A

China Mengniu Dairy Company Limited
PES4IAEBRAA
(Incorporated in the Cayman Islands with limited liability)

(RESBE MR BRAT)
Stock Code &5 : 2319

ARMBER

ANNUAL REPORT

5

* For identification purpose only 135 51



CORPORATE PROFILE

REFN

China Mengniu Dairy Company Limited (Stock Code: 2319) and its
subsidiaries (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 includes liquid milk products
(such as UHT milk, milk beverages and yogurt), ice cream,
milk formula and other products (such as cheese). By the
end of December 2015, the Group’s annual production
capacity reached 8.68 million tons. In March 2014,
Mengniu became a Hang Seng Index constituent,

making it the first blue chip Chinese dairy product

. WCturer.
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%I!QHLIGHTS

2015 2014 Change
2015 20145 2

RMB’000 RMB’000 %

For the Year Ended 31 December #HZ12A31BLFE AR® T ARETIT Bk

Revenue WA 49,026,516 50,049,243 -2.0%

Gross Profit EF - 15,375,474 15,433,613 -0.4%

Profit Attributable to Owners of the ~ ZRARIEA A

Company FE(E T8 2,367,291 2,350,803 0.7%
Earnings per Share (RMB)* ERAF(ARET)*

— Basic —EHK 0.609 0.605 0.7%

— Diluted —HE 0.607 0.602 0.8%

* Comparative figures of earnings per share were restated assuming  * BRAEMEBEHFEIRRABETE AR FEHME

the bonus issue occurred at the beginning of the earliest period.

With stronger cost effective operations, gross profit margin
and net profit for the year were 31.4% and RMB2.37 billion
respectively.

Mengniu ranked 11th in the “Global Dairy Top 20” list released
by Rabobank, its seventh consecutive year of inclusion.
Mengniu was also included in the “Fortune China 500 in
2015”, moving up five positions over last year.

Ffﬂ IR SRR TIAED

HRKAMZNEBR  FRAENER
31.4%  FFHAARK23.7(87T -

BB ABREAERITH ZIRILE
2058 858 - BERFEAL - AR - BEE[2015
FEEPES00% | - FrRWEF LITEAL -

Mengniu has further consolidated its milk formula business, 54 ;&ﬂ:lz}ﬁﬁg %ﬁ%%&é AR AR B
selling the entire equity interests in Oushi Mengniu to Yashili 10.518 7T 18 B ﬁF’i%B%VHﬁ%%E’Ei
for RMB1.05 billion during the year. Besides, Mengniu and ) LA)}ZE@%‘Ej:ﬂ BEMELA15ERITR
Yashili have jointly announced the proposed acquisition of the Danonef: B I & &%gﬁﬁﬁﬂﬁﬁﬁﬁﬂ'ﬂ%%
entire equity interest in Dumex China, which is engaged in the G 2 ERRSAE - i WEE M R TERK o

infant milk formula business, from Danone Group for €150
million. The proposed acquisition has not yet completed.

Mengniu facilitated the upgrade and transformation of its milk
suppliers to realize the full coverage of ranch ensiling and
Total Mixed Ration through enhancing the milk sources and
active cooperation with its milk suppliers. During the year, the
proportion of milk sources provided by ranches and scaled
farms reached almost 100%.

Mengniu has introduced the SAP system and upgraded
the LIMS (Laboratory Information Management System),
achieving the advanced management of quality informatization
with a “One Key” tracking function, lab informatization and
digitalization.

338 o8 R E R Fﬁ%-%bﬂﬁ gh77 -
Lﬁﬁ)ﬁﬁiﬁ”ﬁi& BRE Eﬂﬁ#ﬁ?”mi?
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HEEEM—§ 18 -

Inner Mongolia Mengniu Danone Dairy Co., Ltd., a joint S EDanoneEFB S EK TN E LS4
venture between Mengniu and Danone Group, has further AR BERARIE—SEARMEAEER
consolidated technical and personnel resources so as to R MR TRER - BRT 0 4 ERT
enhance the performance of the plants. Currently, Mengniu >EEKEI M EESEL  MBEHBHES
Danone continues to lead the chilled dairy products market in E—o

China and ranks first in market share.

Mengniu has proactively initiated cooperation with international SHEGEBRBEEE - =/ - ENBAF
brands: in March, Mengniu renewed its strategic marketing E,’x%f»&mi%{:,\{/ﬁ%ﬁfgﬁgﬁ RS
partnership agreement with NBA China. It also launched NBARHMET Sl B EER - WA » FFI5E
special promotion packaged products with the NBA logo. In ﬁ&iti%@iﬁfﬁﬁjlu—jxgﬁﬁﬁﬁﬁ B
April, Mengniu entered into a strategic alliance agreement with KAEERENE FIMEIESHE -

Shanghai Disney Resort as the resort’s official dairy provider.

The factory in New Zealand, taking an investment of more than
RMB1 billion by Mengniu’s subsidiary, Yashili, commenced
operation in November 2015, as the first overseas factory
which was 100% built by a domestic milk formula brand.
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Revenue by Product Mix (For the year ended 31 December)
REREDPZBWA(BZE+=-BA=1+—HLFE)

RMB Million AR BHE T
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Revenue by Product Mix in Liquid Milk Segment (For the year ended 31 December)
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PLANT MAP |
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MAJOR AWARDS AND ACHIEVEMENTS

ET:E;I‘—”:

B RER

The Group

Ranked 11th on the “2015 Global Dairy Top 20” list released by
Rabobank

Garnered the “Outstanding Enterprise” award and the “Outstanding
Contribution” award from China Dairy Industry Association

Shortlisted the “Fortune China 500”

Garnered the “Best Working Capital Management” award by Standard
Chartered Bank

Garnered the “Best Working Capital Management” award at the “Tao
Zhu Awards”

Garnered the “Best Investor Relations” award from Corporate
Governance Asia magazine

Garnered the “Best Investor Relations” award from the Hong Kong
Investor Relations Association

Garnered the “Most Valuable Brands of Listed Companies” award at
the “China Securities Golden Bauhinia” awards

Garnered the “Chinese Enterprises Environment Contribution” award
at the sixth Chinese Enterprises Green Development Forum

Awarded the second prize of the “National Modernization and
Innovation Results of Corporate Management” at the Innovation
Meeting of the Chinese Corporate Management

Ranked as one of the “2014 Top 100 Chinese Light Industry
Enterprises”, “2014 Top 100 Enterprises for Marketing Capability” and
“2014 Top Ten Enterprises in the Chilled Beverage Industry in China”
by the China National Light Industry Council

Management

Ms. Sun Yiping, CEO, was ranked among the top 10 in the “2015
Forbes China Business Women List”

Ms. Sun Yiping, CEO, was honored with the “Best IR by Chairman/
CEQ” award by the Hong Kong Investor Relations Association

Ms. Sun Yiping, CEO, garnered the “China Corporate Social
Responsibility Outstanding Entrepreneur” award at the 2015 China
Social Responsibility Ceremony

Mengnlu Brand

Ranked 18th among the “Most Valuable Chinese Brands” in the

Brand™ 2015 list

Ranked as one of the “2015 Top 10 Favorite Food Brands of
Consumers” by China National Food Industry Association

Ranked at the top liquid milk brand on the “2015 Baidu Brand Digital
Equity” list

Liquid milk, yogurt and ice cream brands ranked first on the “2015
Fifth China Brand Power Index (C-PBI)” list

Mengniu Products

UHT yogurt and DHA algal oil milk for children were honored with
the “First Prize of Technology Progress” by the China Dairy Industry
Association

Yoyi C was awarded the “Second Prize of Technology Progress” by
the China Dairy Industry Association

Prime Ranch Pure Milk garnered the “Best New Commercial Brand”
award at the ninth Global Dairy Congress

Breakfast Milk was awarded the “Golden Award in Brand
Management” at the “Chinese Creative Communication Awards”

Fruit Milk Drink was awarded the “Golden Award in 020 Marketing” at
the “Chinese Creative Communication Awards”
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2015 MILESTONES
“E-AFEKRSERL

i July 78

Jointly produce the Milk
Deluxe “Return of Chinese ;
Traditional Music” radLER OB iR g

Together with Wang Chaoge, rRETEEdAREY vy |
a renowned director, and the
China National Traditional
Orchestra, Mengniu produced
the Milk Deluxe “Return of
Chinese Traditional Music”, a
large-scale national musical
with the theme of “The
Better Chapter of Life”. The
musical marked another
revolutionary innovation in Chinese traditional music, which represents the

Enters into a strategic alliance agreement essence of Chinese culture. Mengniu was honored with the “Corporate
with Shanghai Disney Resort Socigl Ilqesponsibility” award at the 2015 Innovative Marketing by virtue of this
Mengniu and Shanghai Disney Resort ST
jointly announced a strategic alliance which BA R e (X BE L)
Letnizes R gt S ST AR el BIZREETARRPRRREEB S HROALRKSTLE — 4
providstmarkingsgaothermilaptonc-taratae AR AELR) U BEGEF4E | ATHE  BAERKERTEX
SXoQHiIEIICRNIHIEI I aNBNG SHCGIED IBBEME S 17 T BB A AR - S0 /Bulk 2R 201548 [ 7 B &I 1T

LR Bl S - i
HEtEEREA B E RS HEEhEMEEERIHAE] £

B st EERER S S M= S B
T RAEBRROBEAIGAERHE  BRRT
ERER BB —SR2 22

July 7H

Ranks among the “Global Dairy Top 20” B[22 E208 |IRI[BEF
and “Fortune China 500” 5005 |

Ranked 11th on the “2015 Global Dairy Top ~ 4 &[20154 2 I #2038 ] - # &
20" list and at the same time, ranked as one 1147 : [FIFF & 20158 B EH

of the “Fortune China 500 in 2015,” moving up ~ 5003& | » HFREEF AR EFEAL
five places over last year

R

Mengniu brand awarded the C-BPI (China
Brand Power Index, “C-BPI”) champion in
three categories - liquid milk, yogurt and
ice cream

With excellent market performance and
consumer recognition, the Mengniu brand
was awarded the C-BPI champion in three
categories - liquid milk, yogurt and ice cream
for the second consecutive years

Enters into a memorandum of understanding

REMERITRBED B - KHEM B for cooperation with the University of
H=ETXHNC-BPIBRE(THRENIEE California, Davis, a globally renowned
China Brand Power Index - %[ C-BPI]) university in agriculture, in relation to the
BELEMTISRRAEEE QR - BEE “Project of Innovation and Research Institute
ZERERERYD - BRI - ACEH S BRE= of Nutrition and Health”

XMC-BPITE Ms. Sun Yiping, CEO, and Ms. Linda Katehi, the
Chancellor of the University of California, Davis,
entered into a memorandum of understanding for
cooperation, whereby the parties will establish
and operate the “Mengniu-University of California,
Davis Innovation and Research Institute of
Nutrition and Health” (the Innovation and
Research Institute) to advance global cooperation
on nutrition and health innovation and food safety

SEHRREZRMMNASRELT IR EBEREAFNFREIED IHBQEERE TR
RERFE L T HEEBR RN KBRS R KLinda KatehiZ £2F T A FERME
T BB HRBREIWEE A — N AR R DR B 2 FRAIRTAR b | (BT
M7ht) - EEBRREAFURRRET2EAHRMAZIREE
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2015 Milestones —E—RAF KB

October 1

Becomes the sole quality and safety demonstration base for
the demonstration of the quality and safety of exported dairy

product in China

According to the announcement No. 127 “The 2015 List of National
Demonstration Area of Exported Food and Agricultural Products
Quality and Safety” issued by General Administration of Quality
Supervision, Inspection and Quarantine of the PRC, Mengniu became
the sole quality and safety demonstration base for the demonstration

of the product quality and safety of exported dairy product in China

RAEZER——RHOAR
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BXREEBRBRREER
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Yashili’s infant milk formula factory in
New Zealand commences production

The factory in New Zealand in which Yashili
has invested more than RMB1 billion
commenced operation, which further
extended the globalization of Yashili and
Mengniu. John Key, the Prime Minister of
New Zealand, Steven Joyce, the Minister
of the Economic Development and Trade
Department of New Zealand, Wang Lutong,
the Chinese Ambassador to New Zealand,
Sun Yiping, CEO of Mengniu, Lu Minfang,
CEO of Yashili and the government officials of
China and New Zealand and representatives
from Dairy Association of China attended
and witnessed this significant occasion for
Chinese dairy enterprises to “go global”

BETRLAZHARELY R BN TRIRE
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Ms. Sun Yiping, CEO, delivers a speech at the World
Internet Conference

As the only representative from the dairy industry selected by
the World Internet Conference, Ms. Sun Yiping, CEO, delivered
a speech at the “Wuzhen Talk, Digital China” Forum entitled
“Internet Cross-over Innovation of Fast Moving Consumer
Goods,” sharing the innovative achievements of Mengniu
in digital management, operational procedures, research
and development of new products and ecosystems and
development strategies

ARBRAE LT HEHT R EBRAAS YR RER
EREREBER SRR RMMENE - BERFT
ZERKRERE T SFEmE « BFPHE IwE - WHER T(RHER
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2 M MR B R A AR AN 3 R BB O BURT AR R

Ongoing in 2015F K

Comprehensively integrates the milk
formula business segment

Announced on 21 September that it would sell
the entire equity interests in Oushi Mengniu
to Yashili at a consideration of RMB1,050
million; and jointly announced with Yashili
on 2 December that it would purchase from
Danone Group the equity interests of Dumex
China which specializes in infant milk formula
at a consideration of €150 million. These two
equity transactions comprehensively integrate
resources, realizing the more rapid professional
development of Mengniu’s milk formula
business more rapidly through collaboration and
improved synergies

2EBEDPERRR
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Ongoing in 2015F A

Officially launchs and completed the
implementation of the SAP ERP system
SAP1.0 and SAP2.0 systems were officially
launched and completely implemented
during the year, which integrated the
financial and operational functions and the
production, supply and sales functions of
the Group with a high quality performance
in a short time, enhancing the efficiency of
the Group’s strategic decision-making as
well as operations and management
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CEO’S STATEMENT
R E

For Mengniu, 2015 was a year in which we summarized and
assessed our experience and planned for the future. We continued
to strengthen collaboration with strategic partners, implement a
more effective management system, and optimize our operations
in milk sources and products as well as branding strategies,
sales channels, management digitalization, and in other aspects.
In particular, Mengniu has persisted in pushing forward the
digitalization process step-by-step, constructing an advanced
consumer interactive platform, creating an extensive ecosystem
through building a “Circle of Friends” among dairy industry to
thereby laying the foundation for Mengniu to become the most
dynamic dairy enterprise in the PRC.

During the year, Mengniu has actively integrated its resources and
endeavored to adhere to the international standard of its global-
leading strategic partners. The joint venture company formed by
Mengniu and the Danone Group continued to optimize the product
quality and research and development techniques and, through
leveraging economies of scale, achieved the goal of maximizing
cost effectiveness, so as to secure its leading position in the
chilled business market. As for ranch management, Mengniu has
perfected its dairy product nutritional analysis by adopting Arla
Foods’ sophisticated ranch management system and production
standards. Joining hands with AsureQuality, a world-renowned
safety certification enterprise in food quality from New Zealand,

China Mengniu Dairy Company Limited FEIS4 2GR 2 5

WITH CONSUMERS
AS OUR TOP
PRIORITY,

WE STRIVE TO
BECOME THE MOST
DYNAMIC DAIRY

ENTERPRISE IN CHINA

LUHE & BT O
TEKEENFEI

Ms. Sun Yiping
B

Chief Executive Officer
A
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it has also enhanced the quality level of production through
implementing strict inspection standards. During the year, the
infant milk formula factory in New Zealand in which Yashili, a
subsidiary of Mengniu, has invested, commenced production which
marked a milestone for a Chinese dairy enterprise to “Go global”.
Mengniu has signed a MOU for a framework of cooperation with
the University of California, Davis, under which Mengniu and the
University would co-establish and operate the “Mengniu-University
of California, Davis Innovation and Research Institute of Nutrition
and Health” to conduct innovative research and development
projects according to the requirements of Mengniu. Thanks to
the support of our strategic partners in the PRC and overseas,
we have been able to pool resources and continue to advance in
transforming into a world-class dairy enterprise.

Mengniu always believes that quality milk sources form the
foundation to facilitate a closer collaboration within the dairy
ecosystem. Thus, we have promoted the upgrading of raw milk
sourcing by providing financial and technical support to upstream
suppliers. Through the “W-W Virtual Dairy Farming Industry Project”
and “Project on Evaluation on the Operation of Milk Sources
Ranches”, we have refined the management and evaluation system
of the milk source ranches, focused on technology innovation,
and enhanced the quality and quantity of milk sources. We have
established a monitoring and tracking system across the entire
industry chain in order to ensure milk safety in a smarter and real-
time manner by leveraging the SAP implementation, the Laboratory
Information Management System (“LIMS”) as well as the “Level
2 Tracking Pilot Project at points of sales (43 — 4B 2418
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H)”. During the year, we have closely worked together with our
strategic partners to launch the “2020 Ecosystem Project for
Sustainable Development of Milk Sources (202038 A] 43 45 %%
[EERERITAH)”, focusing on the front end of the dairy industry
chain. Through collaboration with the upstream and downstream
partners in the industry chain, Mengniu has continued to optimize
the structure of milk sources, ensured their quality, established
a “Sustainable Ecosystem of Milk Sources” for the industry and
facilitated the transformation and upgrade of the industry so as to
realize sustainable development. Riding on a sophisticated quality
and safety management system, strict quality operation regulations
and an intelligent production management model, Mengniu has
been recognized as the sole base for the demonstration of product
quality and safety of exported dairy products in China by the State
General Administration of Quality Supervision, Inspection and
Quarantine.

In response to the nationwide call for innovation in the area of
“Internet+”, we have actively integrated our online and offline
resources to comprehensively enhance our brand value. Through
digital reforms, Mengniu has initiated closer interaction between
consumers and the brand in order to promote our brand concept
of “A Little Happiness Matters” more rapidly and widely through
the overarching marketing channels. Mengniu thus has gained
insight into consumers’ preferences in order to better capture the
market demand, upgrade the brand structure and optimize product
innovation. During the year, through the continuous innovation
resulting in upgrades, Mengniu has garnered consumers’
recognition and loyalty with our quality dairy products. Our UHT
yogurt and kids’ milk with DHA alga oil were awarded “First Prize
of Technology Progress (Hfiii# 26 —%54%)” by the China Dairy
Industry Association. Prime Ranch Pure Milk was recognized as the
“Best New Commercial Brand” at the ninth Global Dairy Congress.
Breakfast Milk and Fruit Milk Drink were also awarded the “Golden
Award in Brand Management” and “Golden Award in 020
Marketing (020% #548< #8)” respectively at the “Chinese Creative
Communication Awards.”

Mengniu has stayed abreast of the trend and carefully selected
leading quality partners for cooperation. As part of the strategic
alliance with NBA China, Mengniu has launched unique milk
products with brand-new packaging. Through sponsoring highly
rated television programs with embedded advertisements, brand
awareness and brand resonance among consumers have been
greatly enhanced. Meanwhile, Mengniu has continued to implement
the dual track of “Internationalization” and “Digitalization”. Leveraging
the advantages of online videos and social media platforms, the
interaction and communication between the brand and consumers
have been rapidly enriched, which have consolidated the position
of the brand and expanded the brand’s market influence.
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CEO’s Statement A& BB

Mengniu has adhered to a reform strategy of “vertically flat,
horizontally integrated, function optimization and enhancement
in various regions”, and has initiated the in-depth development of
sales channels. The Group further accelerated the Route to Market
(“RTM”) Project. Mengniu has established a sales operation model
with distributors at the core to strengthen the direct control system
of distributors and gradually improve the proportion of direct sales
of sales companies and Central Business Units (“CBU”), which
could better monitor the terminal market and improve the results
and efficiency of channel management with the aim of establishing
a management system with sophisticated management techniques
and outstanding execution across all channels. Through integrating
and combining the Wei Sales Platform (“WSP”) with the Company’s
internal management system, Mengniu has further regulated
the sales procedures and realized the real-time closed-loop
management of business segments within the sales system. As a
result the accuracy of market forecasts has been improved, the
waste of resources has been reduced, efficiency was improved and
the integration of channel management with more effective control
was realized. In addition, Mengniu embraced the best practices and
the development trend of modern sales channels. Actively utilizing
the Internet, the Group has entered into cooperation with major
e-commerce platforms such as Tmall, JD, Suning and Yhd.com, as
well as took the initiative to develop its self-operated platform on
WeChat, thus further expanding sales channels and boosting the
sales revenue.

Mengniu has been continuously promoting the reform of its internal
management system. During the year, the first stage of the SAP
project has been successfully completed and the Enterprise
Resource Planning (“ERP”) and the Customer Relationship
Management (“CRM”) modules have been successfully launched,
which realized the integration of businesses of the entire supply
chain, integration of financial and operational functions as well as
the production, supply and sales functions. These achievements
have significantly enhanced the standardization and transparency
of Mengniu’s business data and achieved the objective of highly
effective management and scientific decision-making. During
the same year, we have completed the launching of the sales
management model under Business Intelligence (“Bl”), one of
the sub-projects in the second stage of the SAP project, which
has enabled the decision makers, management and executives
of Mengniu to utilize the unified Bl system analysis platform in
order to get access any operational data and support required for
making decisions on a real-time basis. As a result, the response
of the company has been speeded-up and the standard of
integrated assessment of various business segments has been
raised, contributing substantially to the implementation of “Digital
Mengniu”.
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Believing in a “sustainable ecosystem” and adopting a people-
oriented approach, we are committed to fulfilling our social
responsibility and are dedicated to the establishment of a
sustainable ecosystem that promotes the public interest. Through
“Give a Lecture in My Hometown”, a three-year charity campaign,
we have provided a variety of courses, including music, sport
and English language courses, which benefit more than 100,000
teachers and students from a total of about 600 rural schools in
22 provinces and municipalities in collaboration with partnering
charities, enthusiastic individuals and Mengniu staff. In addition to
improving the teaching and learning conditions at schools in poor
areas through donations in kind, we also attach great importance to
the instructional interaction between the local teachers and children
and guiding them to experience a wide and wonderful world.

Mengniu strongly believes that the drive for continuous
development is motivating its staff to grow together with the
Group. By putting an innovative concept of talent management into
practice, we have actively developed a culture that encourages
amicable competition and motivation so as to increase employees’
motivation, nurture talent and strengthen the establishment of the
working team, therefore facilitating the sustainable development of
the Group’s business. Mengniu has attended to the professional
development of its talent through two different programs, namely
the “Management 100 Series” and the “Professional 100 Series”,
in order to improve its system of talent selection and training.
In addition, through the adoption of the “Big Dipper” leadership
behavior model, processes including recruitment, development,
assessment and the succession plan could be systematically
managed, thereby comprehensively boosting the effective
leadership of its management at all levels.

Looking ahead, Mengniu will continue its international collaboration
with its global partners and evaluate cooperation with other
overseas enterprises. It will continue to learn advanced experience
and technology from its international partners, hoping to speed up
innovation in research and development and to enhance operational
management efficiency. Mengniu will expand both its income and
profit base through cost control measures and optimization of
efficiency. Besides, it will strengthen management across the entire
industry chain leveraging the advantages of big data. In terms of
its product portfolio, Mengniu will continue to focus on popular
products while aiming to increase the market share of its basic
products, in particular consolidating its leading position in the chilled
products market. In respect of the milk formula business, it will
optimize synergies among the internationally strategic resources,
carrying out continuous channel transformation and upgrading the
brand. In terms of internal management, by leveraging the SAP
platform, Mengniu will strengthen its digital management capability,
drive the transformation of internal management procedures and
models, reduce administration costs, strive to increase profitability
and improve the overall competitive position of the Group.
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CEO’s Statement A& BB

The improvement in living standards is driving material consumption
and raising people’s pursuit of a better quality of life. Consumers
no longer simply focus their consumption on the product itself;
they are also concerned about other value-added aspects, such
as services. As Mengniu focuses its attention on the enhancement
of nutrition, quality and services, through its upstream and
downstream initiatives along the industry chain, it also takes care of
the ranchers as well as the living experience of the consumers alike,
thus bolstering our strength throughout the entire industry chain.

We have reinforced the corporate culture of “Integrity, Innovation,
Passion, Openness” and have placed integrity at the top of all
other corporate values. We will gradually enhance the quality, and
refuse to pursue growth without quality, as we strive to achieve
the Group’s aim of “becoming a century-old consumer-oriented
and innovative-led food company offering nutrition and health”
and encourage Mengniu to become the “Most Dynamic Chinese
Enterprise” in the world.

Sun Yiping
Chief Executive Officer

Hong Kong, 22 March 2016
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MANAGEMENT DISCUSSION AND ANALYSIS

SEENERE S &

In 2015, affected by the slowdown of macroeconomic growth, the
overall consumption of dairy products in China similarly exhibited
modest growth. However, the innovation of product categories
continued. With increasing per capita income and the progress
of urbanization, the rise in consumption standard has in turn
resulted in the upgrade in product structure; the enhancement of
consumers’ nutrition and health consciousness has also led to a
faster growth in product categories such as high-end UHT milk,
room temperature and chilled yogurt, pro-biotic drinks and infant
milk formula compared to the overall industry. Amongst the various
dairy products, liquid milk has maintained an important position
in the market. As there is still substantial room for improvement in
per capita dairy consumption and that the consumer base of dairy
products will expand due to the introduction of the two-child policy,
the dairy industry in China is set to maintain stable growth in the
medium and long term.

In the last two years, the imbalance in supply and demand and
the price volatility of raw milk has intensified the competition in
China’s dairy market and diversified the industry. With upstream
enterprises extending to the downstream market, large international
dairy companies entering the Chinese market and regional dairy
companies investing more in the dairy industry, there was a multi-
level competition in the liquid milk market in China. The increase
in imported dairy products has stimulated the speed of market
reaction of China’s dairy enterprises and the product adjustment
and upgrading of dairy enterprises.

During the year, in response to the call of the “Internet+” policy,
domestic dairy companies have initiated cross-over cooperation,
using the internet as the “Promotion+Channel” clusters to connect
online and offline channels, understanding consumers’ sentiment
and enhancing interaction with consumers, so as to optimize the
marketing model and sales channels.
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In 2015, Mengniu continued to integrate its resources, accelerate
its global expansion, study and implement excellent technology
management systems and set up an advanced platform for
research and development and innovation through collaboration
with its leading global strategic partners, in order to gradually
promote its “internationalization” and “digitalization”. During the
year, Mengniu was devoted to building the “Circle of Friends”,
linking the upstream and downstream industry segments together
to create a win-win ecosystem. Mengniu has launched the
Route to Market (“RTM”) plan during the year, which focused
on the informatization of sales channels to lay a foundation for
strengthening direct control of core markets and the retail terminals
in order to make the sales channels more competitive with wide
coverage, high penetration and high efficiency. In addition, Mengniu
continued to enhance product and packaging innovation, create
three-dimensional marketing channels with the help of the internet,
strengthen consumers’ interactive experience with the brand and
achieve high value-added brand perception among consumers
through a digital marketing revamp. At the same time, Mengniu
adhered to international standards, stringently controlling the
quality and focusing on the upgrade of nutrition, quality and service
through introduction of superior comprehensive industry chain
management systems. Facing fierce market competition, Mengniu
has maintained its development vision of “becoming a century-
old consumer-oriented and innovation-led food company offering
nutrition and health”, as it expands its business and enhances
efficiency.

The market share of Mengniu’s liquid milk moved up slightly in 2015
as compared with 2014. The market shares of its room temperature
and chilled milk rose slightly while products under brands such as
Milk Deluxe, Just Yoghurt, Yoyi C and Champion recorded good
sales performances. During the year, Mengniu ranked 18th among
“the most valuable Chinese brands” in the BrandZ™2015 list,
and was included among “Asia’s Top 1000 Brands 2015” jointly
published by Campaign Asia-Pacific and Nielsen, moving up more
than 100 places. In the fifth China Brand Power Index (C-BPI)
published by the Ministry of Industry and Information Technology
in 2015, Mengniu was awarded the C-BPI champion in three
categories — liquid milk, yogurt and ice cream for two consecutive
years. In addition, Mengniu’s Prime Ranch Pure Milk also garnered
the “Best New Commercial Brand” award in the World Dairy
Innovation Awards, the only Chinese dairy brand honored with such
award in the year. Mengniu also received two awards — “Best IR
by Chairman/CEO” and “Best IR Presentation Collaterals” from the
Hong Kong Investor Relations Association, which recognized the
investor communication efforts made by Mengniu and reflected
investors’ confidence in the Group.
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Strategic Cooperation and Integration

Chilled business: Danone S.A. and its subsidiaries
(the“Danone Group”)

Danone Group is the second largest strategic shareholder
holding 9.9% of Mengniu’s shares. Inner Mongolia Mengniu
Danone Dairy Co., Ltd. (“Mengniu Danone”), a joint-equity
company established by Mengniu and Danone Group, has
fully commenced operation. Mengniu and Danone Group
hold 80% and 20% shares in the joint-equity company
respectively.

Currently, Mengniu Danone continues to lead the chilled
dairy products market in China, maintaining high sales
growth and ranking first in terms of market share. During the
year, Mengniu Danone has further integrated the advanced
technology and professional expertise of Danone Group
in order to standardize its plant operation and improve
operational efficiency. The Ma’anshan plant has passed the
2015 global operation standard inspection of Danone Group,
indicating that the plant continues to operate at a world-
leading level. With the Ma’anshan plant as a pilot project,
Danone Group has assigned technical experts to stay in
Mengniu Danone’s plants and led a pilot technical capacity
match project and career planning project for basic technical
personnel for the first time. The project has focused on
improving the skills of basic staff, fully realizing the potential
of staff and increasing team cohesion so as to further fortify
and enhance the performance of the plants. A comprehensive
evaluation and assessment on the Qingyuan plant has been
completed during the year.

Mengniu Danone has deployed more resources into the
upgrading of food safety equipment, which continuously
improved the food safety management index for all its chilled
plants during the year. Mengniu has conducted in-depth
verification on foreign matter prevention and Clean in Place
(“CIP”) procedures and continued to improve its food safety
standards, so as to supply high-quality chilled dairy products
to consumers.
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Mengniu Danone has focused on the marketing and
promotion of three star brands — Yoyi C, Champion and Bio
together with the development of its parent brand Mengniu.
Mengniu Danone has also actively conducted new product
research and development in order to reinforce the strength of
its product line. During the year, Yoyi C has launched apple-
and strawberry-flavored probiotic lactobacillus drinks aiming
at child consumers to further expand the targeted consumer
groups. Two new products, ready-to-drink version and oat
product, were launched under the brand Champion. The new
ready-to-drink version mainly targets the southern market
which has a preference for thinner yogurt products, while the
new oat product comes in two flavors — yellow peach oat and
walnut oat. The new oat products adopted new specifications
and new packaging with improvements on the grip of the
bottles as well as the product taste, winning a broader market
for Mengniu’s high-end yogurt. Bio’s additive-free 170-gram
packaged yogurt targeting the eastern and southern China
market, was initially launched in Shanghai.

With the combined strength of Danone Group and Mengniu,
Mengniu Danone is well-positioned to fully realize the huge
potential of China’s chilled dairy products market.

Arla Foods

In 2015, the advanced ranch operating model and
management standards of Arla Garden’s ranch management
system were successfully implemented, setting a modern
benchmark for the ranch management of Mengniu’s suppliers.
The outstanding operation team of Arla Foods has conducted
a technical assessment on Mengniu’s UHT, chilled and ice
cream plants and has comprehensively inspected the filling
process, equipment maintenance, energy supply, utilization
ratio of production lines and workflow standardization, made
suggestions and formulated plans for optimization in these
areas. Meanwhile, by benchmarking Arla Foods’ innovation
system, Mengniu has been continuing to upgrade and
improve its research and development system.

As its exclusive distributor in China, Mengniu closely
collaborates with Arla Foods in the imported dairy products
business. Starting from the second quarter of 2015, imported
Arla Foods UHT milk has been fully upgraded to global
standard packaging, which is consistent with the image of a
100% imported product. Meanwhile, Mengniu has devoted
greater effort to brand promotion in the end market and has
cooperated with China Next Generation Education Foundation
to launch the “Arla Foods Milk Donation Campaign”, and has
also deeply promoted the brand proposition of “Consumed by
the Danish Royal Family, Crowning our Precious Health”.
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The development and verification of the fingerprint spectrum
raw milk testing project introduced by the China — Denmark
Milk Technology Cooperation Center have been successfully
completed and entered the final stage, while research efforts
were conducted to implement 11 testing methods for China’s
raw milk quality. The research on developing cheese products
for Chinese consumers by Arla China Innovation Center has
also achieved milestone results.

Milk formula business: Yashili International Holdings
Ltd (“Yashili”’; stock code: 1230)

China Mengniu International Company Limited is the
controlling shareholder of Yashili, holding 51.04% of its shares
and Danone Asia Baby Nutrition Pte. Ltd. is the second
largest shareholder of Yashili, holding 25.0% of its shares.

On 21 September 2015, Mengniu and Yashili jointly
announced the sale of the entire equity interest in Oushi
Mengniu (Inner Mongolia) Dairy Products Co., Ltd. (“Oushi
Mengniu”) to Yashili for a consideration of RMB1.05 billion.
The transaction has been completed during the year of 2015;
on 2 December 2015, Mengniu and Yashili jointly announced
the proposed acquisition of the entire equity interests in
Dumex Baby Food Co., Ltd. (ZEZEHRRLAER DA,
“Dumex China”) which specializes in the infant milk formula
business from Danone Group, a substantial shareholder of
Mengniu and Yashili, for a consideration of €150 million. The
transaction has not yet completed. Following completion of
the proposed acquisition, Yashili will adequately integrate
the resources, realizing the professional development of
Mengniu’s milk formula business more rapidly through
collaboration and improved synergies and establishing a more
competitive milk formula platform.

On 6 November 2015, the factory in New Zealand in
which Yashili has invested more than RMB1 billion started
operations. John Key, the Prime Minister of New Zealand,
Steven Joyce, the Minister of Economic Development and
Trade Department of New Zealand, Wang Lutong, the
Chinese Ambassador to New Zealand, Sun Yiping, CEO of
Mengniu, Lu Minfang, CEO of Yashili, government officials
of China and New Zealand and representatives from Dairy
Association of China attended and witnessed this milestone
for Chinese dairy enterprises to “go global”. Yashili’'s factory
in New Zealand will significantly improve its international
competitiveness. It is also the first overseas factory which was
100% built by a domestic milk formula brand.
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- Plant-based nutrition product business: The WhiteWave
Foods Company ("WhiteWave”)
Mengniu and WhiteWave established a joint-equity company
in April 2014 in which Mengniu and WhiteWave hold 51%
and 49% of the equity interest respectively. The joint-equity
company is mainly engaged in the manufacturing, packaging
and distribution of nutrition products in the PRC.

The joint-equity company has launched two flavors, namely
walnut and almond, of ZhiPuMoFang plant-based beverage
in December 2014. After one year of operation, Mengniu
is very confident in the future market prospects of plant-
based nutrition products. Together with WhiteWave, Mengniu
intends to continue to identify new market opportunities and
improve its business model, so as to provide consumers with
greater choices in healthy and nutritious products.

Quality Management

The “four carriages” of Mengniu’s quality management system,
namely the quality and safety management system and three
quality management centers for milk sources, operations and
sales respectively, have continued to facilitate end-to-end quality
management and control across the entire industry chain.
Mengniu has introduced the SAP system and upgraded the LIMS
(Laboratory Information Management System), achieving the
advanced management of quality informatization with a “One Key”
tracking function, lab informatization and digitalization. Meanwhile,
Mengniu has conducted combined audits with 33 plants obtaining
ISO9001 certification independently and 26 plants passing HACCP
certification.

Mengniu has conducted preventive quality checks on its quality
and safety management system during the year and the accident
rate in factories has decreased significantly as compared with the
same period last year since the quality check began in 2015. As
for common risk management and control on raw milk, Mengniu
has increased the sample testing frequency and implemented
stricter requirements on sample testing in compliance with national
requirements. In respect of risk management and control on
historical quality, according to its preliminary alert projects, Mengniu
assisted and checked on its major milk suppliers to effectively
control the regional risk and help milk suppliers to minimize their
economic losses. Sample testing organizations have randomly
inspected various business divisions of Mengniu with a pass rate of
100% during the year.
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Mengniu has also carried out maturity assessment and optimization
on the quality and safety management system to more effectively
generate synergies between the system and business development
activities. By introducing the standards of COFCO Group and
Danone Group, the quality review management of Mengniu’s
suppliers was further optimized and the entry barriers were lifted,
which guaranteed the quality, safety and stability of the supplied
materials, promoting the healthy development of China’s dairy
market.

The quality management center on milk sources together with the
quality and safety management system carried out comprehensive
review on the various milk sources divisions focusing on four
dimensions including system building, milk supplier management,
project progress and quality indicators. In order to further
standardize the factory management of milk suppliers, Mengniu has
urged the milk suppliers to standardize operations procedures in
the long term by implementing cow milking, cleaning and storage
standards and the Standard Operation Procedures (“SOP”) with
a view to effectively improve milk quality indicators. The quality
management center on milk sources continued to guide the
milk suppliers to enhance their feeding procedures improving
from extensive feeding towards scientific herding to enhance the
standard of feeding, thus improving the milk quality indicators.

The operation quality management center continued to develop
and introduce advanced production and inspection technologies,
improve the procedures of introducing new technologies, enhance
the ability of the design of patents and independent implementation
of technologies and remain at the forefront in its technologies.
Meanwhile, the operation quality management center has enhanced
quality management based on consumer experience through the
concept of producing a perfect product at the beginning of the
product design and strengthening integration of the upstream and
downstream management of the supply chain to promote synergies
and efficiency.

The management project for the construction of cold chain point-
of-sale business of the sales quality management center officially
launched in 2015 with the introduction of various standards for cold
chain management and 32 sample markets for cold chain quality.
By implementing the dairy products logistics tracking management
project, products tracking from factories to sales terminals and the
logistics chain became more transparent, marking an important
milestone for Mengniu’s ecosystem construction and a key step for
Mengniu’s strategy of digitalization.
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The third-party international food safety standards jointly developed
by Mengniu and AsureQuality, a state-owned enterprise of New
Zealand, were officially implemented during the year. As the first
international safety and quality assurance system for ranch food
introduced into China, the standards were guided by AsureQuality’s
experience in the international food safety field and combined with
the general operation procedures standards adopted by China’s
ranches. The safety and quality assurance standard has relied on
Mengniu’s ranches to implement and optimize the procedures and
is laying a foundation for China’s domestic ranch standards. With
its strategic suppliers adopting the standards, Mengniu is further
improving its product quality to meet the international standard,
so as to strengthen consumer confidence and build a China dairy
brand which is widely recognized and trusted around the world.

During the year, Helingeer County became the national exhibition
area of exported food and agricultural products quality and safety
(dairy products), which means that Mengniu, as the only enterprise
exporting dairy products and the dairy product enterprise which
maintains the top overseas market share in the area, has become
the sole quality and safety exhibition base of exported dairy product
in China.

Raw Milk Sourcing

Continuously focusing on enhancing its milk sources and
endeavoring to construct a harmonious, symbiotic and mutually
supportive ecosystem, Mengniu has laid a sound foundation for its
own sustainable development and the upgrade and transformation
of China’s dairy industry. Mengniu has promoted the transformation
and upgrade of milk suppliers by providing financial and technical
support to them. During the year, the proportion of milk sources
provided by ranches and scaled farms reached almost 100%.

Starting from January 2015, the milk sources management system
began to carry out two comprehensive coverage projects, ranch
ensiling and Total Mixed Ration (“TMR”), with an aim to equipping
all milk suppliers with ranch ensiling and TMR. After more than a
year of hard work, the coverage rate increased from 52% at the
beginning to 100% currently, realizing the full coverage of ranch
ensiling and TMR.
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During the year, in collaboration with China Agricultural University,
the China Agricultural Machinery Testing Center of the Ministry of
Agriculture (B 250 & 2R & 3R 2 F 421) and the Holstein Farmer
Satellite Auditorium (feTHT3EE 2 KB =), Mengniu has launched
the “2020 Ecosystem Project for Sustainable Development of Milk
Sources” to develop a “sustainable ecosystem of milk sources”,
which influences the entire industry, starting from the forefront of
the dairy industry chain. In order to accelerate the modernization
of the dairy industry, the China Dairy Cow Industry Technology
System (PRI P EZE T8 X), the Dairy Industry Technical
Service Alliance (WE M AR EE), the China Agricultural
University and Mengniu have jointly set up the “Dairy Industry
Ecosystem Cooperation Alliance (#1% 442B 5 BhE# B2)” based on
the “2020 Ecosystem Project for Sustainable Development of Milk
Sources”. With the objective of “optimization of resources, joining
hands and win-win and sustainable development”, and supported
by the three platforms of “Technology Innovation, Financial Security
and Skill Enhancement”, the alliance optimized and integrated
industry resources to support the transformation, upgrade and the
modernization of China’s dairy industry and realize the industry’s
sustainable development.

Through cooperation with China Agricultural Machinery Testing
Center of the Ministry of Agriculture, an authoritative national testing
body, Mengniu has launched the “Cow ‘SPA’ Project”, which
optimized the cow milking system for milk suppliers and evaluated
the health of milk cows by using comprehensive statistical data,
enhancing the lives of the cows and fostering pristine ecological
quality ranches.
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Mengniu initiated the “University of Ranchers”
project and has closely collaborated with strategic
partners to launch the “2020 Ecosystem Project
for Sustainable Development of Milk Sources”
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Mengniu has also launched the “W-W Virtual Dairy Farming
Industry Project” and “Project on Evaluation of the Operation of
Milk Sources Ranches” which has targeted raw milk suppliers.
The “W-W Virtual Dairy Farming Industry Project” has adopted a
contract responsibility system in which the responsible managers of
Mengniu’s business divisions of the milk sources regularly evaluate
more than 123 trial ranches based on four main areas, namely
sources management, outcome review, technological management
and financial management, as well as 24 indicators, and provide
onsite technological services and implement improvement
measures. The “Project on Evaluation of the Operation of Milk
Sources Ranches” has initially provided services to 100 small-to-
medium-sized milk suppliers’ ranches nationwide which included
the provision of professional testing instruments, scientific review
plans and measures for comprehensive improvement. Mengniu,
by implementing these projects, has helped the trial ranches to
increase their output per unit and create financial value.

As an extension of the “University of Ranchers” program, the
“Gold Key Project” has been co-launched by Mengniu and
China Agricultural University. The “Gold Key Project” aims to
integrate production with education and research, accelerate the
technological innovations in the dairy industry and speed up the
transformation of technological achievements and the progress of
talent training by effectively integrating quality technology, talent
and platform resources in the dairy industry. In response to the
“Internet+” national strategic direction, Mengniu has also introduced
the Holstein Farmer Satellite Auditorium, the first satellite service
platform for the dairy industry in China, which provides a high-end
learning platform for dairy farmers.

Sales Channels

During the year, Mengniu has launched the Route to Market project
to improve the implementation of the informatization of its marketing
channels, building a solid foundation for strengthening the control
of terminal markets and enhancing channel management efficiency,
developing sophisticated management and excellence in execution
of the omni-channel management system. Mengniu has established
a sales operation model with distributors at the core, which
enables distributors, sales companies and Central Business Units
(“CBU”) to collaborate and develop together over the long term.
Mengniu has also integrated the point-of-sales management tools
in the Wei Sales Platform (“WSP”) into its SAP-CRM system to
achieve integrated control and management and further implement
informatization in its sales channels.
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Mengniu has adhered to a reform strategy of “vertical flattening,
horizontal integration, function optimization and enhancement in
various regions” and accelerated the progress of the RTM project
launched during the year. Mengniu continues to take distributor
model as the core sales operation model, enhancing distributors’
direct control over retail end and meanwhile, gradually increasing
the sales volume contributed by sales company model and CBU
model. The sales companies are the operating entity controlled by
Mengniu. Mengniu is continuing to enhance the management of
the sales companies, increase the number of sales representatives,
provide direct services to various retail outlets and improve the
independent operation capability of the sales companies. CBU is
a non-independent branch within the physical operation platforms
in sales regions and is a supplementary sales operation model to
distributor and sales company models.

The WSP Project serves as a sales information management tool
that supports terminal shopping guides and sales staff to operate
at point-of-sale, which ensures paperless operation through a
standardized process encompassing sales visit, regulation of
management over employees’ attendance and guidance for
benchmark management. In addition, through establishing a
centralized basic information and data and standardized operation
procedure, the WSP Project adopts a closed-loop management
system over the entire process from target identification to terminal
sale. By virtue of this project, each business segment in the internal
operation of the sales system is interconnected, which enables the
Company to realize real-time management over the entire platform
in a professional, regulated, standardized and integrated manner,
in turn further improving its management precision and efficiency
on injection and write-off of marketing expense. The WSP project
has been widely promoted among both the sales companies and
CBUs.

During the year, Mengniu has promoted, on an overarching
basis, the Key Account (“KA”) management structure in line with
the increasingly prevalent retailing trend. Under the three-tier
organizational structure comprising the headquarters-based client
team, the regional KA team and the distributor KA team, Mengniu
is able to forge closer connections with retailers and more rapidly
respond to changes in consumers’ demands, and to achieve win-
win cooperation with its retailers. In 2015, Mengniu was awarded
the “Most Efficient Supply Chain” award for its efforts by CR
Vanguard.

Leveraging the internet, Mengniu has executed change-over
between agents and the e-commerce platform, e-commerce
platform expansion and maintenance as well as the development
and maintenance of products specially produced for e-commerce
so as to satisfy the development trend of modern sales channels.
In addition to maintaining the platforms such as Tmall, JD, Suning,
Yhd.com, womai.com and Gome which have an extensive reach,
Mengniu has also vigorously expanded its self-operated platform
via WeChat. In this way, Mengniu’s products have fully covered
mainstream e-commerce platforms in China, contributing to the
explosive growth of online sales.
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With respect to sales in Hong Kong, Macau and overseas
markets, Mengniu has focused on core products in line with the
characteristics of the respective markets. During the year, three
new ice cream product categories have been launched in the
Mongolian market; Yoyi C was introduced to the Singapore market;
whereas offerings in three product categories including Yoyi C in
Hong Kong and Macau have been expanded. Besides, product
categories with slow growth have been eliminated while new
products have been launched successfully, driving the growth of
sales revenue from overseas.

Branding Strategy

Adhering to the brand concept of “A Little Happiness Matters”,
Mengniu continues to optimize its brand structure and implement
product segment management. In addition, it keeps identifying
quality and synergetic platforms to create brand association and to
tie with consumers more closely so as to convey the core value of
the brand.

In March 2015, Mengniu has renewed its marketing partnership
agreement with NBA China. NBA China has also granted Mengniu
the right to include its logo on the package design of Mengniu’s
products and to launch unique milk products with product and
package design that incorporates elements of the NBA in the China
market for the first time. In April 2015, Mengniu and Shanghai
Disney Resort announced a long-term strategic alliance agreement
whereby Mengniu has become the official dairy provider for the
resort. In addition, Mengniu will have an integrated brand presence
at a variety of locations in the resort, including ice cream carts
and ice cream shops throughout the premises of Shanghai Disney
Resort, ensuring that visitors to the resort can enjoy quality dairy
products of Mengniu, including milk, yogurt and ice cream.
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Besides, Mengniu has endeavored to enhance the attention and
association between the brand and its target consumers through
active cooperation with various platforms. During the year,
Mengniu has become the title sponsor of Chef Nic Season 2, the
leading variety show which has enjoyed the highest nationwide
audience rating and pioneered the partnership between the dairy
industry and large food travelogue show. Furthermore, Mengniu
has continued to launch a series of innovative marketing activities
such as “Scramble for Meal Tickets for Happiness (1 Z@ =)
on Dazhong Dianping (K E5F), the most popular restaurant-
review site in China, sponsorship of “Chef Nic Special (§£% 215)”
held on JD.com (FLE &), one of the largest B2C online shopping
platforms and the first-ever commercial icon cooperation with “Didi

Dache (#@$T )",

Through sponsoring Up Idol (f&1& 2K T) (a prime-time variety show
presented by Hunan TV) and promoting the product through
emotion embedding, the Just Yoghurt brand has been blended
into the program theme while the content has built up brand recall
and prompted product consumption. Besides, Mengniu has also
collaborated with another prime variety show, Run for Time (& &
bR, in delivering a classic program for Just Yoghurt series.
While the program was broadcast, online real time interaction was
conducted to enhance communication with the consumers so as to
create brand resonance among the viewers.
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Innovation is another essential element of Mengniu’s brand
strategy. As the trend develops, the brand has gradually shifted to
market its products through video. To mark the 10th Anniversary
of the launch of Milk Deluxe, Mengniu, together with Ifeng, Sohu
and Netease have collaboratively produced a video “One Hundred
Days to Record One Hundred People, A Decade of an Adventurous
Journey (B ABK o TFBE)” comprising one hundred stories to
record the reflections of one hundred social elites and celebrities
of the last decade. Through retrospection over the last decade,
which is the theme of the video, these people have improved their
lives because they dared, which truly convey the brand concept
of Milk Deluxe. Through portraying the experience of growth with
consumers for the last decade, Milk Deluxe succeeds in touching
people’s hearts with the slogan “A Better Decade Begins from A

Better You (E4FH)104F + {EE 4F BIRFILR)”.

In addition, Mengniu has made use of social networking and social
media to enhance interaction with consumers and deepen the
brand value. For the Champion series products, the Company has
collaborated with “WeChat Shake” to establish an innovative 020
communication channel and introduce the WeChat Card Gift for
the first time, realizing communication across platforms of different
sectors. Leveraging the widespread influence of social network
media, the promotional activities of Champion series products
have attracted considerable attention and were widely circulated,
thereby consolidating the position of the brand, boosting the brand
recognition and strengthening core values, further enhancing the
influence and popularity of the brand.

In respect of Fruit Milk Drink, Mengniu has mainly strived to improve
brand activeness, focusing on major sales regions and forming a
communications matrix through the integration of online and offline
resources. Through movie marketing, video broadcast and title
sponsorship for TV programs, the brand statement, “Reality Is More
Fun (BEE A $IFUN)” for Fruit Milk Drink has been widely propagated
and successfully captured the attention of young consumers. By
virtue of an overarching marketing strategy, Fruit Milk Drink was
awarded the honor of “Chinese Creative Communication Awards —
Golden Prize for 020 Marketing” during the year.

Under the brand proposition of “Youth, Daring to Do and Say” and
“Youth, Daring to Challenge Oscar”, Suan Suan Ru, by adopting
a three dimensional transmission model through the integration of
TV, video and Internet, and film excerpts, and combining interactive
promotion through QR codes, has deepened the brand penetration
and enhanced the brand value. Moreover, leveraging TFBOYS, the
brand ambassadors, the campaign focused on the core target in
delivering the brand proposition. During the year, the popularity of
Suan Suan Ru was greatly enhanced, and it garnered the honor of
“Chinese Creative Communication Awards — Silver Prize for Self-
operated Platform Marketing”.
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For Yoyi C, Mengniu cooperated with Tencent Live Music for
concert broadcasting, and provided assistance to promote the film
of “Doraemon” aiming to raise the brand awareness and popularity
and, in turn, to drive sales through interactive communication with
the youth. Meanwhile, Yoyi C entered into strategic cooperation
with Dazhong Dianping, targeting to increase brand recognition,
transmission and influence with the help of its hot-spot resources.

During the year, Mengniu integrated the functions of research and
development, marketing and trade marketing, and implemented
management systems for three product segments, namely,
UHT dairy products, chilled dairy products and milk beverages.
These measures have centralized the management of marketing
strategies, product positioning, sales planning, product research
and development and investment and decision in production
technologies within these three categories. In this way, the
management can more closely connect with consumer insights,
and more effectively achieve product innovation and execute
market promotions.

Management System

In 2013, Mengniu introduced the state-of-the-art SAP system to
build up and boost its management capabilities in six aspects —
precision marketing and in-depth sales channel management;
integrated management platform for business and finance;
responsive synergistic system for production, supply and sales;
integrated quality management and sophisticated quality tracking;
scientific and rational industrial planning; and efficient management
of procurement and logistics.

The SAP project is being implemented in three stages: the first
stage is the foundation implementation phase taking place in
2013 and 2014; the second stage is the operational refinement
phase in 2015 and 2016, and the third stage is the coordination
and optimization phase in 2016 and 2017. The implementation is
currently at the second stage.

The first stage of the SAP system was completed successfully in
March 2015, including two sub-projects, namely the Enterprise
Resource Planning (“ERP”) and Customer Relationship
Management (“CRM”). The first stage of the SAP project consisted
of management of inventory, expenses, sales plan management,
customer portals, markets, milk sources, procurement, production
planning, logistics, quality control and financial aspects, all covering
four major product categories, namely UHT, chilled products, ice
cream and cheese. With the smooth implementation of the first
stage of the SAP project, Mengniu was able to realize integration
of the entire supply chain, financial aspects and the production,
supply and sale businesses. Besides, the standardization and
transparency of Mengniu business data have been greatly
enhanced. At the same time in order to improve the internal work
efficiency, management efficiency and decision-making efficiency,
data extraction and data application have been further realized.
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The second stage of the SAP project includes four sub-projects,
namely Business Intelligence (“Bl”), Plant Maintenance (“PM”),
Integration of Business and Finance of Sales Company and Finance
Shared Service Center (“FSSC”). All of these four sub-projects were
officially launched in the first half of 2015 with the commencement
of the blueprint design.

The overall planning of the Bl project has been completed on 23
August 2015. On 1 December 2015, the Bl sales implementation
project was successfully implemented. The fact that the Bl sales
system has been implemented means that the decision makers,
management and executives of Mengniu may utilize the unified Bl
system analysis platform to gain access to any operational data
and support for making decisions on a real-time basis with the
help of computers, IPAD tablets and cell phone mobile clients.
This in turn enables Mengniu to rapidly monitor sales, expenses
and inventory data, strengthen its capability to manage points-of-
sales and achieve breakthroughs from the conventional practice
of conducting business analysis based on a single aspect of
information. As such, new momentum has been injected into the
Group’s management to implement the “Digital Mengniu” strategy.

The PM project began official implementation on 30 October 2015.
The PM pilot project, covering a total of 15 plants in four major
regions including Helin, Jiaozuo, Tai’an and Wuhan, has mainly
involved the entire life cycle management of production, as well
as related inspection, central labs and R&D equipment. Horizontal
integration of asset management, finance management and
materials management was established on the SAP system. The
project is expected to be implemented nationwide in 2016 based
on the pilot results.

In respect of the Integration of Business and Finance of the Sales
Company, the implementation of the pilot project has officially been
rolled out for five selected sales companies on 1 November 2015.
The wide coverage of this project across various businesses and
channels has laid a solid foundation for the large-scale promotion
to other sales companies. The successful implementation of the
Integration of Business and Finance of the Sales Company has
not only enabled Mengniu to transform a fragmented systematic
management into a centralized one, which made the whole value
chain system more completed and efficient. It is also an important
step for Mengniu to transform its channels and realize its five-year
strategic plan. The successful implementation of the pilot project
can serve as a model for those sales companies and CBUs which
will implement the project in 2016.

In respect of the FSSC project, the management advisory and
system implementation works have been simultaneously carried
out since its kickoff on 18 March 2015. Currently, the sharing
platform for finance has fully implemented the FSSC project which
has officially begun operations. Through the FSSC project, all the
business and finance systems have been interconnected, which
in turn has laid a firm foundation for the Group to further establish
shared service centers related to human resources, information
technology and procurement. Successful implementation of the
FSSC provides powerful support for financial management, and has
also facilitated the procedural transformation of the FSSC, resulting
in improved efficiencies of the Group on management structure,
cost saving, innovation and adaptation of technology as well as
organizational and procedures reform.
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Affected by the weak macro-economic condition and intense
market competition, the Group’s total revenue for 2015 was
RMB49,026.5 million (2014: RMB50,049.2 million), representing
a year-on-year decrease of 2.0%; meanwhile, the revenue of
Yashili for the year was RMB2,211.8 million (2014: RMB2,816.4
million). Excluding Yashili, the revenue of the Group decreased by
RMB418.1 million to RMB46,814.7 million (2014: RMB47,232.8
million). Brands such as Milk Deluxe, Yoyi C, Champion and Just
Yoghurt recorded strong sales.

Gross Profit

In view of market competition, the Group stepped up its effort on
product promotion. As a result, the gross profit of the Group for
the year decreased to RMB15,375.5 million (2014: RMB15,433.6
million) while gross margin increased by 0.6 percentage point
to 31.4% (2014: 30.8%) as compared with 2014. Excluding
Yashili, the Group’s gross profit was RMB14,242.4 million (2014:
RMB13,969.8 million), while gross margin increased by 0.8
percentage point year-on-year to 30.4%.

The gross profit of Yashili for the year amounted to RMB1,133.1
million (2014: RMB1,463.8 million).

Operating Expenses

The Group proactively adjusted its expenses in response to
market conditions. As a result, operating expenses increased
to RMB13,248.9 million (2014: RMB13,218.1 million), and
their percentage of the Group’s revenue increased by 0.6
percentage point to 27.0% (2014: 26.4%). Excluding Yashili, the
Group’s operating expenses were RMB11,883.1 million (2014:
RMB11,870.3 million), representing 25.4% of the revenue excluding
the contribution of Yashili (2014: 25.1%).

In response to market competition, the Group has continued
to expand its sales channels and enhance its marketing efforts.
Selling and distribution expenses for the year increased by 4.0%
to RMB10,985.0 million (2014: RMB10,563.7 million), and their
percentage of the Group’s revenue increased to 22.4% (2014:
21.1%). Excluding Yashili, the Group’s selling and distribution
expenses were RMB9,872.6 million (2014: RMB9,456.9 million),
representing 21.1% of the revenue excluding the contribution of
Yashili (2014: 20.0%), an increase of 1.1 percentage points year-
on-year.

During the year, the advertising and promotion expenses for the
year decreased by 2.2% to RMB4,085.1 million (2014: RMB4,177.3
million), and their percentage of the Group’s revenue remained
unchanged at 8.3% (2014: 8.3%). Excluding Yashili, the Group’s
advertising and promotion expenses decreased by 4.4% to
RMBS,578.2 million (2014: RMB3,742.3 million), representing 7.6%
of the revenue excluding Yashili's contribution (2014: 7.9%).
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Administrative and other operating expenses decreased by 14.7%
to RMB2,263.8 million (2014: RMB2,654.4 million), and their
percentage to the Group’s revenue decreased to 4.6% (2014: 5.3%).
Excluding Yashili, the Group’s administrative and other operating
expenses was RMB2,010.5 million (2014: RMB2,413.4 million),
representing 4.3% of the revenue excluding Yashili’'s contribution
(2014: 5.1%). The decrease was mainly a result of the impairment
of a significant amount of raw milk powder inventory for 2014.

Profit from Operating Activities and Net Profit

The EBITDA of the Group has decreased by 1.3% to RMB4,229.9
million (2014: RMB4,283.9 million), and EBITDA margin remained
unchanged at 8.6% (2014: 8.6%). Excluding Yashili, the EBITDA
of the Group was RMB4,228.7 million (2014: RMB3,946.7 million),
with the EBITDA margin increasing to 9.0% (2014: 8.4%).

Profit attributable to owners of the Company increased by 0.7%
year-on-year, amounting to RMB2,367.3 million (2014: RMB2,350.8
million) of which RMB36.3 million was contributed by Yashili (2014:
RMB121.5 million). Basic earnings per share was RMB0.609
(2014: RMBO0.605), representing a year-on-year increase of 0.7%.
Excluding Yashili, profit attributable to owners of the Company was
RMB2,331.0 million (2014: RMB2,229.3 million), representing an
increase of 4.6% year-on-year.

Income Tax Expenses

The effective income tax rate of the Group for 2015 was 16.8%
(2014: 14.6%), increasing by 2.2 percentage points year-on-year.
Excluding Yashili, the effective income tax rate of the Group was
17.1% (2014: 14.1%), an increase of 3.0 percentage points year-
on-year. The increase in effective income tax rate during the year
was mainly due to the fact that the Group, acting prudently, has not
recognised the tax losses arising in certain subsidiaries as deferred
income tax assets during the year.

Capital Expenditure

As of the end of 2015, capital expenditure (“CAPEX”) of the Group
was RMB3,026.9 million (2014: RMBS,278.3 million), which
represents a year-on-year decrease of 7.7%. The CAPEX consists
of expenditures that were spent on building new and modifying
existing production facilities and related investment amounting to
RMB2,874.4 million, purchasing biological assets amounting to
RMB152.5 million. Excluding Yashili, the CAPEX of the Group was
RMB2,682.2 million (2014: RMB2,554.0 million). The CAPEX of
Yashili amounted to RMB344.7 million, which was mostly spent on
constructing the factory in New Zealand. The Group has adopted a
prudent strategy in its CAPEX, so as to lay a sound foundation for
future development.

i Earnings per share were stated after taking account of the impact
from the bonus issue. The figure was restated on the assumption that
the bonus issue occurred during the period.
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Working Capital, Financial Resources and Capital
Structure

The Group’s net cash inflow from operating activities decreased
to RMB1,909.2 million (2014: RMB3,079.9 million), primarily due
to i) the Group providing more relaxed credit terms for customers
in response to market changes; ii) increase in prepayments and
prepaid expenses; and iii) decrease in trade payables.

As at 31 December 2015, outstanding bank loans and bonds of
the Group increased to RMB11,050.3 million (31 December 2014:
RMB9,824.7 million). Excluding Yashili, the outstanding bank loans
and bonds of the Group were RMB10,388.6 million (31 December
2014: RMB9,062.1 million).

Net borrowings (total amount of bank loans and bonds net of
cash and bank balances) of the Group as at 31 December 2015
were RMB3,119.0 million (31 December 2014: RMB5,175.1
million). Excluding Yashili, the net borrowings of the Group were
RMB4,938.7 million (2014: RMB5,212.3 million).

The Group’s total equity as at 31 December 2015 was
RMB26,615.2 million (31 December 2014: RMB24,492.9 million).
The debt-to-equity ratio (total amount of bank loans and bonds
over total equity) was 41.5% (31 December 2014: 40.1%).

Finance costs of the Group for 2015 were RMB318.6 million (2014:
RMB339.9 million), accounting for about 0.6% of the revenue (2014:
0.7%). Excluding Yashili, the finance costs of the Group were
RMB301.0 million, accounting for 0.6% of the revenue excluding
that of Yashili (2014: 0.7%), which represents a year-on-year
decrease of 0.1 percentage point.

Products

In 2015, Mengniu has accelerated the integration and deployment
of global strategic resources, aiming to further increase the market
share of the major products through focusing on key products
and production innovation. Responding to the popular demand for
“Internet+” policy, Mengniu has launched digital reform through
two-way internet interaction and complete and accurate big data
analysis to accurately assess consumers’ needs, upgrade the
product mix and optimize product quality. By utilizing both online
and offline channels, Mengniu has innovated product packaging,
sales channels and marketing methods, improved the brand
experience, strengthened consumers’ loyalty, and delivered
continuous improvement of its product mix.

-
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The Group’s principal businesses comprise liquid milk, ice cream, ZAEE X EBEE D AREEY ~ FKCEM ~ 908 & EH
milk formula and other products. Their performance during the year  fbEM * FRKRIBUOT :
is outlined in the table below.

Product

Category Financial Performance Highlights
Emm BBRE HmE @

Liquid milk Revenue amounted to RMB43,326.6 million (2014: RMB43,036.1 million), accounting for 88.4% of
Mengniu’s total revenue (2014: 86.0%)

REL WA RBAR433.266FT(ZF—N4F : AR#430.361187T) * ARFLHARBB.4%(=F—M4F :
86.0%)

UHT milk Revenue amounted to RMB21,364.5 milion (2014: - Coinciding with the 10th Anniversary of

UHTY; RMB23,701.6 million), accounting for 49.3% of the its launch, Milk Deluxe debuted the latest
liquid milk segment revenue (2014: 55.1%) upgrade in January 2016. In particular, the
WA BARE213.645(ET0(ZZ— U4 : premium protein contained in every 100ml
AR#237.016187T) * ERETHKA49.3%(=F of milk was increased from 3.3g to 3.6g,
—PU%E : 55.1%) whereas the primary calcium content was

increased from 110mg to 120mg, representing
a new level of nutrition
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healthy lifestyle centering on milk, delivering a
perfect combination of healthy nutrition with
sport
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Product

Category Financial Performance Highlights
EmmE BBRR BB

- Awakening Youth Milk, a dairy product with
specialized functions suitable for the middle-
aged and the elderly, is dedicated to the
health of the elderly. It conveyed the brand
principle that “every box of milk carries our
regards”, addressing consumers’ needs for
emotional communication

— BRESIIEEATEZFRENEREI
m BEEZFRE  BEIE—HERLEN
EEINDBRER  REHBEBRERNT

— XinYangDao upgraded the packaging of
three products, whole milk, low-fat milk and
nutritious milk, relieving consumers with
lactose intolerance from difficulty in digestion
and featuring the slogan “Lactose-free milk,
better ingestion of nutrients”

— HEE2E B PE=NERNEEDA
TR - ERIAETTEE AR URKNE
B 2NITEITIARF - £' TR

— Latte highlighted the marketing theme of “Fully
enjoy the romantic good taste”. Apart from
sponsoring online variety shows, Latte was
also the sponsor of A-mei’s world tour concert
offline and appointed Kris Wu as the brand
ambassador in order to turn their fans into
loyal consumers and enhance the consumers’
loyalty to the product through celebrity
association

— PHREIEZREFRE INEHEIE  RE
EMGEEHE - KT B RERE RXOHER
g WERHRTARKREA - EBHAZUE -
AOBHHBIERBEHEE  REHEEY
EmHBEE
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Milk beverages ~ Revenue amounted to RMB10,434.7 million (2014: - Go Chang, a tasty fat-free UHT pro-biotic

A RMB11,920.6 million), accounting for 24.1% of drink, was officially launched in January
liquid milk segment revenue (2014: 27.7%) 2016. Since it contains six probiotics and is
WABAREA04.347TT(ZF— M4 free of fat and any preservative and pigment,
AR#E119.206187T) - IERETKRA24.1%(=F Go Chang is helpful in colon cleansing and
—PUE : 27.7%) making our body feel comfortable

- HETAENERIBRERMGER _F
—A~F-ARRLT  BREREIER
TRl - BAMEADRERER  EHEX
BEEE - EHREHRER

— In the Future Star series the brand Miao
Miao Kid Milk has been recently launched
with fortified calcium, iron and zinc and the
addition of prebiotics, satisfying children’s
requirements for nutrition

— AXKERINFHBPY ZEXRFY - &I
TEFERSETERT KR TEZTFHESR

=M

— Suan Suan Ru has introduced innovative Off
POP packaging. Benefitting from its brand
ambassadors TFBOYS, a popular music
group, Suan Suan Ru aims to attract young
consumers by highlighting the vibrant nature
of the brand with feature of the “Voice of
Music” to convey the youngbrand proposition
of “Youth, daring to do and say”

— BRI BHEBBHANNEREBEERBAR
HERFATFBOYS - MRS 2B IREA M
M B S LR BREFEEBIRE
BE[B%E  BZUOH E IMFEREE

- The marketing of Fruit Milk Drink is based on
the slogan that “Fruity Milk Offers What is Fun
(i DAL - 8RB E#)”. Through the three
dimensional dissemination model as built by
film, TV programs and network programs,
Fruit Milk Drink can better convey the idea of
the brand that “Reality is More Fun”

— ERABEDRORN  BARLE NEREE
B MNAEY BHRHAE - BREASEER
BITEVRBERES  BIFEEIEESH
Fun M) E mIER




6 China Mengniu Dairy Company Limited FEIE4A£5R A F

Management Discussion and Analysis B2 B &I & 2

Product
Category Financial Performance Highlights

Emm MBRE BAE@

- Yoyi C newly launched a 340ml low-sugar
flavor beverage and an upgraded sea salt
lemon flavor beverage, with fermentation
based on the active probiotics originated from
Denmark, offering consumers a truly refreshing
taste. In addition, new 100ml plain, apple and
strawberry flavors were also available

— B CRMHEHBM0ZAER AR RFARMRE
IR OK - BRER - ARESEHNEN
mERER  REEETREEER - WHE
10027 R RIK - BRKMEEWKRER

Yogurt Revenue amounted to RMB11,527.4 million (2014: -~ Champion, adopting the new 250-gram Tetra
37 RMB7,413.9 million), accounting for 26.6% of the Pak packaging, was made with selected
liquid milk segment revenue (2014: 17.2%) premium Australian oats, BB Bifidobacterium
WABARBAN527HMETL(ZE—MEF from Denmark and the milk sources of
ARBET41398TT) - EREPDIA26.6%(=F Mengniu ranchers, producing the “great
—PU%E 1 17.2%) yogurt that cannot be replicated”. Besides,

new yellow peach oat and walnut oat flavors
have been launched

— B A RAEH2505 MR K - BERM
BAFEE  AEBBEEKRFHZNR - I
HE RS Bk SRR ARk AT O OK - BN ITE
[ RIAE S AT BR Y

A 2

- Bio adopted a new 170-gram packaging,
which was more convenient for consumers
to carry and enjoy the additive-free healthy
yogurt anywhere and anytime

— EEBEE1T0RMBERENES  HEEAMN
BERBE MY = 2[RI R FREL N BV 45 SR 44

— In a new product launch by Mengniu, the
Nourishing+ Red Dates flavor yogurt pleased
consumers with a rich and creamy taste and
rich nutrition, especially the red date oat and
red date walnut flavors, the perfect blend
of nourishing red dates, aromatic oats and
walnuts and nutritious yogurt

— R4 LA EABAE+RY) - BAREK
EREK KA RZRERBE S IS RAES
HERKNEEREBRDNEETERS © RHE
BEEIEEFBNORMEBEANEER

» adl 2
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- With “Yogurt, Just Yoghurt” as this year’s
marketing theme, Just Yoghurt joined
forces with local media and held the offline
promotion activity “Runs the Bubble”, to
further consolidate the pure fresh image of the
product

— AFNBRAY  BRAERIERFREEHE
B OBBETFH I ERIERRTRRKRE
8 FERNAEETERRAAD

Ice cream Revenue amounted to RMB2,141.2 million (2014: — Deluxe released the latest yogurt ice cream
TR RMB2,716.1 million), accounting for 4.4% of the packaged in a plastic cup. This product was
total revenue (2014: 5.4%) fermented completely from pure fresh milk,
WA BARE21 4128 (ZZ—P04F : and later processed by ice cream-making
AREE27161187T) » (hBA4.4%(ZF— U4 : technology. It is a crossover product with two
5.4%) taste textures concentrated in one cup, which

means that consumers can enjoy the tasty
and refreshing ice cream while experiencing
healthy and nutritious yogurt

— BHEEZHL BB ENBRTACEN - &
B N100% E B2 - BRI E N T
MAH — Mz [ERER - MERZHE
ERBIAKKRNNHBEEEE  XZEXE
KR ) S IR 7k 3

— Ice+ has launched the new lemongrass and
peach and apricot flavored yogurt ice creams.
Delicious yogurt ice cream with real fruit pulp
wrapped in an icy shell is not only tasty and
useful in relieving summer heat, but also totally
redefines the Ice+ brand to consumers with
the rich taste, beyond the traditional brand
concept of icy and cool, thus making it a
favorite choice of consumers

— S+ RHERAESREERMEENOKRS
B ARINRBERBDEROEINZL - A
EERA - —HEAARERRELSRS - T
EXKR - B2 BOKEE  HEEETRY
K+ mERESHRE  FHEEETED

LS
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— Suibianbaoliao is a new crossover product
developed with Mengniu’s unique wet-
and-dry separation technology, marking a
breakthrough in solving the difficult technical
challenge of water transfer when producing
ice cream. Suibianbaoliao was the first ice
cream product based on dry ingredients in the
domestic market. Its taste is crispy and lasting
bringing more enjoyment to consumers

— BEERH R —FERABEIN SR D B RT3
MACHIES 3T m - =B T KK D B
Mg - ZEm A AR RE R AN - O
FARNR TR BEEE SR BRRR

Milk formula Revenue amounted to RMB3,228.8 million (2014: -~ Mengniu has launched an “contaminant-free”
% RMB3,961.0 million), accounting for 6.6% of the new product, Ruipuen Organic Infant Milk
total revenue (2014: 7.9%) Formula, with milk sources from Europe which
WABARG2.288(E (=T —M04F : has been certified by the responsible organic
AR#39.610187T) * 15BHA6.6%(=ZF—M04F : authority in China. The product aims to set the
7.9%) highest safety standard for milk formula and

endeavors to bring Chinese mothers higher
quality and safe milk formulas

— REBMITRR I G EF LT
# - RABNGR - KBEAEEERRE
FETENMNZENEREE  2HRTESE
IEEREBE LT DNNER

- A new member, Meimengyi, has been
added to Oushi Mengniu’s “Beauty Series”.
Its formula is designed to best suit babies’
nutrition needs by releasing various growth,
nutrition and health active elements in order to
provide comprehensive and balanced nutrition
for babies at every stage of growth and
development

— BHYRFIRRIBERFTHEXHm @ TEX
HEBEMTNEERS  BREBEHEE
BRAF ZBEESE4LREEBREE=E
X2H - HENES

— Yashili has launched the Super a -Golden
and Arla Merla milk formula series offering
quality nutrition targeting the high-end market

i segment
- - BEAELABEELEBTENER-2F

RAraZ ZEZ K - T ®mT %
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Other products Revenue amounted to RMB329.9 million (2014:

HtER RMB336.0 million), accounting for 0.6% of the total
revenue (2014: 0.7%)
WABARES209E (=T —04F ¢
ARH#S.360187T) - (HAEMKA0.6%(=F—M4F :
0.7%)

Highlights
BB

— Arla Foodst) ZZAIBIFARK ~ AR - &

Catering for cardiovascular and osteoporosis
related health issues of the middle-aged and
the elderly, Yashili has developed Awakening
Youth Energizer Milk with special phytosterol
ester additives, and Strengthener Milk with
special milk mineral additives
HEREHERZFEALNEMEERRNEE
MR - B T RN INEY & B R EAFZ )
B RN INFLIR Y B R E 7 47

Four flavors of Arla Foods’ Kids Cheese Sticks
including plain, mild, strawberry and banana
are available, providing a variety of tastes and
nutrition content for kids

4+

BEE
MERNEORK  ARETREFMNOXER

The joint-equity company has launched
two series, namely walnut and almond, of
ZhiPuMoFang, the nutritious beverage with
plant protein, fulfilling the demand in the
premium plant based beverage market in
China

GEENRELAEEESEMERDEERDEHK
FMEBARERS - HE TEAEYEDKE

BimHE
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Mengniu has deployed its production capacity in line with market
potential while executing its product strategy. As at December
2015, Mengniu has 33 production bases across the country, with a
total production capacity of 8.68 million tons (December 2014: 8.10
million tons).

Mengniu has consolidated its social responsibility into the
corporate culture, persisting its vision of “sustainable ecosystem”
that includes aspects of food safety, product innovation, efficient
management, green development, care for staff as well as
community development. During the year, Mengniu, together with
its partners, employees and warm-hearted persons from all walks
of life, has strived to bring happiness to society.

Mengniu has always endeavored to improve education in rural
areas. Starting from donation of materials through charity activities,
“Looking for Teachers with the Most Beautiful Hearts in Rural
Areas”, Mengniu has gradually allied with other social celebrities
and ecosystem partners to jointly participate in the establishment
of sustainable ecosystem that provides assistance for the public
interest. Through the project of “Give a Lecture in My Hometown”
initiated three years ago, Mengniu has already provided children
living in rural areas with numerous lectures concerning music,
sport and English learning by cooperating with 108 charities, 89
enthusiastic individuals and a voluntary team comprising more
than 30,000 Mengniu staff. This activity has covered a total of
more than 600 rural schools in 22 provinces and municipalities,
benefiting more than 100,000 teachers and students. During the
year, Mengniu has also collaborated with Beijing Normal University
and professional institutions, to arrange medium and long term aid
for education, which provided direct support to rural schools and
quenched children’s hunger for knowledge. As more celebrities
have joined in, the activity has received increasing public attention.
As for children living in poor areas, in addition to donating materials
to improve educational conditions there, Mengniu also aims to
nurture their souls and visions through spiritual communication with
voluntary teachers.

SERBEMHBONERRBMBER  BE—=
E—hF+-A SHEREHARBEEEMIS
- EtesLheesElE(—E—mE+—A
8108MA) °
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The Chief Executive Officer of Mengniu, Ms. Sun
Yiping, has enthusiastically supported the “Give a
Lecture in My Hometown” activity and has given
lectures to children in the rural area

STRBAFELL T AT HEER LER]
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Annual Report 2015 —E—HFF3{

Management Discussion and Analysis B E51m & 247

During the year, Mengniu has played an active role in the “Red-
ribbon Health Ambassador Campaign on Campuses Advocating
a Beautiful Youth”, with the objective of preventing the spread of
AIDS. As HIV-positive carriers have progressively become younger,
university students have become a high risk group vulnerable to
AIDS. For almost 13 months, Mengniu has visited 16 universities
in 14 provinces across the country, including Dongbei University
of Finance and Economics, Fudan University, Nankai University,
China Agricultural University, Zhejiang University, Hunan University,
Shenzhen University, etc., to provide AIDS-related voluntary
education for students there. In order to raise awareness among
the youth, Mengniu has encouraged users of WeChat, a social
media, to light up the red-ribbon images, so as to reinforce the
influence and dissemination of this campaign.

In connection with the “University of Ranchers” project initiated
since 2013, Mengniu has established advanced education and
training bases through the alliance with partners at the top of
the industry chain and the integration of hundreds of domestic
and overseas experts, supported by responsible authorities and
leading institutions like the Ministry of Agriculture, China Agricultural
University and Holstein. Since its initiation up to the date hereof, the
“University of Ranchers” has trained more than 1,800 people and
raised 348 practical and innovative rancher projects, contributing
significantly to the sustainable development of the dairy industry
and cultivation of professional talent.

With respect to energy saving, Mengniu has put in place a five-
year water-saving plan in 2014, implementing eight water-saving
practices. These practices include saving water used in cooling
towers, recycling of water used for cooling equipment, recycling
of steam-condensed water, recycling of water used for equipment
cleaning, saving water for utilities through the upgrade of water
treatment plants and reduction of water consumption, all aimed at
substantially saving water. During the year, Mengniu has completed
implementation of 41 such water conservation-related practices,
saving 864,000 tons of fresh water each year.

FA - RFRB2HE X FRRME —AHTR
BEAESERETEHELRITE - BEEX
REBRBZNHBREHFEL  KRELEDEXAED
ERmNERAR  BER13EA - R4EFH T2
B14EER - SEEETRIEFEARE - BEX
82 mRAAS  PEEEXRE NI KE -
KRB RYKBF16F BN - BEMFAREKS A
HE - REIEFBFEANEL  RTEULIBRE
B—EMRAGTRERNESEN - A
EYRRR N FNESE S -

B2 =F/H  XTRRIMBEIAR 2%
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Mengniu has played an active role in the “Red-
ribbon Health Ambassador Campaign on
Campuses Advocating a Beautiful Youth”, with the
objective of preventing the spread of AIDS

SFBIESE[ R B RRME — A ABREAME
BFERETIRLELRTE
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In 2015, Mengniu activated the second stage of the “Ecosystem
1+1” project principally involving Just Yoghurt, Yoyi C and other
core products, focusing on the reduction of energy and water
consumed in production. Through close cooperation with the
plants and departments responsible for safety, environmental
protection, technology, research and development, and quality,
Mengniu has optimized the production procedure, cleaning process
and equipment, which in turn has enabled it to save energy, reduce
consumption and cut costs.

In order to more effectively control the real-time discharge of
wastewater, Mengniu has established an on-line wastewater
monitoring system at Group level and implemented real-time and
on-line monitoring of the sewage indicators at 30 sewage treatment
plants. Mengniu has also established the Energy Management
and Control Center. Through automatic collection, monitoring and
analysis, energy data from all of its production factories nationwide
have been summarized in the Center for centralized management
and monitoring. In November 2015, the pilot projects processed
by the Center have been successfully inspected and accepted by
the Energy Control Center of Inner Mongolia Autonomous Region,
representing an efficient reduction of energy consumption per ton
of products.

As for environmental protection, Mengniu has strived to promote
utilization of renewable energy by replacing natural gas with biofuel
and renovating the boilers. At the moment, two biofuel boilers
weighing 15 and 10 tons at Wuhan factory respectively and one 25
ton biofuel boiler at Tangshan factory have been established and
have commenced operation. Upon completion of the renovation,
it is expected that approximately 31,000 tons of standard coal
will be saved and 77,300 tons of carbon dioxide will be reduced
on an annual basis. Meanwhile, Mengniu has actively adopted
a synergistic energy model and replaced all the ordinary power
stations with high-efficiency power stations. Upon the completion
of the modification, 4.12 million kWh of electricity are expected to
be saved annually.

SEER T -RFMI TIEEE1+1]HEHN
FE_ER - F_RRIZHEAY  EFxCH
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Mengniu’s corporate social responsibility efforts were fully
recognized both by the society and the industry. In 2015, Mengniu
was awarded with the prize of “Chinese Enterprises Environment
Contribution” at the Sixth Chinese Enterprises Green Development
Forum, and its CEO, Ms. Sun Yiping, was also honored as the “China
Corporate Social Responsibility Outstanding Entrepreneur” at the
Seventh China Corporate Social Responsibility Summit. Besides,
Mengniu’s project “Dairy Enterprises Relying on the Management of
Sustainable Milk Sources” garnered the second prize in the “National
Business Administration Modern Innovation Achievement” scheme.
Furthermore, for the “Mengniu Corporate Social Responsibility
Project of University of Ranchers”, Mengniu was honored as
the “Golden Bee Enterprise” and was selected for the “Golden
Bee CSR China Honor Roll” in 2014 as an example of Chinese
enterprises fulfilling their corporate social responsibility.

As at 31 December 2015, the Group has a total of about
39,683 employees in China and Hong Kong, including around
4,641 employees of Yashili. During the year, total staff costs
(including salaries of directors and senior executives) amounted to
approximately RMB3,438.9 million (2014: RMB3,307.9 million).

Mengniu strongly believes that the core element for the Group’s
sustainable development is “motivating its staff to grow together
with the Group”. During the year, Mengniu has actively developed a
culture that encourages amicable competition and motivation, and
has built up, nurtured and strengthened the talent team through
four major aspects, namely team contribution, team enhancement,
team cooperation and team building. Specific measures included
conducting corporate culture audit, team and staff appraisals and
staff efficiency audit; as well as improving remuneration system,
managing staffing cost, deploying e-HR and adopting a restricted
share award scheme.

Guided by its innovative personnel management concept, Mengniu
designed the team and individual appraisals and put them in place
in specific departments. Through the implementation of the project,
Mengniu has examined and planned for the future corporate
structure, identified and developed talent with high potential and
established succession plans for key positions so as to achieve the
strategic objective of the Group’s business development and the
sustainable growth of the Group.
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During the year, to achieve professional development of its talent in
two different fields, Mengniu has continued to implement two talent
selection and training programs, namely the “Management 100
Series” and the “Professional 100 Series”. For the five sub-projects
of the “Management 100 Series”, specifically “100 Senior”, “100
Junior”, “100 MT”, “100 GT” and “Mulan 100’, a total of 21 training
courses have been conducted and the accumulated training
headcount was 1,807 individuals since the launch of the program in
2013. The five sub-projects of the “Professional100 Series”, namely
“Quality 1007, “Sales 100", “Technology 100", “Milk Source 100"
and “100 PT”, a total of 17 training sessions have been conducted
and the accumulated training headcount was 1,689 individuals.

In addition, Mengniu continued to promote and implement the
“Big Dipper” leadership behavior model, encompassing its vision,
innovation, teamwork, execution, organization, and decision-making
and training skills, and has applied the model to development and
the succession plan, for the purpose of boosting the leadership
capability of its management across various levels.

The year of 2015 presented challenges for China’s dairy industry,
with an over-supply of raw milk, fluctuations in consumers’ demand
and intense market competition. However, there is still huge room
for the growth for dairy product consumption per capita in China.
Besides, the acceleration of urbanization, rising per capita income
and the implementation of the two-child policy in the country can
facilitate increasing total domestic consumption of dairy products
in the long term. Meanwhile, as consumption demand continues
to escalate and consumers have stronger expectation for high-
end nutritious and healthy dairy products, these trends will spur the
innovation of product categories and upgrading of products for the
dairy industry, resulting in optimization of the industrial structure. As
the industry’s leading dairy enterprise, Mengniu will closely monitor
market developments to continually capitalize on any opportunity
brought about by the changes.

In the future, Mengniu will continue to closely cooperate with its
strategic partners. Mengniu will learn from advanced experience
and technology from the international partners, hoping to speed
up innovation in research and development and to enhance
operational management efficiency. Mengniu will strive to expand
its income and profit base and optimize efficiency by adopting cost
control measures. Mengniu will increase the basic market share of
liquid milk and reinforce its leading position in the chilled products
market. As to the milk formula business, it will continue to conduct
channel transformation and brand upgrades with coordination
of international strategic resources. Through the execution of its
“internationalization” and “digitalization”, Mengniu endeavors to
realize its corporate vision of “becoming a century-old consumer-
oriented and innovation-led food company offering nutrition and
health”.

China Mengniu Dairy Company Limited FEIE4A£5R A F
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Mengniu will utilize its digital tools to increase direct communication
with consumers, so as to more clearly understand their needs and
provide them with more selections of nutrition and health products.
At the same time, it also emphasizes brand building. Through
strengthening the parent brand and creating synergies between
the parent and sub-brands, Mengniu has enhanced the two-way
interaction with consumers and their brand experiences, so as to
clearly convey Mengniu’s message of “A Drop of Goodness” to the
general public.

Furthermore, Mengniu will consolidate its sales operation model,
with distributors at the core and distributors, sales companies
and CBU collaborate and develop together over the long term. In
addition, Mengniu will enhance the direct control on sales terminals
and service quality, so as to increase the percentage and volume of
directly controlled point-of-sales. In order to further improve market
penetration, Mengniu will also expand its sales channels to the
urban and rural areas in the more remote regions.

In terms of internal management, Mengniu will maintain the
principle of “optimizing system and processes, cultivating talent
and developing with innovation”. Leveraging the SAP platform,
Mengniu will strengthen its capability of digital management, drive
the transformation of internal management procedures and model,
cut down administration costs, stimulate profit growth and improve
the overall competitiveness of the Group. In terms of soft power,
corporate development relies on cultivation of talent. Mengniu will
continue to show its most sincere concern to each individual staff
and pay close attention to the cultivation of their innovative spirit
and global vision, as it pursues the corporate culture of “Integrity,
Innovation, Passion and Openness”.

In an ever-changing market landscape, Mengniu will strive to
become the “Most Dynamic Chinese Enterprise” by adopting a
consumer-centric approach and using innovation as a driving force.
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During the year and up to the date of this report, the biographical
details of the Directors and senior management are as follows:

EXECUTIVE DIRECTORS

Ms. Sun Yiping, aged 48, was appointed as the Chief Executive
Officer (*“CEQ”) of the Group and an executive Director of the
Company in April 2012. Ms. Sun graduated from China Agricultural
University (formerly known as Beijing Agricultural Engineering
University) with a Bachelor’s degree with specialisation in food
engineering and a Master’s degree with specialisation in agricultural
products processing engineering. She also holds an Executive
Master of Business Administration degree from the Olin School
of Business of the University of Washington in the United States.
She joined the COFCO Group in 1993 and was involved in the
management of COFCO Group’s investment in Coca-Cola bottling
business. She became the deputy general manager of Swire
Guangdong Coca-Cola Limited in 1997 and the general manager
of Hainan Coca-Cola Beverages Co., Ltd. in 2002. Ms. Sun
concurrently became the general manager of Zhanjiang COFCO
Coca-Cola Beverages Ltd. in 2005. Prior to joining the Group
as CEO, Ms. Sun was the deputy general manager of COFCO
Property (Group) Co., Ltd., a company listed in Shenzhen. Ms. Sun
currently serves as a non-executive director and the chairman of
the board of directors of Yashili, a company listed in Hong Kong.
Throughout her 20 years of work experience, Ms. Sun has acquired
extensive management experience in the sale and marketing of
branded food, processing of food and oil, and real estate as well
as more than 10 years of extensive management experience in the
fast-moving consumer goods industry.

Mr. Bai Ying, aged 45, was appointed as an executive Director
of the Company in July 2008 and is an executive vice president
of Inner Mongolia Mengniu Dairy (Group) Company Limited (“Inner
Mongolia Mengniu”). With effect from 6 June 2014, Mr. Bai was
appointed as the chief operation officer of the Company. Mr. Bai
graduated with a Master’s degree from Inner Mongolia Agricultural
University and holds a Master of Business Administration degree
from China Europe International Business School. Mr. Bai was
the vice president of Inner Mongolia Mengniu and the general
manager of UHT milk division of Inner Mongolia Mengniu. He
has been working in the dairy industry for over 20 years and has
extensive management experience in the dairy business. In 2010,
Mr. Bai was elected as “Progressive Staff of Hohhot” and “Inner
Mongolia Autonomous Region Labour Model” for the second time.
Mr. Bai was elected as a committee member in the third session
of the Standing Committee (Enlarged) meeting of the Third Young
Federation of the Central Enterprises held on 12 October 2013. Mr.
Bai was a non-executive director of Yashili during the period from
June 2014 to April 2015.
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NON-EXECUTIVE DIRECTORS

Mr. Ma Jianping, aged 52, was appointed as a non-executive
Director of the Company and the Chairman of the Board of
Directors of the Company in February 2016. He joined COFCO
Corporation in 1986 and is currently a vice president and the
director of the strategy department of COFCO Corporation. Mr.
Ma holds several directorships in certain subsidiaries of COFCO
Corporation, including the deputy managing director of COFCO
(Hong Kong) Limited, chairman of COFCO Meat Investment Limited
and a director of COFCO International Limited. Mr. Ma is also a
non-executive director and the chairman of the board of China
Foods Limited, a company listed in Hong Kong; a non-executive
director of Joy City Property Limited, a company listed in Hong
Kong; and a director of COFCO Property (Group) Co., Ltd., a
company listed in Shenzhen. Mr. Ma was a non-executive director
of the Company during the period from August 2009 to March
2014. Mr. Ma graduated from University of International Business
and Economics and later obtained a degree of Executive Master
of Business Administration from the same university and he has
extensive experience in strategic planning, corporate finance,
investment and M&A, and business management.

Mr. Ning Gaoning, aged 57, was appointed as a non-executive
Director of the Company in August 2009 and the Chairman of the
Board of Directors of the Company in June 2011 until February
2016. Mr. Ning was the chairman of COFCO Corporation and
COFCO (Hong Kong) Limited, a non-executive director of China
Foods Limited, a company listed in Hong Kong, a non-executive
director of China Agri-Industries Holdings Limited, a company listed
in Hong Kong, a non-executive director of CPMC Holdings Limited,
a company listed in Hong Kong and a director of certain other
subsidiaries of COFCO Corporation. Mr. Ning was also a director of
BOC International Holdings Limited, an independent non-executive
director of Bank of China (Hong Kong) Limited and an independent
non-executive director of BOC Hong Kong (Holdings) Limited, a
company listed in Hong Kong until October 2014. Mr. Ning was an
independent director of Huayuan Property Co., Ltd., a company
listed in Shanghai, until 24 November 2014. Before joining COFCO
Group, Mr. Ning held various positions such as vice chairman,
director and general manager of China Resources (Holdings)
Company Limited. Mr. Ning has more than 20 years of experience
in corporate management, investment and corporate finance,
business restructurings and governmental relations. Mr. Ning
graduated from Shandong University in China with a Bachelor’s
degree in Economics and from the University of Pittsburgh in the
United States with a Master of Business Administration degree in
Finance.
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Mr. Yu Xubo, aged 50, was appointed as a non-executive Director
of the Company in August 2009 and acted as a vice-chairman of
the Board of Directors of the Company from June 2011 to February
2016. Mr. Yu is currently the president of COFCO Corporation and
a director of COFCO (Hong Kong) Limited, a non-executive director
of China Agri-Industries Holdings Limited (“China Agri-Industries”),
a company listed in Hong Kong, a non-executive director and the
chairman of the board of directors of China Modern Dairy Holdings
Ltd. (“Modern Dairy”), a company listed in Hong Kong, a non-
executive director of Noble Group Limited, a company listed on
the Singapore Stock Exchange, and a director of certain other
subsidiaries of COFCO Corporation (including the Company’s
substantial shareholders). Mr. Yu was a director of Glory River
Holdings Limited, convertible bonds of which were listed and
quoted in Singapore, until May 2013, the chairman of the board
of directors of China Agri-Industries and China Foods Limited
(“China Foods”), a company listed in Hong Kong, respectively until
August 2015 and was a non-executive director of China Foods until
February 2016. Mr. Yu holds a Bachelor’s degree in Economics
from the University of International Business and Economics in
Beijing and an Executive Master of Business Administration from
China Europe International Business School.

Mr. Niu Gensheng, aged 58, is a non-executive Director of the
Company, one of the members in the team founding Yili Group,
the founder of Inner Mongolia Mengniu and the founder of Laoniu
Foundation. Mr. Niu graduated from Inner Mongolia University
with a degree in Administration and Management and obtained
a Master’s degree in Enterprise Management from the Chinese
Academy of Social Sciences Graduate School. With his extensive
experience and insights in China’s dairy industry, Mr. Niu enjoys
a high reputation in the industry. In 2007, Mr. Niu was elected
as one of “China’s Most Influential Business Leaders” for the
fifth consecutive year, and was honoured the “2007 Hong Kong
Bauhinia Award.” Mr. Niu is devoted to charity. He was on the
list of “China’s Top 10 Philanthropists” published by the Ministry
of Civil Affairs of the PRC in 2007 and ranked third in the “2007
Hurun Top 10 for Charity”, and received the first and only “Lifetime
Achievement in Philanthropy Award” presented by the “China
Philanthropists List” in 2010. Mr. Niu was an independent non-
executive director of Alibaba.com Limited, a company previously
listed in Hong Kong and withdrawn from listing in June 2012, until
21 June 2012.

FRgEEE 505 R-ZTAFENAEZTE
KAFERITES  TRZZT——FAE=F
—NFZABMAETRARRIEEGEIERE - TX
SR ATREBRBERAGEE  PEEER(ES)
BRAREE BB LEMARITEERIZRAER
AR FEER])ENTES FELTREFP
B HEER AR AR (BAKE I FRTE
EREECIRE  FNHERSH AT TR FINoble
Group Limited3E{TE B AR FIEEEFRAF]
ETEMMBAR(EFBREARARARETERR)E
F o T4 BIETGlory River Holdings Limited (£
ARREFEF IS LT EEEE T —=
FRA  DRETHERALREE EMARREH
RAMABRAR(FRERNEESXRFEE -
—RFNA UREEATFRERRIENTESTH
EZFE-RNFZA c TREEEMNIEREIMNEE
BHRBWEQESE LB - HENERRE
BRImZEhafhEBAEIHEBRBETSMN -

FREERE 585 ARFFRITEERFF
SEHARERKE  REFFEIRATNEFES
ZRBA - FRARERBENATHKRE  FETH
BN - WA BB B A A S
ETEELSM - FAEHPRIRENRLSE
B BEZESNTELSR  ROEREEES
e FEER L FFREEEPEZAY
BHMCEEH] TEETFI S LFHEXE
FIfEEE] o FHREMNREEEE  RZZ2T+F
By EARIMBERBBEMO R E+RES
RIEE WK T FE+RESE T
FEZ NP _EESFE(FEESHTE]E
RBMRME— R SRR EE] o F e TIE
AMEEEREEKERAR(AIEBLETAR  B=
T CFARNARE LM BUERTEZTEE T
—ZHFRNAZF+—H-



Annual Report 2015 —E—HFF 3§

Directors and Senior Management EER SR EIEE

Ms. Liu Ding, aged 61, was appointed as a non-executive Director
and a vice-chairwoman of the Board of Directors of the Company
in January 2013. Ms. Liu graduated from Beijing Normal University
with a Bachelor’s degree in History and holds an Executive Master
degree in Business Administration from Cheung Kong Graduate
School of Business. Ms. Liu was appointed as a non-executive
director of China Foods Limited, a company listed in Hong Kong,
on 28 March 2011. Ms. Liu joined COFCO Corporation in April
2005 and is currently a director and the head of the Communist
Party Discipline and Inspection Team of COFCO Corporation. Prior
to joining COFCO Corporation, she was a deputy director of the
Propaganda and Education Bureau of the Propaganda Department
of the Chinese Communist Party. Ms. Liu has more than 20 years
of experience in legal affairs, general management, governmental
relations, public relations, corporate culture development,
organisation development and propaganda and education.

Mr. Finn S. Hansen, aged 56, was appointed as a non-executive
Director of the Company in July 2012. Mr. Hansen graduated from
Haderslev Business College in 1986 with a Bachelor’s degree in
Commerce. He joined Arla Foods in 1977 and has held several
management positions within Arla Foods’ international business
group, including a three-year position in Canada and more than ten
years in various countries in the Middle East. In 2006, he became a
senior vice president with responsibility for Arla Foods’ activities in
the Middle East and North Africa. Mr. Hansen was appointed as an
executive vice president in 2012, with the overall responsibility for
Arla Foods’ activities outside Scandinavia, Germany and the United
Kingdom.

Mr. Christian Neu, aged 60, was appointed as a non-executive
Director in September 2013. Mr. Neu joined Danone in July 1986,
where he was initially engaged in sales and marketing activities and
later became the general manager of various local and regional
companies of the Danone Group. Between November 2007 and
January 2011, he was the president of the baby nutrition division
and a member of the executive committee of the Danone Group.
Since February 2011, Mr. Neu has been a strategic consultant of
the Danone Group. Prior to joining the Danone Group, he served
in the sales departments of various international companies
including Procter & Gamble, the Ferrero Group and Lindner &
Fischer GmbH from 1979 to 1986. Mr. Neu has over 30 years of
experience in the management of fast-moving consumer goods
with outstanding performance particularly in sales, marketing,
integrated management and international business management.
He graduated with a Bachelor’'s degree from Fachhochschule
Saarbrucken University in Germany with a major in Sales and
Marketing in 1979 and obtained a Master’s degree in Marketing
Management from University of St. Gallen in Switzerland in 1993.
Mr. Neu currently serves as a director of Yakult Honsha Co., Ltd., a
company listed on the Tokyo Stock Exchange.
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INDEPENDENT NON-EXECUTIVE DIRECTORS
Mr. Jiao Shuge (alias Jiao Zhen), aged 50, was appointed as a
non-executive Director of the Company in February 2004 and is a
vice-chairman of the Board of Directors of the Company. Mr. Jiao
was redesignated from a non-executive Director of the Company to
an independent non-executive Director of the Company with effect
from 12 April 2012. Mr. Jiao joined the Group in September 2002
and is currently a director and managing partner of CDH China
Management Company Limited. Mr. Jiao received a bachelor’s
degree in mathematics from Shandong University and a master’s
degree in engineering from the No. 2 Research Institute of Ministry
of Aeronautics and Astronautics. Currently, Mr. Jiao also serves as
a non-executive director and deputy chairman of WH Group Limited
and an independent non-executive director of China Southern
Airlines Company Limited, a company listed in Hong Kong, a
director of Joyoung Company Limited and a director of Henan
Shuanghui Investment & Development Co., Ltd., both companies
listed in Shenzhen. Mr. Jiao was a non-executive director of China
Yurun Food Group Limited, a company listed in Hong Kong, from
13 April 2005 to 22 September 2012 and a non-executive director
of China Shanshui Cement Group Limited, a company listed in
Hong Kong, from 30 November 2005 to 16 May 2014.

Mr. Julian Juul Wolhardt, aged 42, was appointed as a non-
executive Director of the Company in January 2006 and was
redesignated from a non-executive Director of the Company to an
independent non-executive Director of the Company with effect
from 12 April 2012. Mr. Wolhardt is currently a partner of KKR Asia
Limited focusing on private equity transactions in the Greater China
region. Mr. Wolhardt is a certified public accountant and certified
management accountant and received a bachelor’s degree in
accounting from the University of lllinois (Urbana-Champaign) in the
United States. Mr. Wolhardt currently serves as a non-executive
director of Modern Dairy, and an independent non-executive
director of China Cord Blood Corporation, a company listed on the
New York Stock Exchange. He was a non-executive director of
United Envirotech Ltd, a company listed in Singapore, from October
2011 to August 2012.

Mr. Zhang Xiaoya, aged 53, was appointed as an independent
non-executive Director of the Company in May 2009. Mr.
Zhang is a graduate of the Shandong University and the school
of management at the Beijing University of Aeronautics and
Astronautics and is a senior engineer. He is currently the chairman
of Zhong Ding Dairy Farming Co., Ltd (FF & 2GR A 7)), as well as
the chairman of Beijing Xindajiading Investment Limited Company (3t
REERRREARAT), an independent director of New Focus
Auto Tech Holdings Limited, an independent director of Syswin
Inc. (BJEAL42) and Guangzhou Zhujiang Digital Group (&M 2RI E
iS5 ). Mr. Zhang previously served as a director and president
of AirMedia, a company listed on NASDAQ, and the chairman of
Unibank Media (55 f&3& (&2 £ 5 E).
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Mr. Wu Kwok Keung Andrew, aged 62, was appointed as
an independent non-executive Director of the Company in April
2013. Mr. Wu graduated from the University of Hong Kong with
a Bachelor’s degree in science in 1974. He worked for Ernst &
Young for over 33 years before retiring from the firm in January
2010. He served as the managing partner of the Beijing office of
Ernst & Young from 1997 to 2000, the Quality & Risk Management
Leader of the China firm of Ernst & Young from 2004 to 2005, the
managing partner of Assurance and Advisory Business Services
(“AABS”) for Greater China from 2005 to 2008, and the Far East
managing partner of AABS from 2006 to 2007. Mr. Wu became
a member of the management committee of the China firm of
Ernst & Young in 2005. He was the regional managing partner of
Hong Kong and Macau from July 2008 to December 2009. He
is a fellow of the Association of Chartered Certified Accountants,
United Kingdom and an associate of the Hong Kong Institute
of Certified Public Accountants. Mr. Wu is an independent non-
executive director, the chairman of the audit committee, a member
of the remuneration committee and a member of the nomination
committee of SPT Energy Group Inc., a company listed in Hong
Kong.

Dr. Liao Jianwen, aged 48, was appointed as an independent
non-executive Director of the Company on 26 March 2014. Dr. Liao
received his Bachelor of Engineering from Northeastern University
of China in July 1988, his Master of Economics from Renmin
University of China in February 1991 and his Ph.D of Business
Administration from Southern lllinois University at Carbondale,
United States in August 1996. He is an Associate Dean and
Professor of Managerial Practice in Strategy, Innovation and
Entrepreneurship at the Cheung Kong Graduate School of Business
in China. His professional experience spans across North America
and Asia. He was a tenured associate professor at the Stuart
School of Business, lllinois Institute of Technology during 2006
to 2012. Additionally, he held various visiting professor positions
at The Hong Kong University of Science and Technology (2001),
China European International Business School (2002) and Peking
University (2007-2011). Dr. Liao is primarily engaged in cross
disciplinary research in strategy, innovation and entrepreneurship,
and in particular the interactions between new economy and
traditional economy. He has won several awards for his research
and teaching, including the research grant awards from the US
Small Business Administration (2007 and 2008) and the Excellence
in Teaching Award in 2009 at Stuart School of Business at
llinois Institute of Technology, United States. Dr. Liao is currently
independent non-executive directors of 361 Degrees International
Limited, Colour Life Services Group Co., Limited and Fantasia
Holdings Group Co., Limited, all companies listed in Hong Kong,
and an independent director of Qihoo 360 Technology Co. Ltd., a
company listed in New York.
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SENIOR MANAGEMENT

Mr. Zhang Ping, aged 51, graduated from Beijing Information
Science and Technology University with a Master degree in
Management Engineering. Mr. Zhang, who joined the Group
in 2014, is currently the chief financial officer of the Group. He
has over 24 years of experience in the industry of fast-moving
consumer goods, specializing in the management of operation,
finance and audit as well as risk control. Mr. Zhang worked in Swire
Beverages group companies as the manager of the internal audit
and system development, the finance director, the general manager
of its bottler manufacturing company and the chief executive officer
of Coca-Cola Bottlers Manufacturing Holdings Limited. Mr. Zhang is
also the non-executive director of each of Yashili and Modern Dairy,
companies that are both listed in Hong Kong.

Mr. Liu Shengli, aged 50, is the vice president of Inner Mongolia
Mengniu group. Mr. Liu graduated from Dalian Fisheries University,
he obtained a master degree in Light Industry Technology and
Engineering from Hubei University of Technology, then a master
degree in business administration from China Europe International
Business School. Mr. Liu joined the Group in 2002. He served as
the general manager of the marketing department of UHT milk
division, the general manager of ice cream division, the assistant to
the president and the vice president of the Group. He is currently
responsible for the management of the development of the Group’s
new business, business relationship building with the Group’s
important clients and the enhancement of the sales capability of
the Group in general. He has been working in the dairy industry for
almost 18 years and has extensive management experience and
advanced management concepts in the dairy industry. Mr. Liu was
honored as a “Labour Model of Hohhot” of Inner Mongolia in 2010.

Mr. Wang Yansong, aged 48, joined the Group in February 2012
as the assistant vice president of Inner Mongolia Mengniu as well as
the person in charge of the quality and safety management system.
Since January 2016, he has also been responsible for public
affairs and relation and government relation of Inner Mongolia. Mr.
Wang graduated in 1990 from the food mechanical engineering
department of Beijing Institute of Light Industry with a Bachelor’s
Degree in Engineering. In 1990, he joined Beijing Refrigerator
Compressor Factory as a production line technology engineer. In
1995, he was appointed the quality engineer for Beijing Embraco
Snowflake Compressor Company Limited. In 1997, he joined
Kimberly-Clark (China) Personal Hygienic Products Co., Ltd and
took up positions including process control engineer, production
manager, product development engineer and quality manager. In
2001, he joined Coca-Cola (China) Beverages Limited as technical
service manager (North China). In 2009, he became the technical
operation manager (Asia-Pacific Region) for Coca Cola. Prior to
becoming the person in charge of the Group’s product quality,
Mr. Wang had accumulated over 20 years of experience in quality
control for fast-moving goods.
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Mr. Gao Fei, aged 39, is the assistant vice president of the Group.
Mr. Gao, who joined Mengniu during its establishment in 1999,
and successively held the positions of regional manager, center
manager, sales director and general manager of sales department
for UHT products; contributing to the rapid growth in the market
share of Mengniu. Mr. Gao has abundant practical experience in
the sales, marketing and promotion of dairy products. In 2013, he
was appointed the assistant vice president of sales. He is currently
responsible for the overall sales management system of the core
business of the Group.

Ms. Zhai Mei, aged 53, joined the Group in 2012 as the assistant
vice president of the Company, and was responsible for the public
affair management system. Ms. Zhai graduated in 1986 from Beijing
University of Chemical Technology with a Bachelor’'s Degree in
Machinery. Ms. Zhai worked for Coca Cola for 20 years and served
as the director of division of community affairs and public relations
in Greater China. Ms. Zhai has over-20-year extensive working
experience and had built up expansive network and rich resources
in various aspects such as public relations, brand communication,
risk management and corporate social responsibility in the
industry. She has led the team to gradually build up the public
affair system, strengthening the communication with consumers,
which has enhanced the Mengniu brand and helped contribute to
the Company’s achievement of various professional honors and
awards, including being ranked 18th among the most valuable
100 Chinese brands in the BrandZ™ list, being one of the Most
Favorite Food Brands of Consumers, “The Best 10 Chinese Fortune
Enterprises of 2014” ([2014FEPE+EFREEH]), the “Best
50 Performers in China” and the Gold Award in “Dandelion” Brand
Management ([BA%R] mEERHES ), the highest honour
in Chinese communications industry. Ms. Zhai was personally
awarded the “PR Personnel of the Year in China in 2013.

Mr. Kwok Wai Cheong, Chris, aged 43, the Financial Controller
and Company Secretary of the Company, joined the Group in
May 2007. Prior to joining the Group, Mr. Kwok was the financial
controller of a Hong Kong Main Board listed company and he also
served in an international accounting firm. Mr. Kwok graduated
from The Hong Kong Polytechnic University with a Bachelor’s
degree in Accountancy. Mr. Kwok is a member of the Hong Kong
Institute of Certified Public Accountants and a fellow member of
Association of Chartered Certified Accountants.
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The Company is dedicated to ensuring high standards of
corporate governance with an emphasis on a diligent board of
directors, sound internal control, and increasing transparency and
accountability to shareholders of the Company (the “Shareholders”).
The Board acknowledges that good corporate governance
practices and procedures are beneficial to the Group and its
shareholders. The Company is committed to improving those
practices and maintaining its ethical corporate culture.

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

Throughout the year, the board of directors of the Company (the
“Board”) has reviewed the Company’s corporate governance
practices and is satisfied that the Company has been in compliance
with all applicable code provisions of the CG Code, except that
the chairman of the Board was unable to attend the annual general
meeting of the Company (the “AGM”) held on 5 June 2015 due to
unavoidable business engagements outside of Hong Kong. For
details, please refer to the section headed “Investor Relations and
Communications”.

THE BOARD

As at 31 December 2015, the Board comprised thirteen Directors,
including two executive Directors, namely, Ms. Sun Yiping and Mr.
Bai Ying, six non-executive Directors, namely, Mr. Ning Gaoning,
Mr. Yu Xubo, Mr. Niu Gensheng, Ms. Liu Ding, Mr. Finn S. Hansen
and Mr. Christian Neu and five independent non-executive
Directors, namely, Mr. Jiao Shuge (alias Jiao Zhen), Mr. Julian Juul
Wolhardt, Mr. Zhang Xiaoya, Mr. Wu Kwok Keung Andrew and Dr.
Liao Jianwen. The Chairman of the Board is Mr. Ning Gaoning and
the Chief Executive Officer of the Company is Ms. Sun Yiping. Each
of Mr. Yu Xubo, Ms. Liu Ding and Mr. Jiao Shuge (alias Jiao Zhen) is
a Vice-Chairman of the Board.

Subsequent to the year ended 31 December 2015 and with effect
from 19 February 2016, Mr. Ning Gaoning resigned as a non-
executive Director and the Chairman of the Board due to his
appointment to a key position in another state-owned enterprise
under the State-owned Assets Supervision and Administration
Commission of the State Council of the PRC, and Mr. Ma Jianping
was appointed as a non-executive Director and the Chairman of the
Board. Mr. Yu Xubo resigned as the Vice-Chairman of the Board
with effect from 19 February 2016 but remains as a non-executive
Director.
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The Board is responsible for the leadership and management of the
Company. Key responsibilities of the Board comprise formulation of
the Group’s overall strategies and policies, setting of performance
and management targets, evaluation of business performance
and supervision of management’s performance. The management
is delegated with the authority and responsibility by the Board
for the management and operations of the Group. The role of
the management is to implement the strategies and directions
determined by the Board and to work within the framework of any
written procedures and instructions laid down by the Board. In
addition, the Board has also delegated various responsibilities to
the board committees of the Company (the “Board Committees”) as
detailed in this report.

Biographies of the Directors are set out on pages 52 to 57 of the
annual report, which demonstrate a diversity of skills, expertise,
experience and qualifications of the Directors. There is no other
material financial, business, family or other material/relevant
relationships among the Directors.

The independent non-executive Directors possess appropriate
professional qualifications or accounting or related financial
management expertise. Their role is to provide independent and
objective opinions to the Board for its consideration and decisions.

The Company has received an annual confirmation of independence
from each of the independent non-executive Directors in
accordance with Rule 3.13 of the Listing Rules. The Board has
assessed their independence and concluded that all independent
non-executive Directors are independent in accordance with the
definition of the Listing Rules.

CORPORATE GOVERNANCE FUNCTIONS

The Board is responsible for determining the policies for corporate
governance of the Company and performing the corporate
governance duties including:

(@) to develop and review the Company’s policies and practices
on corporate governance;

(b) to review and monitor the training and continuous professional
development of Directors and senior management;

(c) to review and monitor the Company’s policies and practices
on compliance with legal and regulatory requirements;

(d) to develop, review and monitor the code of conduct and
compliance manual (if any) applicable to employees and
Directors; and
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(e) to review the Company’s compliance with Appendix 14 to the
Listing Rules (Corporate Governance Code and Corporate

Governance Report).

During the year, the Board has performed the corporate
governance functions by reviewing the Company’s corporate
governance practices.

DIRECTORS’ TRAININGS

Each newly appointed Director is provided with necessary induction
and information to ensure that he/she has a proper understanding
of the Company’s operations and businesses as well as his/her
responsibilities under relevant statues, laws, rules and regulations.
The Company Secretary also provides Directors with updates on
latest development and changes in the Listing Rules and other
relevant legal and regulatory requirements from time to time.

All Directors are encouraged to participate in continuous
professional development to develop and refresh their knowledge
and skills. The Company has arranged in-house trainings for
Directors in the form of seminars and reading materials with
appropriate emphasis on the roles, functions and duties of the
Directors. During the year, a seminar was provided to all Board
members for updates of the Listing Rules by legal advisor. A
summary of trainings received by the Directors during the year
according to the records provided by the Directors is as follows:
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Executive Directors HITES

Sun Yiping FRPE A B, C
Bai Ying BB AC
Non-Executive Directors FHITESE

Ning Gaoning g2aE A B, C
Yu Xubo T A, C
Niu Gensheng HRAE A C
Liu Ding T A G
Finn S. Hansen Finn S. Hansen A C
Christian Neu Christian Neu A C
Independent Non-Executive Directors BIUFHTES

Jiao Shuge (alias Jiao Zhen) EEE(XBEE A C
Julian Juul Wolhardt Julian Juul Wolhardt A C
Zhang Xiaoya sREE AC
Wu Kwok Keung Andrew HAR 58 AC
Liao Jianwen BEX AC

A: attending seminars and/or conferences and/or forums relevant to the
business or directors’ duties

B: giving talks at seminars and/or conferences and/or forums

C: reading materials relating to directors’ duties and responsibilities and
regulatory updates
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BOARD PROCEEDINGS

The Board meets at least four times a year and additional
operational meetings are also held, when required. The Company
Secretary is responsible for preparing agenda and notices for the
meetings. Senior management of the Group also provides the
Directors with relevant information on a timely basis regarding
key business developments of the Group and issues affecting
the Group. Agenda and other information packages are normally
delivered to the Directors before the meetings. The Directors also
have independent access to the senior management in respect
of operational issues. The Directors may take independent
professional advice where appropriate to discharge their duties, at
the Company’s expenses.

The Board held six meetings during the year ended 31 December
2015 and one further meeting since 1 January 2016 up to the date
of this report. Details of the Directors’ attendance at the Board and
Board Committee meetings, the AGM and the extraordinary general
meeting (the “EGM”) held in 2015 are set out in the following table.
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o —BmME  FREMEGENSERITEHEAMN
RREFT EFHANZEEEENESRERE
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Meeting Attended/Held
el
Annual Extraordinary
Board Audit Remuneration  Nomination General General
Meetings® Committee ~ Committee ~ Committee Meeting Meeting
Directors EEERN' FNEER  FMEEE  RAZEEE RREFAR BREAAR
Executive Directors YTES
Sun Yiping A 6/6 il 0/1
Bai Ying =z 5/6 11 0N
Non-executive Directors FHTES
Ning Gaoning ERE 4/6 11 0 0
Yu Xubo Fras 4/6 2/3 1A 0
Niu Gensheng ERE 1/6 0N Al
Liu Ding mT 0/6 0N 0N
Finn S. Hansen Finn S. Hansen 5/6 11 01
Christian Neu Christian Neu 5/6 11 01
Independent Non-executive Directors BV HTES
Jiao Shuge (alias Jiao Zhen) EHB(NEER) 6/6 3/3 1/1 o 1A
Julian Juul Wolhardt Julian Juul Wolhardt 5/6 3/3 3/3 11 0N 0N
Zhang Xiaoya RED 6/6 3/3 3/3 il il 0/1
Wu Kwok Keung Andrew LlEE] 6/6 33 il il
Liao Jianwen BiEX 5/6 3/3 0N 0/0

During the year, the Company held four quarterly meetings and two
other meetings to handle operational-level and investment matters.
According to the Company’s articles of association, the quorum for
convening a Board meeting is two members.

- ARRREARBTTHREEGE MR ME
o NEEEEBERRESEE - RIEAQF
A=A AREEERENEEARS
Ao



Minutes of meetings of the Board and Board Committees are
kept by the Company Secretary of the Company and are not only
open for inspection by the Directors but also sent to the Directors
for their records. All Directors have access to the Company
Secretary of the Company, who is responsible for ensuring that the
Board procedures are complied with and advising the Board on
compliance matters.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER
The role of the Chairman is separate from that of the Chief
Executive Officer to ensure a balance of power and authority. The
Chairman is responsible for overseeing the functioning of the Board
while the Chief Executive Officer is responsible for managing the
Group’s business. For the financial year ended 31 December 2015,
the Chairman of the Board is Mr. Ning Gaoning, a non-executive
Director and the Chief Executive Officer of the Company is Ms. Sun
Yiping, an executive Director.

The Chairman shall ensure that Board meetings are planned and
conducted effectively and all Directors are properly briefed on issues
arising at Board meetings. He is also responsible for ensuring that
the Directors receive adequate information in a timely manner,
which must be accurate, clear, complete and reliable. The Chairman
shall also ensure the Board works effectively and discharges its
responsibilities; all key and appropriate issues are discussed by the
Board in a timely manner; good corporate governance practices
and procedures are established; and appropriate steps are taken to
provide effective communication with Shareholders and that views
of Shareholders are communicated to the Board as a whole.

APPOINTMENT, RE-ELECTION AND REMOVAL
OF DIRECTORS

Each Director (for the avoidance of doubt, including the
independent non-executive Directors) has entered into a letter
of appointment with the Company for a term of three years. The
Directors are subject to retirement by rotation and re-election at
each annual general meeting of the Company in accordance with
article 112 of the Company’s articles of association. Directors
appointed as an addition to the Board or to fill a casual vacancy on
the Board will be subject to re-election by the Shareholders at the
next following annual general meeting or the next following general
meeting of the Company respectively after the appointment.
Also, when an independent non-executive Director proposed for
re-election has served the Company for more than nine years, his
or her re-election will be subject to a separate resolution to be
approved at the AGM.
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BOARD COMMITTEES

To oversee particular aspects of the Company’s affairs and to
assist in the execution of its responsibilities, the Company has
established four Board Committees under the Board, namely the
Audit Committee, the Remuneration Committee, the Nomination
Committee and the Strategy and Development Committee, each
of which is governed by specific terms of reference approved by
the Board, covering its functions, duties and powers. The terms
of reference of the respective Board Committees have complied
with the CG Code provisions and are disclosed on the websites of
the Company and the Stock Exchange and are available for public
inspection at the Company’s principal place of business in Hong
Kong.

REMUNERATION COMMITTEE

As at 31 December 2015, the Remuneration Committee comprised
four members, three of whom are independent non-executive
Directors (Mr. Julian Juul Wolhardt, Mr. Zhang Xiaoya and Dr.
Liao Jianwen) and the remaining one member is a non-executive
Director (Mr. Yu Xubo). The Remuneration Committee is chaired by
Mr. Julian Juul Wolhardt.

The duties of the Remuneration Committee are to review annually
and recommend to the Board the overall remuneration policy and
structure for the directors and senior management to ensure that
the level of remuneration is linked to their level of responsibilities
undertaken. These shall include making recommendations to
the Board on the remuneration packages of individual executive
Directors and senior management, including benefits in kind,
pension rights and compensation payments, including any
compensation payable for loss or termination of their office or
appointment. The Remuneration Committee shall also evaluate
annually the performance of the directors and the senior
management and recommend to the Board specific adjustments in
their remuneration and/or reward payments.

The Company’s policy on remuneration is to maintain fair and
competitive packages based on business needs and industry
practice. For determining the level of fees paid to members of
the Board, market rates and factors such as each director’s
workload and required commitment will be taken into account.
In addition, factors comprising economic and market situations,
individual contributions to the Group’s results and development as
well as individual potential are considered when determining the
remuneration packages of executive Directors.
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The Remuneration Committee held three meetings during the year
ended 31 December 2015. During the year, the Remuneration
Committee had performed the following:

— assessed the performance of the Directors and senior
management;

— reviewed and approved the remuneration for the Directors
and senior management including terms of the letters of
appointment;

—  reviewed the remuneration policy and made recommendations
to the Board;

— reviewed the Company’s existing share option scheme and
made recommendations to the Board; and

- reviewed the proposal of granting of restricted shares
according to the Company’s restricted share award scheme
(the “Restricted Share Award Scheme” or “share award
scheme”), and made recommendations to the Board.

REMUNERATION OF DIRECTORS AND SENIOR
MANAGEMENT

The remuneration of the members of the senior management by
band for the year ended 31 December 2015 is set out below:

Remuneration bands (RMB)

AR (AR¥T)

0-1,000,000
1,000,001-2,000,000
2,000,001-3,000,000

Corporate Governance Report ¥ &A%

FEZEeREE—_T—RAFT_A=1T—AHL
FERITTZREH - AFEARN HFHZEE=
BT AR IR E

- FHEEZRERSAEEENRA

- BARMAEELREREEBNHH B8
RIEERIR

- BEFHERRYAEFSROER

— BAARRRTHERENIYANEFTER
hER o Rk

— FRAQPIZRGIMERRER S ([R1%E
PR B2 Ryt &) k[ IR EE R AT & ) IR R
HRENSR  YABEFERLER -

EEREREEESHMH

HE_T-—RAF+_A=+—HILEFE &RE
EER BRI D B FBNESIIT -

Number of persons

AB

Further particulars regarding Directors’ remuneration and the five
highest paid employees as required to be disclosed pursuant to
Appendix 16 to the Listing Rules are set out in notes 9 and 10 to
the financial statements.
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NOMINATION COMMITTEE

As at 31 December 2015, the Nomination Committee comprised
four members, three of whom are independent non-executive
Directors (Mr. Jiao Shuge (alias Jiao Zhen), Mr. Julian Juul Wolhardt
and Mr. Zhang Xiaoya) and the remaining one member is a non-
executive Director (Mr. Ning Gaoning). The Nomination Committee is
chaired by Mr. Ning Gaoning.

The responsibilities of the Nomination Committee are to determine
the nomination policy, review the structure, size and composition,
including the skills, knowledge and experiences of the Board and
make recommendations to the Board regarding any proposed
changes. The Nomination Committee is also responsible for
identifying and nominating suitable candidates qualified to become
Board members, in particular, candidates who can add value
to the management through their contributions in the relevant
strategic business areas and which appointments will result in the
constitution of a stronger and more diverse Board, and makes
recommendations to the Board on relevant matters relating to
the appointment or re-appointment of Directors if necessary and
succession planning for Directors, in particular the Chairman and
the chief executive of the Company. In the selection process of a
candidate to act as a Director, the Nomination Committee makes
reference to criteria including, inter alia, reputation for integrity,
accomplishment and experience in the dairy industry, professional
and educational background, and commitment in respect of
available time and assesses the independence of the independent
non-executive Directors. The Board had also in August 2013
approved the adoption of the board diversity policy. Under such
policy, board appointments will be based on merits and candidates
will be considered against objective criteria, having due regard for
the benefit of diversity on the Board. The selection of candidates on
the Board is based on a range of diversity perspectives, including
gender, age, cultural and education background, ethnicity,
professional or industry experience, skills, knowledge and length
of service. The Company will also take into account other factors
based on its own business model and specific business needs
from time to time. The Nomination Committee will continue to
give adequate consideration to these measurable objectives when
making recommendation of candidates for appointment to the
Board.

The Nomination Committee held one meeting during the year
ended 31 December 2015 to assess the independence of the
independent non-executive directors of the Company and to review
the structure, size, composition and diversity of the Board, etc.
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AUDIT COMMITTEE

As at 31 December 2015, the Audit Committee comprised four
independent non-executive Directors (Mr. Jiao Shuge (alias
Jiao Zhen), Mr. Julian Juul Wolhardt, Mr. Zhang Xiaoya and Mr.
Wu Kwok Keung Andrew) in which two possess the relevant
professional qualifications required under the Listing Rules. The
Audit Committee is chaired by Mr. Wu Kwok Keung Andrew.

The Audit Committee serves as a focal point for communication
between other Directors, the external auditors, and the
management as their duties relate to financial and other reporting,
risk management, internal controls and auditing. The Audit
Committee assists the Board in fulfilling its responsibilities by
providing an independent review of financial reporting and by
satisfying itself as to the effectiveness of the Company’s internal
controls and as to the efficiency of the audits.

The Audit Committee held three meetings during the year ended
31 December 2015. During the year, the Audit Committee has
performed the following:

met with the external auditors to discuss the general scope
and findings of their audit and interim review works;

- reviewed external auditors’ management letter and
management’s response;

- reviewed and recommended to the Board for approval of the
external auditors’ remuneration;

- made recommendations to the Board on the re-appointment
of the external auditors;

- reviewed the external auditors’ independence, objectivity and
the effectiveness of the audit process;

- reviewed and monitored the integrity of financial statements,
annual and interim reports, and annual and interim results
announcements of the Company;

- reported to the Board on matters relating to the Audit
Committee under the CG Code;

- reviewed the Group’s financial controls, internal control and
risk management systems;

- discussed auditing, internal control, risk management and
financial reporting matters before recommending them to the
Board for approval; and

- reviewed the arrangements that employees of the Company and
those who deal with the Company can use, in confidence, to
raise concerns about possible improprieties in financial reporting,
internal controls or other matters.
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All issues raised by the external auditors and the Audit Committee
have been addressed by the senior management. The work and
findings of the Audit Committee have been reported to the Board.
During the year, no issues brought to the attention of the senior
management and the Board were of sufficient significance for
disclosure in the annual report.

Other than the reporting responsibilities of the Company’s auditors
(please refer to the independent auditors’ report set out on pages
97 to 98), the Directors acknowledge their responsibility for
preparing the financial statements of the Group and the Company
which give a true and fair view of the state of affairs of the Group
and the Company as at 31 December 2015 and the profit and cash
flows of the Group for the year then ended.

RISK MANAGEMENT AND INTERNAL
CONTROL

The Board has the overall responsibility for maintaining sound and
effective risk management and internal control systems and for
reviewing their effectiveness. The objectives of the risk management
and internal control of the Group are: to rationally establish
comprehensive risk management strategies in a systematic manner
and to apply the concepts, philosophies, procedures and tools of
risk management throughout the establishment and implementation
of strategies for effectively managing the risks while reasonably
ensuring the realization of the Group’s strategic objectives and
operation objectives and propelling the sustainable development of
the enterprise.

The Group has set up a comprehensive risk management and
internal control system, forming an effective system for labor
division and three lines of defense in risk management, with the
first line being each of the related systems and business units;
the second line being the Risk and Internal Control Management
Committee (hereinafter referred to as “Risk Control Committee”),
risk management functions and each of the business review and
supervision departments while the third being the internal audit and
disciplinary review function.

The Group has set up a risk management framework comprising
Risk Control Committee, the risk management department and
the risk management commissioners of each business unit, and
has clearly outlined the responsibilities of each risk management
unit. The Group, through complying with the risk management
framework under COSO (Committee of Sponsoring Organisations
of the Treadway Commission) and introducing external consultation
bodies for providing guidance and training on risk management and
advocating the culture of risk management, has gradually enhanced
the professional standard of the risk management staff.
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The Group has established a series of basic regulatory control
measures over risk management where the Audit Committee,
the risk management committee of the management and the risk
management and audit system of the Group are responsible for
the supervision and implementation of such measures. The risk
management and audit system of the Group follows the principle of
“puilding the concepts of risk management and implementing the
risk management policies” and through identifying and evaluating
the risks in seven aspects, namely, the Group’s strategies, market,
finance, operation, law and compliance, quality and food safety
as well as sustainable development, it places strong emphasis
on the significant risks at the Group level, the business system
level and the business operation level. Based on the principle of
managing risks in different categories and ranks, it adopts a closed
circuit management method in risk identification, risk evaluation,
risk responses, risk control and risk reporting. Based on such an
initiative, it has formulated appropriate risk strategies to effectively
reduce and avoid the adverse impact brought by such significant
risks to the Group’s strategic objectives, operation objectives and
sustainable development.

In 2015, on the basis that a comprehensive risk management
framework has been established and the formulation of the basic
regulations for risk management has been basically completed,
the Group has continuously dealt with, monitored and reported
on the risks that were assessed as material to the Group and
managed other significant risks according to the level and category.
The focus of risk management, the responsible departments
and responsible persons, the flow of management and the
report system have been further clarified, which enables the risk
management to be developed to the “defined stage”. As the
second line of defense of risk management, the risk management
department of the Group fully takes part in, oversees and reports
on the process and the results of material risk management of the
risk management business department, which is the first line of
defense of risk management. Meanwhile, the Group, after taking
into account the Group’s strategic and operation objectives, will
conduct a new round of risk identification and assessment when
appropriate, so as to gather factors that materially and adversely
affect the achievement of the Company’s strategic and operational
objectives.
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The CEO of the Group and the chief financial officer of the Group
serve as the chairman and the deputy chairman of the Risk
Control Committee respectively while the committee members
primarily comprise the head of the major business management
systems. The Risk Control Committee has set up a specialized
risk management department which will be responsible for day-
to-day management and the risk management department will
report to the Risk Control Committee regularly on their works in
risk management. Meanwhile, the Risk Control Committee and the
risk management department will report at least twice a year to the
Audit Committee on their works in risk management and the Audit
Committee will evaluate and supervise the work of the Risk Control
Committee.

The Board is responsible for maintaining an established and
effective internal control system, to safeguard the assets of
the Group and the interest of shareholders, and for reviewing
its effectiveness regularly. Aiming at strengthening the risk
management culture of the Group and minimizing the impacts of
the major risks on the business and earnings of the Group, the
senior management of the Group meets to actively evaluate and
review the significant risks to which the Group is exposed to and
reports to the Board on a regular basis. The Group also appoints
external consultants, when considered appropriate, to review the
Group’s internal control, working systems and workflows, as well
as the management systems, and to make suggestions on system
enhancement.

Apart from strict implementation of a performance assessment
system and training programs for its staff, the Group has in
place a series of written working systems in respect of business,
production, finance, legal compliance and administration aspects,
to ensure the significant risks, to which the Group is exposed, are
contained:

- Control environment — The Group has established defined
organizational structures. Authority to operate various
business functions is delegated to respective management
within limits set by senior management of the headquarters
or the executive Directors. The senior management meets on
a regular basis to discuss and approve business strategies,
plans and budgets prepared by individual business units.
The performance of the Group is reported to the Board on a
regular basis.

- Risk assessment — The Group identifies, assesses and ranks
the risks that are most relevant to the Group’s business
according to their likelihood, financial consequence and
reputational impact on the Group.
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- Control activities — Policies and procedures are set for
each business function, in which approvals, authorization,
verification, recommendations, performance reviews, asset
security and segregation of duties are included.

- Information and communication — The Group’s working
systems document operational procedures of all business
units, as well as authorization and approval procedures for
significant decision making.

- Monitoring — The Group adopts a control and risk self-
assessment methodology, continuously assessing and
managing its business risks by way of assessment by the
headquarters of the Group and each business unit on a
regular basis, and communication of key control procedures
to employees.

The Group has set up an independent internal audit department
which will directly report to the chief financial officer of the Group
and the Audit Committee. In addition to maintaining objectivity
and independency, the internal audit department also adheres
to the management philosophy of “focusing on significant risks,
prompting the improvement in management and increasing the
value of the enterprise”, and the standard of “objectivity, integrity,
capability and confidentiality”, with a view to constantly raising
the quality of internal audit, adopting systematic ways to evaluate
the effectiveness of the Group in corporate governance, risk
management and control, procuring consistent improvement
thereon, enhancing the value of the enterprise and reasonably
ensuring the realization of corporate strategies and operation
objectives.

In 2015, the internal audit department has completed the
formulation of annual audit plan and the layout of audit requirements
of the management approved by the management and the Audit
Committee. The Audit Committee has also monitored and reviewed
the effectiveness and result of the work of internal audit. Based on
the risk assessment and the needs of the management, the internal
audit department conducted internal audit and project audit in the
risks areas that were significant to the Company and attached
great importance to the follow-up and rectification in relation to the
audit findings, which promoted the effective coping of significant
operational risks and the improvement in management. Meanwhile,
the Group has approved the establishment and the promotion
of the standards for ICQ (Internal Control Questionnaire), further
enhancing the awareness of internal control of business units and
their ability of self-management.
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The internal audit department attends the Audit Committee
meeting and reports the works on internal audit at least twice a
year. Significant audit findings can be directly and freely reported
to the Audit Committee. Resources such as the annual budget on
management fee and staffing of the internal audit department are
guaranteed to be taken into consideration by the Audit Committee
and necessary support will be provided. This is to ensure that
sufficient audit resources are allocated to the internal audit
department for effective fulfilment of annual work objectives and
responsibilities.

The Group has set up a specific disciplinary department, which
is responsible for investigating and handling reported matters on
illegal acts, misconducts and corruptions. This is to demonstrate
openly to our business partners and staff on the methods and
channels of reporting. At the end of 2015, the methods and
channels of reporting were published on the Company’s website.
Such measures would have a deterrent and preventive effect on
illegal activities.

For the year ended 31 December 2015, the Audit Committee
carried out review and evaluation on the Group’s risk management
and internal control systems and reporting channels, the resources,
the staff qualification and experience for audit functions and the
effectiveness of the work undertaken and there were no significant
areas of concerns identified during the evaluation of the risk
management and internal control systems and reporting channels.
The Board had examined the risk management and internal control
systems including financial, operational and compliance controls
and reviewed the evaluation performed by the Audit Committee,
the management and internal and external auditors, on the
effectiveness of the risk management and internal control systems
of the Group and considered them effective and adequate. No
significant areas of concerns were identified.

The Board also reviewed the adequacy of resources, qualifications
and experience of staff of the Company’s accounting and financial
reporting functions and their training programmes and budget and
considered that they are adequate.

EXTERNAL AUDITORS

The Group’s independent external auditors are Ernst & Young. The
Audit Committee is responsible for the appointment of the external
auditors and reviewing the non-audit functions performed by the
external auditors for the Group. In particular, the Audit Committee
will, prior to the execution of contract with external auditor and the
commencement of their duties, consider whether the non-audit
functions will result in any potential material conflict of interest.
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Details of fees paid or payable to Ernst & Young for the year ended
31 December 2015 are as follows:
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BHE_Z-—RF+-_A=+—HIEFEXMHE
XN TLOKERMEBAOERFBOT

2015 2014

—E-h8f%F —ZE—mF

RMB’000 RMB’000

Services rendered R AR AR¥T T ARBTT

Annual audit FEER 4,100 4,000

Interim review FRHAZE ) 700 600

Other audit E MR 1,350 -
Non-audit service FEFET AR

Review on continuing connected transactions HHRHERERS 40 40

Other professional services HAh HE RS 1,320 -

7,510 4,640

In addition to the above fees paid or payable to the auditors, Br Eit BTk EFTIZERIAE BN - NEBEH

Yashili, a subsidiary of the Group listed on the Main Board of
the Stock Exchange, has an amount of RMB2,930,000 (2014:
RMB1,830,000) paid/payable as auditors’ remuneration during the
year.

The Board is satisfied with the audit fees, process and effectiveness
of Ernst & Young and has recommended their reappointment as
the Company’s external auditors at the forthcoming annual general
meeting.

STRATEGY AND DEVELOPMENT COMMITTEE
The Company has established a Strategy and Development
Committee on 27 August 2009. As at 31 December 2015, the
Strategy and Development Committee comprised one executive
Director, Ms. Sun Yiping, three non-executive Directors, Mr.
Yu Xubo, Mr. Finn S. Hansen and Mr. Christian Neu and two
independent non-executive Directors, Mr. Jiao Shuge (alias Jiao
Zhen) and Dr. Liao Jianwen. The Strategy and Development
Committee is chaired by Mr. Jiao Shuge (alias Jiao Zhen).

The principal duties of the Strategy and Development Committee
include drawing up long-term development strategies and
significant investments on financing plans of the Company,
proposing significant capital investment for operation projects, and
conducting studies and making recommendations on important
matters that would affect the development of the Company.

COMPANY SECRETARY

The Company Secretary is a full time employee of the Company
and has day-to-day knowledge of the Company’s affairs. The
Company Secretary is responsible for facilitating the Board
process, as well as communication among Board members, with
Shareholders and management. For the year ended 31 December
2015, the Company Secretary has confirmed that he has taken no
less than 15 hours of relevant professional trainings.
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CONSTITUTIONAL DOCUMENTS

During the year, there is no significant change in the Company’s
constitutional documents.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted, in terms no less exacting than, the
standard required by the Model Code for Securities Transactions
by Directors of Listed Issuers set out in Appendix 10 of the Listing
Rules as the Company’s code of conduct and rules governing
dealings by all the Directors in the securities of the Company (the
“Model Code”). Having made specific enquiry of all the Directors,
the Company confirms that, during the year ended 31 December
2015, all the Directors have strictly complied with the Model Code.

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.
When the Company announces its interim and annual results,
briefings are conducted to apprise investors, analysts and the press
of the Group’s operating results as well as business strategies and
outlook. Investor relations website is updated on a timely basis to
ensure that investors are able to have access to the Company’s
information, latest news and reports.

The AGM and EGM were held on 5 June 2015 and 9 October 2015
respectively. Due to unavoidable business engagements and other
commitments outside of Hong Kong, certain Directors were unable
to attend the AGM and the EGM.

The Directors were available in person for answering questions
from Shareholders and investors at the “Questions and Answers”
session of the general meetings:

(i) seven Directors (two executive Directors (including the
Chief Executive Officer and Chief Operation Officer), three
non-executive Directors and two independent non-executive
Directors (including the chairman of the Audit Committee))
attended the AGM held on 5 June 2015; and

(i) two independent non-executive Directors (including the
chairman of the Audit Committee) attended the EGM held on
9 October 2015.

Separate resolutions are proposed at general meetings for each
substantially separate issue, including election of Directors. Poll
voting has been adopted for decision-making at shareholders’
meeting. Details of poll voting procedures were included in the
circular dispatched to the Shareholders. The circular also included
relevant details of proposed resolutions and biographies of the
Directors standing for election.
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SHAREHOLDERS’ RIGHTS

According to the articles of association of the Company, any two or
more Shareholders or any one Shareholder which is a recognized
clearing house (or its nominee(s)) holding as at the date of deposit
of the requisition not less than one-tenth of the paid up capital of
the Company which carries the right of voting at general meetings
of the Company shall have the right, by written requisition, to
convene an extraordinary general meeting by depositing the written
requisition at the principal office of the Company in Hong Kong at
Suites 801-2, 8th Floor, COFCO Tower, 262 Gloucester Road,
Causeway Bay, Hong Kong for the attention of the Company
Secretary, specifying the objects of the meeting, the name(s)
and contact details of the requisitionist(s) and signed by the
requisitionist(s).

If the Board does not within 21 days from the date of deposit of the
requisition proceed duly to convene the meeting to be held within
a further 21 days, the requisitionist(s) themselves or any of them
representing more than one-half of the total voting rights of all of
them, may convene the general meeting in the same manner as
that in which meetings may be convened by the Board provided
that any meeting so convened shall not be held after the expiration
of three months from the date of deposit of the requisition, and all
reasonable expenses incurred by the requisitionist(s) as a result
of the failure of the Board shall be reimbursed to them by the
Company.

For enquiries to the Board, the Shareholders may contact the
Company Secretary at the Hong Kong office of the Company at
Suites 801-2, 8th Floor, COFCO Tower, 262 Gloucester Road,
Causeway Bay, Hong Kong or by email to info@mengniuir.com.
The Company will endeavor to respond to their queries in a timely
manner. Shareholders may also make enquiries with the Directors
at the general meetings of the Company.

In addition, the Shareholders can contact Computershare Hong
Kong Investor Services Limited, the share registrar of the Company
in Hong Kong, if they have any enquiries about their shareholdings
and entitlements to dividend.
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A Shareholder may, during the period commencing no earlier than
the day after the despatch of the notice of any general meeting and
ending no later than seven days prior to the date of such general
meeting, give a notice in writing to the Nomination Committee of
the Company of his/her intention to propose any person (other than
himself/herself) for election to the office of a Director and a notice in
writing signed by the person to be proposed of his/her willingness
to be elected. Such notices shall be sent to Suites 801-2, 8th
Floor, COFCO Tower, 262 Gloucester Road, Causeway Bay, Hong
Kong, for the attention of the Company Secretary, specifying the
name and contact details of the shareholder putting forward the
proposal for election of Director and the name and contact details
of the person proposed to be elected.

Other than the above concerning a proposal of a person for
election as a Director, Shareholders may follow the procedures
set out above to convene an extraordinary general meeting for any
business specified in such written requisition.
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The Board presents its report together with the audited financial
statements of the Company and the Group for the year ended 31
December 2015. The business review of the Group for the year
ended 31 December 2015 is set out in the sections headed “CEQ’s
Statement”, “Management Discussion and Analysis” and “Corporate
Governance Report” of this Annual Report. The discussions therein
form part of this Report of the Directors.

PRINCIPAL ACTIVITIES AND ANALYSIS OF
OPERATIONS

The principal activity of the Company is investment holding. The
principal activities of the Group are manufacturing and distribution
of quality dairy products including liquid milk products (such as
UHT milk, milk beverages and yogurt), ice cream, milk formula and
other products (such as cheese) in China. There were no significant
changes in the nature of the Group’s principal activities during the
year under review.

Particulars of the Company’s subsidiaries are set out in note 1 to
the financial statements.

The Group’s revenue is derived principally from business activities
in China. An analysis of the Group’s performance for the year
ended 31 December 2015 by business segments is set out in note
4 to the financial statements.

BUSINESS REVIEW

The business review of the Group including a fair review of
the Group’s business, a description of the principal risks and
uncertainties facing the Group, particulars of important events
affecting the Group that have occurred since the end of the financial
year, an indication of likely future development in the Group’s
business, key performance indicators, environmental policies and
performance, and the Group’s key relationships with its employees,
customers and suppliers and others that have a significant impact
on the Group and on which the Group’s success depends is set
out in the sections of this annual report headed “CEQ’s Statement”,
“Management Discussion and Analysis” and in the notes to the
financial statements.
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COMPLIANCE WITH LAWS AND
REGULATIONS

The Group’s main operations are carried out by the Company’s
subsidiaries in the PRC while the Company itself is listed on the
Hong Kong Stock Exchange. The Group’s operations are regulated
by Hong Kong and PRC laws. During the year ended 31 December
2015 and up to the date of this report, the Board was not aware
of any non-compliance with the relevant laws and regulations that
have a significant impact on the Company.

Please refer to the discussions in this report and the “Corporate
Governance Report” for further details on the Group’s compliance
with the relevant laws and regulations.

RESULTS AND DISTRIBUTION

The results of the Group for the year ended 31 December 2015 are
set out in the consolidated statement of profit or loss on pages 99
to 100.

The Board has recommended the payment of a final
dividend of RMBO0.14 (2014: RMBO0.28 (before bonus issue))
per share, amounting to approximately RMB549,357,000 (2014:
RMB548,406,000) in total, to Shareholders whose names appear
on the register of members on Friday, 10 June 2016.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in the property, plant and equipment of
the Group and the Company during the year are set out in note 15
to the financial statements.

RESERVES

Details of the movements in the reserves of the Group and of
the Company during the year are set out in the consolidated
statement of changes in equity on pages 105 to 106 and note
39 to the financial statements. The Company’s distributable
reserves, calculated in accordance with statutory provisions
applicable in the Company’s place of incorporation, amounted to
approximately RMB12,943,077 as at 31 December 2015 (2014
RMB12,818,968,000).
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DONATIONS
Charitable and other donations made by the Group during
the year amounted to approximately RMB12,362,000 (2014:
RMB14,203,000).

SHARE CAPITAL AND SHARE OPTIONS

During the year, the Company issued shares as follows:

(i) 4,093,971 ordinary shares (2014: 2,091,287 ordinary
shares), fully paid, were issued for the total consideration of
RMB65.1 million (2014: RMB39.3 million) as a result of the
exercise of share options under the share option scheme of
the Company; and

(ii) 1,961,292,388 ordinary shares (2014: nil) were issued to
existing shareholders of the Company on the basis of one
bonus share for every one existing share held on 19 October
2015 (the “Bonus Issue”). No consideration was received
by the Company pursuant to the Bonus Issue. For details of
the Bonus Issue, please refer to the announcements of the
Company dated 9 September 2015, 9 October 2015 and
30 October 2015 and the circular of the Company dated 22
September 2015.

Details of movement in the Company’s share capital and share
options during the year are set out in notes 38 and 41 to the
financial statements.
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DIRECTORS

The Directors during the year ended 31 December 2015 were:

Ms. SUN Yiping
Mr. BAI Ying

Mr. NING Gaoning
Mr. YU Xubo

Mr. NIU Gensheng
Ms. LIU Ding

Mr. Finn S. HANSEN
Mr. Christian NEU

Mr. JIAO Shuge (alias JIAO Zhen)
Mr. Julian Juul WOLHARDT

Mr. ZHANG Xiaoya

Mr. WU Kwok Keung Andrew

Dr. LIAO Jianwen

Subsequent to the end of the reporting period and up to the date
of this report, Mr. Ning Gaoning resigned as a non-executive
director of the Company and Mr. Ma Jianping was appointed as a
non-executive director of the Company, both with effect from 19
February 2016.

In accordance with Article 112 of the Company’s articles of
association, Mr. Niu Gensheng, Mr. Finn S. Hansen, Ms. Liu Ding
and Mr. Wu Kwok Keung Andrew will retire by rotation and Mr. Ma
Jianping will also retire in accordance with the Company’s articles
of association and, being eligible, offer themselves for re-election
at the forthcoming annual general meeting as at the date of this
report.

The Company considers that all the independent non-executive
Directors are independent pursuant to the criteria set out in Rule 3.13
of the Listing Rules and that a confirmation of independence has
been received from each of them.
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BIOGRAPHICAL DETAILS OF DIRECTORS
AND SENIOR MANAGEMENT

Brief biographical details of the Directors and the senior
management are set out on pages 52 to 59.

DIRECTORS’ SERVICE CONTRACTS
No director proposed for re-election at the forthcoming annual
general meeting has service contract with the Company which is
not determinable by the Company within one year without payment
of compensation, other than statutory compensation.

DIRECTORS’ REMUNERATION

The directors’ fees are subject to shareholders’ approval at general
meetings. Other emoluments are determined by the Company’s
board of directors with reference to directors’ duties and
responsibilities in the Group and the prevailing market rate.

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS

No transaction, arrangement or contract of significance in relation
to the Group’s business to which the Company or any of its
subsidiaries was a party and in which a Director had a material
interest, whether directly or indirectly, subsisted at the end of the
year or at any time during the year.

PERMITTED INDEMNITY PROVISION

The articles of association of the Company provides that every
Director or other officer of the Company shall be entitled to be
indemnified out of the assets of the Company against all losses
or liabilities incurred or sustained by him as a Director or other
officer of the Company in defending any proceedings, whether civil
or criminal. In addition, the Company has maintained appropriate
insurance in respect of potential legal actions against the Directors
and its officers.

China Mengniu Dairy Company Limited FEIE4 A £ GR AT

Report of the Directors EE &%

EERGREBAEBEFE

EENSAEEABREBEXBHNESER
%598 °

EECHRBEN
BREERFBFAGREE Y B FHEAL
REFIFABARAR—FRLMAHECEER
BRI FRRLEZ RBEK «

EEHH
EFRSARREAGEREIE - L2 2
E2EEENAEEANBEREERRIDSH
BT READTEFRET -

BEE2RS  RYAEHER

RERRLFAERERE  RARHEEAFA
ABMERT MY RARENEEMINESE
BERERCETREEEARDZIEARS - ©H
HAEH

BEERFRREMR

ARF BB ERBARTETEFRAARL
foE AR ERE AR ELHBHDFIR
HEABRTEAEFRA AR LS AW ERER
EEERARETEGUSAREERLLE
HAERE - I ARAFCRHHESRAS
BB NBERRTHRESENRE -



Annual Report 2015 —E—RE &

Report of the Directors EE & E

DIRECTORS’ INTERESTS, LONG AND SHORT
POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 31 December 2015, the interests and short positions of the
Directors and chief executives of the Company and their respective
associates in the shares, underlying shares and debentures of
the Company and any of its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance (the
“SFO”)) (the “Associated Corporations”) 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:

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):

Company/Name of
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the Company’s/
Associated
Corporation’s

Total Number of  Issued Share Capital

Name of Director Associated Corporation Nature of Interest Ordinary Shares HEARDF/1EHEE
BExEpns AT/ B EERRE EatE EERAEY ERTREAZEDLL
Sun Yiping The Company Personal Interest 15,256,132 (L) 0.39%®
BT ARA] E AR
Bai Ying The Company Personal Interest 5,376,156 (L)? 0.14%9
=She /NG| AR
Inner Mongolia Mengniu Personal Interest 336,151 (L) 0.02%
AEES AR
Notes: B 3E
(1) It represents restricted shares granted to Ms. Sun Yiping under the (1) ZEEAREEEEN _ZT—=F=A_+xH
Restricted Share Award Scheme adopted by the Board on 26 March ARSI R ERETEE FEREY L THR
2013. HIEPREE o

(2) It included restricted shares granted to Mr. Bai Ying under the
Restricted Share Award Scheme during the year.

(8)  The calculation is based on the number of shares as a percentage of
the total number of issued shares of the Company (i.e. 3,923,977,450
shares) as at 31 December 2015.

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

Save as disclosed above and as set out in the section headed
“Share Option Scheme” below, as at 31 December 2015, none
of the Directors and the chief executive of the Company and their
respective associates 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.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES
Save as disclosed under the sections headed “Directors’ Interests,
Long and Short Positions in Shares, Underlying Shares and
Debentures” above and “Share Option Scheme” and “Restricted
Share Award Scheme” below, at no time during the year were
rights to acquire benefits by means of the acquisition of shares in or
debentures of the Company or any other body corporate granted
to any Director, or his or her respective spouse or minor children,
or were any such rights exercised by them; or was the Company,
or any of its holding companies, subsidiaries or fellow subsidiaries,
a party to any arrangement to enable the Directors to acquire such
rights in the Company or any other body corporate.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS
As at 31 December 2015, the interests or short positions of
substantial shareholders of the Company, other than the Directors (&7l 5336 I&R EFE 2 S MAracss - N A7) 2
or the chief executive of the Company whose interests and short  FZ R (AR T LA AE RGOS FriES S
positions in the shares of the Company and of the Associated RN AECR LEXEIHWAAGEENFETT
Corporations are set out above, in the shares and underlying Bt A BBRIN) IRAA B AR (D R ABEERZ (D A A9 RS 8k
shares of the Company as recorded in the register required to be KA :

maintained under section 336 of the SFO were as follows:

ITERRERS
R-Z-—RFE+-A=+—B REZLREE

Name of Substantial Shareholder

COFCO Corporation

COFCO (Hong Kong) Limited
COFCO (BVI) No. 108 Limited
Farwill Limited

Colour Spring Limited

COFCO Dairy Holdings Limited
COFCO Dairy Investments Limited
Prominent Achiever Limited

Arla Foods amba

Danone SA

Danone Asia Pte Ltd
Commonwealth Bank of Australia
JP Morgan Chase & Co

TERREE BB

PESEBERAA
HREE(HB)BRAR
COFCO (BVI) No. 108 Limited
EHRERAT

FRERAT
PREIEERERA
PRIEREERA
BEARAR

Arla Foods amba

Danone SA

Lﬁb /) |ﬁ|§E‘<
Commonwealth Bank of Australia
JP Morgan Chase & Co

Percentage of
the Company’s

Issued

Number of Share Capital®
Ordinary Shares AR ERT

LZHEKREE [Nl dyl
1,234,500,758 (L) 31.46%
1,238,700,758 (L)@ 31.44%
1,238,700,758 (L)©® 31.44%
1,238,700,758 (L)@ 31.44%
1,238,700,758 (L)@ 31.44%
1,238,700,758 (L)@@ 31.44%
1,238,700,758 (L)@® 31.44%
1,238,700,758 (L)@® 31.44%
1,238,700,758 (L)@ 31.44%
1,238,700,758 (L) © 31.44%
1,238,700,758 (L)@ 31.44%
511,934,642 (L) 13.05%
137,105,171 (L) 3.49%
1,187,968 (S) 0.03%
125,700,619 (P) 3.20%

Notes:

Bt

(1)  COFCO Corporation is deemed interested in an aggregate of (1)
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.

ht

AEEARARAREGH
1,234,500, 758/ i FH#EE #Em - B B2 1E(a)]
BEZETRRPREREE(EB)ERARNAR
7]1,233,700,758 B h R (b)BBRER—2ETA
FJCOFCO (BVI) Limited# 72 71800,000 /% f% 17
B LS - COFCO (BVI) Limited#48 A& B E
2 & FAFCOFCO (BVI) No. 9 Limited A A &
800,000R% &% 17+ #E B tEax o

TREEARA

pRE]



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.

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 (BVI) No. 108 Limited changed its name to China
Foods (Holdings) Limited with effect from 4 January 2016.

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 31 December 2015
was 3,923,977,450.

Indicates a short position.
Indicates a long position.

Indicates a put position.

Saved as disclosed above, as at 31 December 2015, no other
interests or short position in the shares or underlying shares of the
Company were recorded in the register maintained under Section
336 of the SFO.
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AR BN AR FA 1,233,700, 7588 A1) R 1
B o

(3) COFCO (BVI) No. 108 Limited#18 &5 BH &4
FREIEERBMR A RIS AR R,233,700,758%
B&15 > K25 - COFCO (BVI) No. 108 Limited 2 F
ZEAPERMZER)BRAR BT —REF—
B IOA AR

@) HRILEZERBRARWRABBEFARFIE
FLEREBR A RMEE A QEF,233,700,758% A%
102 K o

(5) HRILEREBRARWKAEBESET AR
BEARATRAARDF296,028,0440% f% (5 2 #E
E °

(6) Danone SAHR ABEBEFARIERTMERA
AR R,233,700,758 B0 R A RS ©

7 RIE—HE+-A=+—H0 AQFDETK
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S) =RAE -

L RREE-

(P) KTRRAEHE -

Br EXXCETiR EEE S

B RIEESRES

RZF-—RF+ZA=+—
K E336IKRERFE 2B R

FRETT - A A (] E A 30 AN 2% AR sk BB AR
2 RS TR o



Annual Report 2015 —E—HFF 3§

Report of the Directors £ &R &

CONNECTED TRANSACTION

On 1 December 2015, Yashili International Group Limited (# =+
FEEEE AR A A) (the “Purchaser”) and Danone Asia Pacific
Holdings Pte. Ltd. (the “Seller”) entered into an equity transfer
agreement (the “Equity Transfer Agreement”) pursuant to which
the Purchaser has conditionally agreed to purchase and the
Seller has conditionally agreed to sell the entire issued capital
of Dumex China (including the rights to be licensed or assigned
to Dumex China pursuant to a trademark license agreement, a
patent license agreement and a trademark assignment agreement)
for a consideration of €150 million (equivalent to approximately
HK$1,230 million), subject to adjustments, payable in cash (the
“Dumex Transaction”). Please refer to the joint announcement
of Yashili International Holdings Ltd (“Yashili”, together with its
subsidiaries, the “Yashili Group”) and the Company dated 1
December 2015 for further details.

The Directors (including the independent non-executive
Directors) are of the view that the Dumex Transaction will benefit
the Company and its Shareholders as a whole as the Dumex
Transaction may benefit the Yashili Group in the following areas: (1)
obtaining the “Dumex” trademark which is highly recognized in the
PRC; (2) obtaining access to Dumex China’s sales network which
enable the Yashili Group to penetrate into the markets of first and
second tier cities; (3) optimizing the Yashili Group’s production
network and reducing production costs by acquiring advanced
production facilities; (4) obtaining the Danone Group’s continuous
support in research and development which in turn would enhance
the Yashili Group’s research and development capabilities; and (5)
broadening the product portfolio of the Yashili Group. Please refer
to the joint announcement of Yashili and the Company dated 1
December 2015 for further details.

The Dumex Transaction is not yet completed as of the date of this
annual report.

Dumex China is a company incorporated in the PRC and an indirect
wholly-owned subsidiary of Danone SA dedicated to the IMF
business in the PRC. It is primarily engaged in the manufacture,
sale and import of dairy products and other related nutrition
products.

RZZT—RAF+-A—8 HLFEEREEER
AF([HEEH |)MDanone Asia Pacific Holdings
Pte. Ltd. ([ HH&EH 1) 5T —HERRES F e ([ B
EiEpE]) B BEAFEKHEHREREE -
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EETRA(RIERE BRI HE - —BE
M HpEE - EEREER AR EZ PR
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As at the date of the signing of the Equity Transfer Agreement,
Yashili is a 51.04% owned subsidiary of the Company. Since
Danone Asia Baby Nutrition Pte. Ltd. (“Danone Asia”) has 25%
shareholding interest in Yashili, Danone Asia is a connected person
of the Company at the subsidiary level under the Listing Rules. As
each of Danone Asia and the Seller is a member of the Danone
Group, therefore, the Seller is also a connected person of the
Company at subsidiary level and the Dumex Transaction constitutes
a connected transaction for the Company under Chapter 14A of
the Listing Rules. As the highest of the applicable percentage ratios
calculated under Chapter 14A of the Listing Rules in respect of
the Dumex Transaction exceeds 1% but is less than 5% for the
Company, the Dumex Transaction is subject to the reporting and
announcement requirements but is exempt from the independent
shareholders’ approval requirement under Chapter 14A of the
Listing Rules.

CONTINUING CONNECTED TRANSACTION

On 20 February 2012, the Company entered into a master sale and
purchase agreement (the “Master Sale and Purchase Agreement”)
with COFCO Corporation (“COFCQ”), a substantial shareholder of
the Company holding approximately 31.46% in the shares of the
Company as at 31 December 2015 and therefore a connected
person of the Company, pursuant to which the Group will continue
to, subject to the Group’s regular review and at the Group’s
option, purchase white sugar, edible oil, other raw materials and
related products (including packaging materials) from COFCO, its
subsidiaries and certain associated companies (collectively “COFCO
Corporation Group Companies”) for a term commencing from 20
January 2012 to 31 December 2014.

On 31 December 2014, the Company entered into a new master
sale and purchase agreement (the “New Master Sale and Purchase
Agreement”) with COFCO to renew the existing Master Sale and
Purchase Agreement for a term of three years commencing from
1 January 2015 and ending on 31 December 2017, which may
be extended at the Company’s option, for a further period of not
more than three continuous years, subject to compliance with any
relevant requirement under the Listing Rules. The annual transaction
amount under the New Master Sale and Purchase Agreement for
each of the three years ending 31 December 2015, 2016 and 2017
is not expected to exceed RMB800,000,000.

As COFCO, being a substantial shareholder of the Company, is
a connected person of the Company, the transactions under the
New Master Sale and Purchase Agreement constituted continuing
connected transactions of the Group.
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For the year ended 31 December 2015, the total amount paid/
payable by the Group to the COFCO Corporation Group
Companies for the purchase of white sugar, edible oil, other raw
materials and related products (including packaging materials) was
approximately RMB225,660,000.

The independent non-executive Directors of the Company have
reviewed the continuing connected transactions set out above
and have confirmed that these continuing connected transactions
were entered into () in the ordinary and usual course of business
of the Group; (i) on normal commercial terms or better; and (iii) in
accordance with the relevant agreements governing them on terms
that are fair and reasonable and in the interests of the Shareholders
as a whole. The Company confirms that it has complied with the
disclosure requirements in accordance with Chapter 14A of the
Listing Rules.

Ernst & Young, the Company’s auditors, were engaged to report on
the Group’s continuing connected transactions in accordance with
Hong Kong Standard on Assurance Engagements 3000 Assurance
Engagements Other Than Audits or Reviews of Historical Financial
Information and with reference to Practice Note 740 Auditor’s
Letter on Continuing Connected Transactions under the Hong
Kong Listing Rules issued by the Hong Kong Institute of Certified
Public Accountants. Ernst & Young have issued their unqualified
letter containing their findings and conclusions in respect of the
continuing connected transactions disclosed above by the Group
in accordance with Rule 14A.56 of the Listing Rules. A copy of the
auditors’ letter has been provided by the Company to the Stock
Exchange.
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SHARE OPTION SCHEME BRESE

The Company operates a share option scheme (the “Share Option AR A RIEFA—IBEEM T2 ([BERETR]) - 7
Scheme”) for the purpose of providing incentives and rewards to ¥ RNEB X KK EER 2S5 ER2HEE
eligible participants who contribute to the success of the Group’s  HEEIRIEE - £R - BRET2IANEARITEZ
operations. The following share options were outstanding under the ~ BEAXRELA T ©

Share Option Scheme during the year.

Number of share options

RRESE

Exercise price of
Asat share options®

1 January As at Exercise period of RRRTRE"

Name or 2015  Granted  Exercised Lapsed  Cancelled Adjustment 31 December  Date of share options Before Atter
category of R during during during during during 2015  grant of (both dates inclusive)" bonus honus
participant ~ ZF-H1F  theyear theyear®  theyear  theyear  theyear® RZE-1F  shareoptions  BREFTEHE issue issue
SuEfEABE -A-B  FARY  FRARP  FARR  FREE  FAEEY  tSAST-A RUBRERE  (BEERRAN BTARA BTARE
HKS
BT

Executive
Director
#nEs
Bai Ying 831,000 - (831,000) - - - - 23.11.2009 23.11.2011 10 22.11.2015 24.40 12.20
55 ZZTNE I R e EY
t-A=tZ8  —E-Ef+-A=tzA
3,200,000 - - (1,118,226) - 2081774 4,163,548 10102011 10.10.201509.10.2018 2410 12,06
F-F “T-RFTATAE
TA+A “T-\FTANA
Employees in 1,471,524 - (1,870,935 (1,816) - 401,221 - 23.11.2009 23.11.2011 10 22.11.2015 24.40 12.20
Aggregate —ETNE 2 e = )
BS54 t-A=tZ8  —E-Ef+-A=tzA
828,000 - (856,000) - - 28,000 - 6122010 6.12.2012105.12.2016 22.80 11.40
3% “T-CETCAREE
TZAAA “E-NETZARA
35,400,000 - (636,036) (16,613,915) - 18,786,085 37,036,134 10.10.2011 10.10.2015109.10.2018 2410 12,06
F-F “T-RFTHATAE
TA+H “T-\§TANA

41,730,024 - (4098971) (17,733,957) - 21,297,086 41,199,682
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Notes:

(1) The exercise period of the share options granted commences after
a certain vesting period and the fulfiiment of certain performance
targets, and ends on a date which is no later than seven years from
the date of grant of such options. Further details of the Share Option
Scheme are set out in note 41 to the financial statements.

2) The weighted average closing price of the Company’s shares
immediately before the dates on which the options were exercised
was HK$18.11.

(8)  Adjustment was made as a result of bonus issue of shares by the
Company which was completed on 30 October 2015.

(4)  The Share Option Scheme adopted by the Company on 28 June
2005 was expired on 27 June 2015.

During the year ended 31 December 2015, no share options were
granted under the Share Option Scheme.

The values of share options calculated using the binomial model
are subject to certain fundamental limitations, due to the subjective
nature of and uncertainty related to a number of assumptions of
the expected future performance input to the model, and certain
inherent limitations of the model itself. Details of the valuation are
set out in note 41 to the financial statements.

The value of an option varies with different variables of certain
subjective assumptions. Any change to the variables used may
materially affect the estimation of the fair value of an option.

e
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RESTRICTED SHARE AWARD SCHEME

The Board resolved on 26 March 2013 (the “Adoption Date”)
to adopt the Restricted Share Award Scheme, pursuant to
which existing shares of the Company will be purchased by
the professional trustee(s) (which is/are independent of and not
connected with the Company) to be appointed by the Company
for the administration of the Restricted Share Award Scheme (the
“Trustee(s)”) from the market out of cash contributed by the Group
and be held in trust for selected participants (selected individual
being a Director (including executive and non-executive Director),
employee, officer, agent or consultant of the Company or any of its
subsidiaries) until such shares are vested with the relevant selected
participants in accordance with the provisions of the Restricted
Share Award Scheme.

Pursuant to the Restricted Share Award Scheme rules, restricted
shares held by the Trustee(s) upon the trust(s) and which are
referable to a selected participant shall not vest in the selected
participant if, amongst others, the selected participant has been
terminated by the Company or any subsidiary of the Company
because of, amongst others, (i) dishonesty or serious misconduct;
(i) incompetence or negligence in the performance of his duties;
(i) becoming bankrupt; and (iv) being convicted for any criminal
offence involving his integrity or honesty.

The Restricted Share Award Scheme shall be valid and effective
from the Adoption Date until the later of (i) the 5th anniversary of the
Adoption Date (namely 26 March 2018); and (ii) the date on which
the audited financial results of the Company for the year ended 31
December 2017 are published in accordance with the Listing Rules.
The termination shall not affect any subsisting rights of any selected
participant thereunder and the Restricted Share Award Scheme
can be terminated and extended by a resolution of the Board.

As at 31 December 2015, the aggregate number of restricted
shares of the Company granted to selected participants was
32,349,400 (before bonus issue adjustment), of which 8,425,800
restricted shares (before bonus issue adjustment) were granted to
Ms. Sun Yiping, the Chief Executive Officer and executive Director,
and 2,229,500 restricted shares (before bonus issue adjustment)
were granted to Mr. Bai Ying, the executive Director. For further
details of the grant of restricted shares, please refer to the
Company’s announcements dated 29 April 2013, 22 April 2014,
19 September 2014, 8 April 2015 and 30 September 2015. Further
details of the share award scheme are also set out in note 42 to the
financial statements.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company’s
articles of association or the laws of the Cayman Islands which
would oblige the Company to offer new shares on a pro rata basis
to its existing Shareholders.
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PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

Neither the Company nor any of its subsidiaries purchased,
redeemed or sold any of the Company’s listed securities during
the year ended 31 December 2015, except that the trustee of
the Restricted Share Award Scheme adopted on 26 March 2013,
pursuant to the rules of the Restricted Share Award Scheme,
purchased on the open market a total of 5,447,000 shares (before
bonus issue adjustment) of the Company at a total consideration of
approximately RMB135.5 million.

EQUITY-LINKED AGREEMENTS

Save for the Share Option Scheme as set out on pages 90 to 91
and the Restricted Share Award Scheme as set out on page 92,
no equity-linked agreements were entered into by the Group, or
existed during the year.

PUBLIC FLOAT

As at the date of this report, the Company has maintained the
prescribed public float under the Listing Rules, based on the
information that is publicly available to the Company and within the
knowledge of the Directors.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the
whole or any substantial part of the business of the Company were
entered into or existed during the year.

MAJOR CUSTOMERS AND SUPPLIERS

The percentage of purchases attributable to the five largest
suppliers of the Group combined was less than 30% of the total
purchases of the Group.

The percentage of revenue attributable to the five largest customers
of the Group combined was less than 30% of the total revenue of
the Group.

PLEDGE OF ASSETS

As at 31 December 2015, the Group has pledged certain bank
deposits, bills receivable, land use rights and certain property, plant
and equipment aggregating to approximately RMB1,181,352,000
(2014: RMB848,593,000). In addition, in 2014, certain bank loan
was secured in the form of a general security agreement over all the
assets of Yashili New Zealand Dairy Co., Ltd. with a total carrying
amount of RMB985,640,000 as at 31 December 2014.

Details are set out in the respective notes to the financial
statements.
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CONTINGENT LIABILITIES AND
COMMITMENTS

Details of contingent liabilities and commitments are set out in
notes 47 and 50, respectively, to the financial statements.

FINANCIAL SUMMARY

A summary of the results for the year and of the assets and
liabilities of the Group as at 31 December 2015 and for the previous
four financial periods are set out on pages 279 to 280.

CORPORATE GOVERNANCE

The Company’s corporate governance principles and practices are
set out in the Corporate Governance Report on pages 60 to 77.

AUDITORS

The financial statements have been audited by Emst & Young. A
resolution for the re-appointment of Ernst & Young as auditors of
the Company will be proposed at the forthcoming annual general
meeting.

By order of the Board of Directors

Sun Yiping
Chief Executive Officer

Hong Kong, 22 March 2016
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BOARD OF DIRECTORS

Ms. SUN Yiping (Chief Executive Officer)
Mr. BAI Ying

Mr. NING Gaoning (Chairman)
(resigned on 19 February 2016)

Mr. MA Jianping (Chairman)
(appointed on 19 February 2016)

Mr. YU Xubo

Mr. NIU Gensheng

Ms. LIU Ding (Vice-Chairwoman)

Mr. Finn S. HANSEN

Mr. Christian NEU

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

Mr. ZHANG Xiaoya

Mr. WU Kwok Keung Andrew

Dr. LIAO Jianwen

Mr. ZHANG Ping
Mr. LIU Shengli

Mr. WANG Yansong
Mr. GAO Fei

Ms. ZHAI Mei

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

Secretary)

Hong Kong Stock Exchange 2319

INVESTOR RELATIONS CONTACT
Ms. Willow WU

29th Floor, Block A, IFC

No. 8A Jianguomenwai Avenue

Chaoyang District

Beijing, China

Email: ir@mengniu.cn

Website: www.mengniuir.com
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PLACE OF BUSINESS IN HONG KONG
Suites 801-2, 8th 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

Royal Bank of Canada Trust Company (Cayman) Limited
4th Floor, Royal Bank House

24 Shedden Road, George Town

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

As to Cayman Islands Law
Maples and Calder Asia

PRINCIPAL BANKERS
Agricultural Bank of China

BNP Paribas

Industrial Commercial Bank of China
Ping An Bank

Rabobank

Standard Chartered Bank

AUDITORS
Ernst & Young

INVESTOR RELATIONS CONSULTANT

Strategic Financial Relations (China) Limited
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INDEPENDENT AUDITORS’ REPORT
BB BETRE

Emst & Young RKETENEFEER Tel B 37: +852 2846 9888

22/F, CITIC Tower BEATRAREIE 19 Fax {SEL: +852 2868 4432
‘ 1 Tim Mei Avenue h{EKE 218 ey.com

Central, Hong Kong

EY =i«

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

We have audited the consolidated financial statements of
China Mengniu Dairy Company Limited (the “Company”) and its
subsidiaries set out on pages 99 to 280, which comprise the
consolidated statements of financial position as at 31 December
2015, and the consolidated statement of profit or loss, the
consolidated statement of comprehensive income, the consolidated
statement of changes in equity and the consolidated statement of
cash flows for the year then ended, and a summary of significant
accounting policies and other explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS
The directors of the Company are responsible for the preparation
of consolidated financial statements that give a true and fair view in
accordance with International Financial Reporting Standards issued
by the International Accounting Standards Board and the disclosure
requirements of the Hong Kong Companies Ordinance, and for
such internal control as the directors determine is necessary to
enable the preparation of consolidated financial statements that are
free from material misstatement, whether due to fraud or error.

AUDITORS’ RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit. Our report is made solely
to you, as a body, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report.

We conducted our audit in accordance with Hong Kong Standards
on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are
free from material misstatement.
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An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditors’
judgement, including the assessment of the risks of material
misstatement of the consolidated financial statements, whether due
to fraud or error. In making those risk assessments, the auditors
consider internal control relevant to the entity’s preparation of
consolidated financial statements that give a true and fair view
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the entity’s internal control. An audit also
includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by
the directors, as well as evaluating the overall presentation of the
consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinion.

OPINION

In our opinion, the consolidated financial statements give a
true and fair view of the financial position of the Company and
its subsidiaries as at 31 December 2015, and of their financial
performance and cash flows for the year then ended in accordance
with International Financial Reporting Standards and have been
properly prepared in compliance with the disclosure requirements
of the Hong Kong Companies Ordinance.

Ernst & Young

Certified Public Accountants
Hong Kong

22 March 2016
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS

mEEmR

Year ended 31 December 2015 HE T —AF+-A=+—HILFE

2015 2014
—E-IE —T—OF
RMB’000 RMB’000
AR®T T ARET T
CONTINUING OPERATIONS BESEER
REVENUE WA 5 49,026,516 50,049,243
Cost of sales SHE KA (33,651,042) (34,615,630)
GROSS PROFIT EF 15,375,474 15,433,613
Other income and gains HA YA Rz 5 521,268 449,074
Selling and distribution expenses HERKHE A (10,985,039) (10,563,695)
Administrative expenses THREA (1,871,250) (1,941,237)
Other expenses HithEMA 6 (392,591) (718,207)
Interest income FlEU A 563,273 547,638
Finance costs BhE R AR 8 (318,634) (339,910)
Share of profits of associates FE(HER AT F)E 29 137,669 277,732
PROFIT BEFORE TAX FROM REFEKSEEK 2
CONTINUING OPERATIONS AR 7 3,030,170 3,150,008
Income tax expense s 11 (510,038) (459,292)
PROFIT FOR THE YEAR FROM REFAREXK2
CONTINUING OPERATIONS REF 2,520,132 2,690,716
DISCONTINUED OPERATION ERIEEEEK
Profit/(loss) for the year from a REBRIEEER 2
discontinued operation REFE(EE) 12 122 (63)
PROFIT FOR THE YEAR REFH 2,520,254 2,690,653
Attributable to: AR & (L
Owners of the Company ViNNEIE ZE N 2,367,291 2,350,803
Non-controlling interests VAR AR S A 152,963 339,850

2,520,254 2,690,653
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Consolidated Statement of Profit or Loss #ra 8%k

Year ended 31 December 2015 HE—ZT—RAF+-A=+—HILFE

2015 2014
—E—AfF —E—mF
RMB’000 RMB’000
ARET T AREETTT
Restated
EARNINGS PER SHARE AAREBRESA
ATTRIBUTABLE TO ORDINARY EhER2EF
EQUITY HOLDERS OF (ABRARYETE)
THE COMPANY (EXPRESSED
IN RMB PER SHARE) 14
Basic HAR
— For profit for the year — ZREFFH 0.609 0.605
— For profit from continuing operations —REARBBKEES
)39 0.609 0.605
Diluted e
— For profit for the year —ZREFE 0.607 0.602
— For profit from continuing operations —REFELEER L

b 0.607 0.602
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

SeEZHWER

Year ended 31 December 2015 HE T —AF+-A=+—HILFE

2015 2014
—B-AfF —ZE-F
RMB’000 RMB’000
AR® Tt AR®ETTT
PROFIT FOR THE YEAR REFE 2,520,254 2,690,653
OTHER COMPREHENSIVE Hitt2mEWE (FE)
INCOME/(LOSS)
Other comprehensive income/(loss) ERBHEH»EE
to be reclassified to profit or loss in BRmEMEERES
subsequent periods: (BB) :
Exchange differences on translation of BMEBINETER
foreign operations TE =R (66,650) (69,434)
Cash flow hedges: REREEP -
Effective portion of changes in RERFEHTHE
fair value of hedging instruments DRAEEE 2
arising during the year ERE o 34(a) 9,645 (9,645)
Income tax effect Frisfim & 23 (1,257) 1,257
Net other comprehensive loss HEHNBEH S EE
to be reclassified to profit or loss BRNEMEE
in subsequent periods B8R (58,262) (77,822)
Other comprehensive income/(loss) HigHim T @&
not to be reclassified to profit or loss DEEBEENEMD
in subsequent periods: 2HEWE(E8)
Equity investments designated as BEAUNAREFE
fair value through other BEZFT AEM
comprehensive income: PERRABRARE
Changes in fair value NAEESE 25(a)/(b) (117,050) 219,694
Net other comprehensive HEHmMIAEEH
income/(loss) not to PHEEEFNEM
be reclassified to profit or loss 2mEWE(BE)FE
in subsequent periods (117,050) 219,694
OTHER COMPREHENSIVE Hip2EkE(EE)
INCOME/(LOSS), NET OF TAX HERBLE (175,312) 141,872
TOTAL COMPREHENSIVE INCOME FEZHEKRSAR
FOR THE YEAR 2,344,942 2,832,525
Attributable to: LA &7 (L -
Owners of the Company ViN/NCIEZ PN 2,157,043 2,509,238
Non-controlling interests VAR AR S A 187,899 323,287
2,344,942 2,832,525
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

e IR R

As at 31 December 2015 R=ZE—RF+-_A=+—H

2015 2014
—E-HF —ZTF
RMB’000 RMB’000
AR®T T AREFIT
NON-CURRENT ASSETS FREBEE
Property, plant and equipment ME - R NRE 15 11,637,977 9,667,308
Construction in progress EEIR 16 900,939 2,030,097
Investment properties "EYEE 17 20,078 103,814
Land use rights - fsh A 18 888,680 1,050,567
Goodwill EES 19 5,850,599 5,837,501
Other intangible assets HinmEEE 20 1,731,018 1,620,375
Investments in associates KL RAFMIEE 22 4,185,883 3,840,594
Deferred tax assets FEFTISHEE 23 307,534 379,910
Biological assets EMEE 24 289,823 160,271
Non-current financial assets ERBEMEE 25 2,327,916 1,894,059
Long term prepayments RHITAER R 28 91,738 163,704
Total non-current assets WIERE B E 28,232,185 26,748,200
CURRENT ASSETS REBEE
Other current financial assets EtnshemiEE 25 5,255,273 8,338,024
Derivative financial instruments TTESmIA 34 10,944 17,455
Inventories e 26 4,339,506 4,342,292
Trade and bills receivables FEUBR R R =R 27 1,617,757 1,148,186
Prepayments, deposits and other TERR - Ze Rk
receivables H b fE UL FRIB 28 2,158,884 1,573,053
Pledged deposits REESTER 29 722,402 255,589
Cash and bank balances Re RIRTTEF 29 7,931,237 4,649,560
22,036,003 20,324,159
Assets of disposal groups classified DEAFEEHFERN
as held for sale BEHENEE 12 384,353 8,433
Total current assets da R E 22,420,356 20,332,592
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Consolidated Statement of Financial Position #R & B iR R R

As at 31 December 2015 R=—ZE—HF+-A=+—H

2015 2014
—E-HEF —F—NF
RMB’000 RMB’000
AR¥T T ARETTT
CURRENT LIABILITIES nEeE
Trade and bills payables FERTBRR R RIE 30 4,644,298 4,991,847
Other payables and accruals HEmERELERER 31 4,989,524 4,554,420
Interest-bearing bank and other borrowings 58 8R1T R Hit 5 E 32 6,080,751 4,360,618
Other loans EmER 33 43,915 118,365
Derivative financial instruments TESmIA 34 3,160 4,506
Deferred income PRIEW A 36 45,652 23,537
Income tax payable FERS PTG AR 153,367 297,280
15,960,667 14,350,573
Liabilities directly associated with the EAEAFBFEN
assets classified as held for sale BEEERBENAG 12 15,708 572
Total current liabilities BrnEas 15,976,375 14,351,145
NET CURRENT ASSETS BFRBEE 6,443,981 5,981,447
TOTAL ASSETS LESS CURRENT BEERARBAER
LIABILITIES 34,676,166 32,729,647
NON-CURRENT LIABILITIES FEREBEE
Interest-bearing bank and other borrowings 58 8R1T R HitfE & 32 4,969,511 5,464,050
Long term payables RHER B 35 68,399 63,812
Deferred income PEFEUT A 36 303,116 270,477
Deferred tax liabilities REFEH AR 23 76,050 92,076
Derivative financial instruments TEEmIA 34 - 7,618
Other non-current financial liabilities Hi3ERsEepgas 37 2,643,936 2,338,741
Total non-current liabilities BIEREEE 8,061,012 8,236,774
NET ASSETS FEE 26,615,154 24,492,873
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Consolidated Statement of Financial Position 4 & BT #EARLR

As at 31 December 2015 R =T —RAF+-_A=+—H

2015 2014
—E-HF —ZTF
RMB’000 RMB’000
AR®T T AREFIT
EQUITY P
Equity attributable to owners of the KAFIHEAE AEILER
Company
Share capital [N 38 357,262 196,246
Treasury shares held under share award  RZERE;ETEI T HE
scheme EFRD 42 (415,762) (489,075)
Other reserves H b 39 13,321,140 14,963,385
Retained earnings IREE 8,873,599 6,818,844
22,136,239 21,489,400
Non-controlling interests FEPE AR AR B A 25 4,478,915 3,003,473
TOTAL EQUITY R 26,615,154 24,492,873
Ma Jianping Sun Yiping
BEY BFH
Director Director
EE EFE
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Year ended 31 December 2015 &

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
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China Mengniu Dairy Company Limited &

Consolidated Statement of Changes in Equity
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CONSOLIDATED STATEMENT OF CASH FLOWS

AERTRNER

Year ended 31 December 2015 HE T —AF+-A=+—HILFE

2015 2014
—E-0fF —T-MmF
RMB’000 RMB’000
AR¥TR AREFT
Cash flows from operating activities REEBRELNEESRE
Profit before tax: BATAE :
From continuing operations REEHE LG 3,030,170 3,150,008
From a discontinued operation RE DK RS R 122 (63)
Adjustments for: Y RIEELFE
Interest income FEWA (563,273) (547,638)
Finance costs MEKA 8 318,634 339,910
Depreciation of items of property, ME - BEMRENE
plant and equipment 7 1,391,302 1,294,922
Depreciation of investment properties REMENE 7 3,030 4,258
Amortisation of land use rights =+ 3 PR R 8 7 26,005 25,264
Amortisation of other intangible assets Hiv i &g 7 23,951 17,272
Loss/(gain) on disposal of items of property, BREVE BER
plant and equipment REER /(W) 5/6 (10,412) 22 814
Share option scheme expense BT 41 (69,359) (46,935)
Provision for trade receivables and other JE LT B 3 K L FE L F R
receivables BiE 6 9,503 100,996
Write-back of provision for trade receivables U BR 3% % At FE W IE
and other receivables B 6 (83,955) (12,045)
Provision for property, plant and equipment ME - BEMERERE 6 - 1,551
Share of profits of associates FEfLEE & N EFIE (137,669) (277,732)
Write-down of inventories to net realisable value — F &R 2 o] &35, %(E 6 43,806 287,779
Government grants related to income U A FB 2 BUR B (78,450) -
Amortisation of deferred income-assets BN —EMEE
other than biological assets AN B (25,547) (20,489)
Foreign exchange differences, net PE i ZRF R 6 53,754 37,986
Loss/(gain) on deemed disposal of partial RRAEE—FHE A
interests in an associate BotERER/ () 5/6 33,045 (22,916)
Gain on deemed disposal of a subsidiary BREE—FRF2rME 5 - (94,903)
Gain on disposal of subsidiaries HE T AR E 5 (60,232) (13,875)
Gain on waiving of contingent consideration HESRRE LU 5 (95,022) =
Loss/(gain) arising from changes in fair value less SR A4 EREER A2
cost to sell of dairy cows BHELNEE/(WE) 24 19,323 (1,446)
Loss/(gain) on forward currency contracts REINEL R/ (KFE) 56 12,444 (17,455)
Unrealised fair value gain of commodity EREAEANREEARE
futures contracts g 34 (5,933) -
Share award scheme IR E 15 @ =1 2 42 91,724 219,434
3,926,961 4,446,697
Increase in other financial assets Hi SR EEEN
— entrusted loans —ZRRER (78,106) (8,661)
Increase in inventories FEEM (97,609) (2,034,995)
Increase in trade and bills receivables N E eSSl (392,254) (351,161)
Increase in pledged deposits RESFIIEM (103,703) (4,044)
Decrease/(increase) in prepayments, deposits BER - Be R EMERIE
and other receivables WA/ (3Eh) (498,940) 1,567,015
Increase/(decrease) in trade and bills payables  JEfTEEZR RE RN, () (312,966) 135,139
Increase in accruals and other payables FAIRE A M L b R FRELE 420,309 218,500
Cash generated from operations RS ELNIE S 2,863,692 3,968,490
Interest paid TAFE (294,526) (316,842)
Income taxes paid TRFTEH (659,977) (571,759)
Net cash flows from operating activities REEXREENTRERE 1,909,189 3,079,889
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Consolidated Statement of Cash Flows &8 HERER

Year ended 31 December 2015 HE—ZT—RAF+-A=+—HILFE

2015 2014
—E-8Hf —T-EF
RMB’000 RMB’000
AR®ET T AREFT
Cash flows from investing activities REFHEENRESRE
Proceeds from disposal of items of property, REVE  BENERE
plant and equipment Figs0a 102,751 42,449
Proceeds from disposal of biological assets BEEMEEMSHE 6,429 1,448
Proceeds from disposal of land use rights RE T H(EARERETE 18 6,057 3,020
Proceeds from disposal of other intangible assets  fz & H & & E RS 508 7,577 -
Purchase of construction in progress BEEREIRE 16 (2,311,753) (1,955,367)
Purchase of other intangible assets BEHNEREE 20 (7,737) (8,937)
Purchase of land use rights BB RE 18 (17,093) (73,979)
Purchase of items of property, plant and BEWE BEREE
equipment (553,761) (774,612)
Purchase of biological assets BEEMEE (152,484) (118,523)
Purchase of unit trust investments BEBMETERE (170,000) (327,000
Disposal of unit trust investments HEEMN{ETRE 327,000 350,258
Acquisition of unlisted equity investments EEEETRARE (2,500) -
Disposal of unlisted equity investments HEE EMBRAKLE 1,554 -
Capital injection to associates HBERANEE (517) -
Acquisition of subsidiaries W AR 18,925 (295,086)
Disposal of subsidiaries HEFAT 46 151,593 119,124
Payment of contingent considerations FARENR (10,000) (61,774)
Receipt of government grants related to WEEEEFEERE
purchase of fixed assets H#EE 111,515 94,788
Increase of long term time deposits REATE B 5 (415,909) (109,338)
Withdrawal/(purchase) of time deposits with e/ (BE)RIBA A
original maturity of more than three months AR EMESRER
included in cash and bank balances (P¥ERE METETF) (14,873) 2,704,463
Interest received W ERA 2 517,706 584,611
Dividends received from associates Y BN A BIAR B 23,460 22,179
Dividends received from an unlisted eIk E TR AR B W ER Y
equity investment %8 = 153
Purchase of investment deposits EEREER (9,346,781) (7,967,743)
Withdrawal of investment deposits WEHR BT 12,265,485 1,344,508
Net cash flows from/(used in) investing RETHELE(FH)FRE
activities RE 536,644 (6,415,358)
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Consolidated Statement of Cash Flows Sr8IRERER

Year ended 31 December 2015 2= —F

—HEFE+-A=1+—RLFE

2015 2014
—E-FF —m4F
RMB’000 RMB’000
AR¥TR AREFT
Cash flows from financing activities METHELANELSRE
Proceeds from issue of shares BIIROAMETIE = 4,081,743
Share issue expenses DR &: = (7,769)
Proceeds from interest-bearing bank loans SRR TERMETIE 6,552,196 7,457,051
Repayment of interest-bearing bank loans BB B ﬁETTEM (5,670,507) (9,402,597)
Decrease/(increase) in pledged deposits for RITETHNRELER
bank loans wD/(3Em) (363,110) 460,164
Dividends paid to owners of the Company STRAARER ARRE (585,118) (391,060)
Dividends paid to non-controlling interests SRR R EENRE (69,599) (99,886)
Proceeds from other loans Hi&; AW%%’K 4,000 25,800
Repayment of long term payables BERBEMNR (86,227) (78,380)
Capital injection from non-controlling interests JE Hxﬂx%*&ﬁn&ﬁ 19,926 1,895,805
Shares purchase for share award scheme BREREETEIER 42 (135,535) (361,341)
Shares issued under equity-settled share option  #R4% LARR (D 32 1 69 B AR 42
arrangements TR, M 65,100 39,296
Acquisition of non-controlling interests Hﬁlﬁﬁiﬂ RAR R (2,510,675) -
Deemed disposal of equity interests in a RIEELE—RFRALZRHE
subsidiary without loss of control OB BREESIE) 3,468,594 -
Net cash flows from financing activities METHEENFRESRE 689,045 3,618,826
Net increase in cash and cash equivalents RekAeEBYMEINFE 3,134,878 283,357
Cash and cash equivalents at FANRERASEEY
beginning of year 29 3,607,033 3,354,590
Effect of foreign exchange rate changes, net [EXREHNTL(FH) 92,658 (30,914)
Cash and bank balances attributable to Jﬁﬁ%ﬁmﬁ Re hR1TER
disposal groups 12 (961) -
Cash and cash equivalents at end of year ERANBEERBREZEY 29 6,833,608 3,607,033
Analysis of balances of cash and BeRBSEBUEHRIN
cash equivalents
Cash and bank balances as stated in RERA BB AR R AR 51| BR A
the consolidated statement of B MB1THER
financial position 29 7,931,237 4,649,560
Restricted deposits B HFR 29 (40,229) -
Time deposits with original maturity more than [REIBBR=TANU LD
three months THER 29 (1,057,400) (1,042,527)
Cash and cash equivalents as stated in REEREMERP KK
the consolidated statement of cash flows B REEEED 29 6,833,608 3,607,033
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NOTES TO FINANCIAL STATEMENTS
Bt 75 SR R Y =E

1. CORPORATE AND GROUP INFORMATION 1.
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

DA REEER

ARARERSHSEMRINERLER
DA ARA—FREARBAR - LT
RAEBEFEARLNB((HRE RS

in the manufacture and distribution of dairy products mainly in
the People’s Republic of China (the “PRC”).

Information about subsidiaries EBRFATNER
Particulars of the Company’s principal subsidiaries are as AAREZFREIMFRBHN T
follows:
Place of
incorporation/ Percentage of equity
registration and Issued/ registered interest attributable
Name business share capital to the Company Principal activities
MR/ BT/ FARER
8 TR EH L BTN WRERDL TEEH
Direct Indirect
B 54
China Dairy Holdings (i) Cayman US$214 100% - Investment holding
REHS 21437 REER
China Dairy (Mauritius) Limited (i) Mauritius US$100 - 100%  Investment holding
EEXE 100%7T REER
Start Great Holdings Limited (i) British Virgin Islands US$16,066,969 100% - Investment holding
RBRNES 16,066,969 T REER
Colour Vantage Limited (i) British Virgin Islands US$1 100% - Investment holding
RERNES Er RERR
Mengniu (China) Investment Company Limited () ~ PRC 1S$200,000,000 100% - Investment holding
(FH(hE)REARRA)) el 200,000,000% 7 REHR
China Mengniu International Co., Ltd. (i) British Virgin Islands HK$8,448,802,973 99.95% - Investment holding
(PERFERERAA)) AERLEE 8,448,802, 9735 T RERR
Plant Base Limited (i) HK HK$1 - 100%  Investment holding
(EHERBRAR)) BE 1T RAER
Mengniu Dairy (Beijing) Co., Ltd. (il PRC RMB50,000,000 26.70% 7329%  Manufacture and sale
(FEAK R BREERA))i) HE AR 50,000,0007C of dairy products

SERHEL RS
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Notes to Financial Statements BI#& R &R MIzT

1. CORPORATE AND GROUP INFORMATION 1. QA@KREEER @

(continued)

Information about subsidiaries (continued) BREFATIINESR @)
Place of
incorporation/ Percentage of equity
registration and Issued/ registered interest attributable
Name business share capital to the Company Principal activities
HMERL/ BT/ RAREN
28 RRIES S R WRERD L TEEH
Direct Indirect
HE R
Hubei Frealth Dairy Co., Ltd. (i)l PRC RMB87,500,000 - 79.98%  Manufacture and sale of
(MRS RAFBRE LR R)() i) EF AR 87,500,007 dairy products
FERHEN Hm
Mengniu Dairy (Qingyuan) Co., Ltd. (i PRC RMB75,000,000 - 79.98%  Manufacture and sale of
(REAZOFR) BRI i ARE75,000,0007C dairy products
EERNEANEm
Mengniu Dairy Product (Taian) Co., Ltd. (i)l PRC RMB62,500,000 20.82% 59.17%  Manufacture and sale of
(REAEG(FR)BRATAR))i) B AR62,500,0007C dairy products
GERNEAN SR
Mengniu Hi-tech Dairy Product PRC RMB100,000,000 - 79.98%  Manufacture and sale of
(Maanshan) Co., Ltd. ()i HE AR #100,000,00070 dairy products
(FHRRAZR(FERL)EBRA))i) FERHENHm
Tongliao Mengniu Dairy Product Co., Ltd. ()(ii) ~ PRC RMB62,500,000 - 79.98%  Manufacture and sale of
(BEMRTAFRBBRETELE))i) HE ARH62,500,0007 dairy products
EERNEANEm
Mengniu Dairy Product (T ianjin) Co., Ltd. (i)ii) PRC RMB75,000,000 20.80% 59.19%  Manufacture and sale of
(REABG(RR)BRDR)0) & AR75,000,0007C dairy products
EERLENHm
Inner Mongolia Mengniu Danone PRC RMB250,000,000 - 79.98%  Manufacture and sale of
Dairy Co., Ltd. (i) H AR 250,000,000 dairy products

(REEFGFEEABRBERAR)()) FERNENER
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Notes to Financial Statements BF 5 3R&R Mz

1. CORPORATE AND GROUP INFORMATION 1. 2A@KREEER @

(continued)
Information about subsidiaries (continued) EBRFATNER &)
Place of
incorporation/ Percentage of equity
registration and Issued/ registered interest attributable
Name business share capital to the Company Principal activities
MR,/ BT/ RAFEN
£ RS S Rl e WRERA L FTEEK
Direct Indirect
=83 R
Mengniu Hi-tech Dairy Product PRC RMB87,500,000 21.36% 58.63%  Manufacture and sale of
(Beijing) Co.,Ltd. (i) H ARH87,500,0007 dairy products
(FERRARRER)BREERE))i) FERHENHm
Mengniu Dairy (Jinhua) Co., Ltd. (i) PRC RMB172,458,007 26.06% 7393%  Manufacture and sale of
(RHAE(EE)BRAH) ()i HE AE#172,458 0077 dalry products
FERNEANEm
Mengniu Dairy (Hengshui) Co., Ltd. (i) PRC RMB150,000,000 26% 7399%  Manufacture and sale of
(REAF (k) AR AR i H AR 150,000,007 dairy products
FEREENHm
Mengniu Dairy (Yinchuan) Co., Ltd. (i) PRC RMB170,000,000 = 99.98%  Manufacture and sale of
(RAEFERIDBRRED)0) EF AR170,000,0007C dairy products
FERNENEm
Inner Mongolia Hehe Investment Co., Ltd. (i) PRC RMB200,000,000 - 99.98%  Investment holding
(AR RFEEEREERR)()) HE AR #200,000,0007T REER
Mengniu Dairy (Sugian) Co., Ltd. (i) PRC RMB110,000,000 - 99.98%  Manufacture and sale of
(RHIE(BR)EBAT H AR#110,000,0007 dairy products
FERHEN Hm
Inner Mongolia Mengniu Dairy (Group) Company ~ PRC RMB1,504,290,870 8.97% 91.01%  Manufacture and sale of
Limited (‘Inner Mongolia Mengniu’) (i) # AR#1,504,290,8707T dairy products
(REERFIE (ER)RHERAE) FERNEANEm

(TRZEE i)
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1. CORPORATE AND GROUP INFORMATION 1.

(continued)

Information about subsidiaries (continueq)

AEAIREEER @
EBEFLARINER @)

Place of
incorporation/ Percentage of equity
registration and Issued/ registered interest attributable
Name business share capital to the Company Principal activities
HEMEL/ BRf7/ KARES
£ RHES S R WRERDL TERH
Direct Indirect
E# 553
Inner Mongolia Mengniu Dairy PRC RMB30,000,000 26.40% 73.59%  Manufacture and sale of
Baotou Co., Ltd. (i) # AR#30,000,0007C dairy products
(DERERFAREBARAERR))i) EERLENHm
Mengniu Dairy (Wulanhaote) Co., Ltd. (i) PRC RMBG60,000,000 - 99.98%  Manufacture and sale of
(FHA%(SMEH)ERELR ) T AR60,000,0007C dairy products
FERHENHm
Mengniu Dairy (Dengkou Bayan Gaole) PRC RMB70,000,000 - 99.98%  Manufacture and sale of
Co., Ltd. (i) H AR70,000,0007 dairy products
(FHAX(BOBEZRH)BREERE))) EERLENHm
Mengniu Dairy (Luannan) Co., Ltd. (i)ii) PRC RMB56,000,000 26.06% 73.93%  Manufacture and sale of
(RAFSLE (Rm)BREERR)()) e AR 56,000,000 dairy products
EEREENEm
Mengniu Dairy (Tangshan) Co., Ltd. (iiii PRC RMB70,000,000 26.05% 73.94%  Manufacture and sale of
(RHAZ(BEL)BBEFRR))i) HE AR#70,000,0007 dairy products
FERHENHm
Mengniu Dairy (Shangzhi) Co., Ltd. (i) PRC RMB80,000,000 - 99.98%  Manufacture and sale of
(AR () BREERA)i) el AR%:80,000,0007C dairy products

FERHENRS
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Notes to Financial Statements Bf#& R &R MIzT

1. CORPORATE AND GROUP INFORMATION 1.

(continued)

Information about subsidiaries (continueq)

NEIREBER @)
EBEFLARINER @)

Place of
incorporation/ Percentage of equity
registration and Issued/ registered interest attributable
Name business share capital to the Company Principal activities
HMRL/ BT/ KAREN
8 RIS R A WREBDL TEEK
Direct Indirect
E# B
Mengniu Dairy (Chabei) Co., Ltd. (i) PRC RMB30,000,000 = 77.98%  Manufacture and sale of
(REAZ (R )BRRA) ) e AR 30,000,007 dairy products
FERNEARR
Mengniu Dairy Taian Co., Ltd. (i)ii) PRC RMB60,000,000 26.03% 7396%  Manufacture and sale of
(REIERTEREMRAD) i) el AR¥60,000,0007C dairy products
FERNEAN Em
Mengniu Dairy (Jiaozuo) Co., Ltd. (i) PRC RMB120,000,000 - 99.98%  Manufacture and sale of
(REIE(EE)BRAR)) # AR#120,000,0007C dairy products
TERNEANEE
Mengniu Dairy (Maanshan) Co., Ltd. (i)(i) PRC RMB275,000,000 = 99.98%  Manufacture and sale of
(FEAE(FRL)BRRERA)0) i ARH275,000,00070 dairy products
FERHENHm
Mengniu Dairy (Baaji) Co., Ltd. (i)(i) PRC RMB96,840,000 - 99.98%  Manufacture and sale of
(REAX(BR)ARRA) HE A& 96,840,007 dairy products
FERNEAN S
Inner Mongolia Mengniu Hi-tech PRC RMB150,000,000 = 99.98%  Manufacture and sale of
Dairy Co., Ltd. (i) e AR #150,000,0007C dairy products
(REEFEEMAZERDE)) FERLENHM
Mengniu Saibei Dairy Co., Ltd. (i) PRC RMB67,121,418 26% 7399%  Manufacture and sale of
(REELIFERDF)i) i AREB7,121,418TC dairy products

SERHEN RS
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Notes to Financial Statements BI#& R &R MIzT

1. CORPORATE AND GROUP INFORMATION 1.

(continued)

Information about subsidiaries (continueq)

AEAIREEER @
BEFRARINER @)

Place of
incorporation/ Percentage of equity
registration and Issued/ registered interest attributable
Name business share capital to the Company Principal activities
MR,/ BRI/ RATER
3 SR ER LI R HRERDL TEEH
Direct Indirect
Ef R
Mengniu Dairy (Qigihaer) Co., Ltd. (i) PRC RMB75,000,000 26% 73.99%  Manufacture and sale of
(R4 2 (BERE)BRAR)() e ARH75,000,0007C dairy products
FERHENHm
Shijiazhuang Junlebao Dairy Co., Ltd. (i) PRC RMB52,351,700 - 50.99%  Manufacture and sale of
(RREELENEBRLA)) B ARE2 351,7007 dairy products
EERLENHm
Inner Mongolia Mengniu Founding Industry PRC RMBA45,000,000 = 99.98%  Investment holding
Management Co., Ltd. ()i HE AR #45,000,00070 REER
(REERFAREXERARAERR)0H
Yashili International Holdings Ltd. (“Yashil”) Cayman HK$1,000,000,000 - 51.01%  Investment holding
(L MERERERAR) ([HLH]) FEHS 1,000,000,000/ 7 REER
Yashili International Group Limited Hong Kong HKS$1 = 51.01%  Investment holding
(RLMEREEERAE) &b BT RERR
Yashili International Group Ltd. PRC RMB826,105,300 = 51.01%  Production and sale of dairy
(“Yashili International”)(iv) # AR #826,105,3007C products
(ETFEBRERERAR) ([ HELFER W) FERHENHm
Yashili New Zealand Dairy Co., Ltd. New Zealand NZD87,672,733 - 51.01%  Production and sale of dairy
(FARRELAAEERAR) HEE 87,672,733%TAmE T products

LERHEA RS
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Notes to Financial Statements Bf#& R &R MIzT

1. CORPORATE AND GROUP INFORMATION 1.

(c

ontinued)

Information about subsidiaries (continueq)

NEIREBER @)

EBRFLARANER #)

(i

(i

(iv)

Place of
incorporation/ Percentage of equity
registration and Issued/ registered interest attributable
Name business share capital to the Company Principal activities
AL,/ BR#f7/ FARES
8 EIES S R WRERDL TERHK
Direct Indirect
E# 554
Yashili International Baby PRC RMB200,000,000 = 51.01%  Production and sale of dairy
Nourishment Co., Ltd. () T AR #200,000,0007 products
(RLMEREDHRERDARRF)) EERLENHm
Plant Base (China) Limited (iv) PRC RMB600,000,000 = 51%  Investment holding
(ERES(RE)ERAF) W) i AR 600,000,007 RERR
Aspen Foods (Zhengzhou) Co., Ltd. (i)i) PRC RMB550,000,000 - 51%  Manufacture, distribution
(BANEST R (B AR R))i) H AR#550,000,0007C and sale of plant-based

Not audited by Ernst & Young, Hong Kong or another member
firm of the Ernst & Young global network

) The subsidiaries are registered as companies with limited

liability under PRC law.

i) The subsidiaries are registered as Sino-foreign equity joint

ventures under PRC law.

The subsidiaries are wholly-foreign-owned enterprises
established in the PRC.

The above table lists the subsidiaries of the Company which,
in the opinion of the directors, principally affected the results
for the year or formed a substantial portion of the net assets
of the Group. To give details of other subsidiaries would, in
the opinion of the directors, result in particulars of excessive
length.

(i)

(i)

(iv)

BEERB LRI ZARAT
SEAFEEBEBK

beverages
E - DHREE
mm e

REBEB LK GETRIES Pk 2ok 23R4
MRV EALR B R R FTEZ

ZEFRAHBETBEEZEEIMABERE

ER7A] -

ZEFRAHREPBEEREMATINEG

ARF -

ZEFRAHYRNPEEMNEZEINIE R

3

NREEBHAN

TE IBAAREE

EFEZERID - EFTRAEEHLMB TR
AZFHIREEEFBENTTE °
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2.1 BASIS OF PREPARATION 21 RBEE

These financial statements have been prepared in accordance
with International Financial Reporting Standards (“IFRSs”)
issued by the International Accounting Standards Board
(IASB”) and the Hong Kong Companies Ordinance. They
have been prepared on a historical cost basis except for
share options, certain financial assets and derivative financial
instruments which have been measured at fair value. Certain
biological assets and agricultural produce are measured at
fair value less costs to sell. Disposal groups classified as held
for sale are stated at the lower of their carrying amounts and
fair values less costs to sell as further explained in note 2.4.
These financial statements are presented in Renminbi (“RMB”)
and all values are rounded to the nearest thousand except
when otherwise indicated.

Basis of consolidation

The consolidated financial statements comprise the financial
statements of the Company and its subsidiaries (collectively
referred to as the “Group”) for the year ended 31 December
2015. A subsidiary is an entity (including a structured entity),
directly or indirectly, controlled by the Company. Control
is achieved when the Group is exposed, or has rights, to
variable returns from its involvement with the investee and has
the ability to affect those returns through its power over the
investee (i.e., existing rights that give the Group the current
ability to direct the relevant activities of the investee).

When the Company has, directly or indirectly, less than a
majority of the voting or similar rights of an investee, the
Group considers all relevant facts and circumstances in

assessing whether it has power over an investee, including:

(@)  the contractual arrangement with the other vote holders
of the investee;

(b)  rights arising from other contractual arrangements; and

(c) the Group’s voting rights and potential voting rights.

ZEVBREZRER A ENZE S ([E
RETEARR S BEMNERY RS E
A ([ BRI B RS R |) R E B R A& R
B ZEUBMRABLKAL R - R
et  ETEREERTESRTANURAR
BFffE - ETEMEBEERREMAAAER
HEXAE - DEARRKERFENREAT
REKREERA A EREERNEHRERN
EIER - MBEHRRAARB(TARED 2
5 MAABEBERSBERIN HHABER
BIMTAL

mEEE
HFEMBHRREEARAREF AR (HE
[AREEDBEE-_T-AF+-HA=+—~H
I FENMBERR - FRARAR/ARRERERK
RZREHNER(BREELER) - EX5%
EEiE 2 EERE T AR R B AR R &
EHREBRRZAAEZOE - W EHEE
R wRE RN (BMEAREE B ATARE
NEERIRE T AR RIREER)
L2 EMMET - BNESIEHIRE

EARAERIMEREB ORI EST KRS
B RORIBLER - EFFEEESRHEY
RIRETORAE  AREEEEHMAER
FERER 8%

(@) HEFREZEMRREFTEANGR
7o

b) HtERTHEELNER K

(€) AKBEERRESBEIIRE -
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2.1 BASIS OF PREPARATION (continueq) 21 RREE @)

Basis of consolidation (continued)

The financial statements of the subsidiaries are prepared
for the same reporting period as the Company, using
consistent accounting policies. The results of subsidiaries
are consolidated from the date on which the Group obtains
control, and continue to be consolidated until the day that
such control ceases.

Profit or loss and each component of other comprehensive
income are attributed to the owners of the Company and to
the non-controlling interests, even if this results in the non-
controlling interests having a deficit balance. All intra-group
assets and liabilities, equity, income, expenses and cash
flows relating to transactions between members of the Group
are eliminated in full on consolidation.

The Group reassesses whether or not it controls an investee
if facts and circumstances indicate that there are changes to
one or more of the three elements of control. A change in the
ownership interest of a subsidiary, without a loss of control, is
accounted for as an equity transaction.

If the Group loses control over a subsidiary, it derecognises (i)
the assets (including goodwill) and liabilities of the subsidiary,
(ii) the carrying amount of any non-controlling interest and (iii)
the cumulative translation differences recorded in equity; and
recognises (i) the fair value of the consideration received, (i)
the fair value of any investment retained and (jii) any resulting
surplus or deficit in profit or loss. The Group’s share of
components previously recognised in other comprehensive
income is reclassified to profit or loss or retained profits, as
appropriate, on the same basis as would be required if the
Group had directly disposed of the related assets or liabilities.

REEE@m)
FRABMPEHRERIZEARQNGERMHBRE
B WA —BMSTBURER - TAAN
HEERAEERNSIEHEEAREEZET
L I 2 BAIHEZRATIER -

BakEteEka g alo HEBERARE
A AR R - BME LS BOFER
BaEEBER SEARRRNMEERE
REfE - #xm o WA AXARAEEKE
RAARHZBABRSRERFAREHY

WEFERERBR S BRHEERE ]
A EHREE - AEEEEHTELLE

EIQE TSl DRt £ UN

M AEBAEY T AR AIEHRE - BIEK L
BROZTANNEE(BEFE)RAEE
(i) AR FE 2 AR IR SR e 2 9 BR T B M (i) A HE
WRLE M REHRE 25 RIERFTWRRE
B RRME -~ (i) FrREEMIRE A R E i)
BRI ELEENAGKEE o LT
Hir2El = NERN AN ER B IDEH
SEEABRNRBAEER) - FrigEE
HASEEERELERBENEEXBEAR
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2.2 CHANGES IN ACCOUNTING POLICIES
AND DISCLOSURES
The Group has adopted the following revised standards for
the first time for the current year’s financial statements.

Amendments to IAS 19 Defined Benefit Plans: Employee

Contributions

Annual Improvements to IFRSs 2010-2012 Cycle

Annual Improvements to IFRSs 2011-2013 Cycle

The nature and the impact of each amendment is described
below:

(@)

Amendments to IAS 19 apply to contributions from
employees or third parties to defined benefit plans. The
amendments simplify the accounting for contributions
that are independent of the number of years of
employee service, for example, employee contributions
that are calculated according to a fixed percentage of
salary. If the amount of the contributions is independent
of the number of years of service, an entity is permitted
to recognise such contributions as a reduction of
service cost in the period in which the related service
is rendered. The amendments have had no impact on
the Group as the Group does not have defined benefit
plans.

22 B HERZEBRIKE

AEBERAFENFBRRERFAUT

RAERTEER -

R ERF1SRIEFTREE A & - 1B
BH3

BRI R —FE—FFEF —F——F
BRI F R

BRI R R — F——FE —F—=4F
BRI F R

FRIETNHEERFZEHADOT ¢

(@) FIRETERE19RETERNESR
HE=T AR EBRNTEIHER - ZF
ERT L I AR B RIS F A M EH
FOgtERE  flnkFeEEA D
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IR FEME - BREE/ZFMH
FR S A8 R AR 75 HA R 1 /5 AR A B AR
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Notes to Financial Statements B # R R M=

2.2 CHANGES IN ACCOUNTING POLICIES

AND DISCLOSURES (continued)

(b)  The Annual Improvements to IFRSs 2010-2012 Cycle
issued in January 2014 sets out amendments to a
number of IFRSs. Details of the amendments that are
effective for the current year are as follows:

22 BN HERZEEBRIEE @)

R=Z— N F— BB BB 753
EEA - F—FFE T — —FHE
ZEERESEE ZERBR TSRS
R ZEE] - RAFEERNZEFE

(b)

IFRS 8 Operating Segments: Clarifies that an
entity must disclose the judgements made by
management in applying the aggregation criteria
in IFRS 8, including a brief description of operating
segments that have been aggregated and the
economic characteristics used to assess whether
the segments are similar. The amendments also
clarify that a reconciliation of segment assets to
total assets is only required to be disclosed if the
reconciliation is reported to the chief operating
decision maker. The Group has not applied the
aggregation criteria in IFRS 8.12. The Group has
presented the reconciliation of segment assets
to total assets in previous periods and continues
to disclose the same in note 4 in these financial
statements as the reconciliation is reported to the
chief operating decision maker for the purpose of
the decision making.

IAS 16 Property, Plant and Equipment and IAS 38
Intangible Assets: Clarifies the treatment of gross
carrying amount and accumulated depreciation
or amortisation of revalued items of property,
plant and equipment and intangible assets. The
amendments have had no impact on the Group as
the Group does not apply the revaluation model
for the measurement of these assets.

IAS 24 Related Party Disclosures: Clarifies that a
management entity (i.e., an entity that provides key
management personnel services) is a related party
subject to related party disclosure requirements. In
addition, an entity that uses a management entity
is required to disclose the expenses incurred for
management services. The amendment has had
no impact on the Group as the Group does not
receive any management services from other
entities.

HESE SN

o BRMBMEEESRLE D
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Notes to Financial Statements B # &R FTRMI =T

2.2 CHANGES IN ACCOUNTING POLICIES

AND DISCLOSURES (continued)

(c) The Annual Improvements to IFRSs 2011-2013 Cycle
issued in January 2014 sets out amendments to a
number of IFRSs. Details of the amendments that are
effective for the current year are as follows:

o IFRS 3 Business Combinations: Clarifies that
joint arrangements but not joint ventures are
outside the scope of IFRS 3 and the scope
exception applies only to the accounting in the
financial statements of the joint arrangement itself.
The amendment is applied prospectively. The
amendment has had no impact on the Group as
the Company is not a joint arrangement and the
Group did not form any joint arrangement during
the year.

o IFRS 13 Fair Value Measurement: Clarifies that the
portfolio exception in IFRS 13 can be applied not
only to financial assets and financial liabilities, but
also to other contracts within the scope of IFRS 9
or IAS 39 as applicable. The amendment is applied
prospectively from the beginning of the annual
period in which IFRS 13 was initially applied. The
amendment has had no impact on the Group as
the Group does not apply the portfolio exception
in IFRS 13.

° IAS 40 Investment Property: Clarifies that IFRS 3,
instead of the description of ancillary services in
IAS 40 which differentiates between investment
property and owner-occupied property, is used
to determine if the transaction is a purchase of an
asset or a business combination. The amendment
is applied prospectively for acquisitions of
investment properties. The amendment has had
no impact on the Group as the acquisition of
investment properties during the year was not a
business combination and so this amendment is
not applicable.

In addition, the Company has adopted the amendments to
the Listing Rules issued by The Stock Exchange of Hong
Kong Limited relating to the disclosure of financial information
with reference to the Hong Kong Companies Ordinance (Cap.
622) during the current financial year. The main impact to the
financial statements is on the presentation and disclosure of
certain information in the financial statements.

22 B HERZEEBRIEE @
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2.3 ISSUED BUT NOT YET EFFECTIVE 2.3 T %% 1B e AR 4 RHY B BR B 7S 3R
INTERNATIONAL FINANCIAL REPORTING HZER|
STANDARDS
The Group has not applied the following new and revised REBUWARRZEVIERRPERAATEMS
IFRSs, that have been issued but are not yet effective, in ME®MAERFE REETRRISHmE
these financial statements. AR -

IFRS 9* Financial Instruments? SR B 75 A HE R 057 g T AS
Amendments to IFRS 10 Sale or Contribution of Assets BRI B 75 R 5 E A REE B AR
and IAS 28 (2011) between an Investor and its SN i3 NEIE A B
Associate or Joint Venture® F28FMEE] EZHMEE
(Z&——%F) M E )T &
Amendments to IFRS 10,  Investment Entities: Applying the BRI RELERIE10 KEFRE  EH
IFRS 12 and Consolidation Exception’ 8 BRI SRS 1E B HEBISNEE
IAS 28 (2011) A 1258 R EIRR &5
AR FE 285K S ET
(Z2—%)
Amendments to IFRS 11 Accounting for Acquisitions of B % B 75 o 5 #E | WotER & E
Interests in Joint Operations’ F11EAIEET BB L
IFRS 14 Regulatory Deferral Accounts® R B Fs s o5 YE B EERRAS
FE1458
IFRS 15 Revenue from Contracts with BRI B B A& o 5 2 A EEA A3
Customers® F15%
IFRS 16 Leases* MBHmEERE165 HE
Amendments to IAS 1 Disclosure Initiative’ BB ERIE1REN  HEE
&3]
Amendments to IAS 7 Disclosure Initiative? BB ERIE7TIREN  HEEP
1&E]
Amendments to IAS 12 Recognition of Deferred Tax B @:HERISE125RE SRS HEE/SHE
Assets for Unrealised Losses? 18581 SRR IH &
=
Amendments to IAS 16 Clarification of Acceptable FR e #RE165R R JEEHE R
and IAS 38 Methods of Depreciation and R ST 2RI FE 3855 HYy A T A

Amortisation’ BEET
Amendments to Agriculture: Bearer Plants’ B e #ER|E 165 R B - AEME
IAS 16 and IAS 41 et 7
FARAEE]
Amendments to Equity Method in Separate BREHERNE27HR BUHBEHEELZ
IAS 27(2011) Financial Statements’ Bl (ZE——%F) VY
Annual Improvements Amendments to a number of —E——FZ—F—J]  ZIEEREER
2012-2014 Cycle IFRSs' FR - F R HHE EAERIERT
i Effective for annual periods beginning on or after 1 January 1 NRIE—RE—A— B2 BHENEE
2016 HAR A
2 Effective for annual periods beginning on or after 1 January 2 R-E—+E—A— B2 BRBNERE
2017 AR AR
8 Effective for annual periods beginning on or after 1 January 3 R-ZZE—NF—A— B2 EBFABNEE
2018 B AR
4 Effective for annual periods beginning on or after 1 January 4 R-ZE—NE— A B Z2EBRENERE
2019 HAR A
5 No mandatory effective date yet determined but available for 5 1 AR HE T 98 1) A A B HAYB AT R ER 4N
adoption
© Effe?:tive for an entity that first adopts IFRSs for its annual 6 BRI AR S ER BT - EH

financial statements beginning on or after 1 January 2016 and
therefore is not applicable to the Group

MRoZE-RFE-A-BRZRFARNFE
IR - At NEARAER
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2.3 ISSUED BUT NOT YET EFFECTIVE

INTERNATIONAL FINANCIAL REPORTING
STANDARDS (continued)

The Group is in the process of determining whether these
new and revised IFRSs will have any material impact on the
Group’s results of operations and financial position.

* In September 2014, the IASB issued the final version of IFRS
9 (the “IFRS 9 (2014)”), bringing together all phases of the
financial instruments project to replace IAS 39 and all previous
versions of IFRS 9. The Group has early adopted IFRS 9
(2009) and IFRS 9 (2013) on 1 January 2014 and 1 July 2014,
respectively, while the Group expects to adopt the full text of
IFRS 9 (2014) from 1 January 2018.

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES

Investments in associates and joint ventures

An associate is an entity in which the Group has a long term
interest of generally not less than 20% of the equity voting
rights and over which it is in a position to exercise significant
influence. Significant influence is the power to participate in
the financial and operating policy decisions of the investee,
but is not control or joint control over those policies.

A joint venture is a type of joint arrangement whereby the
parties that have joint control of the arrangement have rights
to the net assets of the joint venture. Joint control is the
contractually agreed sharing of control of an arrangement,
which exists only when decisions about the relevant activities
require the unanimous consent of the parties sharing control.

The Group’s investments in associates and joint ventures are
stated in the consolidated statement of financial position at
the Group’s share of net assets under the equity method of
accounting, less any impairment losses.

Adjustments are made to bring into line any dissimilar
accounting policies that may exist.

2.3

2.4

© 2% 1B 18 R 4 A9 B R B S 3R
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2.4 SUMMARY OF SIGNIFICANT 2.4 ERETHERBE @)

ACCOUNTING POLICIES (continued)

Investments in associates and joint ventures (continued)
The Group’s share of the post-acquisition results and other
comprehensive income of associates and joint ventures is
included in profit or loss and other comprehensive income,
respectively. In addition, when there has been a change
recognised directly in the equity of the associate or joint
venture, the Group recognises its share of any changes,
when applicable, in the consolidated statement of changes in
equity. Unrealised gains and losses resulting from transactions
between the Group and its associates or joint ventures are
eliminated to the extent of the Group’s investments in the
associates or joint ventures, except where unrealised losses
provide evidence of an impairment of the assets transferred.
Goodwill arising from the acquisition of associates or joint
ventures is included as part of the Group’s investments in
associates or joint ventures.

If an investment in an associate becomes an investment
in a joint venture or vice versa, the retained interest is
not remeasured. Instead, the investment continues to be
accounted for under the equity method. In all other cases,
upon loss of significant influence over the associate or joint
control over the joint venture, the Group measures and
recognises any retained investment at its fair value. Any
difference between the carrying amount of the associate or
joint venture upon loss of significant influence or joint control
and the fair value of the retained investment and proceeds
from disposal is recognised in profit or loss.

When an investment in an associate or a joint venture is
classified as held for sale, it is accounted for in accordance
with IFRS 5 Non-current Assets Held for Sale and
Discontinued Operation.

Business combinations and goodwill

Business combinations are accounted for using the
acquisition method. The consideration transferred is
measured at the acquisition date fair value which is the sum
of the acquisition date fair values of assets transferred by
the Group, liabilities assumed by the Group to the former
owners of the acquiree and the equity interests issued by
the Group in exchange for control of the acquiree. For each
business combination, the Group elects whether to measure
the non-controlling interests in the acquiree that are present
ownership interests and entitle their holders to a proportional
share of net assets in the event of liquidation at fair value or
at the proportionate share of the acquiree’s identifiable net
assets. All other components of non-controlling interests are
measured at fair value. Acquisition-related costs are expensed
as incurred.

HBE QARG ELENRE @
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2.4 SUMMARY OF SIGNIFICANT 2.4 ERETHERBE @)

ACCOUNTING POLICIES (continued)

Business combinations and goodwill (continued)

When the Group acquires a business, it assesses the financial
assets and liabilities assumed for appropriate classification
and designation in accordance with the contractual terms,
economic circumstances and pertinent conditions as at the
acquisition date. This includes the separation of embedded
derivatives in host contracts of the acquiree.

If the business combination is achieved in stages, the
previously held equity interest is remeasured at its acquisition
date fair value and any resulting gain or loss is recognised in
consolidated statement of profit or loss.

Any contingent consideration to be transferred by the acquirer
is recognised at fair value at the acquisition date. Contingent
consideration classified as an asset or liability is measured at
fair value with changes in fair value recognised in consolidated
statement of profit or loss. Contingent consideration that
is classified as equity is not remeasured and subsequent
settlement is accounted for within equity.

Goodwill is initially measured at cost, being the excess of
the aggregate of the consideration transferred, the amount
recognised for non-controlling interests and any fair value of
the Group’s previously held equity interests in the acquiree
over the identifiable net assets acquired and liabilities
assumed. If the sum of this consideration and other items
is lower than the fair value of the net assets acquired, the
difference is, after reassessment, recognised in consolidated
statement of profit or loss as a gain on bargain purchase.

After initial recognition, goodwill is measured at cost less
any accumulated impairment losses. Goodwill is tested for
impairment annually or more frequently if events or changes
in circumstances indicate that the carrying value may be
impaired. The Group performs its annual impairment test of
goodwill as at 31 December. For the purpose of impairment
testing, goodwill acquired in a business combination is, from
the acquisition date, allocated to each of the Group’s cash-
generating units, or groups of cash-generating units, that are
expected to benefit from the synergies of the combination,
irrespective of whether other assets or liabilities of the Group
are assigned to those units or groups of units.
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2.4 SUMMARY OF SIGNIFICANT 2.4 ERETHERBE @)

ACCOUNTING POLICIES (continued)

Business combinations and goodwill (continued)
Impairment is determined by assessing the recoverable
amount of the cash-generating unit (group of cash-generating
units) to which the goodwill relates. Where the recoverable
amount of the cash-generating unit (group of cash-generating
units) is less than the carrying amount, an impairment loss is
recognised. An impairment loss recognised for goodwill is not
reversed in a subsequent period.

Where goodwill has been allocated to a cash-generating unit
(or group of cash-generating units) and part of the operation
within that unit is disposed of, the goodwill associated with
the operation disposed of is included in the carrying amount
of the operation when determining the gain or loss on the
disposal. Goodwill disposed of in these circumstances
is measured based on the relative value of the operation
disposed of and the portion of the cash-generating unit
retained.

Fair value measurement

The Group measures its share options, certain financial
assets, biological assets and derivative financial instruments
at fair value at the end of each reporting period. Fair value
is the price that would be received to sell an asset or paid
to transfer a liability in an orderly transaction between
market participants at the measurement date. The fair
value measurement is based on the presumption that the
transaction to sell the asset or transfer the liability takes place
either in the principal market for the asset or liability, or in
the absence of a principal market, in the most advantageous
market for the asset or liability. The principal or the most
advantageous market must be accessible by the Group.
The fair value of an asset or a liability is measured using the
assumptions that market participants would use when pricing
the asset or liability, assuming that market participants act in
their economic best interest.

A fair value measurement of a non-financial asset takes into
account a market participant’s ability to generate economic
benefits by using the asset in its highest and best use or by
selling it to another market participant that would use the asset
in its highest and best use.

The Group uses valuation techniques that are appropriate
in the circumstances and for which sufficient data are
available to measure fair value, maximising the use of relevant
observable inputs and minimising the use of unobservable
inputs.
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2.4 SUMMARY OF SIGNIFICANT 2.4 ERETHERBE @)

ACCOUNTING POLICIES (continued)

Fair value measurement (continued)

All assets and liabilities for which fair value is measured
or disclosed in the financial statements are categorised
within the fair value hierarchy, described as follows, based
on the lowest level input that is significant to the fair value
measurement as a whole:

Level 1 - based on quoted prices (unadjusted) in active
markets for identical assets or liabilities
Level2 - based on valuation techniques for which the
lowest level input that is significant to the
fair value measurement is observable, either
directly or indirectly

Level 3 - based on valuation techniques for which the
lowest level input that is significant to the fair
value measurement is unobservable

For assets and liabilities that are recognised in the financial
statements on a recurring basis, the Group determines
whether transfers have occurred between levels in the
hierarchy by reassessing categorisation (based on the lowest
level input that is significant to the fair value measurement as
a whole) at the end of each reporting period.

Impairment of non-financial assets

Where an indication of impairment exists, or when annual
impairment testing for an asset is required (other than
inventories, construction contract assets, financial assets,
investment properties, goodwill and non-current assets/
a disposal group classified as held for sale), the asset’s
recoverable amount is estimated. An asset’s recoverable
amount is the higher of the asset’s or cash-generating unit’s
value in use and its fair value less costs of disposal, and is
determined for an individual asset, unless the asset does not
generate cash inflows that are largely independent of those
from other assets or groups of assets, in which case the
recoverable amount is determined for the cash-generating
unit to which the asset belongs.
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2.4 SUMMARY OF SIGNIFICANT 2.4 ERETHERBE @)

ACCOUNTING POLICIES (continued)

Impairment of non-financial assets (continued)

An impairment loss is recognised only if the carrying amount
of an asset exceeds its recoverable amount. In assessing
value in use, the estimated future cash flows are discounted
to their present value using a pre-tax discount rate that
reflects current market assessments of the time value of
money and the risks specific to the asset. An impairment
loss is charged to the consolidated statement of profit or loss
in the period in which it arises in those expense categories
consistent with the function of the impaired asset.

An assessment is made at the end of each reporting
period as to whether there is an indication that previously
recognised impairment losses may no longer exist or may
have decreased. If such an indication exists, the recoverable
amount is estimated. A previously recognised impairment
loss of an asset other than goodwill is reversed only if there
has been a change in the estimates used to determine the
recoverable amount of that asset, but not to an amount
higher than the carrying amount that would have been
determined (net of any depreciation/amortisation) had no
impairment loss been recognised for the asset in prior years.
A reversal of such an impairment loss is credited to the
consolidated statement of profit or loss in the period in which
it arises, unless the asset is carried at a revalued amount, in
which case the reversal of the impairment loss is accounted
for in accordance with the relevant accounting policy for that
revalued asset.

Related parties
A party is considered to be related to the Group if:

(@) the party is a person or a close member of that person’s
family and that person

(i) has control or joint control over the Group;
(i) has significant influence over the Group; or

(i) is @ member of the key management personnel of
the Group or of a parent of the Group;

or
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2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)
Related parties (continued)
(b) the party is an entity where any of the following
conditions applies:

(i) the entity and the Group are members of the same
group;

(i) one entity is an associate or joint venture of the
other entity (or of a parent, subsidiary or fellow
subsidiary of the other entity);

(i) the entity and the Group are joint ventures of the
same third party;

(iv)  one entity is a joint venture of a third entity and the
other entity is an associate of the third entity;

(v)  the entity is a post-employment benefit plan for
the benefit of employees of either the Group or an
entity related to the Group;

(vi)  the entity is controlled or jointly controlled by a
person identified in (a);

(vii) a person identified in (a)(i) has significant influence
over the entity or is a member of the key
management personnel of the entity (or of a parent
of the entity); and

(viii) the entity, or any member of a group of which it
is a part, provides key management personnel
services to the Group or to the parent of the
Group.

Property, plant and equipment and depreciation
Property, plant and equipment, other than construction in
progress, are stated at cost less accumulated depreciation
and any impairment losses. When an item of property, plant
and equipment is classified as held for sale or when it is
part of a disposal group classified as held for sale, it is not
depreciated and is accounted for in accordance with IFRS 5,
as further explained in the accounting policy for “Non-current
assets and disposal groups held for sale”. The cost of an
item of property, plant and equipment comprises its purchase
price and any directly attributable costs of bringing the asset
to its working condition and location for its intended use.
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2.4 SUMMARY OF SIGNIFICANT 2.4 ERETHERBE @)

ACCOUNTING POLICIES (continued)

Property, plant and equipment and depreciation
(continued)

Cost may also include transfers from equity of any gains or
losses on qualifying cash flow hedges of foreign currency
purchases of property, plant and equipment.

Expenditure incurred after items of property, plant and
equipment have been put into operation, such as repairs
and maintenance, is normally charged to the consolidated
statement of profit or loss in the period in which it is incurred.
In situations where the recognition criteria are satisfied,
the expenditure for a major inspection is capitalised in the
carrying amount of the asset as a replacement. Where
significant parts of property, plant and equipment are required
to be replaced at intervals, the Group recognises such parts
as individual assets with specific useful lives and depreciates
them accordingly.

Valuations are performed frequently enough to ensure that
the fair value of a revalued asset does not differ materially
from its carrying amount. Changes in the values of property,
plant and equipment are dealt with as movements in the asset
revaluation reserve. If the total of this reserve is insufficient
to cover a deficit, on an individual asset basis, the excess of
the deficit is charged to the consolidated statement of profit
or loss. Any subsequent revaluation surplus is credited to
the consolidated statement of profit or loss to the extent of
the deficit previously charged. An annual transfer from the
asset revaluation reserve to retained profits is made for the
difference between the depreciation based on the revalued
carrying amount of an asset and the depreciation based on
the asset’s original cost. On disposal of a revalued asset, the
relevant portion of the asset revaluation reserve realised in
respect of previous valuations is transferred to retained profits
as a movement in reserves.
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2.4 SUMMARY OF SIGNIFICANT 24 EREFBHRBE@

ACCOUNTING POLICIES (continued)

Property, plant and equipment and depreciation
(continued)

Depreciation is calculated on the straight-line basis to write off
the cost of each item of property, plant and equipment to its
residual value over its estimated useful life. The depreciation
rates of property, plant and equipment are as follows:

Freehold land
Buildings and structures

Not depreciated
2% to 7%

Plant and machinery 10% to 32%
Office equipment 10% to 32%
Motor vehicles 10% to 32%

Where parts of an item of property, plant and equipment
have different useful lives, the cost of that item is allocated
on a reasonable basis among the parts and each part is
depreciated separately. Residual values, useful lives and
the depreciation method are reviewed, and adjusted if
appropriate, at least at each financial year end.

An item of property, plant and equipment including any
significant part initially recognised is derecognised upon
disposal or when no future economic benefits are expected
from its use or disposal. Any gain or loss on disposal or
retirement recognised in the consolidated statement of profit
or loss in the year the asset is derecognised is the difference
between the net sales proceeds and the carrying amount of
the relevant asset.

Construction in progress

Construction in progress represents plants and properties
under construction, which are stated at cost less any
impairment losses, and are not depreciated. Cost comprises
the direct costs of construction and capitalised borrowing
costs on related borrowed funds during the period of
construction. Construction in progress is reclassified to the
appropriate category of property, plant and equipment when
completed and ready for use.
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2.4 SUMMARY OF SIGNIFICANT 2.4 ERETHERBE @)

ACCOUNTING POLICIES (continued)

Investment properties

Investment properties are interests in buildings held to earn
rental income and/or for capital appreciation, rather than for
use in the production or supply of goods or services or for
administrative purposes; or for sale in the ordinary course
of business. Such properties are measured initially at cost,
including transaction costs. Subsequent to initial recognition,
investment properties are measured at cost less accumulated
depreciation and impairment losses.

Depreciation is based on the cost of an asset less its residual
value. Depreciation is recognised in profit or loss on a
straight-line basis over the estimated useful lives of investment
properties. The estimated useful lives range from 27.5 to 50
years. Depreciation methods, useful lives and residual values
are reassessed at each reporting date.

Any gains or losses on the retirement or disposal of an
investment property are recognised in the statement of profit
or loss in the year of the retirement or disposal.

Non-current assets and disposal groups held for
sale

Non-current assets and disposal groups are classified as held
for sale if their carrying amounts will be recovered principally
through a sales transaction rather than through continuing use.
For this to be the case, the asset or disposal group must be
available for immediate sale in its present condition subject
only to terms that are usual and customary for the sale of
such assets or disposal groups and its sale must be highly
probable. All assets and liabilities of a subsidiary classified as
a disposal group are reclassified as held for sale regardless
of whether the Group retains a non-controlling interest in its
former subsidiary after the sale.

Non-current assets and disposal groups (other than
investment properties and financial assets) classified as
held for sale are measured at the lower of their carrying
amounts and fair values less costs to sell. Property, plant and
equipment and intangible assets classified as held for sale are
not depreciated or amortised.
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2.4 SUMMARY OF SIGNIFICANT 2.4 ERETHERBE @)

ACCOUNTING POLICIES (continued)

Intangible assets (other than goodwill)

Intangible assets acquired separately are measured on initial
recognition at cost. The cost of intangible assets acquired
in a business combination is the fair value at the date of
acquisition. The useful lives of intangible assets are assessed
to be either finite or indefinite. Intangible assets with finite lives
are subsequently amortised over the useful economic life and
assessed for impairment whenever there is an indication that
the intangible asset may be impaired. The amortisation period
and the amortisation method for an intangible asset with a
finite useful life are reviewed at least at each financial year
end.

Intangible assets with indefinite useful lives are tested
for impairment annually either individually or at the cash-
generating unit level. Such intangible assets are not
amortised. The useful life of an intangible asset with an
indefinite life is reviewed annually to determine whether the
indefinite life assessment continues to be supportable. If not,
the change in the useful life assessment from indefinite to
finite is accounted for on a prospective basis.

Patents and licences

Purchased patents and licences are stated at cost less any
impairment losses and are amortised on the straight-line basis
over their estimated useful lives of 10 years.

Trademarks

Trademarks acquired separately are measured at cost.
Trademarks acquired as part of a business combination are
valued at fair value based on the royalty relief method.

Trademarks with finite useful lives are amortised on the
straight-line basis over their estimated useful lives of 10
years. Trademarks with indefinite useful lives are tested for
impairment annually.

Computer softwares

Acquired computer softwares are capitalised on the basis of
the costs incurred to acquire and bring to use the specific
software. These costs are amortised on the straight-line basis
over their estimated useful lives of 3 to 10 years.
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2.4 SUMMARY OF SIGNIFICANT 2.4 ERETHERBE @)

ACCOUNTING POLICIES (continued)

Intangible assets (other than goodwill) (continueq)
Research and development costs

All research costs are charged to the consolidated statement
of profit or loss as incurred.

Expenditure incurred on projects to develop new products
is capitalised and deferred only when the Group can
demonstrate the technical feasibility of completing the
intangible asset so that it will be available for use or sale, its
intention to complete and its ability to use or sell the asset,
how the asset will generate future economic benefits, the
availability of resources to complete the project and the ability
to measure reliably the expenditure during the development.
Product development expenditure which does not meet these
criteria is expensed when incurred.

Deferred development costs are stated at cost less any
impairment losses and are amortised using the straight-line
basis over the commercial lives of the underlying products,
commencing from the date when the products are put into
commercial production.

Leases

Leases that transfer substantially all the rewards and risks of
ownership of assets to the Group, other than legal title, are
accounted for as finance leases. At the inception of a finance
lease, the cost of the leased asset is capitalised at the present
value of the minimum lease payments and recorded together
with the obligation, excluding the interest element, to reflect
the purchase and financing. Assets held under capitalised
finance leases, including prepaid land lease payments under
finance leases, are included in property, plant and equipment,
and depreciated over the shorter of the lease terms and the
estimated useful lives of the assets. The finance costs of such
leases are charged to the consolidated statement of profit or
loss so as to provide a constant periodic rate of charge over
the lease terms.

Assets acquired through hire purchase contracts of a
financing nature are accounted for as finance leases, but are
depreciated over their estimated useful lives.
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2.4 SUMMARY OF SIGNIFICANT 2.4 ERETHERBE @)

ACCOUNTING POLICIES (continued)

Leases (continued)

Leases where substantially all the rewards and risks of
ownership of assets remain with the lessor are accounted for
as operating leases. Where the Group is the lessor, assets
leased by the Group under operating leases are included in
non-current assets, and rentals receivable under the operating
leases are credited to the consolidated statement of profit or
loss on the straight-line basis over the lease terms. Where the
Group is the lessee, rentals payable under operating leases
net of any incentives received from the lessor are charged to
the consolidated statement of profit or loss on the straight-
line basis over the lease terms.

Prepaid land lease payments under operating lease are initially
stated at cost and subsequently recognised as an expense
in the consolidated statement of profit or loss on the straight-
line basis over the lease terms from 30 to 50 years.

When the lease payments cannot be allocated reliably
between the land and buildings elements, the entire lease
payments are included in the cost of the land and buildings as
a finance lease in property, plant and equipment.

Investments and other financial assets

Initial recognition and measurement

The Group initially recognises financial assets at which the
Group becomes a party to the contractual provisions of the
instruments.

Regular way purchases and sales of financial assets are
recognised on the trade-date, the date on which the Group
commits to purchase or sell the asset.

Financial assets are classified, at initial recognition, as debt
instruments at amortised cost, debt instruments, derivatives
and equity instruments at fair value through profit or loss
and equity instruments designated as measured at fair value
through other comprehensive income (with gains and losses
remaining in other comprehensive income, without recycling).
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2.4 SUMMARY OF SIGNIFICANT 2.4 ERETHERBE @)

ACCOUNTING POLICIES (continued)

Investments and other financial assets (continued)

This classification depends on whether the financial asset is a
debt or equity investment.

A financial asset is classified as debt instruments at amortised
cost, if:

(@) the asset is held within a business model whose
objective is to hold assets in order to collect contractual
cash flows; and

(b)  the contractual terms of the financial asset give rise, on
specified dates, to cash flows that are solely payments
of principal and interest.

All other financial assets are measured at fair value through
profit or loss, except for investments in equity instruments
that are not held for trading where, the Group may elect
at initial recognition to present gains and losses in other
comprehensive income.

At initial recognition, the Group measures a financial asset
at its fair value plus, in the case of a financial asset not at
fair value through profit or loss, transaction costs that are
directly attributable to the acquisition of the financial asset.
Transaction costs of financial assets carried at fair value
though profit or loss are expensed in the consolidated
statement of profit or loss.

Subsequent measurement
The subsequent measurement of financial assets depends on
their classification as follows:

Debt instruments at amortised cost

A gain or loss on a debt investment that is subsequently
measured at amortised cost and is not part of a hedging
relationship is recognised in profit or loss when the
financial asset is derecognised or impaired and through the
amortisation process using the effective interest rate method.
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2.4 SUMMARY OF SIGNIFICANT 2.4 ERETHERBE @)

ACCOUNTING POLICIES (continued)

Investments and other financial assets (continued)
Debt instruments, derivatives and equity instruments at
fair value through profit or loss

A gain or loss on a debt investment, derivatives and equity
instruments that are subsequently measured at fair value and
is not part of a hedging relationship is recognised in profit or
loss and presented in the consolidated statement of profit or
loss in the period in which they arise.

Equity instruments designated as measured at fair value
through other comprehensive income

The Group subsequently measures all equity investments at
fair value. Where the Group’s management has elected to
present unrealised and realised fair value gains and losses
on equity investments in other comprehensive income, there
is no subsequent recycling of fair value gains and losses to
profit or loss. Dividends from such investments continue to be
recognised in profit or loss as long as they represent a return
on investment.

The Group is required to reclassify all affected debt
investments when and only when its business model for
managing those assets changes.

Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial
asset or part of a group of similar financial assets) is primarily
derecognised (i.e., removed from the Group’s consolidated
statement of financial position) when:

° the rights to receive cash flows from the asset have
expired; or

° the Group has transferred its rights to receive cash
flows from the asset or has assumed an obligation to
pay the received cash flows in full without material delay
to a third party under a “pass-through” arrangement;
and either (a) the Group has transferred substantially all
the risks and rewards of the asset, or (b) the Group has
neither transferred nor retained substantially all the risks
and rewards of the asset, but has transferred control of
the asset.
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2.4 SUMMARY OF SIGNIFICANT 24 EREFBEME @

ACCOUNTING POLICIES (continued)
Derecognition of financial assets (continuedq)

When the Group has transferred its rights to receive cash
flows from an asset or has entered into a pass-through
arrangement, it evaluates if and to what extent it has retained
the risk and rewards of ownership of the asset. When it has
neither transferred nor retained substantially all the risks and
rewards of the asset nor transferred control of the asset,
the Group continues to recognise the transferred asset to
the extent of the Group’s continuing involvement. In that
case, the Group also recognises an associated liability. The
transferred asset and the associated liability are measured on
a basis that reflects the rights and obligations that the Group
has retained.

Continuing involvement that takes the form of a guarantee
over the transferred asset is measured at the lower of the
original carrying amount of the asset and the maximum
amount of consideration that the Group could be required to
repay.

Impairment of financial assets

The Group assesses at the end of each reporting period
whether there is objective evidence that a financial asset or a
group of financial assets is impaired. An impairment exists if
one or more events that occurred after the initial recognition of
the asset have an impact on the estimated future cash flows
of the financial asset or the group of financial assets that can
be reliably estimated. Evidence of impairment may include
indications that a debtor or a group of debtors is experiencing
significant financial difficulty, default or delinquency in interest
or principal payments, the probability that they will enter
bankruptcy or other financial reorganisation and observable
data indicating that there is a measurable decrease in the
estimated future cash flows, such as changes in arrears or
economic conditions that correlate with defaults.
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2.4 SUMMARY OF SIGNIFICANT 2.4 ERETHERBE @)

ACCOUNTING POLICIES (continued)

Impairment of financial assets (continued)

Financial assets carried at amortised cost

For financial assets carried at amortised cost, the Group
first assesses whether impairment exists individually for
financial assets that are individually significant, or collectively
for financial assets that are not individually significant. If the
Group determines that no objective evidence of impairment
exists for an individually assessed financial asset, whether
significant or not, it includes the asset in a group of financial
assets with similar credit risk characteristics and collectively
assesses them for impairment. Assets that are individually
assessed for impairment and for which an impairment loss s,
or continues to be, recognised are not included in a collective
assessment of impairment.

The amount of any impairment loss identified is measured
as the difference between the asset’s carrying amount and
the present value of estimated future cash flows (excluding
future credit losses that have not yet been incurred). The
present value of the estimated future cash flows is discounted
at the financial asset’s original effective interest rate (i.e., the
effective interest rate computed at initial recognition).

The carrying amount of the asset is reduced through the
use of an allowance account and the loss is recognised in
the consolidated statement of profit or loss. Interest income
continues to be accrued on the reduced carrying amount using
the rate of interest used to discount the future cash flows
for the purpose of measuring the impairment loss. Loans
and receivables together with any associated allowance
are written off when there is no realistic prospect of future
recovery and all collateral has been realised or has been
transferred to the Group.

If, in a subsequent period, the amount of the estimated
impairment loss increases or decreases because of an event
occurring after the impairment was recognised, the previously
recognised impairment loss is increased or reduced by
adjusting the allowance account. If a write-off is later
recovered, the recovery is credited to other expenses in the
consolidated statement of profit or loss.
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2.4 SUMMARY OF SIGNIFICANT 2.4 ERETHERBE @)

ACCOUNTING POLICIES (continued)

Financial liabilities

Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as
financial liabilities at fair value through profit or loss, loans
and borrowings, or as derivatives designated as hedging
instruments in an effective hedge, as appropriate.

All financial liabilities are recognised initially at fair value and, in
the case of loans and borrowings, net of directly attributable
transaction costs.

The Group’s financial liabilities include trade and bills
payables, other payables, interest-bearing bank loans, other
loans, bonds payables and other financial liabilities.

Subsequent measurement
The subsequent measurement of financial liabilities depends
on their classification as follows:

Financial liabilities at fair value through profit or loss
Financial liabilities at fair value through profit or loss include
financial liabilities held for trading and financial liabilities
designated upon initial recognition as at fair value through
profit or loss.

Financial liabilities are classified as held for trading if they
are acquired for the purpose of repurchasing in the near
term. This category includes derivative financial instruments
entered into by the Group that are not designated as hedging
instruments in hedge relationships as defined by IFRS 9.
Separated embedded derivatives are also classified as held
for trading unless they are designated as effective hedging
instruments. Gains or losses on liabilities held for trading are
recognised in the consolidated statement of profit or loss.
The net fair value gain or loss recognised in the consolidated
statement of profit or loss does not include any interest
charged on these financial liabilities.

Financial liabilities designated upon initial recognition as at fair
value through profit or loss are designated at the date of initial
recognition and only if the criteria in IFRS 9 are satisfied. No
financial liabilities have been designated as fair value through
profit or loss by the Group.
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2.4 SUMMARY OF SIGNIFICANT 2.4 ERETHERBE @)

ACCOUNTING POLICIES (continued)

Financial liabilities (continued)

Loans and borrowings

After initial recognition, interest-bearing loans and
borrowings are subsequently measured at amortised cost,
using the effective interest rate method unless the effect
of discounting would be immaterial, in which case they
are stated at cost. Gains and losses are recognised in the
consolidated statement of profit or loss when the liabilities
are derecognised as well as through the effective interest rate
amortisation process.

Amortised cost is calculated by taking into account any
discount or premium on acquisition and fees or costs that
are an integral part of the effective interest rate. The effective
interest rate amortisation is included in finance costs in the
consolidated statement of profit or loss.

Financial guarantee contracts

Financial guarantee contracts issued by the Group are those
contracts that require a payment to be made to reimburse
the holder for a loss it incurs because the specified debtor
fails to make a payment when due in accordance with the
terms of a debt instrument. A financial guarantee contract is
recognised initially as a liability at its fair value, adjusted for
transaction costs that are directly attributable to the issuance
of the guarantee. Subsequent to initial recognition, the Group
measures the financial guarantee contract at the higher of: (i)
the amount of the best estimate of the expenditure required
to settle the present obligation at the end of the reporting
period; and (i) the amount initially recognised less, when
appropriate, cumulative amortisation.
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2.4 SUMMARY OF SIGNIFICANT 24 EREFBEME @

ACCOUNTING POLICIES (continued)
Derecognition of financial liabilities

A financial liability is derecognised when the obligation under
the liability is discharged or cancelled, or expires.

When an existing financial liability is replaced by another
from the same lender on substantially different terms, or the
terms of an existing liability are substantially modified, such
an exchange or modification is treated as a derecognition of
the original liability and a recognition of a new liability, and
the difference between the respective carrying amounts is
recognised in the consolidated statement of profit or loss.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the
net amount is reported in the statement of financial position
if there is a currently enforceable legal right to offset the
recognised amounts and there is an intention to settle on
a net basis, or to realise the assets and settle the liabilities
simultaneously.

Derivative financial instruments

Initial recognition and subsequent measurement

The Group uses derivative financial instruments, such as
forward currency contracts and interest rate swaps, to hedge
its foreign currency risk and interest rate risk, respectively.
Such derivative financial instruments are initially recognised
at fair value on the date on which a derivative contract is
entered into and are subsequently remeasured at fair value.
Derivatives are carried as assets when the fair value is positive
and as liabilities when the fair value is negative.

Any gains or losses arising from changes in fair value of
derivatives are taken directly to the consolidated statement
of profit or loss, except for the effective portion of cash flow
hedges, which is recognised in other comprehensive income
and later reclassified to profit or loss when the hedged item
affects profit or loss.
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2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)
Derivative financial instruments (continued)
Initial recognition and subsequent measurement (continued)
A hedging relationship qualifies for hedge accounting only if
all of the following criteria are met:

° the hedging relationship consists only of eligible hedging
instruments and eligible hedged items.

° At the inception of the hedging relationship there
is formal designation and documentation of the
hedging relationship and the entity’s risk management
objective and strategy for undertaking the hedge. That
documentation shall include identification of the hedging
instrument, the hedged item, the nature of the risk
being hedged and how the entity will assess whether
the hedging relationship meets the hedge effectiveness
requirements (including its analysis of the sources of
hedge ineffectiveness and how it determines the hedge
ratio).

° the hedging relationship meets all of the following
hedge effectiveness requirements: there is an
economic relationship between the hedged item and
the hedging instrument; the effect of credit risk does
not dominate the value changes that result from that
economic relationship; and the hedge ratio of the
hedging relationship is the same as that resulting from
the quantity of the hedged item that the entity actually
hedges and the quantity of the hedging instrument that
the entity actually uses to hedge that quantity of hedged
item. However, that designation shall not reflect an
imbalance between the weightings of the hedged item
and the hedging instrument that would create hedge
ineffectiveness (irrespective of whether recognised
or not) that could result in an accounting outcome
that would be inconsistent with the purpose of hedge
accounting.
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2.4 SUMMARY OF SIGNIFICANT 2.4 ERETHERBE @)

ACCOUNTING POLICIES (continued)

Derivative financial instruments (continuedq)

Initial recognition and subsequent measurement (continued)
For the purpose of hedge accounting, hedges are classified as:

° fair value hedges when hedging the exposure to
changes in the fair value of a recognised asset or liability
or an unrecognised firm commitment; or

° cash flow hedges when hedging the exposure to
variability in cash flows that is either attributable to
a particular risk associated with a recognised asset
or liability or a highly probable forecast transaction,
or a foreign currency risk in an unrecognised firm
commitment; or

° hedges of a net investment in a foreign operation.

Fair value hedges

The gain or loss on the hedging instrument shall be
recognised in profit or loss (or other comprehensive income, if
the hedging instrument hedges an equity instrument for which
an entity has elected to present changes in fair value in other
comprehensive income).

For fair value hedges relating to items carried at amortised
cost, the adjustment to carrying value is amortised through
the consolidated statement of profit or loss over the remaining
term of the hedge using the effective interest rate method.
Effective interest rate amortisation may begin as soon as
an adjustment exists and shall begin no later than when the
hedged item ceases to be adjusted for changes in its fair
value attributable to the risk being hedged. If the hedged item
is derecognised, the unamortised fair value is recognised
immediately in the consolidated statement of profit or loss.

The hedging gain or loss on the hedged item shall adjust the
carrying amount of the hedged item (if applicable) and be
recognised in profit or loss. If the hedged item is a financial
asset (or a component thereof) that is measured at fair
value through profit or loss, the hedging gain or loss on the
hedged item shall be recognised in profit or loss. However,
if the hedged item is an equity instrument for which an
entity has elected to present changes in fair value in other
comprehensive income, those amounts shall remain in other
comprehensive income.
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2.4 SUMMARY OF SIGNIFICANT 2.4 ERETHERBE @)

ACCOUNTING POLICIES (continued)

Derivative financial instruments (continued)

Fair value hedges (continued)

When a hedged item is an unrecognised firm commitment
(or a component thereof), the cumulative change in the fair
value of the hedged item subsequent to its designation is
recognised as an asset or a liability with a corresponding gain
or loss recognised in profit or loss

Cash flow hedges

The separate component of equity associated with the
hedged item (cash flow hedge reserve) is adjusted to the
lower of the following (in absolute amounts): (i) the cumulative
gain or loss on the hedging instrument from inception of the
hedge; and (ii) the cumulative change in fair value (present
value) of the hedged item (i.e. the present value of the
cumulative change in the hedged expected future cash flows)
from inception of the hedge.

The portion of the gain or loss on the hedging instrument
that is determined to be an effective hedge (i.e. the portion
that is offset by the change in the cash flow hedge reserve
calculated in accordance with above mentioned shall be
recognised in other comprehensive income.

Amounts recognised in other comprehensive income are
transferred to the consolidated statement of profit or loss
when the hedged transaction affects profit or loss, such
as when hedged financial income or financial expense is
recognised or when a forecast sale occurs. Where the hedged
item is the cost of a non-financial asset or non-financial
liability, the amounts recognised in other comprehensive
income are transferred to the initial carrying amount of the
non-financial asset or non-financial liability.

Where the hedged item is the cost of a non-financial asset
or non-financial liability, the amounts recognised in other
comprehensive income are transferred to the consolidated
statement of profit or loss in the same period or periods
during which the asset acquired or liability assumed affects
the consolidated statement of profit or loss.
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2.4 SUMMARY OF SIGNIFICANT 2.4 ERETHERBE @)

ACCOUNTING POLICIES (continued)

Derivative financial instruments (continueq)

Cash flow hedges (continued)

If the hedging instrument expires or is sold, terminated or
exercised without replacement or rollover (as part of the
hedging strategy), or when the hedge no longer meets
the criteria for hedge accounting, the amounts previously
recognised in other comprehensive income remain in hedging
reserve until the forecast transaction occurs or the foreign
currency firm commitment is met.

Current versus non-current classification

Derivative instruments that are not designated as effective
hedging instruments are classified as current or non-current
or separated into current and non-current portions based
on an assessment of the facts and circumstances (i.e., the
underlying contracted cash flows).

o Where the Group expects to hold a derivative as an
economic hedge (and does not apply hedge accounting)
for a period beyond 12 months after the end of the
reporting period, the derivative is classified as non-
current (or separated into current and non-current
portions) consistently with the classification of the
underlying item.

o Embedded derivatives that are not closely related to the
host contract are classified consistently with the cash
flows of the host contract.

° Derivative instruments that are designated as, and are
effective hedging instruments, are classified consistently
with the classification of the underlying hedged item.
The derivative instruments are separated into current
portions and non-current portions only if a reliable
allocation can be made.

Treasury shares

Own equity instruments which are reacquired and held by
the Company or the Group (treasury shares) are recognised
directly in equity at cost. No gain or loss is recognised in the
consolidated statement of profit or loss on the purchase, sale,
issue or cancellation of the Group’s own equity instruments.
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2.4 SUMMARY OF SIGNIFICANT 2.4 ERETHERBE @)

ACCOUNTING POLICIES (continued)

Biological assets

Dairy cows

Dairy cows, including milkable cows, heifers and calves, are
measured on initial recognition and at the end of the reporting
period at their fair value less costs to sell, with any resultant
gain or loss recognised in the consolidated statement of
profit or loss for the year in which it arises. Costs to sell are
the incremental costs directly attributable to the disposal of
an asset, mainly transportation cost and excluding finance
costs and income taxes. The fair value of dairy cows is
determined based on their present location and condition and
is determined independently by a professional valuer.

The feeding costs and other related costs including the
depreciation charge, utilities cost and consumables incurred
for the raising of heifers and calves are capitalised, until such
time as the heifers and calves begin to produce milk.

Agricultural produce

Milk

Agricultural produce represents milk. Milk is recognised at
the point of harvest at its fair value less costs to sell. The fair
value of milk is determined based on market prices in the
local area.

Inventories
Inventories are stated at the lower of cost and net realisable
value.

Costs incurred in bringing each product to its present location
and conditions are accounted for as follows:

Raw materials - cost on a weighted average
basis;

cost of direct materials and
labour and a proportion of
manufacturing overheads
based on the normal operating
capacity on a weighted average
basis.

Finished goods =

Net realisable value is the estimated selling price less any
estimated costs to be incurred to completion and disposal.
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2.4 SUMMARY OF SIGNIFICANT 2.4 ERETHERBE @)

ACCOUNTING POLICIES (continued)

Cash and cash equivalents

For the purpose of the consolidated statement of cash flows,
cash and cash equivalents comprise cash on hand and
demand deposits, and short term highly liquid investments
that are readily convertible into known amounts of cash, are
subject to an insignificant risk of changes in value, and have a
short maturity of generally within three months when acquired,
less bank overdrafts which are repayable on demand and
form an integral part of the Group’s cash management.

For the purpose of the consolidated statement of financial
position, cash and cash equivalents comprise cash on hand
and at banks, including term deposits, and assets similar in
nature to cash, which are not restricted as to use.

Provisions

A provision is recognised when a present obligation (legal or
constructive) has arisen as a result of a past event and it is
probable that a future outflow of resources will be required to
settle the obligation, provided that a reliable estimate can be
made of the amount of the obligation.

When the effect of discounting is material, the amount
recognised for a provision is the present value at the end
of the reporting period of the future expenditures expected
to be required to settle the obligation. The increase in the
discounted present value amount arising from the passage of
time is included in finance costs in the consolidated statement
of profit or loss.

A contingent liability recognised in a business combination is
initially measured at its fair value. Subsequently, it is measured
at the higher of (i) the amount that would be recognised in
accordance with the general guidance for provisions above;
and (i) the amount initially recognised less, when appropriate,
cumulative amortisation recognised in accordance with the
guidance for revenue recognition.
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2.4 SUMMARY OF SIGNIFICANT 2.4 ERETHERBE @)

ACCOUNTING POLICIES (continued)

Income tax

Income tax comprises current and deferred tax. Income
tax relating to items recognised outside profit or loss
is recognised outside profit or loss, either in other
comprehensive income or directly in equity.

Current income tax

Current tax assets and liabilities are measured at the amount
expected to be recovered from or paid to the taxation
authorities, based on tax rates (and tax laws) that have been
enacted or substantively enacted by the end of the reporting
period, taking into consideration interpretations and practices
prevailing in the countries in which the Group operates.

Deferred income tax

Deferred tax is provided, using the liability method, on all
temporary differences at the end of the reporting period
between the tax bases of assets and liabilities and their
carrying amounts for financial reporting purposes.

Deferred tax liabilities are recognised for all taxable temporary
differences, except:

° when the deferred tax liability arises from the initial
recognition of goodwill or an asset or liability in a
transaction that is not a business combination and,
at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss; and

o in respect of taxable temporary differences associated
with investments in subsidiaries, associates and
joint ventures, when the timing of the reversal of the
temporary differences can be controlled and it is
probable that the temporary differences will not reverse
in the foreseeable future.
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2.4 SUMMARY OF SIGNIFICANT 2.4 ERETHERBE @)

ACCOUNTING POLICIES (continued)

Income tax (continued)

Deferred income tax (continued)

Deferred tax assets are recognised for all deductible
temporary differences, the carryforward of unused tax
credits and any unused tax losses. Deferred tax assets are
recognised to the extent that it is probable that taxable profit
will be available against which the deductible temporary
differences, the carryforward of unused tax credits and
unused tax losses can be utilised, except:

° when the deferred tax asset relating to the deductible
temporary differences arises from the initial recognition
of an asset or liability in a transaction that is not
a business combination and, at the time of the
transaction, affects neither the accounting profit nor
taxable profit or loss; and

o in respect of deductible temporary differences
associated with investments in subsidiaries, associates
and joint ventures, deferred tax assets are only
recognised to the extent that it is probable that the
temporary differences will reverse in the foreseeable
future and taxable profit will be available against which
the temporary differences can be utilised.

The carrying amount of deferred tax assets is reviewed at
the end of each reporting period and reduced to the extent
that it is no longer probable that sufficient taxable profit will
be available to allow all or part of the deferred tax asset to
be utilised. Unrecognised deferred tax assets are reassessed
at the end of each reporting period and are recognised to
the extent that it has become probable that sufficient taxable
profit will be available to allow all or part of the deferred tax
asset to be recovered.

Deferred tax assets and liabilities are measured at the tax
rates that are expected to apply to the period when the asset
is realised or the liability is settled, based on tax rates (and tax
laws) that have been enacted or substantively enacted by the
end of the reporting period.

Deferred tax assets and deferred tax liabilities are offset if a
legally enforceable right exists to set off current tax assets
against current tax liabilities and the deferred taxes relate to
the same taxable entity and the same taxation authority.
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2.4 SUMMARY OF SIGNIFICANT 2.4 ERETHERBE @)

ACCOUNTING POLICIES (continued)

Government grants

Grants relating to biological assets

An unconditional government grant related to a biological asset
measured at its fair value less costs to sell is recognised in the
consolidated statement of profit or loss when, and only when,
the government grant becomes receivable. If a government
grant related to a biological asset measured at its fair value
less costs to sell is conditional, the Group recognises the
government grant in the consolidated statement of profit or
loss when, and only when, the conditions attaching to the
government grant are met.

Other grants

Government grants are recognised at their fair value where
there is reasonable assurance that the grant will be received
and all attaching conditions will be complied with. When the
grant relates to an expense item, it is recognised as income
on a systematic basis over the periods that the costs, which it
is intended to compensate, are expensed.

Where the grant relates to an asset, the fair value is credited
to a deferred income account and is released to the
consolidated statement of profit or loss over the expected
useful life of the relevant asset by equal annual instalments or
deducted from the carrying amount of the asset and released
to the consolidated statement of profit or loss by way of a
reduced depreciation charge.

Where the Group receives grants of non-monetary assets,
the grants are recorded at the fair value of the non-monetary
assets and released to the consolidated statement of profit or
loss over the expected useful lives of the relevant assets by
equal annual instalments.
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2.4 SUMMARY OF SIGNIFICANT 2.4 ERETHERBE @)

ACCOUNTING POLICIES (continued)

Government grants (continued)

Other grants (continued)

Where the Group receives government loans granted with no
or at a below-market rate of interest for the construction of a
qualifying asset, the initial carrying amount of the government
loans is determined using the effective interest rate method,
as further explained in the accounting policy for “Financial
liabilities” above. The benefit of the government loans granted
with no or at a below-market rate of interest, which is the
difference between the initial carrying value of the loans and
the proceeds received, is treated as a government grant and
released to the consolidated statement of profit or loss over
the expected useful life of the relevant asset by equal annual
instalments.

Revenue recognition

Revenue is recognised when it is probable that the economic
benefits will flow to the Group and when the revenue can be
measured reliably, on the following bases:

Sale of goods

Revenue is recognised when the significant risks and rewards
of ownership of the goods have been transferred to the
buyer, provided that the Group maintains neither managerial
involvement to the degree usually associated with ownership,
nor effective control over the goods sold.

Rental income
Revenue is recognised on a time proportion basis over the
lease terms.

Interest income

Revenue is recognised as interest accrues using the effective
interest method by applying the rate that exactly discounts
estimated future cash receipts over the expected life of the
financial instrument or a shorter period, when appropriate, to
the net carrying amount of the financial asset.
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2.4 SUMMARY OF SIGNIFICANT 2.4 ERETHERBE @)

ACCOUNTING POLICIES (continued)

Revenue recognition (continued)

Dividends

Revenue is recognised when the shareholders’ right to receive
the payment has been established.

Employee benefits

Retirement benefits

The Group’s subsidiaries operating in the People’s Republic
of China except for Hong Kong and Macau (“Mainland
China”) participate in a central defined contribution retirement
benefit plan managed by the local municipal government in
the locations in which they operate. Contributions are made
based on a percentage of the companies’ payroll costs and
are charged to the consolidated statement of profit or loss
as they become payable in accordance with the rules of the
central defined contribution retirement benefit plan.

The Company also participates in the defined contribution
Mandatory Provident Fund retirement benefit scheme (the
“MPF Scheme”) in Hong Kong under the Mandatory Provident
Fund Schemes Ordinance for its employees. Contributions
are made based on a percentage of the employees’ basic
salaries and are charged to the consolidated statement of
profit or loss as they become payable in accordance with the
rules of the MPF Scheme. The assets of the MPF Scheme are
held separately from those of the Group in an independently
administered fund. The Group’s employer contributions vest
fully with the employees when contributed into the MPF
Scheme.

Share-based payments

The Company operates a share option scheme and share
award scheme for the purpose of providing incentives
and rewards to eligible participants who contribute to the
success of the Group’s operations. Employees (including
directors) of the Group receive remuneration in the form of
share-based payments, whereby employees render services
as consideration for equity instruments (“equity-settled
transactions”).
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2.4 SUMMARY OF SIGNIFICANT 2.4 ERETHERBE @)

ACCOUNTING POLICIES (continued)

Employee benefits (continued)

Share-based payments (continued)

The cost of equity-settled transactions with employees is
measured by reference to the fair value at the date on which
they are granted. The fair value is determined by an external
valuer using a binomial model, further details of which are
given in notes 41 and 42 to the financial statements.

The cost of equity-settled transactions is recognised in
employee benefit expense, together with a corresponding
increase in equity, over the period in which the performance
and service conditions are fulfilled. The cumulative expense
recognised for equity-settled transactions at the end of each
reporting period until the vesting date reflects the extent
to which the vesting period has expired and the Group’s
best estimate of the number of equity instruments that will
ultimately vest. The charge or credit to the consolidated
statement of profit or loss for a period represents the
movement in the cumulative expense recognised as at the
beginning and end of that period.

Service and non-market performance conditions are not
taken into account when determining the grant date fair
value of awards, but the likelihood of the conditions being
met is assessed as part of the Group’s best estimate of the
number of equity instruments that will ultimately vest. Market
performance conditions are reflected within the grant date fair
value. Any other conditions attached to an award, but without
an associated service requirement, are considered to be non-
vesting conditions. Non-vesting conditions are reflected in the
fair value of an award and lead to an immediate expensing of
an award unless there are also service and/or performance
conditions.

For awards that do not ultimately vest because non-market
performance and/or service conditions have not been met,
no expense is recognised. Where awards include a market or
non-vesting condition, the transactions are treated as vesting
irrespective of whether the market or non-vesting condition is
satisfied, provided that all other performance and/or service
conditions are satisfied.
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2.4 SUMMARY OF SIGNIFICANT 2.4 ERETHERBE @)

ACCOUNTING POLICIES (continued)

Employee benefits (continued)

Share-based payments (continued)

Where the terms of an equity-settled award are modified, as
a minimum an expense is recognised as if the terms had not
been modified, if the original terms of the award are met. In
addition, an expense is recognised for any modification that
increases the total fair value of the share-based payments, or is
otherwise benegficial to the employee as measured at the date
of modification.

Where an equity-settled award is cancelled, it is treated as
if it had vested on the date of cancellation, and any expense
not yet recognised for the award is recognised immediately.
This includes any award where non-vesting conditions within
the control of either the Group or the employee are not met.
However, if a new award is substituted for the cancelled
award, and is designated as a replacement award on the date
that it is granted, the cancelled and new awards are treated as
if they were a modification of the original award, as described
in the previous paragraph.

The dilutive effect of outstanding options is reflected as
additional share dilution in the computation of earnings per
share.

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, i.e., assets
that necessarily take a substantial period of time to get ready
for their intended use or sale, are capitalised as part of the
cost of those assets. The capitalisation of such borrowing
costs ceases when the assets are substantially ready for
their intended use or sale. Investment income earned on
the temporary investment of specific borrowings pending
their expenditure on qualifying assets is deducted from the
borrowing costs capitalised. All other borrowing costs are
expensed in the period in which they are incurred. Borrowing
costs consist of interest and other costs that an entity incurs
in connection with the borrowing of funds.

Where funds have been borrowed generally, and used for the
purpose of obtaining qualifying assets, a capitalisation rate
has been applied to the expenditure on the individual assets.
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2.4 SUMMARY OF SIGNIFICANT 2.4 ERETHERBE @)

ACCOUNTING POLICIES (continued)

Dividends

Final dividends are recognised as a liability when they are
approved by the shareholders in a general meeting. In
prior years, final dividends proposed by the directors were
classified as a separate allocation of retained profits within
the equity section of the statement of financial position, until
they have been approved by the shareholders in a general
meeting. Following the implementation of the Hong Kong
Companies Ordinance (Cap. 622), proposed final dividends
are disclosed in the notes to the financial statements.

Interim dividends are simultaneously proposed and declared,
because the Company’s memorandum and articles of
association grant the directors the authority to declare interim
dividends. Consequently, interim dividends are recognised
immediately as a liability when they are proposed and
declared.

Foreign currencies

Each entity in the Group determines its own functional
currency based on the assessment of its specific facts and
circumstances. The Company, established in the Cayman
Islands, uses the Hong Kong dollar as its functional currency.
As the Group mainly operates in Mainland China, Renminbi
(“RMB?”) is used as the presentation currency of the Group.
Foreign currency transactions recorded by the entities in the
Group are initially recorded using their respective functional
currency rates prevailing at the dates of the transactions.
Monetary assets and liabilities denominated in foreign
currencies are translated at the functional currency rates of
exchange ruling at the end of the reporting period. Differences
arising on settlement or translation of monetary items are
recognised in the consolidated statement of profit or loss.

Differences arising on settlement or translation of monetary
items are recognised in the consolidated statement of profit or
loss with the exception of monetary items that are designated
as part of the hedge of the Group’s net investment
of a foreign operation. These are recognised in other
comprehensive income until the net investment is disposed
of, at which time the cumulative amount is reclassified to
the consolidated statement of profit or loss. Tax charges
and credits attributable to exchange differences on those
monetary items are also recorded in other comprehensive
income.
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2.4 SUMMARY OF SIGNIFICANT 2.4 ERETHERBE @)

ACCOUNTING POLICIES (continued)

Foreign currencies (continued)

Non-monetary items that are measured in terms of historical
cost in a foreign currency are translated using the exchange
rates at the dates of the initial transactions. Non-monetary
items measured at fair value in a foreign currency are
translated using the exchange rates at the date when the fair
value was measured. The gain or loss arising on translation
of a non-monetary item measured at fair value is treated
in line with the recognition of the gain or loss on change
in fair value of the item (i.e., translation difference on the
item whose fair value gain or loss is recognised in other
comprehensive income or profit or loss is also recognised in
other comprehensive income or profit or loss, respectively).

The functional currencies of certain entities comprising the
Group are currencies other than RMB. As at the reporting
date, the assets and liabilities of companies whose functional
currency differs from the presentation currency are translated
into RMB at the rates of exchange prevailing at the end of
the reporting period and their statements of profit or loss are
translated at the weighted average exchange rates for the
reporting period.

The resulting exchange differences are recognised in other
comprehensive income and accumulated in a separate
component of equity. On disposal of a foreign operation, the
component of other comprehensive income relating to that
particular foreign operation is recognised in the consolidated
statement of profit or loss.

For the purpose of the consolidated statement of cash flows,
the cash flows of overseas subsidiaries are translated into
RMB at the exchange rates ruling at the dates of the cash
flows. Frequently recurring cash flows of overseas subsidiaries
which arise throughout the year are translated into RMB at
the weighted average exchange rates for the year.
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SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES

The preparation of the Group’s financial statements requires
management to make judgements, estimates and assumptions
that affect the reported amounts of revenues, expenses, assets
and liabilities, and their accompanying disclosures, and the
disclosure of contingent liabilities. Uncertainty about these
assumptions and estimates could result in outcomes that
could require a material adjustment to the carrying amounts
of the assets or liabilities affected in the future.

Judgements

In the process of applying the Group’s accounting policies,
management has made the following judgements, apart from
those involving estimations, which have the most significant
effect on the amounts recognised in the financial statements:

Withholding tax arising from the distribution of
dividends

The Group’s determination as to whether to accrue for
withholding taxes arising from the distributions of dividends
from certain subsidiaries according to the relevant tax
jurisdictions is subject to judgement on the timing of the
payment of the dividends or on whether certain companies
of the Group is determined to be a Chinese resident
enterprise by the PRC governing tax authorities in the future.
Management considered that it is not probable that the
Group’s PRC subsidiaries will distribute additional profits
earned on or after 1 January 2008 till the end of 2015 in the
foreseeable future, and accordingly no additional provision for
withholding tax was made in 2015. Where the final outcome
of these matters is different from the amounts originally
rewarded, the difference will impact the deferred tax provision
in the period in which the differences realise.

Notes to Financial Statements B # R R M=

EREEHE R M5

ERERRUAREOIISRES - ALK
A F% - AEREERABENREFA
DA 54 B 6 0 R BE AR R i R B
% HRREBRRMGIAG TR - T
B A A N REEARN KR E
KBE -

#

RERASENSTRRNBES - E12E
EAEL AT HE (BF REEMNEB SN - T5
HUBRERANCERSBBUREATE

DK B EENFENB

AEBIREAABHGRENRETIRIEE T
FRRDEREFTEENTEINF - BEHE
BURRA G E S TR sk AN B 1) F LA )
ERRBEBREWPEBAHREE BRE A
PREERMENTA BEEEBRABENER
FIRZK  AREBMFPHFRBTAEED KRR
—TENF—RA—HSZKEE-_T—1F
HERBIEFTHRIAEEIINDE - AER =T
—RERERTIREIINNTEIR - EZBMHM
REREZVIEANT—5E  ZE2E
ERPEERIEBEEESIRMEBHHE -



Annual Report 2015 —E—HFF 3§

Notes to Financial Statements B # &R FTRMI =T

SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES (continueq)

Operating lease commitments - Group as lessor

The Group has entered into commercial leases on certain of
its ranch facilities comprising plant and machinery included
in the property, plant and equipment account. The Group
has determined, based on an evaluation of the terms
and conditions of the arrangements, that it retains all the
significant risks and rewards of ownership of these properties
which are leased out on operating leases.

Operating lease commitments - Group as lessee

The Group has entered into commercial leases on certain
machinery. The Group has determined, based on an
evaluation of the terms and conditions of the arrangements,
that it does not bear all the significant risks and rewards of
ownership of these machinery and accounts for the contracts
as operating leases.

Deconsolidation of an entity in which the Group holds
more than a 50% equity interest

The Group considers that it lost control of Inner Mongolia
Fuyuan Farming Co., Ltd. (“Fuyuan”) due to issuing new
shares of Fuyuan to new shareholders on 13 January 2014,
even though it held a 50.68% equity interest at that time.
This was because the Group owned less than 50% of the
voting rights. Details are contained in note 5 to the financial
statements.

The key assumptions concerning the future and other key
sources of estimation uncertainty at the end of the reporting
period, that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities
within the next financial year, are described below.

Impairment of goodwill

The Group determines whether goodwill is impaired at least
on an annual basis. This requires an estimation of the value
in use of the cash-generating units to which the goodwill is
allocated. Estimating the value in use requires the Group to
make an estimate of the expected future cash flows from the
cash-generating unit and also to choose a suitable discount
rate in order to calculate the present value of those cash
flows. Details of goodwill are given in note 21 to the financial
statements.
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SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES (continueq)

Impairment of non-financial assets (other than goodwill)
The Group assesses whether there are any indicators of
impairment for all non-financial assets at the end of each
reporting period. Indefinite life intangible assets are tested
for impairment annually and at other times when such an
indicator exists. Other non-financial assets are tested for
impairment when there are indicators that the carrying
amounts may not be recoverable. An impairment exists
when the carrying value of an asset or a cash-generating
unit exceeds its recoverable amount, which is the higher of
its fair value less costs of disposal and its value in use. The
calculation of the fair value less costs of disposal is based
on available data from binding sales transactions in an arm’s
length transaction of similar assets or observable market
prices less incremental costs for disposing of the asset. When
value in use calculations are undertaken, management must
estimate the expected future cash flows from the asset or
cash-generating unit and choose a suitable discount rate in
order to calculate the present value of those cash flows.

Deferred tax assets

Deferred tax assets are recognised for all deductible
temporary differences and all unused tax losses to the extent
that it is probable that taxable profit will be available against
which the deductible temporary differences and the unused
tax losses can be utilised. Significant management judgement
is required to determine the amount of deferred tax assets
that can be recognised, based upon the likely timing and
level of future taxable profits, which affects the probability
of utilisation and the tax rate to be used in the calculations.
Details of deferred tax assets are contained in note 23 to the
financial statements.

Fair value of financial instruments

Where the fair value of financial assets and financial liabilities
recorded in the consolidated statement of financial position
cannot be derived from active markets, their fair value
is determined using valuation techniques including the
discounted cash flow model. The inputs to these models are
taken from observable markets where possible, but where this
is not feasible, a degree of judgement is required in establishing
fair values. The judgements include considerations of inputs
such as liquidity risk, credit risk and volatility. Changes in
assumptions about these factors could affect the reported fair
value of financial instruments.

China Mengniu Dairy Company Limited FEIE4 A £ GR AT
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SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES (continueq)
Estimation uncertainty (continued)

Impairment of trade and other receivables

The Group determines the provision for impairment of
trade and other receivables based on an assessment of the
recoverability of the receivables. This assessment is based
on the credit history of its customers and other debtors and
the current market condition. Management reassesses the
provisions at the end of each reporting period.

Fair value of contingent considerations

Contingent considerations, resulting from business
combinations, are valued at fair value at the acquisition date
as part of the business combinations. Where the contingent
consideration meets the definition of a derivative and thus, a
financial liability, it is subsequently remeasured to fair value
at each reporting date. The determination of the fair value
is based on discounted cash flows. The key assumptions
take into consideration the probability of meeting each
performance target and the discount factors.

Share-based payments

The Group measures the cost of equity-settled transactions
with employees by reference to the fair value of the equity
instruments at the date at which they are granted. Estimating
fair value requires determining the most appropriate valuation
model for a grant of equity instruments, which is dependent
on the terms and conditions of the grant. This also requires
determining the most appropriate inputs to the valuation
model including the expected life of the option, volatility and
dividend yield and making assumptions about them. Details
of share-based payments are contained in notes 41 and 42 to
the financial statements.
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SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES (continueq)
Estimation uncertainty (continued)

Useful lives, residual values and depreciation of
property, plant and equipment and investment
properties

The Group determines the estimated useful lives and related
depreciation charges for its property, plant and equipment
and investment properties. This estimate is based on the
historical experience of the actual useful lives of property,
plant and equipment and investment properties of similar
nature and functions. The Group will revise the depreciation
charges where useful lives are different to those previously
estimated, or it will write-off or write-down technically
obsolete or non-strategic assets that have been abandoned
or sold. Actual economic lives may differ from estimated useful
lives; actual residual values may differ from estimated residual
values. Periodic review could result in a change in depreciable
lives and residual values and therefore depreciation expenses
in the future periods.

Fair value of dairy cows

The Group’s dairy cows are valued at fair value less costs
to sell. The fair value of dairy cows is determined based on
either the market-determined prices as at the end of the
reporting period adjusted with reference to the species, age,
growing condition, costs incurred and expected vyield of the
milk to reflect differences in characteristics and/or stages of
growth of the dairy cows; or the present value of expected
net cash flows from the dairy cows discounted at a current
market-determined rate, when market-determined prices
are unavailable; or the cost when appropriate. Any change
in the estimates may affect the fair value of the dairy cows
significantly. The independent qualified professional valuer
and management review the assumptions and estimates
periodically to identify any significant change in the fair value
of dairy cows. Details of assumptions used are disclosed in
note 24.
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OPERATING SEGMENT INFORMATION

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

° Liquid milk products segment — manufacture and
distribution of ultra-high temperature milk (“UHT milk”),
milk beverages and yogurt;

° Ice cream products segment — manufacture and
distribution of ice cream;

° Milk powder products segment — manufacture and
distribution of milk powder; and

o Others segment — principally the Group’s cheese, plant-
based nutrition product 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 from continuing operations. The adjusted
profit/(loss) before tax from continuing operations is measured
consistently with the Group’s profit/(loss) before tax from
continuing operations except that interest income, finance
costs, share of profits 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.
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(continued)

Year ended 31 December 2015

Segment revenue: DEBA

Sales to external customers HETINGEP

Intersegment sales DEEHE

Reconciliation: BE:

Elimination of intersegment sales %159 P E

Revenue from continuing REFBECEER
operations WA

Segment results AEER

Reconciliation: BE:

Interest income S ON

Finance costs BEKA

Share of profits of associates JE (B E DN EFIE

Unallocated corporate expenses 9 SRR F %

Profit before tax from REFELEEB 2
continuing operations GIRE!

Income tax expense iy

Profit for the year from REFBELEER L
continuing operations REMHE

Segment assets PBEE

Reconciliation: -

Elimination of intersegment 5 R R YGE
receivables )

Unallocated corporate assets THBNAREE

Assets related to disposal groups  FREEE T BE

Total assets

4. OPERATING SEGMENT INFORMATION

Liquid milk
products
RETER
RMB’000
ARETR

Notes to Financial Statements B #& R &K zE

4, REHTER @
 E—E—RAF+_A=+—HIIFE

Ice cream
products
KEME &
RMB’000
AR%BT T

Milk powder
products

MHER
RMB’000
N

Others
Hith
RMB’000
ARETR

Total

@t
RMB’000
ARETR
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4. OPERATING SEGMENT INFORMATION 4, REFBER @

(continued)

Year ended 31 December 2015

Liquid milk Ice cream Milk powder
products products products Others Total
BEMER  KEKER IRER Hity @t
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETR AR%¥Tn AR¥Trn AR¥Trn AR%¥Tn
Segment liabilities ABEE 14,552,301 1,483,008 2,058,501 1,464,801 19,558,611
Reconciliation: RE
Elimination of intersegment YD R ENZUR
payables (9,681,088)
Unallocated corporate liabiities AT & E 14,144,156
Liabilities related to WREERBE
disposal groups 15,708
Total liabilities MaE 24,037,387
Other segment information: Hip e :
Depreciation and amortisation e R#H 1,096,485 92,171 162,242 35,416 1,386,314
Unallocated amounts A EFE 57,974
Total depreciation and amortisation #7%& % # 54258 1,444,288
Capital expenditure BARHY 2,100,021 211,880 456,555 8,489 2,776,945
Unallocated amounts eI 249,975
Total capital expenditure® BARZ BT 3,026,920
Impairment losses recognised REraBRRERN
in the consolidated statement REBE
of profit or loss 45,044 4,893 2,182 1,190 53,309
Impairment losses reversed i ? BaREEmN
in the consolidated statement EER
of profit or loss (81,442) (2,313) (200) - (83,955)
Impairment losses recognised/  RigABHKEDR/
(reversed) in the consolidated (BR) KR EEE
statement of profit or loss (36,398) 2,580 1,982 1,190 (30,646)
Net amortised/(reversal of) R E
fair value relating to share REREEEIR
option scheme and share AREEE/
award scheme (BE)FE 12,640 (6,118) 5,726 = 12,248
Unallocated amounts relating to -~ % B Az 2] )2
share option scheme and share ~ FRZ #2E)zt 218)
award scheme A EF0E 10,117
Total non-cash expenses relating 3% R B E:T2I1 %
to share option scheme and REEEEEIR
share award scheme FReTHBH 22,365
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4. OPERATING SEGMENT INFORMATION 4. REFTER @

(continued)

Year ended 31 December 2014 HE2E-Z—NUF+_A=+—HILFE
Liquid milk Ice cream  Milk powder
products products products Others Total
REMER  KERER I ER Ht, @t

RMB'000 ~ RMB'000 ~ RMB'000  RMB'O00  RMB'000
ARBTT ARETT ARBTRE AREBTR ARBTL

Segment revenue: AEBA
Sales to external customers HETINERP 43,036,163 2,716,096 3,960,963 336,021 50,049,243
Intersegment sales HEEHE 855,158 145,220 487,863 217,565 1,705,806
43,891,321 2,861,316 4,448,826 553,686 51,755,049

Reconciliation: RE
Elimination of intersegment sales %159 P& (1,705,806)
Revenue from continuing SECE LB

operations 50,049,243
Segment results THEE 2,930,154 4,363 354,682 (126,882) 3,162,317
Reconciliation: HE
Interest income WA 547,638
Finance costs BB (339,910)
Share of profits of associates JE {7 B &2 R 71 277,732
Unallocated corporate expenses R HH AR H (497,769)
Profit before tax from S ST

continuing operations 3,150,008
Income tax expense iy (459,292)
Profit for the year from BELEEEAREFRE

continuing operations 2,690,716
Segment assets PHEE 22,706,898 2,683,398 12,409,854 1,795,576 39,495,726
Reconciliation: HE
Elimination of intersegment U S BRI EYGRE

receivables (9,242,313
Unallocated corporate assets THBNAREE 16,818,946
Assets related to a BR—AREERY

disposal group BE 8,433

Total assets BEE 47,080,792
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4. OPERATING SEGMENT INFORMATION 4, REFBER @

(continued)

Year ended 31 December 2014 HE-Z-—NE+-A=1+—HILEE
Liquid milk Ice cream  Milk powder
products products products Others Total
BENER  KERER I E R Het oty

RMB'000 ~ RMB'000 ~ RMB'000  RMB'O00  RMB'000
ARETT  ARRTRE ARBTT ARBTT ARETI

Segment liabilities PHEE 13,408,400 1,715,683 2,408,830 1,048,115 18,581,028
Reconciliation: R
Elimination of intersegment DR ENZIE

payables (9,242,313
Unallocated corporate liabilites ~ RHHE AR &E 13,248,632
Liabilities related to a PR—MEREHE L

disposal group afE 572
Total liabilities marE 22,587,919

Other segment information: HipoHEH :

Depreciation and amortisation W& R 999,647 116,295 147,057 28,185 1,291,184
Unallocated amounts A EFE 50,532
Total depreciation and MEREHEESE

amortisation 1,341,716
Capital expenditure BARRX 1,816,218 101,966 926,417 159,640 3,004,241
Unallocated amounts A EHE 274,037
Total capital expenditure® BARTEE 3,278,278
Impairment losses recognised WA BRRERN

in the consolidated statement REEE

of profit or loss 377,051 8,439 2,555 2,281 390,326
Impairment losses reversed REs BRR AT

in the consolidated statement REBE

of profit or loss (12,045) - - - (12,045)
Impairment losses recognised i ?/\Téﬁn%ﬁ&w{lﬁ'}

in the consolidated statement REEE

of profit or loss 365,006 8,439 2,555 2,281 378,281

Net reversal of fair value relating % R B AR #EET 2] )2

to share option scheme and R E SRR EIR

share award scheme DA ERLFE (20,253) (1,847) = = (22,100)
Unallocated amounts relating BB E R

to share option scheme and RERmETEIR

share award scheme DA 194,599

Total non-cash expenses relating % & B2 &
to share option scheme and REEEE &R
share award scheme FReTHBH 172,499
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OPERATING SEGMENT INFORMATION

(continued)

*

Capital expenditure consists of cash paid for the purchase
of property, plant and equipment, construction in progress,
intangible assets, land use rights, biological assets, equity
interests in subsidiaries, associates and other equity
investments.

Geographical information

a.

Revenue from external customers
Over 90% of the revenue is contributed by customers in
Mainland China.

Non-current assets
Over 90% of the Group’s non-current assets are located
in Mainland China.

Information about major customers
There was no single customer from which over 10% of the
Group’s revenue was derived.

Notes to Financial Statements Bf#& R &R MIzT

4,

KReEHIER @m)

* EXRXBRETENE BERRE E
BIR - BPEE  THEMRE £9E
E - FRAE - BERRREMERREN
RIS R E -

& E R

a. XREMBEFHUWA
90% LA _E By U A 2R B i 74 A B K B A
BF

b. FRBEE
AEBIO% A EMIERBEEALR
B AR o

FEEFER
VEE-—RFPAAKBEEREB10% 2K
A o
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5. REVENUE, OTHER INCOME AND GAINS
Revenue represents the net invoiced value of goods sold,
after allowances for goods returns and trade discounts, and
after eliminations of all significant intra-group transactions.

5. WA HtWAR W
WAEEEHERNETIE  GNRES
RE S - URAHEBRHFEARMZ
BEARBRATEHBE -

REE R B FBELEEBHRA - ERA
RS DT

An analysis of the Group’s revenue, other income and gains
from continuing operations is as follows:

2015 2014
L —z-mE
RMB’000 RMB’000
AR¥T R ARKETTT
Revenue: L ONE
Sale of goods [GEEE A= 49,026,516 50,049,243
Other income and gains: EMUYA B g
Government grants related to BISwEh &
— Recognition of deferred income — EFERIEE WA
(note 36) (B 5E36) 32,939 20,489
— Income and biological assets (note a) —BIRAREMEESR
(Miza) 228,475 151,031
Gain on disposal of subsidiaries HET AR 60,232 13,875
Gain on deemed disposal RAEE—RFAFIWE
of a subsidiary (note 45) (BH7£45) - 94,903
Gain on deemed disposal of partial RELE —REEE QR
interests in an associate (note b) D (FiEEb) - 22,916
Gain arising from changes in contingent SRR EEBEEWE
considerations (note 37(a)) (F¥3E37(a)) 95,022 =
Gain on disposal of items of property, HEWE - BEMRE
plant and equipment Wz 10,412 -
Net fair value gain on forward currency REYMNES DR AR
contracts (note 34(b)) FEE (F7E34(b)) - 17,455
Gross rental income el A 47,357 43,318
Others HAith 46,831 85,087
521,268 449,074
49,547,784 50,498,317
Notes: FMIsE -
(8)  The government grants in the form of cash donations have (a AEERSEMIERTENEREME

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

B RERSBEEANRT#ESE - &%
27 B & 20 B P A5 (E AT R G AR A0 R SR 3k
AREIH o

(b)  On 26 June 2014, Fuyuan issued new shares to its existing (b)
shareholders other than the Group, which resulted in the
dilution of the Group’s interest in Fuyuan from 50.68% to
43.35%.

RZZE—MFERAZ+/RA BREER
BERR(TBREASE)BRITHRNO - &
HAKEERE RN D H50.68%#HEE
43.35% °
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6. OTHER EXPENSES 6. Hh&EH
2015 2014
—E-IF T MF
RMB’000 RMB’000
ARET T AREFT
Donations B 12,362 14,203
Fair value change of biological assets EYMEEARELZE
(note 24) (FFE24) 19,323 -
Loss on disposal of items of property, REWME « BENRESE
plant and equipment = 22,814
Provision for items of property, plant and Y R MR B
equipment (note 15) (FFE15) - 1,551
Write-down of inventories to net realisable  TFEMURE ] &1 )FE
value (note 26) (F17x26) 43,806 287,779
Provision for trade receivables and other J7E Lk B R B L fth JEE U FR TR
receivables e 9,503 100,996
Write-back of provision for trade o e AR 3 (P RE27)
receivables (note 27) (83,955) (12,045)
Educational surcharges and city HE BT AN T 4
construction tax B 235,546 214,295
Foreign exchange losses, net M N B85 53,754 37,986
Net fair value loss on forward currency RHINEE DR EEE
contracts (note 34(b)) FEE (M 5E34(b)) 12,444 -
Loss on deemed disposal of partial BRIEE—FKEE AT
interests in an associate (note a) BB B (M sta) 33,045 =
Others Hith 56,763 45,628
392,591 713,207
Note: M3 -
(@)  On 20 July 2015, China Modern Dairy Holdings Ltd. (“China (@ RZZE—RAFELtA=-+H HERERKKE

ERAERAR(TPREBERKE]) MFARRE
BATEINR D - BRAEEN P BERK
EHERSM27.92% B EE25.41% ©

Modern Dairy”) issued additional shares to new shareholders,
which resulted in the dilution of Group’s interest in China
Modern Dairy from 27.92% to 25.41%.
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7. PROFIT BEFORE TAX 7. BATRE
The Group’s profit before tax from continuing operations is NEEKBFHEQSE LT ATAE T 4&H
arrived at after charging: MRy SIBEERS -
2015 2014
—ZE—hHfF —T—AF
RMB’000 RMB’000
AR®T T AREFIT
Cost of inventories sold HEFEKA 33,663,028 34,612,864
Realised and unrealised fair value losses/ IR ARFEBONE R

(gains) of white sugar and palm oil AR RBEAL

commodity futures contracts, net NREEE (W)

(note 34(c)) SFEE (PFH3E34(c)) (11,986) 2,766
Cost of sales SHERK A 33,651,042 34,615,630
Employee benefit expense EERAER(BIEME

(including directors’ and chief executive’s B EEREE

remuneration as disclosed in note 9) TN B B

— Wages, salaries, housing benefits and —I& - %% FEEFN

other allowances K H AthEBL 3,095,035 2,863,833

— Retirement benefit contributions —IRIRE 3R 321,522 271,609

— Share option scheme expense (note 41) —BERETEIR X

(P EE41) (69,359) (46,935)
— Share award scheme expense (note 42) — IR ZE g TR
(MtzE42) 91,724 219,434
3,438,922 3,307,941
Depreciation of items of property, plant ME - BENRETE

and equipment (note 15) (M$3%15) 1,391,302 1,294,922
Depreciation of investment properties WEYENE (WE17)

(note 17) 3,030 4,258
Amortisation of land use rights (note 18) + b A REEE S (B 3T 18) 26,005 25,264
Amortisation of other intangible assets HEmEr & e (MizE20)

(note 20) 23,951 17,272
Research and development EFRIEREER

costs — current year expenditure 81,900 66,975
Outsourcing expense (a) SNEIE A (a) 483,914 442,298
Minimum lease payments under KEHERRHES

operating leases 196,825 252,368
Display space leasing fees [R5z B E 2 789,301 599,450
Auditors’ remuneration (o) ZEAT BN (b) 7,510 4,640
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PROFIT BEFORE TAX (continued) 7. ﬁﬁﬁ*u ;Fiﬁ(,fg)

(@) In order to optimise the production plan for promoting @ AELEETIIRALSERE XK
operation efficiency purpose, the Group outsourced the EBINBETEMNEE - 22 5EE
production of certain products. The amounts represent AREBMKBZSEM I MEEE -
the total amount paid by the Group for purchasing those
products.

(o) In addition to the above fees paid or payable to the (b) B EMEsEMNZERAERN -
auditors, Yashili, a subsidiary of the Group listed on the AREBEBMITHIR ETHOFAATH
Main Board of the Stock Exchange, has an amount of THFREN BB AR
RMB2,930,000 (2014: RMB1,830,000) paid/payable as #2,080,000T(ZE—MF : AR¥E
auditors’ remuneration during the year. 1,830,0007T) °

FINANCE COSTS 8. BLEMA

An analysis of finance costs from continuing operations is as KEFERESEBNRER AW T

follows:

2015 2014
—E-RfF —=—meF

RMB’000 RMB’000
ARBTR ARETT

Interest on bank loans RITERFE 188,110 211,338
Interest on US$500,000,000 3.50% BR350%N -F—/\F

bond due 2018 £I|H#5,2500,000,000% 7T

BEHFZHE 114,423 106,871

Interest on long term payables REFER FIBF B 6,502 8,943
Increase in discounted amounts of BRI 5 D 7 T 3 A sk A R(EB

contingent considerations arising HIFTIRIRE

from the passage of time 8,918 10,279
Net fair value loss on interest rate forward FMZRBBE D AR ERE

contracts (note 34(b)) JFE8 (FI7E34 (b)) 681 2,479

318,634 339,910
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9. DIRECTORS’ AND CHIEF EXECUTIVE’S 9. EERFIETHASHM
REMUNERATION

Directors’ and chief executive’s remuneration for the year, BEESABMAET AR ATZEAS FmiEA]
disclosed pursuant to the Rules Governing the Listing of (T EmRA]) « FBEDQRMERIES383(1)(@)
Securities on The Stock Exchange of Hong Kong Limited (the ©) * )X AERAA(FEEFMGE
“Listing Rules”), section 383(1)(a), (b), (c) and (f) of the Hong BOBRBIE 2D BEENAFEEEREET
Kong Companies Ordinance and Part 2 of the Companies BABZHMmT -

(Disclosure of Information about Benefits of Directors)
Regulation, is as follows:

2015 2014
—E-IE —F—NF
RMB’000 RMB’000
ARET T ARKETTT

Fees we 1,692 1,773
Other emoluments HEme
— Basic salaries, housing benefits, other —HAHE  FEEA -
allowances and benefits in kind E 2B KRBV = 11,941 18,138
— Retirement benefit contributions — IRREF R 197 287

13,830 20,198
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9. DIRECTORS’ AND CHIEF EXECUTIVE’S 9. EERFETHAETM @
REMUNERATION (continued)

Basic
salaries,
housing
benefits,
other
allowances Retirement
and benefits benefit Total
Fees inkind contributions remuneration
EEER
HitnZ#R
e BUFlE BRARAMHR BEe
Notes RMB’000 RMB’000 RMB’000 RMB’000
i ARETT ARBTTR ARET T ARET R

2015 —2-1f
Executive directors WIER
- Ms. Sun Yiping —HiFEat
- Mr. Bai Ying —-BH¥EE
Non-executive directors FHTES
— Mr. Ning Gaoning -ERELEE
- Mr. Yu Xubo ~FRExE
- Mr. Niu Gensheng —FREXE
- Ms. Liu Ding 0T &+
—Mr. Finn S. Hansen —Finn S. Hansen’t &£
~ Mr. Christian Neu —Christian Neust &
Independent BUEHTES
non-executive directors
- Mr. Jiao Shuge -EREE (b)
- Mr. Julian Juul Wolhardt —Julian Juul Wolhardt
it (b)
- Mr. Zhang Xiaoya —REDEE

- Mr. Wu Kwok Keung Andrew ~ — B384
- Mr. Liao Jianwen -BEX%E (a)
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9. DIRECTORS’ AND CHIEF EXECUTIVE’S 9. ESRFETHAEFH@
REMUNERATION (continued)

Basic
salaries,
housing
benefits,
other
allowances Retirement
and benefits benefit Total
Fees in kind contributions remuneration
BEXHe -
EERHN -
Hi g R
e EMflE  RUEBRIER BEe
Notes RMB’000 RMB’000 RMB'000 RMB'000
fizE ARBTL ARBTT ARETT ARETT

2014 —2-|mE
Executive directors HiTES
= Ms. Sun Yiping —FFELt 30 9,708 88 9,826
- Mr. Wu Jingshui -REkk4E (@ 8 1,876 55 1,939
~ Mr. Bai Ying -BEREE 30 6,194 89 6,313
Non-executive directors FHTESR
~ Mr. Ning Gaoning -EREik 150 - - 150
- Mr. Yu Xubo - FRkEE 150 - - 150
~ Mr. Niu Gensheng —4RERE 150 360 55 565
- Mr. Ma Jianping -HEFRE (a) 38 - = 38
- Ms. Liu Ding 0Tzt 150 = - 150
~Mr. Finn S. Hansen —Finn S. Hansen’t & 150 - - 150
- Mr. Christian Neu —Christian Neut 4 150 - - 150
Independent BUFHTES
non-executive directors
— Mr. Jiao Shuge - EHRELE (b) - - - -
- Mr. Julian Juul Wolhardt —Julian Juul Wolhardt
bt (b) - - - -
~Mr. Liu Fuchun -2BEELE (a) 59 - - 59
~ Mr. Zhang Xiaoya —REDEE 236 - - 236
—Mr. Andrew Y. Yan —BsEAE () 59 - - 59
- Mr. Wu Kwok Keung Andrew —ABE g 236 - - 236
- Mr. Liao Jianwen -BEXEE (a) 177 - - 177

1,773 18,138 287 20,198
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9. DIRECTORS’ AND CHIEF EXECUTIVE’S
REMUNERATION (continued)

9. EERFETHAEFM@

Notes: FisE
Mr. Wu Jingshui, Mr. Ma Jianping, Mr. Liu Fuchun and Mr. a. RENKEE  BEREFLELE - QBELLER
Andrew Y. Yan resigned as directors on 26 March 2014. Mr. Mgt ER—_E—NFE=A -+ NHHET
Liao Jianwen was appointed on 26 March 2014. EEZR  PEXAEER-T—WNF=A
Z+NBEZE -

During 2015, the two directors agreed to waive their b. RIZ—HFE MUBFRENEHE
entitlements to directors’ fees totalling RMB488,000 (2014: =N 2TEALXARMBA488,000T(=F
RMB472,000) for the year. Other than the aforementioned, —MFE : ARBA472,0007T) ° BTt &
there was no arrangement under which a director waived or Gy REBIETMEBEEENEXRE
agreed to waive any remuneration during the year. WEAM ST HE -

As of 31 December 2015, certain directors were granted c. R-ZE—RE+_-_A=+—"H BTE=Z

share options in respect of their services to the Group under
the share option scheme of the Company, further details
of which are set out in note 41 to the financial statements.
In accordance with IFRS 2, share option benefits represent
the fair value at the grant date of the share options issued
under the share option scheme of the Company amortised to
the consolidated statement of profit or loss during the year
disregarding whether the options have been vested/exercised
or not. During the year, there was a reversal of share-based
payment expenses relating to the share option lapsed due to
the unfulfiment of vesting conditions under the Share Option
Scheme. The reversed share option benefits relating to the
share options granted to Mr. Bai Ying was approximately
RMB6,122,000 (2014: RMB1,114,000). In addition, the
reversed share option benefits relating to the share options
granted to Mr. Wu Jingshui, who resigned as director in March
2014, were approximately RMB814,000 during 2014.

REHAREBMOREERQDIRIEERE
EIREERE(EEFBEERNYBRE
FiaE41) o AR IR B BN B A5 SR 5 2 A B 25K
BB A 4B IR AN N R B A Rt B Fr B 1T
MWERERAREBHENAAE  FRER
REBRRATUEE  mMTmZEER
ERECRB, 11F - TR - DRKER
TS RE AR AER RS HIRED -
ThEH R B ER BB TR B IR R =
R o 2T BB S A BRI AR B
R HERF o B4 A A R#6,122,0007T (=
T4 : AR¥1,114,0007T) ° 5 -
RZZT—MF BFREKEER=ZZ
—E=ZABRTES) WERES KB
ReRE B 140 A A R#814,0007T ©
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10.

DIRECTORS’ AND CHIEF EXECUTIVE’S
REMUNERATION (continued)

Notes: (continued)

d.

As of 31 December 2015, Ms. Sun Yiping and Mr. Bai Ying
were granted treasury shares in respect of their services to
the Group under the share award scheme of the Company,
further details of which are set out in note 42 to the financial
statements. In accordance with IFRS 2, share-based payments
benefits represent the fair value at the grant date of the
treasury shares amortised to the consolidated statement of
profit or loss during the year disregarding whether the treasury
shares have been vested/exercised or not. During the year, the
share-based payments relating to the treasury shares granted
to Ms. Sun Yiping and Mr. Bai Ying were approximately
RMB6,660,000 (2014: RMB42,928,000) and RMB15,806,000
(2014: RMB678,000), respectively.

FIVE HIGHEST PAID EMPLOYEES

Two (2014: two) of the five highest paid employees were
directors whose emoluments have been shown above. Details
of emoluments paid to the remaining three (2014: three) non-
director, highest paid employee, who is neither a director nor
chief executive of the Company as follows:

9. EERFETHBAEFM@

BeE - ()

10.

d.

RZE—RFE+-A=+—8  BF%EL
TRABGCEREHAEBIRME  RGE
AARIBIER Z 4R AT 21 T E 17K
m ESHFBERYBEHREMT42 B
BEERGISREENF2H - URH AR
RO MRAEETRONELB#HNA
RE FREREAIBERATABE -
MARZEETRNEEEREB 11 -
FR - BFERTHRFEZEIRABELAR
ETFROUARDAEEROINDRINAEA
R¥%6,660,000c( =T —MF : AR
42,928,0007T ) & A K #15,806,0007T ( =
T—UF : AR¥678,0007T) °

hfus&#HES
A REHEECEML(—T—HF : /@
fEE  ARRSHMEENER LR
B AFEINFAAARB=MU(=T
—W%F : =) FEE  SEFEACGIES
SRR OBEIT

2015 2014
—E-HF —E-F
RMB’000 RMB’000
AR® T ARET T

Basic salaries, housing benefits, other EAHE FEEH
allowances and benefits in kind HEERE R E YRR 6,626 11,113
Retirement scheme contributions RINEFIG B 294 148
6,920 11,261
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10. FIVE HIGHEST PAID EMPLOYEES (continueq) 10. VB SHES @)
The number of non-director, highest paid employees whose B F ALA TR EEEIEESTREENH
remuneration fell within the following bands is as follows: BanT :

Number of employees
EEHA
2015 2014
—E-F1fF “E-F

HK$2,000,001 to HK$2,500,000 2,000,001 7T %2,500,000/ 7T 1
HK$2,500,001 to HK$3,000,000 2,500,001 7T £3,000,000/ 7T 1
HK$3,000,001 to HK$3,500,000 3,000,001 7T £3,500,000/ 7T 1
HK$3,500,001 to HK$4,000,000 3,500,001 7T %4,000,000/ 7T =
HK$4,000,001 to HK$4,500,000 4,000,001 7T %4,500,000/ 7T =
HK$4,500,001 to HK$5,000,000 4,500,001 7T £5,000,000/ 7T =
HK$5,000,001 to HK$5,500,000 5,000,001 7T £5,500,000/ 7 =
HK$5,500,001 to HK$6,000,000 5,500,001/ 7T 6,000,000/ 7T =
HK$6,000,001 to HK$6,500,000 6,000,001 7T %6,500,000/ 7T =
3 3

During the year, share options were granted to one (2014:
one) non-director, highest paid employee in respect of his
services to the Group, further details of which are set out
in note 41 to the financial statements. During the year, the
reversed share option benefits relating to the share options
granted to the non-director, highest paid employee were
approximately RMB8,034,000 (2014: RMB884,000) in
aggregate. The share option benefits relating to the share
options granted to this non-director, highest paid employee
are not included in the above analysis.

During the year, treasury shares were granted to three (2014:
two) non-director, highest paid employees in respect of their
services under the share award scheme of the Company,
further details of which are set out in note 42 to the financial
statements. During the year, the share-based payments
relating to the treasury shares granted to non-director, highest
paid employees were approximately RMB7,323,000 (2014:
RMB904,000) in aggregate. The share-based payments
relating to the treasury shares granted to these non-director,
highest paid employees are not included in the above
analysis.

FR - —R(ZE-0F: —R)RSFHHFE
EFEREREBARENRBERBEREE
R B EVMBRRMENPRE) - FA
BRRZEREFHIEFTRERERDBEEN
o B R N & KA AR 8,034,000
T(ZE—HEF - AR¥884,0007T) o Lt
IMUEBERBEAZERSFHIESRE
R B R B RERET

FR - =ZR(ZT—0F - MB)RSHIFE
ZREMERBREAR RO R RS
ERBEERG (BEFBEMBHRRMEL2
RIWE) c FA BRARZERRHHFES
BRERLOEBEFRNOARD RERNINHE
HAORARET,323,000C(ZF—HEF : A
K #904,0007T) » Lt DT I EBIEA B[R
ZER=FIFEFEERDEFRN AR
D RERR AT o
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11. INCOME TAX EXPENSE
Under the Law of the People’s Republic of China on
Corporate Income Tax (“PRC CIT law”), except for certain
preferential tax treatment available to thirty (2014: twenty-
four) subsidiaries of the Group, the entities within the Group
are subject to the PRC corporate income tax (“CIT”) at a rate
of 25% (2014: 25%) on the taxable income as reported in
their statutory accounts which are prepared in accordance
with the PRC accounting standards and financial regulations.

11.

Frigfi X i
RIBEPEARLMBECEMESHE(HEH
CEMEFHE])  BRTAEE=1TH(=ZF
—F : Z+ ) FARESE TRISE
BN AEEETHCEERREEAERB T
2 IRE R TR EIR25% (= F—PU4F : 25%)
CREXHMPECEMBSH(IDEMS
i) AERERERBHRREEL RFE
EIRRE o

2015 2014
—E-IF —ET—mF
RMB’000 RMB’000
AR®T ARETT

Current income tax BIHA AT 88
Current charge for the year REHEIHAS H 444,910 681,915
Adjustments recognised in the year for FRARAFEHAESHER

current tax of prior years B SR 13,196 6,705
Deferred income tax (note 23) EFEFT B (FI5E23) 51,932 (229,328)

510,038 459,292
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11. INCOME TAX EXPENSE (continuea)
A reconciliation of the income tax expense applicable to profit
before tax at the statutory income tax rate to the income tax
expense at the Group’s effective income tax rate for the year is

Notes to Financial Statements Bf#& R &R MIzT

11. IBHZH@
EEENRN - BRI AER AT SRRt
BRERS L BRBAEBEERMER
RERTHEMAER I - AT

as follows:
2015 2014
—Z—hfF —ZT—UF
RMB’000 RMB’000
AR%T R AREFT
Profit before tax from continuing REBBELEERZ
operations AT 3,030,170 3,150,008
At CIT rate of 25% (2014: 25%) %25% (= ZF—PY4F :
25% )R HFTISHE
MEGTE 757,543 787,502
Non-deductible items and others, net ~ NAIIKINFIAYIER &
HiCFEE) (4,896) 30,920
Adjustment recognised in the year for  FRFhEFE 5 ST
current tax of prior years TR HY & 13,196 6,705
Effect of lower tax rates ERENTE (@) (94,433) (76,854)
Effect of tax exemptions RGBT & (@) (201,942) (211,636)
Profits attributable to associates BN m) B BB (25,912) (62,303)
Tax losses utilised from {3 A LA BARS R 5 5 18
previous periods (38,357) (835,255)
Tax losses not recognised RERBHEE 104,839 74,870
Utilisation of previously unrecognised  {# Fi 4 Bl A< FE R B &
temporary differences =R = (42,257)
Reversal of withholding tax provision of & [E Gt A& B % T &
the Group’s certain PRC subsidiaries ~ F/A & T80 & = (12,500)
At the effective income tax rate of #16.83% (=& —M
16.83% (2014: 14.58%) & 14.58%)BE
gt et E 510,038 459,292

Notes:

Thirty (2014: twenty-four) subsidiaries were subject to
tax concessions in 2015. The total taxable profits of the
subsidiaries that are subject to tax concessions amounted to
approximately RMB1,102,545,000 (2014: RMB1,197,932,000)
in aggregate. Out of the thirty subsidiaries, fifteen (2014:
twelve) were granted lower tax rates by the state tax bureau
in accordance with the PRC CIT law and the corresponding
transitional tax concession policy and “The notice of tax
policies relating to the implementation of the western
China development strategy.” Twenty-two (2014: nineteen)
subsidiaries were granted tax exemptions in accordance with
the policy of “The notice of preferential tax policy for preliminary
processing of agriculture products”.

The share of tax attributable to associates amounting to
approximately RMB3,641,000 (2014: RMB12,404,000) is
included in the share of profits of associates on the face of the
consolidated statement of profit or loss.

fia -

RZFE—RF =+B(ZE—WF :
ZHmUE) FRAIZIBBESR - ZFE
HEEENTRARMNERB A BRBEA
4N R #1,102,545,0007C ( = — U4 :
AR #1,197,932,0007T) - = +EF AR A
FeoAETRER(ZZ—WE : =) FA
AEERHERRE THEREERUREH
EMESHE - EEHRERBERR K
CERRAE HeTh 50 K5 3 Bl RS A B A R
KEENBIDNBEREAE  -—+=fH(=
T—WF M) FRAMBIIEER R
(ERBHEICEMBHERIRNEE
@AM TEE (F1T) MBADBUER A% -

B N B RS BIIRA) B AR #63,641,0007T
—T—MF - AR¥12,404,0007T) ' E
AR BERRNEEBEARNER -
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12. DISPOSAL GROUPS CLASSIFIED AS

HELD FOR SALE

On 29 August 2013, Inner Mongolia Mengniu Founding
Industry Management Co., Ltd. (“Founding”) acquired an
additional 64% equity interest in Chengdu Mengniu Dairy
Sales Co., Ltd. (“Chengdu Sales”) exclusively with a view to
subsequent disposal within one year. Prior to the acquisition,
Chengdu Sales was a 36% associate of Founding. The
purchase consideration for the acquisition was in the form of
cash of RMB5,763,000 paid on the acquisition date. Chengdu
Sales engages in the dairy products trading business. The
subsidiary was acquired for the purpose of the Group’s
distributorship reorganisation. As at 31 December 2013 and
2014, Chengdu Sales was in the process of liquidation. On
15 December 2015, the liquidation procedures had been
concluded. As such the net assets of Chengdu Sales had
been classified as a disposal group as at 31 December
2013 and 2014, and the operating results of Chengdu Sales
for the years 2013, 2014 and 2015 had been disclosed
as a discontinued operation in the consolidated financial
statements.

As at 31 December 2015, Yashili planned to dispose in the
next 12 months of Scient (China) Baby Nourishment Co.,
Ltd. (“Scient China”) and Heilongjiang Yashilli Dairy Co., Ltd.
(“Yashili Heilongjiang”), which no longer operated as at 31
December 2015. Scient China and Yashili Heilongjiang were
principally engaged in the production and sale of paediatric
milk formula products and base powders, respectively. The
proposed disposal is pursued in view of the key strategic
deployment of Yashili in the next five years, with an aim
to provide a highly efficient and modern production layout
through attaining an optimised and reasonable production
capacity. As such, the net assets of Scient China and Yashili
Heilongjiang were classified as disposal groups held for sale.

In addition, Danone Dairy (Shanghai) Co., Ltd. (“Danone
Shanghai”), an indirectly owned subsidiary of the Group
intends to dispose within 2016 of a dairy processing plant it
no longer utilises as at 31 December 2015, which includes a
parcel of land use right, production lines and related buildings.
As at 31 December 2015, final negotiation for the sale was in
progress and the related assets were classified as a disposal
group held for sale.

12. 7EABERENEEAR

R-ZT—=ZFNA=-+hB  REEZFH
SEEXEEARETAR AR ])IEERL
SEIEHEARETAR(TREHEE])
BA%MTHE - HAREEBEENR —FALEZ
SRRE o WRERT - REPIHE B H R(536%
MEE AR - WBZEERBUERES AR
5,763,000 7T AU S B BE ST 1~ - AREBSE E 1L
BIERRHGEH - WEZTARIZENR
RAEAEESHSHPER RZT—=

F_ZT—NFE+-A=+—H  KHHEED
BEREHEARY RZT—AF+=-A+H
H - ZARFEHBRETRK - BUKEHEER =
T—=FR_FT—NFF+_A=+—HKHNE
EFENEAREMN MPHE-_T—=
F - ZE-NMEER-T-—AFHEEEER
RAEFBREANIE—BERIEEEEBTE
E‘go

RZZE—RF+A=+—H KLHFE
RAK1I2EALEER -_FT—AF+ A
=+ —BTBEENER (hE) B 7L

mARAR(HERPE]) MEETIHELMEL
EERAR(THELM(ERFRT) L) - EEF
B R (BT D5 T BN FEE R H
ERNRETPIHREY - EITEBLES
FEERBETNARAFNRBERR 5
BRERHERAEEMRER —ERREN
BRACEEMD - dutk - R HERELH
(REDHFEERIERBERENRE
A e

AN - AEEREHE A RZEILE(LE)
BRAR(MZRE LB DER -_T—RFHE

HR -_Z-—AF+_A=+—BTBERZ
BT - B —tE LA i EmE
FEGEERET R-_ZFT—A%t+-A
=+—B - ERhEETREREERER - 8
REERDBERBBEFENEEM -
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12. DISPOSAL GROUPS CLASSIFIED AS 12. 2 EABEGENEEAmw
HELD FOR SALE (continued)
The major classes of assets and liabilities of disposal groups R+ A=1+t—HoEAEEFENEEA
classified as held for sale as at 31 December are as follows: TELEHEBEEET :

2015 2014
—B-nf —T-mE
RMB’000 RMB’000
AREFIT
Assets BE
Property, plant and equipment W - BB REHE 15 242,645 -
Construction in progress TEETR 16 378 -
Investment properties "EYE 17 44,538 -
Land use rights + Hb {5 A AE 18 50,110 -
Other intangible assets HEmEmpEE 20 144 =
Deferred tax assets RIEFSTE E 23 8,575 =
Inventories FE 31,229 -
Trade and bills receivables FEUBR R N = 144,094 72
Prepayments, deposits and other AR - e REAM
receivables FEWFRIE 6,370 7,812
Cash and bank balances e MRTTHER 961 549
529,044 8,433
Less: Intra-group receivables W EEAARIFEEK
IR (144,691) =
Assets classified as held for sale DERABIELENEE 384,353 8,433
Liabilities aE
Trade and bills payables ERERRRE 33,454 13
Other payables and accruals H A FERRIE R
TEIREH 78,152 559
Deferred tax liabilities ELEFTBHAE 23 5,414 -
117,020 572
Less: Intra-group payables B EBAREEES
I8 (101,312) =
Liabilities directly associated with the B FEAIFIEHEME
assets classified as held for sale EEERENARE 15,708 572

Net assets directly associated with B A A AT
disposal groups BiE 368,645 7,861
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13. DIVIDENDS

13. RE

2015 2014
—E-IE —ET—OF
RMB’000 RMB’000
ARYET T ARKETTT
Declared and paid during the year AEEERRKZT
Equity dividends on ordinary shares LR 546,923 391,060
Proposed for approval at the AGM BEIRZERRE
BFEASHE
Equity dividends on ordinary shares: LR
Proposed final - RMBO0.14 BRMARRE — Sk
(2014: RMBO0.28 (before bonus issue)) EEWJ\EMOQME
per ordinary share ;g—ﬂﬁ=§&_
TmRAR0.287T
(ALRREEATHI)) (@)/(b)/(c) 549,357 548,406
Notes: FiEE -

(@) The proposed final dividend for the year is subject to the
approval of the Company’s shareholders at the forthcoming

Annual General Meeting (the “AGM”).

This dividend was not recognised as a liability in the
consolidated financial statements as at 31 December 2015 but
will be reflected as an appropriation of share premium account
for the year ending 31 December 2016.

As at 31 December 2015, number of ordinary shares used
to calculate proposed final dividend on ordinary shares was
3,923,977,000 after bonus issue (2014: 1,958,591 before
bonus issue) (note 38).

R F Z RS A AR B R RAE R
[ERRBERE ([RRBEFRE DL -

ZERBRERE-ZE—RAF+-A=+—
oG EBREAERAR/EE  BEBRMR
RBE_Z—RF+-A=+—HILFEE
B B D B o

R-_ZE—RHAF+_A=+—8 ARt
EEmREBREARENTRIRERES
3,923,977,000% (AT ¥ 37718 ) (= — W
F 11,058,501 % (AL % 2:77R1) ) (F17E38) ©
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14. EARNINGS PER SHARE ATTRIBUTABLE 14. ZARAREBEREEAEBLNER

TO ORDINARY EQUITY HOLDERS OF THE 2

COMPANY

(a) Basic earnings per share (a) BERELRZRF
The basic earnings per share for the year is calculated REENTREREF TR EE R R
by dividing the profit for the year attributable to ordinary NAEEBEREAR ATELFE B%L)(i A
equity holders of the Company by the weighted average O 31T S R AR A INRE S B s
number of ordinary shares outstanding during the year.
A reconciliation of the weighted average number of STE R E AN Z R BT B hniE F ek
shares used in calculating the basic earnings per share Tﬁ}%ﬁﬁ SEFT -

amount is as follows:

2015 2014

—E-—HF —ET—OF

Number of Number of

shares shares

R EE A& 15 2B

’000 000

Sl Fix

Restated

Issued ordinary shares at 1 January RN—A—HBRTEER 1,958,591 1,835,263
Effect of new shares subscription and HTRAD R BB M BT Y

issuance T = 121,236

Effect of bonus share AR E T E 1,961,292 1,942,240

Effect of share options exercised BITFRERENTE 2,391 1,505

Effect of treasury shares purchase RIERE BN RT 8= iE

according to share award scheme EETFR% 10 H) 57 2 (33,073) (15,764)

Weighted average number of ordinary R+—_A=+—HZ

shares as at 31 December T m AR AN RE 5 8 3,889,201 3,884,480
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14. EARNINGS PER SHARE ATTRIBUTABLE
TO ORDINARY EQUITY HOLDERS OF THE

CO M PANY (continued)

(b) Diluted earnings per share

(b)

The diluted earnings per share is calculated by dividing
the profit for the year attributable to ordinary equity
holders of the Company by the weighted average
number of ordinary shares in issue during that year, 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:

14. AR EEREEAELNER
B @

BR#EEFRF
BREERNIREBEFALREER
A ARG FBER AR EEK
EXBMARBOFAERTERK
MEFHBA BRFAME REGE
ROEBRREREZRTHIERRE
BAEY B BB BGTE -

B SR E 8 AT A
8B FET

2015 2014
—E—hfF —T—AF
Number of Number of
shares shares
BRHHE Sk d=
’000 000
TR F i
Restated
Weighted average number of ordinary FSTHEREARZFETAN
shares for the purpose of the basic TR INRE 2
earnings per share calculation 3,889,201 3,884,480
Weighted average number of ordinary BRERFERFTE B
shares, assuming issued at no IETRERERITZ
consideration on the deemed exercise BT HIRE T 8L
of all share options during the year 3,281 13,608
Adjustments for share award scheme FREREFTEEL AR 4,761 11,016
Weighted average number of ordinary EEREERT
shares for the purpose of the diluted FrA LR
earnings per share calculation N5 2 3,897,243 3,909,104
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15. PROPERTY, PLANT AND EQUIPMENT 15. Y% - MERZE
Movements of property, plant and equipment during the year RNEBMYE - BEREBENAERSE SN
are as follows: N

Buildings Plant
Freehold and and Office Motor
land  structures  machinery  equipment vehicles Total

KAxELE REREEN BEREE  BOREG it fast
RMB'000 ~ RMB'000  RMB'000  RMB'000  RMB'000  RMB'000

ARBTR AR%TR ARMTR ARETR ARETR AR%TR

At 1 January 2015 RZZ-R%—A—H
Cost KAE 40,103 5,334,002 11,392,719 628,299 182,384 17,577,507
Accumulated depreciationand  ZFHTERAE

impairment - (1,443,198)  (6,055,361) (299,519) (112,121)  (7,910,199)
Net carrying amount FEFE 40,103 3,890,804 5,337,358 328,780 70,263 9,667,308
At 1 January 2015, net of RZZ-15-A-8"

accumulated depreciationand  MEEHTERFE

impairment 40,103 3,890,804 5,337,358 328,780 70,263 9,667,308
Additions #10 - 40,459 522,561 222,815 13,146 798,981
Transfers from construction in BRATEETR

progress (note 16) (MzE16) - 97545 1,927,393 14,977 2,850 2,920,644
Transfers from investment ERERENE

properties (note 17) (B3E17) - 36,168 - - - 36,168
Acquisition of a subsidiary WEFAR - - - 241 - 241
Disposals & = (61,959) (81,537) (5,875) (3,339) (152,710)
Disposal of subsidlaries (note 46) ~ H&F A& (Fi3546) - (229) (6,117) (13,314) (535) (20,195)

Assets of disposal groups classified AR EENRE

as held for sale (note 12) BnEE () - (176,230) (59,039) (4,483) (2,893)  (242,645)
Depreciation provided during the ~ FRITERE

year (note 7) (Hs7) - (259238  (969.211)  (130,190)  (32,663)  (1,391,302)
Exchange realignment it (3,008) 8,098 16,628 (164) (67) 21,487

At 31 December 2015, net of RZE-RF+_AR
accumulated depreciaionand ~ =+—R + M &5t

impairment FERRE 37,005 4,453,288 6,688,036 412,787 46,771 11,637,977
At 31 December 2015 R=E-1%

+-A=1-H
Cost FXAE 37,095 6,011,772 13,362,562 776,500 159,473 20,347,402
Accumulated depreciationand ~ Z:HTERE
impaiment - (1,558484) (6,674,526)  (363713)  (112702)  (8,700,425)

Net carrying amount EHFE 37,095 4,453,288 6,688,036 412,787 46,771 11,637,977
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15. PROPERTY, PLANT AND EQUIPMENT 15. Y12 - BMEREE @

(continued)

Buildings Plant
Freehold and and Office Motor
land structures machinery  equipment vehicles Total
AR FEREREN HERES BARE "B by

RMBOOO ~ RMB'000  RMBOO0  RMB'000  RMB'OOD  RMB'000
ARET  ARBTL ARBTL ARETR ARETR ARETR

At 1 January 2014 m=ZF-NFE-A—H
Cost AR - 4,799,192 10,204,561 714,189 174,655 15,892,597
Accumulated depreciationand ~ ZHTERGE

impairment - (1,089,620)  (5,040,958) (411,322) (104,588)  (6,646,488)
Net carrying amount EmFE = 3,709,572 5,163,603 302,867 70,067 9,246,109
At 1 January 2014, net of RZE—ME-F—8 -

accumulated depreciationand I EHTEREE

impairment - 3,709,572 5,163,603 302,867 70,067 9,246,109
Acquisition of IREEF 2R (BitE44)

subsidiaries (note 44) - 62,263 110,874 2,218 - 175,355
Additions by 45,577 159,803 139,378 102,209 17,087 464,054
Transfers from construction in BEATRIR

progress (note 16) (Mi3k16) = 196,664 904,675 33,301 5185 1,139,825
Transfers from investment BEARENE

properties (note 17) (M3H17) = 20,538 = = = 20,538
Transfers to construction in BREEETR

progress (note 16) (Mi3k16) = = (1,509) = (338) (1,841)
Transfers to investment BRERENE

properties (note 17) (M3H17) = (12,794) = = = (12,794)
Disposals e - (3801) (48,995 (7,486) (1697) (61,979
Impairment (note 6) A (F3E6) = = (1,551) = = (1,551)
Depreciation provided during the £ A3 & fi

year (note 7) (Hi7) S A4N) (929123 (104327)  (0,031)  (1,294,929)
Exchange realignment B (5,474) - - © (10) (5,486)
At 31 December 2014, net of RZE-NF+=A

accumulated depreciationand  =+—H - MFZst

impairment FERAE 40,103 3,890,804 5,337,358 328,780 70,263 9,667,308
At 31 December 2014 RZF-ME

+-A=Z1-H

Cost AE 40,103 5,334,002 11,392,719 628,299 182,384 17,577,507
Accumulated depreciationand  Z:HTEREE

impairment - (1443198  (6,055361)  (299519)  (112121)  (7.910,199)

Net carrying amount REHE 40,108 3,890,804 5,337,358 328,780 70,263 9,667,308
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16. CONSTRUCTION IN PROGRESS

China Mengniu Dairy Company Limited FEIE4 A £ GR AT

(continued)

Notes to Financial Statements Bf#& R &R MIzT

(@)  Certain property, plant and equipment of the Group with (a)
net book values of approximately RMB217,460,000
(2014: RMB245,477,000), RMB65,877,000 (2014:
RMB56,464,000) and RMB42,674,000 (2014:
RMB45,178,000) as at 31 December 2015 have been
pledged to secure the long term payables (note 35),
short term bank loans (note 32) and long term bank
loans (note 32), respectively. As at 31 December 2014,
certain property, plant and equipment of the Group with
a net book value of approximately RMB12,153,000 have
been pledged to secure other loans (note 33).

(b) The Group leases its ranch facilities included in (b)
property, plant and equipment with a net book
value of approximately RMB127,011,000 (2014:
RMB180,549,000) to third parties under operating lease
arrangements, with lease terms ranging from five to

eight years (note 49(a)).

15. Y% - BMERRE@®

AREBEFTR -_ZE—HFE+-A
ST+ BEREBFEOAARE
217,460,0007C (ZF — M0 F : ARM
245,477,0007T) + AR #65,877,000
T(ZZF—MF - A R¥56,464,000
TT) R AR A42,674,0007T (= F—M
£ ANR#¥45178,00070) (% -
BEMEBEEDRBIERAEEER
REFER F8 (5E35) ~ MHIRTTE
K (MEE32) R RHIRITE R (MsE32)
MERR AEBETR-ZZ—WF
T A=+ HEEFEHNAARE
12,153,000t MM - BMERZED
BRI - LESHEMEFR(MIFE33) °

AEEREBEEEHEZERETE
SHHEEEINAYE BEL&E
M SRENEEFENARE
127,011,000 (= —HF : AR
180,549,0007T) * HEABHAFEN
F (M 5E49(@a)) °

16. EEI=E

Movements of construction in progress are as follows: RNEBMAEEIREEHWT ¢
2015 2014
—B-AHF —E-NF
RMB’000 RMB’000
ARET T AREFT
Carrying amount at beginning of year FHREE 2,030,097 1,275,875
Acquisition of subsidiaries (note 44) WEgE 7 nal (MsE44) = 772
Additions during the year F RN 2,311,753 1,955,367
Assets of disposal groups classified as held HiEAFBEFENESANRN
for sale (note 12) &EME12) (378) -
Disposal of subsidiaries (note 46) RE BT AR (MF46) (267,693) (6,360)
Transfers to property, plant and equipment  EEZEY% - WE MR E
(note 15) (FF3E15) (2,920,644) (1,139,825)
Transfers to other intangible assets (note 20) &1 % H fth i & 2=
(Ff7E20) (133,518) (5,997)
Transfers to land use rights (note 18) 2 1 b (s PR (BT RE18) (41,807) -
Transfers from property, plant and HEAYE - BE MG
equipment (note 15) (FFE15) = 1,841
Exchange realignment M X AR (76,871) (51,576)
Carrying amount at end of year FRREREE 900,939 2,030,097
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17. INVESTMENT PROPERTIES 17. BEYE
2015 2014
—E-FHEF —T—AF
RMB’000 RMB’000
ARET T AREFIT
At 1 January, net of accumulated R—A—8 - IRRFHTE
depreciation 103,814 115,816
Transfers from property, plant and HEAYE BENMK
equipment (note 15) (FF5E15) = 12,794
Transfers to property, plant and equipment B EW % - BE &%
(note 15) (Mf3%15) (36,168) (20,538)
Assets of disposal groups classified as SERBEFENRE
held for sale (note 12) MHANEE(MizE12) (44,538) -
Depreciation provided during the year FRITERE
(note 7) (MF3E7) (3,030) (4,258)
At 31 December, net of accumulated Rt+—A=+—8"
depreciation MR E 20,078 103,814
At 31 December R+-—A=+—8H
Cost IP&N L 23,894 119,047
Accumulated depreciation 2 E (3,816) (15,233)
Net carrying amount BREFE 20,078 103,814

The fair value of the investment properties, as determined
by the directors of the Company, based on the market
approach with reference to market transaction prices of
similar properties, taking into account other factors, i.e.,
characteristics of the properties, locations, was estimated to
be approximately RMB28,547,000 as at 31 December 2015
(2014: RMB163,738,000).

REMEZ A AARAER-_ZE—RHE+=A
=+ —HEFH A ARE28,547,0007T(=
T—PU4F : AR¥163,738,0005T) © JYEA
REIEBREMISERLXERUMENTIS
RGERET - WEFhEMEZE - BIME

FrE MIEE -
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17. INVESTMENT PROPERTIES (continueq)

Fair value hierarchy

Notes to Financial Statements B # R 3% M5+

17. BEWHE @)

The following table illustrates the fair value measurement

hierarchy of the Group’s investment properties:

DIREEBR
TR FEAKERENE 2 ARENE
S

Fair value measurements
as at 31 December 2015 using

R-B-RAFE+-A=+—HERAZAREFE

Quoted prices
in active
markets

(Level 1)
SERTIEZ
BE
(E—%&%)
RMB’000
AR¥ETT

Significant Significant
observable unobservable
inputs inputs
(Level 2) (Level 3)
EATEE BEARTHE
BAHE BAHE
(B=H) (B=%) act
RMB’000 RMB’000 RMB’000
AR¥ETT ARBTT ARBTT

Fair value BB IEZ
measurement for: NREFE
Commercial properties [ElERES - - 28,547 28,547
Fair value measurements
as at 31 December 2014 using
RZE-NF+—RA=+—BERZAREHNE

Quoted prices Significant Significant

in active observable  unobservable

markets inputs inputs
(Level 1) (Level 2) (Level 3) Total

THEETIIGZ EAAEE EATAEE

wE AR AR
(B—H) (F=H) (BE=H) st
RMB’000 RMB’000 RMB’000 RMB’000
ARETT AREETF T AREET T ARKETF T

Fair value I EIEZ
measurement for: NREFE

Industrial properties TR = - 68,611 68,611
Commercial properties [ElEEES - - 95,127 95,127
- - 163,738 163,738

During the year, there were no transfers into or out of Level 3

(2014: Nil).

FR BEBAF=RIXEF=AEHL(=
T-OF &) -
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18. LAND USE RIGHTS

18. L ih{F FA#E

2015 2014

—ZE—hHfF —T—AF

RMB’000 RMB’000

ARET T AREFIT

Carrying amount at beginning of year FHIMREE 1,073,291 1,071,142
Transfer from construction in progress EREEREIRE

(note 16) (Mt5E16) 41,807 -
Additions during the year FE RN 17,093 73,979
Acquisition of subsidiaries (note 44) W EgE 7 Al (MEE44) = 43,308
Disposal of a subsidiary (note 46) BE—ETAE(KEse) (141,651) (86,854)
Disposal HeE (6,057) (3,020)
Assets of disposal groups classified as SERBEFENRE

held for sale (note 12) MHANEE(MizE12) (50,110) -
Amortisation provided during the year FRETRE S (FIEE7)

(note 7) (26,005) (25,264)
Carrying amount at end of year FHIRE(E 908,368 1,073,291
Current portion included in prepayments, BVERER S (T ATRBYV B EF

deposits and other receivables under BRI - e REM
current assets (note 28) FEMRIE) (M 5E28) 19,688 22,724
Non-current portion FEBNEAEE 888,680 1,050,567
908,368 1,073,291

Certain land use rights of the Group with net book values of
approximately RMB9,485,000 (2014: RMB9,717,000) and
RMB23,454,000 (2014: RMB24,015,000) have been pledged
to secure the short term bank loans and long term bank loans
of the Group, details of which are set out in note 32 to the
financial statements.

AEEREFEL A ARMQ485,0007T

—ET—mF . AR®9,717,0007T) & A
R#03454 000 (T —MWE : AR
24,015,00070) & T L E R EAR
EEEHRTERERBRITERAEE -
BRAGBEH NI BHRERW 32 -
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19. GOODWILL 10. B8
2015 2014
—B-AHF —E-NF
RMB’000 RMB’000
AR®T T AREFT
Carrying amount at 1 January Rn—A—BHMERAE 5,837,501 5,694,938
Acquisition of subsidiaries WEEF A 13,098 142,563
Carrying amount at 31 December R+ A=+—BMERmE 5,850,599 5,837,501

During 2015, the Group acquired an additional 72%
equity interest in Wuhan Mengniu Dairy Co., Ltd. (“Wuhan
Mengniu”), in which the Group originally had an equity interest
of 28%, from an independent third party. Wuhan Mengniu is
mainly engaged in the sale of dairy products. The purchase
consideration for the acquisition was in the form of cash of
RMB40,103,000 paid at the acquisition date. This business
acquisition gave rise to goodwill of RMB13,098,000.

During 2014, the Group acquired 100% equity interests
in Danone Shanghai and Danone Dairy (Beijing) Co., Ltd.
(“Danone Beijing”). The business acquisition gave rise
to goodwill of RMB142,563,000. Further details of the
acquisition are included in note 44 to the financial statements.

As at 31 December 2015 and 2014, the goodwill was tested
for impairment (note 21).

RZE—RF  ARER—EZBIE=FUY
BREZSFAXBFRAB(IRZESRSE]E
INT2% AR HE (N[ [R R 5% A B4 A 28% %
) REFFFENBHEARR - %A
IR B PAIR € A R#640,103,000 T 7 UK
BHHSM BB REBEEHEARKE
13,098,0007T °

R_ZT—NF - AEBREZEELESR
EgAE(UtR)BERAR([ZEsdR])
100% % #E - ZEBF KRBT REBBARE
142,563,000t 2 2 - ELWEFBHRN
BIiS R MIE44 o

R-E—HAFR-_ZT-OF+-HAH=+—
B BEEETRERNRME21) -
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20. OTHER INTANGIBLE ASSETS 20. HhB\EL &=
Movements of other intangible assets are as follows: HEihEREEZEEIT

Patents and Computer
licences  Trademarks software Others Total
BRRATE (G EREH Hit -
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AR%ETR ARETR ARETT ARETR AR%TT
(a) (b)
Cost at 1 January 2015, net of R_E-1%—-fA—H"
accumulated amortisation RECNE - 3N 2T 9,605 1,543,819 53,757 13,194 1,620,375
Additions 110 - - 1,131 - 1,137
Transfer from construction in BROERETRE
progress (note 16) (Hfzx16) - - 133,518 - 133,518
Disposal HE (3,333) - (3,184) - (6,517)
Assets of disposal groups classified S EAREEENRE
as held for sale (note 12) AREEHE2) - = (144) = (144)
Amortisation provided during the
year (note 7) FR RS E () (4,469) (1,560) (16,388) (1,534) (23,951)
At 31 December 2015 RZE-1F+-A=1—H 1,803 1,542,259 175,296 11,660 1,731,018
At 31 December 2015 RZE-RF+-A=+-H
Cost A 5,336 1,555,909 232,599 15,195 1,809,039
Accumulated amortisation RitEH (3,533) (13,650) (57,303) (3,535) (78,021)
Net carrying amount REFE 1,803 1,542,259 175,296 11,660 1,731,018
Cost at 1 January 2014, net of RZE-mE—A-H"
accumulated amortisation I NEREI): S 15,286 1,545,379 50,334 1,204 1,612,293
Acquisition of subsidlaries (note 44) T AR (Mizta4) = = 704 13,000 13,704
Additions by - - 8,937 - 8,937
Transfers from construction in BROERIR
progress (note 16) (HizE16) - - 5,097 - 5,097
Disposal L& (164) = (3,120) = (3,284)
Amortisation provided during the year  ERzH2# i
(note 7) (MzE7) (6,517) (1,560) (9,005) (1,100) (17.272)
At 31 December 2014 RZE-ME+-A=+-H 9,605 1,543,819 53,757 13,194 1,620,375
At 31 December 2014 RZE-ME+=A=1—H
Cost XA fE 52,836 1,555,909 96,927 22,503 1,728,175
Accumulated amortisation EGE (43,231) (12,090) (43,170) (9,309) (107,800)
Net carrying amount REFE 9,605 1,543,819 53,757 13,194 1,620,375
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20. OTHER INTANGIBLE ASSETS (continueq)

21.

(@)  There were three trademarks: a trademark acquired in
2007 at a cost of RMB15,690,000, which was stated
at cost less any impairment losses and was amortised
on the straight-line basis over its estimated useful life of
10 years; two trademarks acquired as part of business
combination in 2010 at RMB174,219,000, and in
2013 at RMB1,366,000,000, respectively, which were
regarded as having indefinite useful lives because the
trademarked product is expected to generate net cash
inflows indefinitely. As at 31 December 2015 and 2014,
the two trademarks with indefinite useful lives were
tested for impairment (note 21).

(b)  Others represented the exclusive right of distribution
channels with an amount of RMB2,195,000 acquired
as part of a business combination in 2010, and
the customer relationships with an amount of
RMB13,000,000 acquired as part of a business
combination in 2014. They were stated at cost less any
impairment losses and were amortised on the straight-
line basis over their estimated useful lives ranging from
10 to 15 years.

IMPAIRMENT TESTING OF GOODWILL
AND TRADEMARKS WITH INDEFINITE
LIVES

Goodwill and trademarks with indefinite lives acquired through
business combinations have been allocated to the following
cash-generating units (the “CGUs”) for impairment testing:

- liguid milk products CGU excluding Shijiazhuang
Junlebao Dairy Co., Ltd. (“Junlebao”) CGU and Wuhan
Mengniu CGU;

- ice cream products CGU;

- milk powder products CGU;

- low temperature products CGU;

- Junlebao CGU; and

- Wuhan Mengniu CGU.

Notes to Financial Statements Bf#& R &R MIzT

21.

HMEREE@m)

@ HEXE=6E: —ER=2ZFLF
A AR A R ¥ 15,690,000 7T Uk B8
B3R A AN B & 1 A1 R (B 18 2K %1 AR
RABEGFEE AR FH8+
ﬁ%%‘ﬁﬂ%@%%ﬁAﬁm—
BoDRR—_E—FTFR= =
ﬁuAEMwmmme&AEM
1,366,000,000 7t W & © I A Z E
ﬁfﬁgﬁﬂb{ﬁ@/ﬁﬁﬁiﬁﬁﬁium)\ﬁ
WEAREERIFEAFH K%
—RAFRER-_E—NONF+_A=+—
B FlREERFHNEZEETT
BRI (B sE21) o

b) EMEERAEBAHN—BIR=
T—TF LA RK2,195,000 7T U BE
MOHRESEE  URIERER
AEHHN—BIN T —WFUARE
13,000,000t WIEM R FRERF - HE
AN BT AR B S 1B 51 BR W gk 18 &
NFA0EASF MG A EAFAIRE
ARG o

R K R R F AR R E R

ﬁﬂ%ﬁAﬁﬂEmﬁ@&ﬂﬁiﬂﬁh

PEETIReELBEU(ReELEM])

TERERR

- BENEMRSELBM(OFEEL
BIUXBERAR([ELE RSES
B RRESRTHRSELBMEIN

- KERERREELBM

- DWMEMRSELBM

- REEMASELBM

— EBEERSELBU R

- HRERTHRSELEN-
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21. IMPAIRMENT TESTING OF GOODWILL
AND TRADEMARKS WITH INDEFINITE
LIVES (continued)

The carrying amounts of goodwill and trademarks with
indefinite useful lives allocated to each of the cash generating
units are as follows:

Liquid milk products

excluding Junlebao and Ice cream Milk powder
Wuhan Mengniu products products
BENER ZRER
RERARD KEHER IRER

2015 2014
“3-1F it
RMB000 RGN
ARETT PNSawd ARET T

2014 2015 2014
S —2-TF ISt
RMB'000 RMB'000

RMB'000 RMB'000

sl ARETT PN

BER LR

21. FERERFHERARERNSR
()

NEEERCELEMUNHERERATER
FHRENREEENAT :

Low temperature
products

Junlebao Wuhan Mengniu Total

was it

2014 2015 2014 2015 2014 2014
2 B ~3-ne EEEEY -5-nr BEEEEY -5-me
RMB'000 RMB'000 RMB'000 RMB'000

RMB'000
ARBTT WNSEwrl AEM T ENSEEl A% T PNSao AR% T

RMB'000 RMB'000

Goodwill 5 167,433 167,433 23,865 23,865 | 5,220,347 5220347 = 142,563 142563 = 283,293 283293 13,098 - | 5850599 5,837,501
Trademarks 72 - - - - 1,366,000 1,366,000 - 174219 174219 - - 1,540,219 1,540,219
167,433 167,433 23,865 23,865 | 6,586,347 6586347 = 142,563 142563 = 457,512 457512 13,098 - | 7,390,818 7,377,720

The recoverable amount of each CGU has been determined
based on a value in use calculation using cash flow
projections based on financial budgets or forecasts approved
by senior management covering a five-year period.

Assumptions were used in the value in use calculation of
each CGU for 31 December 2015 and 2014. The following
describes each key assumption on which management has
based its cash flow projections to undertake impairment
testing of goodwill:

a)  Budgeted gross margins — The basis used to determine
the value assigned to the budgeted gross margins
is the average gross margin achieved in the three
years immediately before the budget year, adjusted
for expected efficiency improvements and expected
increase in production costs.

b)  Raw materials price fluctuation — Reference is made to
the actual data of the past year of countries from where
raw materials are sourced.

BREeELBUNAIKRESEIINESRE
BABHAENAFHHREE LR ASELE
RABRERERFEMSNEREET A
BE -

EFE_Z-RAFER_ZT-—NE+_A
=+ BARReELBUNEREERKA
ETRR -EEERBESRERAULTHE
BERAMKEN SR EMEFANT

a) FEENX-ARECEEEMNEE
ENEEDEXREFEA =FE
B FHERE - b FAEEF KR
Tt M IRER A R AL AN T LA EE o

b RHHEBRESH-2EZRAREER
EFEREUE -
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21. IMPAIRMENT TESTING OF GOODWILL 21. BERERFHBHZENRER

AND TRADEMARKS WITH INDEFINITE

LIVES (continued)

C) Discount rates — The discount rates used are before tax
and reflect specific risks relating to the relevant CGUs.

d)  Growth rates — The growth rates used to extrapolate
the cash flows beyond the five-year period are based
on the estimated growth rate of each unit taking into
account the industry growth rate, past experience and
the medium or long term growth target of each CGU.

The discount rates applied to cash flow projections and the
growth rates used to extrapolate cash flows beyond the five-
year period are as follows:

Notes to Financial Statements Bf#& R &R MIzT

-

(&)

o HERE-PAAFRETIHA L RRE
BIRSEEEUNSERR

d BEX-ARNEEAFHURASR
EMERE - IAREMNGEFIER
RREE  WEBTFRERE - BHE
KEhERSELEUNPRIER
BEEmEEME -

ARNRERERANITRERRARAFHN
RIS MEHMAIEREMT

Discount rate Growth rate

RRE

2015
—E-1%

BRE

2014 2015 2014
—B-mE —E-EE —2-mF

Liquid milk products CGU RENERRSEEBN

excluding Junlebao CGU (BRERSELBUR

and Wuhan Mengniu CGU RESHRSES

BRERAN) 10.36%

Ice cream products CGU KERERREEE BN 10.53%
Milk powder products CGU MNERRSEELEN 11.85%
Low temperature products CGU (K8 RIS E £ ERL 16.19%
Junlebao CGU RREERSELEN 14.53%
Wuhan Mengniu CGU REFSReEL BN 12.67%

11.84% 4.0% 4.0%
11.69% 3.0% 3.0%
13.54% 3.0% 5.0%
17.61% 3.0% 3.0%
14.55% 4.0% 4.0%

- 3.0% =

The values assigned to key assumptions are consistent with
external information sources.

In the opinion of the Company’s directors, any reasonably
possible change in the key assumptions on which the
recoverable amount is based would not cause the cash-
generating unit’s carrying amount to exceed its recoverable
amount.

FE2ERROBEEINEBIERIR 2 -

ARFEERS  TRESERKENEE
BROEMT LB T ERR
SELBUNHETEBALTHEDE -
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22. INVESTMENTS IN ASSOCIATES

22. REEE N TNRE

2015 2014

—E-IE —T—AF

RMB’000 RMB’000

ARETR ARET T

Share of net assets BIEFEE 3,096,322 2,647,388

Goodwill on acquisition IWRBIESHRE 1,089,561 1,193,206

4,185,883 3,840,594

The Group’s trade receivable and payable balances 7N ER (B BB A N B 2 i) A B UK BR 3R % PE A BR
with associates are disclosed in note 51 to the financial IR TS MR M FES1 P R o

statements.

Particulars of the material associate are as follows:

EZMBERNRNFBAT

Place of
incorporation/ Percentage of equity

Particulars of registrationand interest attributable to
Name issued shares held business the Group (indirect) Principal activities
HRAL/ ERR rEEEENRE
3 BECROIRAMFE EEBE BAL(EE) TEEH
2015 2014
= ik —T-ME
China Modern Dairy Holdings Ltd. (i) Ordinary share of Cayman Islands ~ 25.41%(ii) 27.92%  Production and sale of milk
HK$0.1 each
HERRHEERERAF() HRAFEBTH MRS 25.41%(i) 27.92% HEREEFN
) Not audited by Emnst & Young, Hong Kong or another member ) AREBEBLKGHMEBEAKTKEIRE
firm of the Ernst & Young global network MR E ML B ARIFTEZ
(i) The details of changes in the Group’s interest in China Modern iy AEERPERRREFHEZNFBEE
Dairy are disclosed in note 6(a). M 5E6(a) NI ER -
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22. INVESTMENTS IN ASSOCIATES (continuea)
China Modern Dairy, which is considered a material associate
of the Group, is a strategic partner of the Group mainly
engaged in the manufacture and distribution of raw milk and is
accounted for using the equity method.

The following table illustrates the summarised financial
information of China Modern Dairy extracted from its
financial statements, adjusted by taking into consideration
of the fair value valuation of its assets and liabilities at the
acquisition date, and reconciled to the carrying amount in the
consolidated financial statements:

Notes to Financial Statements Bf#& R &R MIzT

22, REE N TINIRE @)
FRERAKERRARNEBEEBR LA -
BAREBEENFRNEENCHEEBL 2R
BEAKAE - WIARERSEALRR -

TRERHERRBMENMBERRE (D
e EMB®E - WEBNUE A B
NRAMBEERBBNAAEREFELHEE)
KSR A M IR 2 BRE(E 2 $15K

2015 2014
—Z—hfF —E—MF
RMB’000 RMB’000
ARET T ARKETTT

Current assets MENEE 2,952,869 2,638,893
Non-current assets EMENEE 14,351,989 11,394,315
Current liabilities MENE R 7,238,778 4,375,681

Non-current liabilities ERBEE 2,319,026 3,179,220
Net assets FEE 7,747,054 6,478,307
Less: Non-controlling interests W FEE R R R (168,135) (145,713)

Attributable to owners of China Modern Dairy & BIIR KA E RS AFE(L 7,578,919 6,332,594
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22. INVESTMENTS IN ASSOCIATES (continueq) 22, REEE N TINIRE @)
Reconciliation to the Group’s interest in the associate: REFNEES AR ARERNT
2015 2014
—ZE—hHfF —T—AF
RMB’000 RMB’000
AR®T T ARKETTT
Proportion of the Group’s ownership INEE B A REPT(E EL 25.41% 27.92%
Group’s share of net assets attributable to ~ ZNE= & 5 (HEE & A 7
owners of the associate, B AELREEFE -
excluding goodwill TERERE 1,925,803 1,768,187
Group’s share of net assets of an unlisted &= & S (HEE <A T A
domestic subsidiary of the associate, —MELETMFRAIZ
excluding goodwill BEFRE  TEERE 110,879 97,883
Goodwill on acquisition Wk 2 1,048,421 1,152,066
Exchange realignment P 5 107,560 (35,466)
Carrying amount of the investment HERREE 3,192,663 2,982,670
Revenue N 4,826,341 5,026,706
Profit for the year R F) 343,718 762,888
Total comprehensive income for the year FE>EmMKFERE 343,718 762,888
Dividend received 2R E 13,843 -
Fair value of the Group’s investment REERENRAE 2,269,785 2,349,938
The following table illustrates the aggregate 7 Z8 R AN £ BB 4 A 7
financial information of the Group’s (ERIm = T TER)H
associates that are not individually B &R (FEsk e
material extracted from their unaudited HEREEZEEERA) -
management accounts:
Aggregate carrying amount of the Group’s & [E R B & A B E 1)
investments in the associates REEREE 993,220 857,924
Share of the associates’ revenues SaK(E) /N =)
and profits: WA RS
Revenues WA 1,696,500 1,899,171
Profit for the year KEFH 43,760 60,224
Total comprehensive income for the year FE2EW=BE 43,760 60,224




22.

23.
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INVESTMENTS IN ASSOCIATES (continuea)

All the above associates have been accounted for using the
equity method in these financial statements. The Group has
discontinued the recognition of its share of losses of certain
associates because the share of losses of the associates
exceeded the Group’s interests in these associates. The
amounts of the Group’s unrecognised share of losses of
these associates for the current year and cumulatively
were RMB31,377,000 (2014: RMB15,088,000) and
RMB100,888,000 (2014: RMB70,700,000), respectively.

DEFERRED TAX

The movements in the deferred tax assets during the year are
as follows:

Deferred tax assets:

Notes to Financial Statements B # R 3% M5+

22.

23.

REEZE DN TNERE @)

T A B A QR B R A SRR B IS ®
KRNEE - AEBEERIEEREMGAET
BMEANRNEE  EAARBREBHERRNE
BRAAEENBEATNER - RAF
B AEEAEREEZEHEARNE
BREFEES R A ARKS1,377,0007T
(ZZ—mF : AR#¥15,088,0007T) & A
R ¥100,888,000t (= ZF—MF : ARME
70,700,0007T ) ©

IEEBL IR
FREEREAENEHNT :

BREFEREE

Tax losses Write-
availablefor ~ downof  Provision
offsetting inventories  fortrade Impairment
future tonet receivables of property, Un- Share  Derivative
taxable realisable andothers plantand  invoiced  Deferred award financial
profits value receivable equipment  accruals income  scheme instruments Others
%A% ERESR
ERGAEN WAREE  EMERM 9% BE  AEEEZ RE&R &
REGE TERRE FERR RREWE NERER BTN il SRIR Ht a3t
Deferred tax arising from: RMB'000  RMB'000 RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ELHERS : ARBTR ARETT ARMTR ARBTR ARMTR ARMTR ARBTZ ARMTR ARMTR ARETZ
At Januay 2015 RZE-RE-A-A 2,211 48,555 8,058 1,383 21,1%4 34,216 18,739 1,257 18407 379,910
Assetsof disposal ~ HEBAEEGEN
goups dassifedas  REAREE
held for sale (note 12) ~ (FfEE12) (7.851) () (253) - - - - - - (8579
Chagedtooher  Ef2ERER
comprehengive income - - - - - - - (120 - {1,250
(Chargedycredited to  E&
proftt orloss () /5% 127075 (42,114 (7,282 (609)  (122,830) 408  (15511) - (5,359) (62,544
At31 December 2015 WZE-TE
t-A=t-H 141,435 5970 523 724 104,304 38,302 3,228 - 13,048 307,534
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23. DEFERRED TAX (continued) 23 ;EL*FEIE(%E
The movements in the deferred tax assets during the year are FRREHRBEENESBWOT : (&)
as follows: (continued)

Deferred tax assets: (continued) BEFTSHERE « (8)

Tax losses Wiite-
avalable for downof  Provision
offsetting ~ inventories  fortrade  Impairment

future fonet  receivables  of property, Un- Share  Derivative
taxable  redlisable  andothers  plantand invoiced Deferred award financial
profits value  receivable  equipment aceruals income scheme  instruments QOthers Total
A#EA% BUESR
ERpAE #MFEE  AbER 0% BR AESER RELE) e
WHESE WERFE JBERE LRBEE WERER  ELMA iH  eRIA ify 3t
Deferred tax arising from: RMB'000  RMB'OO0 ~ RMB000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ERRERE - ARETT ARETT ARETT ARETT ARETT ARETT ARETT ARETT ARETT ARETL
At1 January 2014 RZE-ME—F-A 10,959 - 7,750 - 102215 271,033 - - 7782 155739
Acquisttion of a YE-RTAT
subsidiary ote 44 (Htii4) - - - - 833 - - - 831 1464
Credited to other B 2ENER
comprehensive income 2% = - - - - - - 1257 - 1257
Credited to profitor loss EZ M 11,26 48,555 308 1333 124,086 7,183 18,739 - 9,994 221450
At 31 December 2014 N-E-M%
t-A=t-H 2,211 48,555 8,068 1338 227,134 34,216 18,739 1,057 18407 379910
Management expects it is probable that taxable profits will be EILETBAIR IR F/Z B A g L 30 FE R B A
available against which the above tax losses and deductible B ] P LA 0 i R TE RS 98 K A] H0 D

temporary differences can be utilised in the coming years. MHER o
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23. DEFERRED TAX (continued) 23. ﬁﬁﬁlﬁ(ﬁ)
Deferred tax assets have not been recognised in respect of EETRIBEEI AR 58 B /R -

the following items:

2015 2014
—E-—RF —ZE—puE
RMB’000 RMB’000
ARBTR ARBTTT
Tax losses arising in Mainland China (i) TR B K BE B A R TE S 18 () 751,934 652,150
Deductible temporary differences AT 1 = R 770,507 624,228
1,522,441 1,276,378
0] The above tax losses are available for a maximum of five years @) i FEEE T B AR EA SRR
for offsetting against future taxable profits of the companies in BESRAESZRE -

which the losses arose.

Deferred tax assets have not been recognised in respect EEFIEEENER il RIE T F AR
of the above items as it is not considered probable that tax EZ AT ae 8 A a it Ful RIS AT IEF
profits will be available against which the above items can be o AN B B) A bt AT 0 R = R
utilised. The approval of tax authorities would also be required INEEVE T IR L o

to utilise the above deductible temporary differences by the

Group.

The movements in the deferred tax liabilities during the year FRELEFRFEHAENESHINT -

are as follows:

Fair value
adjustments Fair value
arising from adjustments
acquisition of of financial
Deferred liabilities arising from: subsidiaries instruments Others Total
KEFAREE SRIAN
BIEEERE - WARERR DREHER Hitr -

RMB’000 RMB’000 RMB’000 RMB’000
ARBT R ARBT R ARBT R ARBTR

At 1 January 2015 R=T-A%—F—H 84,240 7,804 32 92,076
Acquisition of a subsidiary (note 44)  IEE—FF AR (Fiz44) = = - -
Assets of disposal groups NEAREFEN

classified as held for sale REBNEE

(note 12) (KH13E12) (5:414) - - (5:414)
Charged/(credited) to B

profit or loss 2/ (28R) (6,613) (4,745) 746 (10,612)
At 31 December 2015 RZE-h%E

+ZA=+-H 72,213 3,059 778 76,050
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23. DEFERRED TAX (continued) ?Eﬁﬁlﬁ(,ig)
Fair value

adjustments Fair value

arising from adjustments

acquisition of of financial
Deferred liabilities arising from: subsidiaries instruments Others Total

WEFRREL SRIAN
EEBERE WRAAEHE RAEHE Hf @t
RMB’000 RMB’000 RMB’000 RMB’000

ARETT ARETT ARETT ARETT

At 1 January 2014 RZZE—NFE—F—H 51,897 - 12,532 64,429
Acquisition of a subsidiary [l S /NG|
(note 44) (FizE44) 35,525 - - 35,525
Charged/(credited) to profit BaENZE/ (k)
or loss (3,182) 7,804 (12,500 (7,878)
At 31 December 2014 RZZE-—ME
+-A=+—H 84,240 7,804 32 92,076

Pursuant to the PRC CIT Law, a 10% withholding tax is levied
on dividends declared to foreign investors from the foreign
investment enterprises established in Mainland China. The
requirement is effective from 1 January 2008 and applies to
earnings after 31 December 2007. A lower withholding tax
rate may be applied if there is a tax treaty between China
and the jurisdiction of the foreign investors. For the Group,
the applicable rate is 5% or 10%. The Group is therefore
liable for withholding taxes on dividends distributed by those
subsidiaries established in Mainland China in respect of
earnings generated from 1 January 2008.

At 31 December 2015, no deferred tax liabilities have been
recognised for withholding taxes that would be payable
on the unremitted earnings that are subject to withholding
taxes of the Group’s other subsidiaries located in Mainland.
In the opinion of the directors, it is not probable that these
subsidiaries will distribute such earnings in the foreseeable
future. The aggregate amount of temporary differences
associated with investments in subsidiaries in Mainland China
for which deferred tax liabilities have not been recognised
totalled approximately RMB11,038,475,000 at 31 December
2015 (2014: RMB8,018,406,000).

There are no income tax consequences attaching to the
payment of dividends by the Company to its shareholders.

RIEF R BEMSEE - R BIRER LA
SNERFEMINRITE E T IRA R E BB
10%TEHH - BEAREE =TT NF—H
—HRAER  YEAR_ZEZLF+_A
= +—BEMEENAT o W B EINHIE
BEEMBrRIE R 2 EEIAREHE - AIF]
EREBINH RGN - AEEEATEA
5% 10% ° Bt - NEBAERZENRFE
AERZHFRARR_EENF—A—HRR
EENBFIFTD IR BEHETENE -

MN-ZT—AF+-A=+—08  vARpEE
EURPBRAENEMTARMNRELR
FmEMHENHEEREMEERBAE -
BEEZRE  ZETRARRAULBRSIREF
WA REMRE - R-T—AF+_A=+—
B+ SRR EPR AR B AREF AR 2% E
R E RABERECEHIBERES EL
AFR#11,038,475,0007c( —ZE—P04F : A
R #8,018,406,0007T) °

LA R AN 2 ) 1) L S BR S A5 P B 1 PR s )
BHRER -
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24. BIOLOGICAL ASSETS

(A) Nature of activities

24. £YEE
(A) EigHE

Certain subsidiaries of the Company are milk production
companies that principally engaged in the production
and sale of milk. Dairy cows are primarily held to
produce milk. The quantity of dairy cows owned by the
Group and the output of milk at end of the reporting
period and during the year are shown below.

ARBETFRARTPEELE
TEREFMEN - AFEEIRHA
EENZA - AEBERBEHRIF
NEANI T HENENHEWT -

2015 2014

—Z2—0F —ET—OF

Head of Head of

dairy cows dairy cows

2.4 (58) FL4(58)

Milkable cows s 3,989 2,007
Heifers and calves N RN 10,284 5,740
Total dairy cows LA HBE 14,273 7,747

Milkable cows are those dairy cows that are held for
milk production. Heifers and calves are those dairy cows
that have not reached the age that can produce milk.

In general, the heifers are inseminated with semen when
the heifers reached approximately 14 months of age.
After approximately a nine month pregnancy term, a
calf is born and the dairy cow begins to produce raw
milk and the lactation period begins. A milkable cow is
typically milked for approximately 305 days before a dry
period of approximately 60 days.

When a heifer begins to produce milk, it would be
transferred to the category of milkable cows based on
the estimated fair value on the date of transfer. The
sales of dairy cows is not one of the Group’s principal
activities and is not included as revenue. The sales of
dairy cows are determined based on the actual selling
prices.

DHRFBEEDRAENIF - N
FRANFRARB|EDNFRATLE

—RERT - NERFREENH+OME
AXREBETRER - HNEANZHB
& MEE - IFFREHERYD
WELEIRG o I ERE B IHAI305
R ZIREAKIBORHIELFLH o

NEHEFRIBEDR - SIRERA N
(CRIPAVIIEE R ESUR SVl I o
EWFAKENEEZRBZ— T F
FEAMA - I HEDRBEEREE
M °
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24. BIOLOGICAL ASSETS (continued) 24. E%ﬁé(ﬁ)
(A) Nature of activities (continued) (A) ZEFEHEuE)

2014

—ZT—pUF

Tonne

Uz

Volume of sales of milk produced FTEYEE 26,128 3,875
The Group is exposed to fair value risks arising from AEBAZIEREREDMEEN
changes in price of the dairy products. The Group does NAERRK - NEETEFEN R ER
not anticipate that the price of the dairy products will IERERTEABBTE® - ARAE
decline significantly in the foreseeable future and the ERA UWEAAMNITETAESARE
directors of the Company are of the view that there B a] ART S MY E & 490 A3 DATZE Il 2L

is no available derivative or other contracts which the LRERTRHER
Group can enter into to manage the risk of a decline in
the price of the dairy products.

(B) Value of dairy cows (B) I4HEE
The value of dairy cows at the end of the reporting RBERARNILFEE -
period was:

Heifers Milkable
and calves Ccows Total

NFERNF Uik #st
RMB’000 RMB’000 RMB’000
AR®BT T AR®T T AR®BT T

At 1 January 2015 R-E—HRF—HF—H 108,571 51,700 160,271
Increases due to purchase Iliogii-1 74,606 1,886 76,492
Increase due to raising BEE(ASKAR

(Feeding cost and others) HAith) 78,812 - 78,812
Transfer =i (63,415) 63,415 -
Decrease due to sales e (3,004) (3,425) (6,429)

Loss arising from changes in LA AR EREES
fair value less cost to sell of AR Z BBEER
dairy cows (note 6) &8 (5E6) (13,082) (6,241) (19,323)

At 31 December 2015 R-ZT—FF
+=—A=+—8H 182,488 107,335 289,823
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24. BIOLOGICAL ASSETS (continueq)

Notes to Financial Statements Bf#& R &R MIzT

24, £Y)EE @)

(B) Value of dairy COws (continued) (B) H4MEEM@)
Heifers Milkable
and calves Cows Total
NG AE RN e 5T
RMB’000 RMB’000 RMB’000
AREFT ARETTT AREFT
At 1 January 2014 R-ZE—NFE—HF—H 36,707 - 36,707
Increases due to purchase g 80,720 3,627 84,347
Increase due to raising HEHEGAEKRE R
(Feeding cost and others) Hih) 39,219 - 39,219
Transfer =i (42,883) 42,883 =
Decrease due to sales e (687) (761) (1,448)
Gain/(loss) arising from IERAREREE
changes in fair value KA BEEAR
less cost to sell of Wz (E518)
dairy cows (4,505) 5,951 1,446
At 31 December 2014 RZZE—MF
+=-—A=+—H 108,571 51,700 160,271

The Group’s dairy cows in Mainland China were valued
by an independent qualified professional valuer. The
fair values less cost to sell of the heifers and calves are
determined with reference to the market-determined
prices of items with similar age, breed and genetic
merit, if the market-determined prices are available. Due
to the fact that the market-determined prices of milkable
cows are not available, the valuer has applied the net
present value approach to calculate the fair values less
cost to sell of these items.

AEBETBEAENAFTIHBELA
BREXEMGEMETHE - WATRE
MIZEE - NEFRNFZRRER
HERATLDRSEFK  mENRER
BEHMOZEBZMSEEEE - @
REXESNHFTZTIHER @ (HER
ERRAFRERL  AStEZEHAEZ
RABERHERRE
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24. BIOLOGICAL ASSETS (continueq)
(B) Value of dairy cows (continued)
The principal valuation assumptions adopted in applying
the net present value approach are as follows:

° The quantities of the existing dairy cows at the
end of the reporting period will reduce at a certain
culling rate due to the natural or unnatural factors;

o The culling rates adopted are based on the current
available breeding data of the Group and future
operating plans;

° The quantities of cows will increase as calves are
born;

° The expected average prices of milk during the
six projected lactation periods are estimated after
taking into account certain percentage growth,
future demand and inflation in the PRC for each
projected year;

° The cash flows for financing the assets and
taxation are not included as required by IAS 41
Agriculture;

° Costs are average costs based on historical cost
information; and

° The discount rate used was 12.83% as at 31
December 2015 (2014: 13.00%).

24. EYEE @)
(B) 4 MEMEM@)
ERFRELNEMAZETEHER
BRI -

s RBEEPRZBBENFTHEKA
RBEANIEB AR RN IRE(EE
KRR -

o FTERHVEARTIENALESR A
ARGz EBEER RARRE ERT

g

o MRS EMBREN

. EESEENEEZETEES
S~ FRE R R BB
SR 1738 B T ERTE B BRI
TEERT I B -

o  WEREBEREGAEANEHIRER
XA ABERBRRETEESZH

b

o ATIERBAKKERZFH
AR R

e N E—FRF+-_A=+—HF

RZITHEKAE12.83%(ZF—N
£ :13.00%) °
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25. OTHER FINANCIAL ASSETS

25. HthemEE

2015 2014
—Z2—0F —ET—OF
RMB’000 RMB’000
AR¥T R ARKETFTT
At fair value through other AARBESEREES
comprehensive income: SFARMMEmEmIE :
Hong Kong listed equity TARERER
investments in YuanShengTai BB LETRAEE (a) 89,484 103,286
Hong Kong listed equity A BB A
investments in China Shengmu BB LETRAKE (b) 413,740 516,988
503,224 620,274
At fair value through profit or loss: NARBEEAHE
BE)FT ARG
Unlisted equity investments FEETRAIKRE 42,012 41,066
Short term unit trust investments REBMEEIRE (©) 70,000 327,000
Long term unit trust due within R—ERIHz
one year RHEEMEERE (© 100,000 =
Long term investment deposit R—F ARz
due within one year REIICEGTR (d) - 151,233
Short term investment deposits REREFR (@) 5,049,039 7,816,510
5,261,051 8,335,809
At amortised cost: RESHA AN
Long term entrusted loans RERAER () 120,736 39,833
Long term entrusted loans R—FAREZ
due within one year REEFER (€) 36,234 43,281
Long term receivables RHAE T8 () 53,149 -
Long term time deposits REBEAFR ) 1,608,795 1,192,886
1,818,914 1,276,000
Total other financial assets EfhepmEERR 7,583,189 10,232,083
Current E 5,255,273 8,338,024
Non-current IERE 2,327,916 1,894,059
7,583,189 10,232,083
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25. OTHER FINANCIAL ASSETS (continueq)

Notes:

(@)

On 25 November 2013, the Company acquired 172,275,000
shares, representing a 4.41% equity interest, in YuanShengTai
Dairy Farm Limited, a Hong Kong listed dairy company,
with approximately HK$469,831,000, equivalent to
RMB369,396,000. 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 fair value of the listed equity securities was
determined by reference to published quotations. A decrease
in fair value for the year ended 31 December 2015 and an
accumulated decrease in fair value as of 31 December 2015
with amounts of RMB13,802,000 (2014: RMB198,763,000)
and RMB279,912,000 (2014: RMB266,110,000), 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 with 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 in 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 around 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 year ended 31
December 2015 and an accumulated increase in fair value as
of 31 December 2015 with amounts of RMB103,248,000 (2014
an increase of RMB418,457,000) and RMB315,209,000 (2014:
RMB418,457,000), respectively, had been recognised in other
comprehensive income.

25. EhEmMEE @)

it

(a)

—E-—=F+—A=-+HH  KXRQA
LA %9 469,831,000 B L (HHE R AR
369,396,0007T) * Wi — &S LW I
NAEREREKREFRARR172,275,000
AR - I H A %IRE - R T —
FE—A BB RERBRERMEHRSEL
FOR(ZETHAE )M - BEEBZRIER
REBETANAREFEBHLE ST
AEtM2EKRENESRHEE  LIAR
ERERRBEBR —ERBRE B
BRECRINEREE S LEHRK
ABENAARBNRBERMDNGREE
FeoHEZT—AF+-A=+—BLEF
EARERD ARE13,802,000C (==
— P& - AR¥198,763,0007T) MR =
—ARFE+-A=Z+—HRAABERHARI A
R#279,912,000( — T —WE : ARU
266,110,0007T) * EREM 2 EURERER -

RZE——FRAZ+HBE  A&EH
LA #9125,322,000 B T (HHE R AR
98,531,000 7T ) W iE— I LMIALE QA
H581%KiE - R-_T—NMF—A—HBH
RERBRBEMBEHREENEIHR(ZZEZ
NEIE  EREBBZERAKEETA
LARBEEAEEH A AELME2EKE
HNEMEE  WHAREEEREEEBR
—ERBERE  BEERRELERNNE
REE - NPBEIEREEDEBRA A
(THhEE#R )R —_ZE—WmE+A+HE
EEBBARSIBR AR ERE XA
BER ZEBRAREHEERSTEE
4 #) 269,865,600 i I 17 - & B 2 4
425%05HE - ZELETRAFLFNAAE
TR EMNHGBREMEE - BHE-Z
—hAE+-A=t+—BILEEIAEBERD
A R #103,248,000 7T ( — T — PO 4F : i
A R #418,457,0007T) KM —E—H
FE+-A=+—HBHARERFEMAR
#315,209,000 T ( — 2 —NE : AR
418,457,0007T) * BREAM 2SR ©
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25. OTHER FINANCIAL ASSETS (continueq)

Notes: (continued)

()

The Group from time to time purchases various unit trust
investments for treasury management purpose. As at 31
December 2015, the Group held unit trust investments
of RMB170,000,000 (2014: RMB327,000,000), with no
guaranteed return amount. The unit trust investments as
at 31 December 2014 had been settled when due during
2015, except for an amount of RMB100,000,000, which was
extended from 28 January 2015 to 28 January 2016 and
settled, subsequently.

Included in the above balances, an amount of
RMB170,000,000 (2014: RMB257,000,000) was invested in
trust units set up and managed by an affiliate of a substantial
shareholder of the Company.

The Group from time to time purchases various investment
deposits from commercial banks for treasury management
purpose. As at 31 December 2015, the Group held investment
deposits of RMB4,749,039,000 (31 December 2014:
RMB7,967,743,000) with guaranteed return amounts and
investment deposits of RMB300,000,000 (2014: Nil) with no
guaranteed return.

As at 31 December 2015, investment deposits amounting to
RMB100,000,000 (31 December 2014: RMB200,000,000)
were pledged for the Group’s issuance of letter of credit.

Entrusted loans represent the Group’s loans to certain dairy
farmers via banks. The above entrusted loans are unsecured,
with annual interest rates ranging from 5.58% to 6.90% (2014:
5.76% to 6.90%). As at 31 December 2015, 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 31 December 2015, those long
term receivables were neither past due nor impaired.

The effective interest rates on long term time deposits as at 31
December 2015 varied from 4.25% to 5.60% (2014: 4.25% to
5.60%) per annum and would mature in two to five years.

Notes to Financial Statements B # R R M=

25. EthERMEE@®)

BieE - ()

()

AEEIHAEBEEENBEAZBEN
EERE R-ZZE—HE+=-_A=+—
H AEEHETZRELRSENE
I {E 7 & AR % 170,000,000 (=
— P& : AR#327,000,0007T) c R
—ME+-A=+—BNEMEERED
R-ZZE—AFHHELEE  EEHRARE
100,000,000l —E—HE—H =+ /\H
FHEERE—_T—A"F—A=+/N\RBEH
WHREREE N BETIRERIN

£ bt - 2 AR®170,000,0007T

—ZT—PU4F : AR¥257,000,0007T) HIFR
HERERBARREERENHEBE QA
B RERHETEN -

AEBMARHAEHKETER MG ER
TBAZEEREGFR RZZE—HF
+ZA=+—R8 AEEBAEAHEAR
#4,749,089,000 L (ZE—MFE+=A
=+—H8 : AR#7,967,743,0007T ) %
RECRSENRETR  UARABBAR
#300,000,0007C( = F— P94 : ) FRR
BEREEOHRETR

RZE—FHE+_A=+—8 ' BHEA
K 100,000,000 0 (= ZF—WMF+ = A
=+—H : AR#¥200,000,0007T) K E
RO IR A A AN E E 3 H = B EE
R

ZAEREASERBRTAE THRIE
HOER - L ERTERBEKT - F75
RNTF5.58%%6.90%( —ZF—VI4F :5.76%
F690%) R-_ZE—RHE+=-_A=+—
A ZEZAERNABHTIERE &
HANEHE R FRER ©

REERRBERERAHESETYE  BER
RETBIF=TMEENERIR - ©
“E-AFt+-A=1t—H ZSRHEE
WERIR D e R TR LA ©

RZE—RFE+-_A=+—08 FHTH
ERNEBFERERN T4.25%E5.60%(=
T4 : 4.25%%5.60%) @ WERME
AERTIE -
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26. INVENTORIES 26. 78

2015 2014
—E—hfF T MF
RMB’000 RMB’000
ARBTR ARETT

Raw materials B 3,464,868 3,597,792
Finished goods E K oh 874,638 744,500
Total inventories at the lower of cost R RK AN B A] S IR A Y

and net realisable value RIEEFENTERSE 4,339,506 4,342,292
The amount of write-down of inventories recognised as an HERERAIONEFEEMREBEAAR
expense was RMB43,806,000 (2014: RMB287,779,000), B 43,806,000 ( ZF — M F : AR¥
which was recognised in other expenses (note 6). 287,779,0007T) * WHEH b & A (FizE6)

27. TRADE AND BILLS RECEIVABLES 27. EWRAR KR EE

2015 2014

—E-HF —E-F

RMB’000 RMB’000

ARET T ARETT

Bills receivable ENEE 191,462 116,946

Trade receivables FEUBR TR 1,500,562 1,191,066
Impairment HIE (74,267) (159,826)

1,617,757 1,148,186
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27. TRADE AND BILLS RECEIVABLES (continueq) 27. EWRRREE@

The Group normally allows a credit limit to its customers which AEBRFRTEFETEEERE @ Walf&E
is adjustable in certain circumstances. The Group closely BEBETNETHAR - KNEEZYE =5 H
monitors overdue balances. In view of the aforementioned REBLEH - ER EXATI R AEBAEUK
and the fact that the Group’s trade receivables relate to a EXNEASTRAEINEEERE - e
large number of diversified customers, there is no significant EREEEPRR - AEEWEEEEKER
concentration of credit risk. The Group does not hold R EEAFMEERSKEMEERA - B
any collateral or other credit enhancements over its trade UG BR SR S B S R B o

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

An aging analysis of the trade and bills receivables as at the RIRE AR - MR BERERERR R EE
end of the reporting period, based on the invoice date and IR EHEAMBRE OTOT ¢

net of provision, is as follows:

2015 2014
—ZE—AfF T MF
RMB’000 RMB’000
ARET T ARBT T
Within 3 months 31E A AR 1,389,573 1,018,735
4 to 6 months 4%26{E A 94,581 82,420
7 to 12 months 721218 A 50,881 20,722
Over 1 year 1 E 82,722 26,309
1,617,757 1,148,186

The movements in the provision for impairment of trade FEWEEFUREREESIIT

receivables are as follows:

2015 2014
—ZE—8fF —E—mF
RMB’000 RMB’000
ARTR ARETT

At 1 January R—HA—H 159,826 72,940
Impairment losses recognised EERBEREE 7,235 100,972
Amount written off as uncollectible =N E ik €= el (7,933) (2,041)
Assets classified as held for sale DREABELENEE

(note 12) (FFzE12) (906) =
Impairment losses reversed (note 6) BB E B (M7E6) (83,955) (12,045)

At 31 December R+=-—A=+—H 74,267 159,826
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27. TRADE AND BILLS RECEIVABLES (continueq) 27. BEWERAR KR ZEE @)
Included in the above provision for impairment of trade it E FOREREE T 2 E —E AR
receivables is a provision for individually impaired trade B JE W BE 20 19 8B 5 A K 68,598,000 7T
receivables of RMB68,598,000 (2014: RMB147,729,000) —T—OF : ARM147,729,0007T) °
with an aggregate carrying amount before provision of ZEEWBE T RTRBREFMNEBAZE A A
RMB148,148,000 (2014: RMB194,265,000). R#148,148,000C (ZE—MHEF : AR%
194,265,0007T) °
The individually impaired trade receivables relate to customers 2 E R EE N EB A BERIESE
those were in financial difficulties or were in default and only a RMANREAER  JBEHZSERZFEFRR
portion of the receivables is expected to be recovered. AJ U [E1ZB 5y o
The aging analysis of the trade and bills receivables that are 18 51 Bk 48 BE ¥4 N 13 7E J (B 7 78 7Y B UK BR T &2
not individually nor collectively considered to be impaired is as ZEMERB MO ¢
follows:
2015 2014
—E-IF —T—mF
RMB’000 RMB’000
AR® Tt AREFT
Neither past due nor impaired B AR B H TR E 1,468,323 1,046,463
Past due but not impaired BB ERE
— Within three months -3fEA AR 64 -
— Over three months -3E A A 1,149 2,887
1,469,536 1,049,350

Trade and bills receivables that were neither past due nor
impaired relate to a large number of diversified customers for
whom there was no recent history of default.

Trade and bills receivables that were past due but not
impaired relate to a number of independent customers that
have a good track record with the Group. Based on past
experience, the directors of the Company are of the opinion
that no provision for impairment is necessary in respect of
these balances as there has not been a significant change
in credit quality and the balances are still considered fully
recoverable.

R BT ERE < BUGKAR R R TIEX
ETRBHNEFAR  WEEMHY EIE
FRIAZ REER ©

B RAR (SHEI R (B 2 FE YRR & R g )5 £
—UBYEFPER  RETFPEAKEARE
REFMEETE - REBERLR  AARE
ERBEFTRZFHEHHTRERE - A
FEEEEIEARNEEMARKRHEAR
AR EYE -

As at 31 December 2015, none of bills receivable were R-ZE—RAFE+-_A=1+—8B  KEFHE
endorsed by the Group (2014: Nil). EEFMEREER(ZE—NF &) -
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28. PREPAYMENTS, DEPOSITS AND OTHER  28. fa{Y®R ~ & R HEtEWFIE
RECEIVABLES

2015 2014
—B-®F —T—pmeE

RMB’000 RMB’000
AR¥T AREFIT

Deposits e 90,882 34,651
Prepayments TEfT K 955,110 717,139
Value-added tax recoverable AR NI ER 343,993 281,982
Other receivables H b e IR 591,654 370,413
Corporate income tax recoverable AR ZEFEH 53,797 40,369
Land use rights — current portion T {4 — BN EREE
(note 18) (FFE18) 19,688 22,724
Long term prepayments (note a) RETB A R (FisEa) 195,498 269,479
Total prepayments, deposits and other AR EZe R
receivables HAub UGB B R 2,250,622 1,736,757
Less: Long term prepayments — non-current 33 : &= BATE 3k — FEENEA
portion (note a) #B (Mizra) (91,738) (163,704)
2,158,884 1,573,053
Note: 5T -
(@  The Group had entered into long term raw milk supply (a8 AEBEETHREAFTQAAGIIERBRM
contracts with certain milking cow raising companies. In BIMEEEA BIEZEEA  KEERD
accordance with these contracts, the Group prepaid for raw AR -ZERF R NEETENFE -

milk supplies for the next two to five years.
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29. CASH AND BANK BALANCES AND
OTHER DEPOSITS

29. BERBRITEFRRBESEX

2015 2014
—E-IE —T—AF
RMB’000 RMB’000
AR®T T AREFIT
Cash and cash equivalents VIRt ERERERD
as stated in the consolidated REMREEEY
statement of cash flows 6,833,608 3,607,033
Pledged deposits RESFH (a) 722,402 255,589
Restricted deposits S2BR B 7K (b) 40,229 =
Time deposits TE B 2,666,195 2,235,413
10,262,434 6,098,035
Less: Short term pledged deposits ¥ : $R1TELE ~ 55 HA
for banking facilities RESTFH 30/32 (722,402) (255,589)
Less: Long term time deposits B RHE BT R 25 (1,608,795) (1,192,886)
Cash and bank balances as stated  Fl|A 4R & B EIRR R 2
in the consolidated statement of BE RIBITETT
financial position 7,931,237 4,649,560
Notes: Mot

(@)  As at 31 December 2015, the Group’s pledged deposits were
for the following bank facilities:

@ RKRZE—AF+ZA=+—8 x%EN
EERERIHATRITREEL

2015 2014

—Z-RF —ZT—F

RMB’000 RMB’000

ARET T ARET T

Pledged to secure bills payable (note 30) AR LA JETS FE S 224 (P 3E30) 107,089 90,823
Pledged to secure interest-bearing bank IRLAES T BRITREMEE

and other borrowings (note 32) (P3E32) 522,538 159,428

Pledged to secure letter of credit HHAESERE 92,775 5,338

722,402 255,589

(b)  As at 31 December 2015, the Group held a prepayment
amounting to RMB40,229,000 from a potential buyer intending
to acquire certain property, plant and equipment and land
use rights of Danone Shanghai (note 12). The amount was
deposited in a restricted bank account and would only be
released upon the conclusion of the transaction.

) R-ZB—HE+-A=+—8B £KEHEHF
EH—ZRKEEELENETHE K
EREEARLFERENEEER M
K8 5 5B 8 A R 85 40,229,000 7t (B 5
12) e ZEREEFA—EZRFMRITER
B iR ERZIER 5 EMNK R ERERR o
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CASH AND BANK BALANCES AND
OTHER DEPOSITS (continued)

At the end of the reporting period, cash and bank balances of
the Group denominated in RMB amounted to approximately
RMB5,986,347,000 (2014: RMB3,014,880,000). The RMB is
not freely convertible into other currencies. However, under
Mainland China’s Foreign Exchange Control Regulations and
Administration of Settlement, Sale and Payment of Foreign
Exchange Regulations, the Group is permitted to exchange
RMB for other currencies through banks authorised to
conduct foreign exchange business.

Cash at banks earns interest at the prevailing market interest
rates. Time deposits are made for varying periods of between
one day and five years depending on the immediate cash
requirements of the Group and earn interest at the respective
time deposit rates. The bank balances and pledged deposits
are deposited with creditworthy banks with no recent history
of default.

TRADE AND BILLS PAYABLES

An aged analysis of the trade and bills payables of the Group,
based on the invoice date, is as follows:

Notes to Financial Statements Bf#& R &R MIzT

29.

30.

BHERBITEERREBSER@®

RBERR  AEENRERBITET
HUAAREEEN  2EHAAREA
R #5086,347,000( —ZE — 4 : AR
3,014,880,0007T) - ARSI IER 5 A A IB
BEMER « AW - RIEPEARENINES
AP L 45E - SENMESTERTE » A&
BB BRI TINEE B IRTT -
ARBER AHMEN -

RITFFREBETISF R R o EREHRTIR
FAKENSRSFRMENF—BER
FONEFERIFR - A RREE I F A
KR - ROTEEFERFRESFRDFRRE
BRI B BT R ERAIRTT

ENRA R EE
7R B A AR AR R SRR AR S B 3R B B AR
AT -

2015 2014

—Z—hfF —E—MF

RMB’000 RMB’000

AR¥T ARET T

Within 3 months 3@ H AR 4,005,836 4,200,799
4 to 6 months 4%261E A 602,214 752,738
7 to 12 months 7E212{@ A 29,781 30,792
Over 1 year 1 E 6,467 7,518
4,644,298 4,991,847

The Group’s trade payables are unsecured, non-interest-
bearing and payable on demand.

AEENENERSEEAREERARE

SKEERF(EE
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30. TRADE AND BILLS PAYABLES (continueq)

Included in the above balances, bills payable with an
aggregate balance of approximately RMB325,446,000

31.

32.

(2014: RMB301,395,000) were secured by the pledge

30. EVERAKREE @

of

certain of the Group’s deposits amounting to approximately
RMB107,089,000 (2014: RMB90,823,000) (note 29). Except
for the above, bills payable were unsecured, non-interest-

bearing and payable when due ranging from 3 to 6 months.

Fr&mEP BEHBEHOARE
325,446,000 L (ZZE — W F : AR
301,395,0007T) K S RIB AR KBS T15
KA ARE107,089,000 T ( —F — Y
£ . AR#90,823,0007T) (Mti29) 1K
WeoBEltEN BNEREAERITRR
B UWER==EAREIE -

OTHER PAYABLES AND ACCRUALS 31. EMENRERERER
2015 2014
—e-n% —E—mE
RMB’000 RMB’000
AR®T T ARET T
Advances from customers BEPEMNK 1,106,731 905,654
Salary and welfare payables A Fe kENE 653,617 678,839
Other payables H b fEf RIE 3,229,176 2,969,927
4,989,524 4,554,420

The Group’s other payables are non-interest-bearing and

payable on demand.

INTEREST-BEARING BANK AND OTHER
BORROWINGS

AEE W EAENFIAR RS KA EZ R
238

32. FFERITRAEAMEER

2015
“E-1E
Fixed rate

BENR
RMB'000
ARBTR

2014
EmE
Floating rate Maturity Fixedrate  Floating rate
BERE 8 BlE = FEH=
RMB’000 RMB'000 RMB'000
ARET T ARBTT  ARETR

Maturity
Z#A
Current Bk
Short term bank loans, secured BERTER 588 2016
Short term bank loans, unsecured ~ EHIRTE - EHA 2016
Current portion of long term REHTEFIHNH
bank loans - secured - BHEH 2016
Current portion of long term REHTEFIHNH

bank loans - unsecured o i 2016

501,696
5,397,321

- 2015 216,000 156,431

150,000 2015 1,062903 2,660,139
19,000 2015 = =
12,734 2015 275,145 =
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32. INTEREST-BEARING BANK AND OTHER

Notes to Financial Statements B #53R R M 5T

32. iFERTREMEE@®

BORROWINGS (continued)
2015 2014
—3-1f “T-RF
Maturity ~ Fixed rate Floating rate Maturity Fixed rate  Floating rate
)] BEEF= bk i EEf® FEFIE
RMB’000 RMB’000 RMB’000 RMB’000
AR%TT ARETR ARBTT  ARETR
Non-current FHH
Long term bank loans, secured RERTER - ER - - - 2017 - 468,187
Long term bank loans, secured RERTER  ER 2019 - 60,000 2019 = 79,000
Long term bank loans, unsecured ~ RHEIR{TER - EEE 2030 68,000 = = = =
Long term bank loans, unsecured ~ RHEIR{TER - B 2023 - 196,500 = = =
Long term bank loans, unsecured ~ RHEIR{TER - B 2020 - 60,000 = = =
Long term bank loans, unsecured ~ RHEIR{TER - B 2019 - 21,701 2019 = 34,205
Long term bank loans, unsecured ~ RHEIR{TER - EEE 2017 - 1,340,034 2017 - 1,365,551
Long term bank loans, unsecured ~ RHEIR{TER - EEE - - = 2016 488,977 =
US$500,000,000 3.5% bonds RZZ-=F%{12
issued in 2013 500,000,000% 7
28RS EH 2018 3,223,276 - 2018 8,028,130 -
9,190,293 1,859,969 5,061,155 4,763,513
The repayment schedule of the bank loans is as follows: IRITERREZRANAT
2015 2014
—E-ffF —T—mF
RMB’000 RMB’000
AR®T T AREF T
Within 1 year —FER 6,080,751 4,360,618
110 2 years —EME 1,340,034 488,977
2 to 5 years MERF 3,629,477 4,975,073
Total interest-bearing bank loans STERTTER AR 11,050,262 9,824,668
Less: Amount due within one year W BIERRBAER 2
included in current liabilities —F R BB FE (6,080,751) (4,360,618)

4,969,511 5,464,050
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32. INTEREST-BEARING BANK AND OTHER 32. 7R

BO R ROWI N GS (continued)

Notes: Mz -

(@)  As at 31 December 2015 and 2014, the Group’s interest- (a)
bearing bank and other borrowings were secured as follows:

BRITRHEMEE@®

RZE—RAFER_ZT—NOF+=_A=+—
A AEBEZHBERITREMEEERE
D/l N

2015 2014
—ZT-RF —ZT—mF
RMB’000 RMB'000
ARETT ARBFT

Secured by pledged deposits LAREE & 17 ZOE 38 461,696 141,431
Secured by land use rights and property, DA R A R -

plant and equipment R N R AR 119,000 310,000
Secured in the form of a general security LA L FIFLEAR AR

agreement over all the assets of FrEEEN —RERBELN

Yashili New Zealand Dairy Co., Limited* YEHE 3> - 468,187
Unsecured il 10,469,566 8,905,050

11,050,262 9,824,668
* The bank loan was secured in the form of a general o PTERUAFABETMNIAZERRE AT

security agreement over all the assets of Yashili New
Zealand Dairy Co., Limited with a total carrying amount
of RMB985,640,000 as at 31 December 2014.

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

BEEN—REFRBLAEER - 67
BER-_Z-—HNF+-RA=+—B0#EK
H1E A A R985,640,0007T °

REBEA T EEAENFERITREAM
BEEMREELDT

2015 2014
—E-AHE —EMF
RMB’000 RMB’000
ARST R ARBFT

Hong Kong dollars BT
United States dollars e
Euro BT
RMB AR

901,452 1,036,181
6,897,340 7,369,339
28,934 38,005
3,222,536 1,381,143

11,050,262 9,824,668
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32. INTEREST-BEARING BANK AND OTHER
BORROWINGS (continued)

Notes: (continued)

(c) The floating annual interest rates of the secured short term
loan, unsecured short term loan and the unsecured long
term bank loans had been made by reference to the London
Interbank Offered Rate at LIBOR+0.7%, LIBOR+0.9% and
LIBOR+1.2% (2014: LIBOR+0.7%, LIBOR+0.85% and
LIBOR+1.2%) respectively.

The fixed annual interest rates of the short term bank loans
varied from 1.20% to 6.90% (2014: from 1.74% to 9.47%). The
fixed annual interest rates of the long term bank loans varied
from 1.20% 1o 6.72% (2014: from 2.08% to 6.72%).

(d) On 27 November 2013, the Company issued five-year
bonds due 2018 with an aggregate principal amount of
USD500,000,000 at 99.456% of the face value. The bond
bears interest from and including 27 November 2013 at the
rate of 3.5% per annum, payable semi-annually in arrears on
27 May and 27 November each year.

33. OTHER LOANS

Notes to Financial Statements Bf#& R &R MIzT

32. FFERTREMEE @

BifEE - (&)

()

EEAEHER  EEFEHERRER
MREBRITERNIHEANRE S BIER
FERITRIZERSIEH - FRIEH B ALBOR
H10.7% ~ LIBORAN0.9% % LIBOR /N 1.2%
—Z—JU4 : LIBORSN0.7% - LIBORN
0.85% K LIBORHNT.2%) °

EHRITEFTHEEFFNEN F1.20%E
6.90%(=ZF—WF : 1.74% £9.47%) °
RHRITERNEEFFHENT1.20%E
6.72%(=Z—PU4F : 2.08%%E6.72%) °

R-TB—=%F+—A=++8  KQFAE
TZZE—)\FHHAFES  A&E%
#99.456% M {& 2 500,000,000 E Jt ° f&
FRBAT—=F+—AZTER(BEE
B)RBRERFFEILS%TE - RAA=Z++H
Et+—A-t++tBEEEERE—R -

33. HE®

2015 2014
—Z—hfF —E—MF
RMB’000 RMB’000
AR%TR ARETT

Short term loans EHER

43,915 118,365

Except for an other loan of RMB30,000,000 as at 31
December 2014 with a fixed interest rate of 5.76% per annum
which was secured by certain property, plant and equipment
(note 15(a)), other loans are unsecured and interest-free.
There were no repayment terms for the Group’s other loans.

Other loans were all granted by local government authorities
in the PRC for the purpose of supporting the Group’s
establishment of production plants in various locations in the
PRC.

BR-_ZE-—MOF+-A=+—BHEMERA
R #30,000,0007C (LAE F#E - BE k&
R EE R (M EE15(a)) ) 3% Bl E & M % 5.76%
RSN HERBEER LR E - XEE
H i &SR & TR -

HER2MHaP BT RAERASXHA
SEETEZEw S RELERFEMFEL
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34. DERIVATIVE FINANCIAL INSTRUMENTS

PTEERMIA

34.

2015 2014
—E2-1F —T-mE
Assets Liabilities Assets Liabilities
gE 8 BE B
RMB’000 RMB’000 RMB’000 RMB’000
ARETR ARETR ARETTT ARETT
Forward currency contracts and ~ REISMEA MR &
currency collar FZEETR () - - - 2,027
Interest rate swaps FlZ a5 (@) - - = 7,618
Forward currency contracts REINEL A (b) 5,011 = 17,455 =
Interest rate forward contracts MZRBED (b) - 3,160 - 2,479
Commodity futures contracts BRBEEEH (©) 5,933 - - -
10,944 3,160 17,455 12,124
Portion classified as non-current: D AIERE 5
Interest rate swaps &g H - - - 7,618
Current portion: TEES 10,944 3,160 17,455 4,506
Notes: BftsE -

(@

The fair values of these derivative financial instruments are
determined by the Westpac Bank, the counterparty of these
hedge arrangements, and reviewed by the directors of the
Company, based on contract values with reference to their
forecasted LIBOR and exchange rate of United States dollar
against New Zealand dollar.

Forward currency contracts and currency collars — cash flow
hedge:

Forward currency contracts and currency collars are
designated as hedging instruments in respect of forecast future
contractor payments from October 2014 to June 2015 for the
construction of Yashili New Zealand’s plant in New Zealand
dollar, to hedge the cash flow change associated with foreign
exchange rate of United States dollar against New Zealand
dollar. The balances of forward currency contracts and
currency collars vary with the levels of expected construction
payments and changes in foreign exchange forward rates.

() ZETEESBMTENAARBIIHBZEEH T
ZHER X 5 4 F Westpac Bank& 2 &K%
TERILIBORKE FE LA HAE L ERIRES
WEEET  WHAAQREREX -

EHINEEHRERNERETR-BRESR

B

REINEEHREBRE ETRIEE RS
ME T NF+AE-ZT—AF AN
3778 8 T LR M R F R R RO TEDRL R
RABEMNRNE P TE » AR EET
HIABTHINEN ERBENBECREE
g o BHIINE S A REBFE L TRAEH
FABETE 5T AR AN FR B K T Ko i HA TR Ry
Byt -
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34. DERIVATIVE FINANCIAL INSTRUMENTS

(continued)
Notes: (continued)

(@)

(continued)
Interest rate swap contracts — cash flow hedge:

Interest rate swap contracts, which start from September
2014 and mature in August 2017, are designated as hedging
instruments in respect of future interest of Westpac Bank
bank’s loans with a floating rate of one-month LIBOR, to hedge
the cash flow change associated with LIBOR’s change during
the period. The balances of interest rate swap contracts vary
with the levels of expected withdrawal of bank loans.

Since the nominal amount of the forward currency contracts
and currency collars match the terms of the construction
payment commitment and the terms of the interest rate swaps
match the terms of the bank loan agreements, the hedged rate
is determined at 1 to 1. The main source of ineffectiveness
include counterparty non-performance risks, which is
considered to be insignificant. As at 31 December 2015, a net
gain of RMB8,388,000 (2014: net loss of RMB8,388,000) was
included in the hedging reserve as follows:

Notes to Financial Statements Bf#& R &R MIzT

34

=

. T

€I BEmw

BRE(48)

(@)

(&)
MEIEHEN - RS REL P

BE_Z-—NFAAERIR_ZT—LFEN
AEIHMF RIS A Q3 EERE—[@A
LIBORA) ¥ 8) F & 71 B KyWestpac BankiRk
TEFRORRMNEBE@EOEHFTA - UH
SFEARNELIBORME S EEMA S REE
B MRBEHANMBERERITERSN
TEHI BUKEm &1t -

HRERIINES DR EBFIE ETROME
BEEERMNREEOER DRSS LA X
19 B IE SRR SR 1T & S 2 M 1§ SR B AR D
B G EREE RET A1 o Y ERE
BEBHRITOATELONRBATER
MEMRAREBEM R-_T—HE+—
B=+—H8 W F5EARS,388,00070
(ZZ=—UF : HEFEARES,388,000
TO) DR AR - ST

2015 2014
—2-5%F —T-mE
RMB’000 RMB’000
ARET T ARBT T
Total fair value losses included FTAS R REEO A
in hedging reserve B4R (21,057) (13,032)
Deferred tax on fair value gain (note 23) DR ERZER
IEIERITE (Mf7E23) 3,732 1,816
Reclassified from other comprehensive income  #¢ £ fth 2 [ U 25 &5 5
and included in construction in progress DEREFTAEZIRZ 23,851 3,387
Deferred tax on transfers to construction in EBERSEREIREDN
progress (note 23) IEIERTE (Mf7E23) (4,989) (659)
Loss transferred in the statement of profit or RIER &R IEmEA
loss due to early termination BmRAOEE 6,851 -
Net gain/(losses) on cash flow hedges BenEiries (&BiE)
HRE 8,388 (8,388)
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34.

35.

DERIVATIVE FINANCIAL INSTRUMENTS 34. TTESEM I Em)

(continued)

Notes: (continued) MizE - (&)

(o) In addition to the above forward currency contracts and (b)) BEMETEEFIANRPIINEEHR

currency collars and interest rate swaps designated as hedging
instruments, the Group has also 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. Net fair value loss on forward currency contracts of
RMB12,444,000 (2014: net fair value gain of RMB17,455,000)
was recognised in other expenses during the year (note
6). Net fair value loss on interest rate forward contracts of
RMB681,000 (2014: RMB2,479,000) was recognised in finance
costs during the year (note 8).

() To manage its price exposure to future purchase of (c)
commodities as raw materials, such as white sugar and
palm oil, 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 year, a net fair value gain of RMB11,986,000 (2014:
net fair value loss of RMB2,766,000) was charged to cost of

EEERE FTRIARF RSN KEE
BAVZHEBANESGHRFNREHE
W UEREERRZSFERER © Z
ER|ENWIHFETHELEFEHRUAR
REFTEEHEEE ABE - REINES
A R o B EIEF A R % 12,444,000
T(ZE—MF : DAEREFEARE
17,455,0007T ) 7 F R HE R TE & b & A (BT
16) NER - FIRRIAENN AR EEIE
FEARBEE81,000(ZF—F : AR
#2,479,0007T ) B A F M 7E B E A AN (KT +E
8) R °

AEBARBERREASRME(Fl0ARE
MIREH) WERER  AEETYZE
HRBEAY AEEBLSERBEES
NRAALEIE MARBENEFEIRIE
HAER - FR - AAEREFEARYE
11,986,000 (= —MF : AR EBEF
%8 AR #2,766,0007T ) B 7£ & R A 31

sales (note 7). R (Bt3E7) ©
LONG TERM PAYABLES 35. RIIENRE
The Group’s long term payables represent the amortised NEBNREEN T IBIEEGREE S ERE
costs of the outstanding instalments payable for the purchase SHEAT N RIBERE KA o B FERASN
of production equipment. The effective interest rate used for ERFRATEFE - ARLANSIEN
the amortisation is the prevailing market interest rate. The T

balances are repayable as follows:

2015 2014
—Z—0fF —ET—OF
RMB’000 RMB’000
AR%TT ARETT

Within 1 year 1FA 70,622 66,828
1to 2 years 1224 45,312 41,305
2 to 5 years 2FE54F 23,087 22,507
Total long term payables REFEIRIB B RE 139,021 130,640
Less: Amount due within one year B ETARBEEREMEN
included in current liabilities SIER)—F N EIBIRUR
under other payables (70,622) (66,828)
68,399 63,812
Certain long term payables are secured by the Group’s ETREENFIBEBLNTESBENYE - BE K

property, plant and equipment (note 15(a)). BABTEEIR (FIFE15()) ©
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36. DEFERRED INCOME 36. ELEWA

Various local government authorities have granted
certain property, plant and equipment to the Group for nil
consideration, have provided finance to the Group for the
purchase of certain property, plant and equipment, and/
or have financed the Group by way of a cash donation with
certain conditions attaching to these cash donations. Both
the property, plant and equipment and grants are recorded
initially at fair value. These grants are initially recorded as
deferred income. The grants relate to certain property, plant
and equipment are amortised to match the depreciation
charge of the property, plant and equipment granted or
purchased in accordance with their estimated useful lives. The
cash donations with unfulfilled conditions or contingencies are
only recognised in profit or loss when the Group satisfied the
attached conditions. Movements of the balances during the
year are as follows:

ZEBTERNEREERNAKERTETY
¥ BELERE UBREBBIARAE
BiRHRE  FAKEBEEETYE  BFE

i UWREBREIBHT ARAAKEIR
HEE(LERSBRMSE THRE) -9
¥ BELERENEBERVBIARARED
fR o WEHB VT RHEBETEA - EE
THWE  BEEREABENMB SRS E
BRRBANYE - BB RREBOTETRN
TR RBEGEAE R F B o KLz
K AV IR A E IR S BRI R
BN IR B2 B PP A O (R (RS FE R 25 AU
R o FRZBEHRNESHIT

2015 2014

—E—HF —ZE—F

RMB’000 RMB’000

AR¥T ARET T

At beginning of year £ 294,014 219,715
Received during the year F Y ER 137,693 94,788
Disposal of a subsidiary (note 46) BE TR (HE46) (50,000) -
Amortisation during the year (note 5) F R (HIEE5) (32,939) (20,489)
At end of year FR 348,768 294,014
Current portion BNEAER > 45,652 23,537
Non-current portion JERNEAEE 303,116 270,477

348,768 294,014
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37. OTHER NON-CURRENT FINANCIAL
LIABILITIES

37. HtERBEMERE

2015 2014
—E-hfF —ZT—EF
RMB’000 RMB’000
AREFIT
Present value of contingent FZEBE HEERNIA
considerations arising from REMIRE
business combinations (a) - 137,199
Present value of considerations TR —F 1B TR ER
arising from business combinations & @& 4 2 X (BIE
to be paid beyond one year (b) 9,451 8,901
Present value of redemption amount  A] G2 Uk B8 AT i & FEHE AR
for potential acquisition of puttable MRz BR &5
non-controlling interests IRE (c)/(d) 2,634,485 2,192,641
2,643,936 2,338,741
Notes: PIsE :
(@) The fair value of the contingent consideration of @ ELfBASFELBARIBRERFIAAR

RMB150,000,000 arising from the Group’s acquisition of Oushi
Mengniu (Inner Mongolia) Dairy Products Co., Ltd. (“Oushi
Mengniu”) was RMB120,131,000 at the acquisition date of 1
January 2013 and was remeasured to RMB145,022,000 as
at 31 December 2015 (2014: RMB137,199,000).The above
contingent consideration would only be paid when the Group’s
milk powder business meets certain performance targets.

On 31 December 2015, Inner Mongolia Mengniu and Arla
Foods Amba (“Arla”) entered into an agreement according
to which, Arla waived its right of receiving an amount of
RMB100,000,000 out of the contingent consideration of
RMB150,000,000, in order to receive the remaining amount of
RMB50,000,000 immediately although the Group still had not
met the before mentioned performance targets. Accordingly
the related amount of RMB50,000,000 has been reclassified to
other payables and accruals.

As a result, Inner Mongolia Mengniu derecognised the present
value of the contingent consideration of RMB100,000,000,
which was RMB95,022,000 and recognised a gain in the
consolidated statement of profit or loss during the year.

MAREEAR(BERSE]) Z2RAR
8 A R # 150,000,000 7T 7 U & B 827 (B
TE-—=F—A—-R)ZAREABARE
120,131,000t * ¥R =_ZE—AHF+ A
—t—BEHFHE A ARE145,022,0007T
—ZF—UF : AR¥137,199,0007T) ° L
MKARBERATNEENTNEBEES
FREBEEX -

R-ZE—HE+_A=+—H AER
4 X Arla Foods Amba ([ Arla | ) 5] 32 —
B Bl AdaEERZARE
150,000,000 7T sk A (X {8 R Y B A R #&
100,000,000 7T &9 #& ) + LA Bl B Uy B 84 58
AR #50,000,0007T * REAEERE
EEAKRBEZR - At - BESEARE
50,000,000 E, E £ 5 8 & H fth FE 1 508 &
TEIREA -

Mt AREREREBERZARE
100,000,000 TR AR ERIRME - BTAR
#95,022,0007C * YR FRELHFEBEE
NAER—TE M -
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37. OTHER NON-CURRENT FINANCIAL
LIABILITIES (continued)

Notes: (continued)

(o)

The fair value of the considerations with the principal amount
of RMB10,000,000 (2014: RMB10,000,000) to be paid beyond
one year arising from the Group’s acquisition of Oushi Mengniu
at the acquisition date is remeasured to RMB9,451,000 as at
31 December 2015 (2014: RMB8,901,000).

According to the equity purchase agreement entered
into among the Group, Junlebao and the non-controlling
shareholders of Junlebao, 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 the 49% equity interest in
Junlebao after 2016. At 31 December 2015, the Group
derecognised the carrying amount of non-controlling interests
of RMB478,814,000 (2014: RMB384,460,000) and recognised
a financial liability at the present value of the amount payable
upon exercise of the option of RMB683,147,000 (2014:
RMB591,470,000) and accounted for the difference in equity.

Under the equity joint venture contract entered into between
Inner Mongolia Mengniu and Danone Asia Pte Ltd. (“Danone”)
dated 9 August 2013, an option was granted to Danone to
terminate the equity joint venture contract and sell the entire
Danone’s stake 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 31 December 2015, the Group
derecognised a non-controlling interest of RMB550,112,000
(2014: RMB502,323,000) and a financial liability at the fair value
of RMB1,951,338,000 (2014: RMB1,601,171,000) payable
upon exercise of the option and accounted for the difference in
equity.

Notes to Financial Statements B # R R M=

7. A FERB SR E B

Bt -

(o)

(&)

RZEBE—RFE+_A=+—0 BAFXEEH
WIEBHREMBER —FEIN 2RS35
AR®10,000,0007t ((ZZF—HF : AR
#10,000,00070) 2 R (B E’\Hﬁlﬁﬁﬁﬁﬂ/&fﬁﬁ
BEFFEAAREA451,000L( =T —
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38. SHARE CAPITAL 38. 4
2015 2014
—E—hfF —E—MF
RMB’000 RMB’000
ARET T AREFIT
Authorised: VERE
Ordinary shares of HK$0.1 each SRAEEC B TA TR 319,235 319,235
Number of
ordinary shares
ZEREE
’000 RMB’000
T AREFTT
Issued and fully paid: BETRERE
At 1 January 2015 R-ZE—RF—HF—H 1,958,591 196,246
Shares issued under the equity- TRIE ARD AT RO BB AR
settled share option scheme TR TTIR D (a) 4,094 329
Bonus issue BITALR (c) 1,961,292 160,687
At 31 December 2015 RZZE—RHF
+=-A=+—8 3,923,977 357,262
Number of
ordinary shares
EZiEREE
’000 RMB’000
T 8% AREFTT
Issued and fully paid: EEITRAR
At 1 January 2014 RZE—NFE—AF—H 1,835,263 186,476
Shares issued under the equity- RIBE AR AT A
settled share option scheme IEAR AT BB TR D (@) 2,092 166
New share subscription and issuance —#7% () 228 & 31T (o) 121,236 9,604
At 31 December 2014 RZT—MF
+—-—A=+—H 1,958,591 196,246
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38- SHARE CAPITAL (continued)

Notes:

39.

(@)

Details of the Company’s share option scheme and the share
options issued under the scheme are included in note 41 to the
financial statements.

During 2014, the company issued and allotted 121,236,357
shares to COFCO Dairy Investments Limited, for a total
consideration of HK$5,152,545,000.

On 30 October 2015, an aggregate of 1,961,292,388 bonus
shares were issued by the Company on the basis of one share
for every one existing share held as of 19 October 2015.

OTHER RESERVES

The movements of the Group’s reserves and the movements
therein for the current and prior years are presented in
the consolidated statement of changes in equity on pages
105 to 106 of the financial statements.

(a)

During October 2014, Yashili, China Mengniu
International Company Limited. (“Mengniu International”)
and Danone Asia Baby Nutrition Pte. Ltd. (“Danone
Asia”) entered into a subscription agreement pursuant
to which, among other things, Danone Asia has
conditionally agreed to subscribe for and Yashili has
conditionally agreed to allot and issue 1,186,390,074
subscription shares (representing approximately 25%
of the entire issued share capital of Yashili as enlarged
by the allotment) at the subscription price of HK$3.70
per subscription share. On 12 February 2015, the
conditions precedents of the subscription agreement
were fulfilled and the allotment had completed. As a
result, the interests of the Company in Yashili (through
its shareholding interests in Mengniu International) were
diluted from approximately 68.02% to approximately
51.01% without loss of control. The deemed disposal
was accounted for as an equity transaction, and as
a consequence the difference of RMB961,804,000
between the amount by which the non-controlling
interests was adjusted and the fair value of the
consideration received was recognised directly in equity
as a reserve.
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39- OTHER RESERVES (continued) 39- E{‘&Fﬁ{ﬁ(%)

On 31 December 2014, China Dairy (Mauritius) Limited,
a wholly-owned subsidiary of the Company, entered
into an equity interest transfer agreement to acquire an
approximately 6.6862% equity interest in Inner Mongolia
Mengniu from the sellers at an aggregate consideration
of approximately RMB2,505,732,000 in form of cash
within 10 business days of the obtaining of the approval
of the Ministry of Commerce of the PRC. On 26 January
2015, the transaction was completed and the Company
is now interested in directly and indirectly through China
Dairy (Mauritius) Ltd., an approximately 99.9775%
shareholding interest in Inner Mongolia Mengniu.
This acquisition was accounted for as an equity
transaction, and as a consequence the difference of
RMB1,890,606,000, representing the amount of the fair
value of the consideration over the amount by which the
non-controlling interests adjusted, was charged directly
in equity.

Junlebao, an indirectly-owned subsidiary of the
Company, entered into an equity interest transfer
agreement to acquire an approximately 48.7784%
equity interest in Baoding Junlebao Dairy Co., Ltd.
(“Baoding Junlebao”) from an independent third party.
On 18 January 2015, the transaction was completed,
which resulted in the increase of Junlebao’s interest
in Baoding Junlebao from 50.92% to 99.70%. This
acquisition was accounted for as an equity transaction,
and as a consequence the difference of RMB5,187,000,
representing the amount of non-controlling interests
adjusted, over the fair value of the consideration paid,
was credited directly in equity.

On 16 November 2015, Inner Mongolia Mengniu
disposed a 100% equity interest in Oushi Mengniu
to Yashili International. The disposal was a common
control business combination and was accounted for as
an equity transaction. As the interests of the Company
in Yashili International and Inner Mongolia Mengniu
were 51.01% and 99.9775%, respectively, the disposal
resulted in the Company’s equity interest in Oushi
Mengniu decreasing from 99.9775% to 51.01% without
loss of control. As a consequence, the difference
RMB307,558,000 between the amount by which the
non-controlling interests was adjusted and the fair value
of the consideration was recognised directly in equity as
a reserve.

RZFE—NFE+=—A=+—080 " 4A2Q
7] & & ¥/~ a)China Dairy (Mauritius)
LimitedRT M IR #EEE Wik - AE S
W RN EKF#)6.6862% 1 - I]R&
RES £ A ARM2505,732,000
7L BN EER G BRIt
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Limited @B NE K 4F4199.9775%
feiE - BEKBTARERS i)
it AR #1,890,606,000 7T 2 %= 8
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39. OTHER RESERVES (continued)

(d)

(e)

(f)

Notes to Financial Statements B # R R M=

Under the equity joint venture contract entered into (d)
between Inner Mongolia Mengniu and Danone dated
9 August 2013, Danone injected additional capital
to Inner Mongolia Mengniu Danone Dairy Co., Ltd.
(“Mengniu Danone”) during 2014, which resulted
in the Group’s equity interest in Mengniu Danone
decreasing from 100% to 80% without loss of control.
As a consequence, the excess of the amount of
capital injected by Danone over its interest in Mengniu
Danone’s net assets, which was approximately
RMB1,119,937,000, was recognised directly in equity as
a reserve.

The balance of the contributed surplus of the Group (e)
represents the difference between the nominal value of
the share capital of the subsidiaries acquired pursuant
to the group reorganisation scheme on 14 May 2004
to rationalise the structure of the Group in preparation
for the public listing of the Company’s shares on the
Hong Kong Stock Exchange over the nominal value

of the shares of the Company issued in exchange
therefor. An amount of RMB27,343,000 previously
recognised in contributed surplus, representing the
excess of the amount of capital injected by the non-
controlling shareholder over its additional interest in the
subsidiary’s net assets attributable to the Company’s
owners, was reclassified to equity transaction reserve
during the year.

In accordance with the relevant PRC laws and (f)
regulations, the PRC domestic companies are required

to transfer 10% of their profit after income tax, as

determined under the PRC accounting standards and

financial regulations, to the statutory common reserve.

Subject to certain restrictions as set out in the relevant

PRC laws and regulations, the statutory common

reserve may be used to offset against the accumulated

losses, if any.
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40. MAJOR NON-CASH TRANSACTIONS

41.

During 2015, the Group purchased property, plant
and equipment by means of long term payables with a
total contractual amount and a total amortised cost of
approximately RMB83,902,000 (2014: RMB42,058,000) and
RMB87,835,000 (2014: RMB39,822,000), respectively.

SHARE OPTION SCHEME

The Company operates a share option scheme (the “Share
Option Scheme”) for the purpose of providing incentives and
rewards to eligible participants who contribute to the success
of the Group’s operations. Eligible participants of the Share
Option Scheme include the Company’s directors, including
independent non-executive directors, other employees of
the Group, suppliers of goods or services to the Group,
customers and any person or entity that provides research,
development or technological support to the Group. The
Share Option Scheme became effective on 28 June 2005
and, unless otherwise cancelled or amended, will remain in
force for 10 years from that date.

The maximum number of shares in respect of share options
currently permitted to be granted under the Share Option
Scheme is an amount equivalent, upon their exercise,
to 10% of the total number of shares of the Company in
issue as at the date of approval and adoption of the Share
Option Scheme provided that the Group may at any time
seek approval from its shareholders to refresh the limit to
10% of the shares in issue as at the date of approval by
the shareholders in a general meeting where such limit is
refreshed. The maximum number of shares issuable under
share options to each eligible participant in the Share Option
Scheme within any 12-month period is limited to 1% of the
total shares of the Company in issue at any time. Any further
grant of share options in excess of these limits is subject to
shareholders’ approval in a general meeting.

40. EXRFRERF
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41. SHARE OPTION SCHEME (continued)

Share options granted to a director, chief executive or
substantial shareholder of the Company, or to any of
their associates, are subject to approval in advance by
the independent non-executive directors. In addition, any
share options granted to a substantial shareholder or an
independent non-executive director of the Company, or
to any of their associates, in excess of 0.1% of the shares
of the Company in issue at any time or with an aggregate
value (based on the closing price of the Company’s shares
at the date of grant) in excess of HK$5,000,000, within any
12-month period, are subject to shareholders’ approval in
advance in a general meeting.

The offer of a grant of share options may be accepted within
20 business days from the date of offer, upon payment of a
consideration of HK$1 in total by the grantee. The exercise
period of the share options granted is determinable by the
directors, and commences after a certain vesting period and
ends on a date which is not later than seven years from the
date of offer of the share options or the expiry date of the
Share Option Scheme, if earlier.

The exercise price of share options is determinable by the
directors, but may not be less than the highest of (i) The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”)
closing price of the Company’s shares on the offer date of the
share options; (ii) the average Stock Exchange closing price of
the Company’s shares for the five business days immediately
preceding the offer date; and (iii) the nominal value of the
shares.

Share options do not confer rights on the holders to dividends
or to vote at shareholders’ meetings.
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41. SHARE OPTION SCHEME (continueq) 41. BREE )
Particulars of outstanding share options i ARITEERERES

Exercise period of

share options Exercise price Weighted average fair value
Date of grant (both dates inclusive) per share option (note e) per share option
BRENTESNRD BHBRED BHBRED
BHAH (BfFER™A) TEE(Kzte) MERHARE
(HKS) (HK9) (HK9) (HK$)
(B7) (B7) (B7) (B)
Before After Before After

bonus issue bonus issue bonus issue  bonus issue

BATALE A BITAR®R BATALRA BITAR®E

18 August 2008 18 August 2010 to

17 August 2014

(note a) 22.03 11.02 7.60 3.80
—EENENATNR —Z-ZF/\A+NR

E_T-F

NA+LH

(Fff3ta)

23 November 2009 23 November 2011 to

22 November 2015

(note b) 24.40 12.20 8.50 4.25
ZEENF+—A=1+=R —T——F

+—A=-t=H%

—T-nF

+—B=+=H

(PFif3EDb)

6 December 2010 6 December 2012 to

5 December 2016

(note ¢) 22.80 11.40 7.25 3.63
—ET-TF+-AH —ET——F+-AXH

BEE—RE

+—-ARH

(BfsEe)

10 October 2011 10 October 2015 to

9 October 2018

(note d) 2410 12.05 8.37 4.19
—E—%+A+H “E-RFETATHE

“E-N\F+ANA

(PFid3Ed)
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41. SHARE OPTION SCHEME (continued)

Particulars of outstanding share options (continued)

(@)

The share options will be vested in two equal batches
with 50% of the share options vesting on the second
and third anniversaries of the date of grant. In addition,
the share options will only be vested if and when the
pre-set performance targets of the Group, the division
of the grantee and the grantee are achieved. Unless all
of these targets are met, the share options will lapse.

The share options will be vested in three batches with
20%, 40% and 40% of the share options vesting on,
respectively, the second, third and fourth anniversaries
of the date of the grant. In addition, the share options
will only be vested if and when the pre-set performance
targets of the Group, the division of the grantee and the
grantee are achieved. Unless all of these targets are
met, the share options will lapse.

Out of the 89,025,000 share options granted in
aggregate, 20,116,500 share options were granted
in exchange for and replacement of the outstanding
share options previously granted on 9 November 2007
to better achieve the objectives of the Share Option
Scheme (the “Replacement”).

The share options will be vested in three batches with
20%, 40% and 40% of the share options granted
vesting on, respectively, the second, third and fourth
anniversaries of the date of the grant. In addition, the
share options will only be vested if and when the pre-
set performance targets of the Group, the division of
the grantee and the grantee are achieved. Unless all of
these targets are met, the share options will lapse.

The share options will be vested in two equal batches
with 50% of the share options granted vesting on the
fourth and fifth anniversaries of the date of grant. In
addition, the share options will only be vested if and
when the pre-set performance targets of the Group, the
division of the grantee and the grantee are achieved.
Unless all of these targets are met, the share options
will lapse.
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41. SHARE OPTION SCHEME (continued)

Particulars of outstanding share options (continueq)

(e)

The exercise price per share option was the average
closing share price for the five business days
immediately preceding the grant date or the closing
price of the shares on the grant date.

As at 30 October 2015, bonus shares were issued by
the Company on the basis of one share for every one
existing share held as of 19 October 2015. As a result,
the exercise price per share option was adjusted.

Except for the options granted on 10 October 2011,
which have a contractual life of seven years, the
contractual life of the above options granted is six years.

All the above options granted have no cash alternatives.

41. BBRETTE )
i) AR 1T fE B B RE R AR (40

C

BOBRENTEEDEZR LAY
A T8 %% % B B P B iy e B eix
th B BB T (E

RZZB—hF+HA=1TH AR
R-ZF-—RF+ATNLAEERAE K
BB BT RO EEREITA

W B SRERENTEED
A

BRTR-_Z——FTATERENE
BEANFHRLFIN  ERMAEH
BRENSHNFHRAF

LRAEREOBRES Y EREERM

Movements of outstanding share options HARITERREST
2015 —E—RE
Lapsed/ Exercisable
As at Granted Exercised Forfeited expired As at at
1 January during Bonus during during during 31 December 31 December
2015 the year issue the year the year the year 2015 2015
R=2-1%
i t=A
RZ%-1% 30 =t-A
Date of grant Rt -B-H ROUR Cigd
18 August 2008 ZEEN\FNATR - - - = o - - -
23November 2009  —ZZNF
t-A=1=H 2,302,524 - 401,227 (2,701,935) - (1,816) - -
6December 2010 —E-EF+-ARH 826,000 - 28,000 (856,000) - - - -
10 October 2011 “Z——F1fA1H 38,600,000 - 20,867,859 (536,036) - (17,732,141) 41,199,682 9,499,682
Total a5t 41,730,524 - 21,297,086 (4,093,971) - (17,783,957) 41,199,682 9,499,682
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41. SHARE OPTION SCHEME (continued) 41. Eﬁﬂﬁ%ﬁ%ﬂ(ﬁ‘g)
Movements of outstanding share options (continued) i ARITEBRES S (&)
2014 —EpE

Lapsed/ Exercisable
As at Granted Exercised Forfeited expired As at at
1 January during during during during 31 December 31 December
2014 the year the year the year the year 2014 2014
RZZ-IE
R-F-mF T-A
RZZ-IF R | =t-H
Date of grant KA —A—-H FERRH ENIE FRRN KN ER =t+-H w1
18 August 2008 ZEE\ENAT/\B 382,303 = (382,292) - (11) - -
23November 2009  —EENFT-A=T+=H 3,692,252 - (1,348995) - (40,733) 2302524 2,302,524
6 December 2010 S /= 1,188,000 = (360,000) = = 828,000 828,000
10 October 2011 —F——F1TATH 44,100,000 = = - (5,500,000) 38,600,000 =
Total @it 49,362,565 - (2,091,287) - (5,540,744) 41,730,524 3,130,524

Subsequent to the end of the reporting period, out of the total
outstanding share options of 41,199,682 (2014 41,730,524)
as at 31 December 2015, 31,700,000 (2014: 17,208,463)
share options had lapsed due to the unfulfilment of vesting
conditions.

The Group reversed an expense of RMB69,359,000 (2014:
RMB46,935,000) relating to the share options lapsed due to
the unfulfiment of vesting conditions under the Share Option
Scheme in 2015 (note 7 and note 9).

The 4,093,971 share options (2014: 2,091,287) exercised
during the year resulted in the issue of 4,093,971 (2014:
2,091,287) ordinary shares of the Company and new share
capital of RMB329,000 (2014: RMB166,000) and share
premium of RMB64,771,000 (2014: RMB39,130,000), as
further detailed in note 38 to the financial statements. The
weighted average share price at the date of exercise of these
options was HK$18.44 (2014: HK$38.14).

At the end of the reporting period, the Company had 9,499,682
(2014: 3,130,524) vested share options outstanding under the
Share Option Scheme. The exercise in full of the remaining
share options would, under the present capital structure of the
Company, result in the issue of 9,499,682 (2014: 3,130,524)
additional ordinary shares of the Company and additional
share capital of RMB796,000 (2014: RMB247,000) and share
premium of RMB95,106,000 (2014: RMB58,966,000) (before
isSsue expenses).

R-E—AFE+-_RA=+—B M BRgEe:t
41,199,682 17 ( =& — 0 &F : 41,730,524 13 )
R E AP - 31,700,00010 ( —Z & — P04
17,208,46317 ) A AR Z B SR B I i RS HAR &
K o

RZE—RF » AEBEED A BERERREE
BT BRI AERT 8118 T /9 53 B 1K 1 T 2K |y 58
T AR®69,359,000L (=T —HF : ARM
46,935,0007T) (FsE7 %9) °

4,093,971 ( —Z—PU4E : 2,091,28717 ) B I 4
RERTTE - BmE3174,003,971% (= F —Y
F 12,001,287 A RE LRI - EEFHRAR
AR 329,000t (ZF—WHF : AR 166,000
TT) o IR HE ARE64,771,000T (—F — 1
F: AR¥39,130,0007T) * FIEE M B TSR
7138 - ZEHEMEITE B INEFHIRE A18.44
B (ZE—F : 38.14%87T) °

RMEHFR - AR FIH£E9,499,682(% (—ZF —Y
F 13,130,524 17 ) R EFE B THEEB R
ITEBRE - WADRIREEZRALE 28T
157 1) 84 < B IR 4 1S S| BUEE HNEE 979,499,682 (=
T —PO4F : 3,130,524 %) AN R R E @A R AR
796,0007C( = —M4F : AR¥247,0007T) B
A& AN AR#95,106,0007C( — 2 — M4 : AR
58,966,0007T ) 173 (B (F0BR 1T E AT ©
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42. SHARE AWARD SCHEME 42, RERETE

The share award scheme of the Company was adopted by
the board on 26 March 2013 (the “Adoption Date”). The
purpose of the share award scheme is to provide an incentive
to encourage the participants for the continual operation and
development of the Group.

Subject to the terms of the share award scheme and the
Listing Rules, the board may at any time make an offer to
any eligible person it may in its absolute discretion select to
accept the grant of an award over such a number of shares
as it may determine (the “Participants”). Existing shares of
the Company will be purchased by an independent trustee
(the “Trustee”) of the share award scheme from the market
out of cash contributed by the Group and be held in trust for
the relevant Participants until such shares are vested with the
relevant Participants in accordance with the provisions of the
share award scheme. The shares of the Company granted
and held by the trustee until vesting are referred to as the
treasury shares and each treasury share shall represent one
ordinary share of the Company.

No shares shall be purchased pursuant to the share award
scheme, nor any amounts paid to the Trustee for the
purpose of making such a purchase, if as a result of such
purchase, the number of shares administered under the
share award scheme shall exceed 5% of the issued capital
of the Company. The maximum number of treasury shares
which may be granted to a Participant at any one time or in
aggregate may not exceed 0.5% of the issued capital of the
Company at the Adoption Date.

Subject to any early termination as may be determined by the
board, the share award scheme shall be valid and effective for
a period of 5 years commencing on the Adoption Date.

ARAREEBAIN_FT—=F=H
“HARBRRERDEE=ZERS - KR
RE)FEEERB2RELEB A EENL
ERBERIFELER -

REBRRZREGRELTRY  EFE
AR ERALERELN  BHAE
BRALTHEEEZRETSRER L 2GR
B BE 2 KR ([28%E]) - REEEEE
ZBIZFEATZEADAREELER
BeRNmE LBEARRREGRND - RIAE
APARBBEL2EERE  EERZFEMHIR
BEREEBEZGXEBNABE2EES
k- EREMHEFTARAEERBZAR
ARMEREFRD - ME&EFRNEIEAR

AR IR -

BERMBIEARZREAZEEE  TE
ASEFEASMNERAFEAELHEEEE - i
REREE - BUE AR EZR ST EMK
MBBBERNRARD HEITRAZ5% @ RE
AREARER TE-2RENBFREHE
FRFABIFHEERMNAARRRCELT
PR 20.5% °

XEREFGRRETE EARERIL - IR
EREF BRI RA B RE AFHRAR—
BEARRAER -
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42. SHARE AWARD SCHEME (continueaq) 42. RERBHE @
Particulars and movements of share award BRERBGTEGFEREE
scheme
2015 —E-hfF
As at
Asat  Granted Vesting Forfeited 3
1 January during during Bonus during  December
Notes Fair value per share 2015 year  theyear issue  theyear 2015
R
R -1
%-1f t2A
iE SRARE -A-H Bk AR =t-B
(HKS) (HKS)
(m) (%7)
Before Agter
bonus bonus
issue issue
Date of grant fitul=k ROARA RUARA
26 April 2013 “E-=EMACtAA (a) 21.65 1083 7,409,800 - (1,228,0000 6,181,800 (3,018,000 9,345,600
17 April 2014 “F-R¥NATLA (b) 40.95 2048 6,055,000 - (6,055,000) - - -
2 April 2015 “5-RFMAZH © 40.10 20.05 - 8725000 - 8725000 (13,711,790) 3,738,210
13,464,800 8,725,000 (7,283,000 14,906,800 16,729,790 13,083,810
2014 —ZE—mEF
As at Vesting Forfeited As at
Fair value 1 January Granted during during 31 December
Notes per share 2014 during year the year the year 2014
i 3
M TZA
WdE  BRAAGE —R—H FEREH ENBE EREl =t+-A
(HKS)
Date of grant Rt A (#7)
26 April 2013 ZE-=fNmA=1A (@) 2165 17,569,400 - 10,159,600 - 7,409,800
17 April 2014 ZE-MERATEA ) 40.95 - 6,055,000 - - 6,055,000
17,569,400 6,055,000 10,159,600 - 13,464,800
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42. SHARE AWARD SCHEME (continued)
Particulars and movements of share award scheme

(continued)
Notes:

(@)

On 26 April 2013, a total number of 17,569,400 treasury
shares, representing 0.99% of the issued capital of the
Company as at the Adoption Date, were granted to the
Participants. Out of the total shares granted, 8,425,800
treasury shares were granted to the Chief Executive Officer,
who is also an executive Director of the Company, which would
vest in five tranches each on the first, second, third, fourth
and fifth anniversaries of the Grant Date in accordance with
certain vesting conditions (including the Group’s performance
targets), subject to the publication of the full-year results of the
Company for the financial years ending 31 December 2013,
2014, 2015, 2016 and 2017. The grant of the treasury shares
to other directors, senior management, heads of departments
and other employees of the Group would vest in full on 31
March 2014 in accordance with the vesting conditions (including
the Group’s performance targets), subject to the publication of
the full-year results of the Company for the financial year ended
31 December 2013.

On 17 April 2014, the Company further granted 6,055,000
shares under share award scheme to the Participants,
representing approximately 0.34% of the issued share capital
of the Company as at the Adoption Date. This batch of treasury
shares would vest in full by 30 April 2015 in accordance with
the vesting conditions (which include the Group’s performance
targets in 2014), subject to the publication of the full-year
results of the Company for the financial year ended 31
December 2014.

On 2 April 2015, the Company further granted 8,725,000
shares under share award scheme to the Participants,
representing approximately 0.49% of the issued share capital
of the Company as at the Adoption Date. Out of the total
shares granted, 2,472,700 shares would vest in three tranches
each on the first, second and third anniversaries of the grant
date in accordance with the vesting conditions (including the
Group’s performance targets) subject to the publication of
the full-year results of the Company for the financial years
ending 31 December 2015, 2016 and 2017, respectively.
The shares granted to other directors, senior management,
heads of departments and other employees of the Group shall
vest in full on 31 March 2016 in accordance with the vesting
conditions (including the Group’s performance targets) subject
to the publication of the full-year results of the Company for the
financial year ended 31 December 2015.

42, RERETE @)
RERBTEIFERES

(%)

it

(a)

R-ZZT—=FWA=-+X8  KAFMAZ
BERHA H17,569,400 L EFALHD - 15
AR BIRERAN B 8 2 B 31T AR0.99% » 1A
BRI @ER - 8,425,800/ E 17 (7
TR TFER(TRARRBNTES) » %5
RO ERES THEBET(BIERAERRKE
BiZ) r »AE#AEE - mEEEHS 5
AEFERSPEE— = = HEARE
RBF  WEAFARARHEE-Z—=4
—E—NF - - ZFT—RHF ZE-RFR
T +tF+ A=+ —HITHREET
BRFEEE  AOEE -  MAEEEM
B SAEEAE  BMEEREME
BREZEFRG - RESBEG(BIELR
EEXRBARIR-_E—NFEF=A=+—
HEXRERE BARFAARREE-Z
—ZF+ A=+ BHLBBFEEFEE
HEER  HAIEE -

RZZ—MFEMA+EA  ARRRERK
EHRENETEE — PR EE K 16,055,000
BEAR (D - B AR R RERMA A H 2 B BT
AK#)0.34% o ZHLEFIRD B IRIEF B 1K
H(EBEREAEERN _E—NE2XRAE
Z) RZE—AFNA=THARERE
WEFEARARRBEE-_T—NE+_A
“t+—BULYREFETEEEEEER - H
AR .

RZZE—RAEMNA-H  ALAFRERE
HENFHEIE — P m R HEE KT 8,725000
A (RARBIREMBE 2 B 81T
EA#0.49% - RER TR GHEESP -
2,472,700 B2 15 (HE IR 15 B2 B IR 14 (B B
SBERK[EE) =AM REE  MEB
Afs R AEEREAESE— —K=@
RF  WEASARRRBE=-Z—R2F
—BE—RXERE—+tHF+-_A=+—H
IEHBEEDRTIRE2FEEER - HAE
BE-DHASEHEMES "RREEA
8 HMEEREMEERL ZBM IR
ERBEKG(BEASERREE) BR
—TE-RNEZA=Z1+ " BXEEBE - KA
BARRARARBE_ZT—RAF+_A=1+—
ALEFBRERETREFEEE  FAEE -
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42. SHARE AWARD SCHEME (continued) 42. Hﬁ%ﬁ@]ﬂ%ﬂ(ﬁg)

During the year, 16,729,790 shares (after bonus shares issue)
were lapsed due to the unfulfilment of vesting condition under
the share award scheme in 2015.

The fair value of the shares granted was calculated based on
the market prices of the Company’s shares at the respective
grant dates. No dividend will be considered. The fair value
of the shares granted during the year was HK$40.10 (2014:
HK$40.95) per share before bonus issue. The Group
recognised an expenses relating to the share award scheme
of approximately RMB91,724,000 (2014: RMB219,434,000)
in the consolidated statement of profit or loss during the year.

During the year, the Company acquired 5,447,000 of the
Company’s shares (2014: 12,7883,000) through purchases
on the market under the share award scheme. The total
amount paid to acquire the shares during the year was
HK$166,807,000, equivalent to RMB135,535,000 (2014:
RMB361,341,000).

During the year, 7,283,000 (2014: 10,159,600) shares with a
total amount of RMB208,848,000 (2014: RMB266,387,000)
were vested and exercised under the share award scheme,
resulting in the transfer out of RMB218,197,000 (2014:
RMB174,590,000) from the share award reserve, with the
difference of RMB9,349,000 (2014: RMB91,797,000) credited
(2014: debited) to share premium account. The weighted
average share price at the date of exercise of these shares
was HK$36.34 (2014: HK$32.14).

FA - $£16,729, 790 A% 1D (AL ik 217148 ) A
REN T —RFENEDREZEEAEINE
B -

EREROD 2 ARE - TIEREQFRMHN
EERLBBoMERE - BRI ERK
B o REITALRAT - FARBZBMD 2 AR
B BER4010BT(ZF—MHF : 40.95
BIL) c BN AKRBERGEABRERY
TR R A2 E AT 2T A A R 91,724,000
TT(ZZE—F :« ARM219,434,0007T) °

FR - ARAREBRZEREEEBMS
BB AR 75,447,000 ( — & — M 4 -
12,783,0008% ) i 10 - FAHE B Z ER MK
B X4 5 AH A5166,807,0008 7T © HE
M ARY135,5635,0000 (=2 —HF : AR
#361,341,0007T) °

FR - AR A AR 208,848,000 7T ( =
T —OF . AR ¥ 266,387,000 7T ) &
7,283,0008% 815 (= Z—PH4F : 10,159,600
BRIEREREZREAERE RITE
BEYERERBHEHEELARBARYE
218,197,000 L (Z T — I F : ARK
174,590,0007T) + =& A R #9,349,0007C
—ZT—UfF : AR¥91,797,0007T)EFEEA
B B AR (20144F « B RERNG) -
ZERMDITE R BRI TSR E R36.34
BEIL(ZZT—PU4F : 32148 7T) °
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43. PARTLY-OWNED SUBSIDIARIES 43. BFEERFERRREZNIB S
WITH MATERIAL NON-CONTROLLING BEFAT
INTERESTS
Details of the Group’s subsidiaries that have material AEBESE ARG EESZN TN
non-controlling interests are set out below: HIFmT

2015
—E-—AF

RMB’000
AR®BT T

Percentage of equity interest held by non-controlling  FE3ZRRRAR R E=FF A K

interests: REBDL
Yashili L F 48.96%
Profit for the year allocated to non-controlling interests: FEZEARAS R EZ D IERFRFE
Yashili T+ F 21,986
Dividends paid to non-controlling interests: TR IR R R AR S, -
Yashili T+ F 36,494
Accumulated balances of non-controlling interest at the 7 #R45 B EAZE1E AR A% SR 2 &Y
reporting dates: i
Yashili L F 4,029,714
2014
—T—pusE
RMB’000
ARKETTT
Percentage of equity interest held by non-controlling  FE4ZE AR AS SR 2545 A RORR 2
interests: B
Inner Mongolia Mengniu NEEEE 6.71%
Yashili HLEF 31.95%
Profit for the year allocated to non-controlling FEIE MRS R AE RS D B FF A
interests: FIE -
Inner Mongolia Mengniu AEETE 151,589
Yashili e+ FI 58,780
Dividends paid to non-controlling interests: TR IR R AR S, -
Inner Mongolia Mengniu NEETE =
Yashili HLEF 31,174
Accumulated balances of non-controlling interest at 7 #R45 B EAZEIE AR AR SR iz &Y
the reporting dates: REHERR
Inner Mongolia Mengniu NEEES 616,639

Yashili FELF 1,602,980
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43. PARTLY-OWNED SUBSIDIARIES 43. BEERFERBRREZNB D
WITH MATERIAL NON-CONTROLLING BEFAR@m
INTERESTS (continued)
The following tables illustrate the summarised financial TRIR it F AT HESRRBI FEE R} o PTIE
information of the above subsidiaries. The amounts disclosed Bo@BEATHERNEEANRRIMAEE

are before any inter-company eliminations:

2015 —B-HF

Yashili

e+ R

RMB’000

ARYET T

Revenue WA 2,761,571
Total expenses S 4258 (2,643,315)
Profit for the year REFE 118,256
Other comprehensive income for the year AFE M2 E WS 71,354
Total comprehensive income for the year FEIERGERE 189,610
Current assets MENEE 5,041,729
Non-current assets ERBEE 2,621,960
Current liabilities mENBE 1,674,798
Non-current liabilities ERBAE 8,249
Net cash flows from operating activities LEEBEENRSRFE 80,032
Net cash flows used in investing activities KEEBMARNRE TR (1,726,751)
Net cash flows from financing activities RMEEHEANB SR FEE 2,711,686

Effect of exchange rate changes on cash and fEXHIRE RIRESEEDH
cash equivalents o 2,721

Net increase in cash and cash equivalents ReRBSZEYILINFE 1,067,688
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43. PARTLY-OWNED SUBSIDIARIES 43. BEERFERBRAERAIELS
WITH MATERIAL NON-CONTROLLING BAEF 8@
INTERESTS (continued)
2014 —E—-NE
Inner Mongolia
Mengniu Yashili
NER HELF
RMB’000 RMB’000
ARETT ARETT
Revenue WA 47,231,815 2,816,434
Total expenses X 4858 (44,670,290) (2,667,605)
Profit for the year ARFH)E 2,561,525 248,829
Other comprehensive income for the year ARG H b 2 E U S (81,750) (53,698)
Total comprehensive income for the year FE2EMWFARE 2,479,775 195,131
Current assets mENEE 15,587,837 3,181,037
Non-current assets ERHEE 14,424,099 1,747,630
Current liabilities mEaE 11,336,744 1,110,892
Non-current liabilities ERHBE 5,943,646 644,013
Net cash flows from operating activities KB ESEANE SR FEE 2,874,712 315,276
Net cash flows used in investing activites & & /ESFTARIE &5 F58 (5,035,417) (1,102,988)
Net cash flows from financing activities BE R EAE IR S IR EE 1,433,856 422,873
Effect of exchange rate changes on cash ~ [EXZHEIR S RIESEEY
and cash equivalents o) (5,348) (7,003)
Net decrease in cash and cash equivalents R& KIR &S EYR A F58 (732,197) (371,842)
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44. BUSINESS COMBINATION

Acquisition of subsidiaries in 2014:

Acquisition of Danone Shanghai and Danone Beijing

On 4 July 2014, the Group acquired 100% equity interests in
Danone Shanghai and Danone Beijing from Danone. Danone
Shanghai and Danone Beijing are mainly engaged in the
manufacture and sale of low temperature dairy products.
The acquisition was made as part of the Group’s strategy to
expand its market share of low temperature dairy products
in Mainland China. The purchase consideration for the

Notes to Financial Statements B # R R M=

44, EiEEHF

RZE—NFEWEFLF :

WEBERE EERIERE LR
R-Z—NELANHE - AEEBAERKE
ERE BB RERIL EA100%E R © L
BRERTAFTENEEIANERNEE
TSEE o iz IR A AR S B i K H 7 AP B R B
RN ATISHREA R —I05 - 2
BREURSEAIN  EFESHEARE
343,000,000 AU B 21+ -

acquisition was in the form of cash, with RMB343,000,000 in

total paid at the acquisition date.

The fair values of the identifiable assets and liabilities of RUEE BiEsE EB RERIL R 2 Al R EE
Danone Shanghai and Danone Beijing as at the date of RBEZALBENAT :
acquisition were as follows:
Fair value
recognised on
acquisition
L B B FE AR Y
AL
RMB’000
AREET T
Assets EE
Property, plant and equipment Y - BB MR 175,355
Land use rights T b fsh A 43,308
Other intangible assets HEmEmpEE 13,704
Construction in progress HwEIR 772
Trade and bills receivables FERERSR R EE 131,587
Prepayments, deposits and other receivables AR~ Re RH th EUIE 23,668
Deferred tax assets BRI EE 1,464
Inventories 78 11,649
Cash and bank balances B/ KRBT 47,914
449,421
Liabilities afE
Trade and bills payables ERERRERRE (85,286)
Other payables and accruals HEt I RBRER (88,731)
Interest-bearing bank and other borrowings FFERITRHEMEER (38,000)
Income tax payable FERTER1SHL (1,442)
Deferred tax liabilities FEEFTBHAE (35,529)
(048,084)
Total identifiable net assets at fair value BAARBEYERZ TEBBFE 200,437
Add: Goodwill arising on acquisition (note 19) hn s WEEE AR EE(KIFE19) 142,563
Purchase consideration at fair value BRARETE 2 WERE 343,000
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44. BUSINESS COMBINATION (continueq)
Acquisition of subsidiaries in 2014: (continued)
The fair values of the trade receivables and other receivables as
at the date of acquisition were same as the gross contractual
amounts of trade receivables and other receivables, which
amounted to RMB131,587,000 and RMB18,200,000,
respectively.

The Group incurred transaction costs of RMB560,000 for this
acquisition. These transaction costs have been expensed and
are included in administrative expenses in the consolidated
statement of profit or loss.

An analysis of the cash flows in respect of the acquisition of
Danone Shanghai and Danone Beijing for the year ended 31
December 2014 was as follows:

44. (%S5t

R-Z2—NFWEBFAR (@)

FUREE B &9 FE UG BR 3k K B A FEURGRIE A At
BBl A ARK131,587,000T & AR
18,200,0007T - £ [ Ui AR 3K B E i 8 KR TE
BHBEERE -

REERZRBEER IR AARE
560,0007T ° ZERX SR AERGEBER
SR ATTIRER ©

BTN FE+—A=+—BKEEE LS
FERILRMRSREANTAOT

RMB’000

ARKETTT

Cash consideration BeRE 343,000

Cash and cash equivalents acquired FriER e RIRSEEY (47,914)
Net outflow of cash and cash equivalents included BIEEREZDEENRESREANN

in cash flows from investing activities ReERBFEWFRL 295,086
Transaction costs of the acquisition included in cash ~ BIEERKL ¥ KELNIR S RE NN

flows from operating activities I B 22 5 A AN 560

295,646
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44. BUSINESS COMBINATION (continuea) 44. ¥EKE Bt
Acquisition of subsidiaries in 2014: (continued) REE—NFEWEFAT : (&)
Since the acquisition, Danone Shanghai and Danone Beijing HEHIWERL  Ege b RERIERARE
contributed RMB404,637,000 to the Group’s turnover and Bz —_ZET—MNWE+-_A=1+—RHItEE
caused net losses of RMB70,797,000 to the consolidated MEEBEEGEAMNE 2N ERARE
profit for the year ended 31 December 2014, 404,637,0007T M % #5988 A R # 70,797,000
7TE o
Had the combination taken place at the beginning of HMEMRNEYZK  BE2E-ZE—NE+=
the year, the revenue from continuing operations of the A=+ HIFEAEBEBEKLEERS
Group and net profit of the Group for the year ended 31 ZWARRNERZNEDREAARK
December 2014 would have been RMB50,400,967,000 and 50,400,967,000 7T & A R ¥ 2 554,759,000
RMB2,554,759,000 respectively. JT ©
45. DEEMED DISPOSAL OF A SUBSIDIARY 45. REHE—XF2FH
On 13 January 2014, Fuyuan, a then indirectly owned R-ZZBE—NF—A+=0 "  AQAaEEREE
subsidiary of the Company, issued additional 584,000,000 BEENTFARERIEARE700,800,0007T
shares to new shareholders at RMB700,800,000. The ] 3T A% 3R 4% 25 584,000,000 A% AL 17 © 5% T
transaction resulted in the dilution of the Goup’s interest in SEBYAEERERNERH100%EEE
Fuyuan from 100% to 50.68%. As a consequence, Fuyuan 50.68% ° Atk - FIR B UK A AN B A B
became an associate of the Group since then (note 3). gnal (KIEEs) »
Net assets of Fuyuan deemed disposed of as at 13 January R-ZE—NE—A+=BRRAEENTRF
2014: BEE -
RMB’000
AREFT
Assets of the disposal group classified as held for sale D AFHHFENEEHNEE 1,371,611
Liabilities directly associated with the assets held HixEFENEEREERYN
for sale =N (746,516)
Initial recognition of an associate AR — K E A A 719,998
Gain on deemed disposal of a subsidiary REHE —RKFREWKE (94,903)
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46. DISPOSAL OF SUBSIDIARIES

In 2015:

On 19 January 2015, Junlebao, an indirectly owned
subsidiary of the Company, exchanged its wholly-owned
equity interests in Zhangjiakou Junlebao Dairy Co., Ltd.
(“Zhangjiakou Junlebao”) for an equity interest in Banner Baby

46. HEF AT
R-_EBE—FHF:

Dairy Company Limited, which was subsequently accounted EEIBT| B E L

for as an associate of Junlebao.

Net assets of Zhangjiakou Junlebao disposed of as at

19 January 2015:

R-Z—AF—AtHIB  ARANEERE
BEFRBIBEBENEANRXOBLEINES
RABI([RRAFLE |) 2 IREHREGER 2
RIMENERABEE - ZATXHN

TR

R-E-—AF-AtTHhBHENRRAFE

RMB’000
AR®T T

Property, plant and equipment Y - BB MR 20,189
Construction in progress TEETRR 267,079
Prepayments, deposits and other receivables TARK -~ ke R EMEKEIR 35,175
Inventories FE 18,266
Cash and bank balances Re MIRTTHER 861
Trade and bills payables ERERRARER (24,289)
Other payables and accruals EmEMFUERTBRE B (193,291)
Deferred income EIEUTA (50,000)

73,990
Initial recognition of an associate YIF R A—HE A F] 123,979
Gain on disposal of a subsidiary HE—HFRamlas 49,989

An analysis of the net outflow of cash and cash equivalents in

HEERROABLEFENRSRASFE

respect of disposal of Zhangjiakou Junlebao is as follows: VI R EER DA
RMB’000
AR¥ET T
Cash and bank balances disposed of BEHERE RIBITET (861)
Net outflow of cash and cash equivalents in respect of EAHERFTAELEFENIR S LI
the disposal of Zhangjiakou Junlebao SEEBMRLFE (861)
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46. DISPOSAL OF SUBSIDIARIES (continueq) 46. HE&EF 2 8@
In 2015: (continued) R-Z2—HF : (&)
On 4 November 2015, Inner Mongolia Mengniu disposed of RZE—RAF+—ANWH AEZGHEH
its 100% equity interest in Beijing Fangshan Mengniu Dairy PERELEFIEERAT(TEREREIL D)
Co., Ltd, (“Beiing Fangshan”) to an independent third party, H100%RET—BBLE=77 REAR
for a consideration of RMB153,000,000, payable in cash on #153,000,000 C/ER R 55K B BIAR &
the date of completion of the transaction. ST e
Net assets of Beijing Fangshan disposed of as at 4 November R-IE—RAF+—ANBLtRELEHEF
2015: BEE
RMB’000
AR®T T
Property, plant and equipment Y - BB Mk 6
Construction in progress EETRE 614
Land use rights 4 Hh 55 A A 141,651
Cash and bank balances BRe MIRTTHER 546
Other payables and accruals Ef N RE R IERRE R (60)
142,757
Satisfied by cash consideration PR e REZT (153,000)
Gain on disposal of a subsidiary HE—FEFRarmlas 10,243
An analysis of the net inflow of cash and cash equivalents in Eﬁ%%ib?%Mﬁ%ﬁﬁ@ﬁ%&ﬁﬁ%E%ﬁ
respect of disposal of Beijing Fangshan is as follows: NFEER) DA -
RMB’000
AR®T T
Cash consideration HERKE 153,000
Less: cash and bank balances disposed of B BENERE RIBITET (546)

Net inflow of cash and cash equivalents in respect of EAHELREILNAHBHIRS N
the disposal of Beijing Fangshan REEEBMRAFHE 152,454
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46. DISPOSAL OF SUBSIDIARIES (continueq) 46. HEF LT @)

In 2014:

On 26 August 2014, a subsidiary of the Group, Yashili
International Ltd. (“Yashili (BVI)”, the “Seller”) and a related
party of the Group, Zhang International Investment Ltd.
(“Zhang International”, the “Purchaser”), entered into an equity
transfer agreement to sell 100% of the equity interests in
Yashili International Investment Limited to Zhang International,
for a consideration of RMB213,445,000, payable in cash by
the Purchaser to the Seller on the date of completion of the
transaction.

On 19 September 2014, the transaction was completed and
Zhang International started to control Yashili International

Investment Limited’s operating activities.

Net assets of Yashili International Investment Limited

R-ZE—H4F -
RZZE-—MENAZ+RB KEEFL
AELTABEEER QB (THEFBV)]
[Eh ) HALEBEALTRKERKES
FBRAR([REBE ] - [BH )T s
FEipE o URAKRKBER L SR HE LR BRER
BREBRARMI00%E  REAEARKE
213,445,0007C * HRRX HEKEBRE R
LBReFAINFES -

ZRPGENR_FT-MFAATNLATK B
SRECEIFRFIA S LM BER R E AR QA
EAE TR -

RELFBEBRREERATAR -_Z—OFA

disposed of as at 19 September 2014: ATHhBAEBREFEE :
RMB’000
ARKETTT
Cash and bank balances Re MIRTTHER 94,321
Construction in progress HEIR 6,360
Land use rights T b s P 86,854
Prepayments, deposits and other receivables TERK -~ ke R EMEKEIR 12,716
Other payables and accruals Ef N RE R IERRE R (681)
199,570
Satisfied by cash consideration PR e REZT 213,445
Gain on disposal of a subsidiary HE—HFae e 13,875

An analysis of the net inflow of cash and cash equivalents in
respect of disposal of Yashili International Investment Limited is
as follows:

HHERLNBERREERARNBHENES
MRS EBYRAFEODFTMOT :

RMB’000
ARKETTT
Cash consideration BeRE 213,445
Less: cash and bank balances disposed of B BEHERE MIETER (94,321)
Net inflow of cash and cash equivalents in respect of £ H & F+ F| BB IS & G R A 7
the disposal of Yashili International Investment BEANREe NREEEY
Limited MAF 119,124
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47. CONTINGENT LIABILITIES

Notes to Financial Statements Bf#& R &R MIzT

47. SAREE

Aside from the disclosure in note 37, the Group had MRMIEES7RA I BEEIN » REBRREHK
contingent liabilities not provided for in the consolidated TEEAMBHERAZ RABESARBEYHD
financial statements at the end of the reporting period as T
follows:
2015 2014
—E-IF —E-NF
RMB’000 RMB’000
AR®T T ARBT T
Guarantees given to banks in AT ALTERFEM
connection with facilities granted to: MERITHIREER
Third parties E=H 14,000 174,000
48. PLEDGE OF ASSETS 48. EEEKF
Details of the Group’s bills payable, bank loans, other loans FRBEAEBENEEFERNAEBENE
and long term payables, which are secured by the assets B RITER - HER R RPN KA
of the Group, are included in notes 30, 32, 33 and 35, 1B P BIE R RERMIFE30 ~ 32+ 33K
respectively, to the financial statements. 35°
49. OPERATING LEASE ARRANGEMENTS 49. KEHEZH
(@) As lessor (a) EBHBAA
At the end of the reporting period, the Group had total RBEIRR - REERBETAIFHL
future minimum lease receivables under non-cancellable EHE - BRIBEKEAFNRE
operating leases with its tenants falling due as follows: THEEREMT
2015 2014
—E-IF —E-mF
RMB’000 RMB’000
AR®T T ARBT T
Within one year 1FRN 10,729 23,512
In the second to fifth years, inclusive 2F FEHF
(BREEEMFEA) 8,317 70,639
Over five years 5F A E 1,200 =
20,246 94,151
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49. OPERATING LEASE ARRANGEMENTS
(continued)
(b) As lessee
At the end of the reporting period, the Group had total
future minimum lease payments under non-cancellable
operating leases in respect of buildings and certain
production equipment as follows:

49. BREHELZH @

(b) fERFEBA
RBERKR  ARERBEERET
FERBO A EHEEEHRERRA
BXNHREESERENT

2015 2014
—E-IE —T—AF
RMB’000 RMB’000
AR%TR ARETT

Within one year 1FRN 137,567 104,546
In the second to fifth years, inclusive 2F EHF

(BREERMFEAN) 253,174 138,837

Over five years 5L E 51,780 31,075

442,521 274,458

50. COMMITMENTS
In addition to the operating lease commitments detailed in
note 49, the Group had the following outstanding capital
commitments in respect of the purchase and construction of
property, plant and equipment as at the end of the reporting

50. &ifE
BB EEA0RE IR RO T EARGESD - IR HB
* AEBEUBERERYE  BERS
BB ARIENT -

period:
2015 2014
—E-EF —T—OF
RMB’000 RMB’000
AR®TR ARETT
Contracted, but not provided for BEETHBARREE 797,598 882,288

The Group did not have any significant commitments at the
end of the reporting period.

RBERR - AKE L ELREAAE -
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51. RELATED PARTY TRANSACTIONS
(@) In addition to the transactions which are disclosed
elsewhere in these financial statements, the Group had
the following significant transactions with its associates

51. A LR S
(8) BRAMBBREHEMRERBEOHZS
S+ 7N o ] B LB 4 A ) R LA B
ALTBITTHEARRS -

and other related parties.

2015 2014
TER-AF ks
RMB’000 RMB’000
AR¥T T NS

()  Sale of liquid milk products to () TmIEEE D RIHERRE
associates E R (i) 3,449,808 4,274,390

() Sale of ice cream products to () rABEE QR HEKHE
associates RE @ (i) 39,859 61,804

() Sale of milk powder products to  (Ill) [AIHE A &85 E T
associates Em i) - 8,087

(V) Sale of other dairy products to  (IV) HEE& QA RIHEHA
associates IBER (i) 8,788 10,385

(V) Sale of products to V) MARF]—BREER

affiliates of a major shareholder HOBB AR L EE
of the Company am (i) 16,869 2

(Vl)  Purchase of raw materials from (V) mARQA R —HFEZHK

affiliates of a major shareholder BB AREER
of the Company o (i) 225,660 279,274

(VIl) Purchase of raw materials from  (VIl) [ A 5] iE S R
associates okt 0) 2,997,453 3,199,061
Note: BHEE -

U

The considerations were determined with reference to
the prevailing market prices/rates and the prices charged

to third parties.

U

EHREEeEERTHER BER
WEREE = R -
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51. RELATED PARTY TRANSACTIONS contniess ~ 51. BEEA TR 5 ()

(b) Compensation of key management personnel of the b) AREBMNEZEIEABARHN
Group
Key management compensation is detailed in notes 9 TEEBEAENBRMFINTERE
and 10 to the financial statements. MIsEo R FisE10 ©
Except for (a.V/VI), the above transactions did not constitute BT (@ VNN - Bt S0 R _E TR Al
connected transactions as defined in the Listing Rules. TR EMBERS °
(c) Year-end balances arising from related party ) MBBALIRIEENTRES
transactions
2015 2014
o T
Trade and bills receivables from related parties: RMB’000 RMB’000
BAE A TR EWER R R % - ARET T ARKETTT
Associates G N/NE]| 544,834 495,534
Affiliates of a major shareholder of REB—ZETBERR
the Group En)i)ElNE 1,223 1,097
546,057 496,631
2015 2014
—E-RF —T-WEF
Prepayments, deposits and other receivables from related parties: RMB’000 RMB’000

BB A TR - IR RE M REKEUA AR¥T R ARETTT

Associates LN 37 =

37 =
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51. RELATED PARTY TRANSACTIONS (continueq) 51. BBHALRZ @)
© BBRMALRZELENEREHE

() Year-end balances arising from related party
transactions (continued)

2015 2014

—E-hHfF —ET—OF

Trade and bills payables to related parties: RMB’000 RMB’000

B A TR R BR R R ER R - ARYET T ARBT T

Associates NN 196,720 224,475
Affiliates of a major shareholder of the REFE-ZTFTERE

Group )i 31,945 28,400

228,665 252,875

2015 2014

—ZE—8fF —E—mF

Other payables and accruals to related parties: RMB’000 RMB’000

R A TEE BN RIB R TERE R ¢ ARET T AREFT

Associates AN 20,789 25,089

20,789 25,089

The above balances are unsecured, non-interest-
bearing and repayable on credit terms similar to those
offered to or by independent third parties.

REHRAEER - TEHBRA

el 12, R ERGE TS ﬁj’?ﬁzﬁﬁ’ﬂﬁ%

AR
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52. FINANCIAL INSTRUMENTS BY 52. ERIEITHNEMIA
CATEGORY
The carrying amounts of each of the categories of financial RIEHER  SE > ENSRITANEKEE
instruments as at the end of the reporting period are as PN
follows:
Financial assets SREE

2015 2014
b 13 5-IE
Fair value Fair value Fair value Fair value
through  through other through ~ through other
Amortised profitor  comprehensive Amortised profitor - comprehensive
cost loss income cost loss income Total
RAREHE ROAEHE BOAERE  ROAEHE
BRgETA  BEEBHA REZEHA  EEEHHA
gaEnx BE Ap2ENE 4 . B ApRENE @it
RMB?000 RMB'000 RMB'000 RMB’000 RMB'000 RMB'000 RMB'000 RMB'000
WL Ao DN SO N SN Sl BT ARMTT  ARMTR  ARETR

Trads and hils receivables EUESREE 1,617,757 - - 1617757 1,148,186 = - 1148186
Financial assets included in BENENT BER

prepayments, deposits and Hipfelsran

other receivables SHEE 591,654 - - 591,654 370,413 - - 370,413
Equit investments RARE - 42,012 503,224 545,236 - 41,066 620,274 661,340
Unittrust investment EffEERE - 170,000 - 170,000 = 397,000 = 327,000
Entrusted loans RHER 156,970 - - 156,970 83,114 - - 83114
Derivative financial instruments 4744 3TE - 10,044 - 10,044 - 17455 - 17455
Investment deposits RERR - 5,049,039 - 5,049,039 - 7967743 - T.967,743
Pledged deposits RESHER 722,402 - - 722,402 265,589 - - 256,589
Long term receivables REBENEE 53,149 - - 53,149 = = = =
Cash and bank equivalents BeRFEEn 6,833,608 - - 6,833,608 3,607,033 - - 3,607,033
Restricted depostts BTN 40,229 - - 40,229 = = - -
Time deposits with orgina F3®RA

maturity of more than ZRERME

tfree months it 2,666,195 - - 2666195 2235413 - - 2235413

12,681,964 5,271,995 503224  18457,183 70699748 8353264 620274 16,673,286




é China Mengniu Dairy Company Limited FEI R4 A E£GR QT
Notes to Financial Statements B #& R KR HizE

52. FINANCIAL INSTRUMENTS BY 52. ERETHEMITEwm
CATEGORY (continued)
Financial liabilities =R

2015 2014

—¥-1f It S it3

Fair value Fair value

through through

Amortised profit or Amortised profit or
cost loss cost loss Total

RAREE BOA(EE

BHEBIA BEZ#HHA
BHERA R Azt I B& @t
GRS SO0  RMB'000  RMB'000  RMB'000
ARBTE ARBTE ARBTT ENSRPEPN: Sw/ PN S

Trade and bills payables ENEZRER 4,644,298 - 4,644,298 4,991,847 - 4,991,847
Financial liabilities included in BERNEMERTER

other payables and accruals HREF EWMARE 8,158,554 - 3158554 2,903,099 - 2,903,099
Interest-bearing bank loans and other STRBTR

borrowings HifEs 11,050,262 - 11,050,262 9,824,668 - 9,824,668
Other loans HEER 43,915 - 43,915 118,365 - 118,365
Derivative financial instruments fTESMIA - 3,160 3,160 - 12,124 12,124
Long term payables FAENTE 139,021 - 139,021 130,640 - 130,640
Other non-current financial liabilities HitERaemas 2,643,936 - 2643936 2,338,741 - 2,338,741

21,679,986 3,160 21,683,146 20,307,360 12,124 20,319,484
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53. FAIR VALUES 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 pledged deposits, long-term time deposits,
the non-current portion of interest-bearing bank loans and
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, forward currency contracts and interest rate
forward contracts, are measured using quoted prices from
financial institutions with which the forward currency contracts
and interests rate forward contracts are entered into. The
carrying amounts of commodity futures contracts, forward
currency contracts and interest rate forward contracts are the
same as their fair values.

53.

EMTAZAREBERARERER

[ RfE
TREERBBZARERMES2EEZRH
BN S (RAZBEHERIN R AT
EMNEEXRBRNABNEE -

TXHEIAREF R A ERTNEMRER

BehBReEFEWNAAE  RESHERN
BIEAE D - BURRRFERE - BAERAK
RE - BRRENK - BE REMGRERR
MEMEE  BRNEMENRARBERE
ReeMAE  RBAERITERREME
EETAREHAZI MRS 2 REER

++

Eo

Hitv & MEENI NSRS - RBFRESF
F o REEHRER  fERTERERAE
NRIAERFERN IR D R EMIERB SR A E
AR ERERRABRUER - EERR
KR RF HM T RRIRITH R IRIBIARIK

AN =Rl
BenREstsE -

ETBRARENAA BRI ETE

AEEEZEZHFH (TERARRBAK
BAERHERFTENSREB) T LITES
MIA -fTAEcRMIARESRBEEER -
EMINER O RN EXERNAL - HERMARIL
ZEHINEE N RF R EHE NN T RKE
MIBETE - BmBEAR - EMINEAL
EAEERHEHNEEEBESIEREAA
=
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53. FAIR VALUES AND FAIR VALUE 5. e T A A ABERAAEEBR
HIERARCHY OF FINANCIAL ()
INSTRUMENTS (continued)
Fair value (continued) @ﬁ.‘:ﬁ(fg)
The following table shows the valuation technique used in TREYNEETEMNEIREREKEERAR
the determination of fair values of unit trust investments and BEFANGEERT(BRARBERNE =
investment deposits, which falls within level 3 of the fair value ) RARERT AR E AT o] B A BUE o

hierarchy, as well as the significant unobservable inputs used
in the valuation.

Significant
Valuation technique unobservable input  Range Sensitivity of fair value to the input
hERN BEXTUBRBAYE €E BABEHAAENTE
Investment deposits  Discounted cash flow Expected yield 2.00% 10 5.10% (2014:2.00%  10% (2014: 10%) increase (decrease) in expected
RERFR method ElaE t0 6.00%) yield would result in increase (decrease) in fair
FRBERERE 2.00%%5.10% (=T W% : value by RMB5,168,000 (2014: RMB4,961,000)
2.00%%6.00%) TR RE MR ) 10%( =T~ 1A : 10%)
RERRREEMORD) ARES,168,0007T
(ZZ—m4F - AR%4,961,0007)
Discount rate 2.00% t0 5.10% (2014:2.00%  10% (2014: 10%) increase (decrease) in discount
FrRx t0 6.00%) rate would result in decrease (increase) in fair
2.00%%5.10% (=T W% : value by RMB5,107,000 (2014: RMB4,950,000)
2.00%%6.00%) TREEMOAD)10%(ZZ—EF : 10%)%
BYRAERD(EM) ARES,107,0007
(Z2—m4F - AKR%4,950,0007C)
Unit trust investments  Discounted cash flow Expected yield 9.20% to 11.00% (2014: 7.00%  10% (2014: 10%) increase (decrease) in expected
BAU{EERE method gkl t0 11.00%) yield would result in increase (decrease) in fair
FRRERER 9.20%%11.00% (ZF—M% : value by RMB209,000 (2014: RMB800,000)
7.00%%11.00%) TR RE MR ) 10%( ZF—IE : 10%)
HEHRREEMOHS) ARE209,0007T
(ZZ2-m% : AKR¥800,0007)
Discount rate 9.20% to 11.00% (2014: 7.00% to 10% (2014: 10%) increase (decrease) in discount
FRx 11.00%) rate would result in decrease (increase) in fair
9.20%Z11.00% (ZF—M% : value by RMB209,000 (2014: RMB798,000)
7.00%%11.00%) TREEMOED )10%(ZT—1EF : 10%)%

BHLABERD (M) AR E209,0007
(ZZ—WmE : ARK798,0007T)
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53. FAIR VALUE AND FAIR VALUE 53. €T EZ AR ERAAEBERER
HIERARCHY OF FINANCIAL (4)
INSTRUMENTS (continued)
Fair value (continued)
The carrying amounts and fair values of the Group’s financial REBZS@mTA(KREREEAARES
instruments, other than those with carrying amounts that WHEZSHTEI) ZEEBELRARE
reasonably approximate to fair values, are as follows: T ¢

D REE
#
n

Carrying amounts

Fair values

REE ARE
2015 2014 2015 2014
—E-1F s “E-If —TF
RMB’000 RMB’000 RMB’000 RMB’000
ARET T ARETTT ARET T ARETT
Financial assets SHEE
Long term entrusted loans ROZTER 120,736 39,833 122,501 40,216
Long term receivables REEWGIR 53,149 = 47,669 -
Long term time deposits RETFHER 1,608,795 1,192,886 1,588,705 1,162,365
1,782,680 1,232,719 1,758,875 1,192,581
Carrying amounts Fair values
NAE
2014 2015 2014
—E-mE —E-FfE “Z—-mEF
RMB’000 RMB’000 RMB’000 RMB'000
ARETR ARET T ARETR ARETT
Financial liabilities SRERE
Other non-current financial HidERE e
liabilities afE 2,643,936 2,338,741 2,643,936 2,338,741
Interest-bearing bank loans HEBITERR
and other borrowings HipEE
— non-current portion —¥REHH 4,969,511 5,464,050 4,991,684 5,484,636
Long term payables REEMFIE 68,399 63,812 67,327 58,886
7,681,846 7,866,603 7,702,947 7,882,263
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53. FAIR VALUE AND FAIR VALUE
HIERARCHY OF FINANCIAL
INSTRUMENTS (continued)

Fair value hierarchy
The Group uses the following hierarchy for determining and
disclosing the fair value of financial instruments:

Level 1:

Level 2:

Level 3:

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

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

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

Notes to Financial Statements Bf#& R &R MIzT

53. TR TACZARERARERER

(&)

DNREER

REBRAATERAEERFEESRIA

MARE :

F—F: REERAEEXAERERTS
M E(REAB)FHERRE

F_H: AREERGERMFGE AR
MUMEBNAABEEATE
M AR E A E XA HRER
==

F=: AREERGERMGE BE

AHMEEN AR BEEATE
M ABURE Y FFER AT BRN
MR GBS ARER)
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53. FAIR VALUE AND FAIR VALUE

HIERARCHY OF FINANCIAL
INSTRUMENTS (continued)

Fair value hierarchy (continueq)

Assets measured at fair value:

Quoted prices Significant Significant

In active observable  unobservable

markets inputs inputs

(Level 1) (Level 2) (Level 3)

bt ik EXTERE EATAEE

HRE BAYE BAYE
(%E—4) (B=4R) (B=4) At
RMB’000 RMB’000 RMB’000 RMB’000
ARET T ARET T ARET T AR®ET T

Hong Kong listed equity BE LW
investments HE 503,224 - - 503,224
Unlisted equity investments EEmRARE - - 42,012 42,012
Unit trust investments BAETRE - 170,000 170,000
Investment deposits BERER - - 5,049,039 5,049,039
Derivative financial instruments {14 4@ T A 5,933 5,011 - 10,944
2014
—T-mE

Quoted prices Significant Significant

In active observable unobservable

markets inputs inputs
(Level 1) (Level 2) (Level 3) Total

BRI BEAAHE  EATAER

HMRE BAHE BAHE
(5—#) (E=H) (E=H) @t
RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETT ARETT ARETT

Hong Kong listed equity BB LW

investments RE 620,274 - - 620,274
Unlisted equity investments FEEMBRALE - - 41,066 41,066
Unit trust investments BR{ERERE - - 327,000 327,000
Investment deposits REER - - 7,967,743 7,967,743
Derivative financial instruments {14 4@ T A - 17,455 - 17,455
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53. FAIR VALUE AND FAIR VALUE
HIERARCHY OF FINANCIAL
INSTRUMENTS (continued)

Fair value hierarchy (continueq)
Liabilities measured at fair value:

Notes to Financial Statements B # R 3% M5+

53. TR THAZARERAARERER

(%)

RARERBH@E
BARBEENEE

2015
—Z2-1F

Quoted prices Significant Significant

In active observable  unobservable

markets inputs inputs

(Level 1) (Level 2) (Level 3)

ERT i EXTHE EXFUEE

HRE BWARE BWARE
(5—1R) (E=8) (B=8) st
RMB’000 RMB’000 RMB’000 RMB’000
ARET T ARET T ARET T ARBTT
Derivative financial instruments {14 4@ T A - 3,160 - 3,160
- 3,160 - 3,160

2014
—E-mE

Quoted prices Significant Significant

In active observable unobservable

markets inputs inputs
(Level 1) (Level 2) (Level 3) Total

BT BERAHE  BRATAUEE

HRE EYN 6 B ABE
(E—8) (B5=8) (B=R) Bt
RMB’000 RMB’000 RMB’000 RMB’000
ARBTT ARBTT ARETT ARETT
Derivative financial instruments ~ $T4 &g T A - 12,124 - 12,124
- 12,124 - 12,124
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53. FAIR VALUE AND FAIR VALUE 53. TR T A A ABERAAEBEEBR
HIERARCHY OF FINANCIAL (&)
INSTRUMENTS (continued)
Fair value hierarchy (continueq) ARERERE)
Assets for which fair values are disclosed: BRBEAABZEE

2015
—B-IF
Quoted prices Significant Significant
In active observable  unobservable
markets inputs inputs

(Level 1) (Level 2) (Level 3)

ERTIS EXTHE EXFUEE

HNRE BWARE WARE
(B-%) (E=8R) (5=8) st
RMB’000 RMB’000 RMB’000 RMB’000
ARBTR ARBTR ARBTR ARBTT

Long term entrusted loans RHEZAER - 122,501 = 122,501
Long term receivables REEWHE = 47,669 = 41,669
Long term time deposits RETHER - 1,588,705 - 1,588,705
- 1,758,875 - 1,758,875
2014
—E-|mF

Quoted prices Significant Significant

In active observable unobservable

markets inputs inputs
(Level 1) (Level 2) (Level 3) Total

BRI BEXAHE  BATAUEE

HRE EYN 6 EYN 61
(5—1#) (B=8) (E=8) st
RMB’000 RMB’000 RMB’000 RMB’000

ARBTT ARETT ARETT ARETT

Long term entrusted loans RAZTAER - 40,216 - 40,216
Long term time deposits REEHER - 1,152,365 1,152,365

= 1,192,581

1,192,581
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53. FAIR VALUE AND FAIR VALUE
HIERARCHY OF FINANCIAL
INSTRUMENTS (continued)

Fair value hierarchy (continueq)
Liabilities for which fair values are disclosed:

Quoted prices Significant Significant
In active observable  unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3)
RS EXTHE EXFUEE
HRE BWARE BWARE
(5—1R) (5=8R) (B=8) st
RMB’000 RMB’000 RMB’000 RMB’000
ARBTR ARBTR ARBTT ARBTT

Other non-current financial HibEmBeRARE
liabilities - 2,643,936 - 2,643,936
Interest-bearing bank loans and st BT RHEMEE
other borrowings — ERBHHH
- non-current portion - 4,991,684 - 4,991,684
Long term payables REERTUR - 67,327 - 67,327
- 7,702,947 - 7,702,947
2014
—E-|mE
Quoted prices Significant Significant
In active observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
AR ERABR BERATAEHR
H$R{E AR BAHE
(B—8) (B=H) (B=#&) @t
RMB’000 RMB’000 RMB’000 RMB’000
ARETL ARETL ARETTL ARETL
Other non-current financial HivdEroemas
liabilities - 2,338,741 - 2,338,741
Interest-bearing bank loans and ~ :t BRI REMEE
other borrowings — FERBBH
- non-current portion - 5,484,636 - 5,484,636
Long term payables REENFIE - 58,886 - 58,886

= 7,882,263 = 7,882,263
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54. FINANCIAL RISK MANAGEMENT 54, BIEREEEERBEE

OBJECTIVES AND POLICIES

Financial risk management

The Group’s principal financial instruments, other than
derivatives, comprise cash and cash equivalents, trade
receivables and payables, other receivables and payables,
balances with related parties, interest-bearing bank loans,
other loans and long term payables. The main purpose of
these financial instruments is to raise finance for the Group’s
operations. The Group has various other financial assets and
liabilities such as trade receivables and trade payables, which
arise directly from its operations.

The Group also entered into derivative transactions, mainly
commodity futures contracts, forward currency contracts and
interest rate forward contracts. The purpose is to manage
the commodity risk, the exchange rate and floating rate
exposures arising from the Group’s operations.

The main risks arising from the Group’s financial instruments
are interest rate risk, foreign currency risk, credit risk, liquidity
risk and equity price risk. The board of directors and senior
management meet periodically to analyse and formulate
measures to manage the Group’s exposure to these risks.
Generally, the Group adopts prudent strategies on its risk
management.

(i) Interest rate risk

The Group’s exposure to the risk of changes in market
interest rates relates primarily to the Group’s borrowings
with floating interest rates. The Group closely monitors
its interest rate risk by performing periodic reviews and
evaluations of its debt portfolio and gearing ratio. The
interest rates and terms of repayment of the bank loans
of the Group are disclosed in note 32 to the financial
statements. In the opinion of the directors, the Group
has no significant interest rate risk and has not used
any interest rate swaps to hedge its exposure to interest
rate risk.

B b E

AEBZTFESMTAATETARIN BRI
RekReFEY  RBRUREEMERER - Hit
eI Ko AT A0 - ERRAR A TSRS ~ 5TR
RITEE K ERRRMENFE - 2%
CRTATZENEAREENEESERE
T ARBESABRBERRAEEBOE
hEMEENBE - PIIIEUERR LB

Eo
A °©

REEFITER S T BARAHES
0 EEREANRFEEBAK - BRR
EEAEMEBFELORRRN - EXR
BEFRER -

REAEEeRTIANFTEZRBRAFXR
B SNERR - EERR MR E R R &R
AERAR EFERSREEASTHE
T8%  SMASEMAZNER @ XHIE
RAEERROFEE - NEE—RFRAFE
BRI B IR A -

i) FER@ER
AEEAZNMSMNEEBH AR TR
BERAASENZERE - AEEEH
BEMFEEEEEE RNERBELL
R HEMKRBETEDEIR - KN
KB RTTE R R KR KR 5
WRMERHWE - EFRR - A5HE
WEBANEER - IFREGEBEM
) R b B e ) 2 g o
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54. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

Financial risk management (continued)

U]

Interest rate risk (continued)

The following table demonstrates the sensitivity to
a reasonably possible change in interest rates, with
all other variables held constant, of the Group’s
profit before tax (through the impact on floating rate
borrowings):

Notes to Financial Statements B #53R R M 5T

54. BIEEKREEHERBE@®

B 7 L B B 2 ()

(i) FI=mEBE(E)
TRIWREMBEMEHHIFTTEN
BT FIEATGEHIR A BEEE A

SEBRAFNBCEREIEEENTE)

B/ 488 .
VR

2015 —E—-RF
RMB AR
RMB AR
Hong Kong dollars BT

Hong Kong dollars BT
United States dollars EYv
United States dollars EYv

Euro Bt

Euro Bt

2014 —E—F
RMB AR
RMB AR
Hong Kong dollars BT

Hong Kong dollars BT
United States dollars =
United States dollars ETT

Increase/
Increase/ (decrease)
(decrease) in in profit
basis points before tax
BEEhigm,  BATREEM
Om2) Om2)
RMB’000
ARYET T
50 (2,255)
(50) 2,255
50 (309)
(50) 309
50 (13,721)
(50) 13,721
50 (203)
(50) 203
50 (798)
(50) 798
50 (10,048)
(50) 10,048
50 (9,581)

(50) 9,581
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54. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

Financial risk management (continued)

(ii)

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 31 December
2015, substantially all of the Group’s assets and
liabilities were denominated in RMB except for the cash
and bank balances of approximately RMB1,722,071,000
(2014: RMB1,369,770,000), RMB121,752,000
(2014: RMB60,491,000), RMB52,265,000
(2014: RMB®64,520,000), RMB3,165,000 (2014:
RMB124,400,000) and RMB28,953,000 (2014:
RMB24,513,000) which were denominated in United
States dollars, Hong Kong dollars, Euro, New Zealand
dollars and Danish Krone, respectively, the interest-
bearing bank and other borrowings of approximately
RMB901,452,000 (2014: RMB1,036,181,000),
RMB6,897,340,000 (2014: RMB7,369,339,000) and
RMB28,934,000 (2014: RMB38,005,000) which were
denominated in Hong Kong dollars, United States
dollars and Euro, respectively, and a pledged deposit
of approximately RMB12,182,000 (2014: Nil) which
was denominated in United States dollars. As at 31
December 2014, a long term investment deposit due
within one year of approximately RMB151,233,000
was denominated in Hong Kong dollars, and the long
term payables of approximately RMB35,518,000 were
denominated in United States 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.

54.

B E TR ERBUER @
BRREREE)
(ii) 9I‘°-¥ELF§
AREBMEREEZM R B KR -
BRTEEEOEBMRBEUARBDSE
/%ﬂ]/ifaqﬂj ?L%DDM\ ! %Eﬁﬁg/\

REGYUAREEERMAEE, - RZ
E-hE+-A=+—H0 X&£H
MEERBEEY BT AHEHA
R #1,722,071,0007c ( Z & — O£ :
AR #1,369,770,0007T) « AR
121,752,000 (=S —HF : AR
60,491,0007T) * A R # 52,265,000
TT(ZZF—MF : AR ¥64,520,000
7T) * AR#¥3,165,000C( —Z— W
£ AR#124,400,0007T) R AR
28,953,000 (ZF—H&F : ARM
24,513,00070) MR @ RIR1TTEF

RIASETT - BT - BT - FEmMT R
FERAREN - sTRBITREME

BEHARMQ01,452, ooom:f m
F: AR#1,036,181,0007T) *

¥ 6,897,340,000 7T ( = T — Y ¢ :
A R #7,369,339,000 7T ) M A R
28,934,000 (ZF—H&F : ARM
38,005,0007T) A B AE T ~ EL K
BT AEMN  UNMBEREZFHAR
#12,182,0007C (ZF — U4 : &)L
ELBBMAMUN  BRBLEEREA
BHUUANARBEAEN - R_T—NF
+-A=+—H8 R—FREIHzE
BB TF 3 4 AR 151,233,000 A
BILABAMN  REABMNRBHARE
35,518,0007t BAETTLABA - AR
MEINEHEBEERE @ fJEpE
REBEMKEEE  BEZERRINE
BB EEERIESZF -
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54. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)
Financial risk management (continued)

(ii) Foreign currency risk (continued)

The following table demonstrates the sensitivity to a
reasonably possible change in the RMB exchange
rates as compared to United States dollars, Hong Kong
dollars, Euro, New Zealand dollars and Danish Krone
with all other variables held constant, of the Group’s
profit before tax (due to changes in the fair value of
monetary assets and liabilities) and equity:

Notes to Financial Statements Bf#& R &R MIzT

54, BIRABEEE
BERREE )
(i) IMEEEBE ()
T RFIRAEFTE H A 8 B B T
ERT - ARMEZET BT K

Z N BUR ()

T_E AR R E R H ]

BRERNEEEH(AENEENEE
E’J’D\ﬁ@ B8 B) AN & B B AT A E
KSR E

Increase/ Increase/ Increase/
(decrease) in (decrease) in (decrease) in
RMB rate profit before tax equity
ARBEXR BAiFE i

E#/(TH) ®i,/(fd) #m/ (D)
% RMB’000 RMB’000
% ARETR AR®T T
2015 —E-T1F 5 (74,757) (79,771)
(5) 74,757 79,771
2014 —T-MmF 5 (843,804) (817,722)
(5) 843,804 817,722

(iii) Credit risk (i) =EEE

The cash and bank balances, as well as the pledged
deposits, of the Group are mainly deposited with state-
owned commercial banks in Mainland China.

The majority of the Group’s sales are conducted on
a cash basis. The Group has implemented policies to
ensure that sales of products are made to distributors,
who wish to trade on credit terms, with an appropriate
credit history which is subject to periodic reviews.
Receivable balances are monitored on an ongoing
basis and the Group’s exposure to bad debts is not
significant.

The credit risk of the Group’s other financial assets,
which comprise deposits and other receivables, arises
from default of the counterparty, with a maximum
exposure equal to the carrying amounts of these assets.

Except for the above, the Group has no significant
concentration of credit risk, with exposure spreading
over a number of counterparties.

Further quantitative data in respect of the Group’s
exposure to credit risk arising from trade receivables are
disclosed in note 27 to the financial statements.

AEEMNR e MRTEFURRES
GH - FEERTPBRARENBEEEE
$R1T -

AEBEAHOHHED KRS EEE
17 ° AR BB B i B A FERE tn 2
ETHEEEEECHRLEEURE
FRETXZNEHEE  YHEEE

FLSRETTEHIMNER - AKRE—EHF
BERBUGIRN AR AEELE

EREERRAR -

HRXZTRENELRRE REME
WO IR AR Y AN SR L At & Bl B A RO
FERRGEREESFNILFEEN
REE -

BrbaiEN > REENRRSEZ S
HF7  UESAKWEDEERR

BRAANSEREWRRMARL 25
SRRz EMECBIE  BERHME
WRMIEE27 ©
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54. FINANCIAL RISK MANAGEMENT 54. BIEREBEREBERBE@®

OBJECTIVES AND POLICIES (continued)

Financial risk management (continued) B % B B S FE ()

(iv) Liquidity risk (iv) REMEREE
The Group closely monitors its liquidity risk by NEFTHSEETERSD - MR
performing periodic reviews and evaluations of its B EBEERERAEES SR N E
liquidity with regard to the industry characteristics, It HEENLREETERT LE
market conditions, business strategies and changes in B EEYLEARAEEGELE
the Group’s state of affairs and adjusting the current RIBHEA R SEBNHAER 75+ LABSIE M EN 1
and non-current portions of the Group’s debt portfolio B o e NEE IS BT B TR
on a proper and timely basis. In addition, the Group BB T RARRE—FENEAEEERE
aims to ensure a continuity of funds and flexibility EUBRECHNEGERERNL -

through the use of various means of financing and by
keeping committed credit lines available.

The table below summarises the maturity profile of the TREBYVWR=_ZE—FRE+_A=+—
Group’s financial liabilities at 31 December 2015 based ARBEANENZNRNAEE SR
on contractual undiscounted payments. BEHRIEIBR -

2015
—E-1f
Less than More than

On demand 1year 1tob5years 5 years Total
REX —FHR —Zhf EENE #ct
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT AR%®Tn AR%Trn AR%Trn AR%TR

Interest-bearing bank and HEHTR

other borrowings Hifs & - 6,150,899 5,014,296 - 11,165,195
Other loans HibE® 43,915 = = = 43,915
Trade and bills payables EARARER - 4,644,298 = - 4,644,298
Financial liabilities included B IER At 8

in other payables and RERERZEH

accruals, excluding B TEERY

current portion of JET FRIE R BN HA

long term payables i - 3,158,554 - - 3,158,554
Long term payables REEMZA - 74,874 75,327 - 150,201

Other financial liabilities HEthemaE - - 860,363 2,478,620 3,338,983
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54. FINANCIAL RISK MANAGEMENT 54, BIABEEBERBEK @
OBJECTIVES AND POLICIES (continuea)
Financial risk management (continued) B E R EE (®)
(iv) Liquidity risk (continued) (iv) RENERER ()
2014
—Z-mE
Less than More than
On demand 1year 1to5years 5 years Total
REX —FHUR —E8F AFMNE Bt

RVB'O00 ~ RMB'000 ~ RVMB'000 ~ RMB'000  RMB'000
ARBTL ARETT ARBTE AREBTR ARETRL

Interest-bearing bank and HERTR

other borrowings HifE & - 4,399,624 5,501,726 - 9,901,350
Other loans HinER 118,365 - - - 118,365
Trade and bills payables ENERREZE - 4,991,847 = - 4991847
Financial liabilities included ~ BUERE M ER FRE

in other payables and RERERAZEH

accruals, excluding BE TEERH

current portion of JE T I BN HR

long term payables i 6,025 2,897,074 - - 2,903,099
Long term payables REEATE = 72,862 70,795 = 143,657

Other financial liabilities HihepaE - - 1,010,363 2,157,932 3,168,295
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54. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

Financial risk management (continued)

v)

Equity price risk

Equity price risk is the risk that the fair values of equity
securities decrease as a result of changes in the levels
of equity indices and the value of individual securities.
The Group was exposed to equity price risk arising
from individual equity investments classified as equity
investments (note 25) as at 31 December 2015.

The following table demonstrates the sensitivity to every
5% change in the fair values of the equity investments,
with all other variables held constant and before any
impact on tax, based on their carrying amounts at
the end of the reporting period. For the purpose of
this analysis, for the equity investments, the impact is
deemed to be on the financial assets revaluation reserve
and no account is given for factors such as impairment
which might impact the consolidated statement of profit
or loss.

54.

BEEREEEERBER®

B 7 L B B B ()

(v) BRAERRE
&$ﬁ%ﬂ D AR E I BUKTE R @R
BHEEEYNEIRAEZTSFLAAE
TMZﬂuomfi AF+=A
=+—H AEEEHZRAERR
Bk B S ARAKE (MF25) 2 @

mh$&§

TRETERMABAZEZERT
FRRFTAEMABRBREZBERLT

BAIRE Z DA EE5%E B 2 %
B - DREARERRERR KR
EFftE - AT - HRBRAR

B BRESHMEEEGLREENT
£ UEFRAEZERS
ESE

BHEED
BlanE o

Carrying
amount
of equity Change in
2015 investments equity
—E-EHF BRARE R REE 2= B
RMB’000 RMB’000
AR¥ETT ARETT
Hong Kong listed equity investments EB MR AKE 503,224 25,161
Carrying
amount
of equity Change in
2014 investments equity
—E-F Ik 4% & BRI (B RAZE)
RMB’000 RMB’000
ARBFT ARBTFT
Hong Kong listed equity investments B LTRARE 620,274 31,014
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54. FINANCIAL RISK MANAGEMENT 54. BIBEAREEEERBR@®

OBJECTIVES AND POLICIES (continuea)

Capital management

The primary objectives of the Group’s capital management
are to safeguard the Group’s ability to continue as a going
concern and to maintain healthy capital ratios in order to
support its business and maximise shareholders’ value.

The Group manages its capital structure and makes
adjustments to it in light of changes in economic conditions
and the risk characteristics of the underlying assets. To
maintain or adjust the capital structure, the Group may adjust
the dividend payment to shareholders, return capital to
shareholders or issue new shares. No changes were made
in the objectives, policies or processes for managing capital
during the years ended 31 December 2015 and 31 December
2014.

The Group monitors capital using a gearing ratio, which is net
debt divided by the capital plus net debt. Net debt includes
interest-bearing bank loans and other borrowings, trade and
bills payables, other payables and accruals, other loans,
long term payables and other non-current financial liabilities,
less cash and bank balances and long term time deposits,
and excludes disposal group. Capital represents equity
attributable to owners of the Company, less hedging reserves.
The gearing ratios as at the end of reporting periods were as
follows:

AREE
AR EAA TR B R AR R
BEBORN RRIFBROAALE - LI
R R R RREE -

AEBEREEARREE  WHEBLEREN
B REBEENRRSBELAE - &
W AREARE  AEBARESHER
N FREMRE « BREAE AL R HITH
e REBE_T—RHAF+_A=+T—HEKZ
T—NFE+-_A=+—BULFEEBRELRE
HHEIEZ  BERIEFITESS -

AEBNERBELRERES BARE
LEEFABRAEAREBENEFAGBZ
Mo FAERREFRRITERLAMBER
BNERERE  HBAIREALERE
A B ER - REEMASREAREMIER
BeRAE  RASARRTEFLREYEH
T A TBRERER - BAREARAE
BARENED AR EHE - RIRES
ROWEABBELFWT -
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54. FINANCIAL RISK MANAGEMENT 54. BIEREEEERBER @

OBJECTIVES AND POLICIES (continued)

Capital management (continued) BEREE @)

2015 2014

—E-AfF —F—NF

RMB’000 RMB’000

AR®T T AREFIT

Interest-bearing bank and other borrowings &+ S 4R1T R EMEE 11,050,262 9,824,668
Trade and bills payables BRI R =R 4,644,298 4,991,847
Other payables and accruals HEmpErRELERER 4,989,524 4,554,420
Other loans HiER 43,915 118,365
Long term payables RHER IR 68,399 63,812
Other non-current financial liabilities H3EREepas 2,643,936 2,338,741
Less: Cash and bank balances IR MIRTTERE (7,931,237) (4,649,560)
Less: Long term time deposits o REAFEERTERR (1,608,795) (1,192,886)
Net debt FRE 13,900,302 16,049,407

Equity attributable to owners of RREHER AEEER

the Company 22,136,239 21,489,400
Less: Hedging reserve AR Dk - 8,388
Adjusted capital KRAE R 22,136,239 21,497,788
Capital and net debt BEREFEEE 36,036,541 37,547,195
Gearing ratio BEARBELE 38.57% 42.74%




55.

56.

China Mengniu Dairy Company Limited FEIE4 A £ GR AT

EVENTS AFTER THE REPORTING PERIOD

(@ On 1 December 2015, Danone Asia Pacific Holdings
Pte, Ltd. (“Danone Asia Holdings”) entered into an
equity transfer agreement to sell a 100% equity interest
in Dumex Baby Food Co., Ltd., which was a wholly-
owned subsidiary of Danone Asia Holdings, to Yashili
International for a consideration of EUR150 million.

(b)  On 23 January 2016, Scient International Group
Limited., an indirect wholly-owned subsidiary of Yashili,
entered into a memorandum of understanding with
Ausnutria Dairy (China) Co., Ltd., to sell the entire equity
interests in Scient China.

COMPARATIVE AMOUNTS

As further explained in note 2.2 to the financial statements,
due to the implementation of the Hong Kong Companies
Ordinance (Cap. 622) during the current year, the presentation
and disclosures of certain items and balances in the financial
statements have been revised to comply with the new
requirements. Accordingly, certain comparative amounts have
been restated to conform with the current year’s presentation
and disclosures.

Notes to Financial Statements Bf#& R &R MIzT

55.

56.

REHESE

(@ Danone Asia Pacific Holdings Pte,
Ltd.([Danone Asia Holdings |) A ==
—RFTZA—HEI R EEE R
M AR ARE1508 8T &
Danone Asia Holdings2 &M B AR %
EUHRBHRROLAERA R HARE -

b) R-ZFE—ARE-A-+=8 " HELH
MERE2EMBARGEEREERGR
REEREIE(FE)BERABRIL
RIS - AR B iR E 2 A
o

EE & 2R

MM B HREI 2.2 — PR - BREF
AITEE R BRI (F6228) - MBHRE
AETREMEHRNZINTARKEEND
EERR > AR A#TRE - Aitt - FT &S
HERKEY  NETAFEN25)75 AME
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57. STATEMENT OF FINANCIAL POSITION OF 57. &2 BBk R &
THE COMPANY

Information about the statement of financial position of the

BRAARARAIRARERAROFBAHNROE

Company at the end of the reporting period is as follows: BT
2015 2014
“Z-1% —E-mF
RMB’000 RMB’000
ARETR AREFTL
NON-CURRENT ASSETS FRBEE
Property, plant and equipment W - BE K& 376 462
Loans to a subsidiary Bl —RF R RFE 1,817,983 2,484,941
Investments in subsidiaries RN AIHILE 12,559,704 11,890,896
Investments in an associate N—FHLNRINEE 2,791,512 2,628,542
Non-current financial assets ERBERMEE 89,484 103,286
17,259,059 17,108,127
CURRENT ASSETS REBEE
Prepayments, deposits and other receivables AR ke REMEKTE 3,835,706 1,093,892
Pledged deposits REEER 12,182 9,015
Cash and bank balances RBe RBTHERF 2,149,968 1,594,262
5,997,856 2,697,169
CURRENT LIABILITIES RBEE
Loans from subsidiaries RETFRAIZER 3,142,154 253,432
Other payables and accruals HiENFERERER 121,267 23,461
Interest-bearing bank and other borrowings HERITREMEE 2,485,890 2,541,339
Derivative financial instruments fTESBIA 3,160 2,479
5,752,471 2,820,711
NET CURRENT ASSETS/(LIABILITIES) BRBEE/(88) 245,385 (123,542)
TOTAL ASSETS LESS CURRENT LIABILITIES BEERRBARE 17,504,444 16,984,585
NON-CURRENT LIABILITIES FRBEE
Interest-bearing bank and other borrowings HERTREMEE 4,515,307 4,240,705
NET ASSETS BEE 12,989,137 12,743,880
EQUITY i
Issued capital EEIRA 357,262 196,246
Treasury shares held under share award scheme RZEE 2 T HAENETRD (415,762) (489,075)
Reserves EiE 13,047,637 13,036,709
TOTAL EQUITY agR 12,989,137 12,743,880
Ma Jianping Sun Yiping
BEY B
Director Director
EZE EZE
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57. STATEMENT OF FINANCIAL POSITION OF 57. A BB AR &R (80
THE COMPANY (continued)

A summary of the Company’s reserve is as follows: RNARIBEOBEZNT -
Foreign Financial Share option
currency assets reserve/
Share Contributed translation revaluation Retained Share award
premium surplus differences reserve eamings reserve Total
RiVaE BHRH hEEE BitHE RENE BREREEE @t

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AEBTT  ARETRT  ARETR  AR%TT  ARETT  ARETR ARET:R

Note (a)
M)
At1 January 2014 R=Z-RmF-A-A 10,503,985 387,574 (1,440,016) (67,347) 35,201 238,355 9,657,752
Loss for the year rEER - = = = (163,108) - (163,108)
Other comprehensive loss ERENRE
for the year: BB
Change in fair value of financial £ BEERAERT -
assets, net of tax A - - = (198,763) = = (198,763
Exchange difference between ~ Jig SR ER
functional currency and EERERZS
presentation currency - - 15,139 - - - 15,139
Total comprenensive income/  £E2EKA/

(loss) for the year (B8)eE = = 15,139 (198,763 (163,108) - (346,732)
Issue of shares R 4,072,139 - - - - - 4072139
Share issue expenses RirzneR (7,769) - - - - - (7.769)
Shares issued under equity-settled BELRAZ (49

share option arrangements BRERHEIRG 39,130 - - - = = 39,130
Equity-settled share option AR iR iE

arrangements 2 - - - - - (46,935) (46,935)
Transfer of share option reserve  T{BERIRIER B 1R

upon exercise of share options 1€ (& (& 20,450 - - - - (20,450) -
Transfer of share option reserve BRIk

upon forfeiture or expiry of EREELE

share options TRiEwE - - - - 492 (492) -
Shares vested under share award  RERERE:2ISE

scheme Hi 12,921 = - - - (37,909) (24,988)
Share award scheme RELEHE - - - - - 8,172 85,172
Dividends paid/payable to Bik/ERAL

owners of the Company BEARE (391,060) - - - - = (391,060)

At 31 December 2014 WZE-MELZASH-B 1424979 T4 (1424,877) (266,110) (127,415) 217TH 13,086,709




Annual Report 2015 —ZE— R F1f é
Notes to Financial Statements Bt #& R &K zE

57. STATEMENT OF FINANCIAL POSITION OF 57. Zx/A Bl B 7 4R SR 3% ()
THE COMPANY (continucq)

A summary of the Company’s reserve is as follows: (continued) RRABIFEORZNOT - (&)

Foreign Financial Share option
currency assets reserve/
Share  Contributed translation revaluation Retained  share award
premium surplus differences reserve earnings reserve Total
&% SREE BRERE
REE EARY BEER EftffE RENE RERBDRE &zt
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB'000

ARETR  ARBTn  ARBTR  ARETR  ARETz  ARETR  ARETx

Note (a)
Kzt (a)
At 1 January 2015 R-Z-1%5-A-A
Loss for the year rEEE
Other comprehensive loss FEEMZE
for the year: Bi:
Change in fair value of financial £ BEER A EZF -
assets, net of tax nBE
Exchange difference between M EM R 24
functional currency and EEMESZR
presentation currency
Total comprehensive loss FEXEFRER
for the year
Bonus issue BTHRR
Shares issued under equity-settled  BELRAZH4)
share option arrangements BRETHRIRA
Equity-settled share option DRGSR E

arrangements 4

Transfer of share optionreserve  {T(FBEIRERELER
upon exercise of share options 1B (&

Shares vested under share award  RERZ#E:2EE

scheme HRH
Share award scheme RE kR
Derecognition of puttablenon- &% - A E3EHE
controling interests iR
Divicends paic/payable to Bt/ ERARE
owners of the Company BEARE

At 31 December 2015 N_E-RE+-F=1-H
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STATEMENT OF FINANCIAL POSITION OF
THE COMPANY (continued)

A summary of the Company’s reserve is as follows: (continued)
Note:

(@)  The contributed surplus of the Company represents the
difference between the then combined net assets value of the
subsidiaries acquired pursuant to the group reorganisation
and the nominal value of the shares of the Company issued in
exchange therefor.

APPROVAL OF THE FINANCIAL
STATEMENTS

The financial statements were approved and authorised for
issue by the board of directors on 22 March 2016.

Notes to Financial Statements Bf#& R &R MIzT

57. D B B AR R 2R ()
AREREBOBENT : (&)
B3 -
(a) AR EIHTE A AR 1 o I 5 4 B B
FRAAMEEA M EEFERAR A AK
BR_E A G R A BT IR O B
ByEE o
58. HEMERE

BEFePR T —RNFZA-F+-_AHER
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FINANCIAL SUMMARY

MBHME

The following is a summary of the audited financial statements of
China Mengniu Dairy Company Limited (the “Company”) and its
subsidiaries for the respective years.

TIRPERFAXARQB(ARF ) REF
RAN TR EFE 2 RERZYEREMR ©

RESULTS S
Year ended
BE+t-A=+—-HLEE
2015 2014 2013 2012 2011
= id T hF —F=Ff % -Ff T F
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
N ARETT  ARETT  ARETT  ARETRT
Revenue LN 49,026,516 50,049,243 43,356,908 35,999,990 37,387,844
Profit before tax from continuing REBEREEE 7T
operations FiIE 3,030,170 3,150,008 2,204,503 1,733,863 2,060,630
Income tax expense FiEH (510,038) (459,292) (366,713) (245,476) (276,081)
Profit for the year from continuing TEBEREEHE 7 KE
operations I8 2,520,132 2,690,716 1,837,790 1,488,387 1,784,549
Profit/(loss) for the year from REERELEEB LK
discontinued operation EFIE/(58) 122 (63) 24,198 429 -
Profit for the year AEFE 2,520,254 2,690,653 1,861,988 1,488,816 1,784,549
Attrioutable to: TR :
Owners of the Company ARREEA 2,367,291 2,350,803 1,630,925 1,303,101 1,689,274
Non-controlling interests IR R 152,963 339,850 231,063 185,715 195,275
Proposed dividend BRRE 549,357 548,406 367,053 282,917 349,953
Earnings per share attributable to ANBERREE AER
ordinary equity holders of the BRAMARE)
Company (RMB) (note (i) (FEEEG)) Restated Restated Restated Restated
For profit for the year REFH gE mER gEi LER
- Basic —EK 0.609 0.605 0.452 0.369 0.454
- Diluted -#% 0.607 0.602 0.448 0.369 0453




@ China Mengniu Dairy Company Limited FEIE4 A £ GR AT
Financial Summary B #&# =

ASSETS, LIABILITIES AND EQUITY EE BERER

At 31 December

R+=—A=+—H
2015 2014 2013 2012 2011
BN —T-NF  —T-=f T —T——F
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Nigawn ARETT  ARETT  ARETT ARET:

23 50,652,541 47,080,792 40,339,396 20,915,894 19,999,679

Total assets BEE

Total liabilities B 24,037,387 22,587,919 22,328,258 7,794,787 7,950,859
Equity attributable to owners of AREEB AELER

the Company 22,136,239 21,489,400 15,360,918 12,489,245 11,471,058
Non-controlling interests FEER IR R 4,478,915 3,003,473 2,650,220 631,862 577,762
Note: iz -

()  The calculation basis for the earnings per share attributable to () RATEBRBREEEAELSRAFNGTER
ordinary equity holders of the Company is set out in note 14 to the EHPNRE MBS mRMT14 -
consolidated financial statements.
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