Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited
take no responsibility for the contents of this announcement, make no representation as to its
accuracy or completeness and expressly disclaim any liability whatsoever for any loss howsoever
arising from or in reliance upon the whole or any part of the contents of this announcement.

This announcement is for information purposes only and does not constitute an invitation or
offer to acquire, purchase or subscribe for securities.

This announcement does not constitute or form a part of any offer or solicitation to purchase
or subscribe for securities in the United States. The securities have not been and will not be
registered under the U.S. Securities Act of 1933, as amended (the “Securities Act”), or the
securities laws of any state of the United States or other jurisdiction. Unless they are registered,
the securities may be offered only in transactions that are exempt from registration under the
Securities Act or the securities laws of any other jurisdiction. This offering is made solely in
offshore transactions in compliance with Regulation S under the Securities Act. Any public
offering of securities to be made in the United States will be made by means of a prospectus.
Such prospectus will contain detailed information about the company making the offer and its
management and financial statements. The Issuer (as defined below) does not intend to make
any public offering of securities in the United States or in any other jurisdiction where such an
offering is restricted or prohibited.

This announcement and the offering circular referred to herein are for information purposes
only as required by the Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited and do not constitute an offer to sell or acquire or the solicitation
of an offer to buy any securities. Neither this announcement nor anything referred to
herein (including the offering circular) forms the basis for any contract or commitment
whatsoever. For the avoidance of doubt, the publication of this announcement and the offering
circular referred to herein shall not be deemed to be an offer of securities made pursuant to a
prospectus issued by or on behalf of the issuer for the purposes of the Companies (Winding Up and
Miscellaneous Provisions) Ordinance (Cap. 32 of the Laws of Hong Kong) nor shall it constitute
an advertisement, invitation or document containing an invitation to the public to enter into or
offer to enter into an agreement to acquire, dispose of, subscribe for or underwrite securities
for the purposes of the Securities and Futures Ordinance (Cap. 571 of the Laws of Hong Kong).



Notice to Hong Kong investors: China Modern Dairy Holdings Ltd. (the “Issuer”) confirms
that the Bonds (as defined below) are intended for purchase by professional investors (as defined
in Chapter 37 of the Rules Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited) only and are listed on The Stock Exchange of Hong Kong Limited on that basis.
Accordingly, the Issuer confirms that the Bonds are not appropriate as an investment for retail
investors in Hong Kong. Investors should carefully consider the risks involved.
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(Stock Code: 1117)

US$500,000,000 2.125% Bonds due 2026
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(the “Bonds”)

Joint Global Coordinators, Joint Lead Managers and Joint Bookrunners
Barclays Citigroup
DBS Bank Ltd. J.P. Morgan China International Capital
Corporation
Joint Lead Managers and Joint Bookrunners

Rabobank CMB International

This announcement is issued pursuant to Rule 37.39A of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited.



Please refer to the offering circular relating to the Bonds dated 7 July 2021 (the “Offering
Circular”) appended hereto. The Offering Circular is published in English only. No Chinese
version of the Offering Circular has been published.

By order of the Board of
China Modern Dairy Holdings Ltd.
LU Minfang
Chairman

Hong Kong, 15 July 2021

As of the date of this announcement, the executive Director is Mr. SUN Yugang, the
non-executive Directors are Mr. LU Minfang (Chairman), Mr. ZHAO Jiejun, Mr. ZHANG Ping,
Mr. ZHU Xiaohui and Ms. GAN Lu, and the independent non-executive Directors are Mr. LI
Shengli, Mr. LEE Kong Wai Conway and Mr. CHOW Ming Sang.



IMPORTANT NOTICE

NOT FOR DISTRIBUTION DIRECTLY OR INDIRECTLY
IN OR INTO THE UNITED STATES

IMPORTANT: You must read the following disclaimer before continuing. The following disclaimer applies to the
preliminary offering circular (this “Offering Circular”) attached to this e-mail. You are therefore advised to read this
disclaimer carefully before reading, accessing or making any other use of this Offering Circular. In accessing this Offering
Circular, you agree to be bound by the following terms and conditions, including any modifications to them from time to
time, each time you receive any information as a result of such access. You acknowledge that the access to this Offering
Circular is intended for use by you only and you agree you will not forward or otherwise provide access to any other
person.

NOTHING IN THIS ELECTRONIC TRANSMISSION CONSTITUTES AN OFFER OF SECURITIES FOR SALE
IN THE UNITED STATES OR ANY OTHER JURISDICTION WHERE IT IS UNLAWFUL TO DO SO.

THE SECURITIES (THE “SECURITIES”) (AS DESCRIBED IN THIS OFFERING CIRCULAR) HAVE NOT
BEEN, AND WILL NOT BE, REGISTERED UNDER THE UNITED STATES SECURITIES ACT OF 1933, AS
AMENDED (THE “SECURITIES ACT”), OR THE SECURITIES LAWS OF ANY STATE OF THE UNITED
STATES OR OTHER JURISDICTION AND THE SECURITIES MAY NOT BE OFFERED OR SOLD IN THE
UNITED STATES, EXCEPT PURSUANT TO AN EXEMPTION FROM, OR IN A TRANSACTION NOT SUBJECT
TO, THE REGISTRATION REQUIREMENTS OF THE SECURITIES ACT AND APPLICABLE STATE OR
LOCAL SECURITIES LAWS. THIS OFFERING IS MADE SOLELY IN OFFSHORE TRANSACTIONS OUTSIDE
THE UNITED STATES PURSUANT TO REGULATION S UNDER THE SECURITIES ACT.

THIS OFFERING CIRCULAR MAY NOT BE FORWARDED OR DISTRIBUTED TO ANY OTHER PERSON AND
MAY NOT BE REPRODUCED IN ANY MANNER WHATSOEVER AND, IN PARTICULAR, MAY NOT BE
FORWARDED TO ANY ADDRESS IN THE UNITED STATES. ANY FORWARDING, DISTRIBUTION OR
REPRODUCTION OF THIS DOCUMENT IN WHOLE OR IN PART IS UNAUTHORISED. FAILURE TO
COMPLY WITH THIS DIRECTIVE MAY RESULT IN A VIOLATION OF THE SECURITIES ACT OR THE
APPLICABLE LAWS OF OTHER JURISDICTIONS.

Confirmation of Your Representation: You have accessed the attached document on the basis that you have confirmed to
China Modern Dairy Holdings Ltd. (the “Issuer”) and Barclays Bank PLC, Citigroup Global Markets Limited, DBS Bank
Ltd., J.P. Morgan Securities plc, China International Capital Corporation Hong Kong Securities Limited, Codperatieve
Rabobank U.A., Hong Kong Branch and CMB International Capital Limited (each a “Joint Lead Manager” and together
the “Joint Lead Managers”) that: (1) you and any customers you represent are not in the United States, (2) the e-mail
address that you provided and to which this e-mail has been delivered is not located in the United States, (3) you consent
to delivery of this document and any amendments or supplements by electronic transmission, and (4) to the extent you
purchase the Securities, you will be doing so in an offshore transaction as defined in regulations under the Securities Act
in compliance with Regulation S thereunder.

The Offering Circular has been sent to you in an electronic form. You are reminded that documents transmitted via this
medium may be altered or changed during the process of electronic transmission and consequently none of the Issuer, the
Joint Lead Managers, the Trustee, the Agents, nor any of their respective affiliates, officers, employees, agents,
representatives, directors, or advisors, nor any, person who controls any of them accepts any liability or responsibility
whatsoever in respect of any difference between the Offering Circular distributed to you in electronic format and the hard
copy version available to you on request from the Joint Lead Managers.

Restrictions: The Offering Circular is being furnished in connection with an offering in offshore transactions outside of
the United States in compliance with Regulation S under the Securities Act solely for the purpose of enabling a
prospective investor to consider the purchase of the Securities.

Nothing in this electronic transmission constitutes, and may not be used in connection with, an offer or an invitation by or
on behalf of any of the Issuer or the Joint Lead Managers to subscribe or purchase any of the Securities, in any place
where offers or solicitations are not permitted by law and access has been limited so that it shall not constitute in the
United States or elsewhere directed selling efforts (within the meaning of Regulation S under the Securities Act). If a
jurisdiction requires that the offering be made by a licensed broker or dealer and the Joint Lead Managers or any affiliate
of the Joint Lead Managers is a licensed broker or dealer in that jurisdiction, the offering shall be deemed to be made by
the Joint Lead Managers or such affiliate on behalf of the Issuer in such jurisdiction. Any Securities to be issued in respect
thereof will not be registered under the Securities Act and may not be offered or sold in the United States unless registered
under the Securities Act or pursuant to an exemption from such registration. Access has been limited so that it shall not
constitute a general solicitation in the United States or elsewhere. If you have gained access to this transmission contrary
to the foregoing restrictions, you will be unable to purchase any of the Securities.

You are reminded that you have accessed this Offering Circular on the basis that you are a person into whose possession
this Offering Circular may be lawfully delivered in accordance with the laws of the jurisdiction in which you are located.

Actions that you may not take: If you receive this Offering Circular by e-mail, you should not reply by e-mail to this
electronic transmission, and you may not purchase any securities by doing so. Any reply e-mail communications,
including those you generate by using the “Reply” function on your e-mail software, will be ignored or rejected.

You are responsible for protecting against viruses and other destructive items. If you receive this document by email,
your use of this e-mail is at your own risk and it is your responsibility to take precautions to ensure that it is free from
viruses and other items of a destructive nature.



OFFERING CIRCULAR STRICTLY CONFIDENTIAL
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China Modern Dairy Holdings Ltd.
B B AR R A R A

(Incorporated in the Cayman Islands with limited liability)
(Stock Code: 1117)
US$500,000,000 2.125 per cent. Bonds due 2026

Issue Price: 99.717 per cent.

The 2.125 per cent. bonds due 2026 in the aggregate principal amount of US$500,000,000 (the “Bonds”) will be issued by China Modern Dairy Holdings Ltd. (the “Company” or the
“Issuer”), a company incorporated under the laws of the Cayman Islands with limited liability.

The Bonds will bear interest on their outstanding principal amount from and including 14 July 2021 at the rate of 2.125 per cent. per annum, payable semi-annually in arrear in equal
instalments on 14 January and 14 July in each year (each an “Interest Payment Date”), commencing on 14 January 2022 in accordance with the terms and conditions of the Bonds (the
“Conditions” or the “Terms and Conditions™).

All payments of principal, premium (if any) and interest by or on behalf of the Issuer in respect of the Bonds shall be made free and clear of, and without set-off or counterclaim and without
withholding or deduction for or on account of, any present or future taxes, duties, fees, assessments or governmental charges of whatever nature imposed, levied, collected, withheld or
assessed by or within the Cayman Island or PRC, or in each case any political subdivision or authority therein or thereof having power to tax, unless such withholding or deduction of such
taxes, duties, fees, assessments or government charges is required by law.

Unless previously redeemed, or purchased and cancelled, the Issuer will redeem the Bonds at their principal amount on 14 July 2026 (the “Maturity Date”). The Bonds are subject to
redemption, in whole but not in part, at their principal amount together with accrued interest, at the option of the Company at any time in the event of certain changes affecting taxes of the
Cayman Islands or the PRC. At any time following the occurrence of a Change of Control Triggering Event (as defined in the Conditions), each holder of the Bonds (the “Bondholder”) will
have the right, at such Bondholder’s option, to require the Issuer to redeem all but not some only of such Bondholder’s Bonds on the Put Settlement Date (as defined in the Conditions) at 101
per cent. of their principal amount together with accrued interest to (but not including) such Put Settlement Date. The Bonds are also subject to redemption at any time prior to 14 June 2026
on the Make Whole Option Redemption Date (as defined in the Conditions), in whole but not in part, at the Make Whole Price (as defined in the Conditions), together with accrued and
unpaid interest, at the option of the Issuer. The Bonds are also subject to redemption, at any time from or after 14 June 2026, in whole but not in part, at a redemption price equal to 100% of
the principal amount of the Bonds, together with accrued and unpaid interest, at the option of the Issuer. See “Terms and Conditions of the Bonds — Redemption and Purchase”.

The Bonds will constitute direct, unsubordinated, unconditional and (subject to Condition 4(a) of the Terms and Conditions of the Bonds) unsecured obligations of the Issuer and shall at all
times rank pari passu and without any preference among themselves. The payment obligations of the Issuer under the Bonds shall, save for such exceptions as may be provided by applicable
legislation and subject to Condition 4(a) of the Terms and Conditions of the Bonds, at all times rank at least equally with all the Issuer’s other present and future unsecured and
unsubordinated obligations.

The denomination of the Bonds shall be US$200,000 and integral multiples of US$1,000 in excess thereof.

In accordance with the Circular on Promoting the Reform of the Administrative System on the Issuance by Enterprises of Foreign Debt Filings and Registrations (15 5 %5 J& g ¥ Z B ik #fis 3
A SEEE AT A 528 O A B 1 3 N (B i /M (201512044 5F)) (the “NDRC Circular™) issued by the National Development and Reform Commission of the PRC (the “NDRC™) on 14
September 2015 which came into effect on the same day, Modern Farming (Group) Co., Ltd. has registered the issuance of the Bonds with the NDRC and obtained a certificate from the
NDRC on 28 June 2021 evidencing such registration, under which the Company has been granted a foreign debt issuance quota. The Company has undertaken to provide the requisite
information on the issuance of the Bonds to the NDRC within 10 PRC Business Days (as defined in the Conditions) after the Issue Date (as defined below).

The Bonds have not been and will not be registered under the United States Securities Act of 1933, as amended (the “Securities Act”). The Bonds, subject to certain exceptions, may
not be offered or sold within the United States and are only being offered and sold outside of the United States in compliance with Regulation Sunder the Securities Act
(“Regulation S”). For a description of these and certain restrictions on offers and sales of the Bonds and the distribution of this Offering Circular, see “Subscription and Sale”.

Application will be made to The Stock Exchange of Hong Kong Limited (the “Hong Kong Stock Exchange”) for the listing of the Bonds by way of debt issues to professional investors (as
defined in Chapter 37 of the Rules Governing the Listing of Securities on the Hong Kong Stock Exchange) (“Professional Investors”) only. This document is for distribution to Professional
Investors only.

Notice to Hong Kong investors: The Issuer confirms that the Bonds are intended for purchase by Professional Investors only and will be listed on the Hong Kong Stock Exchange on that
basis. Accordingly, the Issuer confirms that the Bonds are not appropriate as an investment for retail investors in Hong Kong. Investors should carefully consider the risks involved.

The Hong Kong Stock Exchange has not reviewed the contents of this document, other than to ensure that the prescribed form di and responsibility and a
statement limiting distribution of this document to Professional Investors only have been reproduced in this document. Listing of the Bonds on the Hong Kong Stock Exchange is
not to be taken as an indication of the commercial merits or credit quality of the Bonds or the Issuer or quality of disclosure in this document. Hong Kong Exchanges and Clearing
Limited and the Hong Kong Stock Exchange take no responsibility for the contents of this document, make no representation as to its accuracy or completeness and expressly disclaim any
liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this document. This Offering Circular includes particulars given in
compliance with the Listing Rules for the purpose of giving information with regard to the Company. The Company accepts full responsibility for the accuracy of the information contained
in this Offering Circular and confirms, having made all reasonable enquiries, that to the best of its knowledge and belief there are no other facts the omission of which would make any
statement herein misleading.

Prospective investors should have regard to the factors described under the section headed “Risk Factors” in this Offering Circular.

The Company is assigned a corporate rating of BBB (Stable) by S&P Global Ratings (“S&P™). Such rating is only correct as at the date of this Offering Circular. The Bonds are expected to
be assigned a rating of “BBB” by S&P. A rating is not a reccommendation to buy, sell or hold the Bonds and may be subject to suspension, reduction or withdrawal at any time by S&P. A
suspension, reduction or withdrawal of the rating assigned to the Bonds may adversely affect the market price of the Bonds.

The Bonds will initially be evidenced by a global certificate (the “Global Certificate”) in registered form, which will be registered in the name of a nominee of, and shall be deposited on or
about 14 July 2021 (the “Issue Date”) with a common depositary for Euroclear Bank SA/NV (“Euroclear”) and Clearstream Banking S.A. (“Clearstream”). Beneficial interests in the

Global Certificate will be shown on, and transfers thereof will be effected only through, records maintained by Euroclear and Clearstream. Except as described herein, certificates for the
Bonds of each series will not be issued in exchange for interests in the Global Certificate. See “Summary of Provisions relating to the Bonds while in Global Form”.

Joint Global Coordinators, Joint Lead Managers and Joint Bookrunners
Barclays Citigroup
DBS Bank Ltd. J.P. Morgan China International Capital Corporation

Joint Lead Managers and Joint Bookrunners

Rabobank CMB International
The date of this Offering Circular is 7 July 2021
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IMPORTANT NOTICE

THIS OFFERING CIRCULAR DOES NOT CONSTITUTE AN OFFER TO SELL, OR A
SOLICITATION OF AN OFFER TO BUY, ANY SECURITIES IN ANY JURISDICTION
TO ANY PERSON TO WHOM IT IS UNLAWFUL TO MAKE THE OFFER OR
SOLICITATION IN SUCH JURISDICTION. NEITHER THE DELIVERY OF THIS
OFFERING CIRCULAR NOR ANY SALE MADE HEREUNDER SHALL UNDER ANY
CIRCUMSTANCES IMPLY THAT THERE HAS BEEN NO CHANGE IN THE AFFAIRS
OF THE COMPANY OR THE GROUP OR THAT THE INFORMATION SET FORTH IN
THIS OFFERING CIRCULAR IS CORRECT AS AT ANY DATE SUBSEQUENT TO
THE DATE HEREOF.

Hong Kong Exchanges and Clearing Limited and the Hong Kong Stock Exchange take no
responsibility for the contents of this Offering Circular, make no representation as to its
accuracy or completeness and expressly disclaim any liability whatsoever for any loss
howsoever arising from or in reliance upon the whole or any part of the contents of this
Offering Circular. This Offering Circular includes particulars given in compliance with the
Listing Rules for the purpose of giving information with regard to the Company and its
consolidated subsidiaries (collectively, the “Group”). The Company accepts full
responsibility for the accuracy of the information contained in this Offering Circular and
confirms, having made all reasonable enquiries, that to the best of its knowledge and belief
there are no other facts the omission of which would make any statement herein misleading.
Investors are advised to read and understand the contents of this Offering Circular before
investing. If in doubt, investors should consult their advisors.

The Company, having made all reasonable enquiries, confirms that (i) this Offering Circular
(including any amendments and supplements thereto) contains all information with respect to
the Company, the Group and the Bonds which is material in the context of the issue and
offering of the Bonds (including the information which is required by applicable laws and,
according to the particular nature of the Company, the Group and the Bonds, is necessary to
enable investors and their investment advisors to make an informed assessment of the assets
and liabilities, financial position, profits and losses, and prospects of the Company and the
Group and of the rights attaching to the Bonds); (ii) the statements relating to the Company,
the Group and the Bonds contained in this Offering Circular are in every material respect true
and accurate and not misleading; (iii) the opinions and intentions with regard to the Company,
the Group and the Bonds expressed in this Offering Circular are honestly held, have been
reached after considering all relevant circumstances and are based on reasonable assumptions;
(iv) there are no other facts in relation to the Company, the Group or the Bonds the omission of
which would, in the context of the issue and offering of the Bonds, make any statement in this
Offering Circular misleading in any material respect; (v) all reasonable enquiries have been
made by the Company to ascertain such facts and to verify the accuracy of all such information
and statements; (vi) this Offering Circular does not include an untrue statement of a material
fact or omit to state a material fact necessary in order to make the statement therein, in light of
the circumstances under which they were made, not misleading; and (vii) the statistical,
industry and market-related data and forward-looking statements included in this Offering
Circular are based on or derived from or extracted from sources which the Company believes
to be accurate and reliable in all material respects.



This Offering Circular has been prepared by the Company solely for use in connection with
the proposed offering of the Bonds described in this Offering Circular. The distribution of this
Offering Circular and the offering of the Bonds in certain jurisdictions may be restricted by
law. Persons into whose possession this Offering Circular comes are required by the Company
and Barclays Bank PLC, Citigroup Global Markets Limited, DBS Bank Ltd., J.P. Morgan
Securities plc, China International Capital Corporation Hong Kong Securities Limited,
Cooperatieve Rabobank U.A., Hong Kong Branch and CMB International Capital Limited
(collectively, the “Joint Lead Managers”), the Trustee, the Agents and any of their respective
affiliates, officers, employees, agents, representatives, directors and advisers, and any person
who controls any of them to inform themselves about and to observe any such restrictions. No
action is being taken to permit a public offering of the Bonds or the possession or distribution
of this Offering Circular or any offering or publicity material relating to the Bonds in any
jurisdiction where action would be required for such purposes. There are restrictions on the
offer and sale of the Bonds, and the circulation of documents relating thereto, in certain
jurisdictions and to persons connected therewith. For a description of certain further
restrictions on offers, sales and resales of the Bonds and the distribution of this Offering
Circular, see “Subscription and Sale”. By purchasing the Bonds, investors are deemed to have
investors represented and agreed to all of those provisions contained in that section of this
Offering Circular. This Offering Circular is personal to each offeree and does not constitute an
offer to any other person or to the public generally to subscribe for, or otherwise acquire, the
Bonds. Distribution of this Offering Circular to any other person other than the prospective
investor and any person retained to advise such prospective investor with respect to its
purchase is unauthorised. Each prospective investor, by accepting delivery of this Offering
Circular, is deemed to have agreed to the foregoing and to make no photocopies of this
Offering Circular or any documents referred to in this Offering Circular.

No person has been or is authorised in connection with the issue, offer, sale, marketing or
distribution of the Bonds to give any information or to make any representation concerning the
Company, the Group or the Bonds other than as contained herein and, if given or made, any
such other information or representation should not be relied upon as having been authorised
by the Company, the Joint Lead Managers, the Agents (as defined in the Terms and
Conditions) or any of their respective affiliates, officers, employees, agents, representatives,
directors or advisors, or any person who controls any of them. Neither the delivery of this
Offering Circular nor any offering, sale or delivery made in connection with the issue of the
Bonds shall, under any circumstances, constitute a representation that there has been no
change or development reasonably likely to involve a change in the affairs of the Company or
the Group, or any of them since the date hereof or create any implication that the information
contained herein is correct as at any date subsequent to the date hereof.

None of the Joint Lead Managers, the Trustee, or the Agents or any of their respective
directors, officers, employees, affiliates, representatives, agents or advisors, or any person
who controls any of them has independently verified the information contained in this
Offering Circular. Nothing contained in this Offering Circular is, or shall be relied upon as, a
promise, or warranty by the Joint Lead Managers, the Trustee or the Agents or any of their
respective directors, officers, employees, affiliates, representatives, agents or advisors, or any
person who controls any of them. This Offering Circular is not intended to provide the basis of
any credit or other evaluation nor should it be considered as a recommendation by any of the
Company, the Joint Lead Managers, the Trustee or the Agents or any of the respective
affiliates, officers, employees, agents, representatives, directors or advisers, or any person who
controls any of them that any recipient of this Offering Circular should purchase the Bonds.
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Each person receiving this Offering Circular acknowledges that such person has not relied on
the Joint Lead Managers, the Trustee or the Agents or any of their respective directors,
officers, employees, affiliates, representatives, agents or advisors or any person who controls
any of them in connection with its investigation of the accuracy of such information or its
investment decision, and such person must rely on its own examination of the Company and
the Group, and the merits and risks involved in investing in the Bonds. See “Risk Factors” for
a discussion of certain factors to be considered in connection with an investment in the Bonds.

To the fullest extent permitted by law, none of the Joint Lead Managers, the Trustee, the
Agents or any of their respective directors, officers, employees, affiliates, representatives,
agents or advisors, or any person who controls any of them accepts any responsibility for the
contents of this Offering Circular and assumes no responsibility for the contents, accuracy,
completeness or sufficiency of any such information or for any other statement made or
purported to be made by the Joint Lead Managers, the Trustee, or the Agent, or any of their
respective directors, officers, employees, affiliates, representatives, agents or advisors, or any
person who controls any of them or on their behalf in connection with the Company, the
Group, or the issue and offering of the Bonds. Each of the Joint Lead Managers, the Trustee
and the Agents and their respective directors, officers, employees, affiliates, representatives,
agents or advisors and any person who controls any of them accordingly disclaims all and any
liability, whether arising in tort or contract or otherwise, which it might otherwise have in
respect of this Offering Circular or any such statement. None of the Joint Lead Managers, the
Trustee or the Agents or any of their respective directors, officers, employees, affiliates,
representatives, agents or advisors, or any person who controls any of them undertakes to
review the results of operations, financial condition or affairs of the Company or the Group
during the life of the arrangements contemplated by this Offering Circular or to advise any
investor or prospective investor in the Bonds of any information coming to the attention of the
Joint Lead Managers, the Trustee or the Agents or any of their respective directors, officers,
employees, affiliates, representatives, agents or advisors, or any person who controls any of
them.

PRIIPs REGULATION/PROHIBITION OF SALES TO EEA RETAIL INVESTORS - The
Bonds are not intended to be offered, sold or otherwise made available to and should not be
offered, sold or otherwise made available to any retail investor in the European Economic Area
(“EEA”). For these purposes, a retail investor means a person who is one (or more) of: (i) a
retail client as defined in point (11) of Article 4(1) of Directive 2014/65/EU (as amended,
“MiFID II”); (ii) a customer within the meaning of Directive (EU) 2016/97 (the “Insurance
Distribution Directive”), where that customer would not qualify as a professional client as
defined in point (10) of Article 4(1) of MiFID II. Consequently no key information document
required by Regulation (EU) No 1286/2014 (the “PRIIPs Regulation™) for offering or selling
the Bonds or otherwise making them available to retail investors in the EEA has been prepared
and therefore offering or selling the Bonds or otherwise making them available to any retail
investor in the EEA may be unlawful under the PRIIPs Regulation.
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UK PRIIPs REGULATION/PROHIBITION OF SALES TO UK RETAIL INVESTORS -
The Bonds are not intended to be offered, sold or otherwise made available to and should not
be offered, sold or otherwise made available to any retail investor in the United Kingdom (the
“UK”). For these purposes, a retail investor means a person who is one (or more) of: (i) a retail
client, as defined in point (8) of Article 2 of Regulation (EU) No 2017/565 as it forms part of
domestic law by virtue of the European Union (Withdrawal) Act 2018 (the “EUWA”); (ii) a
customer within the meaning of the provisions of the Financial Services and Markets Act 2000
(the “FSMA”) and any rules or regulations made under the FSMA to implement the Insurance
Distribution Directive, where that customer would not qualify as a professional client, as
defined in point (8) of Article 2(1) of Regulation (EU) No 600/2014 as it forms part of
domestic law by virtue of the EUWA. Consequently no key information document required by
the PRIIPs Regulation as it forms part of domestic law by virtue of the EUWA (the “UK
PRIIPs Regulation”) for offering or selling the Bonds or otherwise making them available to
retail investors in the UK has been prepared and therefore offering or selling the Bonds or
otherwise making them available to any retail investor in the UK may be unlawful under the
UK PRIIPs Regulation.

Singapore SFA Product Classification: In connection with Section 309B of the Securities
and Futures Act (Chapter 289) of Singapore (the “SFA”) and the Securities and Futures
(Capital Markets Products) Regulations 2018 of Singapore (the “CMP Regulations 2018”),
the Issuer has determined, and hereby notifies all relevant persons (as defined in Section
309A(1) of the SFA), that the Bonds as prescribed capital markets products (as defined in the
CMP Regulations 2018) and Excluded Investment Products (as defined in MAS Notice SFA
04-N12: Notice on the Sale of Investment Products and MAS Notice FAA-N16: Notice on
Recommendations on Investment Products).

Cayman Islands Data Protection

The Issuer has certain duties under the Data Protection Act (As Revised) of the Cayman
Islands (the “DPA”) based on internationally accepted principles of data privacy.

Prospective investors should note that, by virtue of making investments in the Bonds and the
associated interactions with the Issuer and its affiliates and/or delegates, or by virtue of
providing the Issuer with personal information on individuals connected with the investor (for
example directors, trustees, employees, representatives, shareholders, investors, clients,
beneficial owners or agents) such individuals will be providing the Issuer and its affiliates
and/or delegates with certain personal information which constitutes personal data within the
meaning of the DPA. The Issuer shall act as a data controller in respect of this personal data
and its affiliates and/or delegates may act as data processors (or data controllers in their own
right in some circumstances).

By investing in the Bonds, the Bondholders shall be deemed to acknowledge that they have
read in detail and understood the Privacy Notice set out below and that such Privacy Notice
provides an outline of their data protection rights and obligations as they relate to the
investment in the Bonds.

Oversight of the DPA is the responsibility of the Ombudsman’s office of the Cayman Islands.
Breach of the DPA by the Issuer could lead to enforcement action by the Ombudsman,
including the imposition of remediation orders, monetary penalties or referral for criminal
prosecution.
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Privacy Notice
Introduction

The purpose of this notice is to provide Bondholders with information on the Issuer’s use of
their personal data in accordance with the Data Protection Act (As Revised) of the Cayman
Islands (the “DPA”).

In the following discussion, “Issuer” refers to the Issuer and its or their affiliates and/or
delegates, except where the context requires otherwise.

Investor Data

By virtue of making an investment in the Issuer and a Bondholder’s associated interactions
with the Issuer (including any subscription (whether past, present of future), including the
recording of electronic communications or phone calls where applicable) or by virtue of a
Bondholder otherwise providing the Issuer with personal information on individuals connected
with the Bondholder as an investor (for example directors, trustees, employees,
representatives, shareholders, investors, clients, beneficial owners or agents), the Bondholder
will provide the Issuer with certain personal information which constitutes personal data
within the meaning of the DPA (“Investor Data”). The Issuer may also obtain Investor Data
from other public sources. Investor Data includes, without limitation, the following
information relating to a Bondholder and/or any individuals connected with a Bondholder as
an investor: name, residential address, email address, contact details, corporate contact
information, signature, nationality, place of birth, date of birth, tax identification, credit
history, correspondence records, passport number, bank account details, source of funds
details and details relating to the Bondholder’s investment activity.

In the Issuer’s use of Investor Data, the Issuer will be characterised as a “data controller” for
the purposes of the DPA. The Issuer’s affiliates and delegates may act as “data processors” for
the purposes of the DPA.

Who this Affects

If a Bondholder is a natural person, this will affect such Bondholder directly. If a Bondholder
is a corporate investor (including, for these purposes, legal arrangements such as trusts or
exempted limited partnerships) that provides the Issuer with Investor Data on individuals
connected to such Bondholder for any reason in relation to such Bondholder’s investment with
the Issuer, this will be relevant for those individuals and such Bondholder should transmit the
content of this Privacy Notice to such individuals or otherwise advise them of its content.



How the Issuer May Use a Bondholder’s Personal Data

The Issuer, as the data controller, may collect, store and use Investor Data for lawful purposes,
including, in particular:

(i) where this is necessary for the performance of the Issuer’s rights and obligations under
any subscription agreements or purchase agreements;

(ii) where this is necessary for compliance with a legal and regulatory obligation to which the
Issuer is subject (such as compliance with anti-money laundering and FATCA/CRS
requirements); and/or

(ii1) where this is necessary for the purposes of the Issuer’s legitimate interests and such
interests are not overridden by the Bondholder’s interests, fundamental rights or
freedoms.

Should the Issuer wish to use Investor Data for other specific purposes (including, if
applicable, any purpose that requires a Bondholder’s consent), the Issuer will contact the
applicable Bondholders.

Why the Issuer May Transfer a Bondholder’s Personal Data

In certain circumstances the Issuer and/or its authorised affiliates or delegates may be legally
obliged to share Investor Data and other information with respect to a Bondholder’s interest in
the Issuer with the relevant regulatory authorities such as the Cayman Islands Monetary
Authority or the Tax Information Authority. They, in turn, may exchange this information with
foreign authorities, including tax authorities.

The Issuer anticipates disclosing Investor Data to others who provide services to the Issuer and
their respective affiliates (which may include certain entities located outside the Cayman
Islands or the European Economic Area), who will process a Bondholder’s personal data on
the Issuer’s behalf.

The Data Protection Measures the Issuer Takes

Any transfer of Investor Data by the Issuer or its duly authorised affiliates and/or delegates
outside of the Cayman Islands shall be in accordance with the requirements of the DPA.

The Issuer and its duly authorised affiliates and/or delegates shall apply appropriate technical
and organisational information security measures designed to protect against unauthorised or
unlawful processing of Investor Data, and against accidental loss or destruction of, or damage
to, Investor Data.

The Issuer shall notify a Bondholder of any Investor Data breach that is reasonably likely to

result in a risk to the interests, fundamental rights or freedoms of either such Bondholder or
those data subjects to whom the relevant Investor Data relates.
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IN CONNECTION WITH THIS OFFERING, ANY OF THE JOINT LEAD MANAGERS
ACTING IN ITS CAPACITY AS THE STABILISATION MANAGER (THE
“STABILISATION MANAGER”), OR ANY PERSON(S) ACTING ON BEHALF OF THE
STABILISATION MANAGER, MAY OVER-ALLOT THE BONDS OR EFFECT
TRANSACTIONS WITH A VIEW TO SUPPORTING THE MARKET PRICE OF THE
BONDS AT A LEVEL HIGHER THAN THAT WHICH MIGHT OTHERWISE PREVAIL.
HOWEVER, THERE IS NO ASSURANCE THAT THE STABILISATION MANAGER
(OR PERSONS ACTING ON BEHALF OF THE STABILISATION MANAGER) WILL
UNDERTAKE STABILISATION ACTION. ANY STABILISATION ACTION MAY
BEGIN ON OR AFTER THE DATE ON WHICH ADEQUATE PUBLIC DISCLOSURE
OF THE TERMS OF THE OFFER OF THE BONDS IS MADE AND, IF BEGUN, MAY
BE ENDED AT ANY TIME, BUT IT MUST END NO LATER THAN THE EARLIER OF
30 DAYS AFTER THE ISSUE OF THE BONDS AND 60 DAYS AFTER THE DATE OF
THE ALLOTMENT OF THE BONDS. ANY STABILISATION ACTION OR
OVER-ALLOTMENT MUST BE CONDUCTED BY THE RELEVANT STABILISATION
MANAGER (OR PERSONS ACTING ON BEHALF OF THE STABILISATION
MANAGER) IN ACCORDANCE WITH ALL APPLICABLE LAWS AND RULES.

This Offering Circular is provided solely for the purpose of enabling the recipient to consider
purchasing the Bonds. The investors or prospective investors should read this Offering
Circular carefully before making a decision regarding whether or not to purchase the Bonds.
This Offering Circular cannot be used for any other purpose and any information in this
Offering Circular cannot be disclosed to any other person. This Offering Circular is personal
to each prospective investor and does not constitute an offer to any other person or to the
public generally to purchase or otherwise acquire the Bonds.

This Offering Circular summarises certain material documents and other information, and the
Company and the Joint Lead Managers refer the recipient of this Offering Circular to them for
a more complete understanding of what is contained in this Offering Circular. None of the
Company, the Group, the Joint Lead Managers, the Trustee, or the Agents or any of their
respective directors, officers, employees, affiliates, representatives, agents or advisors, or any
person who controls any of them are making any representations to any purchaser of the Bonds
regarding the legality of any investment in the Bonds by such purchaser under any legal
investment or similar laws or regulations. The recipient of this Offering Circular should not
consider any information in this Offering Circular to be legal, business or tax advice. Any
investor or prospective investor should consult his/her/its own attorney, business advisor and
tax advisor for legal, business and tax advice regarding an investment in the Bonds.

The contents of this Offering Circular have not been reviewed by any regulatory authority in
any jurisdiction. Investors are advised to exercise caution in relation to the offer. If investors
are in any doubt about any of the contents of this Offering Circular, that investors should
obtain independent professional advice.
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CERTAIN DEFINED TERMS AND CONVENTIONS

This Offering Circular has been prepared using a number of conventions, which you should
consider when reading the information contained herein. When the terms “we”, “us”, “our”,
the “Company”, the “Issuer”, the “Group” and words of similar import are used, they are
referring to China Modern Dairy Holdings Ltd. and its consolidated subsidiaries, unless the

context indicates otherwise.

Unless the contest otherwise requires, references in this Offering Circular to the “Terms and
Conditions of the Bonds” are to the terms and conditions governing the Bonds as set out in the
“Terms and Conditions of the Bonds”.

In this Offering Circular, references to:

“AMY™” ..o are to annual milk yield;

“Bonds” . ................. are to the bonds contemplated to be offered under this
Offering Circular, the terms and conditions of which are
described in the Terms and Conditions;

“Burra Group” . ............. are to Austin Holding Co., Limited and its subsidiaries;

’

“Burra Group Disposition”. . . . . . are to disposal of entire interests held by Fuyuan in
Burra Group;

“Clearstream™ .. ............ are to Clearstream Banking S.A.;

“Company” . ............... are to China Modern Dairy Holdings Ltd. (" [ Bt 43
YVEMA PR/ 7)), whose shares are listed on the Hong
Kong Stock Exchange (Stock Code: 1117);

“COVID-19” . .. ... .. .. .. are to a disease caused by a novel strain of coronavirus,
SARS-COV-2;

“EIT Law” . ............... are to the Enterprise Income Tax Law of the PRC ('3
N R FLFN B A S BT 5B I%);

“Euroclear” ............... are to Euroclear Bank SA/NV;

“FIRB” . ................. are to the Foreign Investment Review Board of Australia;

“Fuyuan” ................. are to Inner Mongolia Fuyuan International Industrial

(Group) Co. Ltd. (NZh B REPREE (EE) FRA
), a limited liability company established in the PRC;

“Fuyuan Acquisition” . .. ... ... are to the proposed acquisition by the Company of the
entire equity interests (direct and indirect) of Fuyuan and
its subsidiaries, and excluding Burra Group;

“Fuyuan Group” ............ are to Fuyuan and its subsidiaries (excluding Burra
Group);
“Group”.. ... ... are to our Company and its consolidated subsidiaries;
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“HK$” and “HK dollars” .. ...

“Hong Kong Stock Exchange” . . .
“IFRS” . . .. ... oo o

“Inner Mongolia Mengniu” . . . .

“Joint Lead Managers” . ... ...

“Mengniu Group”. .. ........

“Modern Farming”.. . ... ... ..

“MOF” . . ... oo o

“NDRC Certificate” . ........

“New Hope” .. ............

“Offering Circular” ... ......

“Off-Take Agreement” . ... ...

“PBoC” . ... ... .. ... ...

are to Hong Kong dollars, the official currency of Hong
Kong;

are to The Stock Exchange of Hong Kong Limited;
are to International Financial Reporting Standards;

are to Inner Mongolia Mengniu Dairy (Group) Co., Ltd.
(M EE ST FLE (D B A BRA R,

are to Barclays Bank PLC, Citigroup Global Markets
Limited, DBS Bank Ltd., J.P. Morgan Securities plc,
China International Capital Corporation Hong Kong
Securities Limited, Codperatieve Rabobank U.A., Hong
Kong Branch and CMB International Capital Limited;

are to the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited;

are to China Mengniu Dairy Company Limited (9 [# 5
4 FLZE A PR/ Al *), whose shares are listed on the Hong
Kong Stock Exchange (Stock code: 2319);

are to Mengniu, together with its consolidated
subsidiaries;

are to Modern Farming (Group) Co., Ltd. (BIfUHZE (4
) AR T,

are to the Ministry of Finance of the PRC GiE NG
AL,

are to the certificate issued by the National Development
and Reform Commission of the PRC on 28 June 2021,
evidencing Modern Farming (Group) Co., Ltd.'s (a
non-wholly owned onshore subsidiary of the Company)
registration of the Company’s proposed issuance of the
Bonds;

are to New Hope Dairy Co., Ltd (%ﬁ%%ﬂ%ﬂﬁﬁj\ﬁ FR 2>
Fl), whose shares are listed on Shenzhen Stock
Exchange (Stock Code:002946) and/or its subsidiaries;

are to this Offering Circular;

are to an off-take agreement entered into between Inner
Mongolia Mengniu and our Company, pursuant to which
we supply raw milk to Inner Mongolia Mengniu for a
term of 10 years commencing on 24 October 2008 and
was automatically extended for another 10 years on 24
October 2018 to 23 October 2028;

are to the People’s Bank of China (F[E] ARERTT), the
central bank of the PRC;
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“PRC” or “China” ........... are to the People’s Republic of China, excluding, for the
purpose of this Offering Circular only, the Hong Kong
Special Administrative Region, the Macau Special
Administrative Region and Taiwan;

“PRC Government” .......... are to all governmental subdivisions (including
principal, municipal and other regional or local
government entities) and instrumentalities of the PRC;

“provinces” . .............. are to provinces and to provincial-level autonomous
regions and municipalities in China which are directly
under the supervision of the central PRC Government;

“RMB” or “Renminbi” . ....... are to the Renminbi, the official currency of the PRC;

“SAFE” ... ... ... L. are to the State Administration of Foreign Exchange of
the PRC (H 8 A R H A0[89 [ 5 41 HE A8 1 )R )

“SAT” .. are to the State Administration of Taxation of the PRC
(e N R LA B B R B S A )

“UHT milk” . .............. are to ultra-high temperature milk, which is generally
heated to between 275 and 302 degrees Fahrenheit which
allows the milk to be stored at room temperature for
extended periods of time;

“US$” and “U.S. dollars” ... ... are to United States dollars, the official currency of the
United States of America;

“Yashili” .. ............... are to Yashili International Holdings Ltd. (Ff - Fl| [ BE 45
A FR 22 \]), whose shares are listed on the Hong Kong
Stock Exchange (Stock Code: 1230);

“Zhongyuan™. ... ........... are to Zhongyuan Muye Company Limited (1 JTCHEH
BR 2> \]);
“Zhongyuan Acquisition” ... ... are to the proposed acquisition by the Company of the

entire equity interests of Zhongyuan.

Solely for your convenience, this Offering Circular contains conversions of certain Renminbi
amounts into U.S. dollar amounts at specified rates. Unless indicated otherwise, the
conversion rate for Renminbi against U.S. dollar has been set at RMB6.5250 per US$1.00,
which is the exchange rate set forth in the H.10 weekly statistical release of the Board of
Governors of the Federal Reserve System of the United States on 31 December 2020. You
should not construe these conversions as representations that the Renminbi amounts could
actually be converted into any U.S. dollar amounts at the rates indicated or at all.



Market data and certain industry forecasts and statistics in this Offering Circular have been
obtained from both public and private sources, including market research, publicly available
information and industry publications. Although this information is believed to be reliable, it
has not been independently verified by the Company or the Joint Lead Managers or their
respective directors and advisers, and none of the Company or the Joint Lead Managers or
their respective directors and advisers make any representation as to the accuracy or
completeness of that information. Such information may not be consistent with other
information compiled within or outside of the PRC. In addition, third-party information
providers may have obtained information from market participants and such information may
not have been independently verified. This Offering Circular summarises certain documents
and other information, and investors should refer to them for a more complete understanding
of what is discussed in those documents. In making an investment decision, each investor must
rely on its own examination of the Company and the terms of the offering and the Bonds,
including the merits and risks involved.

We record our financial statements in RMB and our financial statements are prepared in
accordance with the IFRS, which may differ in certain material respects from generally
accepted accounting principles in certain other countries. You should seek professional advice
with respect to such differences in generally accepted accounting principles.

In this Offering Circular, where information has been presented in thousands or millions of
units, amounts may have been rounded up or down. Accordingly, totals of columns or rows of
numbers in tables may not be equal to the apparent total of the individual terms, and actual
numbers may differ from those contained herein due to rounding.

The English names of the PRC nationals, entities, departments, facilities, laws, regulations,
certificates, titles and the like are translations of their Chinese names and are included for
identification purposes only. In the event of any inconsistency, the Chinese names shall
prevail.

Non-GAAP Financial Measures

For the purpose of this Offering Circular, Cash EBITDA for any period consists of profit/(loss)
before finance costs and tax having added back: i) depreciation of property, plant and
equipment and right-of-use assets charged to profit or loss; ii) amortisation of land use assets;
iii) other gains and losses, net; iv) impairment losses under expected credit loss model, net of
reversal; and v) loss arising from changes in fair value less costs to sell of dairy cows. Cash
EBITDA or EBITDA are not standard measures under IFRS. EBITDA is a widely used
financial indicator of a company’s ability to incur and service debt. Cash EBITDA or EBITDA
should not be considered in isolation or construed as an alternative to cash flows, profit
attributable to owners of the Company or any other measure of performance or as an indicator
of its operating performance, liquidity, profitability or cash flows generated by operating,
investing or financing activities. Cash EBITDA has been included herein because it is
considered as a useful supplement to cash flow data as a measure of our performance and our
ability to generate cash from operations to cover debt service and taxes. Cash EBITDA
presented herein may not be comparable to similarly titled measures presented by other
companies. Investors should not compare our Cash EBITDA to EBITDA or similarly titled
measures presented by other companies because not all companies use the same definition.
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PRESENTATION OF FINANCIAL INFORMATION

The Company’s consolidated financial information as at and for the years ended 31 December
2018, 2019 and 2020, which have been extracted from the audited consolidated financial
statements of the Company as at and for the year ended 31 December 2019 (as disclosed in the
Company’s 2019 annual report) and as at and for the year ended 31 December 2020 (as
disclosed in the Company’s 2020 annual report) (together, the “Issuer’s Audited
Consolidated Financial Statements”). The Issuer’s Audited Consolidated Financial
Statements were prepared and presented in accordance with the IFRS and have been audited by
Deloitte Touche Tohmatsu, the independent auditor of the Issuer. See “Summary Financial
Information” for details.

Xii



FORWARD LOOKING STATEMENTS

Certain forward-looking statements have been made in this Offering Circular regarding,
among other things, our consolidated financial conditions, future expansion plans and business

LR N3 LR I3

strategy. This Offering Circular may contain words such as “believe”, “could”, “may”, “will”,
“target”, “estimate”, “project”, “predict”, “forecast”, “guideline”, “should”, “plan”, “expect”
and “anticipate” and similar expressions that are intended to identify forward-looking
statements, but are not the exclusive means of identifying these statements. Particularly,
statements under the captions “Summary”, and “Business relating to the following matters
may include forward-looking statements:

o business strategies and plan of operation;

. capital expenditure plans;

o the amount and nature of, and potential for, future development of business;

. operations and business prospects;

. production facilities under construction or planning;

. the regulatory environment of the relevant industry in general; and

. future development in the relevant industry.

Such statements are subject to various risks and uncertainties, including, but not limited to:

. uncertainties relating to our reliance on our largest customer and controlling shareholder;

. uncertainties relating to our ability to expand our herd size and our position in the dairy
farming industry;

. the actions and developments of our competitors;
. changes in global economic and social conditions;
. changes in the world political situation;

. changes in economic and political conditions and increases in regulatory burdens in the
PRC and other countries in which we operate, transact business or have interests;

. the impact of the outbreak of COVID-19 on our business, financial performance and
results of operations;

o accidents and natural disasters;

. changes in import controls or import duties, levies or taxes, either in international
markets or in the PRC;
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. changes in laws, regulations, taxation or accounting standards or practices and any
related liabilities or compliance costs or obligations;

J currency, interest rate, price and credit risks;

. changes in prices or demand for products or raw materials produced or used by us or our
subsidiaries or affiliates, both in the PRC and in international markets, as a result of
competitive actions or economic factors, such as inflation or exchange rate fluctuations;

. the risks of increasing expenditures and investments;
o uncertainty of technological change;

. the ability of third parties to perform in accordance with contractual terms and
specifications;

o acquisitions or divestitures;
. potential disputes; and
o other factors, including those discussed in “Risk Factors”.

Forward-looking statements involve inherent risks and uncertainties. Should one or more of
these or other uncertainties or risks materialise, actual results may vary materially from those
estimated, anticipated or projected. Specifically, but without limitation, capital costs could
increase, projects could be delayed and anticipated improvements in capacity, performance or
profit levels might not be fully realised. Although we believe that the expectations of our
management as reflected by such forward-looking statements are reasonable based on
information currently available to it, no assurances can be given that such expectations will
prove to have been correct. Accordingly, you are cautioned not to place undue reliance on the
forward-looking statements and we undertake no obligation to update or revise any of them,
whether as a result of new information, future developments or otherwise.
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SUMMARY

This summary below is intended only to provide a limited overview of information disclosed in
more detail elsewhere in this Offering Circular and may not contain all of the information that
may be important to you. Terms defined elsewhere in this Offering Circular shall have the
same meaning in this summary. You should read this entire Offering Circular before making an
investment decision to purchase the Bonds.

OVERVIEW

We are one of the leading dairy farming companies in terms of herd size and a leading raw
milk producer in China and globally. We are committed to the upstream dairy farming
business, and is devoted to producing high quality raw milk products for consumers whilst also
engaged in profit sharing initiatives by the associated company established for the business of
our self-branded liquid milk products with Mengniu. As of 31 December 2020, we operated 26
dairy farms in China with dairy cows of over 247,000 heads and annual milk yield of
approximately 1.49 million tons.

We are listed on the Main Board of the Hong Kong Stock Exchange since November 2010
(Stock Code: 1117). As at 31 December 2020, our market capitalisation was HK$12,012.9
million.

We are relentlessly focused on food safety, product quality, as well as operating efficiency. We
have continued to lead in driving modernisation of the overall dairy through, employment of
modern farming, development of large-scale farms, use of technologies and improving
genetics, amongst others. Every procedure in the production of raw milk e.g. milking,
refrigeration and transportation was completed with monitoring measures and the strictest
standard was adopted to guarantee the quality of raw milk.

We initiated the production model of “Zero-distance Integration of Forage Grass Planting,
Cows Breeding and Milk Processing within Two Hours”, which is the first enterprise at present
in the PRC that applies integrated production model with SGS certification. We are the first
company in China that passed the “Quality Milk Project” for both its pasteurised milk and
UHT milk. Our products have been awarded the Gold Prize of Monde Selection which is
generally regarded as the “Nobel Prize” in the food industry, for the past eight consecutive
years and our pure milk was also awarded the gold prize for the eighth time in consecutive
years in the Monde Selection 2021 in year 2021. The brand “BifC4 " (Modern Dairy) has
been shortlisted as the “Strategic Partner of China’s Aerospace Industry”.




We have established comprehensive strategic partnership with Mengniu, our controlling
shareholder and major customer. The strategic partnership with Mengniu brings numerous
benefits to us, including guaranteed raw milk sale via Off-Take Agreement, and sharing of
internal resources strengthens our synergies with Mengniu in terms of sales, cost control (via
the enhancement of market confidence and our bargaining power with third party feed
suppliers) and resources utilisation (by Mengniu sharing and exchanging experience in aspects
such as personnel training, information empowerment and smart farm management). To date,
as the largest raw milk supplier to Mengniu, we have been assisting Mengniu to consolidate its
raw milk supply platforms and our contribution to Mengniu’s raw milk supply is expected to
further increase post acquisition of Fuyuan and Zhongyuan. Currently, approximately 25% of
Mengniu daily raw milk intake is supplied by us.

We have been expanding our herd size and production in a stable manner to attain sustainable
business growth and creating a vertically integrated upstream dairy farming enterprise by
integrating the upstream and downstream business, thereby building a full chain of raw milk
production from forage cultivation, dairy farming, feed processing to sales. In March 2021, we
entered into an agreement to acquire Fuyuan, the principal business of which are forage
cultivation, dairy farming, feed processing and sales in the PRC. We also entered into an
agreement in April 2021 to acquire Zhongyuan, which is principally engaged in cow breeding,
farms management and operation, milk production and sale in the PRC. Subject to conditions
precedent and regulatory approvals, acquisition of Fuyuan is expected to be completed in the
fourth quarter of 2021 and acquisition of Zhongyuan is expected to be completed in the third
quarter of 2021. We believe the strategic acquisitions of Fuyuan and Zhongyuan would enable
our Group to integrate the upstream and downstream business to achieve synergies which in
turn is expected to increase our overall competitiveness, lower the operating costs and benefit
the financial performance our Group.

OUR COMPETITIVE STRENGTHS
We believe that our competitive strengths include the following:

o A global leader in the dairy farming sector with modernised business model to produce
high-quality raw milk

. Well-positioned to seize the development opportunities and to capture the growth
momentum of the PRC dairy industry

. Consistent growth through a long standing strategic and mutually beneficial partnership
with Mengniu

. Strong track record in delivering operating efficiency improvement
. Eco-friendly production supports sustainable development
. Diversified funding channels with strong track record in deleveraging

. Experienced management team and sound corporate governance




OUR BUSINESS STRATEGIES

We seek to become the leader in the dairy farming sector in the world with the mission to
“create the world’s most advanced farms, produce the highest quality milk, and achieve
harmonious development of people and nature world” through implementation of the
following strategies going forward:

. continuously strengthening the strategic co-operation with Mengniu through strategically
and steadily expanding our herd size to maintain market leadership, continuous
collaboration in high-end segment and joint procurement efforts together with Mengniu
and COFCO.

. focus on integrating the management and operation of the recently acquired companies
into the Group’s operation to promote synergies, including in employees and dairy farm
management.

o focus on improving milk yield through breed, feed formula and cow welfare
improvement.

. focus on boosting operation efficiency through scientific management practices,
production yield and energy-efficient eco-farming.

. explore new revenue streams, including sale of cows and entry into feed supply market.
RECENT DEVELOPMENT
Acquisition of Fuyuan

On 22 March 2021, we as purchaser entered into a sale and purchase agreement (“Fuyuan
Acquisition Agreement”) with, among others, certain sellers (the “Sellers”) and Fuyuan to
acquire the entire equity interests in Fuyuan (both direct and indirect and excluding its entire
interests in Burra Group) at an initial consideration of RMB3.48 billion (subject to adjustment
pursuant to the terms and conditions of the Fuyuan Acquisition Agreement), of which
approximately 56.65% of the consideration will be satisfied in cash (to be funded by a
combination of internal resources of our Group and external financing) and 43.35% will be
satisfied by allotment and issue of 807,096,101 of our shares to a holding vehicle controlled
by Mengniu at the issue price of HK$2.24 per share on completion. As at the date of this
Offering Circular, Fuyuan is indirectly held as to approximately 43.35% by Mengniu through
Inner Mongolia Mengniu as its single largest shareholder.

Subject to conditions precedent, including the Burra Group Disposition, regulatory approvals,
and the shareholders’ approval of our independent shareholders (which has been satisfied as at
the date of this Offering Circular) the Fuyuan Acquisition is expected to be completed in the
fourth quarter of 2021. Upon completion of the Fuyuan Acquisition, Fuyuan will be ultimately
controlled by us and its financial results will be consolidated into the financial statements of
our Group.




Acquisition of Zhongyuan

On 8 April 2021, Modern Farming, our non-wholly owned subsidiary, as purchaser entered
into a sale and purchase agreement (“Zhongyuan Acquisition Agreement”) with, among
others, Asia Dairy Fab Ltd.* (H'1# 2 & BRI 5 A R/ F]) as seller to acquire the entire
equity interest in Zhongyuan. Pursuant to the Zhongyuan Acquisition Agreement, the seller
has conditionally agreed to sell and the purchaser has agreed to acquire 100% equity interests
in Zhongyuan at a consideration of no more than RMB&815.2 million (subject to adjustment
pursuant to the terms and conditions of the Zhongyuan Acquisition Agreement), which shall be
satisfied by cash funded by a combination of internal resources of our Group and external
financing. Upon completion of the acquisition, Zhongyuan will become a non-wholly owned
subsidiary of us and its financial results will be consolidated into the financial statements of
our Group.

Changes of directors and composition of board committees
The below resignations and appointment took effect on 1 July 2021:

(i) Ms. GAO Lina resigned as an executive Director and ceased to be the chairman of the
strategy and development committee of the Board; (ii) Mr. WOLHARDT Julian Juul resigned
as an independent non-executive Director and ceased to be a member of each of the audit
committee, the nomination committee and the remuneration committee of the Board; (iii) Mr.
ZHAO lJiejun, a non-executive Director, was appointed as the chairman of the strategy and
development committee; (iv) Mr. SUN Yugang, an executive Director, was appointed as a
member of the strategy and development committee; (v) Mr. ZHU Xiaohui was appointed as a
non-executive Director; and (vi) Mr. CHOW Ming Sang was appointed as an independent
non-executive Director and a member of each of the audit committee, the nomination
committee and the remuneration committee of the Board.

Changes of authorised representative

With effect from 1 July 2021, (1) Ms. GAO Lina ceased to be an authorised representative of
the Company; and (2) Mr. SUN Yugang, an executive Director, was appointed as an authorised
representative of the Company.

Changes of executive functions

With effect from 1 July 2021, (i) Ms. GAO Lina ceased to be the chief executive officer and
vice chairman of the Company; (ii) Mr. ZHAO Jiejun, a non-executive Director, was appointed
as the vice chairman of the Company; and (iii) Mr. SUN Yugang, an executive Director, was
appointed as the acting chief executive officer of the Company.




SUMMARY OF THE OFFERING

The following summary is provided solely for your convenience. This summary is not intended
to be complete. You should read the full text and more specific details contained elsewhere in
this Offering Circular. For a more detailed description of the Bonds, see “Terms and
Conditions of the Bonds.” Terms used in this summary and not otherwise defined shall have the
meanings given to them in “Terms and Conditions of the Bonds” and “The Global Certificate”

Issuwer. . ........ ... ... ... China Modern Dairy Holdings Ltd.

Issue .. .................. US$500,000,000 per cent. Bonds due 2026.

Issue Price . . ... ........ ... 99.717 per cent.

Denomination. . .. ....... ... The Bonds will be issued in registered form in the

denomination of US$200,000 and integral multiples of
US$1,000 in excess thereof.

Interest . ... .............. The Bonds will bear interest on their outstanding
principal amount from, and including, the Issue Date at
the rate of 2.125 per cent. per annum, payable
semi-annually in arrear on 14 January and 14 July in
each year in equal instalments, commencing on 14
January 2022.

Issue Date. . ... ............ 14 July 2021.
Maturity Date. . . . .. ........ 14 July 2026.
Status. . . ......... .. ...... The Bonds will constitute direct, unconditional,

unsubordinated and (subject to Condition 4 of the Terms
and Conditions of the Bonds) unsecured obligations of
the Issuer which will at all times rank at least pari passu
without preference among themselves. The payment
obligations of the Issuer under the Bonds shall save for
such exceptions as may be provided by applicable
legislation and subject to Condition 4, at all times rank at
least equally with all the other present and future
unsecured and unsubordinated obligations of the Issuer.

Negative Pledge. . . . . . ... .. .. The Bonds will contain certain negative pledge
provisions as further described in “Terms and Conditions
of the Bonds - Negative Pledge and Relevant
Indebtedness Covenants™.




Events of Default . . ....... .. Upon the occurrence of certain events as described in
Condition 9 (Events of Default) of the Terms and
Conditions of the Bonds, the Trustee at its discretion
may and, if so requested in writing by holders of at least
one-quarter of the aggregate principal amount of the
outstanding Bonds or if so directed by an Extraordinary
Resolution, shall (provided in any such case that the
Trustee shall have first been indemnified and/or secured
and/or pre-funded to its satisfaction) give written notice
to the Issuer declaring the Bonds to be immediately due
and payable, whereupon they shall become immediately
due and payable at their principal amount together with
accrued but unpaid interest.

Taxation. . . ............ ... All payments of principal, premium (if any) and interest
in respect of the Bonds shall be made free and clear of,
without set-off or counterclaim and without withholding
or deduction for or on account of, any present or future
taxes, duties, fees, assessments or governmental charges
of whatever nature imposed, levied, collected, withheld
or assessed within the Cayman Islands or the PRC or any
political subdivision thereof or any authority therein or
thereof having power to tax, unless the withholding or
deduction of such taxes, duties, fees, assessments or
governmental charges is required by law, as further
described in Condition 8 of the Terms and Conditions of
the Bonds. In such event, the Issuer will, subject to the
limited exceptions specified in the Terms and Conditions
of the Bonds, pay such additional amounts as will result
in receipt by the Bondholders of such amounts as would
have been received by them had no such withholding or
deduction been required.

Where such withholding or deduction is made by the
Issuer by or within the PRC up to and including the
aggregate rate applicable on 7 July 2021 (the
“Applicable Rate”), the [ssuer will increase the amounts
paid by it to the extent required, so that the net amount
received by Bondholders equals the amounts which
would otherwise have been receivable by them had no
such withholding or deduction been required.




Final Redemption . . . . ... .. ..

Redemption for Taxation

Reasons

If (i) the Issuer is required to make a deduction or
withholding for or on account of any taxes, duties, fees,
assessments or governmental charges of whatever nature
imposed, levied, collected, withheld or assessed by or
within the PRC in excess of the Applicable Rate, or (ii)
the Issuer is required to make any deduction or
withholding for or on account of any taxes, duties,
assessments or governmental charges of whatever nature
imposed, levied, collected, withheld or assessed by or
within the Cayman Islands in excess of the Applicable
Rate, is required, in such event the Issuer shall pay such
additional amounts (the “Additional Tax Amounts™) as
will result in receipt by the Bondholders of such amounts
as would have been received by them had no such
withholding or deduction been required, except that no
Additional Tax Amounts shall be payable in respect of
any Bond.

Unless previously redeemed, or purchased and cancelled
in the circumstances referred to in the Terms and
Conditions of the Bonds, the Bonds will be redeemed at
their principal amount on 14 July 2026.

The Bonds may be redeemed at the option of the Issuer
in whole, but not in part, at any time, on giving not less
than 30 nor more than 60 days’ notice to the
Bondholders and in writing to the Trustee and the
Principal Paying Agent (which notice shall be
irrevocable), at their principal amount, together with
interest accrued to the date fixed for redemption, if,
immediately before giving such notice, the Issuer
satisfies the Trustee that (i) the Issuer has or will become
obliged to pay Additional Tax Amounts as provided or
referred to in the Terms and Conditions of the Bonds as a
result of any changes in, amendment or non-renewal of,
or judicial decisions relating to, the laws or regulations
of the Cayman Islands or the PRC or any political
subdivision or any authority thereof or therein having
power to tax, or any change in the general application or
official interpretation of such laws or regulations, which
change or amendment becomes effective on or after 7
July 2021; and (ii) such obligation cannot be avoided by
the Issuer taking reasonable measures available to it,
provided that no such notice of redemption shall be given
earlier than 90 days prior to the earliest date on which
the Issuer would be obliged to pay such Additional Tax
Amounts if a payment in respect of the Bonds were then
due.




Redemption for a Change of
Control Triggering Event . . . .

Redemption at the Option of
Issuer . .. ...............

Cross-Default . . . ... ........

Clearing Systems . ..........

Clearance and Settlement . . . ..

Legal Entity Identifier of the
Isswer . .. ...............

Governing Law . . . ... ... .. ..

Jurisdiction . . ... ..........

Registrar . . ...............

Principal Paying Agent . . . . . ..

At any time following the occurrence of a Change of
Control Triggering Event, the holder of any Bond will
have the right, at such holder’s option, to require the
Issuer to redeem all, but not some only, of such holder’s
Bonds on the Put Settlement Date at 101% of their
principal amount, together with accrued interest up to
but excluding the Put Settlement Date. See “Terms and
Conditions of the Bonds — Redemption and Purchase —
Redemption for a Change of Control Triggering Event”.

The Issuer may, at its option, redeem all, but not part
only, of the Bonds at the Make Whole Price, together
with accrued and unpaid interest to the date fixed for
redemption, as further described in “Terms and
Conditions of the Bonds — Redemption and Purchase —
Redemption at the Option of the Issuer”.

The Bonds will contain a cross-default provision as
further described in Condition 9(c) (Cross-default) of the
Terms and Conditions of the Bonds.

The Bonds will be represented by the Global Certificate
in registered form which will be registered in the name
of a nominee for, and deposited with, a common
depositary for Euroclear and Clearstream. Beneficial
interests in the Global Certificate will be shown on and
transfers thereof will be effected only through records
maintained by Euroclear and Clearstream. Except as
described in the Global Certificate, individual bond
certificates for Bonds will not be issued in exchange for
interests in the Global Certificate.

The Bonds have been accepted for clearance by
Euroclear and Clearstream under the following codes:

ISIN: XS2355517728
Common Code: 235551772

549300TAELI2JXTKKO009

English law.

Exclusive jurisdiction of Hong Kong courts.
Citicorp International Limited.

Citibank, N.A., London Branch.

Citibank, N.A., London Branch.




Use of Proceeds

Application will be made to the SEHK for the listing of,
and permission to deal in, the Bonds by way of debt
issues to Professional Investors only.

The Bonds are expected to be rated “BBB” by S&P. A
rating is not a recommendation to buy, sell or hold the
Bonds and may be subject to revision, suspension or
withdrawal at any time by the assigning rating agency.

See “Use of Proceeds”.




SUMMARY FINANCIAL INFORMATION OF THE GROUP

The following tables set forth the summary consolidated financial information of the Group as
at and for the periods indicated.

The summary audited consolidated financial information as at or for the years ended 31
December 2018, 2019 and 2020 set forth below is derived from Company’s audited
consolidated financial statements as at and for the years ended 31 December 2019 (as
disclosed in the Company’s 2019 annual report) and 2020 (as disclosed in the Company’s 2020
annual report) and should be read in conjunction with such audited consolidated financial
statements together with the related notes thereto, as audited by Deloitte Touche Tohmatsu,
our independent certified public accountants.

AUDITED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER
COMPREHENSIVE INCOME

For the year ended 31 December

2018 2019 2020
(in thousands of RMB)

Revenue . . . ... ................. 4,956,811 5,514,210 6,020,247
Cost of sales before raw milk fair value

adjustments . ... ............... (3,410,670) (3,412,330) (3,561,559)
Raw milk fair value adjustments

included in cost of sales. . ... ...... (1,371,468) (1,938,360) (2,277,414)
Loss arising from changes in fair value

less costs to sell of dairy cows . ..... (870,099) (1,039,221) (1,031,316)
Gains arising on initial recognition of

raw milk at fair value less costs to sell

at the point of harvest . ... ........ 1,371,468 1,938,360 2,277,414
Otherincome. . ... ... ... ......... 66,131 51,068 86,675
Impairment losses under expected

credit loss model, net of reversal. . . .. (367,662) 161,335 (5)
Other gains and losses, net. . . ........ (138,625) (121,046) 142,514
Selling and distribution costs . . . ... ... (172,256) (175,487) (194,440)
Administrative expenses . . .......... (232,450) (276,739) (374,155)
Other expenses. . . .. .............. (23,091) (9,061) (16,503)
Share of profits of associates.. . . ...... 24,873 34,479 31,570
(Loss)/profit before finance costs and

BAK. o e e e (167,038) 727,208 1,103,028
Finance costs. . ... ............... (338,622) (376,795) (318,624)
(Loss)/profit before tax . . . ...... ... (505,660) 350,413 784,404
Income tax expense . .............. (513) (556) (639)
(Loss)/profit for the year . . . ... ... .. (506,173) 349,857 783,765
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For the year ended 31 December

2018 2019 2020
(in thousands of RMB)
Other comprehensive income:
Items that will not be reclassified to
profit or loss
Fair value (loss)/gain on investments in
equity instruments at fair value through
other comprehensive income. . ... ... (11,526) 1,451 1,121
Other comprehensive
(expenses)/income for the year, net of
incometax. ................... (11,526) 1,451 1,121
Total comprehensive (expense)/income
for theyear................... (517,699) 351,308 784,886
Profit for the year attributable to:
Owners of the Company........... (496,088) 341,270 770,010
Non-controlling interests . . ........ (10,085) 8,587 13,755
(506,173) 349,857 783,765
Total comprehensive (expense)/income
for the year attribute to:
Owners of the Company . ........... (507,404) 342,695 771,110
Non-controlling interests. . . .. ....... (10,295) 8,613 13,776
(Loss)/earnings per share (RMB)
Basic. . ..... ... ... ... .. . .. (0.0815) 0.0554 0.1207
Diluted.. . .. .................. (0.0815) 0.0552 0.1204
AUDITED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
For the year ended 31 December
2018 2019 2020
(in thousands of RMB)
Non-current assets
Property, plant and equipment . .. ... .. 3,920,685 3,455,068 3,317,719
Right-of-use assets . . . . ............ - 320,161 303,849
Land userights . ................. 117,220 - -
Goodwill. . . ......... .. ..... . ... 1,398,589 1,371,266 1,322,457
Interests in associates . . . . .......... 180,913 215,392 289,860
Equity instruments at fair value through
other comprehensive income. . . ... .. 2,508 3,959 5,080
Biological assets . ................ 7,717,113 7,459,359 7,101,243
Pledged bank deposits. . . ........... - - 122,706
Bank balances . . ... .............. - - 20,637
Total non-current assets. . . .. ........ 13,337,028 12,825,205 12,483,551
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For the year ended 31 December

2018 2019 2020
(in thousands of RMB)

Current assets
Inventories . .. ... ... .. ... .. ..... 978,508 1,078,491 1,158,643
Trade and other receivables and advance

payments . . . ... ... 781,173 618,288 706,659
Landuserights. . . ................ 4,002 - -
Derivative financial instruments . . . . . .. 80,424 89,543 11,145
Other financial assets . . ... ......... - - 50,000
Pledged bank deposits. . .. .......... 61,355 80,122 34,503
Bank balances andcash. . ........... 703,039 961,094 1,123,710
Assets of a disposal group classified as

held forsale. .. ... ............. - 71,450 -
Total current assets. . . ... .......... 2,608,501 2,898,988 3,084,660
Current liabilities
Trade and other payables. . .. ........ 2,072,363 1,521,688 1,410,786
Tax payables . . . ................. 322 233 364
Bank borrowings . ... ............. 1,691,109 3,822,643 3,471,314
Medium-term notes. . . . .. ... ... .... 621,880 - -
Corporate bonds. . . ............... 1,087,568 - -
Other borrowings . . .. ............. 1,001,111 1,051,413 -
Lease liabilities . . . .. ... ... ....... - 23,238 23,851
Derivative financial instruments . . . . . . . 17,729 15,274 59,338
Contract liabilities . .. ... .. ... ..... 232 189 198
Liabilities of a disposal group classified

asheldforsale................. - 2,196 -
Total current liabilities . ... ... ... ... 6,492,314 6,436,874 4,965,851
Net current liabilities . . ... ... ... .. (3,883,813) (3,537,886) (1,881,191)
Total assets less current liabilities . . . . 9,453,215 9,287,319 10,602,360

For the year ended 31 December
2018 2019 2020
(in thousands of RMB)

Non-current liabilities
Bank borrowings . ... ............. 2,746,393 1,715,831 2,171,012
Derivative financial instruments . . . . . . . - - 24,000
Lease liabilities . . . ... ............ - 206,109 196,042
Deferred income .. . ... ............ 152,689 157,678 172,862
Total non-current liabilities . . .. ... ... 2,899,082 2,079,618 2,563,916
Equity
Share capital . .. ................. 526,058 551,007 555,535
Reserves . . ... ... ... ... .. .. ...... 5,919,237 6,530,510 7,341,388
Equity attributable to owners of the

Company . .. ...ovv v v i i i 6,445,295 7,081,517 7,896,923
Non-controlling interests. . . ......... 108,838 126,184 141,521
Total equity . ................... 6,554,133 7,207,701 8,038,444
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OTHER UNAUDITED FINANCIAL DATA OF THE COMPANY

For the year ended 31 December
2018 2019 2020

(in millions of RMB, except percentages/ratios)

Other Financial Data:

Cash EBITDAV. . ... ... ... .. ... .. 1,528.4 2,045.5 2,264.9
Cash EBITDA margin® . ........... 30.8% 37.1% 37.6%
Total borrowings(3) ................ 7,148.1 6,589.9 5,642.3
Net borrowings™ . . ... ... ... ..... 6,383.7 5,548.7 4,290.8
Total borrowings/Cash EBITDA . . . . . .. 4.7 3.2 2.5
Net borrowings/Cash EBITDA . . ... ... 4.2 2.7 1.9
Cash EBITDA/Interest™ . . ... ... .... 4.6 6.3 8.5
Total borrowings/Total capitalisation‘® . . 52.2% 47.8% 41.2%

(€8]

2)

3)

“4)

(&)

6)

Cash EBITDA consists of profit/(loss) before finance costs and tax having added back: i) depreciation of
property, plant and equipment and right-of-use assets charged to profit or loss; ii) amortisation of land use
assets; iii) other gains and losses, net; iv) impairment losses under expected credit loss model, net of reversal;
and v) loss arising from changes in fair value less costs to sell of dairy cows. Cash EBITDA or EBITDA are
not standard measures under IFRS. EBITDA is a widely used financial indicator of a company’s ability to
incur and service debt. Cash EBITDA or EBITDA should not be considered in isolation or construed as an
alternative to cash flows, profit attributable to owners of the Company or any other measure of performance
or as an indicator of our operating performance, liquidity, profitability or cash flows generated by operating,
investing or financing activities. Cash EBITDA has been included herein because we believe that it is a useful
supplement to cash flow data as a measure of our performance and ability to generate cash from operations to
cover debt service and taxes. Cash EBITDA presented herein may not be comparable to similarly titled
measures presented by other companies. Investors should not compare our Cash EBITDA to EBITDA or
similarly titled measures presented by other companies because not all companies use the same definition.

Cash EBITDA margin is calculated as Cash EBITDA divided by revenue.

Total borrowings are calculated as the total of bank and other borrowings, medium-term notes and corporate
bonds.

Net borrowings are calculated as total borrowings minus bank balances and cash minus pledged bank deposits
minus structured bank deposits.

Interest is calculated as total borrowing cost (excluding interest expenses on lease liabilities).

Total capitalisation equals total borrowings plus total equity.
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RISK FACTORS

You should consider carefully all of the information in this Offering Circular, including the
risks and uncertainties described below, before investing in the Bonds. Any of the following
risks and uncertainties could have a material and adverse effect on our business, financial
conditions and results of operations. Additional risks and uncertainties not presently known to
us, or not expressed or implied below, or that we currently deem to be immaterial, could also
harm our businesses, financial conditions and operating results.

RISKS RELATING TO OUR BUSINESS
We rely on our largest customers for the sale of our raw milk.

Leveraging on a substantive strategic partnership with our controlling shareholder, Mengniu,
we conduct our businesses with more competitive advantages than other peer companies. We
entered into an Off-Take Agreement with, a non-wholly owned subsidiary of Mengniu, Inner
Mongolia Mengniu, in 2008, pursuant to which we supply raw milk to Inner Mongolia
Mengniu for a term of 10 years commencing on 24 October 2008 and was automatically
extended for another 10 years on 24 October 2018 to 23 October 2028. We derived revenues of
RMB4,222.1 million, RMB4,702.2 million and RMB4,939.2 million from sales of raw milk to
Mengniu Group in 2018, 2019 and 2020, respectively, accounting for approximately 89.5%,
85.3% and 82.0%, of the Group’s total revenue from sales of raw milk produced during the
same periods. We expect that raw milk sales to Mengniu Group will continue to represent a
significant contribution to our annual sales of raw milk produced for the foreseeable future.
Please refer to the section headed “Business — Relationship with Mengniu” in this Offering
Circular.

In addition, our strategic shareholder, New Hope, is our second largest shareholder as well as
our second largest customer for the sale of our raw milk. We derived revenues of RMB629.1
million from sales of raw milk to New Hope in 2020, accounting for approximately 10.4%, of
the Group’s total revenue from sales of raw milk produced during the same period. We expect
that raw milk sales to New Hope will continue to represent a significant contribution to our
annual sales of raw milk produced for the foreseeable future. Please refer to the section headed
“Business — Relationship with New Hope” in this Offering Circular.

We cannot assure you that we would be able to maintain good business relationship and
strategic partnerships with Mengniu Group and New Hope or we will continue to benefit from
our cooperation with Mengniu Group and New Hope in the future. Given Mengniu Group and
New Hope have and will continue to represent a significant portion of our annual sales of raw
milk produced, if our relationship with Mengniu Group or New Hope deteriorates or is
terminated, or if we fail to maintain the relationship on commercially viable terms, or if Inner
Mongolia Mengniu or New Hope breaches its agreement in respect of raw milk supply with us
and does not purchase raw milk in part or entirely from our Group, we will need to source
other business partners and may not be able to locate alternative business partners within a
short period of time and consequently, our ability to maintain our historical level of sales may
be materially and adversely affected, which would in turn impact on the business, financial
performance and prospects of our Group. In addition, if Mengniu or New Hope were to fail to
make timely payments, we may be unable to recover significant amounts of trade receivables
and our cash flows and financial position would be adversely affected.
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Actual or perceived food safety issue or product contamination could harm our business
and reputation and subject us to product liability claims and regulatory actions.

Our results of operations and financial condition could be materially and adversely affected by
product contamination or reported to be associated with any food safety incidents. We cannot
assure you that contamination will not occur during the production or transportation of our
products. Furthermore, the mere publication of information alleging that our products contain
or have contained any contaminants, or adverse publicity about the quality of our products,
could damage our reputation and have a material adverse effect on us, regardless of whether
such publication or publicity has any factual basis.

When our products are delivered to our customers, they undergo standard quality and safety
inspections. If our products are found to be contaminated during the inspection process, we
could face delivery rejections or product returns or even claims for damages, which could
reduce our sales and damage our relationships with our customers. Following the delivery of
our products to our customers, our products are used in our customers’ downstream
production. If their downstream products are contaminated, and if the contamination can
ultimately be traced back to our products, we could be subject to product liability claims by
our customers and end consumers for damages, including without limitation, medical
expenses, disability and wrongful death. In addition, the contamination of our products may
result in product recalls, serious damage to our reputation and brand name and consumer
confidence in our products as well as loss of revenues.

In addition to product liability claims, if our products are found to be contaminated, we may
be subject to regulatory actions. If we are found to violate the Food Safety Law of the PRC ("
e N R ILFNE & 5 % 427%), we could be subject to penalties, including monetary fines,
confiscation of illegal gains, income and foodstuffs from the manufacturing or business
activities, and of utensils, equipment, raw materials and other articles used for illegal business
activities, and/or the revocation of licenses needed to conduct our business, which could
materially and adversely affect our results of operations and financial condition.

Our business and financial results are sensitive to market prices of the products we offer.

The profitability of our operations is highly affected by the market prices of our raw milk.
Under our raw milk supply agreements, the prices of our raw milk are generally determined by
a quality-based scheme set up by our customers, where the prices of our raw milk are
benchmarked against the prevailing market prices of raw milk of similar quality and attributes.
Similarly, for our feed products and cow breeding products, we typically set the prices at
prevailing market prices of comparable products in China. Historically, prices of raw milk,
feed products and cow breeding products in China have been volatile, primarily due to
fluctuations in the supply and demand of these products. In addition, the market price of raw
milk is subject to various other market forces and factors that are out of our control, such as
the quality of raw milk, the feed price, the supply and demand of the global dairy market and
the seasonality in the northern and southern hemispheres. If the prices for our products decline
in the future, and we are unable sell more products and/or reduce our cost of sales, our
revenues will decrease and our profitability will be adversely affected.
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Fluctuations in prices of raw materials and unstable supply of raw materials could
adversely impact on our business, profitability and results of operations.

The raw materials that we require mainly include forage grass to supply our dairy farms and
feedstuffs and raw feed materials. For instance, direct materials (mainly forage) cost amounted
to RMB2,449.2 million, RMB2,492.4 million and RMB2,664.6 million in 2018, 2019 and
2020, respectively, accounting for 73.9%, 73.0% and 74.8% of the cost of sales of our raw
milk business (before raw milk fair value adjustments) respectively. We cannot assure you that
our raw material suppliers will continue their business relationship with us and deliver to us
sufficient raw materials in a timely manner on commercially acceptable terms, or at all. In the
event that our agreements with these suppliers are terminated, interrupted, or adversely
modified, we cannot assure you that we are or will be able to secure alternative sources of raw
materials with comparable prices or amounts on terms favorable to us, or at all. Any loss of our
major suppliers could result in delay of our production and/or increase in our cost of sales,
thereby materially and adversely affecting our business and financial position.

We are also exposed to the risk of fluctuation in market prices of raw materials. If we are
unable to effectively manage the price fluctuations or transfer the increased costs to our
customers or adjust our procurement strategy, any significant increase in the prices of raw
materials would adversely impact our profit margin.

Moreover, supplies of raw materials are subject to a variety of factors beyond our control.
Such factors include demand and supply dynamics, suppliers’ business performance,
government control, overall economic conditions, weather conditions, various plant diseases,
pests and other acts of nature, all of which may have an impact on the availability of raw
materials and their respective market prices. While we have not experienced any major
disturbances to raw materials supply in the past, we cannot guarantee that we may continue to
obtain sufficient quantities of raw materials at acceptable prices or at all.

Our inability to guarantee frozen bovine semen for dairy cattle may have an adverse
effect on our business and the growth prospects.

To genetically improve our herd of dairy cows, we mainly procure high quality frozen semen
for bulls from third party supplier. Should our supply of frozen bovine semen for dairy cattle
be disrupted or the quality of such frozen bovine semen for dairy cattle be deteriorated for any
reasons, the genetic quality of our herd, and in turn, the quality and yield of raw milk may
decline and fail to meet the demands of our customers. Accordingly, our business, results of
operations and future growth prospects may be adversely affected.

We are subject to credit risk in collecting the trade and bill receivables and other
receivables due from the customers.

For our raw milk business, we normally allow a credit period of 30 days upon invoice date to
our customers. Historically, we have not experienced material collection issues in connection
with our trade and bill receivables. However, there is no assurance that all such amounts due to
us will be settled on time. Accordingly, we face credit risk in collecting the trade and bill
receivables due from the customers. Our performance, liquidity and profitability will be
adversely affected if significant amounts due to us are not settled on time. The bankruptcy or
deterioration of the credit condition of any of our major customers could also materially and
adversely affect our business.

16



We may not be able to sustain our historical growth rates, and our historical performance
may not be indicative of our future growth or financial results.

Our revenue increased by 11.2% from RMB4,956.8 million in 2018 to RMBS5,514.2 million in
2019, and further increased by 9.2% to RMB6,020.2 million in 2020. However, there is no
assurance that we will be able to maintain our historical growth in the future. Our revenue
growth may slow down or our revenues may decline for a number of reasons beyond our
control, including decreasing dairy consumption, increasing competition, changing consumer
preferences, slowing growth of China’s dairy industry, supply and production bottlenecks,
changes in government policies or general economic conditions. The decline in our revenue
growth could also materially and adversely affect our business.

We face intensive competition in our businesses and may not be able to compete
successfully against our existing and future competitors.

We operate in highly competitive markets in China. For our raw milk business, we primarily
compete with other large-scale dairy farms in China. In addition, our business is subject to
rapid changes. Some of our current competitors have, and future competitors may have,
greater financial, technical or marketing resources, longer operating histories, greater brand
recognition or larger customer base than we do. Our competitors may also enter into business
combinations or alliances that strengthen their competitive positions. Increased competition
may reduce our market share and profitability and require us to increase our marketing and
promotional efforts and capital commitment in the future, which could negatively affect our
results of operations or force us to incur further losses.

Our results of operations are subject to fair value adjustments on our biological asset,
which can be highly volatile and are subject to a number of assumptions.

We engage in agricultural activities by managing the biological transformation and harvest of
our biological assets for sale or for conversion into agricultural products or into additional
biological assets. Our results of operations, particularly our operating profit and profit of the
year, have been and may in the future be significantly affected by biological asset fair value
adjustments on our dairy cows. Any increase (decrease) in raw milk price will positively
(negatively) affect both our revenue generated from selling raw milk and gains/losses arising
from changes in fair value less costs to sell of dairy cows, hence making our results of
operation volatile. The fair value of our biological assets at the end of each reporting period
was determined by independent firm of professional valuers, using a number of assumptions
that may vary from time to time. The fair value of the biological assets could be affected by,
among others, the accuracy of those assumptions, as well as the quality of our herd and
changes in the dairy industry. Therefore, the resulting adjustments can be highly volatile.
These assumptions may be more favorable than the actual historical rates. In addition, while
these assumptions as adopted in the valuation process have been in line with the actual results,
we cannot assure you that there will be no significant deviation in the future. In particular,
upward adjustments and gains so recognised do not generate any cash inflow for our
operations. As a result, when evaluating our results of operations and profitability, you should
consider our profits and margins without taking into account the effects of these biological
assets fair value adjustments.
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We may be unable to manage our future expansion and growth.

Our future growth depends on our ability to develop our infrastructure and expand our
production capacity, and requires managerial, operational and financial resources. Our ability
to manage future growth will depend on our ability to continue to implement and improve
operational, financial and management systems and to expand, train, motivate and manage our
workforce. We cannot assure you that our personnel, systems, procedures and controls will be
adequate to support our future growth. Failure to effectively manage our expansion may lead
to increased costs and reduced profitability and may adversely affect our growth prospects.

In addition, as we expand our business into new regions, we may encounter regulatory,
personnel, technique and other difficulties that may increase our expenses or may be unable to
find suitable locations for our production facilities, which could delay our expansion plans or
impair our ability to become profitable in these regions.

We face risks and challenges associated with our acquisitions and investments.

From time to time, we acquire companies or businesses, enter into strategic alliances and joint
ventures and make investments, and will continue to seek opportunities to do so in the future
as part of our expansion plan. In order to pursue this strategy successfully, we must effectively
identify suitable targets for, and negotiate and consummate, acquisition or investment
transactions, some of which may be large or complex, and manage post-closing issues such as
the integration of acquired businesses, products, services or employees. For example, we
entered into agreement to acquire Fuyuan and Zhongyuan in March 2021 and April 2021,
respectively, which are subject to conditions precedent including regulatory approvals. For
more details on these acquisitions, see “Business — Recent Development” in this Offering
Circular.

Risks associated with business combination and investment transactions include the following,
any of which could adversely affect our revenue, gross margin and profitability:

. Managing business combination and investment transactions often require significant
management resources, including an experienced senior management team, which may
divert our attention from other business operations.

. There is no assurance that we will be able to effectively manage loss-making businesses
that we acquire or transform them into profit-making businesses.

. We may not fully realise all of the anticipated benefits of any business combination and
investment transaction, and the timeframe for realizing benefits of a business
combination and investment transaction may depend partially upon the actions of
employees, advisors, suppliers or other third parties.

. Business combination and investment transactions may result in significant costs and
expenses and charges to earnings, including those related to severance pay, early
retirement costs, employee benefit costs, goodwill and asset impairment charges, charges
from the elimination of duplicative facilities and contracts, in-process research and
development charges, inventory adjustments, assumed litigation and other liabilities,
legal, accounting and financial advisory fees, and required payments to executive officers
and key employees under retention plans.
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. Our due diligence process may fail to identify significant issues with the acquired
company’s product quality, financial disclosures, accounting practices or internal control
deficiencies.

. We may borrow to finance business combination and investment transactions, and the
amount and terms of any potential future acquisition-related or other borrowings, as well
as other factors, could affect our liquidity and financial condition.

. We may not be able to obtain sufficient debt or equity financing on terms acceptable to us
or at all.

o If disputes arise in connection with business combination and investment transactions,
such disputes may lead to litigation, which may be costly and divert our resources.

Integration issues are often complex, time-consuming and expensive and, without proper
planning and implementation, could significantly disrupt our business, including the business
acquired as a result of any business combination and investment transaction. The challenges
involved in integration include:

o combining product and service offerings and entering or expanding into markets in which
we are not experienced or are developing expertise;

. combining different business models and managing different competitive landscapes;

. convincing customers and distributors that the transaction will not diminish client service
standards or business focus, persuading customers and distributors not to defer
purchasing decisions or switch to other suppliers (which could result in our incurring
additional obligations in order to address customer uncertainty), minimizing sales force
attrition and

. expanding and coordinating sales, marketing and distribution efforts;

. consolidating and rationalizing corporate IT infrastructure, which may include multiple
legacy systems from various acquisitions and integrating software code and business
processes;

. minimizing the diversion of management attention from ongoing business concerns;

. persuading employees that business cultures are compatible, maintaining employee
morale and retaining key employees, integrating employees into the Company, correctly
estimating employee benefit costs and implementing restructuring programs;

. coordinating and combining administrative, manufacturing, research and development
and other operations, subsidiaries, facilities and relationships with third parties in
accordance with local laws and other obligations while maintaining adequate standards,

controls and procedures;

. achieving savings from supply chain integration; and
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. managing integration issues after or pending the completion of other independent
transactions.

We frequently review opportunities for further acquisition opportunities and partnerships in
the ordinary course of our business and expect to continue to do so in line with our strategies
for continued growth. There is no assurance that acquisitions will occur in the future or the
form that any such acquisition will take. Our future growth may be adversely affected if we are
unable to make investments or to pursue acquisitions, or if investments and acquisitions prove
unsuccessful.

We face increased risks associated with implementing our strategic initiatives as the scale
and breadth of our business and operations expand.

We seek to become the leader in the dairy farming sector in the world with the mission to
“create the world’s most advanced farms, produce the highest quality milk, and achieve
harmonious development of people and nature world”. Our ability to accomplish the goals of
this strategy depends, among other things, allocating our development and capital resources in
accordance with our strategy, and managing the effects of these strategic initiatives. We face
increased risks associated with implementing our strategies given the increasing scale of our
businesses, the scale of the business of the companies that we acquire. We also face risks
associated with changing regulatory and market demand. As the scale and breadth of our
business and operations grow, we face greater challenges to manage our business, operations
and growth in an effective manner, including challenges associated with demand forecasting,
manufacturing resource planning, inventory management, regulatory compliance. If we are
unable to meet these challenges, our business, results of operations and prospects could be
unfavorably affected.

Our business operations and financial performance are adversely affected by the
outbreak of COVID-19, and may be materially and adversely affected by other natural
disasters, epidemics, acts of war or terrorism or other factors beyond our control.

Since the end of December 2019, the outbreak of COVID-19 had a material adverse effect on
the PRC and global economy. At the beginning of 2020, in response to intensifying efforts to
contain the spread of COVID-19, stringent measures, including mandatory quarantines,
mandatory inspection, travel restrictions, suspension of public transportation, prohibition of
social gatherings and work gatherings were imposed in numerous regions across the PRC,
causing a noticeable reduction in regional and national economic activities, especially in the
wholesale and retail sector. This outbreak in turn negatively affected our business in various
aspects, including but not limited to:

. some of our employees were required to work remotely due to mandatory quarantines;
. delayed supply by our suppliers due to the pandemic; and

. restricted the transportation of products.
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We have taken measures such as wearing masks and conducting disinfection and prevention
efforts to tackle the pandemic. However, we cannot foresee whether the outbreak of
COVID-19 will be effectively contained, nor can we predict the severity and duration of its
impact. If the outbreak is not effectively and timely controlled, our business operations and
financial condition may be materially and adversely affected due to deteriorating market
outlook and sentiments, slowdown in regional and national economic growth, weakened
liquidity and financial condition of our customers, or other factors that we cannot foresee. The
impact of COVID-19 pandemic on our businesses may depend on many factors and future
development that are highly uncertain and unpredictable, such as the final geographical area
where the pandemic are spread, the lasting of the pandemic, the impact of transportation, the
effectiveness of measures to control the pandemic or its impact. Any of these factors and other
factors beyond our control could have an adverse effect on the overall business environment,
cause uncertainties in the regions where we conduct business, cause our business to suffer in
ways that we cannot predict and materially and adversely impact our business, financial
condition and results of operations.

In addition, any future potential events in the nature of force majeure, natural disasters,
epidemics (including avian influenza, severe acute respiratory syndrome (SARS), HINI
influenza virus and Ebola), war or terrorist activities or other factors beyond our control may
adversely affect the economy, infrastructure and livelihood of the people in the regions where
we conduct our business. These regions may be under the threat of flood, earthquake,
sandstorm, snowstorm, fire or drought, power shortages or failures, or are susceptible to
epidemics, potential wars or terrorist attacks. Serious natural disasters may result in a
tremendous loss of life, injury and destruction of assets and may disrupt our business and
operations. Severe pandemic or epidemic disease outbreaks, including the recent outbreak of
COVID-19 across China and around the world, could lead to widespread health crises, which
may materially and adversely affect the consumption markets and the national economy. War
or terrorist activities may also injure our employees, cause loss of life, or disrupt our business
operations.

Failure to maintain the quality and safety of our products could have a material and
adverse effect on our reputation, financial condition and results of operations.

The quality and safety of our products are critical to our success. We pay close attention to
quality control, monitoring each step in the process through source control, process
monitoring and terminal control based on the principle of “Four Don’ts”: don’t cooperate with
unqualified client, don’t stock unqualified raw feed materials, don’t feed unqualified inventory
of raw feed materials, don’t release raw milk from farms that fail inspection. For more details,
please see “Business — Quality Control — Quality Control Overview” in this Offering Circular.
Yet, due to the scale of our operations and the expansion of our businesses, maintaining
consistent product quality depends significantly on the effectiveness of our quality control
system, which in turn depends on a number of factors, including but not limited to the design
of our quality control system, employee training to ensure that our employees adhere to and
implement our quality control policies and procedures and the effectiveness of monitoring any
potential violation of our quality control policies and procedures. There can be no assurance
that our quality control system will always be effective.
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In the event of any failure in our quality control system, we may not be able to detect
contaminations or defective products, and may fail to prevent such defective products from
being delivered to our customers, which could cause us to suffer monetary losses or damage to
our reputation.

In addition, the quality of the products or services provided by our suppliers or service
providers is subject to factors beyond our control, including the effectiveness and the
efficiency of their quality control system, among others. There can be no assurance that our
suppliers or service providers will always be able to adopt appropriate quality control systems
and meet our stringent quality control requirements in respect of the products or services they
provide. Any failure of our suppliers or service providers to provide satisfactory products or
services could harm our reputation and adversely impact our operations.

Adverse publicity concerning food safety of dairy products in China could have a
negative impact on the PRC dairy industry and our business.

There have been food safety incidents in China regarding contaminated dairy products
produced by certain Chinese dairy manufacturers, shaking consumers’ confidence in the PRC
dairy industry. Negative publicity concerning food safety of dairy products in China, whether
accurate or not, could result in loss of overall consumer confidence in dairy products produced
in China. The PRC dairy farming industry, providing raw milk to be processed by the
downstream dairy processors, could also be adversely affected consequently, even in the cases
where the relevant food safety issues result from downstream processing only.

If the consumer perception and market demand for dairy products produced in China are
negatively impacted by publicity about food safety incidents, in particular those associated
with our existing and prospective customers, sales of our raw milk could also be adversely
affected, resulting in a material adverse effect on our business, results of operations and
financial condition.

Disruptions of operations at our production facilities could materially and adversely
affect our business.

Our business depends on the smooth operations at our production facilities, including our
dairy farms and plantation fields. For example, our raw milk business depends on our ability to
procure forage grass, manage our dairy farms, produce quality raw milk and timely deliver
quality raw milk to our customers. Damage to or disruption at our production facilities could
materially and adversely affect our business. Such damage or disruption could result from the
following factors, among other things:

. utility supply disruptions, terrorism, strikes or other force majeure events;

. forced closing or suspension of our production facilities;

. inclement weather conditions;

. major disease outbreaks at our dairy farms or our neighboring farms;

. pollution of underground water resources;
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. our failure to comply with applicable regulations and quality assurance guidelines;

. interruption of our information technology systems that facilitate the management of our
dairy farms and feed production facilities;

. accidents in our production facilities, including major equipment failures or fires, which
may result in suspension of operations, property damage, severe personal injuries or even
fatalities;

. opposition from, or disputes with, local communities with respect to our continued
operation or further development or new development of our dairy farms or plantations
fields; and

. other production or distribution problems, including limitations to production capacity
due to regulatory requirements, changes in the types of products produced or physical
limitations that could impact continuous supply.

Historically, we did not experience any material disruptions to our production facilities.
However, we cannot assure you that the events and factors mentioned above will not occur and
result in a material disruption to the operations of our production facilities in the future. If we
fail to take adequate steps to mitigate the likelihood or potential impact of such events or
factors, or to effectively respond to such events or factors, our business, results of operations
and financial condition could be materially and adversely affected.

We rely heavily on the sales of our raw milk in China and are subject to changes in
consumer preferences and consumption structure.

Our success depends on our ability to anticipate, identify, interpret and react to the evolving
consumption structure of the downstream dairy market in China. Sales of our products could
be affected by nutritional and health-related concerns about our products, such as fat,
cholesterol, calorie, sodium, lactose, sucrose, bacteria and other ingredients contained in the
products. Consumer preferences and consumption structure in the downstream dairy market
are constantly changing and our failure to anticipate, identify, interpret and react to these
changes, or our failure to generate consumer acceptance or recognition of our new products,
could lead to decreasing demand for and/or price reductions of our products, which could
materially and adversely affect our business, financial condition and results of operations.

Even if we do correctly anticipate, identify, interpret and react to these changes, there can be
no assurance that demand for these new preferable products will grow to the extent that we
expect, or that these desirable products will generate the returns we expect. If we are unable to
respond to rapid changes in consumer preferences in a timely manner or at all, or if our
competitors are able to address these concerns more effectively or efficiently, our business,
financial condition and results of operations could be materially and adversely affected.
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Our ability to meet working capital requirements or obtain additional financing may be
limited, which could delay or prevent the implementation of our growth strategies.

We have, to date, financed our working capital and capital expenditure needs primarily by
managing our inventories, receivables and payables and bank loans from local banks. Our total
bank and other borrowings as of 31 December 2018, 2019 and 2020 were RMB5,438.6 million,
RMB6,589.9 million and RMB5,642.3 million, respectively. We may, in the future, require
additional cash resources for the acquisition of Fuyuan and Zhongyuan and as we continue to
expand our business operations and production facilities and implement other growth
strategies. We cannot assure you that we will not experience working capital deficiencies or
net cash outflows in the future. If our own financial resources are insufficient to satisfy our
working capital requirements, we may seek to obtain additional credit facilities or sell
additional private or public equity or debt securities.

Our ability to raise additional capital will depend on the financial success of our business, the
successful implementation of our key strategic initiatives, economic and financial market
conditions and other factors. There is no assurance that we will be successful in raising the
required capital at favorable terms within required time period, or at all. Further equity
financings may have a further dilutive effect on our shareholders. If we require additional debt
financing, the lenders may require us to agree on restrictive covenants that could limit our
flexibility in conducting future business activities, and repayment of debt may put a significant
drain on our free capital allocations. If we are unsuccessful in meeting our working capital
requirements or obtaining additional financing, we may not be able to continue our business
operations and advance our development programs, which could impact our overall growth
prospects.

We may incur higher costs in complying with the increasingly stringent environmental
laws and regulations.

We conduct business in an industry that is subject to stringent PRC environmental laws and
regulations. These laws and regulations require enterprises that may produce environmental
waste to adopt measures to effectively control and properly dispose of waste gases,
wastewater, waste residue, industrial waste, dust and other environmental waste materials.
Such laws and regulations also require fee payments from producers discharging waste
substances. We produce a certain amount of solid waste and other environmental waste in our
production process, and are subject to restrictions relating to the discharge of such waste. We
need to obtain approvals and other acceptance documents relating to the environmental impact
assessment before our dairy farms and feed mills are put into operation. In the event that more
stringent PRC environmental laws, regulations or government policies are imposed on us, we
may incur significantly increased costs and expenses and need to allocate additional resources
to comply with such requirements, which we may be unable to pass on to our customers
through higher prices for our products. We are also required to obtain permits from
governmental authorities for certain operations. We could also be held liable for any and all
consequences arising out of contamination at our facilities or human exposure to hazardous
substances or other environmental damage. There is no assurance that our costs of complying
with current and future environmental and health and safety laws and regulations, and our
liabilities arising from past or future releases of, or exposure to, hazardous substances will not
adversely affect our business, financial condition or results of operations.
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Changes in the international trade environment, and ongoing trade conflict, may have an
adverse effect on our business.

In recent years, international market conditions and regulatory environment have been
increasingly affected by competition among countries and geopolitical frictions. Changes in
international trade or investment policies, treaties and tariffs, fluctuations in exchange rates or
the perception that these changes could occur, could adversely affect our business, financial
condition and results of operations. The U.S. administration has advocated and taken steps
towards trade restrictions on certain goods, particularly from China. China and other countries
have retaliated in response to new trade policies, treaties and tariffs implemented by the
United States. For instance, in response to the tariff announcements by the United States in
August 2019, China announced it would stop buying U.S. agricultural products and levied new
rounds of retaliatory tariffs on U.S. products. After several rounds of trade talks between
China and the United States, the two countries entered into the Sino-U.S. phase one deal in
January 2020, according to which China suspended its retaliatory tariffs and agreed to increase
purchases of U.S. agricultural products.

There are uncertainties as to whether the Sino-U.S. phase one trade deal will be implemented
strictly or not at all, or whether China will impose additional tariffs on U.S. products in the
near future. If the import price of feed materials surges due to increased tariffs or import
restrictions, we will have to raise our selling price accordingly, which could lead to loss of
customers and market share, and have an adverse effect on our business and results of
operations.

Negative publicity concerning us and our business, our shareholders, affiliates, Directors,
senior management and suppliers, regardless of its accuracy, may have a material
adverse effect on our reputation, business and the trading price of our Shares.

Negative publicity concerning us, Mengniu Group, affiliates, Directors, senior management,
suppliers and any other aspects of our business operations may arise from time to time, which
may harm our brand and adversely affect public perception of our corporate image and product
quality. Allegations, directly or indirectly against us, may be posted on blogs, websites and
online social platforms by anyone, on an anonymous basis. We may be required to spend
significant time and incur substantial costs in response to such allegations or other detrimental
conducts, and there is no assurance that we will be able to conclusively refute each of them
within a reasonable period of time, or at all. Our reputation may be harmed as a result of the
public dissemination of malicious allegations about our personnel, business, operations,
accounting, prospects or business ethics, which in turn could materially and adversely affect
our business and the trading price of our Shares.
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We require various approvals, licenses and permits to operate our business and the loss of
or failure to obtain or renew any or all of these approvals, licenses and permits could
adversely affect our business and results of operations.

In accordance with the laws and regulations of the PRC, we are required to maintain various
approvals, licenses and permits in order to operate our business. For example, we need to
obtain certificate for meeting animal epidemic prevention conditions and raw fresh milk
purchase permit for our dairy farming business; for the construction of certain of our dairy
farms and feed mills on construction lands, we shall apply for construction projects approval
or registration, construction planning permit and construction commencement permit; our
operation facilities are also required to obtain environmental protection assessment approval
and pass the acceptance examination; we shall obtain water abstraction license to source
underground water in the farms and feed mills which we operate and we must obtain grain
purchase license and feed production license before carrying out feed business. We may be
subject to fines, orders to cease construction or operation of the relevant production facilities,
or terminate usage of the relevant properties. We may obtain these approvals, licenses and
permits only upon satisfactory compliance with the applicable laws and regulations. Most of
these licenses are subject to examinations or verifications by relevant authorities and are valid
only for a fixed period of time subject to renewal and accreditation.

In addition, there can be no assurance that we will be able to renew all of the licenses when
they expire. For example, as of the date of this Offering Circular, our operating subsidiary in
He Lin Ge Er is in the process of renewing its water extraction permit, our operating
subsidiary in Tong Liao is in the process of renewing its Breeding livestock and poultry
production and operation license, and our subsidiary in Shang He is updating its facility
agricultural land filings. If we cannot obtain and maintain all licenses required to operate our
business, our business could be interrupted or the continued operations of our business may be
subject to fine and penalty. Furthermore, we need new approvals, licenses and permits for our
expanded or newly developed dairy farms and feed mills under our expansion plans. If we are
not able to obtain the required approvals, licenses and permits for our expanded or newly
developed dairy farms or feed mills, we will not be able to expand the scale of our operation or
produce and deliver sufficient amount of raw milk or feed products to our customers. As a
result, our business, results of operations and financial condition could be materially and
adversely affected.

We face the risk of obsolescence for our inventory.

Our business operations involve the storage of a range of raw milk with limited shelf lives.
Given the short shelf lives of our inventories, we have implemented measures to monitor the
level of inventory and minimise overstocking. Our inventory faces obsolescence risks when
there are unexpected material fluctuations or abnormalities in the supply and demand of our
products. Apart from material reduction in demand, goods may be returned from customers in
large amounts due to product quality issues, delayed or wrong delivery and other reasons. Any
such events may result in increasing inventory, which increases the risk of obsolescence.

In addition, semen and embryo products are generally stored in a frozen state; raw milk is
usually stored at specific temperature levels, and there are strict requirements on the length of
transportation. Any deviations from the required storage environment may result in quality
problems of such products in stock, and heighten the risk of inventory obsolescence, which
may have a material and adverse effect on our business and results of operations.
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We may have limited control over third-party contractors or service providers.

We engage third-party contractors for the design and construction of our expanded or newly
developed dairy farms. We require third-party contractors to carry out their work in
accordance with the specifications and schedules of the relevant assignments as well as our
quality, safety and environmental standards. We supervise and monitor the work of such
third-party contractors. However, we cannot assure you that these third-party contractors will
work in accordance with or meet our requirements at all times. Any failure by these third-party
contractors to meet our requirements may result in sub-standard quality constructions and
potential non-compliance with relevant government rules and regulations. Furthermore, in the
event of any breach of contract by such contractors or if we fail to retain or replace third-party
contractors on commercially viable terms, our business, results of operations and financial
condition could be materially and adversely affected.

We also engage third-party logistics service providers to deliver our products to our
customers. Timely delivery and proper transportation of our products are crucial to our
business. Due to their perishable nature, our products could be damaged if they are not
delivered to our customers in a timely manner and under controlled environment and
temperatures. Our logistics service providers may not be able to deliver our products to
customers on time and in good condition due to bad weather, technical problem or any other
reasons, which could affect our sales volume and business operations. Additionally, such delay
or failure could also have an adverse impact on our business relationships with these
customers and, as a result, our business, results of operations and financial condition could be
materially and adversely affected.

We are subject to uncertainty with respect to our dairy farms that use contracted or
leased collectively-owned agricultural land.

Certain of our dairy farms in operation or to be newly increased involve the occupation of
collectively-owned agricultural land. According to the relevant PRC laws and regulations,
large-scale farming operators of livestock, such as us, are allowed to contract or lease
agricultural land from rural collective economic organisations or contractors. However,
long-term contracting or leasing of collectively-owned agricultural land is subject to
uncertainties such as breach or termination of agreements by the local villagers or rural
collective economic organisations. Furthermore, consents from not less than two-thirds of the
members of the villagers committees or of the representatives of villagers or the authorisation
documents from the farmer-households concerned shall be obtained to contract or lease the
collectively owned agricultural land. Any defect in part of the contracting or leasing
procedures for the collectively owned agricultural land contracted or leased by us may result
in the uncertainties of contractor or lease agreements. We may incur additional costs or be
forced to relocate if any of our long-term leases is altered, terminated, materially breached or
be alleged to be invalid.
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We have incurred, and may in the future incur, impairment loss on non-current assets.
Significant impairment of our non-current assets could materially impact our financial
position and results of our operations.

We have made significant investments in non-current assets. We review our non-current assets,
including property, plant and equipment, investment properties, right-of-use assets, goodwill
and intangible assets, whenever events or changes in circumstances indicate that the carrying
amount of an asset may no longer be recoverable. When these events occur, we measure
impairment by comparing the carrying value of the non-current assets to the recoverable
amount of the assets, which are the greater of the fair value less costs of disposal and the value
in use. If the recoverable amount is less than the carrying amount of the assets, we recognise
an impairment loss based on the recoverable amount of the assets. The application of
non-current asset impairment test requires significant management judgment. If our estimates
and judgments are inaccurate, the recoverable amount determined could be inaccurate and the
impairment recognised may not be adequate, and we may need to record additional
impairments in the future. Any significant impairment losses charged against our non-current
assets could materially adversely affect our results of operations.

We have made, and may continue to make, equity investments in businesses as
opportunities arise. Any changes in fair value may affect our financial position.

Fuyuan historically made equity investments in certain companies and we may in the future
make equity investments from time to time. We have certain equity investments measured at
fair value through other comprehensive income. Fair value is estimated using market approach,
based on value of comparable listed companies and discounted for lack of liquidity, over
which we have no control. Estimating the fair value of equity investments is inherently
subjective. Any changes in fair value may affect our other comprehensive income and financial
position.

Our insurance coverage and government compensation may not be sufficient to cover all
of our potential losses.

With respect to the dairy cows raised at our dairy farms, our insurance policies generally
cover, among other things, death caused by certain diseases, accidents or natural disasters, and
losses incurred as a result of government orders of mass slaughters of farm animals in the
relevant region. In addition, according to the Animal Epidemic Prevention Law of the PRC ('
#E N RALFI B F P 59 1%), dairy farms are entitled to government compensation for losses
resulting from livestock mass slaughter and destruction of animal products and relevant goods
due to the prevention and control and elimination of animal diseases, and compensation for
animals that die of stress caused by mandatory vaccination given in accordance with law.
However, there can be no assurance that the current insurance coverage and government
compensation, the amount of which will be determined by the PRC government, would be
sufficient to cover all of our potential losses. Furthermore, even if we do receive sufficient
compensation for replacing the lost cows, there is no assurance that any replacement cows
would be of the same quality as the lost ones.
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We also maintain insurance coverage for our main production facilities, equipment and
inventories. Some of our subsidiaries maintain insurance coverage for damages caused by
boiler pressure and robbery and theft. However, these insurance policies have limits on the
total amount of indemnification and do not cover all potential losses. As a result, we may be
required to use our own resources to cover financial and other losses, damages and liabilities,
including those caused by fire, bad weather, disease, civil strife, strikes, natural disasters,
terrorist incidents, industrial accidents or other causes. Also, we do not maintain any
third-party product liability insurance or occupier’s liability insurance. As a result, any
product liability claims may subject us to liabilities to compensate the claimants if we are held
liable. Losses incurred or payments that we may be required to make may have a material
adverse effect on our business, results of operations and financial condition, to the extent that
such losses or payments are not insured or the insured amount is not adequate.

Our labor costs may increase in the future and we may experience labor shortage or
labor disputes.

Labor costs in China have been increasing and may continue to increase in the future. We
cannot assure you that our cost of labor will not continue to increase. Any such increase could
cause our production costs to increase and we may not be able to pass such increase to our
customers due to competitive pricing pressures. Moreover, there can be no assurance that we
will not experience any shortage of labor for our production facilities, including our dairy
farms, plantation fields and feed production facilities. Any such shortage could hinder our
ability to maintain or expand our business operations. In such circumstances, our business,
financial condition and results of operations may be materially and adversely affected.

Further, our ability to successfully operate our business is dependent on our ability to maintain
a stable workforce at our dairy farms. There were no labor disputes that materially and
adversely affected our business historically. However, we cannot assure you that we will not
be involved in any labor disputes in the future. If our operations are disrupted for any period of
time as a result of labor disputes, our production volume could be reduced, which could
materially and adversely affect our results of operations and hinder our growth.

Our results of operations may be adversely affected if there are failures in our intelligent
management system.

We rely, to a large extent, on our advanced intelligent management systems for the monitoring
and management of our herds and farms, covering all processes from information collection to
activity monitoring and breeding to milking. Our intelligent management system includes
real-time management system of herds, feeding system, production information management
system and environmental intelligent control system. For more details, please refer to the
section headed “Business — Intelligent Herd Management” in this Offering Circular. Our
operating efficiency has been significantly enhanced by such information systems. We have
not experienced any major information systems failure in the past. However, we cannot assure
you that any damage or interruption caused by power outages, computer viruses, hardware and
software failures, telecommunications failures, fires, natural disasters and other similar events
relating to our information systems will not happen in the future. Additionally, restoring any
damaged information systems may cause us to incur significant time and costs and require
additional workforce. If any serious damage or significant interruption occurs, our operations
may be disrupted and business adversely affected.
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Our risk management and internal control systems may not be adequate or effective,
which may have a material adverse effect on our business.

We seek to establish risk management and internal control systems consisting of an
organisational framework, policies, procedures and risk management methods that are
appropriate for our business operations, and seek to continue to improve these systems.
However, due to the inherent limitations in the design and implementation of risk management
and internal control systems, we cannot assure you that our risk management and internal
control systems will be able to identify, prevent and manage all risks. Our internal control
procedures are designed to monitor our operations and ensure their overall compliance.
However, our internal control procedures may be unable to identify all non-compliance
incidents in a timely manner or at all. It is not always possible to timely detect and prevent
fraud and other misconduct, and the precautions we take to prevent and detect such activities
may not be effective.

Our risk management and internal controls also depend on their effective implementation by
our employees. Due to the large scale of our operations, we cannot assure you that such
implementation will not involve any human errors or mistakes. As we are likely to offer a
broader and more diverse range of services and solutions in the future, the diversification of
our service offerings will require us to continue to enhance our risk management capabilities.
If we fail to timely adapt our risk management policies and procedures to our changing
business, our business, results of operations and financial condition could be materially and
adversely affected.

Litigation, administrative penalties, or legal proceedings could expose us to liability,
divert our management’s attention and negatively impact our reputation.

We may be a party to legal proceedings or regulatory investigations arising from time to time.
As at the date of this Offering Circular, we were not involved in any litigation or legal
proceedings that we believe could have a material adverse effect on our business or financial
condition. In addition, we may at times be involved in other litigation, administrative penalties
or legal proceedings during the ordinary course of business operations, or related to, among
other things, product or other types of liability, labor disputes or contract disputes. If we
become involved in any litigation or other legal proceedings in the future, actions brought
against us may result in compensation payments, settlements, injunctions, fines, penalties or
other results that may adversely affect our reputation, business and financial condition. In
addition, any litigation or legal proceedings could involve substantial legal expenses as well as
significant time and attention of our management, diverting their attention from the operations
of our Company.
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RISKS RELATING TO THE DAIRY INDUSTRY IN CHINA

The outbreak of any diseases among our dairy cows or at neighboring farms could
materially and adversely affect our business.

A major outbreak of any illness or disease at any of our dairy farms could have a significant
adverse impact on our raw milk production capacity and volume. The source of diseases may
include our employees, our feed supplies, visitors to our dairy farms, contaminated water and
pathogens transmitted through the air. We vaccinate different groups of dairy cows according
to the different stages of their growth at our dairy farms. We cannot guarantee that animal
diseases, including but not limited to FMD will not occur at our dairy farms or we will not fail
to monitor or detect any illness or diseases among our dairy cows or on neighboring farms.
Any major outbreak of illness or diseases, including those mentioned above, at any of our
dairy farms may lead to significant shortfalls in our raw milk production. We may also be
required to suspend our business operations temporarily during any major outbreaks and
examine all of our dairy cows. We maintain insurance policies to cover cattle deaths caused by
diseases and we may also receive government compensation in the event of an outbreak of a
disease. However, we cannot assure you that these will be sufficient to cover all of our losses,
particularly intangible losses including damage to our reputation and corporate image. In
addition, an outbreak of any dairy cows disease at neighboring farms could result in concerns
of the public and our customers, which could in turn adversely impact our sales, reputation
and results of operations. In the event of any outbreak, our business, financial condition and
results of operations could be materially and adversely affected.

Changes in public health and food safety laws and regulations may adversely affect our
business.

Our business operations are currently subject to extensive public health and food safety laws
and regulations promulgated by a wide range of PRC authorities, such as the State Council, the
State Administration for Market Regulation, the National Health Commission and the Ministry
of Agriculture and Rural Affairs of the PRC.

We cannot assure you that the relevant PRC authorities will not change the existing laws or
regulations, or adopt additional or more stringent laws or regulations applicable to us and our
business operations. For example, the General Office of the State Council promulgated the
Notice Regarding Measures to Further Strengthen Quality and Safety of Dairy Products (7
AE— 2 e L & L A TAERY D) on 16 September 2010, and the Opinions on Promoting
the Revitalization of the Dairy Industry and Ensuring the Quality and Safety of Dairy Products
BRI A 5 SE iR LR s 2L i B FE 2 2 W 5L) on 3 June 2018, which called for strengthening
of legal and regulatory measures regarding quality and safety of dairy products, by imposing
rigorous laws and regulations, raising the quality and safety standards and strengthening the
production control of the whole process. Such future laws and regulations may require the
reconfiguration or upgrading of methods and procedures for sourcing raw materials,
production, processing and delivery of dairy products. We cannot accurately predict the details
of such future laws and regulations, or accurately estimate their potential impact on our
business operations.
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The costs of complying with current or future legal or regulatory requirements may be
significant, and could force us to curtail our operations or otherwise have a material adverse
effect on our business, results of operations and financial condition. Failure to comply may
cause us to suffer from civil damages, administrative penalties or even criminal sanctions,
which could have an adverse effect on our business, financial condition and results of
operations.

The dairy industry in China could face slower market growth.

We have experienced steady growth in the past few years, with consumer demand for dairy
products in China in 2020 growing at its fastest pace in 15 years. The prices at which we sell
our products would be influenced by the level of consumer demand for dairy products in
China. We cannot assure you that China’s dairy industry will continue to grow at the same
pace or at all in the future. China’s dairy industry may experience slower growth due to market
saturation or competition from alternative products, such as soy-based beverages and products,
which may have an impact upon the size and growth of the dairy products markets. If the
demand for dairy products in China declines for any reason, including changing consumer
preferences, our results of operations and expansion plans could be materially and adversely
affected.

Dairy products and company names may be subject to counterfeiting or imitation, which
could impact upon our reputation and brand name as well as lead to higher
administrative costs.

Counterfeiting and imitation have occurred in the past in the PRC for many products. We have
experienced counterfeiting and imitation of our products, as well as imitation of our company
name. As with all operators in the dairy industry in China, we are unable to guarantee that
counterfeiting and imitation will not occur in the future and, if it does occur, whether we will
be able to detect it and deal with it effectively. Any occurrence of counterfeiting or imitation
could impact negatively upon our reputation and brand name. In addition, counterfeit and
imitation products could result in a reduction of our market share, cause a decline in our
revenues as well as increase our administrative costs in respect of detection and prosecution.

There have been also widely publicised occurrences of counterfeit, substandard milk products
in China. Counterfeiting or imitation of our products may occur in the future, and we may not
be able to detect it and deal with it effectively. Any occurrence of counterfeiting or imitation
could negatively impact our corporate brand and image or consumers’ perception of our
products or similar nutritional products generally, particularly if the counterfeit or imitation
products cause injury or death to consumers.

If we are unable to continue to benefit from government subsidies and preferential tax
treatments, our results of operations could be adversely affected.

We have historically benefited from government policies that favor China’s dairy industry. We
have received government subsidies and enjoyed preferential tax treatments (such as
exemption on, or preferential rates of, valued-added taxes and/or income tax) as a result of
government policies which benefit the dairy industry in order to promote, among other things,
improved industrialisation and specialisation levels of the husbandry industry, acceleration of
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the breeding and promotion of fine breeds of livestock. We cannot assure you that we will
continue receiving such governmental support or preferential tax treatments in the future, and
if these government policies change, our results of operations could be adversely affected.

Our business operations are subject to risks relating to environmental, social and
governance.

Our business operations are subject to risks relating to environmental, social and governance
(the “ESG”), especially those related to climate change. Climate-related risks may potentially
affect our business and financial condition in the short, medium and long term. Our dairy
farms are located in various regions of China, including Inner Mongolia and Northeastern
Region, which are subject to the risk of severe weather conditions of icing and snowing that
could potentially lower raw milk yield. Furthermore, extreme heat across China could also
have an adverse impact on the health conditions of our dairy cows, which may result in lower
production volumes. Additionally, we may experience indirect impacts from supply chain
disruption if we and/or our suppliers, especially our feed ingredients and forage grass
suppliers, suffered from extreme weather conditions such as snowing, icing and flooding. The
decrease in our raw milk yield or disruptions to our supply chain management may impact our
ability to fulfill our existing contractual obligations, which, in turn, may cause monetary
damages and loss of existing and potential customers.

Furthermore, potential transition risk may result from the transitioning to a lower-carbon
economy which entails change in climate-related regulations and policies. Tightened
environmental regulations may require significant investment to be made in transforming our
business and operations, which may have a material adverse impact on our business, results of
operations and financial condition.

We have adopted a complete set of ESG-related policies and procedures to ensure our
long-term and sustainable growth. However, such policies and procedures may not always be
effective, or at all, to tackle the ESG-related risks that we may be exposed to.

Due to the nature of our business, emission of greenhouse gas is among the most important
metrics to assess the impact of our operations on the environment. Since our dairy farming
operation contributes a substantial portion of our total GHG emissions, and the GHGs emitted
by dairy cows primarily come from their manure and exhaled breaths, we strive to continue to
reduce the amount of greenhouse gas emitted by our dairy cows through a series of measures.
However, there can be no guarantee that such measures would always be effective, if at all, to
manage and control the level of our greenhouse gas emissions. Any failure of such measures
could result in increases of our greenhouse gas emissions, which may subject us to
administrative penalties or additional costs associated with addressing the increased
greenhouse gas emissions. Additionally, if we fail to meet our emission reduction and resource
consumption targets, or continue to reduce our emissions and resource consumption in
general, our business, reputation and financial condition may be materially adversely affected.
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RISKS RELATING TO CONDUCTING BUSINESS IN THE PRC

Adverse changes in the economic, political and social conditions, as well as policies of the
PRC government, could have an adverse effect on our business and prospects.

All of our revenue was derived from our businesses in the PRC historically. Accordingly, our
business, financial condition, results of operations and prospects are, to a material extent,
subject to economic, political, and legal developments in the PRC. The PRC economy differs
from the economies of developed countries in many respects, including, among other things,
the degree of government involvement, control of investment, level of economic development,
growth rate, foreign exchange controls, and resource allocation.

Although the PRC economy has been transitioning from a planned economy to a more
market-oriented economy for the past four decades, a substantial portion of productive assets
in the PRC is still owned by the PRC government. The PRC government also exercises
significant control over the economic growth of the PRC through allocating resources,
controlling payments of foreign currency-denominated obligations, setting monetary policy
and providing preferential treatment to particular industries or companies. In recent years, the
PRC government has implemented measures emphasizing the utilisation of market forces in
economic reform, the reduction of state ownership of productive assets and the establishment
of sound corporate governance practices in business enterprises. Some of these measures
benefit the overall PRC economy, but may adversely affect us. For example, our financial
condition and results of operations may be adversely affected by government policies on the
dairy industry in China or changes in tax regulations applicable to us. If the business
environment in the PRC deteriorates, our business in the PRC may also be adversely affected.

The interpretation and enforcement of PRC laws and regulations involve uncertainties
that could limit the legal protections available to you.

The PRC legal system is based on written statutes and may significantly differ from the legal
system in your jurisdiction. Since 1979, the PRC Government has promulgated laws and
regulations that deal with economic matters, including securities regulations, foreign
investment, corporate organisation and governance, commerce, taxation and trade, with a view
to developing a comprehensive system of commercial law. However, because these laws and
regulations are relatively new, and because of the relatively limited volume of published cases
and their non-binding nature, interpretation and enforcement of these laws and regulations
involve uncertainties. As a result, the legal protections available to you under the PRC legal
system may be limited.

The effect of future legal development in the PRC, including the promulgation of new laws,
changes to existing laws or the interpretation or enforcement thereof, or the inconsistencies
between local rules and regulations and national law, cannot be predicted. As a result, there is
substantial uncertainty as to the legal protection available to us and holders of the Bonds. In
addition, the PRC legal system is based in part on government policies and internal rules
(some of which are not published on a timely basis or at all) that may have retroactive effect.
As a result, we may not be aware of our violation of these policies and rules until sometime
after the violation has occurred.
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PRC regulations regarding acquisitions impose significant regulatory approval and
review requirements, which could make it more difficult for us to pursue growth through
acquisitions in China.

Under the PRC Anti-monopoly Law, companies undertaking certain investments and
acquisitions relating to businesses in China must notify the anti-monopoly enforcement
agency in advance of any transaction where the parties’ turnover around the world or in China
exceed certain thresholds and the buyer would obtain control of, or decisive influence over, the
other party. Under the Provisions on Mergers and Acquisitions of Domestic Companies by
Foreign Investors (M 4% & # f B 5T A A 2ERY L E), or the M&A Rules, adopted by six PRC
regulatory agencies in 2006 and amended in 2009, the approval of MOFCOM must be obtained
in circumstances where overseas companies established or controlled by PRC enterprises or
residents merge and acquire domestic companies affiliated with PRC enterprises or residents.
In addition, the Provisions on Implementation of Security Review System for Mergers and
Acquisitions of Domestic Enterprises by Foreign Investors (7515 &5 B s 71 2 4% & & i B 5 A
L EFEE R NI E) issued by the MOFCOM that became effective in September 2011
specify that mergers and acquisitions by foreign investors that raise “national defense and
security” concerns, and mergers and acquisitions through which foreign investors may acquire
de facto control over domestic enterprises that raise “national security” concerns, are subject
to strict review by the MOFCOM, and the rules prohibit any activities attempting to bypass a
security review. In the future, we may grow our business by acquiring complementary
businesses. Complying with the requirements of the above-mentioned regulations and other
relevant rules to complete such transactions could be time-consuming, and any required
approval processes may delay or inhibit our ability to complete such transactions, which could
affect our ability to expand our business or maintain our market share.

Fluctuation of Renminbi exchange rates could have a material adverse effect on our
business, financial condition, results of operations and prospects.

The value of the Renminbi against other foreign currencies is subject to fluctuations resulting
from the PRC Government’s policies and depends to a large extent on domestic and
international economic and political developments as well as supply and demand in the local
market. From 1994 to July 2005, the official exchange rate for the conversion of Renminbi to
the U.S. dollar was generally stable. In July 2005, the PRC Government changed its policy of
pegging the value of Renminbi to the U.S. dollar. Under the current policy, the Renminbi is
pegged against a basket of currencies, determined by the PBoC, against which it can rise or
fall within stipulated ranges against different currencies each day. This change in policy has
resulted in an appreciation of the value of the Renminbi against the U.S. dollar of
approximately 24.6% from July 2005 to June 2015. From July 2008 to June 2010, the
Renminbi traded within a narrow range against the U.S. dollar. In June 2010, the PBoC
announced that the PRC will further reform the Renminbi exchange rate regime and enhance
the RMB exchange rate flexibility. In April 2012, the PBoC expanded the floating range of
Renminbi against the U.S. dollar in the inter-bank spot foreign exchange market from 0.5% to
1% and further expanded it to 2% in March 2014. In August 2015, the PBoC announced that
the mid-point exchange rate for the floating range of Renminbi against the U.S. dollar is to be
determined based on market maker submissions that take into account the Renminbi-U.S.
dollar exchange rate at the previous day’s closing of the inter-bank spot foreign exchange
market, the supply and demand dynamics and the movements of other major currencies.
Renminbi depreciated significantly against the U.S. dollar following this August 2015
announcement by the PBoC. In 2016, Renminbi experienced further fluctuation in value
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against the U.S. dollar. With an increased floating range of the Renminbi’s value against
foreign currencies and a more market-oriented mechanism for determining the mid-point
exchange rates, the Renminbi may further appreciate or depreciate significantly in value
against the other foreign currencies in the long-term, depending on the fluctuation of the
basket of currencies against which it is currently valued, or it may be permitted to enter into a
full float, which may also result in a significant appreciation or depreciation of the Renminbi
against other foreign currencies. There is no assurance that Renminbi will not experience
significant appreciation or depreciation against other foreign currencies in the future. Any
appreciation of Renminbi may subject us to increased competition from imported products.
Meanwhile, as we purchase a certain proportion of dairy materials from overseas suppliers,
any depreciation of Renminbi could possibly increase the cost of importing these products,
and if we are unable to pass on the increased cost to our distributors by selling our products at
higher prices, our business, financial condition and results of operations may be adversely
affected. In the event that the appreciation of Renminbi against the U.S. dollars continues, we
may incur foreign exchange losses. Furthermore, since our revenue and profit are denominated
in Renminbi, any depreciation of Renminbi would materially and adversely affect our financial
position, our ability to service our foreign currency obligations, as well as our ability to satisfy
our obligations under the Bonds.

We are a holding company that relies heavily on dividend payments from our subsidiaries
in China for funding.

We are primarily a holding company and our ability to satisfy our obligations under the Bonds
depends to a large extent upon the receipt of dividends, distributions, interest or advances from
our wholly or partly owned subsidiaries, our associated companies and jointly controlled
entities. The ability of such subsidiaries, associated companies and jointly controlled entities
to pay dividends and other amounts to us may be subject to their profitability and to applicable
laws and restrictions on the payment of dividends and other amounts contained in financing or
other agreements. PRC laws require that dividends be paid only out of the net profit calculated
according to PRC accounting principles, which differ in many aspects from generally accepted
accounting principles in other jurisdictions, including IFRS. PRC laws also require enterprises
to set aside part of their net profit as statutory reserves. These statutory reserves are not
available for distribution as cash dividends. In addition, restrictive covenants in bank credit
facilities or other agreements that we or our subsidiaries may enter into in the future may also
restrict the ability of our subsidiaries to provide capital or declare dividends to us and our
ability to receive distributions. Therefore, these restrictions on the availability and usage of
our major source of funding may impact our ability to satisfy our obligations under the Bonds.
In addition, we are incorporated in the Cayman Islands and hold interests in our subsidiaries in
China through our holding companies incorporated in Luxembourg and Ireland. Under the
existing EIT Law and its implementation rules, if a foreign entity is deemed to be a
“nonresident enterprise” as defined under the EIT Law and its implementation rules, a
withholding tax at the rate of 10% will be applicable to any dividends for earnings
accumulated since 1 January 2008 payable to the foreign entity, unless it is entitled to
reduction or elimination of such tax, including by tax treaties or agreements.
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We may be deemed to be a PRC tax resident under the PRC EIT Law, and as a result, our
worldwide income may be subject to PRC EIT, dividends payable by us to our foreign
investors and gains on the sale of our Shares may be subject to PRC withholding income
tax.

We are a holding company incorporated under the laws of the Cayman Islands and indirectly
hold interests in our PRC operating subsidiaries. Pursuant to the Enterprise Income Tax Law
of the PRC (% A\ R AL A B A SE T 15 8i7%), or the EIT Law, which took effect on 1 January
2008 and amended on 24 February 2017 and 29 December 2018 separately, dividends payable
by a foreign-invested enterprise to its foreign corporate investors who are not deemed a PRC
resident enterprise are subject to a 10.0% withholding income tax, unless such foreign
investor’s jurisdiction of tax residency has a prevailing tax treaty in effect with the PRC that
provides for a different withholding income tax arrangement.

The EIT Law provides that if an enterprise incorporated outside the PRC has its “de facto
management body” within the PRC, such enterprise may be deemed a “PRC resident
enterprise” for tax purposes and be subject to a uniform 25% enterprise income tax on its
global incomes (excluding dividends received from “resident enterprises”). “De facto
management body” is defined as the body that exercises substantial overall management and
control over the manufacturing and business operation, personnel, accounts, properties, etc. of
an enterprise. In April 2009, the SAT, promulgated the “Notice of the State Administration of
Taxation on Issues about the Determination of Chinese — Controlled Enterprises Registered
Abroad as Resident Enterprises on the Basis of Their Body of Actual Management” (Guo Shui
Fa [2009] No. 82) (“Circular 82”), which clarified the certain criteria for the determination
whether the “de facto management body” of an offshore Chinese enterprise as the controlling
shareholder of Mainland China enterprise. These criteria include: (i) the enterprise’s senior
management personnel and department who are responsible for managing the day-to-day
business operation perform their obligations primarily in the PRC; (ii) decisions relating to the
enterprise’s financial and human resource matters are made or subject to approval by
organisations or personnel in the PRC; (iii) the enterprise’s primary assets, accounting books
and records, company seals, and board and shareholders’ meeting minutes are located or
maintained in the PRC; and (iv) 1/2 (including 1/2) or more of voting directors or senior
executives of the enterprise habitually reside in the PRC. Meanwhile, the determination of “de
facto management” shall apply based on the principle of substance over form. The SAT further
issues administrative rules in July 2011 and January 2014 regarding administrative procedures
for recognising PRC resident enterprise status of a Chinese- controlled company registered
abroad.

According to the aforesaid SAT circulars, a Chinese-controlled company incorporated abroad
could either apply for PRC resident enterprise status with the competent PRC tax authority in
the place where its major Chinese investor is registered after company’s preliminary
assessment and the application will be subject to approval of competent PRC tax authorities,
or be recognised as a PRC resident enterprise by competent PRC tax authorities upon
investigation. In this regard, there are uncertainties that whether a Chinese-invested company
registered abroad would be treated as a PRC resident enterprise before obtaining the relevant
approval from competent PRC tax authorities. However, there have been no official
explanation notes regarding the shareholding percentage of “major controlling shareholder” of
aforesaid SAT circulars and no official implementation rules regarding the determination of
the “de facto management body” for foreign enterprises which are not controlled by PRC
enterprises.
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Although this circular applies only to offshore enterprises funded by Chinese enterprises as
controlling shareholders, rather than those funded by Chinese or foreign individuals or foreign
enterprises as controlling shareholders (such as our Company), the determining criteria set
forth in the circular may reflect SAT’s general position on how the “de facto management
body” test should be applied in determining the tax resident status of offshore enterprises,
regardless of how they are funded. Although our Company is not funded by Chinese
enterprises as controlling shareholders, substantial uncertainties remain as to whether our
Company or any of our other non-PRC entities will be deemed a PRC resident enterprise for
the EIT purposes. If we or any of our subsidiaries registered outside the PRC are to be deemed
a “resident enterprise” under the EIT Law, our income tax expenses may increase significantly,
and our profitability could decrease materially. If we and our direct holding companies are all
recognised as PRC resident enterprise for tax purposes, dividend payment received by us and
intermediate companies are exempt from PRC EIT under the condition that the direct
shareholder has been holding the shares of the dividend payment company for more than 12
months. Furthermore, the EIT Law provides that, (i) if the enterprise that distributes dividends
is domiciled in the PRC, or (ii) if gains are realised from transferring equity interest of
enterprises domiciled in the PRC, then such dividends or capital gains are treated as
PRC-sourced income. It is not clear how “domicile” may be interpreted under the EIT Law,
and it may be interpreted as the jurisdiction where the enterprise is a tax resident. If we are
treated as a PRC resident enterprise for PRC-tax purposes, according to aforementioned
circulars issued by SAT, any dividends we pay to our overseas corporate shareholders that are
non-PRC resident enterprise, which do not have an establishment or place of business in PRC,
or which have such establishment or place of business if the relevant income is not effectively
connected with the establishment or place of business, shall be regarded as PRC-sourced
income and as a result become subject to PRC withholding income tax at a rate of up to 10.0%.
Any gains realised on the transfer of our shares by such non-PRC resident enterprise investors
is also subject to a 10% PRC income tax if such gain is regarded as income derived from
sources within the PRC. Under the PRC Individual Income Tax Law and its implementation
rules, PRC sourced dividends paid to non-PRC individual investors are generally subject to a
PRC withholding income tax at a rate of 20% and gains from PRC sources realised by such
investors on the transfer of our shares are generally subject to a 20% PRC income tax. If PRC
income tax were imposed on gains realised through the transfer of our shares or on dividends
paid to our non-resident investors, the value of your investment in our shares may be
materially and adversely affected. Any PRC tax liability described above may be reduced
under applicable tax treaties. However, it is unclear whether our shares holders whose
jurisdictions of residence have tax treaties or arrangements with China, the PRC will be able to
obtain the benefits of such tax treaties or arrangements, if the prerequisites provided under the
relevant treaties or arrangements were not satisfied.
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Additional procedures may be required to be taken to bring English law governed
matters or disputes to the Hong Kong courts and the holders of the Bonds would need to
be subject to the exclusive jurisdiction of the Hong Kong courts. There is also no
assurance that the PRC courts will recognise and enforce judgments of the Hong Kong
courts in respect of English law governed matters or disputes.

The Terms and Conditions and the transaction documents are governed by English law,
whereas parties to these documents have submitted to the exclusive jurisdiction of the Hong
Kong courts. In order to hear English law governed matters or disputes, Hong Kong courts
may require certain additional procedures to be taken. Under the Arrangement on Reciprocal
Recognition and Enforcement of Judgments in Civil and Commercial Matters by the Courts of
the Mainland and of the Hong Kong Special Administrative Region Pursuant to Choice of
Court Agreements between Parties Concerned ([ A A b B 7 5 4 1l A7 BB 18 5 e AH B 32 ] AN
AT E BN R TE Y R 3 R A % PE), judgments of Hong Kong courts are likely to
be recognised and enforced by the PRC courts where the contracting parties to the transactions
pertaining to such judgments have agreed to submit to the exclusive jurisdiction of Hong Kong
courts. However, recognition and enforcement of a Hong Kong court judgment could be
refused if the PRC courts consider that the enforcement of such judgment is contrary to the
social and public interest of the PRC or meets other circumstances specified by the
Arrangement on Reciprocal Recognition and Enforcement of Judgments in Civil and
Commercial Matters by the Courts of the Mainland and of the Hong Kong Special
Administrative Region Pursuant to Choice of Court Agreements between Parties Concerned.
On 18 January 2019, Hong Kong and China signed the new Arrangement on Reciprocal
Recognition and Enforcement of Judgments in Civil and Commercial Matters by the Courts of
the Mainland and of the Hong Kong Special Administrative Region, or the 2019 Arrangement.
Following the promulgation of a judicial interpretation by the PRC Supreme People’s Court
and the completion of the relevant procedures in Hong Kong, both sides would announce a
date on which the 2019 Arrangement becomes effective. Upon effectiveness of the 2019
Arrangement, the 2006 Arrangement will be terminated. The 2019 Arrangement seeks to
establish a mechanism for recognition and enforcement of judgments in a wider range of civil
and commercial matters, but it will only apply to judgments made after its effectiveness date,
which is not yet known. There are still uncertainties about the outcomes and effectiveness of
enforcement or recognition of judgments under the 2019 Arrangement. While it is expected
that the PRC courts will recognise and enforce a judgment given by Hong Kong courts
governed by English law, there can be no assurance that the PRC courts will do so for all such
judgments as there is no established practice in this area. Compared to other similar debt
securities issuances in the international capital markets where the relevant holders of the debt
securities would not typically be required to submit to an exclusive jurisdiction, the holders of
the Bonds will be deemed to have submitted to the exclusive jurisdiction of the Hong Kong
courts, and thus the ability of the holders of the Bonds to initiate a claim outside of Hong
Kong will be limited.
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Government control of currency conversion and fluctuations in the exchange rates of the
Renminbi may adversely affect our business, financial condition and our ability to remit
dividends.

The PRC government imposes controls on the convertibility of the Renminbi into foreign
currencies and, in certain cases, the remittance of currency out of China. Under existing
Chinese foreign exchange regulations, payments of current account items, including dividend
payments, interest payments and expenditures from trade-related transactions, can be made in
foreign currencies without prior approval from SAFE by complying with certain procedural
requirements. However, approval from or registration with SAFE or its local branches or
designated banks is required for foreign currency conversions for payment under capital
account items such as equity investments. The PRC government may also at its discretion
restrict our access in the future to foreign currencies for current account transactions. Under
our current corporate structure, our revenue is primarily derived from dividend payments from
our PRC subsidiaries. Shortages in the availability of foreign currency may restrict the ability
of our PRC subsidiaries to remit sufficient foreign currency to pay dividends or other
payments to us, or otherwise satisfy their foreign currency-denominated obligations. If the
foreign exchange control system prevents us from obtaining sufficient foreign currency to
satisfy our foreign currency demands, we may not be able to pay our foreign
currency-denominated obligations, including our payment obligations under the Bonds. In
addition, our liquidity and ability to satisfy our third-party payment and loan repayment
obligations could be materially and adversely affected.

Since substantially all of our future cash flows from operations will be denominated in
Renminbi, any existing and future restrictions on currency exchange may limit our ability to
purchase goods and services outside of China or otherwise fund our business activities that are
conducted in foreign currencies, in particular our import trading business. This could also
affect the ability of our subsidiaries in China to obtain foreign debt or equity financing,
including by means of loans or capital contributions from us.

We purchase forage grasses from various overseas suppliers mainly from the U.S. and the
settlement currency for our purchases is primarily in foreign currency whereas the settlement
currency for all our sales is generally in Renminbi. The exchange rates of the Renminbi
against foreign currencies, including the Hong Kong dollar, are affected by, among other
things, changes in China’s political and economic conditions. Any fluctuations in exchange
rates of the Renminbi against the U.S. dollar or other foreign currencies may cause our costs
for importing forage grasses to be volatile, which may adversely affect our business and
results of operations.

PRC regulation of loans to, and direct investments in, PRC entities by offshore holding
companies may delay or prevent us from using the proceeds from the Bonds to make loans or
additional capital contributions to our PRC subsidiaries, which could materially and adversely
affect our liquidity, and our ability to fund and expand our business.

As advised by our PRC Legal Advisors, any funds we transfer to our PRC subsidiaries, either
as a shareholder loan, or as an increase in registered capital, are subject to approval by, filing
with, or registration with, relevant governmental authorities in China. According to the
relevant PRC regulations on foreign-invested enterprises in China, capital contributions to our
PRC subsidiaries are subject to registration with the market supervision and management
department. In addition, (i) any foreign loan procured by our PRC subsidiaries is required to

40



be registered with SAFE or its local branches or designated banks, and (ii) each of our PRC
subsidiaries may not procure loans which exceed the difference between its registered capital
and its total investment amount or certain criteria relating to its net asset. Any medium-or
long-term loan to be provided by us to our PRC subsidiaries must be recorded and registered
by the National Development and Reform Committee and the SAFE or its local branches or
designated banks. We may not be able to complete such filing or registrations on a timely
basis, if at all, with respect to future capital contributions or foreign loans by us directly to our
PRC subsidiaries. If we fail to complete such filing or registration, our ability to use the
proceeds of the Bonds, and to capitalise our PRC operations, may be negatively affected,
which could adversely affect our liquidity and our ability to fund and expand our business.

On 30 March 2015, the SAFE promulgated the Circular on Reforming the Management
Approach Regarding the Foreign Exchange Capital Settlement of Foreign-Invested
Enterprises, or SAFE Circular 19. SAFE Circular 19 took effect as of 1 June 2015. SAFE
Circular 19 launched a nationwide reform of the administration of the settlement of the foreign
exchange capitals of foreign-invested enterprises, which allows foreign-invested enterprises to
settle their foreign exchange capital at their discretion, but continues to prohibit
foreign-invested enterprises from using the RMB fund converted from their foreign exchange
capitals for expenditures beyond their business scopes. On 9 June 2016, the SAFE
promulgated the Circular on Reforming and Standardizing the Administrative Provisions on
Capital Account Foreign Exchange, or SAFE Circular 16. SAFE Circular 19 and SAFE
Circular 16 continue to prohibit foreign-invested enterprises from, among other things, using
RMB funds converted from their foreign exchange capitals for expenditure beyond their
business scope, investment in securities or investments other than banks’ principal-secured
products, providing loans to non-affiliated enterprises (with the exception that such business is
expressly permitted in the business license) or constructing or purchasing real estate not for
self-use, except for real estate enterprises. SAFE Circular 19 and SAFE Circular 16 may
significantly limit our ability to transfer to, and use in, China the net proceeds of the Bonds,
which may materially and adversely affect our business, financial condition and results of
operations.

Certain judgment obtained against us by our shareholders may not be enforceable.

We are an exempted company incorporated in the Cayman Islands, and substantially all of our
current operations are conducted in China. In addition, a majority of our current Directors and
officers are nationals and residents of China. As a result, it may be difficult or impossible for
you to effect service of process within Hong Kong upon us or these persons, or to bring an
action in Hong Kong against us or against these individuals in the event that you believe that
your rights have been infringed under the applicable securities laws or otherwise. In addition,
as there are no clear statutory and judicial interpretations or guidance on a PRC court’s
jurisdiction over cases brought under foreign securities laws, it may be difficult for you to
bring an original action against us or our PRC resident officers and Directors in a PRC court
based on the liability provisions of non-PRC securities laws. Even if you are successful in
bringing an action of this kind, the laws of the Cayman Islands and of China may render you
unable to enforce a judgment against our assets or the assets of our Directors and officers.
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RISKS RELATING TO THE BONDS

Any failure to complete the relevant filings under the NDRC Circular may have adverse
consequences for the Issuer and/or the Bondholders.

NDRC issued the NDRC Circular on 14 September 2015, which came into effect on the same
day. According to the NDRC Circular, domestic enterprises and their overseas controlled
entities shall procure the registration of any debt securities issued outside the PRC with NDRC
prior to the issue of the securities and notify the particulars of the relevant issues within 10
working days after the completion of the issue of the securities. The NDRC Circular is silent
on the legal consequences of non-compliance with the pre-issue registration requirement.
Modern Farming (Group) Co., Ltd. has obtained the NDRC pre-issuance registration on
28 June 2021, under which the Issuer has been granted a foreign debt issuance quota.
Similarly, the legal consequences of non-compliance with the post-issue notification
requirement under the NDRC Circular is unclear. In the worst-case scenario, such
non-compliance with the post-issue notification requirement under the NDRC Circular may
result in it being unlawful for the Issuer to perform or comply with any of its obligations under
the Bonds and the Bonds might be subject to enforcement as provided in Condition 9 (Events
of Default) of the Terms and Conditions. Potential investors of the Bonds are advised to
exercise due caution when making their investment decisions. The Issuer has undertaken to file
or cause to be filed with the NDRC the particulars of the issue of the Bonds within 10 PRC
Business Days after the Issue Date.

The Bonds will be effectively subordinated to all of the Issuer’s secured debt.

The Bonds are general senior unsecured obligations. The Bonds will be effectively
subordinated to all of the Issuer’s secured indebtedness to the extent of the value of the assets
securing such indebtedness. In addition, the Bonds will, subject to some limitations, permit
the Issuer to incur additional secured indebtedness in connection with bank and other
financing arrangements.

In the event of bankruptcy, liquidation, reorganisation or other winding-up, the Issuer’s assets
that secure its secured indebtedness will be available to pay obligations on the Bonds only
after all secured indebtedness, together with accrued interest, has been repaid. If we are unable
to repay the Issuer’s secured indebtedness, the lenders could foreclose on substantially all of
the Issuer’s assets which serve as collateral. Under such circumstances, the Issuer’s secured
lenders would be entitled to be repaid in full from the proceeds of the liquidation of those
assets before those assets would be available for distribution to other creditors, including
holders of the Bonds. Holders of the Bonds will participate in the proceeds of the liquidation
of the Issuer’s remaining assets rateably with holders of the Issuer’s unsecured indebtedness
that is deemed to be of the same class as the Bonds, and potentially with all of the Issuer’s
other general creditors.
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Claims by holders of the Bonds are structurally subordinated to the Issuer’s subsidiaries.

None of the Issuer’s subsidiaries will guarantee the Bonds. Therefore, the Bonds will be
structurally subordinated to any indebtedness and other liabilities and commitments, including
trade payables and lease obligations, of the Issuer’s existing or future subsidiaries, whether or
not secured. We may not have direct access to the assets of such subsidiaries unless these
assets are transferred by dividend or otherwise to the Issuer. The ability of such subsidiaries to
pay dividends or otherwise transfer assets to the Issuer is subject to various restrictions under
applicable laws and the contracts and agreements which they enter into from time to time. The
Issuer’s subsidiaries are separate legal entities that have no obligation to pay any amounts due
under the Bonds or make any funds available therefor, whether by dividends, loans or other
payments. As a result, all claims of creditors of the existing and future subsidiaries of the
Issuer, including trade creditors, lenders and all other creditors, and rights of holders of
preferred shares of such subsidiaries (if any) will have priority as to the assets of such
subsidiaries over claims of the Issuer and those of creditors of the Issuer, including holders of
the Bonds.

If the Issuer is unable to comply with the restrictions and covenants in the Issuer’s debt
agreements or the Bonds, there could be a default under the terms of these agreements or
the Bonds, which could cause the repayment of the Issuer’s debt to be accelerated.

If the Issuer is unable to comply with the restrictions and covenants in the Bonds, or future
financing and other agreements, there could be a default under the terms of these agreements.
In the event of a default under these agreements, the holders of the relevant debt could
terminate their commitments to lend to the Issuer, accelerate the debt obligation and declare
all amounts borrowed due and payable or terminate the agreements, as the case may be.
Furthermore, certain debt agreements, including the Bonds, may contain cross-acceleration or
cross-default provisions. As a result, default under one debt agreement may cause the
acceleration of repayment of not only such debt but also other debt, including the Bonds, or
result in a default under other debt agreements. If any of these events should occur, there can
be no assurance that the Issuer’s assets and cash flow would be sufficient to repay in full all
indebtedness, or that alternative financing could be obtained. Even if alternative financing can
be obtained, there can be no assurance that it would be on terms that are favourable or
acceptable to the Issuer.

Investment in the Bonds may subject investors to foreign exchange risks.

The Bonds are denominated and payable in U.S. dollars. If an investor measures its investment
returns by reference to a currency other than U.S. dollars, an investment in the Bonds entails
foreign exchange related risks, including possible significant changes in the value of the U.S.
dollar relative to the currency by reference to which an investor measures its investment
returns, due to, among other things, economic, political and other factors over which the Issuer
has no control. Depreciation of the U.S. dollar against such currency could cause a decrease in
the effective yield of the Bonds below their stated coupon rates and could result in a loss when
the return on the Bonds is translated into such currency. In addition, there may be tax
consequences for investors as a result of any foreign exchange gains resulting from any
investment in the Bonds.
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A trading market for the Bonds may not develop, and there are restrictions on resale of
the Bonds.

The Bonds are a new issue of securities for which there is currently no trading market. There
can be no assurance as to the liquidity of the Bonds or that an active trading market will
develop. If such a market were to develop, the Bonds could trade at prices that may be higher
or lower than the initial issue price depending on many factors, including prevailing interest
rates, the Issuer’s operations and the market for similar securities. Application will be made to
the Hong Kong Stock Exchange for the Bonds to be admitted for listing on the Hong Kong
Stock Exchange, but no assurance can be given as to the liquidity of, or trading market for, the
Bonds. Further, the Bonds may be allocated to a limited number of investors, in which case
liquidity may be limited. The Joint Lead Managers are not obligated to make a market in the
Bonds, and if the Joint Lead Managers do so, they may discontinue such market making
activity at any time at their sole discretion. Therefore, investors may not be able to sell their
Bonds easily or at prices that will provide them with a yield comparable to similar investments
that have a developed secondary market. In addition, holders of the Bond should be aware of
the prevailing and widely reported global credit market conditions (which continue at the date
of this Offering Circular), whereby there is a general lack of liquidity in the secondary market
for instruments similar to the Bonds. Such lack of liquidity may result in investors suffering
losses on the Bonds in secondary resales even if there is no decline in the performance of the
Issuer’s assets. It is not possible to predict which of these circumstances will change and
whether, if and when they do change, there will be a more liquid market for the Bonds and
instruments similar to the Bonds at that time. In addition, the Bonds are being offered pursuant
to exemptions from registration under the Securities Act and, as a result, holders will only be
able to resell their Bonds in transactions that have been registered under the Securities Act or
in transactions not subject to or exempt from registration under the Securities Act.

The rating assigned to the Bonds and the Issuer may be lowered or withdrawn in the
future.

The Bonds are expected to be assigned a rating of “BBB” by S&P. In addition, the Issuer
received a BBB (Stable) by S&P. The rating addresses the Issuer’s ability to perform its
obligations under the terms of the Bonds and credit risks in determining the likelihood that
payments will be made when due under the Bonds. A rating is not a recommendation to buy,
sell or hold securities and may be subject to revision, suspension or withdrawal at any time.
We cannot assure investors that a rating will remain for any given period of time or that a
rating will not be lowered or withdrawn entirely by the relevant rating agency if in its
judgement circumstances in the future so warrant. We have no obligation to inform holders of
the Bonds of any such revision, downgrade or withdrawal. A suspension, reduction or
withdrawal at any time of the rating assigned to the Bonds may adversely affect the market
price of the Bonds.

44



Developments in the international financial markets may adversely affect the market
price of the Bonds.

The market price of the Bonds may be adversely affected by declines in the international
financial markets and world economic conditions. The market for securities of entities with
PRC operations is, to varying degrees, influenced by economic and market conditions in other
markets, especially those in Asia. Although economic conditions are different in each country,
investors’ reactions to developments in one country can affect the securities markets and the
securities of issuers in other countries, including the PRC. The economic effects of the global
financial crisis of 2008 and 2009 and the European sovereign debt crisis have been widespread
and far reaching and the international financial markets have experienced significant volatility.
While some of these economic factors have since improved, lasting impacts from the global
financial crisis, subsequent volatility in financial markets and the recent European sovereign
debt crisis (and potential contagion from it) suggest ongoing vulnerability and adjustment in
general business, capital markets and economic conditions. In addition, the COVID-19
pandemic has caused volatility in stock markets worldwide to lose significant value since
February 2020. If such developments continue or if similar developments occur in the
international financial markets in the future, the market price of the Bonds could be adversely
affected.

The insolvency laws of the Cayman Islands and other local insolvency laws may differ
from those of another jurisdiction with which the holders of the Bonds are familiar.

Because the Issuer is incorporated under the laws of the Cayman Islands, any insolvency
proceeding relating to the Issuer would likely involve the Cayman Islands insolvency laws, the
procedural and substantive provisions of which may differ from comparable provisions of the
local insolvency laws of jurisdictions with which the holders of the Bonds are familiar.

A change in English law which governs the Bonds may adversely affect the holders of the
Bonds.

The Terms and Conditions are governed by English law. No assurance can be given as to the
impact of any possible judicial decision or change to English law or administrative practice
after the date of issue of the Bonds.
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Decisions that may be made on behalf of all holders of the Bonds may be adverse to the
interests of individual holders of the Bonds. Modifications and waivers may be made in
respect of the Terms and Conditions, the Trust Deed and/or the Agency Agreement by the
Trustee or less than all of the holders of the Bonds.

The Terms and Conditions of the Bonds contain provisions for calling meetings of the holders
of the Bonds to consider matters affecting their interests generally. These provisions permit
defined majorities to bind all holders of the Bonds including holders who did not attend and
vote at the relevant meeting and holders who voted in a manner contrary to the majority.
Furthermore, there is a risk that the decision of the majority of the holders of the Bonds may
be adverse to the interests of the individuals.

The Terms and Conditions of the Bonds also provide that the Trustee may (but shall not be
obliged to) agree, without the consent of the Bondholders, to (i) any modification of the
Bonds, any of the Terms and Conditions of the Bonds or any of the provisions of the Trust
Deed or the Agency Agreement (other than in respect of a reserved matter) that in its opinion
is of a formal, minor or technical nature or to correct a manifest error or to comply with any
mandatory provision of law, and (ii) any other modification (except as mentioned in the Trust
Deed), and any waiver or authorisation of any breach or proposed breach, of the Bonds, or any
of the Terms and Conditions of the Bonds or any of the provisions of the Trust Deed or the
Agency Agreement that is in the opinion of the Trustee not materially prejudicial to the
interest of the Bondholders. Any such modification, waiver or authorisation shall be binding
on the Bondholders and, unless the Trustee otherwise agrees, such modification, waiver or
authorisation shall be notified by the Issuer to the Bondholders as soon as practicable.

The Trustee may request holders of the Bonds to provide an indemnity and/or security
and/or pre-funding to its satisfaction.

Where the Trustee is under the provisions of the Trust Deed, bound to act at the request or
direction of the Bondholders, the Trustee shall nevertheless not be so bound unless first
indemnified and/or provided with security and/or pre-funded to its satisfaction against all
steps, actions, proceedings, claims and/or demands to which it may render itself liable and all
costs, charges, damages, expenses and liabilities which it may incur by so doing. Negotiating
and agreeing to an indemnity and/or security and/or pre-funding can be a lengthy process and
may impact on when such steps and/or actions can be taken and/or when such proceedings can
be instituted. The Trustee may not be able to take steps and/or actions and/or to institute
proceedings, notwithstanding the provision of an indemnity or security or pre-funding, in
breach of the terms of the Trust Deed or the Terms and Conditions of the Bonds and in
circumstances where there is uncertainty or dispute as to the applicable laws or regulations
and, to the extent permitted by the agreements and the applicable law, it will be for the holders
of the Bonds to take such steps and/or actions and/or to institute such proceedings directly.
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The Bonds will be represented by a Global Certificate and holders of a beneficial interest
in a Global Certificate must rely on the procedures of the Clearing Systems.

The Bonds will initially be represented by in a Global Certificate. Such Global Certificate will
be registered in the name of a nominee for, and deposited with the Euroclear and Clearstream
(collectively, the “Clearing Systems”). Except in the circumstances described in the Global
Certificate, investors will not be entitled to receive definitive certificates. The relevant
Clearing Systems will maintain records of the beneficial interests in the Global Certificate.
While the Bonds are represented by the Global Certificate, investors will be able to trade their
beneficial interests only through the Clearing Systems.

While the Bonds are represented by the Global Certificate, the Issuer will discharge its
payment obligations under the Bonds by making payments to the common depositary for the
Clearing Systems for distribution to their account holders.

A holder of a beneficial interest in the Global Certificate must rely on the procedures of the
relevant Clearing System to receive payments under the Bonds. The Issuer has no
responsibility or liability for the records relating to, or payments made in respect of, beneficial
interests in the Global Certificate.

A holders of the Bonds of beneficial interests in the Global Certificate will not have a direct
right to vote in respect of the Bonds. Instead, such holders of the Bonds will be permitted to
act only to the extent that they are enabled by the relevant Clearing System to appoint
appropriate proxies.

Holders of the Bonds should be aware that a definitive certificate which has a principal
amount that is not an integral multiple of the minimum specified denomination may be
illiquid and difficult to trade.

In relation to any Bond which has a principal amount consisting of a minimum specified
denomination plus a higher integral multiple of another smaller amount, it is possible that the
Bonds may be traded in amounts in excess of the minimum specified denomination that are not
integral multiples of such minimum specified denomination. In such a case a holder of the
Bonds who, as a result of trading such amounts, holds a principal amount of less than the
minimum specified denomination will not receive a definitive certificate in respect of such
holding (should definitive Bonds be printed) and would need to purchase a principal amount of
Bonds such that it holds an amount equal to one or more specified denominations. If definitive
Bonds are issued, holders should be aware that a definitive certificate which has a principal
amount that is not an integral multiple of the minimum specified denomination may be illiquid
and difficult to trade.

We will follow the applicable corporate disclosure standards for debt securities listed on
the Hong Kong Stock Exchange, which standards may be different from those applicable
to companies in certain other countries.

We will be subject to reporting obligations in respect of the Bonds to be listed on the Hong
Kong Stock Exchange. The disclosure standards imposed by the Hong Kong Stock Exchange
may be different from those imposed by securities exchanges in other countries or regions. As
a result, the level of information that is available may not correspond to what investors in the
Bonds are accustomed to.
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The Bonds may not be a suitable investment for all investors.

Each potential investor in any Bonds must determine the suitability of that investment in light
of its own circumstances. In particular, each potential investor should:

. have sufficient knowledge and experience to make a meaningful evaluation of the Bonds,
the merits and risks of investing in the Bonds and the information contained or
incorporated by reference in this Offering Circular;

. have access to, and knowledge of, appropriate analytical tools to evaluate, in the context
of its particular financial situation, an investment in the Bonds and the impact such
investment will have on its overall investment portfolio;

. have sufficient financial resources and liquidity to bear all of the risks of an investment in
the Bonds;

o understand thoroughly the terms of the Bonds and be familiar with the behaviour of any
relevant indices and financial markets; and

. be able to evaluate (either alone or with the help of a financial adviser) possible scenarios
for economic, interest rate and other factors that may affect its investment and its ability
to bear the applicable risks.

A potential investor should not invest in Bonds which are complex financial instruments
unless it has the expertise (either alone or with the help of a financial adviser) to evaluate how
the Bonds will perform under changing conditions, the resulting effects on the value of such
Bonds and the impact this investment will have on the potential investor’s overall investment
portfolio.

Additionally, the investment activities of certain investors are subject to legal investment laws
and regulations, or review or regulation by certain authorities. Each potential investor should
consult its legal advisers to determine whether and to what extent (1) the Bonds are legal
investments for it, (2) the Bonds can be used as collateral for various types of borrowing and
(3) other restrictions apply to its purchase of any Bonds. Financial institutions should consult
their legal advisers or the appropriate regulators to determine the appropriate treatment of the
Bonds under any applicable risk-based capital or similar rules.

The liquidity and price of the Bonds following the offering may be volatile.

The price and trading volume of the Bonds may be highly volatile. Factors such as variations
in the Issuer’s turnover, earnings and cash flows, proposals for new investments, strategic
alliances and/or acquisitions, changes in interest rates, fluctuations in price for comparable
companies, government regulations and changes thereof applicable to the industry and general
economic conditions nationally or internationally could cause the price of the Bonds to
change. Any such developments may result in large and sudden changes in the trading volume
and price of the Bonds. There is no assurance that these developments will not occur in the
future.
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Changes in market interest rates may adversely affect the value of the Bonds.

The Bonds will carry fixed interest rates. Consequently, investment in the Bonds involves the
risk that subsequent changes in market interest rates may adversely affect the value of the
Bonds. Generally, a rise in interest rates may cause a fall in the prices of the Bonds, resulting
in a capital loss for the holders of the Bonds. However, the holders of the Bonds may re-invest
the interest payments at higher prevailing interest rates. Conversely, when interest rates fall,
the prices of the Bonds may rise. The holders of the Bonds may enjoy a capital gain but
interest payments received may be reinvested at lower prevailing interest rates.

As the Bonds will carry a fixed interest rate, the trading price of the Bonds will consequently
vary with the fluctuations in interest rates. If holders of the Bonds sell the Bonds they hold
before the maturity of such Bonds, they may receive an offer less than their investment.

The Bonds may be redeemed by the Issuer prior to maturity.

As set forth in Condition 6 of the Terms and Conditions, the Bonds may be redeemed at the
Issuer’s option in the circumstances set out therein. If the Bonds are redeemed prior to its
maturity date, investors may not receive the same economic benefits they would have received
had they held the Bonds to maturity, and they may not be able to reinvest the proceeds they
receive in a redemption in similar securities. In addition, the Issuer’s ability to redeem the
Bonds may reduce the market price of the Bonds. Further, the Issuer may (and at maturity,
will) be required to redeem all of the Bonds upon occurrence of certain events. If any such
event were to occur, the Issuer may not have sufficient cash in hand and may not be able to
arrange financing to redeem the Bonds in time, or on acceptable terms, or at all. The ability to
redeem the Bonds in such event may also be limited by the terms of other debt instruments.
Failure to repay, repurchase or redeem tendered Bonds by the Issuer would constitute an event
of default under the Bonds, which may also constitute a default under the terms of the Issuer’s
other indebtedness.

Holders of the Bonds are bound by decisions of defined majorities in respect of any
modification, waivers and substitution.

The Terms and Conditions contain provisions for calling meetings of holders of the Bonds to
consider matters affecting their interests generally. These provisions permit defined majorities
to bind all holders of the Bonds, including holders of the Bonds who did not attend and vote at
the relevant meeting and holders of the Bonds who voted in a manner contrary to the majority.

We may issue additional Bonds in the future.

We may, from time to time, and without prior consultation of the holders of the Bonds, create
and issue further Bonds (see the subsection headed “Further Issues” under the Terms and
Conditions) or otherwise raise additional capital through such means and in such manner as we
may consider necessary. There can be no assurance that such future issuance or capital-raising
activity will not adversely affect the market price of the Bonds.
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The Bonds do not restrict the Issuer’s ability to incur additional debt, repurchase the
Bonds or to take other actions that could negatively impact holders of the Bonds.

We are not restricted under the terms of the Bonds from incurring additional debt, including
secured debt (subject to Condition 4(a)), or from repurchasing the Bonds. The Bonds also do
not contain restrictions on the payment of dividends or making of other restricted payments or
contain any other covenants or provisions designed to afford holders of the Bonds protection
in the event of a highly leveraged transaction involving the Issuer that could adversely affect
such holders. In addition, the covenants applicable to the Bonds do not require the Issuer to
achieve or maintain any minimum financial results relating to the Issuer’s business, financial
position and results of operations. The Issuer’s ability to recapitalise, incur additional debt and
take other actions that are not limited by the terms of the Bonds could have the effect of
diminishing the Issuer’s ability to make payments on the Bonds and amortising bonds when
due.

Our shareholders may have interests that differ from the interests as Bondholders.

Our shareholders are able to control the election of our directors and determine our corporate
and management policies as well as our decisions on certain significant corporate transactions,
including, but not limited to, whether to pursue or consummate potential mergers or
acquisitions, asset sales. In particular, our controlling shareholder, Mengniu, and strategic
shareholder, New Hope, are collectively deemed to have approximately 60.34% interest in the
Company’s shares as at 11 May 2021 and have significant influence on our corporate and
management policies.

The interests of our shareholders may not coincide with the Bondholders. For example, our
shareholders may have an interest in pursuing acquisitions, divestitures, financings and other
transactions that, in their judgement, could enhance their equity investments, even though
those transactions might involve risks to you as a holder of the Bonds.
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CAPITALISATION AND INDEBTEDNESS

The following table sets forth, on a consolidated basis, the capitalisation of the Company as at
31 December 2020, (i) on an actual basis and (ii) on as adjusted to give effect to the issuance
of the aggregate principal amount of the Bonds described in the notes below:

This table should be read in conjunction with “Use of Proceeds”, “Business — Recent
Development” and our consolidated financial statements, the related notes and other financial
information contained elsewhere in this Offering Circular.

As at 31 December 2020

Actual As adjusted”’
RMB USD RMB USD

(in thousands)

Bank balances and cash . . ... ... 1,144,347 175,379 4,406,847 675,379
Short-term and long term

indebtedness
Bank borrowings, unsecured . . . . . . 5,281,002 809,349 5,281,002 809,349
Bank borrowings, secured. . ... ... 361,324 55,375 361,324 55,375
The Bonds to be issued hereby . . .. - - 3,262,500 500,000
Total short-term and long-term

indebtedness. . . ... ......... 5,642,326 864,724 8,904,826 1,364,724
Equity
Equity attributable to owners of the

Company. . . ............... 7,896,923 1,210,256 7,896,923 1,210,256
Non-controlling interests . .. ... .. 141,521 21,689 141,521 21,689
Total equity . . . . ............. 8,038,444 1,231,945 8,038,444 1,231,945
Total Capitalisation® . ... ... ... 13,680,770 2,096,669 16,943,270 2,596,669

(1)  The “As adjusted” balances shown above do not take into account the application of any of the proceeds from
this offering.

(2) Total capitalisation represents the sum of total short-term and long-term indebtedness and total equity.

On 27 January 2021, the Company issued an aggregate of 650,000,000 new shares to certain
independent third parties at the placing price of HK$2.40 per share and the net proceeds from
the placing amounted to approximately HK$1,552 million. The Company intends to apply the
net proceeds from the placing on infrastructure development and herd expansion, potential
mergers and acquisitions and general working capital. Immediately after completion of the
placing, Mengniu directly and indirectly held 52.41% of the Company’s issued share capital.

In connection with the Fuyuan Acquisition, the Company will issue and allot 807,096,101
considerations shares in the sum of RMB1,508,670,520 (equivalent to approximately
HK$1,807,895,265 calculated using the exchange rate of HK$1.00 to RMBO0.83449) at the
issue price of HK$2.24 per consideration share to Mengniu as part of the consideration and the
cash consideration shall be satisfied by cash funded by a combination of internal resources of
our Group and external financing. For details of the acquisition of Fuyuan, please see
“Business — Recent Development — Acquisition of Fuyuan” of this Offering Circular.
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In connection with the acquisition of Zhongyuan, the consideration shall be satisfied by cash
funded by a combination of internal resources of our Group and external financing.

Save as disclosed in this Offering Circular, since 31 December 2020, there has been no
material change in the capitalisation and indebtedness of the Group. The Group will continue
to incur indebtedness from time to time for general corporate purposes, including but not
limited to refinancing of existing indebtedness and funding its operations in the ordinary
course of business.
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USE OF PROCEEDS
We estimate that the gross proceeds from this offering, before deducting the underwriting

commissions and other estimated expenses payable in connection with this offering, will be
US$498,585,000, which we plan to use for refinancing and general corporate purposes.
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CORPORATE STRUCTURE OF THE GROUP

The chart below illustrates the simplified corporate structure of the Group as at the date of this
Offering Circular.

China Modern Dairy Holdings Ltd. (Stock Code: 1117)
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(1)  Offshore Holdco is an investment holding company to be established under the laws of Cayman Islands or the
laws of the British Virgin Islands which will hold, via its wholly-owned subsidiary, HK Midco, which is a
holding company to be established in Hong Kong, the corresponding equity interests in Fuyuan held by Inner
Mongolia Mengniu.

(2) We entered into a sale and purchase agreement to purchase the 100% equity interests in Fuyuan on 22 March
2021. Subject to conditions precedent and regulatory approvals, such acquisition is expected to be completed
in the fourth quarter of 2021. For more details, please see “Business — Recent Development — Acquisition of
Fuyuan” in this Offering Circular.
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3

4)
(5)

We entered into a sale and purchase agreement to acquire 100% equity interests in Zhongyuan on 8 April
2021. Subject to conditions precedent and regulatory approvals, such acquisition is expected to be completed
in the third quarter of 2021. For more details, please see “Business — Recent Development — Acquisition of
Zhongyuan” in this Offering Circular.

Such subsidiaries being offshore subsidiaries.
For further information, please refer to the list of our subsidiaries as set out in note 43 of the notes to our

2020 Consolidated Financial Statements, the text of which is set out in pages F149-F154 of the Offering
Circular.
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SUBSTANTIAL SHAREHOLDERS

Save as disclosed below, as at 11 May 2021, the Directors and the chief executive of the
Company were not aware of any other shareholders interested in 5% or more of the interests
and short positions in the Shares and underlying Shares or any person (other than a Director or
chief executive of the Company) which would fall to be disclosed to the Company pursuant to
Divisions 2 and 3 of Part XV of the Securities and Futures Ordinance of Laws of Hong Kong
(the “SFO”) or as otherwise recorded in the register required to be kept by the Company under

section 336 of the SFO or required to be disclosed under the Takeovers Code:

Approximate
percentage of
shareholding
Name Capacity/Nature of Interest Number of Shares interests
China Mengniu Dairy Company ~ Beneficial owner 1,246,079,369 (L) " 17.53%
Limited . . .. ......... Interest in controlled 2,407,866,412 (L) ? 33.87%
corporation (through Future
Discovery Limited)
Central Huijin Investment Ltd. . .  Interest in controlled 543,553,596 (L) 7.65%
corporation (through BOCI 542,053,596 (S) 7.63%
Financial Products Limited
Interest in controlled 1,500,000 (L) 0.02%
corporation (through Nam
Tung (Macao) Investment
Limited)
Bank of China Limited . . . . .. Interest in controlled 542,053,596 (L) 7.63%
corporation (through BOCI 542,053,596 (S) 7.63%
Financial Products Limited)
Interest in controlled 1,500,000 (L) 0.02%
corporation (through Nam
Tung (Macao) Investment
Limited)
BOC International Holdings Interest in controlled 542,053,596 (L) 7.63%
Limited . . ... ........ corporation (through BOCI 542,053,596 (S) 7.63%
Financial Products Limited)
BOCI Financial Products Beneficial interest 542,053,596 (L) 7.63%
Limited . . .. ... ...... 542,053,596 (S) 7.63%
New Hope Dairy Co., Ltd. . . . . Interest in controlled 635,345,763 (L) 8.94%
corporation (through GGG
Holdings Limited)
New Century Ltd. . . .. ... .. Interest in controlled 635,345,763 (L) 8.94%
corporation (through GGG
Holdings Limited)
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Approximate
percentage of

shareholding
Name Capacity/Nature of Interest Number of Shares interests
LiuChang . . . .......... Interest in controlled 635,345,763 (L) 8.94%
corporation (through GGG
Holdings Limited)
Notes:
1. 613,877,227 Shares have been lent to BOCI Financial Products pursuant to a securities lending agreement

dated 17 June 2020 entered into between Mengniu as lender and BOCI Financial Products as borrower. As of
11 May 2021, the number of Shares that had been lent to BOCI Financial Products has decreased to
542,053,596.

2. Future Discovery is a subsidiary of Mengniu.

3. Based on 7,108,565,947 Shares in issue as of 11 May 2021.

4. (S) denotes a short position.

5. (L) denotes a long position.
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BUSINESS
OVERVIEW

We are one of the leading dairy farming companies in terms of herd size and a leading raw
milk producer in China and globally. We are committed to the upstream dairy farming
business, and is devoted to producing high quality raw milk products for consumers whilst also
engaged in profit sharing initiatives by the associated company established for the business of
our self-branded liquid milk products with Mengniu. As of 31 December 2020, we operated 26
dairy farms in China with dairy cows of over 247,000 heads and annual milk yield of
approximately 1.49 million tons.

We are listed on the Main Board of the Hong Kong Stock Exchange since November 2010
(Stock Code: 1117). As at 31 December 2020, our market capitalisation was HK$12,012.9
million.

We are relentlessly focused on food safety, product quality, as well as operating efficiency. We
have continued to lead in driving modernisation of the overall dairy through, employment of
modern farming, development of large-scale farms, use of technologies and improving
genetics, amongst others. Every procedure in the production of raw milk e.g. milking,
refrigeration and transportation was completed with monitoring measures and the strictest
standard was adopted to guarantee the quality of raw milk.

We initiated the production model of “Zero-distance Integration of Forage Grass Planting,
Cows Breeding and Milk Processing within Two Hours”, which is the first enterprise at present
in the PRC that applies integrated production model with SGS certification. We are the first
company in China that passed the “Quality Milk Project” for both its pasteurised milk and
UHT milk. Our products have been awarded the Gold Prize of Monde Selection which is
generally regarded as the “Nobel Prize” in the food industry, for the past eight consecutive
years and our pure milk was also awarded the gold prize for the eighth time in consecutive
years in the Monde Selection 2021 in year 2021. The brand “BlfCH " (Modern Dairy) has
been shortlisted as the “Strategic Partner of China’s Aerospace Industry”.

We have established comprehensive strategic partnership with Mengniu, our controlling
shareholder and major customer. The strategic partnership with Mengniu brings numerous
benefits to us, including guaranteed raw milk sale via Off-Take Agreement, and sharing of
internal resources strengthens our synergies with Mengniu in terms of sales, cost control (via
the enhancement of market confidence and our bargaining power with third party feed
suppliers) and resources utilisation (by Mengniu sharing and exchanging experience in aspects
such as personnel training, information empowerment and smart farm management). To date,
as the largest raw milk supplier to Mengniu, we have been assisting Mengniu to consolidate its
raw milk supply platforms and our contribution to Mengniu’s raw milk supply is expected to
further increase post acquisition of Fuyuan and Zhongyuan. Currently, approximately 25% of
Mengniu daily raw milk intake is supplied by us.

58



We have been expanding our herd size and production in a stable manner to attain sustainable
business growth and creating a vertically integrated upstream dairy farming enterprise by
integrating the upstream and downstream business, thereby building a full chain of raw milk
production from forage cultivation, dairy farming, feed processing to sales. In March 2021, we
entered into an agreement to acquire Fuyuan, the principal business of which are forage
cultivation, dairy farming, feed processing and sales in the PRC. We also entered into an
agreement in April 2021 to acquire Zhongyuan, which is principally engaged in cow breeding,
farms management and operation, milk production and sale in the PRC. Subject to conditions
precedent and regulatory approvals, acquisition of Fuyuan is expected to be completed in the
fourth quarter of 2021 and acquisition of Zhongyuan is expected to be completed in the third
quarter of 2021. We believe the strategic acquisitions of Fuyuan and Zhongyuan would enable
our Group to integrate the upstream and downstream business to achieve synergies which in
turn is expected to increase our overall competitiveness, lower the operating costs and benefit
the financial performance our Group.

KEY BUSINESS MILESTONES

Year Event

2005. ... Leading Farming was incorporated and commenced
business

2006. . .. Our first dairy farm in Ma’anshan, Anhui Province,

commenced operation

2008. ... Entered into a 10-year Off-Take Agreement with
Mengniu

2010. ..o oo Listed on the main board of the Hong Kong Stock
Exchange

2013, .. Mengniu became the single largest shareholder of the
Company

2018. . ..o Extended the Off-Take Agreement with Mengniu for

another 10 years
2019. ..o oo New Hope Dairy became the second largest shareholder

2021. ..o Announcement of acquisition of Fuyuan and Zhongyuan
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OUR COMPETITIVE STRENGTHS

A global leader in the dairy farming sector with modernised business model to produce
high-quality raw milk

We are a global leader in the dairy farming sector in terms of herd size and raw milk output in
2020. With scientific management and nationwide dairy farm network that spans across seven
provinces in China, we produce a variety of high-quality raw milk products that cater to
increasing demands of scaled downstream dairy manufacturers with national presence driven
by dairy consumption upgrades in China. In addition, our significant scale and market leading
position enable us to purchase cows, equipment and feed at competitive prices from our
suppliers. As at 31 December 2020, the Group operated a total of 26 dairy farms across 7
provinces with contracted forage planting land amounting to 1.07 million mu and 247,371
dairy cows.

The scale and location of dairy farms and feed mills are critical to raw milk production and
feed production. As one of the earliest companies operating large-scale dairy farms in China,
we have leveraged our first-mover advantage to consistently secure expansive farmland
suitable for dairy farming and feed production, including the construction of new large-scale
dairy farms and feed mills as well as the expansion of existing dairy farms and feed mills.

Our farms are equipped with comprehensive facilities and the latest breeding, feeding and herd
management technologies, and we have accumulated extensive experience in operating
large-scale modernised free-stall dairy farms in China. Our business model and management
experience enable us to operate large-scale farms efficiently, ensuring that comprehensive,
modern and scientific practices are applied consistently throughout and high-quality standards
are maintained at each of our farms, regardless of location.

We pioneered to employ scientific dairy farm management principles and established a highly
scalable and replicable industry-leading management process to enhance our operational
efficiency and product quality. We use advanced data analysis system to automatically record
and analyze raw milk production to shorten the whole processing to within 2 hours. We also
ensure transparent supervision of raw milk transportation from our dairy farms to the factories
through 24-hour online monitoring, intelligent early warning at key points during
transportation.

We are among the first companies in China to adopt a large-scale modernised free-stall dairy
farming business model. We believe the key elements of our modernised business model are 1)
standardised operating procedures; 2) centralised management functions; 3) automated
information systems; 4) uniform farm designs and layouts; and 5) large-scale operations with
high replicability.
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We adopt a stringent selection process in choosing our feed suppliers. We investigate the
market to identify suitable suppliers and the candidates are required to submit samples to us.
After testing and examination of the samples and evaluation of the candidates, we enter into
agreements with our selected suppliers. Upon each delivery, we conduct various sample tests
and examinations before the feed is stored in our warehouses and we conduct another round of
sample testing before we feed our cows and heifers. In addition, our farms are strategically
located close to milk processing plants, and we generally supply raw milk directly to milk
processors shortly after the raw milk is produced, thus shortening the transportation process
and reducing the risk of contamination and product tampering before it reaches milk
processors.

We will continue to adhere to the fundamental principles of safe and quality production,
provide each of its dairy cows with the best living environment, utilise the most natural
scientific breeding methods and feeding techniques to allow our dairy cows to produce the
highest quality pasture milk, and give back to consumers. We also implement stringent and
standardised disease control practices and risk management policies throughout all of our
farms in order to minimise the incidence of disease and sickness. We aim to identify sickness
at the earliest possible opportunity to prevent it from spreading among our milking cows and
affecting our overall milk production and yield. Such controls include strict disinfection
procedures with respect to feeding and living areas as well as daily inspections of a sample of
our herd. We also vaccinate different groups of calves, heifers and milkable cows according to
the different stages of their growth.

As a nationwide dairy farm operator, the Group is endowed with unique geographical
advantages that most of our farms are located in regions with fine climate and ample supply of
feed. We also locate our dairy farms in economically vibrant regions and in the proximity of
processing plants of dairy products, to accommodate our downstream customers’ demands. As
a result, we are able to pioneer the world’s first model of “Zero-distance Integration of Forage
Grass Planting, Cows Breeding and Milk Processing within Two Hours”, the shortening of the
processing time of the raw milk not only enables us to meet our downstream clients’ raw milk
needs in a timely manner but it also increases the quality of the milk by retaining more active
substances in the raw milk.

We believe that we are well-positioned to effectively address the quality and safety concerns
of our raw milk customers in China. We believe our comprehensive, modern and scientific
operating procedures and centralised monitoring and quality control systems can minimise the
risk of contamination of our raw milk. Since the commencement of our business, there has
been no melamine in the raw milk we have produced. We follow international best practices
and exercise full control at every step of our production process, including feeding, milking,
storage and transportation.

We ensure the quality management and control were scientifically controllable and adhered to
the principle of high starting point, high positioning and high standard, keeping consumers to
be informed with quantitative data of milk. Every procedure in the production of raw milk e.g.
milking, refrigeration and transportation was completed with monitoring measures and the
strictest standard in the world adopted, the quality of raw milk was therefore guaranteed.
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Our comprehensive, modern and scientific practices and dairy farming expertise enable us to
consistently produce high-quality and safe raw milk with higher cost efficiency. Raw milk
quality is determined by various factors, which include microbe and somatic cell count. The
standard of Modern Dairy is more stringent than those of the PRC and European Union as
evidenced in the table below. The standard of the number of somatic cell per 1 milliliter (ml)
of raw milk is no more than 600 thousand cells according to the PRC relevant guidelines, 400
thousand cells per 1 ml in the European Union, and less than 150 thousand cells per 1 ml in
Modern Dairy. With respect to the number of microorganism, the standard of the European
Union is no more than 100 thousand colony-forming unit (cfu) per 1 ml of raw milk, and that
of the PRC is no more than 2 million cfu per 1 ml, and that of Modern Dairy is less than 10
thousand cfu per 1 ml of raw milk. We believe that our raw milk are far exceeding the industry
standards with better quality. Historically, our raw milk protein content achieved 3.4% versus
industry standard of 2.8% and our raw milk fat content achieved 3.8% versus industry standard
of 3.1%. We aim to continue to produce high quality raw milk using such protein and fat
content historically achieved as goals.

Standard of the Number of Somatic Cell Standard of the Number of Microorganism
No. of soma/1 ml cfu/1 ml
BAREE =T BIR KR M1Z T
600,000 2,000,000
500,000 500,000
400,000 400,000
300,000 300,000
200,000 200,000
100,000 l 100,000 .
O O I
BAmE ®B®A T BAHE B®A T
Modern European China Modern European China
Dairy Union Dairy Union

With our superior scientific dairy farm management principles and industry-leading
management process, we have been able to increase our average milk yield per milkable cow
which continuously increased and reached 10.1 tons, 10.6 tons and 11.1 tons (annualised
average milk yield per milkable cow) in 2018, 2019 and 2020. Our raw milk price was
RMB3.85 per kg, RMB4.04 per kg and RMB4.13 per kg in 2018, 2019 and 2020.
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Well-positioned to seize the development opportunities and to capture the growth
momentum of the PRC dairy industry

The Chinese government has continued to support and foster the development and
optimisation of local dairy industry by introducing a number of policies to strengthen dairy
industry support. Thanks to abundant resources, advanced technologies and standardised
management procedures, we are able to produce large quantities of safe and high-quality raw
milk in an economical manner, thereby taking more production share in raw milk domestically.
As a result, medium-and small-scaled farms have been phasing out the market and the herd
size has been shrinking since 2015 due to the strict environmental regulations. In addition, the
PRC government also introduced supportive regulations and policies, such as the Outlines of
the Restructuring and Revitalization Plan for the Dairy Industry (%% % A1 9 SRR &1 46 22 ),
which encourage the development of large-scale dairy farms. With the withdrawal of small and
medium sized dairy farms from the market, large-scale farms have become a main source of
raw milk production in the PRC. The industry entry barriers of large-scale farming are high,
and we are well-positioned to seize the development opportunities of the PRC dairy industry,
the advantages of scale and being an industry leader. Other policy guidelines, such as the
Opinions on Promoting the Revitalization of the Dairy Industry and Ensuring the Quality and
Safety of Dairy Products (BB B 2> BEBH /A #4E 1 S PR B AR Fe 2L it Bl B 2 2 10 3 )
stipulates raw milk self-sufficiency target of 70% by 2020, and (Opinions of the Central
Committee of the Communist Party of China and the State Council on Comprehensively
Promoting Rural Revitalization and Accelerating Agricultural and Rural Modernization
(Central Document No.1) (FF 3t g ~ BB B BE A 4 T A6 400 4 B i b 2 2 22 i BAR AL 1)
B (R e — 383 F)) that further promoted dairy industry and scaled farming in the PRC.

Driven by increasing urbanisation and consumption upgrades, the dairy market in China has
witnessed increasing consumer demand, especially for premium and specialty dairy products,
and has realised significant growth in recent years. The rapid growth and consumption
structural adjustments in the downstream dairy market have propelled the development of
China’s upstream dairy market, leading to a growing demand for high-quality raw milk and
effective feeding and breeding solutions. As a leader in the upstream dairy value chain in
China, we are well-positioned to capture the significant opportunities driven by the
development of China’s dairy industry. The consumption of raw milk in the PRC has already
reached 50.8 million tons.

On the supply side, raw milk production volume in China remained relatively stable during
2014 to 2019. China’s raw milk supply dropped from 31.8 million tons in 2015 to 30.4 million
tons in 2017. The decrease was primarily attributable to the decline in the total number of
dairy cows due to the exit of a large number of small-scale dairy farms in light of the drop in
raw milk price in 2014. On the back of growing demand, the supply demand gap in raw milk
remains significant and raw milk price has continued to trend upward. In 2018, average raw
milk price in the PRC was RMB3.46 per kg, as compared to RMB4.26 per kg from January to
May 2021.
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Consistent growth through a long standing strategic and mutually beneficial partnership
with Mengniu

We have established long-term and stable strategic partnership with Mengniu, the leading
dairy manufacturer in China and we have been the largest raw milk supplier of Mengniu
pursuant to the Off-Take Agreement we signed with Mengniu since 2008. The Off-Take
Agreement had been extended in 2018 for another 10 years to 2028.

We believe that our partnership with Mengniu is strategically important to us and its also
mutually beneficial to Mengniu. Such strategic partnership secures us a high-quality customer
with long-term demand or raw milk guaranteeing our sales volume as well as cashflow.
Pursuant to the Off-Take Agreement, Mengniu is required to procure 70% of our raw milk
produced from us at a negotiated price. Mengniu procured 85% of our raw milk on average
from 2018 to 2020, well exceeding the minimum level of 70%. Currently, our raw milk
accounts for approximately 25% of Mengniu's daily raw milk intake.

In addition to guaranteeing raw milk sales, the strategic partnership with Mengniu is also
beneficial to us in other operating areas, including procurement, financing, quality control and
downstream branded products. On procurement, we leverage Mengniu’s procurement platform
and its relationship with COFCO, enabling us to procure at lower cost and improve cost
efficiency. On financing, Mengniu has continued to provide us with financing support,
including RMBI1 billion entrusted loan and RMB300 million revolving credit facility.
Additionally, we received support from Mengniu in the form of comfort letter when we
negotiated with banks on USD loan financing amounting to USD 500 million. This has allowed
us to obtain more favourable terms with banks. As Mengniu’s key raw milk supplier, we have
been working closely with Mengniu to unify quality control standards. Duplicative quality
control procedures have been removed, further improving operating efficiency. We explored
leveraging our high quality raw milk to expand into downstream and premium branded milk
segment, however, it was unprofitable due to lack of scale. As such, we decided to sell 50%
equity interest and operating rights of our branded milk business to Mengniu. Our strategic
relationship with Mengniu allowed us to leverage Mengniu’s operating capabilities, including
sales and distribution, manufacturing that are located in close proximity to our farms, and
other operating expertise to further grow our branded milk products while maintaining a
sizeable equity interest in the business.

As a leader in dairy farming sector, one of our focuses on operation strategy is to increase the
herd size, thereby increasing the yields and attaining a steady growth in output. We are the
most important raw milk supplier to Mengniu and have been leading Mengniu’s consolidation
efforts in raw milk supply. Through the Fuyuan Acquisition and the Zhongyuan Acquisition,
we are able to increase the herd size, thereby increasing the yields and attaining a steady
growth in output.

Fuyuan and its subsidiaries are principally engaged in forage cultivation, dairy farming and
feed processing and sales in the PRC. Fuyuan currently operates a total of 15 dairy farms with
approximately 60,000 dairy cows in China. For year 2020, total milk production of Fuyuan
was approximately 393,000 tons. Fuyuan recorded a revenue of RMB2,180 million in 2020.
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Zhongyuan and its subsidiaries are principally engaged in cow breeding, farms management
and operation, milk production and sale in the PRC. Zhongyuan currently operates a modern
ecological farm located with more than 17,000 dairy cows in China. For year 2020, total milk
production of Zhongyuan was approximately 125,000 tons. Zhongyuan recorded a revenue of
RMB776 million in 2020.

The Fuyuan Acquisition and Zhongyuan Acquisition will help upgrade and increase the scale
of our upstream dairy farming business. Meanwhile, applying our integrated production model
with SGS certification and digitalised farm management system to the acquired 16 dairy farms
of Fuyuan and Zhongyuan will further guarantee the quality of raw milk. Following the
Fuyuan Acquisition and Zhongyuan Acquisition, the number of dairy farms owned by us will
be increased from 26 to 42, farm network covering up to 9 provinces and autonomous regions
in China, the dairy cows owned by us will be increased from approximately 247,000 to
approximately 325,000, which could further strengthen its position in the dairy farming
industry in China and enhance the Group’s competitiveness in terms of quality and pricing of
the raw milk.

By acquiring more farms and expanding the geographical scope of supply in the PRC, the
Fuyuan Acquisition and Zhongyuan Acquisition also render the logistics for delivery of raw
milk more efficient and provides us with greater flexibility in allocating dairy farm resources
to cater the needs for raw milk of the downstream customers.

The Fuyuan Acquisition and Zhongyuan Acquisition will enable us to build on and strengthen
its operation through expansion into and entering into the feeds supply industry. Fuyuan
started supplying feedstuffs to us in 2017 under a framework supply agreement which was
renewed in December 2019. Stable feed supply and steady growth in feed size is essential to
our production of high quality raw milk. Additionally, we expect to benefit from economies of
scale and our enlarged scale is expected to increase our bargaining power with our suppliers.

Upon completion of the Fuyuan Acquisition and Zhongyuan Acquisition, the completion of
which are subject to conditions precedent, would have further enable vertical and horizontal
integrations, with their operations spanning components of the value chain and geographic
locations important to the long term development of our Company.

Strong track record in delivering operating efficiency improvement

We believe our prudent expansion strategy has allowed us to deliver steady improvement in
operating efficiency and profitability. From 2018 to 2020, our total herd size has increased
from 231,530 to 247,371 as of period ending 31 December. While we continue to expand herd
size steadily, we continue to maintain a relatively high ratio of milkable cows to total herd size
to maintain stable cash flow. The ratio of our milkable cow to total herd size as of 31
December 2020 is 55%, in line with historical averages. Through our continuous efforts in
optimising our feed mix, investment into breeding and feeding technique to further improve
genetic mix, as well as investment into their dairy cows’ living environment, we have
successfully increased milk yield consecutively for 10 years. For the period ending 31
December 2010, average annualised unit yield of each milkable cow was 7.3 tons and the
metric improved to 11.1 tons by 31 December 2020. The successful execution of our cost
reduction plan and investments as outlined above have also led to a significant drop in cash
cost per kg of raw milk from RMB3.30 per kg in 2013 to RMB2.29 in 2020.
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Our continuous increase in milk yield coupled with decrease in production costs, this has
translated to a record high of profitability per milkable cow. In 2020, annual cash gross profit
per lactating cow was RMB20,500, even higher than 2014 when raw milk price in China
reached all-time high.

Eco-friendly production supports sustainable development

As a leader in China’s dairy farming market, we are committed to taking social responsibilities
in promoting environmental conservation and achieving sustainable development, which we
take actions to integrate into our business in all aspects. In order to cater to all-round demands
from stakeholders including shareholders, investors, creditors, cooperation partners,
employees and communities, we strive to carry out ESG Policies to accelerate sound growth of
all business segments.

Based on resource recycling, the Group has built a green recycling industrial chain of “forage
planting — cow breeding — fertiliser treatment — biogas power generation — fertiliser back to the
field”. Each farm is equipped with large-scale biogas power generation facilities and
comprehensive utilisation facilities for biogas fertiliser, which absorbs, digests and
indiscriminately treats the manure. For sustainable development, the Group will continue to
implement high-standard environmental protection policies and implements rigorous epidemic
prevention measures in our farms.

Additionally, as the largest raw milk suppler to Mengniu, our ESG goals are also aligned with
Mengniu’s. We persistently improved our energy and resource-saving management system
with resources consumption control guidelines formulated to enhance our energy-saving and
emission reduction efforts, while constantly upgrading our production equipment,
standardizing the operation process of equipment and facilities, with the aim of reducing the
consumption of water, electricity, coal, diesel and other resources. In 2020, through measures
as optimisation and upgrading of equipment, we achieved remarkable resource-saving and
energy consumption effectiveness. In 2020, 112.76 million cubic meters biogas had been used
in power generation and biogas boilers for heating coils in the fermentation tank, heating the
milking parlor and milk processing. We produced a total of 5,690,600 cubic meters of manure
fertiliser and 1,929,000 tons of solid manure.

Diversified funding channels with strong track record in deleveraging

We consider cash flow management top priority in managing our operations. We have
implemented various policy to strengthen cash flow profile and reduce debt. Our total interest
bearing borrowing dropped from RMB7,148 million as of 31 December 2018, to RMB6,590
million as of 31 December 2019, and to RMB5,642 million as of 31 December 2020. Our net
borrowing dropped from RMB6,384 million as of 31 December 2018, to RMB5,549 million as
of 31 December 2019, and to RMB4,291 million as of 31 December 2020. Our cash balance
increased from RMB764 million as of 31 December 2018, to RMB1,041 million as of 31
December 2019, and to RMB1,352 million as of 31 December 2020. Our interest expense
incurred from interest bearing borrowing decreased from RMB335 million for the 12 months
ending 31 December 2018, to RMB327 million for the 12 months ending 31 December 2019,
and RMB266 million for the 12 months ending 31 December 2020. Our total interest bearing
borrowing to total capitalisation ratio (defined as total interest bearing borrowing and total
equity) dropped from 52.2% as of 31 December 2018, to 47.8% as of 31 December 2019, and
41.2% as of 31 December 2020.
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Through listing of our shares on the Hong Kong Stock Exchange since 2010, we have
successfully penetrated the equity capital market. We also have long-standing relationships
with major PRC and international financial institutions. As at 31 December 2020, our available
and unutilised credit facilities were approximately RMB4.6 billion. Including a credit facility
of RMB1.3 billion from Inner Mongolia Mengniu which is currently unutilised and the rest of
the RMB3.3 billion credit facilities from licensed banks. We believe our multiple financing
channels will provide us with flexibility to fund our operations and enhance our liquidity
position.

Experienced management team and sound corporate governance

We have a highly experienced management team that has led us to become the largest dairy
farming company in terms of herd size and raw milk output in China since our establishment
in 2005. Our management team comprises former members of Mengniu’s management and
dairy farming experts. Mr. Sun Yugang, our executive director and acting chief executive
officer, has extensive experience in financial management and corporate development and was
a manager of the finance and investment department of Inner Mongolia Mengniu Milk Industry
(Group) Co., Ltd. prior to joining our Group. Mr. Zhu Xiaohui, our non-executive director, has
over 29 years of experience in corporate management, in particular the management of
large-scale enterprises and has extensive experience in the dairy farming industry. Our chief
financial officer, Mr. Su Jiangong, has extensive experience in the areas of financial
management and accounting work and before joining our Group, he served in Inner Mongolia
Mengniu Dairy (Group) Company Limited as the head of performance appraisal and financial
accounting department. Mengniu’s senior executives including Mr. Lu Minfang, our chairman,
who is also Chief Executive Officer of Mengniu, and Mr. Zhang Ping, who is also Chief
Financial Officer of Mengniu, sit on our Board as non-Executive Directors.

We also have highly experienced personnel who bring their knowledge and expertise to our
farm operations on the ground. Our nutrition head office comprises members with extensive
experience in the field of animal nutrition. Our operating team also comprises members with
extensive working experience at large-scale dairy farms. We believe our management team
possesses the leadership, vision and in-depth industry knowledge required to anticipate and
take advantage of market opportunities, as well as to formulate effective business strategies to
create value for our shareholders.

Our management team further benefits from the experience and know-how of an extensive
network of leading domestic and international dairy experts, who have entered into long-term
consulting arrangements with us. Pursuant to our arrangements, our expert consultants make
regular visits to our farms, evaluate the performance of our operations, offer recommendations
to our management, and provide training for our managers and employees in areas such as
breeding technologies, feed management, and disease control and prevention.
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OUR BUSINESS STRATEGIES

We seek to become the leader in the dairy farming sector in the world with the mission to
“create the world’s most advanced farms, produce the highest quality milk, and achieve
harmonious development of people and nature world” through implementation of the
following strategies going forward:

. continuously strengthening the strategic co-operation with Mengniu through strategically
and steadily expanding our herd size to maintain market leadership, continuous
collaboration in high-end segment and joint procurement efforts together with Mengniu
and COFCO.

. focus on integrating the management and operation of the recently acquired companies
into the Group’s operation to promote synergies, including in employees and dairy farm
management.

o focus on improving milk yield through breed, feed formula and cow welfare
improvement.

. focus on boosting operation efficiency through scientific management practices,
production yield and energy-efficient eco-farming.

. explore new revenue streams, including sale of cows and entry into feed supply market.
RECENT DEVELOPMENT
Acquisition of Fuyuan

On 22 March 2021, we as purchaser entered into a sale and purchase agreement (“Fuyuan
Acquisition Agreement”) with, among others, certain sellers (the “Sellers”) and Fuyuan to
acquire the entire equity interests in Fuyuan (both direct and indirect and excluding its entire
interests in Burra Group) at an initial consideration of RMB3.48 billion (subject to adjustment
pursuant to the terms and conditions of the Fuyuan Acquisition Agreement), of which
approximately 56.65% of the consideration will be satisfied in cash (to be funded by a
combination of internal resources of our Group and external financing) and 43.35% will be
satisfied by allotment and issue of 807,096,101 of our shares to a holding vehicle controlled
by Mengniu at the issue price of HK$2.24 per share on completion. As at the date of this
Offering Circular, Fuyuan is indirectly held as to approximately 43.35% by Mengniu through
Inner Mongolia Mengniu as its single largest shareholder.

Subject to conditions precedent, including the Burra Group Disposition, regulatory approvals,
and the shareholders’ approval of our independent shareholders (which has been satisfied as at
the date of this Offering Circular) the Fuyuan Acquisition is expected to be completed in the
fourth quarter of 2021. Upon completion of the Fuyuan Acquisition, Fuyuan will be ultimately
controlled by us and its financial results will be consolidated into the financial statements of
our Group.
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Acquisition of Zhongyuan

On 8 April 2021, Modern Farming, our non-wholly owned subsidiary, as purchaser entered
into a sale and purchase agreement (“Zhongyuan Acquisition Agreement”) with, among
others, Asia Dairy Fab Ltd.* (H'1# 2 & BRI 5 A R/ F]) as seller to acquire the entire
equity interest in Zhongyuan. Pursuant to the Zhongyuan Acquisition Agreement, the seller
has conditionally agreed to sell and the purchaser has agreed to acquire 100% equity interests
in Zhongyuan at a consideration of no more than RMB&815.2 million (subject to adjustment
pursuant to the terms and conditions of the Zhongyuan Acquisition Agreement), which shall be
satisfied by cash funded by a combination of internal resources of our Group and external
financing. Upon completion of the acquisition, Zhongyuan will become a non-wholly owned
subsidiary of us and its financial results will be consolidated into the financial statements of
our Group.

Changes of directors and composition of board committees
The below resignations and appointment took effect on 1 July 2021:

(i) Ms. GAO Lina resigned as an executive Director and ceased to be the chairman of the
strategy and development committee of the Board; (ii) Mr. WOLHARDT Julian Juul resigned
as an independent non-executive Director and ceased to be a member of each of the audit
committee, the nomination committee and the remuneration committee of the Board; (iii) Mr.
ZHAO lJiejun, a non-executive Director, was appointed as the chairman of the strategy and
development committee; (iv) Mr. SUN Yugang, an executive Director, was appointed as a
member of the strategy and development committee; (v) Mr. ZHU Xiaohui was appointed as a
non-executive Director; and (vi) Mr. CHOW Ming Sang was appointed as an independent
non-executive Director and a member of each of the audit committee, the nomination
committee and the remuneration committee of the Board.

Changes of authorised representative

With effect from 1 July 2021, (1) Ms. GAO Lina ceased to be an authorised representative of
the Company; and (2) Mr. SUN Yugang, an executive Director, was appointed as an authorised
representative of the Company.

Changes of executive functions
With effect from 1 July 2021, (i) Ms. GAO Lina ceased to be the chief executive officer and
vice chairman of the Company; (ii) Mr. ZHAO Jiejun, a non-executive Director, was appointed

as the vice chairman of the Company; and (iii) Mr. SUN Yugang, an executive Director, was
appointed as the acting chief executive officer of the Company.
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OUR BUSINESS MODEL
Raw Milk Business

We mainly engaged in the dairy farming (primarily the production and sales of raw milk to
clients for processing into dairy products) and also profit sharing initiatives by the associated
company established for the business of our self-branded liquid milk products with Mengniu.
We have all along focused on the upstream dairy farming business, and are devoted to
producing high quality raw milk products for consumers. The table below sets forth our
revenue generated from sales, cost of sales and tons sold of raw milk for the periods indicated:

For the year ended 31 December

2018 2019 2020
Cost of Cost of Cost of
sales before sales before sales before
raw milk raw milk raw milk
fair value Sales fair value Sales fair value Sales
Revenue  adjustments  Volume Revenue  adjustments  Volume Revenue  adjustments  Volume
(RMB *000) (RMB *000) (tons) (RMB ’000) (RMB *000) (tons) (RMB ’000) (RMB *000) (tons)
RawMilk . . .. .. 4,832,729 3,312,151 1,251,332 5,514,210 3,412,330 1,365,739 6,020,247 3,561,559 1,456,962

The key components of our business model are as set out below:
Establishing free-stall farm

As at 31 December 2020, our Group operated a total of 26 dairy farms with 247,371 dairy
cows in China.

Feeding

We place great emphasis on our feed management as milk quality is highly dependent on the
quality and nutritional content of the feed mixture. We design and prepare different feed
mixture formulas at each farm in different quantities for dairy cows at different stages of the
life cycle in order to provide a balanced diet containing suitable nutrients. We follow
guidelines and rules which were formulated over time and utilise software to optimise feed
ingredients to maintain high standards.

Breeding

We use semen from high-quality Holstein bulls to improve the genes of future generations and
to further increase milk yield. Once female calves are born, we raise them for approximately
14 months until they reach a suitable age for insemination. After the dairy cows have given
birth, they undergo a resting period of approximately 60 days before being artificially
inseminated again.
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Culling

We have adopted culling as part of our herd management practices to maintain the high milk
quality and milk yield of our herd. After the calves are born, they are examined by our
breeding and veterinary specialists. Unfit calves or calves which do not meet our requirements
are culled and either handled according to our disease control protocols or sold. We generally
raise our high-quality young female calves as replacements for our mature milkable cows. Our
veterinary and breeding specialists monitor the health conditions of our dairy cows and the
quality of raw milk produced by milkable cows from time to time. The mature milkable cows
will be culled and sold when they get older. Our culling program complements our controlled
breeding efforts to continuously enhance the genetic quality, reproductive fitness, and
production yields of our cow herd over time.

Milking

We carry out the extraction of raw milk in an automated and sanitary environment to ensure
milk quality and safety. Our raw milk is cooled immediately after it is milked from dairy cows
and flows through a series of pipes to our central milk tank, which is temperature controlled
and kept at 4 degrees Celsius, before being pumped into thermo-insulated milk trucks for
delivery to our customers.

Delivery

All of our farms are strategically located within close proximity to downstream processors,
which enables us to capture local market demand and deliver our raw milk in a timely manner.
We deliver our cooled raw milk directly to our customer using thermo-insulated milk trucks on
a daily basis.

Waste management

Each of our farms produces approximately 700 tons of cow waste per day on average, all of
which are collected and processed through our centralised power generation system at each
farm to convert into biogas, which is in turn used to generate electricity. We then recycle the
remaining waste through our recycling systems for conversion into fertilisers. The fertilisers
we produce are primarily used either on our own feed planting fields or provided to local
farmers who supply feed to us, mostly free of charge. This enables us not only to achieve a
higher quality of our feed but also to reduce our costs of operation. Each of our farms is
equipped with cow waste treatment facilities, which are sufficient to process all the cow waste
produced at each farm. The fertilisers are predominately delivered to local farmers by us,
although some of our farms also engage third party logistics providers for the delivery of
fertilisers.
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Downstream associate factories partnership with Mengniu

Benefiting from the reform in marketing models, the branded milk business through the
operation of downstream associate factories with Mengniu continued to record profits.
Leveraging on Mengniu’s mature market strategy and channel advantages, the “Modern
Farming” branded milk was relaunched on the market with the positioning of “15 years of
persistence in exclusively producing pasture milk”. Relying on Mengniu’s successful
marketing strategy, rebranding of “Modern Farming”, and adopting differentiated market
strategies, it focuses on the blue ocean market in domestic third-and fourth-tier cities. The
associate factories are expected to keep contributing to the our Group’s financial performance.

Liquid Milk Products

We set out below details of our key self-branded liquid milk products which are sold through
the associated company established with Mengniu:

Key products branded under the brand
name of “Modern Farming” Description

Pure Milk with Gold Award . . . .. The pure milk is awarded gold prize at Monde Selection
for eight consecutive years, produced by self-owned
farms with high-quality milk sources.

High Calcium Milk .......... High in calcium from good dairy farms, Modern Dairy
High Calcium Milk contain 125mg of calcium per
100ml. Vitamin D is specially added to facilitate calcium
absorption. The milk is nutritious, pure and rich in taste.

Walnut Milk .. ........ .. ... Made of finely-selected walnuts and fresh quality raw
milk, the mixed walnut milk leave the consumers a rich
aftertaste.

Skimmed Milk . ............ Zero fat, light with nutrimental value, zero lactose, easy

to absorb. Getting nutrition, being healthy, feeling the
sweetness, and stay fresh.

OUR CUSTOMERS

Our customers mainly include dairy manufacturers and dairy farms. We sell premium raw milk
to large-scale dairy manufacturers in China, including Mengniu Group. The turnover
attributable to our Group’s primary customers, Mengniu Group, accounted for approximately
82.0% of our Group’s total turnover for the year ended 31 December 2020. Our five largest
customers contributed in aggregate 96.8% of our Group’s total turnover for the year ended 31
December 2020.
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OUR RELATIONSHIP WITH MENGNIU

The dairy industry has a long value chain and the required strengths and competence for
upstream and downstream participants are distinct and different — technical excellence in dairy
farming is required for upstream suppliers whereas competence in branding and sales channel
management is required for downstream market players. Mengniu is currently our largest
shareholder, which is a lead dairy product manufacturer in China. As at 11 May 2021,
Mengniu held 51.40% equity interests in the Company. We have established comprehensive
strategic partnership with Mengniu, our controlling shareholder and major customer. The
strategic partnership with Mengniu brings numerous benefits to us, including guaranteed raw
milk sale via Off-Take Agreement, and sharing of internal resources strengthens our synergies
with Mengniu in terms of sales (via the strengthening of the strategic partnership with
Mengniu and the securing of the volume of raw milk purchased by Mengniu from us through
the Off-Take Agreement), cost control (via the enhancement of market confidence and our
bargaining power with third party feed suppliers) and resources utilisation (by Mengniu
sharing and exchanging experience in aspects such as personnel training, information
empowerment and smart farm management). To date, as the largest raw milk supplier to
Mengniu, we have been assisting Mengniu to consolidate its raw milk supply platforms and
our contribution to Mengniu’s raw milk supply is expected to further increase post acquisition
of Fuyuan and Zhongyuan. We are the largest raw milk supplier to Mengniu, and the
contribution is expected to further increase post acquisition of Fuyuan and Zhongyuan.

We entered into the Off-Take Agreement with, a non-wholly owned subsidiary of Mengniu,
Inner Mongolia Mengniu, commencing from 24 October 2008 following arm’s length
negotiations, pursuant to which we supply raw milk to Inner Mongolia Mengniu for a term of
10 years commencing on 24 October 2008 and was automatically extended for another 10
years on 24 October 2018 to 23 October 2028. The Off-Take Agreement also provides us with
the flexibility to sell up to 30% of our raw milk produced daily at each dairy farm to any third
parties except to two of Mengniu’s competitors. Other than the aforesaid, the Off-Take
Agreement contains no other restrictions on Modern Farming’s sales of raw milk to third
parties or development of its own dairy products.

We derived revenues of RMB4,222.1 million, RMB4,702.2 million and RMB4,939.2 million
from sales of raw milk to Mengniu Group in 2018, 2019 and 2020, respectively, accounting for
approximately 89.5%, 85.3% and 82.0%, of our Group’s total revenue of our sales of raw milk
produced during the same periods. We expect that raw milk sales to Mengniu Group will
continue to represent a significant portion of our annual sales of raw milk produced for the
foreseeable future.

The pricing of the raw milk sold to Inner Mongolia Mengniu is determined through a formula
which is calculated with reference to a base price with upward adjustment for meeting certain
quality standards, such as the level of fat and protein content and other upward adjustments if
the Modern Farming’s farms are within an agreed proximity to Mengniu Group’s dairy
processing plants. The base price is based on the price which Mengniu Group at the relevant
time offers to buy raw milk from other mid-to large-scale dairy farms (which can offer raw
milk of comparable quality) or, if there are no such mid-to large-scale dairy farms in such
region, other comparable dairy farms in nearby regions with adjustments (reflecting the prices
in different regions).
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The base price and upward adjustment payable by Mengniu Group under the Off-Take
Agreement shall not be lower than the base price and upward adjustment it pays respectively
to other mid-to-large scale dairy farms in the same region (other than short-term reward
programs offered to milk suppliers that only account for a small portion of Mengniu Group’s
total raw milk purchases). Inner Mongolia Mengniu also grants Modern Farming an option to
sell to Inner Mongolia Mengniu the same amount of raw milk at the same terms and prices
Inner Mongolia Mengniu offers to any third party suppliers.

OUR RELATIONSHIP WITH NEW HOPE

Our strategic shareholder, New Hope, is our second largest shareholder as well as our second
largest customer for the sale of our raw milk. New Hope is a leading regional dairy products
(mainly refrigerated dairy products) supplier. New Hope mainly engages in the R&D,
manufactory, and sales of dairy products and milk beverages. New Hope has built an integrated
urban dairy group with the “Fresh Strategy”, on its core value and based its business in the
Southwestern China and is well developed in East, Central and North of China.

In 2019, New Hope acquired an aggregate of 594,925,763 shares of the Company at a price of
HK$1.3535 (equivalent to approximately RMB1.1920) per share through subscription of
276,228,409 new shares and purchase of 318,697,354 existing shares. The total consideration
of such acquisition was close to US$100 million. Immediately upon the completion of the
above transactions, New Hope acquired a total of 9.28% equity interests in the Company. As at
11 May 2021, New Hope holds 8.94% of equity interests in the Company.

We entered into a long term supply agreement with New Hope in 2019 for a term of 10 years
commencing from 2020 until 2029, pursuant to which we sell approximately 10% of our total
sales volume of raw milk to New Hope.

We derived revenues of RMB629.1 million, from sales of raw milk to New Hope in 2020,
accounting for approximately 10.4%, of our Group’s total revenue from sales of raw milk
produced during the same period. We expect that raw milk sales to New Hope will continue to
represent a significant portion of our annual sales of raw milk produced for the foreseeable
future.

OUR DAIRY FARM

As at 31 December 2020, we operated a total of 26 dairy farms (herd size of each close to or
over 10,000 dairy cows) with contracted forage planting land amounting to 1.07 million mu
and 247,371 dairy cows spreading across seven provinces in mainland China. AMY amounted
to approximately 1.49 million tons. During the year ended 31 December 2020, we recorded
AMY of 11.1 tons per milkable cow. Leveraging on the world’s first model of “integration of
forage planting, cow breeding and milk processing”, we are one of the leading dairy farming
companies in the world in terms of the herd scale. As a nationwide farm, we are endowed with
unique geographical advantages that most of our farms are located in regions with fine climate
and ample supply of feed, in the proximity of processing plants of dairy products.
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INTELLIGENT HERD MANAGEMENT

We adopt the means of lean management in managing herd, values scientific breeding and
precise formula. With the innovation of a comprehensive herd management system, we
overcome the “information isolation” of farms, establishes an efficient information collection
system and improves the system integration of cows from individual, breeding, feeding, health
to milk-producing module. All barns of farms are covered of wireless updated communication,
the information of herd can be inquired and updated anytime and anywhere through the
handset equipment and APP; by using the low frequency scanners which show timely and
accurate reminders of cow breeding process to raise the conception rate to cows, simplify and
improve cow breeding; with pedometers and yield sensors (i.e. low frequency ear tags), which
record and analyze milk yield of cows automatically, to identify and alert diseases among
cows in advance. The comprehensive utilisation of advanced data analysis systems enables us
to achieve scientific decision-making, improves the level of production management, and
achieves sustainable consolidated profitability. Regarding “high standard, high positioning and
high starting point” as the principle, we achieve the objectives of “increase unit production
output, reduce operation cost, optimise herd structure” in herd breeding.

MILK PRODUCTION MANAGEMENT

Our Company initiated the production model of “Zero-distance Integration of Forage Grass
Planting, Cows Breeding and Milk Processing within Two Hours”, which is the first and the
only enterprise at present in the PRC that applies integrated production model with SGS
certification. The farm layout under the model of “integration of forage planning, cow
breeding and milk processing” ensures that transportation costs are minimised within the farm.
The milk production process is as follows:

. Testing — to ensure the quality and safety of raw milk, we discard the first three squeezes
of raw milk from the dairy cows. Our dairy workers also check the health condition of the
dairy cows’ udders at this stage, which includes checking the appearance of udders or if
there are any lumps in the first three squeezes of raw milk. Upon observation of any signs
of mastitis, the dairy cow will be immediately quarantined and checked by our
veterinarian.

. Pre-milking sterilisation — before milking, the udders and teats of dairy cows are sprayed
with sanitizing fluid. We also clean and sterilise the teat cups before milking.

. Cleaning — the udders and teats of dairy cows are wiped dry within 30 seconds after
sterilisation.

. Milking — to commence the milking process, the dairy workers will attach the teat cups,
which are connected directly to a central milk tank, to our dairy cows’ udders promptly

after finishing the above procedures to minimise the risk of infection.

. Cooling — the raw milk produced from dairy cows is immediately cooled to around 4
degrees Celsius.

. Central collection — we pipe all cooled milk directly to our central milk tank after cooling
and the milk is stored at around 4 degrees Celsius.
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. Delivery — we directly pipe the raw milk from our central milk tank to the
thermo-insulated milk trucks and delivery is made to our customer on the same day
milking takes place.

OUR QUALITY CONTROL

Our products have been awarded the Gold Prize of Monde Selection which is generally
regarded as the “Nobel Prize” in the food industry, for the past eight consecutive years. We are
the first and only company in China that passed the “Quality Milk Project” for both its
pasteurised milk and UHT milk. During the year ended 31 December 2020, the pure milk of
our Group was awarded the Gold Prize for the seventh time in consecutive years in the Monde
Selection 2020. Another product of our Group, the high-calcium milk, has won the gold award
for the first time.

Quality Control Overview

o The overall execution of the quality management of us is based on the principle of “Four
Don’ts”: do not cooperate with unqualified client, do not stock unqualified raw feed
materials, do not feed unqualified inventory of raw feed materials, do not release raw
milk from farms that fail inspection.

. For the quality control of raw feed materials, we ensure the source control by inspecting
suppliers on-site and establishing a database of suppliers; ensure feed arrival control by
having a stricter standard of testing than that of the national standard; ensure the process
control by sampling the inventory of raw feed materials and controlling indicators on
daily basis; ensure that the feed in cows’ mouth are of the right mix consistent with the
relevant formula by conducting real-time sampling during the production process with
reference to formula data at close to infrared calibration. For the process control, we
establish a process-oriented quality management system, establishes CCP point on key
production stages, and set process food safety indicators for monitoring, and timely
rectify and track the potential risks discovered. For the delivery quality control, there are
various quality inspections to comprehensively control the quality of raw milk. For the
whole chain quality tracking system, the quality information platform is traced by quick
response code, to achieve the traceability of whole chain quality information from the
raw feed materials arrival and delivery for feeding, milking on the milking parlor to raw
milk delivery. The safe and high quality milk of us is ensured by source control, process
monitoring and terminal control.

Quality Control of Raw Milk

We have always promoted quality management and creative culture, making continuous
breakthroughs in operation, management and farm planning, and has been widely recognised
by the industry.

We ensured the quality management and control were scientifically controllable and adhered
to the principle of high starting point, high positioning and high standard, keeping consumers
to be informed with quantitative data of milk. We produced our own dairy products using our
own raw milk. Every procedure in the production of raw milk e.g. milking, refrigeration and
transportation was completed with monitoring measures and the strictest standard in the world
adopted, the quality of raw milk was therefore guaranteed.
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The standard of us is stringent than those of the PRC and European Union. The standard of the
number of somatic cell per 1 milliliter (ml) of raw milk is no more than 600 thousand cells
according to the PRC relevant guidelines, 400 thousand cells per 1 ml in the European Union,
and less than 150 thousand cells per 1 ml in our raw milk.

With respect to the number of microorganism, the standard of the European Union is no more
than 100 thousand colony-forming unit (cfu) per 1 ml of raw milk, and that of the PRC is no
more than 2 million cfu per 1 ml, and that of ours is less than 10 thousand cfu per 1 ml of raw
milk.

AWARDS AND RECOGNITIONS

Since our establishment, our products have obtained numbers of domestic and international
certifications and awards, including the Gold Prize for the eighth time in consecutive years in
the Monde Selection 2021 which is generally regarded as the “Nobel Prize” in the food

industry.

We set out below the awards of our products obtained in the last decade:

Year Awards and Recognitions

2011, .o oo Since 2011, we have been continuously rated as
“National Key Leading Enterprise for Agricultural
Industrialization”

2014, .. . Second Class Prize of the State Science and Technology

Progress Award

2016. ... . The first and only company in China that passed the
“Quality Milk Work” for both its pasteurised milk and
UHT milk.

2017. .o oo The first and the only enterprise at present in the PRC

that applies “Integration of Panting, Breeding and
Processing” model with Swiss SGS certification.

Granted China Seven-Star Award — “Leading Health
Trend Award”, and Jin Gang Gu “the Most Socially
Responsible Public Company” Award

2019. .. oo oo Modern Dairy has been shortlisted as the “Strategic
Partner of China’s Aerospace Industry”, symbolizing that
our premium quality branded milk is widely recognised
by all sectors of the society.

EMPLOYEES
As at 31 December 2020, we had approximately 4,455 employees in mainland China and Hong

Kong. Total staff costs during the year ended 31 December 2020 (excluding equity settled
share award expense) were approximately RMB585.6 million.
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We value recruiting, training and retaining quality personnel. We recruit qualified employees
from local universities, vocational schools and other technical schools, and we provide these
employees with various pre-employment and on-the-job training. We also offer remuneration
at competitive rates with the aim of retaining quality personnel.

We enter into individual employment contracts with our employees covering matters such as
wages, employee benefits, training programmes, safety and sanitary conditions at the
workplace, confidentiality obligations for commercial secrets and grounds for termination.

REGULATORY COMPLIANCE

We have obtained all relevant and valid approvals, permits, licences and certificates for our
operations and have complied in all material respects with the laws and regulations applicable
to our business and operations.

Environmental Matters

We are subject to applicable environmental laws and regulations in the PRC and other relevant
jurisdictions relating to, among other matters, air, water, waste, noise and pollution; the
generation, storage, handling, use and transportation of hazardous materials; and the health
and safety of our employees. Our major emissions included greenhouse gas from the use of
various energy resources, gas emissions such as NOy, SO, and soot from burning of coal and
hazardous waste such as medical waste and chemical reagent of the farm. For the biogas
slurry, biogas and biogas residue from cow farming, we actively responded to the national call
for green development, carefully dealt with the impact of greenhouse gas emissions on the
environment, and use them as resources with high recycling value and required full utilisation
of such resources.

To promote environmental protection emissions, we actively implemented a special treatment
initiative for solid waste in 2020, completed the upgrading of the desulfurisation of the boiler
exhaust system on a need-to-know basis, and replaced all coal-fired boilers at Shangzhi Farm, while
at the same time engaged environmental impact assessment agencies to test the security and
environment data to achieve prevention and control both inside and outside. In addition, the
environmental management system of Modern Farming (Wenshang) Co., Ltd.* (BIfRH2E (3 1)
AR/ F]) has also passed the QES system certification in March 2020, during the overall
certification process, not only strengthened the systematic identification of security and
environment-related hazards source in the farm, but also defined its future approach of carrying out
environmental protection-related work through the external audit of the system.
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The table below sets out our pollutant management and certain specific measures for emission

reduction:

Types of pollutant

Specific measures for emission reduction

Reduction of greenhouse gas
emisSsion . .. .............

Reduction of exhaust emission . . .

Reduction of discharge of
non-hazardous waste . . . ... ..

Reduction of discharge of
hazardous waste . .. ........

Use biomass energy instead of old energy with low
heat and high greenhouse gas emission.

Proactively carry out green construction to mitigate
greenhouse gas emissions during operation.

Discharge exhaust gas from units such as cowsheds,
biogas stations and heating boilers after treatment
and meeting the emission standard; as well as
actively promote resource utilisation efficiency and
reduce emissions; meanwhile, shut down coal-fired
boilers gradually and replace it with cleaner and
more efficient gas-fired boilers and improve the
utilisation level of biogas gradually.

Fill the roads or potholes of the farms with
Coal-fired boiler; recycle all wastewater internally
to reduce discharge; use domestic sewage after
treatment by the reclaimed water station for
washing cowshed, irrigation and cooling, etc.;
cowshed water flows into the dung channel to dilute
the biogas slurry and be fermented with the biogas
slurry.

Specify storage standards for medical wastes and
reagent bottles used for test, prepare waste report
and submit to the environmental protection
department for record and deliver hazardous wastes
to qualified treatment units for centralised
treatment.

Formulate and implement the “Waste Oil Recycling
Management System” and deliver waste oil to
companies qualified for recycling for proper
treatment.

Dispose cows dying from disease and sick cows
strictly in accordance with the “Measures for
Treatment of Dead Animals due to Disease and for
Unknown Reasons of the People’s Republic of
China” and the “Technical Specification for
Harmless Treatment of Dead Animals due to
Disease and Sick Animals” of Ministry of
Agriculture and according to the standard treatment
process and corresponding method to prevent
damage to the environment and malicious use.

80



LEGAL PROCEEDINGS

As at the date of this Offering Circular, we were not involved in any litigation or arbitration
proceedings which may have a material and adverse effect on our business, financial condition
and results of operations, and there is no such litigation or claim known to be pending or
threatened by or against us which may have a material adverse effect on our overall business,
financial condition or results of operations.
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DIRECTORS AND MANAGEMENT

As at the date of this Offering Circular, the board of directors of the Company comprised the
following:

Name Age Position

Mr. SUN Yugang . . . ........... 41 Executive director of the Company and
acting chief executive officer of the Group

Mr. LU Minfang . . ............ 52 Non-executive director and chairman of the
board of directors of the Company

Mr. ZHANG Ping . . ........... 57 Non-executive director of the Company

Mr. ZHAO Jiejun. . .. .......... 44 Non-executive director of the Company

Ms. GANLu. ................ 38 Non-executive director of the Company

Mr. ZHU Xiaohui . ............ 50 Non-executive director of the Company

Mr. LEE Kong Wai Conway . ... .. 66 Independent non-executive director of the
Company

Mr. LI Shengli . .............. 55 Independent non-executive director of the
Company

Mr. CHOW Ming Sang . ........ 48 Independent non-executive director of the
Company

The board of directors of the Company currently consists of 9 members. A description of the
relevant business experience and present position of each of these directors are set forth below.

Mr. SUN Yugang, aged 41, is an executive director and acting chief executive officer of the
Company. Mr. Sun has extensive experience in financial management and corporate
development. Mr. Sun was a manager of the finance and investment department of Inner
Mongolia Mengniu between May 2002 and March 2007. Mr. Sun was the chief financial
officer, executive director and vice president of the Company from March 2007 to September
2016 and the non-executive director of the Company from October 2016 to March 2017.
Subsequently, Mr. Sun worked for Hebei Yinong Network Technology Co., Ltd.* (7 Jt.'H &£ 44
B A BR/A 7)) as a director, vice president and chief financial officer from October 2016 to
August 2018 and for Jiangsu Yuguan Modern Agricultural Technology Co., Ltd.* (7L## # Bl
RIEZERHL AR/ A as a vice president and chief financial officer from August 2018 to
October 2019. Mr. Sun re-joined the Group in November 2019. Mr. Sun graduated from Inner
Mongolia Finance and Economics College, majoring in accounting.
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Mr. LU Minfang, aged 52, was appointed as a non-executive director and chairman of the
board of Directors of the Company in March 2017. Mr. Lu is currently the executive director
and chief executive officer of Mengniu. Mengniu is the controlling shareholder of the
Company. Mr. Lu is also a director of International Dairy Federation. Mr. Lu is also the
chairman and a non-executive director of Yashili, a subsidiary of Mengniu. He was the
executive director and chief executive officer of Yashili before his appointment as chairman of
the board of directors of Yashili. Mr. Lu was also a director of the following subsidiaries of
Yashili, namely Yashili International Ltd., Yashili International Group Limited, Newou Hong
Kong International Co., Limited and Scient International Group Limited. Mr. Lu was the vice
president (Greater China) of Danone Early Life Nutrition Greater China and had been with the
Danone Group and Dumex Baby Food Co. Ltd. for over 10 years. During his tenure at the
Danone Group, he demonstrated strong strategic business and market planning capabilities.
With strong leadership, management skills and in-depth knowledge of markets, Mr. Lu had
contributed significantly to the success of the Danone Group’s baby nutrition business in
China. Prior to joining the Danone Group, Mr. Lu spent 9 years with Johnson & Johnson
(China) Company Limited and approximately 4 years with General Electric Company (China).
Prior to joining Mengniu Group, Mr. Lu has over 18 years of experience in sales and marketing
and has been serving in general manager or executive level roles for over 7 years. Mr. Lu has
extensive experience in the management of fast-moving consumer goods and dairy companies
and has an excellent grasp and in-depth knowledge of the PRC market. Mr. Lu obtained his
bachelor’s degree from Fudan University in Shanghai.

Mr. ZHANG Ping, aged 57, joined the Group as a non-executive director of the Company in
March 2016. Mr. Zhang has over 25 years of experience in the industry of fast-moving
consumer goods, specialising in the management of operation, finance and audit as well as risk
control. Mr. Zhang also currently serves as the non-executive director of China Shengmu
Organic Milk Limited (a company listed on the Hong Kong Stock Exchange, stock code:
1432). Mr. Zhang is a vice president and the chief financial officer of Mengniu. Mr. Zhang
holds several directorships in certain subsidiaries of Mengniu including the director of Inner
Mongolia Mengniu and Inner Mongolia Mengniu Danone Dairy Co., Ltd. Mr. Zhang also takes
the position of non-executive director in Yashili since 27 April 2015., He successively worked
as manager of internal audit and system development, finance director at Swire Beverages Co.,
Ltd, general manager of its bottler manufacturing company and chief executive officer of
Coca-Cola Bottler Manufacturing Holdings Limited. Mr. Zhang graduated from Beijing
Information Science and Technology University with master’s degree in management
engineering.

Mr. ZHAO Jiejun, aged 44, joined the Group as a non-executive director of the Company in
January 2019 and acted as the deputy chairman of the Company, Mr. Zhao has over 19 years of
experience in the dairy industry and specialises in both sales management and supply chain
management. Mr. Zhao has in-depth knowledge of PRC dairy market and great foresight in the
PRC dairy industry. Mr. Zhao also currently serves as the non-executive director of China
Shengmu Organic Milk Limited. Mr. Zhao is the vice president and the head of milk sourcing
and supply chain business unit of Mengniu. Mr. Zhao has served successively as regional
manager, sales director, general manager of operation and general manager of planning and
logistics. Mr. Zhao graduated from Beijing University of Aeronautics and Astronautics with a
master degree in information engineering and management.
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Ms. GAN Lu, aged 38, joined the Group as a non-executive director of the Company in April
2020. Ms. Gan has over twelve years of experience in the financial and investment sectors. Ms.
Gan joined Beijing Hosen Capital Management, LLP (“Hosen Capital”) in 2018 and is
currently the chief investment officer of Hosen Capital, one of the first private equity
management institutions registered with the China National Development and Reform
Commission pursuant to the new equity investment regulations. Ms. Gan is also the
person-in-charge of the office of Hosen Capital in Hong Kong. Before joining Hosen Capital,
Ms. Gan worked for the Hong Kong office of New Hope Group Co., Ltd, for four years as head
of its Hong Kong office and chief investment officer of its financial division. Ms. Gan also
worked for China International Capital Corporation Limited in Beijing and Hong Kong for six
years as the head of the Hong Kong operations support coordination department. Ms. Gan
graduated from The University of Hong Kong with a master’s degree in business
administration.

Mr. ZHU Xiaohui, aged 50, joined the Group as a non-executive director of the Company in
July 2021. Mr. Zhu is currently the vice president and the secretary of the board of directors of
Fuyuan. Mr. Zhu joined Fuyuan in August 2014 and has served as the vice president from
August 2014 to December 2018, the senior vice president from December 2018 to June 2019
and the vice president and the secretary of the board of directors since March 2020. Prior to
joining Fuyuan, Mr. Zhu had spent approximately 18 years with COFCO Group and
approximately 4 years with Dalian Wanda Group Inc., Ltd. Mr. Zhu has over 29 years of
experience in corporate management, in particular the management of large-scale enterprises,
and has extensive experience in the dairy farming industry. Mr. Zhu graduated from
Guangdong University of Foreign Studies with a bachelor’s degree in international business
administration and the University of International Business and Economics with a master’s
degree in business administration.

Mr. LEE Kong Wai Conway, aged 66, is an independent non-executive director of the
Company. Mr. Lee has over 30 years of experience in public accounting and auditing,
corporate finance, merger and acquisition and initial public offerings. Mr. Lee is currently an
independent non-executive director of West China Cement Limited (a company listed on the
Hong Kong Stock Exchange, stock code: 2233), Chaowei Power Holdings Limited (a company
listed on the Hong Kong Stock Exchange, stock code: 951), GOME Retail Holdings Limited (a
company listed on the Hong Kong Stock Exchange, stock code: 493), NVC International
Holdings Limited (a company listed on the Hong Kong Stock Exchange, stock code: 2222),
Yashili International Holdings Limited (a company listed on the Hong Kong Stock Exchange,
stock code: 1230), GCL New Energy Holdings Limited (a company listed on the Hong Kong
Stock Exchange, stock code: 451), WH Group Limited (a company listed on the Hong Kong
Stock Exchange, stock code: 288), and Guotai Junan Securities Limited Co., Ltd (a company
listed on the Hong Kong Stock Exchange, stock code: 2611 and Shanghai Stock Exchange,
stock code: 601211). Mr. Lee was the independent non-executive director of Tibet Water
Resources Ltd. (a company listed on the Hong Kong Stock Exchange, stock code: 1115) until
February 2020. In addition, he was an independent non-executive director of China Rundong
Auto Group Limited (a company listed on the Hong Kong Stock Exchange, stock code: 1365)
until December 2020. Mr. Lee is a member of the Institute of Chartered Accountants in
England and Wales, The Chartered Accountants, Australia and New Zealand, the Association
of Chartered Certified Accountants, the Hong Kong Institute of Certified Public Accountants
and the Macau Society of Certified Practising Accountants. Mr. Lee was a member of Chinese
People’s Political Consultative Conference of Hunan Province from 2008 to 31 December
2017. From September 1980 to September 2009, Mr. Lee served as a partner of Ernst & Young
and held key leadership positions in his development of the firm in China.
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Mr. LI Shengli, aged 55, is an independent non-executive director of the Company. Mr. Li
currently also serves as an independent non-executive director of China Zhongdi Dairy
Holdings Company Limited (a company listed on the Hong Kong Stock Exchange, stock code:
1492). Since 2003, Mr. Li has been with China Agricultural University, working as an assistant
professor and professor in multiple times. Mr. Li is currently the vice-director (Animal
Nutrition) of the State Key Laboratories, director of the Sino-US Dairy Research Center of
China Agricultural University, director of the Sino-Dutch Dairy Development Center, chief
scientist in national dairy products industry technology system, a specialist to the China
School Milk Programme and a specialist in the Cattle and Poultry Research Centre of Beijing
Sanyuan Breeding Technology Co,. Ltd. Mr. Li is a specialist to the Working Committee of
National Dairy Herd Improvement Programme (DHI) of the Dairy Association of China and
the chairman of China Institute of Animal Husbandry and Veterinary Cattle Chapter. In 2007,
Mr. Li obtained a patent on Rubeili (¥Lf&#), a type of high-energy and high-protein
supplementary feed for dairy cows. Mr. Li was awarded the second prize and a prize of the
Beijing Science and Technology Award in 2000 and 2007, respectively, and was recognised by
the Beijing Municipal Government as “Top 10 Scientists with Contribution to the Economic
Development in Rural Villages of Beijing” in 2009. He also received the first prize for
advancement in science and technology awarded by the Education Department in 2012, the
first prize for Chinese Agricultural Science awarded by the Ministry of Agriculture in 2013
and the second prize of National Scientific and Technological Progress Award in 2014. Mr. Li
graduated from Shihezi Agricultural College with a bachelor’s degree in animal husbandry and
veterinary science in July 1987. He then obtained his doctorate degree in animal nutrition
science from China Agricultural University in July 1996.

Mr. CHOW Ming Sang, aged 48, is an independent non-executive director of the Company.
Mr. Chow obtained his bachelor degree in Business Administration (Accounting) from Hong
Kong University of Science and Technology in 1995. Mr. Chow is a fellow member of the
Hong Kong Institute of Certified Public Accountants, a fellow member of the Association of
Chartered Certified Accountants and a Certified Internal Auditors. Mr. Chow has over 26 years
working experience in various industries in auditing, corporate governance and risk
management advisory where he was the Advisory partner of Ernst & Young (China) Advisory
Limited since 2007 and was responsible for managing the Risk Advisory sub-service line’s
strategic growth and development in various regions of Mainland China since 2011. From
2014 to 2016, Mr. Chow became the Committee member of The Internal Controls General
Standards Committee of The Ministry of Finance (PRC) (H B BA B (A 0 #2¢ il iR e 2 B & &%
&), the only Hong Kong resident and Big Four partner being appointed as a committee
member. Mr. Chow is also involved in promoting innovation where he acts as start-up coach of
over 20 incubators and accelerators in China and Hong Kong to assist young entrepreneurs in
enhancing their business from financial and strategic development perspectives. Prior to
joining the Company, Mr. Chow was the general manager of the Risk and Control Department
of the Tahoe Group (a company listed on the Shenzhen Stock Exchange, stock code: 002299)
from October 2018 to June 2019, overseeing the company’s risk management and corporate
governance of all business sectors like residential, commercial, hotel, education, insurance,
medical, estate management and ageing care. Mr. Chow is currently the managing director of
Beijing Xinshi Anye Management Consulting Co., Ltd., an independent non-executive director
of Teamway International Group Holdings Limited (a company listed on the Hong Kong Stock
Exchange, stock code: 1239), and an independent non-executive director of China Rundong
Auto Group Limited (a company listed on the Hong Kong Stock Exchange, stock code: 1365).
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TERMS AND CONDITIONS OF THE BONDS

The following are the terms and conditions of the Bonds (as defined below) substantially in the
form in which they (other than the text in italics) will be endorsed on the definitive Certificate
issued in respect of the Bonds and referred to in the global certificate relating to the Bonds.

The issue of the US$500,000,000 2.125 per cent. bonds due 2026 (the “Bonds”, which term
shall include, unless the context requires otherwise, any additional Bonds issued in accordance
with Condition 15 and consolidated and forming a single series therewith) was authorised by a
resolution of the Board of Directors of China Modern Dairy Holdings Ltd. (the “Issuer”)
passed on 2 July 2021. The Bonds are constituted by a Trust Deed (the “Trust Deed”) (as
amended and/or supplemented from time to time) dated 14 July 2021 between the Issuer and
Citicorp International Limited (the “Trustee” which expression shall include all persons for
the time being the trustee or trustees under the Trust Deed) as trustee for itself and the
Bondholders (as defined below). These terms and conditions include summaries of, and are
subject to, the detailed provisions of the Trust Deed, which includes the form of the Bonds.
The Bonds are the subject of an Agency Agreement (the “Agency Agreement”) dated 14 July
2021 relating to the Bonds between the Issuer, the Trustee, and Citibank, N.A., London Branch
as the registrar (the “Registrar”), as transfer agent (the “Transfer Agent”) and, the initial
principal paying agent (the “Principal Paying Agent”) and any other agents named in it.

Copies of the Trust Deed and the Agency Agreement are available for inspection at all
reasonable times during usual business hours (being between 9:00 a.m. (Hong Kong time) and
3:00 p.m. (Hong Kong time)) on any weekday (except public holidays) at the principal office
of the Trustee (presently at 20/F, Citi Tower, One Bay East, 83 Hoi Bun Road, Kwun Tong,
Kowloon, Hong Kong) and at the specified office of the Principal Paying Agent for the time
being following prior written request and proof of holding and identity to the satisfaction of
the Trustee or, as the case may be, the Principal Paying Agent. “Agents” means the Principal
Paying Agent, the Registrar, the Transfer Agents and any other agent or agents appointed from
time to time with respect to the Bonds including their respective successors pursuant to the
Agency Agreement. The Bondholders are entitled to the benefit of, are bound by, and are
deemed to have notice of, all the provisions of the Trust Deed and are deemed to have notice of
those provisions applicable to them of the Agency Agreement.

All capitalised terms that are not defined in these terms and conditions (the “Conditions”) will
have the meanings given to them in the Trust Deed.

1  Form, Specified Denomination and Title

The Bonds are issued in the specified denomination of US$200,000 and integral multiples
of US$1,000 in excess thereof (each, a “Specified Denomination”).

The Bonds are represented by registered certificates (the “Certificates”) and, save as

provided in Condition 2(a), each Certificate shall represent the entire holding of Bonds
by the same holder.
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Title to the Bonds shall pass by transfer and registration of title in the register that the
Issuer shall procure to be kept by the Registrar in accordance with the provisions of the
Agency Agreement (the “Register”). Except as ordered by a court of competent
jurisdiction or as otherwise required by law, the holder (as defined below) of any Bond
shall be deemed to be and shall be treated as its absolute owner for all purposes whether
or not it is overdue and regardless of any notice of ownership, trust or any interest in it,
any writing on the Certificate (other than the endorsed form of transfer) representing it or
the theft or loss of such Certificate and no person shall be liable for so treating the holder.

In these Conditions, “Bondholder” and, in relation to a Bond, “holder” mean the person
in whose name a Bond is registered in the Register (or in the case of a joint holding, the
first name thereof).

Upon issue, the Bonds will be represented by a global certificate (the “Global
Certificate”) registered in the name of a nominee of, and deposited with, a common
depositary for Euroclear Bank SA/NV and Clearstream Banking S.A. When the Bonds are
represented by a Global Certificate, these Conditions are modified by certain provisions
contained in the Global Certificate while the Bonds are represented by the Global
Certificate.

Except in the limited circumstances described in the Global Certificate, owners of
interests in Bonds represented by the Global Certificate will not be entitled to receive
definitive Certificates in respect of their individual holdings of Bonds. The Bonds are not
issuable in bearer form.

Transfers of Bonds

(a) Transfer: A holding of Bonds may, subject to Condition 2(d), be transferred in
whole or in part in the Specified Denomination upon the surrender (at the specified
office of the Registrar or any Transfer Agent) of the Certificate(s) representing such
Bonds to be transferred, together with the form of transfer endorsed on such
Certificate(s) (or another form of transfer substantially in the same form and
containing the same representations and certifications (if any), unless otherwise
agreed by the Issuer), duly completed and executed and any other evidence as the
Registrar or any Transfer Agent may reasonably require. In the case of a transfer of
part only of a holding of Bonds represented by one Certificate, a new Certificate
shall be issued to the transferee in respect of the part transferred (which shall be in a
Specified Denomination) and a further new Certificate in respect of the balance of
the holding not transferred shall be issued to the transferor (which shall be in a
Specified Denomination). In the case of a transfer of Bonds to a person who is
already a holder of Bonds, a new Certificate representing the enlarged holding shall
only be issued against surrender of the Certificate representing the existing holding.
All transfers of Bonds and entries on the Register will be made in accordance with
the detailed regulations concerning transfers and registration of Bonds scheduled to
the Agency Agreement. The regulations may be changed by the Issuer, with the prior
written approval of the Registrar and the Trustee and by the Registrar, with the prior
written approval of the Trustee. A copy of the current regulations will be mailed
(free of charge to the holder and at the expense of the Issuer) by the Registrar to any
Bondholder upon written request and proof of holding and identity and is available
at the specified office of the Registrar for inspection by any Bondholder following
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(b)

()

(d)

prior written request and proof of holding and identity to the satisfaction of the
Registrar. No transfer of title to a Bond will be valid unless and until entered in the
Register. No transfer of title to a Bond will be valid unless and until entered in the
Register.

Transfers of interests in the Bonds evidenced by the Global Certificate will be
effected in accordance with the rules of the relevant clearing systems.

Delivery of New Certificates: Each new Certificate to be issued pursuant to
Condition 2(a) shall be made available for delivery within seven business days of
receipt of a duly completed and signed form and transfer and surrender of the
existing Certificate(s) and provision of all other evidence required by the relevant
Transfer Agent or the Registrar pursuant to Condition 2(a). Delivery of the new
Certificate(s) shall be made at the specified office of the relevant Transfer Agent or
of the Registrar (as the case may be) to whom delivery or surrender of such form of
transfer or Certificate shall have been made or, at the option of the holder making
such delivery or surrender as aforesaid and as specified in the relevant form of
transfer or otherwise in writing, be mailed by uninsured post at the risk of the holder
entitled to the new Certificate to such address as may be so specified, unless such
holder requests otherwise and pays in advance to the relevant Transfer Agent or the
Registrar (as the case may be) the costs of such other method of delivery and/or such
insurance as it may specify. The form of transfer is available at the specified offices
of the Transfer Agent. In this Condition 2(c), “business day” means a day, other
than a Saturday, Sunday or public holiday, on which commercial banks are open for
business in the place of the specified office of the relevant Transfer Agent or the
Registrar (as the case may be).

Transfer Free of Charge: Certificates on transfer shall be issued and registered
without charge to the relevant Bondholder by or on behalf of the Issuer, the Registrar
or any Transfer Agent, but upon (i) payment by the Bondholder of any taxes, duties
or other governmental charges that may be imposed in relation to it (or the giving of
such indemnity and/or security and/or pre-funding as the Issuer, the Registrar or the
relevant Transfer Agent may require), (ii) the Registrar being satisfied in its absolute
discretion with the documents of title or identity of the person making the
application and (iii) the relevant Agent (after consultation with the Issuer if so
required) being satisfied that the regulations concerning transfer of Bonds have been
complied with.

Closed Periods: No Bondholder may require the transfer of a Bond to be registered
(i) during the period of 15 days ending on (and including) the due date for
redemption of that Bond, (ii) during the period of 15 days prior to (and including)
any date on which Bonds may be called for redemption by the Issuer at its option
pursuant to Condition 6(b) or Condition 6(d), (iii) after a Put Event Exercise Notice
has been deposited in respect of such Bond pursuant to Condition 6(c), (iv) after any
such Bond has been called for redemption, or (v) during the period of seven days
ending on (and including) any Record Date (as defined in Condition 7(a)(ii)).

88



(e)

Regulations: All transfers of Bonds and entries on the Register will be made in
accordance with the detailed regulations concerning transfer and registration of
Bonds, the initial form of which is scheduled to the Agency Agreement. Each of the
Issuer and the Registrar may change the regulations from time to time, with the prior
written approval of the Trustee and (in the case of any change proposed by the
Issuer) of the Registrar. A copy of the current regulations will be made available at
the specified office of the Registrar for inspection by any Bondholder following
prior written request and proof of holding and identity to the satisfaction of the
Registrar. No transfer of title to a Bond will be valid unless and until entered on the
Register.

Status

The Bonds constitute direct, unconditional, unsubordinated and (subject to Condition 4)
unsecured obligations of the Issuer and shall at all times rank pari passu and without any
preference among themselves. The payment obligations of the Issuer under the Bonds
shall, save for such exceptions as may be provided by applicable legislation and subject
to Condition 4, at all times rank at least equally with all the Issuer’s other present and
future unsecured and unsubordinated obligations.

Covenants

(a)

(b)

Negative Pledge and Relevant Indebtedness Covenants: So long as any Bond
remains outstanding (as defined in the Trust Deed), the Issuer will not, and will
ensure that none of its Principal Subsidiaries (other than a Listed Subsidiary) will,
create any Encumbrance or permit to exist any Encumbrance to secure any Relevant
Indebtedness or to secure any guarantee or indemnity in respect of any Relevant
Indebtedness, without at the same time or prior thereto according to the Bonds either
(a) the same security as is created or subsisting to secure any such Relevant
Indebtedness, guarantee or indemnity or (b) such other security as (i) the Trustee
shall in its absolute discretion deem not materially less beneficial to the interest of
the Bondholders or (ii) shall be approved by an Extraordinary Resolution (as defined
in the Trust Deed) of the Bondholders.

Notification to NDRC: The Issuer undertakes to file or cause to be filed with the
National Development and Reform Commission (the “NDRC”) the requisite
information and documents within 10 PRC Business Days after the Issue Date (as
defined below) in accordance with the Circular on Promoting the Reform of the
Administrative System on the Issuance by Enterprises of Foreign Debt Filings and
Registrations (B 5 5% Jié o0 o5 22 B A 1 28 A SE 5517 AME M 52 6 we ) A8 L 5 o 1 2
(BF PR IMNE[2015] 20445%)) issued by the NDRC and which came into effect on 14
September 2015, and any implementation rules as issued by the NDRC from time to
time (the “Post-Issuance Filing”). The Issuer shall complete the Post-Issuance
Filing and comply with all applicable PRC laws and regulations in relation to the
Post-Issuance Filing.
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(c)

(d)

Notification of Completion of the Post-Issuance Filing: The Issuer shall within ten
Registration Business Days after the later of submission of the Post-Issuance Filing,
provide the Trustee with (i) a certificate in English signed by an Authorised
Signatory (as defined in the Trust Deed) of the Issuer confirming (A) the completion
of the Post-Issuance Filing and (B) no Change of Control Triggering Event, Event of
Default or Potential Event of Default (as defined in the Trust Deed) has occurred;
and (ii) copies of the relevant documents evidencing the Post-Issuance Filing (if
any) each certified in English by an Authorised Signatory of the Issuer as a true and
complete copy of the original; and (iii) an English translation of each confirmation,
certificate or other document as is referred to in (ii) above of this Condition 4(c)
translated by a professional translation service provider (and the Trustee may rely
conclusively without liability to any Bondholder or any other person on any such
translation) (the items specified in (i), (ii) and (iii) together, the “Registration
Documents™). In addition, the Issuer shall, within five Registration Business Days
after the Registration Documents are delivered to the Trustee, give notice to the
Bondholders (in accordance with Condition 16) confirming the completion of the
Post-Issuance Filing.

The Trustee may rely conclusively on the Registration Documents and shall have no
obligation to monitor or ensure the Post-Issuance Filing is made as required by
Condition 4(c) or to assist with the Post-Issuance Filing or to verify the accuracy,
validity and/or genuineness of any Registration Documents, or to translate or
procure any translation into English of any Registration Document, or to give notice
to the Bondholders confirming the completion of the Post-Issuance Filing, and shall
not be liable to Bondholders or any other person for not doing so.

Ratings

For so long as any Bond remains outstanding, save with the approval of an
Extraordinary Resolution of the Bondholders, the Issuer will maintain a rating on
the Bonds by at least one Rating Agency.

In these Conditions:

(i) “Encumbrance” means, in relation to the Issuer, a Principal Subsidiary or any
other person, any mortgage, charge, lien, pledge or other security interest over
the whole or any part of the present or future undertaking, assets or revenues
(including any uncalled capital) of the Issuer, that Principal Subsidiary or that
person (as applicable);

(i) “Listed Subsidiary” means a Subsidiary the common shares of which are listed
for trading on any recognised stock exchange;

90



(iii) “Principal Subsidiary” means any Subsidiary of the Issuer

(a)

(b)

(c)

(d)

whose gross assets or (in the case of a Subsidiary which itself has
Subsidiaries) consolidated gross assets, as shown by its latest audited
balance sheet are at least 5 per cent. of the consolidated gross assets of the
Issuer and its Subsidiaries as shown by the latest audited consolidated
balance sheet of the Issuer and its Subsidiaries including, for the
avoidance of doubt, the investment of the Issuer in each Subsidiary whose
accounts are not consolidated with the consolidated audited accounts of
the Issuer and after adjustment for minority interests; or

whose revenue or (in the case of a Subsidiary which itself has
Subsidiaries) consolidated revenue, as shown by its latest audited income
statement is at least 5 per cent. of the consolidated revenue as shown by
the latest audited consolidated income statement of the Issuer and its
Subsidiaries including, for the avoidance of doubt, the Issuer and its
consolidated Subsidiaries’ share of revenue of Subsidiaries not
consolidated and of jointly controlled entities and after adjustment for
minority interests; or

whose net profits or (in the case of a Subsidiary which itself has
Subsidiaries) consolidated net profits, as shown by its latest audited
income statement are at least 5 per cent. of the consolidated net profits as
shown by the latest audited consolidated income statement of the Issuer
and its Subsidiaries including, for the avoidance of doubt, the Issuer and
its consolidated Subsidiaries’ share of profits of Subsidiaries not
consolidated and of jointly controlled entities and after adjustment for
minority interests; or

to which is transferred the whole or substantially the whole of the assets of
a Subsidiary which immediately prior to such transfer was a Principal
Subsidiary, provided that (xx) the Principal Subsidiary which so transfers
its assets shall forthwith upon such transfer cease to be a Principal
Subsidiary and the Subsidiary to which the assets are so transferred shall
forthwith become a Principal Subsidiary and (yy) on or after the date on
which the first published audited accounts (consolidated, if appropriate) of
the Issuer prepared as of a date later than such transfer are issued, whether
such transferor Subsidiary or such transferee Subsidiary is or is not a
Principal Subsidiary shall be determined on the basis of such accounts by
virtue of the provisions of paragraphs (a), (b) or (c) above of this
definition;
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(iv)

provided that, in relation to paragraphs (a), (b) or (c) above:

(1) in the case of a corporation or other business entity becoming a Subsidiary
after the end of the financial period to which the latest consolidated
audited accounts of the Issuer relate, the reference to the then latest
consolidated audited accounts of the Issuer for the purposes of the
calculation above shall, until consolidated audited accounts of the Issuer
for the financial period in which the relevant corporation or other business
entity becomes a Subsidiary are available, be deemed to be a reference to
the then latest consolidated audited accounts of the Issuer adjusted to
consolidate the latest audited accounts (consolidated in the case of a
Subsidiary which itself has Subsidiaries) of such Subsidiary in such
accounts;

(2) if at any relevant time in relation to the Issuer or any Subsidiary which
itself has Subsidiaries no consolidated accounts are prepared and audited,
revenue, net profits or gross assets of the Issuer and/or any such
Subsidiary shall be determined on the basis of pro forma consolidated
accounts prepared for this purpose by the Issuer;

(3) if at any relevant time in relation to any Subsidiary, no accounts are
audited, its gross assets, revenue or net profits (consolidated, if
appropriate) shall be determined on the basis of pro forma accounts
(consolidated, if appropriate) of the relevant Subsidiary prepared for this
purpose by the Issuer; and

(4) if the accounts of any subsidiary (not being a Subsidiary referred to in
proviso (1) above) are not consolidated with those of the Issuer, then the
determination of whether or not such subsidiary is a Principal Subsidiary
shall be based on a pro forma consolidation of its accounts (consolidated,
if appropriate) with the consolidated accounts (determined on the basis of
the foregoing) of the Issuer.

A certificate prepared by the directors of the Issuer, that in their opinion, a
Subsidiary is or is not, or was or was not, a Principal Subsidiary shall, in the
absence of manifest error, be conclusive and binding on the Bondholders and
all parties. The certificate must be accompanied by a report by an
internationally recognised firm of accountants addressed to the directors of the
Issuer as to proper extraction and basis of the figures used by the Issuer in
determining the Principal Subsidiaries of the Issuer and mathematical accuracy
of the calculation;

“Relevant Indebtedness” means any indebtedness issued outside the PRC
which is in the form of, or represented or evidenced by, bonds, notes,
debentures, loan stock or other securities which for the time being are, or are
intended to be or capable of being, quoted, listed or dealt in or ordinarily traded
on any stock exchange or over-the-counter or other securities market; and
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(v) a “Subsidiary” of any person means (a) any company or other business entity
of which that person owns or controls (either directly or through one or more
other Subsidiaries) more than 50 per cent. of the issued share capital or other
ownership interest having ordinary voting power to elect directors, managers or
trustees of such company or other business entity, or (b) any company or other
business entity which at any time has its accounts consolidated with those of
that person or which, under the law, regulations or generally accepted
accounting principles of the jurisdiction of incorporation of such person from
time to time, should have its accounts consolidated with those of that person.

(vi) “Rating Agency” means (i) Fitch Ratings, Inc. and its successors; (ii) S&P
Global Ratings and its successors; (iii) Moody’s Investors Service, Inc., a
subsidiary of Moody’s Corporation, and its successors or (iv) any other
reputable credit rating agency of international standing; and

(vii) “Registration Business Day” means a day, other than a Saturday, Sunday or
public holiday, on which commercial banks are generally open for business in
Beijing, PRC.

Interest

The Bonds bear interest on their outstanding principal amount from and including 14 July
2021 (the “Issue Date”) at the rate of 2.125 per cent. per annum, payable semi-annually
in arrear on 14 January and 14 July in each year (each an “Interest Payment Date”) in
equal instalments, commencing on 14 January 2022. Each Bond will cease to bear interest
from and including the due date for redemption unless, upon surrender of the Certificate
representing such Bond, payment of principal or premium (if any) is improperly withheld
or refused by the Issuer. In such event it shall continue to bear interest at such rate (both
before and after judgment) until whichever is the earlier of (a) the day on which all sums
due in respect of such Bond up to that day are received by or on behalf of the relevant
Holder, and (b) the day falling seven days after the Trustee or the Principal Paying Agent
has notified Bondholders of receipt of all sums due in respect of all the Bonds up to that
seventh day (except to the extent that there is failure in the subsequent payment to the
relevant holders under these Conditions).

If interest is required to be calculated for a period of less than a complete Interest Period
(as defined below), the relevant day-count fraction will be determined on the basis of a
360-day year consisting of 12 months of 30 days each and, in the case of an incomplete
month, the number of days elapsed.

In these Conditions, the period beginning on and including the Issue Date and ending on
but excluding the first Interest Payment Date and each successive period beginning on
and including an Interest Payment Date and ending on but excluding the next succeeding
Interest Payment Date is called an “Interest Period”.

Interest in respect of any Bond shall be calculated per US$1,000 in principal amount of
the Bonds (the “Calculation Amount”). The amount of interest payable per Calculation
Amount for any period shall be equal to the product of the rate of interest specified
above, the Calculation Amount and the day-count fraction for the relevant period,
rounding the resulting figure to the nearest cent (half a cent being rounded upwards).
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6

Redemption and Purchase

(a)

(b)

Final Redemption:

Unless previously redeemed, or purchased and cancelled, the Bonds will be
redeemed at their principal amount on 14 July 2026 (the “Maturity Date”). The
Bonds may not be redeemed at the option of the Issuer other than in accordance with
this Condition 6.

Redemption for Taxation Reasons:

The Bonds may be redeemed at the option of the Issuer in whole, but not in part, at
any time, on giving not less than 30 nor more than 60 days’ notice to the
Bondholders (which notice shall be irrevocable) and in writing to the Trustee and
Principal Paying Agent, at their principal amount (together with interest accrued to
the date fixed for redemption), if the Issuer satisfies the Trustee immediately prior to
the giving of such notice that (i) it has or will become obliged to pay Additional Tax
Amounts as provided or referred to in Condition 8 as a result of any change in,
amendment or non-renewal of, or judicial decision relating to, the laws or
regulations of the Cayman Islands or the People’s Republic of China (the “PRC”),
or any political subdivision or any authority thereof or therein having power to tax,
or any change in the general application or official interpretation of such laws or
regulations, which change or amendment becomes effective on or after 7 July 2021,
and (ii) such obligation cannot be avoided by the Issuer taking reasonable measures
available to it, provided that no such notice of redemption shall be given earlier than
90 days prior to the earliest date on which the Issuer would be obliged to pay such
Additional Tax Amounts were a payment in respect of the Bonds then due. Prior to
the giving of any notice of redemption pursuant to this Condition 6(b), the Issuer
shall deliver to the Trustee a certificate in English signed by two directors who are
also Authorised Signatories of the Issuer stating that the obligations referred to in (i)
above cannot be avoided by the Issuer taking reasonable measures available to it,
and the Trustee shall be entitled to accept such certificate as sufficient evidence of
the satisfaction of the condition precedent set out in (ii) above, in which event it
shall be conclusive and binding on the Bondholders and an opinion addressed to and
in form and substance satisfactory to the Trustee, of independent legal or tax
advisers of recognised standing to the effect that the Issuer has or will become
obliged to pay such Additional Tax Amounts as a result of such change or
amendment or any such change in the application or official interpretation or stating
of official position (as the case may be). The Trustee shall be entitled (but shall not
be obliged) to accept and rely upon such certificate and opinion (without further
investigation or inquiry) as sufficient evidence of the satisfaction of the conditions
precedent set out in (i) and (ii) above of this Condition 6(b), in which event the same
shall be conclusive and binding on the Bondholders.
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(c) Redemption for a Change of Control Triggering Event:

At any time following the occurrence of a Change of Control Triggering Event, the
holder of any Bond will have the right, at such holder’s option, to require the Issuer
to redeem all, but not some only, of that holder’s Bonds on the Put Settlement Date
(as defined below) at 101 per cent. of their principal amount, together with accrued
interest up to but excluding the Put Settlement Date. To exercise such right, the
holder of the relevant Bond must deposit at the specified office of the Principal
Paying Agent or any other Paying Agent a duly completed and signed notice of
redemption, in the form for the time being current, obtainable from the specified
office of any Paying Agent (a “Put Exercise Notice”), together with the Certificate
evidencing the Bonds to be redeemed, by not later than 30 days following a Change
of Control Triggering Event or, if later, 30 days following the date upon which
notice thereof is given to Bondholders by the Issuer in accordance with Condition
16. The “Put Settlement Date” shall be the fourteenth day after the expiry of such
period of 30 days as referred to above.

A Put Exercise Notice, once delivered, shall be irrevocable and the Issuer shall
redeem the Bonds subject to the Put Exercise Notices delivered as aforesaid on the
Put Settlement Date.

The Issuer shall give notice to Bondholders in accordance with Condition 16 and the
Trustee in writing by not later than 14 days following the first day on which it
becomes aware of the occurrence of a Change of Control Triggering Event, which
notice shall specify the procedure for exercise by holders of their rights to require
redemption of the Bonds pursuant to this Condition 6(c).

The Trustee and the Agents shall not be required to take any steps to ascertain
whether a Change of Control Triggering Event has occurred and shall not be
responsible for or liable to Bondholders, the Issuer or any other person for any loss
arising from any failure to do so.

For the purposes of this Condition 6(c):

(i) An “Affiliate” of any specified Person means any other Person directly or
indirectly controlling or controlled by or under direct or indirect common
control of more than 50 per cent. with such specified Person;

(i1)) “Control” means (i) the ownership or control of more than 50 per cent. of the
Voting Rights of the issued share capital of a person or (ii) the possession,
directly or indirectly, of the power to nominate or designate more than 50 per
cent. of the members then in office of a person’s board of directors or other
governing body, whether obtained directly or indirectly, and whether obtained
by ownership of share capital, the possession of Voting Rights, contracts or
otherwise;
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(iii) A “Change of Control” occurs when:

(iv)

v)

(vi)

(vii)

(viii

N

(a) China Mengniu Dairy Company Limited (“Mengniu”) ceases to directly
or indirectly hold or own at least 35 per cent. of the issued share capital of
the Issuer;

(b) Mengniu ceases to be the largest direct or indirect holder of the issued
share capital of the Issuer; or

(c) any Person or Persons (other than Permitted Holders) acting together
acquires Control of the Issuer; or the Issuer consolidates with or merges
into or sells or transfers all or substantially all of the Issuer’s assets to any
other Person, unless the consolidation, merger, sale or transfer will not
result in the other Person or Persons acquiring Control of the Issuer or the
successor entity;

“Change of Control Triggering Event” means (i) the occurrence of both a
Change of Control and a Rating Decline, if the Bonds are rated by at least one
Rating Agency or (ii) the occurrence of a Change of Control if the Bonds are
not rated.

“Permitted Holders” means Mengniu and any of its Affiliates;

“Person” includes any individual, company, corporation, firm, partnership,
joint venture, undertaking, association, organisation, trust, state or agency of a
state (in each case whether or not being a separate legal entity) but does not
include the Issuer’s board of directors or any other governing board and does
not include the Issuer’s wholly-owned direct or indirect subsidiaries;

“Investment Grade” means a rating of “AAA,” “AA,” “A” or “BBB,” as
modified by a “+” or “-” indication, or an equivalent rating representing one of
the four highest rating categories, by S&P or any of its successors or assigns; a
rating of “Aaa,” “Aa,” “A” or “Baa,” as modified by a “1,” “2” or “3”
indication, or an equivalent rating representing one of the four highest rating
categories, by Moody’s or any of its successors or assigns; a rating of “BBB-"
or better by Fitch or any of its successors or assigns; or the equivalent ratings
of any internationally recognised rating agency or agencies, as the case may be,
which shall have been designated by the Issuer as having been substituted for
S&P, Moody’s, or Fitch or any combination thereof, as the case may be;

“Rating Date” means, in connection with a Change of Control, that date which
is 90 days prior to the earlier of (i) a Change of Control and (ii) a public notice
of the occurrence of a Change of Control or of the intention by the Issuer or any
other Person or Persons to effect a Change of Control;
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(d)

(ix) “Ratings Decline” means, in connection with a Change of Control, the
occurrence on, or within 180 days after, the date of the Change of Control, or
public notice of the occurrence of, a Change of Control or the intention by the
Issuer or any other Person or Persons to effect a Change of Control (which
period shall be extended (by no more than an additional 90 days after the
consummation of the Change of Control) so long as the rating of the Bonds is
under publicly announced consideration for possible downgrade by any of the
Rating Agencies) of any of the events listed below:

1. in the event the Bonds (1) are on the Rating Date (x) rated by three
Ratings Agencies and (y) rated Investment Grade by each such Rating
Agency, and (2) cease to be rated Investment Grade by at least one of such
Rating Agencies; or

ii. in the event the Bonds (1) are on the Rating Date (x) rated by two but not
more Ratings Agencies and (y) rated Investment Grade by each such
Rating Agency, and (2) cease to be rated Investment Grade by one of such
Rating Agencies; or

iii. in the event the Bonds (1) are on the Rating Date (x) rated by one, and
only one, of the three Rating Agencies and (y) rated Investment Grade by
such Rating Agency, and (2) cease to be rated Investment Grade by such of
such Rating Agencies;

(x) “Voting Rights” means the right generally to vote at a general meeting of
shareholders of a person (irrespective of whether or not, at the time, stock of
any other class or classes shall have, or might have, voting power by reason of
the happening of any contingency, an any such power shall therefore be
excluded for the purpose of this definition).

Redemption at the Option of the Issuer:

The Issuer may, at its option, on giving not more than 60 nor less than 30 days’
irrevocable notice (the “Make Whole Optional Redemption Notice”) to the
Bondholders in accordance with Condition 16, redeem all, but not some only, of the
Bonds at any time prior to 14 June 2026 at their Make Whole Price as of, together
with interest accrued and unpaid to, the date fixed for redemption (the “Make
Whole Option Redemption Date”) specified in the Make Whole Optional
Redemption Notice.

In addition, the Issuer may, at the Issuer’s option, on giving not more than 60 nor
less than 30 days’ irrevocable notice (the “Optional Redemption Notice”) to the
Bondholders in accordance with Condition 16, redeem all, but not some only, of the
Bonds at any time from or after 14 June 2026, at a redemption price equal to 100%
of the principal amount of the Bonds, together with interest accrued and unpaid to,
the date fixed for redemption specified in the Optional Redemption Notice.
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For the purpose of this Condition 6(d):

“Adjusted Treasury Rate” means, with respect to any Make Whole Option
Redemption Date, (i) the yield, under the heading which represents the average for
the immediately preceding week, appearing in the most recently published statistical
release designated “H.15(519)” or any successor publication which is published
weekly by the Board of Governors of the Federal Reserve System and which
establishes yields on actively traded United States Treasury securities adjusted to
constant maturity under the caption “Treasury Constant Maturities”, for the maturity
corresponding to the Comparable Treasury Issue (if no maturity is within three (3)
months before or after 14 July 2026, yields for the two published maturities most
closely corresponding to the Comparable Treasury Issue shall be determined and the
Adjusted Treasury Rate shall be interpolated or extrapolated from such yields on a
straight line basis, rounding to the nearest month) or (ii) if such release (or any
successor release) is not published during the week preceding the calculation date or
does not contain such yields, the rate per year equal to the semi-annual equivalent
yield to maturity of the Comparable Treasury Issue, assuming a price for the
Comparable Treasury Issue (expressed as a percentage of its principal amount) equal
to the Comparable Treasury Price for such redemption date, in each case calculated
on the third Business Day immediately preceding such Make Whole Optional
Redemption Date;

“Comparable Treasury Issue” means the U.S. Treasury security having a maturity
comparable to 14 July 2026 that would be utilised, at the time of selection and in
accordance with customary financial practice, in pricing new issues of corporate
debt securities of comparable maturity to 14 July 2026;

“Comparable Treasury Price” means, with respect to any Optional Redemption
Date, if clause (ii) of the Adjusted Treasury Rate is applicable, the average of three,
or such lesser number as is obtained by the Quotation Agent, the Reference Treasury
Dealer Quotations for such Optional Redemption Date;

“Make Whole Price” means, with respect to a Bond at any redemption date, the
amount calculated by the Quotation Agent that is the greater of (1) the present value
of the principal amount of the Bonds, assuming a scheduled repayment thereof on
the Make Whole Option Redemption Date plus all required remaining scheduled
interest payments due on such Bond through 14 July 2026 (but excluding accrued
and unpaid interest to the Make Whole Option Redemption Date), computed using a
discount rate equal to the Adjusted Treasury Rate plus 25 basis points, and (2) the
principal amount of such Bonds;

“Quotation Agent” means the Reference Treasury Dealer selected by the Issuer;
“Reference Treasury Dealer” means each of any three investment banks of

recognised standing that is a primary U.S. Government securities dealer in New York
City, selected by the Issuer in good faith; and
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(e)

()

(2)

“Reference Treasury Dealer Quotations” means, with respect to each Reference
Treasury Dealer and any Make Whole Option Redemption Date, the average as
determined by the Quotation Agent, of the bid and asked prices for the Comparable
Treasury Issue (expressed in each case as a percentage of its principal amount)
quoted in writing to such Quotation Agent by such Reference Treasury Dealer at
5:00 p.m. (New York time) on the third business day preceding such Make Whole
Option Redemption Date.

Any reference in these Conditions to principal and/or interest shall be deemed to
include any Make Whole Price which may be payable under this Condition 6(d).

Purchase: the Issuer and its Subsidiaries may at any time purchase Bonds in the
open market or otherwise at any price. The Bonds so purchased, while held by or on
behalf of the Issuer or any such Subsidiary, shall not entitle the holder to vote at any
meetings of the Bondholders and shall not be deemed to be outstanding for the
purposes of calculating quorums at meetings of the Bondholders or for the purposes
of Condition 12(a).

Notice of redemption: All Bonds in respect of which any notice of redemption is
given under this Condition 6 shall be redeemed on the date, in such place and in such
manner as specified in such notice in accordance with this Condition 6(f). If there is
more than one notice of redemption given in respect of any Bond (which shall
include any notice given by the Issuer pursuant to Condition 6(b) and any Put
Exercise Notice given by a Bondholder pursuant to Condition 6(c)), the notice given
first in time shall prevail and in the event of two notices being given on the same
date, the first to be given shall prevail. Neither the Trustee nor any of the Agents
shall be responsible for calculating or verifying any calculations of any amounts
payable under any notice of redemption or Put Exercise Notice and shall not be
liable to the Holders, the Issuer or any other person for not doing so.

So long as the Bonds are represented by the Global Certificate, a right of a Holder
to redeem the Bonds following the occurrence of a Change of Control Triggering
Event will be effected in accordance with the rules of the relevant clearing systems.

Cancellation: All Certificates representing Bonds redeemed or purchased by or on
behalf of the Issuer shall be surrendered for cancellation to the Registrar and, upon
surrender thereof, all such Bonds shall be cancelled forthwith. Any Certificates so
surrendered for cancellation may not be reissued or resold and the obligations of the
Issuer in respect of any such Bonds shall be discharged.
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7

Payments

(a)

(b)

Method of Payment:

(i) Payments of principal and premium (if any) shall be made (subject to surrender
of the relevant Certificates at the specified office of any Transfer Agent or any
other Paying Agent if no further payment falls to be made in respect of the
Bonds represented by such Certificates) in the manner provided in Condition
7(a) (i1) below.

(i1) Interest on each Bond shall be paid, on the due date for payment, to the person
shown on the Register at the close of business on the fifth Payment Business
Day before the due date for payment thereof (the “Record Date”). Payments of
interest on each Bond shall be made in U.S. dollars by transfer to the registered
account of the holder. For the purpose of this Condition 7(a), a holder’s
“registered account” means the U.S. dollar denominated account maintained
by or on behalf of such holder with a bank, details of which appear on the
Register at the close of business on the Record Date.

(iii) If the amount of principal being paid upon surrender of the relevant Certificate
is less than the outstanding principal amount of such Certificate, the Registrar
will annotate the Register with the amount of principal so paid and will (if so
requested in writing by the Issuer or a Bondholder) issue a new Certificate with
a principal amount equal to the remaining unpaid outstanding principal amount.
If the amount of premium (if any) or interest being paid is less than the amount
then due, the Registrar will annotate the Register with the amount of premium
(if any) or interest so paid.

Notwithstanding the foregoing, so long as the Global Certificate is held on behalf of
Euroclear and Clearstream or any other clearing system, each payment in respect of
the Global Certificate will be made to the person shown as the Holder of the
relevant Global Certificate in the Register at the close of business of the relevant
clearing system on the Clearing System Business Day before the due date for such
payments, where “Clearing System Business Day” means Monday to Friday
inclusive, except 25 December and 1 January.

Payments subject to Fiscal Laws: All payments are subject in all cases to any
applicable fiscal or other laws, regulations and directives in the place of payment but
without prejudice to the provisions of Condition 8 and (ii) any withholding or
deduction required pursuant to an agreement described in Section 1471(b) of the
U.S. Internal Revenue Code of 1986, as amended (the “Code”) or otherwise imposed
pursuant to Sections 1471 through 1474 of the Code, any regulations or agreements
thereunder, any official interpretations thereof, or (without prejudice to the
provisions of Condition 8) any law implementing an intergovernmental approach
thereto. No commission or expenses shall be charged to the Bondholders in respect
of such payments.
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(c)

(d)

(e)

(f)

Payment Initiation: Payment instructions (for value the due date, or if that is not a
Payment Business Day, for value the first following day which is a Payment
Business Day) will be initiated in the case of payments of principal and premium (if
any) where the relevant Certificate has not been surrendered at the specified office
of any Transfer Agent or the Registrar, on the first Payment Business Day on which
the relevant Transfer Agent is open for business and on which the relevant
Certificate is surrendered.

Appointment of Agents: The Principal Paying Agent, the Registrar, and the
Transfer Agents initially appointed by the Issuer and their respective specified
offices are set out in the Agency Agreement. The Principal Paying Agent, the
Registrar, and the Transfer Agents act solely as agents of the Issuer and do not
assume any obligation or relationship of agency or trust for or with any Bondholder.
The Issuer reserves the right at any time with the prior written approval of the
Trustee to vary or terminate the appointment of the Principal Paying Agent, the
Registrar, or any Transfer Agent and to appoint additional or other Paying Agents
and/or Transfer Agents, provided that the Issuer shall at all times maintain (i) a
Principal Paying Agent, (ii) a Registrar, (iii) a Transfer Agent, and (iv) such other
agents as may be required by any other stock exchange on which the Bonds may be
listed, in each case, as approved by the Trustee.

Notice of any such change, termination or appointment or any change of any
specified office of an Agent shall promptly be given to the Bondholders in
accordance with Condition 16.

Delay in Payment: Bondholders will not be entitled to any interest or other payment
for any delay after the due date in receiving the amount due on a Bond if the due
date is not a Payment Business Day, if the Bondholder is late in surrendering or
cannot surrender its Certificate (if required to do so).

Non-Business Days: If any date for payment in respect of any Bond is not a
Payment Business Day, the holder shall not be entitled to payment until the next
following Payment Business Day nor to any interest or other sum in respect of such
postponed payment. In this Condition 7, “Payment Business Day” means a day
(other than a Saturday, Sunday or a public holiday) on which banks and foreign
exchange markets are open for business in Beijing and New York City and the place
in which the specified office of the Registrar and the relevant paying agent is located
and where payment is to be made by transfer to an account maintained with a bank
in U.S. dollars, the place on which foreign exchange transactions may be carried on
in U.S. dollars in the principal financial centre of the country of such currency.
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Taxation

All payments of principal, premium (if any) and interest by or on behalf of the Issuer in
respect of the Bonds shall be made free and clear of, and without set-off or counterclaim
and without withholding or deduction for, or on account of, any present or future taxes,
duties, assessments or governmental charges of whatever nature imposed, levied,
collected, withheld or assessed by or within the Cayman Islands or the PRC, or in each
case, any political subdivision or authority therein or thereof having power to tax, unless
such withholding or deduction is required by law.

Where such withholding or deduction is made by the Issuer or by or within the PRC up to
and including the aggregate rate applicable on 7 July 2021 (the “Applicable Rate”), the
Issuer will increase the amounts paid by it to the extent required, so that the net amount
received by Bondholders equals the amounts which would otherwise have been receivable
by them had no such withholding or deduction been required.

If (i) the Issuer is required to make a deduction or withholding for or on account of any
taxes, duties, assessments or governmental charges of whatever nature imposed, levied,
collected, withheld or assessed by or within the PRC in excess of the Applicable Rate, or
(i1) the Issuer is required to make any deduction or withholding for or on account of any
taxes, duties, assessments or governmental charges of whatever nature imposed, levied,
collected, withheld or assessed by or within the Cayman Islands in excess of the
Applicable Rate, is required, in such event the Issuer shall pay such additional amounts
(the “Additional Tax Amounts”) as will result in receipt by the Bondholders of such
amounts as would have been received by them had no such withholding or deduction been
required, except that no Additional Tax Amounts shall be payable in respect of any Bond:

(a) Other connection: held by or on behalf of a holder who is liable to such taxes,
duties, assessments or governmental charges in respect of such Bond by reason of
his (or the beneficial owner) having some connection with the Cayman Islands or the
PRC other than the mere holding of the Bond; or

(b) Surrender more than 30 days after the Relevant Date: in respect of which the
certificate representing it is presented for payment more than 30 days after the
Relevant Date except to the extent that the holder of it would have been entitled to
such Additional Tax Amounts on surrendering the Certificate representing such
Bond for payment on the last day of such period of 30 days (as if such last day were
a Payment Business Day).

“Relevant Date” in respect of any Bond means the date on which payment in respect of it
first becomes due or (if any amount of the money payable is improperly withheld or
refused) the date on which payment in full of the amount outstanding is made or (if
earlier) the date seven days after that on which notice is duly given to the Bondholders
that, upon further surrender of the Certificate representing such Bond being made in
accordance with the Conditions, such payment will be made, provided that payment is in
fact made upon such surrender.
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Any reference in these Conditions to principal, premium (if any) and/or interest shall be
deemed to include any Additional Tax Amounts which may be payable under this
Condition 8 or any undertaking or covenant given in addition thereto or in substitution
therefor pursuant to the Trust Deed and the Bonds.

Neither the Trustee nor any of the Agents shall be responsible for paying any tax, duty,
charges, withholding, Additional Tax Amounts, or other payment referred to in this
Condition 8 or for determining whether such amounts are payable or the amount thereof,
and shall not be responsible or liable for any failure by the Issuer, the Bondholders or any
other person to pay such tax, duty, charges, withholding or other payment or be
responsible to provide any notice or information in relation to the Bonds in connection
with payment of such tax, duty, charges, withholding or other payment.

Events of Default

If any of the following events (the “Events of Default”) occurs the Trustee at its
discretion may, and if so requested in writing by holders of at least 25 per cent. in
principal amount of the Bonds then outstanding or if so directed by an Extraordinary
Resolution shall (provided in any such case that the Trustee shall have first been
indemnified and/or secured and/or pre-funded to its satisfaction), give notice to the Issuer
that the Bonds are, and they shall immediately become, due and payable at their principal
amount together (if applicable) with any accrued but unpaid interest:

(a) Non-Payment: there is failure to pay (i) the principal of or any premium (if any) on
any of the Bonds when due or (ii) any interest on any of the Bonds within 14 days of
the due date; or

(b) Breach of Other Obligations: the Issuer does not perform or comply with any one
or more of its other obligations under the Bonds or the Trust Deed which default is,
in the opinion of the Trustee, incapable of remedy or, if in the opinion of the Trustee
capable of remedy, is not in the opinion of Trustee remedied within 30 days after
notice of such default shall have been given to the Issuer by the Trustee; or

(c) Cross-Default: (i) any other present or future indebtedness of the Issuer or any of
its Subsidiaries as defined in the Trust Deed for or in respect of moneys borrowed or
raised becomes (or becomes capable of being declared) due and payable prior to its
stated maturity by reason of any actual or potential default, event of default or the
like (howsoever described), or (ii) any such indebtedness is not paid when due or, as
the case may be, within the applicable grace period, or (iii) the Issuer or any of its
Subsidiaries fails to pay when due, unless payment is made within the applicable
grace period, any amount payable by it under any present or future guarantee for, or
indemnity in respect of, any moneys borrowed or raised provided that no event
described in this Condition 9(c) shall constitute an Event of Default unless the
aggregate amount of the relevant indebtedness, guarantees and indemnities in
respect of which one or more of the events mentioned above in this Condition 9(c)
have occurred at any time equals or exceeds (either individually or in aggregate)
US$25,000,000 or its equivalent (on the basis of the middle spot rate for the relevant
currency against the U.S. dollar as quoted by any leading bank on the day on which
this paragraph operates); or
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(d)

(e)

(f)

(g)

(h)

Enforcement Proceedings: a distress, attachment, execution after final judgment by
a court of competent jurisdiction or other legal process is levied, enforced or sued
out on or against any part of the property, assets or revenues of the Issuer or any of
its Principal Subsidiaries and is not discharged or stayed within 30 days; or

Security Enforced: any mortgage, charge, pledge, lien or other encumbrance,
present or future, created or assumed by the Issuer or any of its Principal
Subsidiaries over a substantial part of the assets of the Issuer or the relevant
Principal Subsidiaries, as the case may be, becomes enforceable pursuant to a final
judgment by a court of competent jurisdiction and any step is taken to enforce it
(including the taking of possession or the appointment of a receiver, manager or
other similar person) and such judgment is not discharged within 45 days, provided
that no event described in this Condition 9(e) shall constitute an Event of Default
unless the aggregate amount of the relevant assets in respect of which one or more of
the events mentioned above in this Condition 9(e) have occurred at any time equals
or exceeds (either individually or in aggregate) US$25,000,000; or its equivalent (on
the basis of the middle spot rate for the relevant currency against the U.S. dollar as
quoted by any leading bank on the day on which this Condition 9(e) operates); or

Insolvency: the Issuer or any of its Principal Subsidiaries is (or is, or could be,
deemed by law or a court of competent jurisdiction to be) insolvent or bankrupt or
unable to pay its debts, stops, suspends or threatens to stop or suspend payment of
all or a substantial part of its debts, proposes or makes a general assignment or an
arrangement or composition with or for the benefit of the relevant creditors in
respect of any of such debts or a moratorium is agreed or declared in respect of or
affecting all or a substantial part of (or of a particular type of) the debts of the Issuer
or any of its Principal Subsidiaries; or

Winding-up: an order is made by any court of competent jurisdiction or an effective
resolution passed for the winding-up or dissolution of the Issuer or any of its
Principal Subsidiaries, or the Issuer ceases or threatens to cease to carry on all or
substantially all of its business or operations, except for the purpose of and followed
by a reconstruction, amalgamation, reorganisation, merger or consolidation (i) on
terms approved by the Trustee acting on an Extraordinary Resolution of the
Bondholders, or (ii) in the case of a Principal Subsidiary, whereby the undertaking
and assets of the Principal Subsidiary are transferred to or otherwise vested in the
Issuer or another of its Principal Subsidiaries; or

Authorisation and Consents: any action, condition or thing (including the
obtaining or effecting of any necessary consent, approval, authorisation, exemption,
filing, licence, order, recording or registration) at any time required to be taken,
fulfilled or done in order (i) to enable the Issuer to lawfully to enter into, exercise
their respective rights and perform and comply with its obligations under the Bonds
and the Trust Deed, (ii) to ensure that those obligations are legally binding and
enforceable and (iii) to make the Bonds and the Trust Deed admissible in evidence in
the courts of England is not taken, fulfilled or done; or

Illegality: it is or will become unlawful for the Issuer to perform or comply with any
one or more of its obligations under any of the Bonds and/or the Trust Deed; or
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(j) Analogous Events: any event occurs which under the laws of any relevant
jurisdiction has an analogous effect to any of the events referred to in any of the
foregoing paragraphs (f) and (g) of this Condition 9.

Prescription

Claims against the Issuer for payment in respect of the Bonds shall be prescribed and
become void unless made within 10 years (in the case of principal or premium (if any)) or
five years (in the case of interest) from the appropriate Relevant Date in respect of them.

Replacement of Certificates

If any Certificate is lost, stolen, mutilated, defaced or destroyed, it may be replaced,
subject to applicable laws, regulations or other relevant regulatory authority regulations,
at the specified office of the Registrar or such other Transfer Agent as may from time to
time be designated by the Issuer for that purpose and notice of whose designation is given
to Bondholders in accordance with Condition 16, in each case on payment by the
claimant of the fees and costs incurred in connection therewith and on such terms as to
evidence, security, indemnity and otherwise as the Issuer may require (provided that the
requirement is reasonable in light of prevailing market practice). Mutilated or defaced
Certificates must be surrendered before replacements will be issued.

Meetings of Bondholders, Modification and Waiver

(a) Meetings of Bondholders: The Trust Deed contains provisions for convening
meetings of the Bondholders, to consider any matters affecting their interests,
including, without limitation, the sanctioning by Extraordinary Resolution of a
modification of any of these Conditions or any provisions of the Trust Deed. Such a
meeting may be convened by the Trustee or the Issuer and shall be convened by the
Trustee upon request in writing from Bondholders holding not less than 10 per cent.
in aggregate principal amount of the Bonds for the time being outstanding and
subject to the Trustee being indemnified and/or secured and/or pre-funded to its
satisfaction against all costs and expenses. The quorum for any meeting convened to
consider an Extraordinary Resolution will be two or more persons holding or
representing at least 50 per cent. in principal amount of the Bonds for the time being
outstanding, or at any adjourned meeting two or more persons being or representing
Bondholders whatever the principal amount of the Bonds held or represented, unless
the business of such meeting includes the modification or abrogation of certain of
the provisions of these Conditions and certain of the provisions of the Trust Deed,
including consideration of proposals, inter alia, (i) to modify the maturity of the
Bonds or the dates on which interest is payable in respect of the Bonds, (ii) to reduce
or cancel the principal amount of, or interest on, the Bonds, (iii) to change the
currency of payment of the Bonds, or (iv) to modify the provisions concerning the
quorum required at any meeting of Bondholders or the majority required to pass an
Extraordinary Resolution, in which case the necessary quorum will be two or more
persons holding or representing not less than 75 per cent., or at any adjourned
meeting not less than 25 per cent., in principal amount of the Bonds for the time
being outstanding. Any Extraordinary Resolution duly passed shall be binding on
Bondholders (whether or not they were present at the meeting at which such
resolution was passed).

105



The Trust Deed provides that a resolution (A) in writing signed by or on behalf of
the holders of not less than 75 per cent. in principal amount of the Bonds for the
time being outstanding or (B) passed by Electronic Consent (as defined in the Trust
Deed) shall for all purposes be as valid and effective as an Extraordinary Resolution
passed at a meeting of Bondholders duly convened and held. Such a resolution in
writing may be contained in one document or several documents in the same form,
each signed by or on behalf of one or more Bondholders. A resolution passed in
writing will be binding on all Bondholders whether or not they participated in such
written resolution.

(b) Modification of the Trust Deed: The Trustee may (but shall not be obliged to)
agree, without the consent of the Bondholders, to (i) any modification of any of
these Conditions or any of the provisions of the Trust Deed, the Agency Agreement
and the Bonds that is in its opinion of a formal, minor or technical nature or is made
to correct a manifest error or to comply with any mandatory provision of law, and
(i1) any other modification (except as mentioned in the Trust Deed), and any waiver
or authorisation of any breach or proposed breach by the Issuer, of any of these
Conditions or any of the provisions of the Trust Deed or the Agency Agreement that
is in the opinion of the Trustee not materially prejudicial to the interests of the
Bondholders. Any such modification, authorisation or waiver shall be binding on the
Bondholders and, if the Trustee so requires, such modification shall be notified to
the Bondholders as soon as practicable in accordance with Condition 16.

(c) Entitlement of the Trustee: In connection with the exercise of its functions, rights,
powers and/or discretions (including but not limited to those referred to in this
Condition 12) the Trustee shall have regard to the interests of the Bondholders as a
class and shall not have regard to the consequences of such exercise for individual
Bondholders and the Trustee shall not be entitled to require on behalf of any
Bondholder, nor shall any Bondholder be entitled to claim, from the Issuer or the
Trustee any indemnification or payment in respect of any tax consequence of any
such exercise upon individual Bondholders.

13 Enforcement

At any time after the Bonds become due and payable, the Trustee may, at its discretion
and without further notice, take such steps and/or actions and/or institute such
proceedings against the Issuer as it may think fit to enforce the terms of the Trust Deed,
the Agency Agreement and/or the Bonds, but it need not take any such steps and/or
actions and/or institute such proceedings unless (a) it shall have been so directed by an
Extraordinary Resolution or so requested in writing by Bondholders holding at least 25
per cent. in principal amount of the Bonds then outstanding, and (b) it shall have been
indemnified and/or secured and/or pre-funded to its satisfaction. No Bondholder may
proceed directly against the Issuer unless the Trustee, having become bound so to
proceed, fails to do so within a reasonable time and such failure is continuing.
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Indemnification of the Trustee

The Trust Deed contains provisions for the indemnification of the Trustee and for its
relief from responsibility. The Trustee is entitled to enter into business transactions with
the Issuer and any entity related (directly or indirectly) to the Issuer without accounting
for any profit.

Neither of the Trustee nor any Agent shall be liable to any Bondholder, the Issuer or any
other person for any action taken by the Trustee or such Agent in accordance with the
instructions, direction or request of the Bondholders. The Trustee shall be entitled to rely
on any instruction, direction, request or resolution of Bondholders given by Bondholders
holding the requisite principal amount of Bonds outstanding or passed at a meeting of
Bondholders convened and held in accordance with the Trust Deed.

Neither the Trustee nor any of the Agents shall have any obligation to monitor
compliance with the provisions of the Trust Deed, the Agency Agreement or these
Conditions or to monitor or take any steps to ascertain whether an Event of Default or a
Potential Event of Default or a Change of Control or any event which could lead to the
occurrence of a Change of Control has occurred, and shall not be liable to the
Bondholders or any other person for not doing so.

None of the Trustee or any of the Agents shall be responsible for the performance by the
Issuer and/or any other person appointed by the Issuer in relation to the Bonds, of the
duties and obligations on their part expressed in respect of the same and, unless it has
written notice from the Issuer to the contrary, the Trustee and each Agent shall be entitled
to assume that the same are being duly performed.

Whenever the Trustee is required or entitled by the terms of the Trust Deed, the Agency
Agreement or these Conditions to exercise any discretion or power, take any action, make
any decision or give any direction, the Trustee is entitled, prior to its exercising any such
discretion or power, taking any such action, making any such decision, or giving any such
direction, to seek directions from the Bondholders by way of an Extraordinary
Resolution, and the Trustee shall not be responsible for any loss or liability incurred by
the Issuer, the Bondholders or any other person as a result of any delay in it exercising
such discretion or power, taking such action, making such decision, or giving such
direction where the Trustee is seeking such directions from the Bondholders or in the
event that no such directions sought are not provided or received from the Bondholders.

The Trustee may rely without liability to the Issuer, the Bondholders or any other person
on any report, confirmation, information or certificate or any advice or opinion of any
accountants, auditors, lawyers, valuers, auctioneers, surveyors, brokers, financial
advisers, financial institution or any other expert, whether or not obtained by or
addressed to it and whether their liability in relation thereto is limited (by its terms or by
any engagement letter relating thereto entered into by the Trustee or any other person or
in any other manner) by reference to a monetary cap, methodology or otherwise. The
Trustee may accept and shall be entitled to rely on any such report, confirmation,
information, opinion or certificate or advice and such report, confirmation, information,
opinion or certificate or advice shall be binding on the Issuer and the Bondholders.
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Each Bondholder shall be solely responsible for making and continuing to make its own
independent appraisal of, and investigation into, the financial condition,
creditworthiness, condition, affairs, status and nature of the Issuer or its respective
Subsidiaries, and the Trustee shall not at any time have any responsibility for the same
and no Bondholder shall rely on the Trustee in respect thereof.

Further Issues

The Issuer may from time to time without the consent of the Bondholders create and issue
further bonds either having the same terms and conditions as the Bonds in all respects (or
in all respects except for the issue date, first payment of interest on them and the timing
for registering and completing the Post-Issuance Filing) and so that such further issue
shall be consolidated and form a single series with the outstanding bonds of any series
(including the Bonds) or upon such terms as the Issuer may determine at the time of their
issue. References in these Conditions to the Bonds include (unless the context requires
otherwise) any other bonds issued pursuant to this Condition and forming a single series
with the Bonds. Any further bonds forming a single series with the outstanding bonds of
any series (including the Bonds) constituted by the Trust Deed or any deed supplemental
to it shall, and any other bonds may (with the consent of the Trustee), be constituted by a
deed supplemental to the Trust Deed. The Trust Deed contains provisions for convening a
single meeting of the Bondholders and the holders of bonds of other series where the
Trustee so decides.

Notices

All notices to the holders of Bonds shall be valid if (i) mailed to them at their respective
addresses in the Register and deemed to have been given on the fourth weekday (being a
day other than a Saturday or a Sunday) after the date of mailing or (ii) published in a
leading newspaper having general circulating in Hong Kong or, if such publication shall
not be practicable, in a daily newspaper with general circulation in Asia. It is expected
that such publication will normally be made in The Wall Street Journal Asia. The Issuer
shall also ensure that notices are duly published in a manner that complies with the rules
and regulations of any stock exchange or other relevant authority on which the Bonds are
for the time being listed. Any such notice shall be deemed to have been given on the date
of such publication or, if published more than once, on the first date on which publication
is made.

So long as the Bonds are represented by the Global Certificate and the Global Certificate
is held by or on behalf of Euroclear Bank SA/NV or Clearstream Banking S.A. or the
Alternative Clearing System (as defined in The Global Certificate), notices to the
Bondholders shall be validly given by the delivery of the relevant notice to Euroclear
Bank SA/NV or Clearstream Banking S.A. or the Alternative Clearing System, for
communication by it to entitled accountholders in substitution for notification as required
by these Conditions and shall be deemed to have been given on the date of delivery to
such clearing system.
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No person shall have any right to enforce any term or condition of the Bonds under the
Contracts (Rights of Third Parties) Act 1999 except and to the extent (if any) that the
Bonds expressly provide for such Act to apply to any of their terms.

Governing Law and Jurisdiction

(a)

(b)

()

(d)

Governing Law: The Trust Deed, the Agency Agreement and the Bonds and any
non-contractual obligations arising out of or in connection with them are governed
by, and shall be construed in accordance with, English law.

Jurisdiction: The Issuer irrevocably agrees that the courts of Hong Kong are to have
exclusive jurisdiction to settle any disputes which may arise out of or in connection
with the Bonds, The Trust Deed, the Agency Agreement (including a dispute relating
to any non-contractual obligations arising out of or in connection with the Bonds,
the Trust Deed, the Agency Agreement) and accordingly submits to the jurisdiction
of the Hong Kong courts. The Issuer waives any objection to the courts of Hong
Kong whether on the ground of venue or on the ground that the Proceedings have
been brought in an inconvenient forum.

Service of Process: The Issuer irrevocably agrees to receive service at its usual
business address at Room A, 32nd Floor, COFCO Tower, 262 Gloucester Road,
Causeway Bay, Hong Kong. Nothing in this Condition 18(c) shall affect the right to
serve process in any other manner permitted by law.

Waiver of Immunity: The Issuer hereby waives any right to claim sovereign, crown,
state or other immunity from jurisdiction or execution and any similar defence, and
irrevocably consents to the giving of any relief or the issue of any process,
including, without limitation, the making, enforcement or execution against any
property whatsoever (irrespective of its use or intended use) of any order or
judgment made or given in connection with any proceedings.
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THE GLOBAL CERTIFICATE

The Global Certificate contains provisions which apply to the Bonds in respect of which the
Global Certificate is issued, some of which modify the effect of the Conditions set out in this
offering circular. Terms defined in the Conditions have the same meaning in the paragraphs
below. The following is a summary of those provisions:

The Bonds will initially be represented by a Global Certificate which will be registered in the
name of a nominee of, and deposited on or about the Issue Date with, a common depositary on
behalf of Euroclear and Clearstream.

Payment

So long as the Bonds are represented by the Global Certificate, the Issuer will, for value
received, promise to pay the amount payable upon redemption under the Conditions in respect
of the Bonds on the Maturity Date (or on such earlier date as the amount payable upon
redemption under the Conditions may become repayable in accordance with the Conditions),
and interest in respect of such Bonds from the Issue Date in arrear at the rates, on the dates for
payment, and in accordance with the method of calculation provided for in the Conditions,
save that the calculation is made in respect of the total aggregate amount of the Bonds
represented by the Global Certificate, together with such other sums and additional amounts
(if any) as may be payable under the Conditions, in accordance with the Conditions.

Each payment will be made to, or to the order of, the person whose name is entered on the
register at the close of business on the record date which shall be the Clearing System
Business Day immediately prior to the date for payment, where “Clearing System Business
Day” means a weekday (Monday to Friday, inclusive) except 25 December and 1 January.

Meetings

For the purposes of any meeting of Bondholders, the holder of the Bonds represented by the
Global Certificate shall (unless the Global Certificate represents only one Bond) be treated as
two persons for the purposes of any quorum requirements of a meeting of Bondholders and as
being entitled to one vote in respect of each US$1,000 for which the Global Certificate is
issued.

Cancellation
Cancellation of any Bond represented by the Global Certificate will be effected by a reduction
in the principal amount of the Bonds in the register of Bondholders and the Global Certificate

on its presentation to or to the order of the registrar for annotation (for information only) in its
schedule.
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Trustee’s Powers

In considering the interests of Bondholders while the Global Certificate is registered in the
name of a nominee for a clearing system, the Trustee may, to the extent it considers it
appropriate to do so in the circumstances, but without being obligated to do so, (a) have regard
to any information as may have been made available to it by or on behalf of the relevant
clearing system or its operator as to the identity of its accountholders (either individually or by
way of category) with entitlements in respect of the Bonds and (b) consider such interests on
the basis that such accountholders were the holders of the Bonds in respect of which the
Global Certificate is issued.

Notices

So long as the Bonds are represented by the Global Certificate and the Global Certificate is
held on behalf of Euroclear or Clearstream or any Alternative Clearing System, notices to
holders of the Bonds shall be given by delivery of the relevant notice to Euroclear or
Clearstream or such Alternative Clearing System, for communication by it to accountholders
entitled to an interest in the Bonds in substitution for notification as required by the
Conditions of the Bonds.

Bondholder’s Redemption

The Bondholder’s redemption option in Condition may be exercised by the holder of the
Global Certificate giving notice to the Principal Agent of the principal amount of Bonds in
respect of which the option is exercised within the time limits specified in the Conditions.

Redemption at the Option of the Issuer

The option of the Issuer provided for in Conditions 8(b) and 8(d) shall be exercised by the
Issuer giving notice to the Bondholders within the time limits set out in and containing the
information required by the relevant Conditions.

Exchange of Bonds Represented by Global Certificates

Certificates in definitive form for individual holdings of Bonds will not be issued in exchange
for interests in Bonds in respect of which the Global Certificate is issued, except if either
Euroclear or Clearstream (or any alternative clearing system on behalf of which the Bonds
evidenced by the Global Certificate may be held) is closed for business for a continuous period
of 14 days (other than by reason of holidays, statutory or otherwise) or announces an intention
permanently to cease business or does in fact do so.

Transfers
Transfers of interests in the Bonds will be effected through the records of Euroclear and
Clearstream (or any Alternative Clearing System) and their respective participants in

accordance with the rules and procedures of Euroclear and Clearstream (or any Alternative
Clearing System) and their respective direct and indirect participants.
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SUBSCRIPTION AND SALE

The Issuer has entered into a subscription agreement with Barclays Bank PLC, Citigroup
Global Markets Limited, DBS Bank Ltd., J.P. Morgan Securities plc, China International
Capital Corporation Hong Kong Securities Limited, Cooperatieve Rabobank U.A., Hong Kong
Branch and CMB International Capital Limited as the Joint Lead Managers dated 7 July 2021
(the “Subscription Agreement”) pursuant to which, and subject to certain conditions
contained in the Subscription Agreement, the Issuer has agreed to sell to the Joint Lead
Managers, and the Joint Lead Managers have agreed to severally, but not jointly, subscribe and
pay for the aggregate principal amount of the Bonds set forth opposite its name below:

Principal Amount of

Managers the Bonds
Barclays Bank PLC . . . ... ... . .. .. US$200,000,000
Citigroup Global Markets Limited . . . ... ........ ... ... ..... US$200,000,000
DBS Bank Ltd. . . . ... ... . US$25,000,000
J.P. Morgan Securities plc. . . . ... ... .. . US$25,000,000
China International Capital Corporation Hong Kong US$25,000,000
Securities Limited . .. .. ... .. ... .. .
Cooperatieve Rabobank U.A., Hong Kong Branch . .............. US$12,500,000
CMB International Capital Limited ... ...................... US$12,500,000
Total . . . .. ... US$500,000,000

The Subscription Agreement provides that the Issuer will indemnify the Joint Lead Managers
and their affiliates against certain liabilities in connection with the offer and sale of the Bonds.
The Subscription Agreement provides that the obligations of the Joint Lead Managers are
subject to certain conditions precedent and entitles the Joint Lead Managers to terminate it in
certain circumstances prior to payment being made to the Issuer.

In connection with the issue of the Bonds, any Joint Lead Manager acting as the stabilisation
manager (the “Stabilisation Manager”) or any person acting on behalf of the Stabilisation
Manager may, to the extent permitted by applicable laws and directives, over-allot the Bonds
or effect transactions with a view to supporting the price of the Bonds at a level higher than
that which might otherwise prevail, but in so doing, the Stabilisation Manager or any person
acting on behalf of the Stabilisation Manager shall act as principal and not as agent of the
Issuer. However, there is no assurance that the Stabilisation Manager or any person acting on
behalf of the Stabilisation Manager will undertake Stabilisation action. Any loss or profit
sustained as a consequence of any such overallotment or stabilisation shall be for the account
of the Joint Lead Managers in the manner agreed by them.

The Joint Lead Managers and their respective affiliates are full service financial institutions
engaged in various activities, which may include securities trading, commercial and
investment banking, financial advisory, investment management, principal investment,
hedging, financing and brokerage activities (“Banking Services or Transactions”). The Joint
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Lead Managers and their respective affiliates may have, from time to time, performed, and
may in the future perform, various Banking Services or Transactions with the Issuer for which
they have received, or will receive, fees and expenses.

In connection with the offering of the Bonds, the Joint Lead Managers and/or their respective
affiliates, or affiliates of the Issuer, may act as investors and place orders, receive allocations
and trade the Bonds for their own account and such orders, allocations or trading of the Bonds
may be material. Such entities may hold or sell such Bonds or purchase further Bonds for their
own account in the secondary market or deal in any other securities of the Issuer, and
therefore, they may offer or sell the Bonds or other securities otherwise than in connection
with the offering of the Bonds. Accordingly, references herein to the offering of the Bonds
should be read as including any offering of the Bonds to the Joint Lead Managers and/or their
respective affiliates, or affiliates of the Issuer as investors for their own account. Such entities
are not expected to disclose such transactions or the extent of any such investment, otherwise
than in accordance with any applicable legal or regulatory requirements. If such transactions
occur, the trading price and liquidity of the Bonds may be impacted.

Furthermore, it is possible that a significant proportion of the Bonds may be initially allocated
to, and subsequently held by, a limited number of investors. If this is the case, the trading price
and liquidity of trading in the Bonds may be constrained. The Issuer and the Joint Lead
Managers are under no obligation to disclose the extent of the distribution of the Bonds
amongst individual investors, otherwise than in accordance with any applicable legal or
regulatory requirements.

In the ordinary course of their various business activities, the Joint Lead Managers and their
respective affiliates make or hold a broad array of investments and actively trade debt and
equity securities (or related derivative securities) and financial instruments (including bank
loans) for their own account and for the accounts of their customers, and may at any time hold
long and short positions in such securities and instruments. Such investment and securities
activities may involve securities and instruments of the Issuer, including the Bonds and could
adversely affect the trading price and liquidity of the Bonds. The Joint Lead Managers and
their affiliates may make investment recommendations and/or publish or express independent
research views (positive or negative) in respect of the Bonds or other financial instruments of
the Issuer, and may recommend to their clients that they acquire long and/or short positions in
the Bonds or other financial instruments of the Issuer.

GENERAL

The distribution of this Offering Circular or any offering material and the offering, sale or
delivery of the Bonds is restricted by law in certain jurisdictions. Therefore, persons who may
come into possession of this Offering Circular or any offering material are advised to consult
with their own legal advisers as to what restrictions may be applicable to them and to observe
such restrictions. This Offering Circular may not be used for the purpose of an offer or
invitation in any circumstances in which such offer or invitation is not authorised. No action
has been taken or will be taken in any jurisdiction that would permit a public offering of the
Bonds, or possession or distribution of this Offering Circular or any amendment or supplement
thereto or any other offering or publicity material relating to the Bonds, in any country or
jurisdiction where action for that purpose is required.
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UNITED STATES

The Bonds have not been and will not be registered under the U.S. Securities Act of 1933 (the
“Securities Act”) and, subject to certain exceptions, may not be offered or sold within the
United States.

The Bonds are being offered and sold outside of the United States in reliance on Regulation S.

In addition, until 40 days after the commencement of the offering of the Bonds, an offer or
sale of the Bonds within the United States by any dealer (whether or not participating in the
offering) may violate the registration requirements of the Securities Act.

PROHIBITION OF SALES TO EEA RETAIL INVESTORS

Each Joint Lead Manager has represented and agreed that it has not offered, sold or otherwise
made available and will not offer, sell or otherwise make available any Bonds which are the
subject of the offering contemplated by this Offering Circular in relation thereto to any retail
investor in the European Economic Area. For the purposes of this provision, the expression
“retail investor” means a person who is one (or more) of the following:

(a) a retail client as defined in point (11) of Article 4(1) of Directive 2014/65/EU (as
amended, “MiFID II"); or

(b) a customer within the meaning of Directive (EU) 2016/97 (the “Insurance Distribution
Directive”), where that customer would not qualify as a professional client as defined in
point (10) of Article 4(1) of MiFID II.

PROHIBITION OF SALES TO UK RETAIL INVESTORS

Each Joint Lead Manager has represented and agreed that it has not offered, sold or otherwise
made available and will not offer, sell or otherwise make available any Bonds which are the
subject of the offering contemplated by this Offering Circular in relation thereto to any retail
investor in the United Kingdom. For the purposes of this provision, the expression “retail
investor” means a person who is one (or more) of the following:

(a) a retail client, as defined in point (8) of Article 2 of Regulation (EU) No 2017/565 as it
forms part of domestic law by virtue of the European Union (Withdrawal) Act 2018
(“EUWA”); or

(b) a customer within the meaning of the provisions of the Financial Services and Markets
Act 2000 (the “FSMA”) and any rules or regulations made under the FSMA to implement
Directive (EU) 2016/97, where that customer would not qualify as a professional client,
as defined in point (8) of Article 2(1) of Regulation (EU) No 600/2014 as it forms part of
domestic law by virtue of the EUWA.
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UNITED KINGDOM
Each Joint Lead Manager has represented and agreed that:

(a) it has only communicated or caused to be communicated, and will only communicate or
cause to be communicated an invitation or inducement to engage in investment activity
(within the meaning of Section 21 of the Financial Services and Markets Act 2000 (the
“FSMA”)) received by it in connection with the issue or sale of the Bonds in
circumstances in which Section 21(1) of the FSMA does not apply to the Issuer; and

(b) it has complied and will comply with all applicable provisions of the FSMA with respect
to anything done by it in relation to the Bonds in, from or otherwise involving the United
Kingdom.

HONG KONG
Each Joint Lead Manager has represented and agreed that:

(a) it has not offered or sold and will not offer or sell in Hong Kong, by means of any
document, any Bonds other than (i) to “professional investors” as defined in the
Securities and Futures Ordinance (Cap. 571) of Hong Kong (the “SFO”) and any rules
made under the SFO; or (ii) in other circumstances which do not result in the document
being a “prospectus” as defined in the Companies (Winding Up and Miscellaneous
Provisions) Ordinance (Cap. 32) of Hong Kong (the “C(WUMP)O”) or which do not
constitute an offer to the public within the meaning of the CC(WUMP)O; and

(b) it has not issued or had in its possession for the purposes of issue, and will not issue or
have in its possession for the purposes of issue, whether in Hong Kong or elsewhere, any
advertisement, invitation or document relating to the Bonds, which is directed at, or the
contents of which are likely to be accessed or read by, the public of Hong Kong (except if
permitted to do so under the securities laws of Hong Kong) other than with respect to
Bonds which are or are intended to be disposed of only to persons outside Hong Kong or
only to “professional investors” as defined in the SFO and any rules made under the SFO.

PRC

Each Joint Lead Manager has represented and agreed that the Bonds are not being offered or
sold and may not be offered or sold, directly or indirectly, in the People’s Republic of China
(for such purposes, not including the Hong Kong and Macau Special Administrative Regions
or Taiwan), except as permitted by applicable laws of the People’s Republic of China.

SINGAPORE

Each Joint Lead Manager has acknowledged that this Offering Circular has not been registered
as a prospectus with the Monetary Authority of Singapore. Accordingly, each Joint Lead
Manager has represented and agreed that it has not offered or sold any Bonds or caused the
Bonds to be made the subject of an invitation for subscription or purchase and will not offer or
sell any Bonds or cause the Bonds to be made the subject of an invitation for subscription or
purchase, and has not circulated or distributed, nor will it circulate or distribute, this Offering
Circular or any other document or material in connection with the offer or sale, or invitation
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for subscription or purchase, of the Bonds, whether directly or indirectly, to any person in
Singapore other than (i) to an institutional investor (as defined in Section 4A of the Securities
and Futures Act (Chapter 289) of Singapore, as modified or amended from time to time (the
“SFA”)) pursuant to Section 274 of the SFA, (ii) to a relevant person (as defined in Section
275(2) of the SFA) pursuant to Section 275(1) of the SFA, or any person pursuant to Section
275(1A) of the SFA, and in accordance with the conditions specified in Section 275 of the
SFA, or (iii) otherwise pursuant to, and in accordance with the conditions of, any other
applicable provision of the SFA.

Where the Bonds are subscribed or purchased under Section 275 of the SFA by a relevant
person which is:

(a) a corporation (which is not an accredited investor (as defined in Section 4A of the SFA))
the sole business of which is to hold investments and the entire share capital of which is
owned by one or more individuals, each of whom is an accredited investor; or

(b) a trust (where the trustee is not an accredited investor) whose sole purpose is to hold
investments and each beneficiary of the trust is an individual who is an accredited
investor,

securities or securities-based derivatives contracts (each term as defined in Section 2(1) of the
SFA) of that corporation or the beneficiaries’ rights and interest (howsoever described) in that
trust shall not be transferred within six months after that corporation or that trust has acquired
the Bonds pursuant to an offer made under Section 275 of the SFA except:

(i) to an institutional investor or to a relevant person, or to any person arising from an offer
referred to in Section 275(1A) or Section 276(4)(i)(B) of the SFA;

(i1) where no consideration is or will be given for the transfer;
(iii) where the transfer is by operation of law;
(iv) as specified in Section 276(7) of the SFA; or

(v) as specified in Regulation 37A of the Securities and Futures (Offers of Investments)
(Securities and Securities-based Derivatives Contracts) Regulations 2018.

Singapore SFA Product Classification: In connection with Section 309B of the SFA and the
Securities and Futures (Capital Markets Products) Regulations 2018 of Singapore (the "CMP
Regulations 2018 ), the Issuer has determined, and hereby notifies all relevant persons (as
defined in Section 309A(1) of the SFA), that the Bonds are ‘prescribed capital markets
products’ (as defined in the CMP Regulations 2018) and Excluded Investment Products (as
defined in MAS Notice SFA 04-N12: Notice on the Sale of Investment Products and MAS Notice
FAA-N16: Notice on Recommendations on Investment Products).
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JAPAN

Each Joint Lead Manager has represented and agreed that the Bonds have not been and will not
be registered under the Financial Instruments and Exchange Act of Japan (Act No. 25 of 1948,
as amended, the “Financial Instruments and Exchange Act”). Accordingly, each Joint Lead
Manager has represented and agreed that it has not, directly or indirectly, offered or sold and
will not, directly or indirectly, offer or sell any Bonds in Japan or to, or for the benefit of, any
resident of Japan (which term as used herein means any person resident in Japan, including
any corporation or other entity organised under the laws of Japan) or to others for re-offering
or re-sale, directly or indirectly, in Japan or to, or for the benefit of, any resident of Japan
except pursuant to an exemption from the registration requirements of, and otherwise in
compliance with, the Financial Instruments and Exchange Act and other relevant laws and
regulations of Japan.

CAYMAN ISLANDS

Each Joint Lead Manager has represented and agreed that the offer to sell the Bonds is private
and not intended for the public and, further that each Joint Lead Manager has not made and
will not make any invitation to the public or any member of the public in the Cayman Islands
to offer or sell the Bonds, and the Bonds may not be offered or sold, directly or indirectly, in
the Cayman Islands.
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TAXATION

The following summary of certain tax consequences of the purchase, ownership and
disposition of the Bonds is based upon applicable laws, regulations, rulings and decisions as
at the date of this Offering Circular, all of which are subject to change (possibly with
retroactive effect). This discussion does not purport to be a comprehensive description of all
the tax considerations that may be relevant to a decision to purchase, own or dispose of the
Bonds and does not purport to deal with consequences applicable to all categories of
investors, some of which may be subject to special rules. Persons considering the purchase of
the Bonds should consult their own tax advisors concerning the tax consequences of the
purchase, ownership and disposition of the Bonds, including such possible consequences
under the laws of their country of citizenship, residence or domicile.

PRC TAXATION

The following summary describes the principal PRC tax consequences of ownership of the
Bonds by beneficial owners who, or which, are not residents of mainland China for PRC tax
purposes. These beneficial owners are referred to as non-PRC holders of the Bonds in this
“Taxation — PRC Taxation” section. In considering whether to invest in the Bonds, investors
should consult their individual tax advisors with regard to the application of PRC tax laws to
their particular situations as well as any tax consequences arising under the laws of any other
tax jurisdiction.

Income Tax

The EIT Law which was amended on 29 December 2018, and its implementation regulations
which were revised on 23 April 2019 impose a withholding tax at the rate of 10% (subject to
any applicable tax treaty) on PRC-source income paid to a “non-resident enterprise” that does
not have an establishment or place of business in China or that has an establishment or place
of business in China but the relevant income is not effectively connected therewith. Pursuant
to these provisions of the EIT Law, in the event the Issuer is considered a PRC resident
enterprise by the PRC tax authorities, interest payable to non-resident enterprise holders of the
Bonds may be treated as income derived from sources within China and be subject to 10%
PRC withholding tax. Further, in accordance with the Individual Income Tax Law of the PRC
which was revised on 31 August 2018 and took effect on 1 January 2019 and its
implementation regulations which were revised on 18 December 2018 and took effect on 1
January 2019, any individual who has no domicile and does not live within the territory of the
PRC or who has no domicile but has lived within the territory of China for less than 183 days
shall be considered as non-resident individuals and pay individual income tax for any income
obtained within the PRC. If the Issuer is considered a PRC tax resident enterprise, interest
payable to non-resident individual holders of the Bonds may be treated as income derived from
sources within China and be subject to a 20% individual income tax, which may be withheld at
source. However, the tax so charged on interests paid on the Bonds to non-PRC resident
holders who or which are residents of Hong Kong (including enterprise holders and individual
holders) as defined under the arrangement between mainland China and Hong Kong for
purpose of the avoidance of double taxation will be 7% of the gross amount of the interest
pursuant to the arrangement between mainland China and Hong Kong and relevant
interpretation of the arrangement formulated by SAT.
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Under the EIT Law and its implementation rules, if the Issuer is determined to be a PRC
resident enterprise, any gains realised on the transfer of the Bonds by holders who are deemed
under the EIT Law as non-PRC resident enterprises may be subject to the EIT Law if such
gains are regarded as incomes derived from sources within the PRC. Under the EIT Law, a
“non-PRC resident enterprise” means an enterprise established under the laws of a jurisdiction
other than the PRC and whose actual administrative organisation is not in the PRC, which has
established offices or premises in the PRC, or which has not established any offices or
premises in the PRC but has obtained incomes derived from sources within the PRC. There
remains uncertainty as to whether the gains realised from the transfer of the Bonds would be
treated as incomes derived from sources within the PRC and be subject to PRC tax. This will
depend on how the PRC tax authorities interpret, apply or enforce the EIT Law and its
implementation rules.

Similarly, there remains uncertainty as to whether the gains realised from the transfer of the
Bonds would be treated as income obtained within the PRC and be subject to PRC tax.

If such gains are subject to PRC income tax, the 10% enterprise income tax rate and 20%
individual income tax rate, respectively, will apply unless there is an applicable tax treaty or
arrangement that reduces or exempts such income tax. The taxable income will be the balance
of the total income obtained from the transfer of the Bonds minus all costs and expenses that
are permitted under PRC tax laws to be deducted from the income. According to an
arrangement between the PRC and Hong Kong for avoidance of double taxation, holders of the
Bonds who are Hong Kong residents, including both enterprise holders and individual holders,
will be exempted from PRC income tax on capital gains derived from a sale or exchange of the
Bonds.

Value Added Tax

On 23 March 2016, MOF and SAT issued Circular 36, which introduced a new VAT from 1
May 2016. Under Circular 36, VAT is applicable where the entities or individuals provide
services within the PRC. The operating income generated from the provision of taxable sale of
services by entities and individuals, such as financial services, shall be subject to PRC VAT if
the seller or buyer of the services is within PRC. In the event that foreign entities or
individuals do not have a business establishment in the PRC, the purchaser of services shall
act as the withholding agent unless otherwise provided for by MOF and SAT. According to the
Explanatory Bonds to Sale of Services, Intangible Assets and Real Property attached to
Circular 36, financial services refer to the business activities of financial and insurance
operation, including loan processing services, financial services of direct charges, insurance
services and the transfer of financial instruments, and the VAT rate is 6 per cent.

Circular 36 further clarified that “loan services” refer to the activities of lending capital for
another’s use and receiving the interest income thereon. Based on such an interpretation, the
issuance of Bonds may be treated as the holders of the Bonds providing loans to the Company,
which thus shall be regarded as the provision of financial services. Accordingly, if the
Company is treated as a PRC tax resident and if PRC tax authorities take the view that the
holders of the Bonds are providing loans within the PRC, or if the interest component of the
amount payable by the Company to the holders of the Bonds is viewed as interest income
arising within the territory of the PRC, the holders of the Bonds shall be subject to the
value-added tax at the rate of 6% when receiving the interest payments under the Bonds. In
addition, the holders of the Bonds shall be subject to the local levies at approximately 12% of
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the value-added tax payment and consequently, the combined rate of value-added tax and local
levies would be around 6.72%. Given that the Company pays interest income to the holders of
the Bonds who are located outside of the PRC, the Company, acting as the obligatory
withholder in accordance with applicable law, shall withhold the value-added tax and local
levies from the payment of interest income to holders of the Bonds who are located outside of
the PRC.

Where a holder of the Bonds who is an entity or individual located outside of the PRC resells
the Bonds to an entity or individual located outside of the PRC and derives any gain, since
neither the service provider nor the service recipient is located in the PRC, theoretically
Circular 36 does not apply and the Company does not have the obligation to withhold the
value-added tax or the local levies. However, there is uncertainty as to the applicability of VAT
if either the seller or buyer of Bonds is located inside the PRC. Circular 36 together with other
laws and regulations pertaining to VAT are relatively new, the interpretation and enforcement
of such laws and regulations involve uncertainties.

Stamp Duty

No PRC stamp duty will be imposed on non-PRC holders either upon the issuance of the
Bonds or upon a subsequent transfer of the Bonds to the extent that the register of holders of
the Bonds is maintained outside of the PRC and the issuance and the sale of the Bonds is made
outside of the PRC.

HONG KONG

Withholding Tax

No withholding tax is payable in Hong Kong in respect of payments of principal or interest on
the Bonds or in respect of any capital gains arising from the sale of the Bonds.

Profits Tax

Hong Kong profits tax is chargeable on every person carrying on a trade, profession or
business in Hong Kong in respect of profits arising in or derived from Hong Kong from such
trade, profession or business (excluding profits arising from the sale of capital assets).

Interest on the Bonds may be deemed to be profits arising in or derived from Hong Kong from
a trade, profession or business carried on in Hong Kong in the following circumstances:

(i) interest on the Bonds is derived from Hong Kong and is received by or accrues to a
corporation carrying on a trade, profession or business in Hong Kong;

(ii) interest on the Bonds is derived from Hong Kong and is received by or accrues to a
person, other than a corporation, carrying on a trade, profession or business in Hong
Kong and is in respect of the funds of that trade, profession or business;

(ii1) interest on the Bonds is received by or accrues to a financial institution (as defined in the

Inland Revenue Ordinance (Cap. 112) of Hong Kong (the “IR0O”)) and arises through or
from the carrying on by the financial institution of its business in Hong Kong; or
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(iv) interest on the Bonds is received by or accrues to a corporation, other than a financial
institution, and arises through or from the carrying on in Hong Kong by the corporation
of its intra-group financing business (within the meaning of section 16(3) of the IRO).

Sums received by or accrued to a financial institution by way of gains or profits arising
through or from the carrying on by the financial institution of its business in Hong Kong from
the sale, disposal and redemption of Bonds will be subject to Hong Kong profits tax. Sums
received by or accrued to a corporation, other than a financial institution, by way of gains or
profits arising through or from the carrying on in Hong Kong by the corporation of its
intra-group financing business (within the meaning of section 16(3) of the IRO) from the sale,
disposal or other redemption of Bonds will be subject to Hong Kong profits tax.

Sums derived from the sale, disposal or redemption of the Bonds will be subject to Hong Kong
profits tax where received by or accrued to a person, other than a financial institution, who
carries on a trade, profession or business in Hong Kong and the sum has a Hong Kong source,
unless otherwise exempted. The source of such sums will generally be determined by having
regard to the manner in which the Bonds are acquired and disposed of.

In certain circumstances, Hong Kong profits tax exemptions (such as concessionary tax rates)
may be available. Investors are advised to consult their own tax advisors to ascertain the
applicability of any exemptions to their individual position.

Stamp Duty

No Hong Kong stamp duty will be chargeable upon the issue or transfer of a Bond.

CAYMAN ISLANDS

Under Existing Cayman Islands Laws, payments of interest and principal on the Bonds will
not be subject to taxation in the Cayman Islands and no withholding will be required on the
payment of interest and principal to any holder of the Bonds, nor will gains derived from the
disposal of the Bonds be subject to Cayman Islands income or corporation tax. The Cayman
Islands currently has no income, corporation or capital gains tax and no estate duty,

inheritance tax or gift tax.

No stamp duty is payable in respect of the issue of the Bonds. The Bonds themselves will be
stampable if they are executed in or brought into the Cayman Islands.
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GENERAL INFORMATION

Clearing Systems: The Bonds have been accepted for clearance through Euroclear and
Clearstream under the Common Code Number 235551772 and the International
Securities Identification Number for the Bonds is XS2355517728.

Authorisations: The Company has obtained all necessary consents, approvals and
authorisations in connection with the issue of and performance of their obligations under
the Bonds, the Trust Deed and the Agency Agreement. The issue of the Bonds was
authorised by a resolution of the board of directors of the Company passed on 2 July
2021.

No Material Adverse Change: Save as disclosed in this Offering Circular, there has been
no material adverse change since 31 December 2020 in the financial or trading position,
prospects or results of operations of the Company or the Group.

Litigation: Neither of the Company nor any member of the Group is currently involved in
any litigation, disputes or arbitration proceedings which are material in the context of the
issue of the Bonds or which could have a material and adverse effect on the business,
results of operations and financial condition of the Company or the Group. The Company
is not aware of any such litigation, disputes or arbitration proceedings that are currently
pending or threatened.

Listing of the Bonds: Application will be made to the Hong Kong Stock Exchange for
the listing of, and permission to deal in, the Bonds by way of debt issue to Professional
Investors only and such permission is expected to be effective on or about 15 July 2021.

Available Documents: Copies of the annual reports of the Company as at and for the
years ended 31 December 2019 and 2020, as well as the Trust Deed and the Agency
Agreement will be available for inspection during normal business hours from the Issue
Date at the principal place of business of the Trustee (being, at the date of this Offering
Circular, 20th Floor, Citi Tower, One Bay East, 83 Hoi Bun Road, Kwun Tong, Kowloon,
Hong Kong) or at the specified office of the Principal Paying Agent following prior
written request and proof of holding and identity satisfactory to the Trustee or, as the case
may be, the Principal Paying Agent, so long as any of the Bonds is outstanding. Copies of
the annual reports of the Company as at and for the years ended 31 December 2019 and
2020 are also available on the website of the Stock Exchange at www.hkexnews.hk.
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Annual Report 2020 « ZZBZZFFH

INDEPENDENT AUDITOR'S REPORT

TO THE MEMBERS OF CHINA MODERN DAIRY HOLDINGS LTD.
(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of China
Modern Dairy Holdings Ltd. (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 104
to 254, which comprise the consolidated statement of financial
position as at 31 December 2020, and the consolidated statement
of profit or loss and other comprehensive income, consolidated
statement of changes in equity and consolidated statement of
cash flows for the year then ended, and notes to the consolidated
financial statements, including a summary of significant accounting
policies.

In our opinion, the consolidated financial statements give a true
and fair view of the consolidated financial position of the Group as
at 31 December 2020, and of its consolidated financial performance
and its consolidated cash flows for the year then ended in
accordance with International Financial Reporting Standards
("IFRSs") issued by the International Accounting Standards Board
("IASB") and have been properly prepared in compliance with the
disclosure requirements of the Hong Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards
on Auditing ("HKSAs") issued by the Hong Kong Institute of
Certified Public Accountants ("HKICPA"). Our responsibilities
under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Consolidated Financial
Statements section of our report. We are independent of the Group
in accordance with the HKICPA’s Code of Ethics for Professional
Accountants (the “Code”), and we have fulfilled our other ethical
responsibilities in accordance with the Code. We believe that the
audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgment, were of most significance in our audit of the
consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on
these matters.
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China Modern Dairy Holdings Ltd. ¢ FEIRAHEZRER AR

INDEPENDENT AUDITOR’S REPORT
8 M % BUED RS

KEY AUDIT MATTERS (continued)

Key audit matter
ARERER

HAREEREEw

How our audit addressed the key audit matter

EMEERTEERREREENS X

Fair value of milkable cows

PEATE

We identified the fair value of milkable cows as a key
audit matter due to the significance of the balance on the
consolidated statement of financial position at 31 December
2020 and the significant degree of estimates made by the
management in determining such fair values.

The Group reported milkable cows of Renminbi (“RMB”) 5,084
million as at 31 December 2020. These biological assets are
measured at fair value less costs to sell at the end of each
reporting period.

As disclosed in Notes 5 and 40 to the consolidated financial
statements, fair values of milkable cows are determined by
using the multi-period excess earnings method, which is based
on the discounted future cash flows to be generated by such
milkable cows. The management’s estimation is primarily based
on the discount rate, the estimated future market price of raw
milk, the estimated average daily milk yield at each lactation
cycle and the estimated feed costs per kilogram ("kg"”) of raw
milk. The management has engaged an independent valuer to
assist it in assessing the fair values of milkable cows.

Details of milkable cows and the related estimation uncertainty
on their fair value are set out in Notes 5, 21 and 40 to the
consolidated financial statements.
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Our procedures in relation to the fair value of
milkable cows included:

o Testing the Group's relevant internal
controls over the fair value determination of
milkable cows;

o Evaluating the independent valuer’s
objectivity, qualifications and competence;

o Involving our internal valuation specialists to
assess the appropriateness of the valuation
methodologies and the reasonableness of
the discount rate applied; and

o Assessing the reasonableness of the key
assumptions, including the estimated future
market price of raw milk, the estimated
average daily milk yield at each lactation
cycle and the estimated feed costs per kg
of raw milk by comparing to historical and
industry data.
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KEY AU DIT MATTERS (continued)

Key audit matter
ERELER

Annual Report 2020 « ZZBZZFFH

INDEPENDENT AUDITOR’S REPORT
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HEREXEEw

How our audit addressed the key audit matter

EMEELTEEBERERSEENT X

Impairment assessment on goodwill allocated to ADH CGU (as defined below)

DECEADHE 2 EE 4 By BB AR E G (EEE TX)

We identified the impairment assessment on goodwill arising
from acquisition of Asia Dairy Holdings and Asia Dairy Holdings
Il (the “ADH Companies”), which comprised a cash-generating
unit engaged in dairy farming operations (the “ADH CGU"), as
a key audit matter due to the significance of the balance and
the significant degree of estimates and underlying assumptions
made by the management in determining the recoverable
amount.

The Group reported goodwill, net of impairment, of RMB1,012
million relating to the acquisition of ADH Companies as at 31
December 2020. An impairment loss of RMB49 million was
recognised during the year ended 31 December 2020.

As disclosed in Notes 5 and 18 to the consolidated financial
statements, goodwill impairment assessment requires an
estimation of the recoverable amount of the cash-generating
units to which goodwill has been allocated and the Group
determines the recoverable amount of cash-generating
units based on a value in use calculation. The management’s
estimation is primarily based on the discount rate, the estimated
future market price of raw milk, the estimated average daily milk
yield at each lactation cycle and the estimated feed costs per
kg of raw milk. The management has engaged an independent
valuer to assist it in performing the goodwill impairment
assessment.

P94 = £ B g Asia Dairy Holdings & Asia Dairy Holdings |I
(TADHZF])) - BEEE N4 BEX AR & EL B (ADH
REeE4ABEN)BEENRENGENSEREZSE - DHER
BEREHRAREERBRET AT WO S ERETHESREE MR
MHRARER -

R2020F12A 318 - ERERE A BB ADHR AIMEEE (N
BE)BARK1012B8T - REBBEARBIBEIREE
20205F12A31 8 IEFEMHR °

HINERE MR M SR8 E - B ERENGEHRMAAE
DEFENREELABUMNAIKEESE  EXEENEREE
AEETRSEAEMNATKREESE - EREETHNHFTEER
ENBRE - EARRBNTE  SWIPOEFFHEEA
ENERSTREMDGEFRAERAN - EEECDZEBIUGE
B 175 B EAE 1T B R B RF A ©

F-4

Our procedures in relation to the impairment
assessment on goodwill allocated to the ADH
CGU included:

o Evaluating the independent valuer’s
objectivity, qualification and competence;

o Involving our internal valuation specialists to
assess the appropriateness of the valuation
methodologies and the reasonableness of
the discount rate applied; and

o Assessing the reasonableness of the key
assumptions including the estimated future
market price of raw milk, estimated average
daily milk yield at each lactation cycle and
the estimated feed costs per kg of raw milk
by comparing to historical data and the
data used in the prior periods’ impairment
assessment.
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INDEPENDENT AUDITOR’S REPORT
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OTHER INFORMATION

The directors of the Company are responsible for the other
information. The other information comprises the information
included in the annual report, but does not include the
consolidated financial statements and our auditor’s report thereon.

Our opinion on the consolidated financial statements does not
cover the other information and we do not express any form of
assurance conclusion thereon.

In connection with our audit of the consolidated financial
statements, our responsibility is to read the other information and,
in doing so, consider whether the other information is materially
inconsistent with the consolidated financial statements or our
knowledge obtained in the audit or otherwise appears to be
materially misstated. If, based on the work we have performed,
we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing
to report in this regard.

RESPONSIBILITIES OF DIRECTORS AND THOSE
CHARGED WITH GOVERNANCE FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation
of the consolidated financial statements that give a true and
fair view in accordance with IFRSs issued by the IASB 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.

In preparing the consolidated financial statements, the directors
are responsible for assessing the Group'’s ability to continue as a
going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless
the directors either intend to liquidate the Group or to cease
operations, or have no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the
Group's financial reporting process.
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INDEPENDENT AUDITOR’S REPORT

AUDITOR’S RESPONSIBILITIES FOR
THE AUDIT OF THE CONSOLIDATED
FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether
the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue
an auditor’s report that includes our opinion solely to you, as a
body, in accordance with our agreed terms of engagement, and
for no other purpose. We do not assume responsibility towards
or accept liability to any other person for the contents of this
report. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with
HKSAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users taken on
the basis of these consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise
professional judgment and maintain professional skepticism
throughout the audit. We also:

o Identify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or
error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations,
or the override of internal control.

° Obtain an understanding of internal control relevant to the
audit 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 Group's internal control.

o Evaluate the appropriateness of accounting policies used

and the reasonableness of accounting estimates and related
disclosures made by the directors.
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China Modern Dairy Holdings Ltd. ¢ FEIRAHEZRER AR

INDEPENDENT AUDITOR’S REPORT
8 M % BUED RS

AUDITOR’S RESPONSIBILITIES FOR
THE AUDIT OF THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)

o Conclude on the appropriateness of the directors’ use of the
going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt
on the Group's ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required
to draw attention in our auditor’s report to the related
disclosures in the consolidated financial statements or, if
such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to
the date of our auditor’s report. However, future events or
conditions may cause the Group to cease to continue as a
going concern.

. Evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures,
and whether the consolidated financial statements represent
the underlying transactions and events in a manner that
achieves fair presentation.

o Obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business activities
within the Group to express an opinion on the consolidated
financial statements. We are responsible for the direction,
supervision and performance of the group audit. We remain
solely responsible for our audit opinion.

We communicate with those charged with governance regarding,
among other matters, the planned scope and timing of the audit
and significant audit findings, including any significant deficiencies
in internal control that we identify during our audit.

We also provide those charged with governance with a statement
that we have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships
and other matters that may reasonably be thought to bear on our
independence, and where applicable, actions taken to eliminate
threats or safeguards applied.
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INDEPENDENT AUDITOR’S REPORT

AUDITOR’S RESPONSIBILITIES FOR
THE AUDIT OF THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)

From the matters communicated with those charged with
governance, we determine those matters that were of most
significance in the audit of the consolidated financial statements
of the current period and are therefore the key audit matters.
We describe these matters in our auditor’s report unless law or
regulation precludes public disclosure about the matter or when,
in extremely rare circumstances, we determine that a matter
should not be communicated in our report because the adverse
consequences of doing so would reasonably be expected to
outweigh the public interest benefits of such communication.

The engagement partner on the audit resulting in the independent
auditor’s report is Lung Kwok Hung.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

23 March 2021
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China Modern Dairy Holdings Ltd. ¢ REIRRBEZRER D

CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
meEmRkAMEERER

FOR THE YEAR ENDED 31 DECEMBER 2020 #2020 12A318 I F &

2020 2019
20204 20194
NOTES RMB’000 RMB’000
FiEE AR® T ARBETF T
Revenue 'ON 6 6,020,247 5,514,210
Cost of sales before raw milk fair value ~ REHNAFEFERRHE
adjustments B AR 8 (3,561,559) (3,412,330)
Raw milk fair value adjustments FTASHE R A
included in cost of sales NEEFAE 8/21 (2,277,414) (1,938,360)
Loss arising from changes in fair value L4 QT EZESFEIFHEE
less costs to sell of dairy cows RAE £/ EE 21 (1,031,316) (1,039,221)
Gains arising on initial recognition of IR WO R R A S E
raw milk at fair value less costs to sell RS A VB TER
at the point of harvest EERNRE 21 2,277,414 1,938,360
Other income H b A 7 86,675 51,068
Impairment losses under expected RHEEEERE TRE
credit loss model, net of reversal E518 - kRO 10 (5) 161,335
Other gains and losses, net H bz N e 18558 8 142,514 (121,046)
Selling and distribution costs HERDHEMAX (194,440) (175,487)
Administrative expenses TR X (374,155) (276,739)
Other expenses EfAY 7 (16,503) (9,061)
Share of profits of associates i N el 31,570 34,479
Profit before finance costs and tax 4 B & B A K B T8 AT ek ) 8 1,103,028 727,208
Finance costs BB 9 (318,624) (376,795)
Profit before tax R 75 Al g 1) 784,404 350,413
Income tax expense FTiSHiF = 1 (639) (556)
Profit for the year F R HH| 783,765 349,857
Other comprehensive income: H2EWKA :
tem that will not be reclassified to TeEH P EAEZD
profit or loss: EH :
Fair value gain on investments in BRAFEFAEMEE
equity instruments at fair value WA R TARKRE
through other comprehensive income NEEW S 1,121 1,451
Other comprehensive income for FREMBEWA -
the year, net of income tax MBRATEFR 1,121 1,451
Total comprehensive income for the year A2 EW A 42%E 784,886 351,308
104>
i Sl

('
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

FAaBRmEMEE S

FOR THE YEAR ENDED 31 DECEMBER 2020 #2020 12A318 L FE

2020 2019
20205 20194
NOTES RMB’'000 RMB'000
Bt = ARBT T ARBTFIT
Profit for the year attributable to: AT & EEFRRT
Owners of the Company ZIN/NEIEZ DN 770,010 341,270
Non-controlling interests IEIERR R = 13,755 8,587
783,765 349,857
Total comprehensive income for UTEFEEFAZE
the year attributable to: NG
Owners of the Company ZIN/NGIEZZ DN 771,110 342,695
Non-controlling interests FEIEA M 2 13,776 8,613
784,886 351,308

Earnings per share (RMB)
Basic
Diluted

FBNARE)

15
12.07 cents &
12.04 cents &

5.54 cents 73
5.52 cents %3

ﬂ



China Modern Dairy Holdings Ltd. ¢ REIRRBEZRER D

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
e MBI R

AT 31 DECEMBER 2020 #2020 12H31H

2020 2019
20204 20194
NOTES RMB’'000 RMB’000
Mt AR¥T T AREET T
NON-CURRENT ASSETS ERBEE
Property, plant and equipment ME - BENERE 16 3,317,719 3,455,068
Right-of-use assets FREEE 17 303,849 320,161
Goodwill [l 18 1,322,457 1,371,266
Interests in associates i) /NET L= o 19 289,860 215,392
Equity instruments at fair value through  EAFEFFAEMEE
other comprehensive income WARERTE 20 5,080 3,959
Biological assets EMEE 21 7,101,243 7,459,359
Pledged bank deposits EERIRITIFR 26 122,706 =
Bank balances IR1T4584 26 20,637 -
12,483,551 12,825,205
CURRENT ASSETS RBEE
Inventories PR 22 1,158,643 1,078,491
Trade and other receivables and FEWE 5 8RR E Ath FE UL
advance payments FRIAVA R IR FRIA 23 706,659 618,288
Derivative financial instruments TES€mIA 24 11,145 89,543
Other financial assets HEthomEE 25 50,000 -
Pledged bank deposits BB RIRITIFR 26 34,503 80,122
Bank balances and cash RITEHREES 26 1,123,710 961,094
3,084,660 2,827,538
Assets of a disposal group classified PEARBIEHENLE
as held for sale BRI & E 27 - 71,450
3,084,660 2,898,988
CURRENT LIABILITIES REEE
Trade and other payables BNESEAREMENARE 28 1,410,786 1,521,688
Tax payable JEFRBIA 364 233
Bank borrowings RITER 29 3,471,314 3,822,643
Other borrowings H A&k 30 - 1,051,413
Lease liabilities HEBE 31 23,851 23,238
Derivative financial instruments TEEMIT A 24 59,338 15,274
Contract liabilities aHaE 32 198 189
4,965,851 6,434,678
Liabilities of a disposal group classified 7 EAFFELE 8 L E4E R
as held for sale =X 27 - 2,196
4,965,851 6,436,874
NET CURRENT LIABILITIES REBEEFER (1,881,191) (3,537,886)
TOTAL ASSETS LESS CURRENT BEERRBEE
LIABILITIES 10,602,360 9,287,319
106"
L_"’ S
e
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

A MR R

AT 31 DECEMBER 2020 720205124318

2020 2019
20204 20194
NOTES RMB’000 RMB’000
(g ARETT AREET T
CAPITAL AND RESERVES BEARRE
Share capital N 34 555,535 551,007
Reserves ] 7,341,388 6,530,510
Equity attributable to owners of RRBEB ANELER
the Company 7,896,923 7,081,517
Non-controlling interests eI R i 141,521 126,184
TOTAL EQUITY MR 8,038,444 7,207,701
NON-CURRENT LIABILITIES kRBEE
Bank borrowings RITEK 29 2,171,012 1,715,831
Derivative financial instruments PTESRIA 24 24,000 -
Lease liabilities HEAaE 31 196,042 206,109
Deferred income EIEUA 33 172,862 157,678
2,563,916 2,079,618
10,602,360 9,287,319

The consolidated financial statements on pages 104 to 254 were
approved and authorised for issue by the board of directors on 23
March 2021 and are signed on its behalf by:

LU Minfang
=05

Director

EF

F-12
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China Modern Dairy Holdings Ltd. ¢ REIRRBEZRER D

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
mEERBER

FOR THE YEAR ENDED 31 DECEMBER 2020 #2020 12318 It F[E

Attributable to owners of the Company

RRFAREARE
Shares held Fair value
Share Share  underthe through other Non-
Share Share Other  options award Share Award comprehensive  Retained controlling
capital  premium reserve  reserve  reserve  Schemes incomereserve  earnings  Sub-otal interests Total
L
HEET  BRATEGA
BRE RORE  FREN Eft2E
e ROEE EpEs e it Bt KARE REER Nt FBERER Ait
RMBOOO  RMB0O0  RMB000  RMBOO0  RMBOO0  RMB'000 RMB0OO  RMB0O0  RMB'000  RMB000  RMB'000
ARBTE ARETR ARNTT ARETR ARETT ARETT  ARETR ARETT ARETR ARNTT ARETR
(Note 34) (Note 35(b)) ~ (Note 35(b)
(HE34) (sl (HtiEasto)
At1 January 2019 R019E1818 526,058 4,641,066 979,953 5286 23,163 (85,720 (23118) 357568 642425 108447 6,532,703
Profitfor the year ERER - - - - - - - M0 W 8567 39857
Other comprehensive EREHBZERA
income for the year - - - - - - 1425 - 1425 2% 1451
Total comprehensive ERFENAEE
income for the year - - - - - - 1425 3,210 342,695 8,613 351,308
Share purchase for the IR
Share Award Schernes s
(Note 35) (FEE35(0)) - - - - - B - - B - pL)
Reversal due tovestingof ~ EXBRAEEM
awardshares (Note 350) BB (Hfz35(0)) - - - - (#3800) 59,835 - (1609 - - -
Recognition of equity-settled BRI EL S
share-based payment OBTEIES
Note 35(b) (HiE35(0) - - - - B - - - B - B8
Ordinary shares issued BRTERK
(Note 34) (H330) 2949 304315 - - - - - - I -
Equity transactions related & EE R
tointerest free loans RIERS (H34)
(Note 34) - - (9,124) - - - - - (9124) 9124 -
At 31 December 2019 R2019%12A318 51007 4945381 970829 5286 4910 (57,012 (21693 682809 7081517 126184 7207701
Profitfor the year ERET - - - - - - - TI0010 770010 13755 783,765
Other comprehensive FREHRERA
income for the year - - - - - - 1,100 - 1,100 2 1121
Total comprehensive ERRENNEE
income for the year - - - - - - 1100 770,010 771,110 13776 784,886
Share purchase for the SRA%DEN
Share Award Schernes RAEE
(Note 35(b)) (Bz35(0) - - - - - 19,892) - - (19.892) - (19.89)
Reversal duetovestingof ~ EXBIRAZER
award shares (Note 3500) & EI(f135(0) - - - - (4221 29560 - B3 - - -
Recognition of equity-settled  BZERELE
share-based payment BUSELITES
(Note 35(b)) (Bi&35(0)) - - - - 26,806 - - - 26806 - 26806
Exercise of Management It ERERRE
Options (Note 35(2) (EE35(a) 458 39,701 - (5288) - - - - 3 - 3
Equiy transactions related S5 EREIRIE
tointerest free loans 2533
(Note 34) - - (1,561) - - - - - (1,561) 1,561 -
At 31 December 2020 H20F12A318 555,535 4,985,082 969,268 - 7,489 (47,344) (20,593) 1,447,486 7896923 141,521 8,038,444

F-13
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CONSOLIDATED STATEMENT OF CASH FLOWS
RERETRER

FOR THE YEAR ENDED 31 DECEMBER 2020 #2020 12A318 L FE

2020 2019
20204 20194
NOTE RMB'000 RMB’000
Ff & AR®T AREET T
OPERATING ACTIVITIES RESEE
Profit before tax BR A5 B A A 784,404 350,413
Adjustments for: BIATEFE
Depreciation of property, plant and BEZNREYE
equipment charged to profit or loss WE RERETE 262,525 308,783
Depreciation of right-of-use assets B8 s bR e 0 AR
charged to profit or loss BETE 10,573 10,563
Impairment loss on property, mE - WELRERE
plant and equipment &8 - 45,287
Impairment losses under expected TEREEEEEL TRE
credit loss model, net of reversal B8 - MBRED 5 (161,335)
Impairment loss on goodwill EEREEE 48,809 27,323
Bank interest income RITALEHA (18,308) (11,169
Government grants credited to income 5 AU A BT B (31,131) (19,030)
Finance costs A& R AR 318,624 376,795
Share of profits of associates FEAR B R E)E F (31,570) (34,479)
Gains on disposal of subsidiaries HENB A MR (72,280) -
Losses (gains) on fair value changes of ~ #THE @RI T A QN FEEE)
derivative financial instruments 518 (2 27,032 (50,556)
Loss on disposal of property, HEWME - BERZE
plant and equipment L 13,110 16,879
Gains on derecognition of financial BUERRE /A Ea ks
liabilities - (839)
Gains on fair value changes of HiheMEERATEED
other financial assets i (1,012) =
Net foreign exchange (gains) loss 2K B fE R E SNE (W k)
from borrowings B8 F 58 39 (173,760) 84,167
Equity-settled share award expense LA RS 8 45 B 1 I 1 28 B A 2 26,806 25,553
Loss arising from changes in fair value IFERTEEHHIAFHE
less costs to sell of dairy cows KARE AR EE 1,031,316 1,039,221
Operating cash flows before HEEEHAIMLE
movements in working capital BemnsE 2,195,143 2,007,576
Increase in inventories FE®EM (61,320) (73,937)
(Increase) decrease in trade and ERE SERZ R HALE
other receivables and WCRIE LA )R TR 3R 3B
advance payments (38 n) 55 > (86,012) 323,076
Decrease in trade and other FETE 5 BR 3 E Ath FE A 3k
payables ER A (108,763) (206,935)
Increase (decrease) in contract AHBaEEMORD)
liabilities 9 43)
Cash generated from operations ¥BELENES 1,939,057 2,049,737
Income tax paid EATFTIFH (409) (645)
NET CASH FROM OPERATING EEEDHERLTE
ACTIVITIES 1,938,648 2,049,092

F-14
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China Modern Dairy Holdings Ltd. ¢ FEIRAHEZRER AR

CONSOLIDATED STATEMENT OF CASH FLOWS
FERTRER
FOR THE YEAR ENDED 31 DECEMBER 2020 & & 20204 12431 A [ &

2020 2019
20204 20194
NOTE RMB’'000 RMB’000
B & AR¥T T AREETF T
INVESTING ACTIVITIES RETH
Interest received [SALEAIEE 15,099 11,336
Purchases of property, plant and BAME  BEREE
equipment (254,635) (279,332)
Payments for right-of-use assets EAEEENK - (95)
Payments for rental deposits HEZRESMR - 61)
Investments in an associate REERRNERE (42,898) =
Addition in biological assets EMEERE (1,229,626) (1,279,678)
Placement of pledged bank deposits FAEEHBEITERK (154,503) (47,122)
Withdrawal of pledged bank deposits REE G HIRITER 80,122 28,355
Placement of time deposits with FEAREISPEBBE=EAN
original maturity over three months TEHAITE R (40,578) (67,653)
Withdrawal of time deposits with REREIPEBRE=@AKN
original maturity over three months EHTFR 67,653 -
Placement of other financial assets FAEMEMEE (200,000) =
Withdrawal of other financial assets ERHEMESRMEE 151,012 -
Proceeds from disposal of property, HEWE - BERZE
plant and equipment FriS5k1E 5,087 9,208
Proceeds from disposal of dairy cows HEFLF TS RIE 665,238 575,156
Proceeds from disposal of subsidiaries HEKBARERIE 36 133,984 =
Government grants received B WS IER i 76 B 46,315 24,019
Loan to a third party RAE=ZFER (8,000) =
NET CASH USED IN INVESTING RETEHFMAREFHE
ACTIVITIES (765,730) (1,025,867)
FINANCING ACTIVITIES mMEEH
Interest paid BT F 8 (250,100) (357,054)
New bank borrowings raised MEBRITER 5,391,559 3,838,876
Repayment of bank borrowings BEIRITER (5,109,013) (2,822,695)
Proceeds from other borrowings H A & KPS 5/IE - 2,121,250
Repayment of other borrowings BEHEMER (1,050,000) (2,071,250)
Proceeds from disposal of derivative HETESRITAMSE
financial instruments FIB 77,975 -
Payment of transaction cost for SARITEHRAR S
bank borrowings B (25,145) (24,187)
Repayment of corporate bonds BERNRES - (1,050,000)
Repayment of medium-term notes BEhHER - (600,000)
Repayment of amounts due to 182 & 1~ A B 75 58
a related party - (150,000)
Repayments of leases liabilities BEHEEEE (18,317) (15,137)
Payment for repurchase of ordinary B E LR
shares (19,892) (31,127)
Proceeds from issue of shares BITRID G EIA 38,943 329,264
NET CASH USED IN FINANCING REEE AR EFE
ACTIVITIES (963,990) (832,060)
NET INCREASE IN CASH AND ReRBLESEYIEM
CASH EQUIVALENTS FE 208,928 191,165
If—n---@'-'v?..\
o=
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CONSOLIDATED STATEMENT OF CASH FLOWS

,‘,\ Eﬁ = //ILE%%
FOR THE YEAR ENDED 31 DECEMBER 2020 %ZIZOZOEQH NBIEFEE

2020 2019
20204 20194
NOTES RMB'000 RMB’000
Ff & ARET ARBT T
Bank balances and cash as stated in (RE KRR ERTT
the consolidated statement of HER KRS
financial position 961,094 703,039
Time deposits with original maturity [REEAR A=A
over three months TEHIEFER (67,653) -
Cash and cash equivalents attributable 3B & RHEL &/ E S48 5
to the disposal group classified as EBERERREEEY
held for sale 763 -
CASH AND CASH EQUIVALENTS MATENRERESE
AT 1 JANUARY &Y 894,204 703,039
CASH AND CASH EQUIVALENTS M12B3MBNRERESE
AT 31 DECEMBER =t 1,103,132 894,204
Represented by AT RIEZ5
Bank balances and cash as stated in Zu?{:\lﬁﬁ%ﬂﬁfﬂﬁﬁﬁﬁﬁﬁﬁ
the consolidated statement of HER KRR
financial position 1,144,347 961,094
Time deposits with original maturity JREIEA A AR = (& 5 &9 E A7
over three months F= (41,215) (67,653)
Cash and cash equivalents attributable 98 AIFELERN L EHER
to the disposal group classified as EHRERREEEY
held for sale 27 - 763
CASH AND CASH EQUIVALENTS AS G ABRERBRRFTRER
STATED IN THE CONSOLIDATED HEeEEY
STATEMENT OF CASH FLOWS 26 1,103,132 894,204
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China Modern Dairy Holdings Ltd. ¢ FEIRAHEZRER AR

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

mE M BRRME

FOR THE YEAR ENDED 31 DECEMBER 2020 #2020 12A318 I F &

1. GENERAL INFORMATION

China Modern Dairy Holdings Ltd. (the “Company”) was
incorporated and registered in the Cayman Islands as
an exempted company with limited liability under the
Companies Law of the Cayman Islands. Its shares have been
listed on the Main Board of The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) since 26 November
2010. The registered office of the Company is Maples
Corporate Services Limited, PO Box 309, Ugland House,
Grand Cayman, KYI-1104, Cayman Islands. The principal
place of business of the Company is located in Economic
and Technological Development Zone, Maanshan City, Anhui
Province, the People’s Republic of China (the “PRC").

As at 31 December 2020, China Mengniu Dairy Co., Ltd.
(“Mengniu”) and its wholly-owned subsidiary together owned
57.69% of the issued share capital of the Company. Mengniu
and its subsidiaries are hereinafter collectively referred to as

the “Mengniu Group”.

The principal activity of the Company is investment holding
and its subsidiaries are mainly engaged in production
and sales of milk. The Company and its subsidiaries are
hereinafter collectively referred to as the “"Group”.

The consolidated financial statements are presented in
Renminbi (“RMB"), the currency of the primary economic
environment in which the principal subsidiaries of the Group

operate (the “functional currency”).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AR A MRS RR I R

FOR THE YEAR ENDED 31 DECEMBER 2020 #2020 12A318 L FE

2. APPLICATION OF AMENDMENTS TO
INTERNATIONAL FINANCIAL REPORTING
STANDARDS (“IFRSs")

(a)

Amendments to IFRSs that are mandatorily
effective for the current year

In the current year, the Group has applied the
Amendments to References to the Conceptual
Framework in IFRS Standards and the following
amendments to IFRSs issued by the International
Accounting Standards Board (“IASB") for the first time,
which are mandatorily effective for the annual period
beginning on or after 1 January 2020 for the preparation
of the consolidated financial statements:

Amendments to IAS 1 Definition of Material
and IAS 8

Amendments to IFRS 3 Definition of a Business

Amendments to IFRS 9, Interest Rate Benchmark

IAS 39 and IFRS 7 Reform

The application of the Amendments to References
to the Conceptual Framework in IFRS Standards and
the amendments to IFRSs in the current year had no
material impact on the Group's financial positions and
performance for the current and prior years and/or on
the disclosures set out in these consolidated financial
statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AV BRRME

FOR THE YEAR ENDED 31 DECEMBER 2020 #2020 12A318 I F &

2. APPLICATION OF AMENDMENTS TO
INTERNATIONAL FINANCIAL REPORTING
STANDARDS (“IFRSs") (continued)

(b) New and Amendments to IFRSs in issue but not

yet effective

The Group has not early applied the following new and

amendments to IFRSs that have been issued but are not

yet effective:

IFRS 17

Amendment to IFRS 16
Amendments to IFRS 3
Amendments to IFRS 9,

IAS 39, IFRS 7, IFRS 4
and IFRS 16

Amendments to IFRS 10
and IAS 28

Amendments to IAS 1

Amendments to IAS 1
and IFRS Practice
Statement 2

Amendments to IAS 8

Amendments to IAS 16

Amendments to IAS 37

Amendments to IFRS
Standards

Insurance Contracts and the
related Amendments’

Covid-19-Related Rent
Concessions®

Reference to the Conceptual
Frameworl’

Interest Rate Benchmark
Reform-PhaseZ

Sale or Contribution of Assets
between an Investor and its
Associate or Joint Venture®

Classitication of Liabilities as
Current or Non-current’

Disclosure of Accounting
Policies’

Definition of Accounting
Estimates’

Property, Plant and
Equipment: Proceeds
before Intended Use?

Onerous Contracts-Cost of
Fulfilling a Contract

Annual Improvements to IFRS
Standards 2018-2020¢
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AR A MRS RR I R

FOR THE YEAR ENDED 31 DECEMBER 2020 #2020 12A318 L FE

APPLICATION OF AMENDMENTS TO
INTERNATIONAL FINANCIAL REPORTING
STANDARDS (“IFRSs") (continued)

(b) New and Amendments to IFRSs in issue but not

yet effective (continued)

i Effective for annual periods beginning on or after 1

January 2023.

Effective for annual periods beginning on or after 1

January 2022.

& Effective for annual periods beginning on or after a date

to be determined.

Effective for annual periods beginning on or after 1 June

2020.

2 Effective for annual periods beginning on or after 1
January 2021.

The Directors anticipate that the application of new and
amendments to IFRSs will have no material impact on
the consolidated financial statements in the foreseeable
future.

BASIS OF PREPARATION OF THE
CONSOLIDATED FINANCIAL STATEMENTS

The consolidated financial statements have been prepared
in accordance with IFRSs issued by the IASB. For the purpose
of preparation of the consolidated financial statements,
information is considered material if such information is
reasonably expected to influence decisions made by primary
users. In addition, the consolidated financial statements
include applicable disclosures required by the Rules
Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited and by the Hong Kong Companies
Ordinance.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B B 55 ¥R R B AT

FOR THE YEAR ENDED 31 DECEMBER 2020 #2020 12A318 I F &

3.

=== =

16

il

BASIS OF PREPARATION OF THE
CONSOLIDATED FINANCIAL STATEMENTS

(continued)

In preparation of the consolidated financial statements for
the year ended 31 December 2020, the directors of the
Company (the “Directors”) have given careful consideration
to the future liquidity of the Group in light of the fact that the
Group's current liabilities exceeded its total current assets
by RMB1,881,191,000 (2019: RMB3,537,886,000). Taking into
account, (i) the available credit facilities of approximately
RMB4,597,896,000 which remain unutilised as at 31
December 2020 (These credit facilities included an amount
of RMB1,300,000,000 from Inner Mongolia Mengniu Dairy
(Group) Company Limited (“Inner Mongolia Mengniu”),
a subsidiary of Mengniu, and the remaining credit facilities
are from licensed banks); (ii) the expected net cash inflows
generated from the Group's operations for the next twelve
months, the Directors are satisfied that the Group will be able
to meet in full its financial obligations as and when they fall
due in the foreseeable future. Accordingly, the consolidated
financial statements have been prepared on a going concern
basis.

The consolidated financial statements have been prepared
on the historical cost basis except for: (i) biological assets,
which are measured at fair value less costs to sell; (i) Equity
instruments at fair value through other comprehensive income
("FVTOCI"); (iii) other financial assets, which are measured at
fair values; and (iv) derivative financial instruments, which are
measured at fair values at the end of each reporting period as
explained in the accounting policies set out in Note 4.

Historical cost is generally based on the fair value of the
consideration given in exchange for goods and services.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AR A MRS RR I R

FOR THE YEAR ENDED 31 DECEMBER 2020 #2020 12A318 L FE

BASIS OF PREPARATION OF THE
CONSOLIDATED FINANCIAL STATEMENTS

(continued)

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, regardless of
whether that price is directly observable or estimated using
another valuation technique. In estimating the fair value
of an asset or a liability, the Group takes into account the
characteristics of the asset or liability if market participants
would take those characteristics into account when pricing
the asset or liability at the measurement date. Fair value
for measurement and/or disclosure purposes in these
consolidated financial statements is determined on such a
basis, except for share-based payment transactions that are
within the scope of IFRS 2 Share-based Payment, leasing
transactions that are accounted for in accordance with IFRS
16 Leases ("IFRS 16"), and measurements that have some
similarities to fair value but are not fair value, such as net
realisable value in IAS 2 Inventories or value in use in IAS 36
Impairment of Assets ("IAS 36").

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.

For financial instruments which are transacted at fair value
and a valuation technique that unobservable inputs is to
be used to measure fair value in subsequent periods, the
valuation technique is calibrated so that the results of the
valuation technique equals the transaction price.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AV BRRME

FOR THE YEAR ENDED 31 DECEMBER 2020 #2020 12A318 I F &

3. BASIS OF PREPARATION OF THE

CONSOLIDATED FINANCIAL STATEMENTS

(continued)

In addition, for financial reporting purposes, fair value
measurements are categorised into Level 1, 2 or 3 based on
the degree to which the inputs to the fair value measurements
are observable and the significance of the inputs to the fair
value measurement in its entirety, which are described as

follows:

o Level 1 inputs are quoted prices (unadjusted) in active
markets for identical assets or liabilities that the entity

can access at the measurement date;

o Level 2 inputs are inputs, other than quoted prices
included within Level 1, that are observable for the asset

or liability, either directly or indirectly; and

o Level 3 inputs are unobservable inputs for the asset or

liability.

4. SIGNIFICANT ACCOUNTING POLICIES

Basis of consolidation

The consolidated financial statements incorporate the
financial statements of the Company and entities (including
structured entities) controlled by the Company and its

subsidiaries. Control is achieved when the Company:

(i) has power over the investee;

(i) is exposed, or has rights, to variable returns from its

involvement with the investee; and

(i) has the ability to use its power to affect its returns.

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 listed above.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AR A MRS RR I R

FOR THE YEAR ENDED 31 DECEMBER 2020 #2020 12A318 L FE

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Basis of consolidation (continued)

Consolidation of a subsidiary begins when the Group obtains
control over the subsidiary and ceases when the Group loses
control of the subsidiary. Specially, income and expenses
of a subsidiary acquired or disposed of during the year are
included in the consolidated statement of profit or loss and
other comprehensive income from the date the Group gains
controls until the date when the Group ceases to control the
subsidiary.

Profit or loss and each component of other comprehensive
income are attributed to the owners of the Company and to
the non-controlling interests. Total comprehensive income of
subsidiaries is 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.

When necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies
into line with the Group’s accounting policies.

All intragroup assets, liabilities, equity, income, expenses and
cash flows relating to transactions between members of the
Group are eliminated in full on consolidation.

Non-controlling interests in subsidiaries are presented
separately from the Group’s equity therein, which represent
present ownership interests entitling their holders to a
proportionate share of net assets of the relevant subsidiaries
upon liquidation.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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FOR THE YEAR ENDED 31 DECEMBER 2020 #2020 12A318 I F &

4. SIGNIFICANT ACCOUNTING POLICIES 4. EESHHEE®

(continued)

Basis of consolidation (continued)

Changes in the Group’s ownership interests in existing
subsidiaries

When the Group loses control of a subsidiary, the assets and
liabilities of that subsidiary and non-controlling interests (if
any) are derecognised. A gain or loss is recognised in profit
or loss and is calculated as the difference between (i) the
aggregate of the fair value of the consideration received
and the fair value of any retained interest and (ii) the carrying
amount of the assets (including goodwill), and liabilities of
the subsidiary attributable to the owners of the Company.
All amounts previously recognised in other comprehensive
income in relation to that subsidiary are accounted for as
if the Group had directly disposed of the related assets or
liabilities of the subsidiary (i.e. reclassified to profit or loss
or transferred to another category of equity as specified/
permitted by applicable IFRSs). The fair value of any
investment retained in the former subsidiary at the date when
control is lost is regarded as the cost on initial recognition of
an investment in an associate.

Goodwill

Goodwill arising on an acquisition of a business is carried at
cost as established at the date of acquisition of the business
less accumulated impairment losses, if any.

For the purposes of impairment testing, goodwill is allocated
to each of the Group’s cash-generating units (“CGUs")
(or groups of CGUs) that is expected to benefit from the
synergies of the combination, which represent the lowest level
at which the goodwill is monitored for internal management
purposes and not larger than an operating segment.
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AR A MRS RR I R

FOR THE YEAR ENDED 31 DECEMBER 2020 #2020 12A318 L FE

SIGNIFICANT ACCOUNTING POLICIES

(continued)

GOOdWI“ (continued)

A CGU (or group of CGUs) to which goodwill has been
allocated is tested for impairment annually or more frequently
when there is an indication that the unit may be impaired.
For goodwill arising on an acquisition in a reporting period,
the CGU (or group of CGUs) to which goodwill has been
allocated is tested for impairment before the end of that
reporting period. If the recoverable amount is less than its
carrying amount, the impairment loss is allocated first to
reduce the carrying amount of any goodwill and then to the
other assets on a pro-rata basis based on the carrying amount
of each asset in the unit (or group of CGUs). Any impairment
loss for goodwill is recognised directly in profit or loss. An
impairment loss recognised for goodwill is not reversed in
subsequent periods.

Investments in associates

An associate is an entity over which the Group has 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.

The results and assets and liabilities of associates are
incorporated in these consolidated financial statements using
the equity method of accounting. The financial statements of
associates used for equity accounting purposes are prepared
using uniform accounting policies as those of the Group for
like transactions and events in similar circumstances. Under
the equity method, an investment in an associate is initially
recognised in the consolidated statement of financial position
at cost and adjusted thereafter to recognise the Group's
share of the profit or loss and other comprehensive income
of the associate. Changes in net assets of the associate other
than profit or loss and other comprehensive income are not
accounted for unless such changes resulted in changes in
ownership interest held by the Group. When the Group’s
share of losses of an associate exceeds the Group's interest
in that associate (which includes any long-term interests that,
in substance, form part of the Group's net investment in
the associate), the Group discontinues recognising its share
of further losses. Additional losses are recognised only to
the extent that the Group has incurred legal or constructive
obligations or made payments on behalf of the associate.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)

Investments in associates (continued)

An investment in an associate is accounted for using the
equity method from the date on which the investee becomes
an associate.

The Group assesses whether there is an objective evidence
that the interest in an associate may be impaired. When any
objective evidence exists, the entire carrying amount of the
investment (including goodwill) is tested for impairment in
accordance with |AS 36 as a single asset by comparing its
recoverable amount (higher of value in use and fair value less
costs of disposal) with its carrying amount. Any impairment
loss recognised is not allocated to any asset, including
goodwill, that forms part of the carrying amount of the
investment. Any reversal of that impairment loss is recognised
in accordance with IAS 36 to the extent that the recoverable
amount of the investment subsequently increases.

When a group entity transacts with an associate of the Group,
profits and losses resulting from the transactions with the
associate are recognised in the Group's consolidated financial
statements only to the extent of interests in the associate that
are not related to the Group.

Non-current assets and disposal groups held for sale
Non-current assets and disposal groups are classified as held
for sale if their carrying amount will be recovered principally
through a sale transaction rather than through continuing
use. This condition is regarded as met only when the asset (or
disposal group) is available for immediate sale in its present
condition subject only to terms that are usual and customary
for sales of such asset (or disposal group) and its sale is highly
probable. Management must be committed to the sale, which
should be expected to qualify for recognition as a completed
sale within one year from the date of classification.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)

Non-current assets and disposal groups held for sale
(continued)

When the Group is committed to a sale plan involving loss
of control of a subsidiary, all of the assets and liabilities of
that subsidiary are classified as held for sale when the criteria
described above are met, regardless of whether the Group
will retain a non-controlling interest in the relevant subsidiary
after the sale.

Non-current assets (and disposal groups) classified as held
for sale are measured at the lower of their previous carrying
amount and fair value less costs to sell, except for financial
assets within the scope of IFRS 9 Financial Instruments ("IFRS
9"), which continue to be measured in accordance with the
accounting policies as set out in respective sections.

Revenue from contracts with customers

The Group recognises revenue when (or as) a performance
obligation is satisfied, i.e. when “control” of the goods or
services underlying the particular performance obligation is
transferred to the customer.

A performance obligation represents a good or service (or

a bundle of goods or services) that is distinct or a series of
distinct goods or services that are substantially the same.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AV BRRME

FOR THE YEAR ENDED 31 DECEMBER 2020 #2020 12A318 I F &

4. SIGNIFICANT ACCOUNTING POLICIES

(continued)

Revenue from contracts with customers (continued)

Control is transferred over time and revenue is recognised
over time by reference to the progress towards complete
satisfaction of the relevant performance obligation if one of

the following criteria is met:

o the customer simultaneously receives and consumes the
benefits provided by the Group’s performance as the

Group performs;

o the Group's performance creates and enhances an asset

that the customer controls as the Group performs; or

e the Group's performance does not create an asset
with an alternative use to the Group and the Group
has an enforceable right to payment for performance

completed to date.

Otherwise, revenue is recognised at a point in time when the

customer obtains control of the distinct good or service.

A contract liability represents the Group’s obligation to
transfer goods or services to a customer for which the Group
has received consideration (or an amount of consideration is

due) from the customer.

Leases
Definition of a lease

A contract is, or contains, a lease if the contract conveys the
right to control the use of an identified asset for a period of

time in exchange for consideration.

For contracts entered into or modified on or after the date
of initial application, or arising from business combinations,
the Group assesses whether a contract is or contains a
lease based on the definition under IFRS 16 at inception,
modification date or acquisition date. Such contract will not
be reassessed unless the terms and conditions of the contract

are subsequently changed.

F-29

4.

BEESTHEw

EEEHBA @

fis i B LA T B P — IR - BIE G RE £ b
MimE®  WREZ2ERABBHETHN
HEEPEEREERIA ¢

. BFARKRLERAEREOFD
AEFI

o AEBEMENERIENNAEEE
R P PERMNEE &

s AEEHENLEERBAEEER
SNRBERE  MASEEREIHT
RN EGE S B e BN

BRI WAREPIG A &5 7 M s R H
22 1 A O B BE R -

BRABEEAREAEEBREC AR KR
REGEIFNRESR OB RIRBER

EEFPWEL -

HE

HENESR

fHa MR TENARBARBER —KHR
EHEREHRNEE - ARANBREER
BEME -

SRR &R B B 2 1R AT S SRS AT SR 7%
EHEENAOMS  AEEREERIT
WEERF 165N FRERT B HAURE B 5
MERMHEANERBNREBEHE - BRI
AR RIR R RN E - KRN SERNT
EZAK -



Annual Report 2020 « ZZBZZFFH

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AR A MRS RR I R

FOR THE YEAR ENDED 31 DECEMBER 2020 #2020 12A318 L FE

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Leases (continued)

The Group as a lessee

Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition
exemption to leases of motor vehicles, machinery and
equipment that have a lease term of 12 months or less from
the commencement date and do not contain a purchase
option. It also applies the recognition exemption for lease of
low-value assets. Lease payments on short-term leases and
leases of low-value assets are recognised as expense on a
straight-line basis or another systematic basis over the lease
term.

Right-of-use assets
The cost of right-of-use assets includes:

o the amount of the initial measurement of the lease
liability;
o any lease payments made at or before the

commencement date, less any lease incentives received;
o any initial direct costs incurred by the Group; and

o an estimate of costs to be incurred by the Group
in dismantling and removing the underlying assets,
restoring the site on which it is located or restoring the
underlying asset to the condition required by the terms
and conditions of the lease.

Right-of-use assets are measured at cost, less any
accumulated depreciation and impairment losses, and

adjusted for any remeasurement of lease liabilities.

Right-of-use assets are depreciated on a straight-line basis
over the shorter of its estimated useful life and the lease term.

The Group presents right-of-use assets as a separate line item
on the consolidated statement of financial position.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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FOR THE YEAR ENDED 31 DECEMBER 2020 #2020 12A318 I F &

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Leases (continued)

The Group as a lessee (continued)

Refundable rental deposits

Refundable rental deposits paid are accounted under IFRS
9 and initially measured at fair value. Adjustments to fair
value at initial recognition are considered as additional lease
payments and included in the cost of right-of-use assets.

Lease liabilities

At the commencement date of a lease, the Group recognises
and measures the lease liability at the present value of
lease payments that are unpaid at that date. In calculating
the present value of lease payments, the Group uses the
incremental borrowing rate at the lease commencement
date if the interest rate implicit in the lease is not readily
determinable.

The lease payments include:

o fixed payments (including in-substance fixed payments)
less any lease incentives receivable;

o variable lease payments that depend on an index or a
rate; and
o payments of penalties for terminating a lease, if the

lease term reflects the Group exercising the option to
terminate.

Variable lease payments that reflect changes in market rental
rates are initially measured using the market rental rates as
at the commencement date. Variable lease payments that
do not depend on an index or a rate are not included in the
measurement of lease liabilities and right-of-use assets, and
are recognised as expense in the period on which the event
or condition that triggers the payment occurs.
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AR A MRS RR I R

FOR THE YEAR ENDED 31 DECEMBER 2020 #2020 12A318 L FE

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Leases (continued)

The Group as a lessee (continued)

Lease liabilities (continued)

After the commencement date, lease liabilities are adjusted
by interest accretion and lease payments.

The Group remeasures lease liabilities (and makes a
corresponding adjustment to the related right-of-use assets)
whenever:

o the lease term has changed or there is a change in
the assessment of exercise of a purchase option, in
which case the related lease liability is remeasured by
discounting the revised lease payments using a revised
discount rate at the date of reassessment.

o the lease payments change due to changes in market
rental rates following a market rent review, in which
cases the related lease liability is remeasured by
discounting the revised lease payments using the initial
discount rate.

The Group presents lease liabilities as a separate line item on
the consolidated statement of financial position.

Lease modifications
The Group accounts for a lease modification as a separate
lease if:

° the modification increases the scope of the lease by
adding the right to use one or more underlying assets;
and

o the consideration for the leases increases by an amount
commensurate with the stand-alone price for the
increase in scope and any appropriate adjustments to
that stand-alone price to reflect the circumstances of
the particular contract.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)

Leases (continued)

The Group as a lessee (continued)

Lease modifications (continued)

For a lease modification that is not accounted for as a
separate lease, the Group remeasures the lease liability
based on the lease term of the modified lease by discounting
the revised lease payments using a revised discount rate at
the effective date of the modification.

The Group accounts for the remeasurement of lease liabilities
by making corresponding adjustments to the relevant right-
of-use asset. When the modified contract contains a lease
component and one or more additional lease or non-lease
components, the Group allocates the consideration in the
modified contract to each lease component on the basis of
the relative stand-alone price of the lease component and the
aggregate stand-alone price of the non-lease components.

Foreign currencies

In preparing the financial statements of individual entities,
transactions in currencies other than the entity’s functional
currency (foreign currencies) are recorded at the rates of
exchange prevailing on the dates of the transactions. At the
end of each reporting period, monetary items denominated
in foreign currencies are re-translated at the rates prevailing
at that date. Non-monetary items carried at fair value that
are denominated in foreign currencies are retranslated at
the rates prevailing on the date when the fair value was
determined. Non-monetary items that are measured in terms
of historical cost in a foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary
items, and on the translation of monetary items, are
recognised in profit or loss in the period in which they arise.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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FOR THE YEAR ENDED 31 DECEMBER 2020 #2020 12A318 L FE

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Borrowing costs

Borrowing costs directly attributed to the acquisition,
construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time to get
ready for their intended use or sale, are added to the cost
of those assets until such time as the assets are substantially
ready for their intended use or sale.

Any specific borrowings that remain outstanding after the
related asset is ready for its intended use or sale is included
in the general borrowing pool for calculation of capitalisation
rates on general borrowings. Investment income earned on
the temporary investment of specific borrowings pending
their expenditure on qualifying assets is deducted from the
borrowing cost eligible for capitalisation.

All other borrowing costs are recognised in profit or loss in
the period in which they are incurred.

Government grants

Government grants are not recognised until there is
reasonable assurance that the Group will comply with the
conditions attaching to them and the grants will be received.

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 profit or loss when, and only when, the government grant
becomes receivable.

Other grants

Government grants are recognised in profit or loss on
a systematic basis over the periods in which the Group
recognises as expenses the related costs for which the grants
are intended to compensate. Specifically, government grants
whose primary condition is that the Group should purchase,
construct or otherwise acquire non-current assets are
recognised as deferred income in the consolidated statement
of financial position and transferred to profit or loss on a
systematic and rational basis over the useful lives of the
related assets.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)

Government grants (continued)

Other grants (continued)

Government grants related to income that are receivable
as compensation for expenses or losses already incurred or
for the purpose of giving immediate financial support to the
Group with no future related costs are recognised in profit
or loss in the period in which they become receivable. Such
grants are presented under "other income”.

Retirement benefit costs

Payments to defined contribution retirement benefit under
the state-managed retirement benefit schemes in the PRC
are charged as an expense when employees have rendered
service entitling them to the contribution.

Short-term employee benefits

Short-term employee benefits are recognised at the
undiscounted amount of the benefits expected to be paid
as and when employees rendered the services. All short-
term employee benefits are recognised as an expense unless
another IFRS requires or permits the inclusion of the benefit
in the cost of an asset.

A liability is recognised for benefits accruing to employees
(such as wages and salaries, annual leave and sick leave) after
deducting any amount already paid.

Share-based payments

Equity-settled share-based payment transactions

Share options and award shares granted to employees
Equity-settled share-based payments to employees are
measured at the fair value of the equity instruments at the
grant date.
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AR A MRS RR I R

FOR THE YEAR ENDED 31 DECEMBER 2020 #2020 12A318 L FE

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Share-based payments (continued)

Equity-settled share-based payment transactions (continued)
Share options and award shares granted to employees
(continued)

The fair value of the equity-settled share-based payments
determined at the grant date without taking into
consideration of all non-market vesting conditions is
expensed on a straight-line basis over the vesting period,
based on the Group's estimate of equity instruments that
will eventually vest, with a corresponding increase in equity
(share options reserve or share award reserve). At the end
of each reporting period, the Group revises its estimate of
the number of equity instruments expected to vest based
on assessment of all relevant non-market vesting conditions.
The impact of the revision of the original estimates, if any,
is recognised in profit or loss such that the cumulative
expense reflects the revised estimate, with a corresponding
adjustment to the share options reserve or share award

reserve.

When share options are exercised, the amount previously
recognised in share options reserve will be transferred to
share premium. When the share options are forfeited after
the vesting date or are still not exercised at the expiry date,
the amount previously recognised in share options reserve
will be transferred to retained earnings.

When the award shares are vested, the amount previously
recognised in share award reserve and the amount of the
relevant treasury shares included in equity under the heading
of shares held under the share award schemes is reversed
and the differences arising from the reversal is adjusted to
retained earnings.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)

Share-based payments (continued)

Equity-settled share-based payment transactions (continued)
Share options and award shares granted to employees
(continued)

If a grant of equity instruments is cancelled or settled during
the vesting period (other than a grant cancelled by forfeiture
when the vesting conditions are not satisfied):

o the entity shall account for the cancellation or
settlement as an acceleration of vesting, and shall
therefore recognise immediately the amount that
otherwise would have been recognised for services
received over the remainder of the vesting period.

o any payment made to the employee on the cancellation
or settlement of the grant shall be accounted for as
the repurchase of an equity interest, i.e. as a deduction
from equity, except to the extent that the payment
exceeds the fair value of the equity instruments granted,
measured at the repurchase date. Any such excess shall
be recognised as an expense.

Taxation
Income tax expenses represent the sum of the tax currently
payable and deferred tax.

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from profit/loss before tax because
of income or expense that are taxable or deductible in other
years and items that are never taxable or deductible. The
Group's liability for current tax is calculated using tax rates
that have been enacted or substantively enacted by the end
of the reporting period.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)

Taxation (continued)

Deferred tax is recognised on temporary differences
between the carrying amount of assets and liabilities in the
consolidated financial statements and the corresponding tax
bases used in the computation of taxable profit. Deferred tax
liabilities are generally recognised for all taxable temporary
differences. Deferred tax assets are generally recognised for
all deductible temporary differences to the extent that it is
probable that taxable profits will be available against which
those deductible temporary differences can be utilised. Such
deferred tax assets and liabilities are not recognised if the
temporary difference arises from the initial recognition (other
than in a business combination) of assets and liabilities in
a transaction that affects neither the taxable profit nor the
accounting profit. In addition, deferred tax liabilities are not
recognised if the temporary difference arises from the initial
recognition of goodwill.

Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in subsidiaries and
associates, except where the Group is able to control the
reversal of the temporary difference and it is probable that
the temporary difference will not reverse in the foreseeable
future.

The carrying amount of deferred tax assets is reviewed at the
end of the 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 asset to be recovered.

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

(continued)

Taxation (continued)

The measurement of deferred tax liabilities and assets reflects
the tax consequences that would follow from the manner in
which the Group expects, at the end of the reporting period,
to recover or settle the carrying amount of its assets and

liabilities.

For the purposes of measuring deferred tax for leasing
transactions in which the Group recognises the right-of-
use assets and the related lease liabilities, the Group first
determines whether the tax deductions are attributable to the

right-of-use assets or the lease liabilities.

For leasing transactions in which the tax deductions are
attributable to the lease liabilities, the Group applies IAS 12
Income Taxes requirements to the leasing transaction as a
whole. Temporary differences relating to right-of-use assets
and lease liabilities are assessed on a net basis. Excess of
depreciation on right-of-use assets over the lease payments
for the principal portion of lease liabilities resulting in net

deductible temporary differences.

Deferred tax assets and liabilities are offset when there is a
legally enforceable right to set off current tax assets against
current tax liabilities and when they relate to income taxes
levied to the same taxable entity by the same taxation

authority.

Current and deferred tax is recognised in profit or loss,
except when they relate to items that are recognised in other
comprehensive income or directly in equity, in which case,
the current and deferred tax are also recognised in other

comprehensive income or directly in equity respectively.
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FOR THE YEAR ENDED 31 DECEMBER 2020 #2020 12A318 L FE

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Property, plant and equipment

Property, plant and equipment (other than construction in
progress) including buildings held for use in the production
or supply of goods, or for administrative purposes, are stated
in the consolidated statement of financial position at cost
less subsequent accumulated depreciation and accumulated
impairment losses, if any.

Properties in the course of construction for production, supply
or administrative purposes (classified as construction in
progress) are carried at cost, less any recognised impairment
loss. Costs include any costs directly attributable to bringing
the asset to the location and condition necessary for it to be
capable of operating in the manner intended by management
and, for qualifying assets, borrowing costs capitalised in
accordance with the Group’s accounting policy. Depreciation
of these assets, on the same basis as other property assets,
commences when the assets are ready for their intended use.

Depreciation is recognised so as to write off the cost of items
of property, plant and equipment other than construction in
progress less their residual values over their estimated useful
lives, using the straight-line method. The estimated useful
lives, residual values and depreciation method are reviewed
at the end of the reporting period, with the effect of any
changes in estimate accounted for on a prospective basis.

An item of property, plant and equipment is derecognised
upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset. Any
gain or loss arising on the disposal is determined as the
difference between the sales proceeds and the carrying
amount of the asset and is recognised in profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)

Impairment on property, plant and equipment,
right-of-use assets, and intangible assets other than
goodwill

At the end of the reporting period, the Group reviews the
carrying amount of its property, plant and equipment, right-
of-use assets, intangible assets with finite useful lives to
determine whether there is any indication that those assets
have suffered an impairment loss. If any such indication exists,
the recoverable amount of the relevant asset is estimated in
order to determine the extent of the impairment loss (if any).

The recoverable amount of property, plant and equipment,
right-of-use assets, and intangible assets are estimated
individually. When it is not possible to estimate the
recoverable amount of an asset individually, the Group
estimates the recoverable amount of the CGU to which the
asset belongs.

In addition, the Group assesses whether there is indication
that corporate assets may be impaired. If such indication
exists, corporate assets are also allocated to individual CGUs,
when a reasonable and consistent basis of allocation can be
identified, or otherwise they are allocated to the smallest
group of CGUs for which a reasonable and consistent
allocation basis can be identified.

Recoverable amount is the higher of fair value less costs
of disposal and value in use. 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 (or a CGU) for which the estimates of future cash
flows have not been adjusted.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AR A MRS RR I R

FOR THE YEAR ENDED 31 DECEMBER 2020 #2020 12A318 L FE

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Impairment on property, plant and equipment,
right-of-use assets, and intangible assets other than
gOOdWI” (continued)

If the recoverable amount of an asset (or a CGU) is estimated
to be less than its carrying amount, the carrying amount of
the asset (or a CGU) is reduced to its recoverable amount.
For corporate assets or portion of corporate assets which
cannot be allocated on a reasonable and consistent basis to
a CGU, the Group compares the carrying amount of a group
of CGUs, including the carrying amount of the corporate
assets or portion of corporate assets allocated to that group
of CGUs, with the recoverable amount of the group of CGUs.
In allocating the impairment loss, the impairment loss is
allocated first to reduce the carrying amount of any goodwill
(if applicable) and then to the other assets on a pro-rata
basis based on the carrying amount of each asset in the unit
or the group of CGUs. The carrying amount of an asset is
not reduced below the highest of its fair value less costs of
disposal (if measurable), its value in use (if determinable) and
zero. The amount of the impairment loss that would otherwise
have been allocated to the assets is allocated pro rata to the
other assets of the unit or the group of CGUs. An impairment
loss is recognised immediately in profit or loss.

Where an impairment loss subsequently reverses, the carrying
amount of the asset (or CGU or a group of CGUs) is increased
to the revised estimate of its recoverable amount, but so that
the increased carrying amount does not exceed the carrying
amount that would have been determined had no impairment
loss been recognised for the asset (or a CGU or a group
of CGUs) in prior years. A reversal of an impairment loss is
recognised immediately in profit or loss.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Costs of inventories are determined on a weighted
average method. Net realisable value represents the
estimated selling price for inventories less all estimated costs
of completion and costs necessary to make the sale.
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4. SIGNIFICANT ACCOUNTING POLICIES 4. EESHHEE®

(continued)

Biological assets

The Group's biological assets comprise 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
resulting gain or loss recognised in profit or loss for the year
in which it arises.

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

Agricultural produce

Agricultural produce represents raw milk. Raw milk is
recognised at the point of harvest at its fair value less costs
to sell. A gain or loss arising from agricultural produce at the
point of harvest measuring at fair value less costs to sell is
included in profit or loss for the period in which it arises.

Financial instruments

Financial assets and financial liabilities are recognised when a
group entity becomes a party to the contractual provisions of
the instrument. All regular way purchases or sales of financial
assets are recognised and derecognised on a trade date
basis. Regular way purchases or sales are purchases or sales
of financial assets that require delivery of assets within the
time frame established by regulation or convention in the
market place.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)

Financial instruments (continued)

Financial assets and financial liabilities are initially measured
at fair value except for trade receivables arising from contracts
with customers which are initially measured in accordance
with IFRS 15 Revenue from Contracts with Customers (“IFRS
15"). Transaction costs that are directly attributable to the
acquisition or issue of financial assets and financial liabilities
(other than financial assets or financial liabilities at fair value
through profit or loss ("FVTPL")) are added to or deducted
from the fair value of the financial assets or financial liabilities,
as appropriate, on initial recognition. Transaction costs
directly attributable to the acquisition of financial assets or
financial liabilities at FVTPL are recognised immediately in
profit or loss.

The effective interest method is a method of calculating
the amortised cost of a financial asset or financial liability
and of allocating interest income and interest expense over
the relevant period. The effective interest rate is the rate
that exactly discounts estimated future cash receipts and
payments (including all fees and points paid or received that
form an integral part of the effective interest rate, transaction
costs and other premiums or discounts) through the expected
life of the financial asset or financial liability, or, where
appropriate, a shorter period, to the net carrying amount on
initial recognition.

Financial assets

Classification and subsequent measurement of financial
assets

Financial assets that meet the following conditions are
subsequently measured at amortised cost:

o the financial asset is held within a business model whose
objective is to collect contractual cash flows; and

o the contractual terms give rise on specified dates to

cash flows that are solely payments of principal and
interest on the principal amount outstanding.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)

Financial instruments (continued)

Financial assets (continued)

Classification and subsequent measurement of financial
assets (continued)

Financial assets that meet the following conditions are
subsequently measured at FVTOCI:

. the financial asset is held within a business model whose
objective is achieved by both selling and collecting
contractual cash flows; and

o the contractual terms give rise on specified dates to
cash flows that are solely payments of principal and
interest on the principal amount outstanding.

All other financial assets are subsequently measured at
FVTPL, except that at the date of initial recognition of a
financial asset the Group may irrevocably elect to present
subsequent changes in fair value of an equity investment
in other comprehensive income if that equity investment
is neither held for trading nor contingent consideration
recognised by an acquirer in a business combination to which
IFRS 3 Business Combinations applies.

A financial asset is held for trading if:

o it has been acquired principally for the purpose of
selling in the near term; or

o on initial recognition it is a part of a portfolio of
identified financial instruments that the Group manages
together and has a recent actual pattern of short-term
profit-taking; or

o it is a derivative that is not designated and effective as a
hedging instrument.

In addition, the Group may irrevocably designate a financial
asset that are required to be measured at amortised cost
or FVTOCI as measured at FVTPL if doing so eliminates or
significantly reduces an accounting mismatch.
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FOR THE YEAR ENDED 31 DECEMBER 2020 #2020 12A318 L FE

SIGNIFICANT ACCOUNTING POLICIES

(continued)
Financial instruments (continued)
Financial assets (continued)

Classification and subsequent measurement of financial

assets (continued)

(i)

(ii)

Amortised cost and interest income

Interest income is recognised using the effective interest
method for financial assets measured subsequently
at amortised cost. Interest income is calculated by
applying the effective interest rate to the gross carrying
amount of a financial asset, except for financial assets
that have subsequently become credit-impaired (see
below). For financial assets that have subsequently
become credit-impaired, interest income is recognised
by applying the effective interest rate to the amortised
cost of the financial asset from the next reporting
period. If the credit risk on the credit-impaired financial
instrument improves so that the financial asset is no
longer credit-impaired, interest income is recognised by
applying the effective interest rate to the gross carrying
amount of the financial asset from the beginning of the
reporting period following the determination that the
asset is no longer credit-impaired.

Equity instruments designated as at FVTOCI

Investments in equity instruments at FVTOCI are
subsequently measured at fair value with gains and
losses arising from changes in fair value recognised in
other comprehensive income and accumulated in the
FVTOCI reserve; and are not subject to impairment
assessment. The cumulative gain or loss will not be
reclassified to profit or loss on disposal of the equity
investments, and will be transferred to retained
earnings.

Dividends from these investments in equity instruments
are recognised in profit or loss when the Group's right
to receive the dividends is established, unless the
dividends clearly represent a recovery of part of the cost
of the investment. Dividends are included in the “other
income” line item in profit or loss.
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4. SIGNIFICANT ACCOUNTING POLICIES

(continued)
Financial instruments (continued)
Financial assets (continued)

Classification and subsequent measurement of financial

assets (continued)
(i) Financial assets at FVTPL

Financial assets that do not meet the criteria for being
measured at amortised cost or FVTOCI or designated
as FVTOCI are measured at FVTPL.

Financial assets at FVTPL are measured at fair value at
the end of each reporting period, with any fair value
gains or losses recognised in profit or loss.

Impairment of financial assets

The Group performs impairment assessment under expected
credit loss (“ECL") model on financial assets (including trade
and other receivables, pledged bank deposits and bank
balances) which are subject to impairment test under IFRS
9. The amount of ECL is updated at each reporting date to
reflect changes in credit risk since initial recognition.

Lifetime ECL represents the ECL that will result from
all possible default events over the expected life of the
relevant instrument. In contrast, 12-month ECL (“12m ECL")
represents the portion of lifetime ECL that is expected to
result from default events that are possible within 12 months
after the reporting date. Assessment are done based on the
Group's historical credit loss experience, adjusted for factors
that are specific to the debtors, general economic conditions
and an assessment of both the current conditions at the

reporting date as well as the forecast of future conditions.

The Group always recognises lifetime ECL for trade
receivables. The ECL on these assets are assessed

individually.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)
Financial instruments (continued)
Financial assets (continued)

Impairment of financial assets (continued)

For all other instruments, the Group measures the loss

allowance equal to 12m ECL, unless when there has been

a significant increase in credit risk since initial recognition,

in which case the Group recognises lifetime ECL. The

assessment of whether lifetime ECL should be recognised
is based on significant increases in the likelihood or risk of a
default occurring since initial recognition.

(i)

Significant increase in credit risk

In assessing whether the credit risk has increased
significantly since initial recognition, the Group
compares the risk of a default occurring on the financial
instruments as at the reporting date with the risk of a
default occurring on the financial instrument as at the
date of initial recognition. In making this assessment,
the Group considers both quantitative and qualitative
information that is reasonable and supportable,
including historical experience and forward-looking
information that is available without undue cost or
effort.

In particular, the following information is taken into
account when assessing whether credit risk has increase
significantly:

° an actual or expected significant deterioration in
the financial instrument’s external (if available) or
internal credit rating;

o significant deterioration in external market
indicators of credit risk, e.g. a significant increase
in the credit spread, the credit default swap prices
for the debtor;

o existing or forecast adverse changes in business,
financial or economic conditions that are expected
to cause a significant decrease in the debtor’s
ability to meet its debt obligations;
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SIGNIFICANT ACCOUNTING POLICIES

(continued)
Financial instruments (continued)
Financial assets (continued)

Impairment of financial assets (continued)

@

(i)

Significant increase in credit risk (continued)
o an actual or expected significant deterioration in
the operating results of the debtor;

o an actual or expected significant adverse change
in the regulatory, economic, or technological
environment of the debtor that results in a
significant decrease in the debtor’s ability to meet
its debt obligations.

Irrespective of the outcome of the above assessment,
the Group presumes that the credit risk has increased
significantly since initial recognition when contractual
payments are more than 30 days past due, unless the
Group has reasonable and supportable information that
demonstrates otherwise.

The Group regularly monitors the effectiveness of
the criteria used to identify whether there has been a
significant increase in credit risk and revises them as
appropriate to ensure that the criteria are capable of
identifying significant increase in credit risk before the
amount becomes past due.

Definition of default

For internal credit risk management, the Group
considers an event of default occurs when information
developed internally or obtained from external sources
indicates that the debtor is unlikely to pay its creditors,
including the Group, in full (without taking into account
any collaterals held by the Group).

Irrespective of the above, the Group considers that
default has occurred when a financial asset is more than
90 days past due unless the Group has reasonable and
supportable information to demonstrate that a more
lagging default criterion is more appropriate.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)
Financial instruments (continued)
Financial assets (continued)

Impairment of financial assets (continued)

(iii)

Credit-impaired financial assets

A financial asset is credit-impaired when one or more
events of default that have a detrimental impact on
the estimated future cash flows of that financial asset
have occurred. Evidence that a financial asset is credit-
impaired includes observable data about the following
events:

(@) significant financial difficulty of the issuer or the
borrower;

(b) abreach of contract, such as a default or past due
event;

(c) the lender(s) of the borrower, for economic or
contractual reasons relating to the borrower'’s
financial difficulty, having granted to the borrower
a concession(s) that the lender(s) would not
otherwise consider;

(d) itis becoming probable that the borrower will
enter bankruptcy or other financial reorganisation;
or

(e) the disappearance of an active market for that
financial asset because of financial difficulties.

Write-off policy

The Group writes off a financial asset when there is
information indicating that the counterparty is in severe
financial difficulty and there is no realistic prospect of
recovery, for example, when the counterparty has been
placed under liquidation or has entered into bankruptcy
proceedings, whichever occurs sooner. Financial assets
written off may still be subject to enforcement activities
under the Group's recovery procedures, taking into
account legal advice where appropriate. A write-off
constitutes a derecognition event. Any subsequent
recoveries are recognised in profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)
Financial instruments (continued)
Financial assets (continued)

Impairment of financial assets (continued)

(v)

Measurement and recognition of ECL

The measurement of ECL is a function of the probability
of default, loss given default (i.e. the magnitude of the
loss if there is a default) and the exposure at default.
The assessment of the probability of default and loss
given default is based on historical data and forward-
looking information. Estimation of ECL reflects an
unbiased and probability-weighted amount that is
determined with the respective risks of default occurring
as the weights.

Generally, the ECL is the difference between all
contractual cash flows that are due to the Group in
accordance with the contract and the cash flows that the
Group expects to receive, discounted at the effective
interest rate determined at initial recognition.

Interest income is calculated based on the gross
carrying amount of the financial asset unless the
financial asset is credit-impaired, in which case interest
income is calculated based on amortised cost of the
financial assets.

The Group recognises an impairment gain or loss in
profit or loss for all financial instruments by adjusting
their carrying amount, with the exception of trade and
other receivables where the corresponding adjustment
is recognised through a loss allowance account.

Derecognition of financial assets

The Group derecognises a financial asset only when the

contractual rights to the cash flows from the asset expire,

or when it transfers the financial asset and substantially all
the risks and rewards of ownership of the asset to another
entity. If the Group retains substantially all the risks and

rewards of ownership of a transferred financial asset, the

Group continues to recognise the financial assets and also
recognises a collateralised borrowing for the proceeds
received.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)

Financial instruments (continued)

Financial assets (continued)

Derecognition of financial assets (continued)

On derecognition of a financial asset measured at amortised
cost, the difference between the asset’s carrying amount
and the sum of consideration received and receivable is
recognised in profit or loss.

On derecognition of an investment in equity instrument which
the Group has elected on initial recognition to measure at
FVTOCI upon application of IFRS 9, the cumulative gain or
loss previously accumulated in the investments revaluation
reserve is not reclassified to profit or loss, but is transferred to
retained earnings.

Financial liabilities and equity

Classification as debt or equity

Debt and equity instruments are classified as either financial
liabilities or as equity in accordance with the substance of the
contractual arrangements and the definitions of a financial
liability and an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual
interest in the assets of the Group after deducting all of its
liabilities. Equity instruments issued by the Company are
recognised at the proceeds received, net of direct issue costs.

Repurchase of the Company’s own equity instruments is
recognised and deducted directly in equity. No gain or loss
is recognised in profit or loss on the purchase, sale, issue or
cancellation of the Company’s own equity instruments.

Financial liabilities

All financial liabilities are subsequently measured at amortised
cost using the effective interest method or at FVTPL.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)

Financial instruments (continued)

Financial liabilities and equity (continued)

Financial liabilities at FVTPL

Financial liabilities are classified as at FVTPL when the
financial liability is (i) held for trading, (ii) contingent
consideration that may be paid by an acquirer as part of a
business combination to which IFRS 3 Business Combinations
applies.

A financial liability is held for trading if:

o it has been acquired principally for the purpose of
repurchasing it in the near term; or

o on initial recognition it is a part of a portfolio of
identified financial instruments that the Group manages
together and has a recent actual pattern of short-term
profit-taking; or

o it is a derivative that is not designated and effective as a
hedging instrument.

Financial liabilities at amortised cost

Financial liabilities including trade and other payables, bank
and other borrowings, medium-term notes and corporate
bonds are subsequently measured at amortised cost, using
the effective interest method.

Derecognition of financial liabilities

The Group derecognises financial liabilities when, and only
when, the Group's obligations are discharged, cancelled or
have expired. The difference between the carrying amount of
the financial liability derecognised and the consideration paid
and payable is recognised in profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)

Financial instruments (continued)

Financial liabilities and equity (continued)

Derivative financial instruments

Derivatives are initially recognised at fair value at the
date when derivative contracts are entered into and are
subsequently remeasured to their fair value at the end of the
reporting period. The resulting gain or loss is recognised in
profit or loss.

Embedded derivatives

Derivatives embedded in hybrid contracts that contain
financial asset hosts within the scope of IFRS 9 Financial
Instruments are not separated. The entire hybrid contract is
classified and subsequently measured in its entirety as either
amortised cost or fair value as appropriate.

KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group's accounting policies, which
are described in Note 4, the Directors are required to
make judgements, estimates and assumptions about the
carrying amounts of assets and liabilities that are not readily
apparent from other sources. The estimates and associated
assumptions are based on historical experience and other
factors that are considered to be relevant. Actual results may
differ from these estimates.

The estimates and underlying assumptions are reviewed on
an on-going basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised if
the revision affects only that period, or in the period of the
revision and future periods if the revision affects both current
and future periods.

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

U N CE RTAI NTY (continued)

Fair value measurements of biological assets

The Group's biological assets are measured at fair value less
costs to sell at the end of each reporting period. The Group
uses valuation techniques that include inputs that are not
based on market observable data to estimate the fair value
of biological assets. For heifers and calves, the fair value is
determined based on the 14 months old heifers’ local market
selling prices and adjusted by estimated feeding costs for
heifers and calves older or younger than 14 months. For
milkable cows, the fair value is determined by using the multi-
period excess earning method with key inputs including the
discount rate, the estimated feed costs per kilogram (“kg”) of
raw milk, estimated average daily milk yield at each lactation
cycle and the estimated local future market price of raw milk.
Any changes in the inputs may affect the fair value of the
Group's biological assets significantly. The carrying amount
of the Group's biological assets as at 31 December 2020 was
RMB7,101,243,000 (2019: RMB7,459,359,000). Further details

are given in Notes 21 and 40.

Estimated impairment of goodwill

Determining whether goodwill is impaired requires an
estimation of the recoverable amount of the CGUs to which
goodwill has been allocated, which is the higher of its value
in use and its fair value less costs of disposal. The value in
use calculation requires the Group to estimate the future
cash flows expected to arise from the CGUs and a suitable
pre-tax discount rate in order to calculate the present value.
Where the actual future cash flows are less than expected or
when there is a downward revision to the estimated future
cash flows due to changes in facts and circumstances, further

impairment loss may arise.

As at 31 December 2020, the carrying amount of goodwill
is RMB1,322,457,000 (2019: RMB1,371,266,000), net of
accumulated impairment loss of RMB213,429,000 (2019:
RMB164,620,000). Details of the recoverable amount

calculation are disclosed in Note 18.
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6. REVENUE AND SEGMENT INFORMATION

(i)

(ii)

(iii)

6. WAKZDHER

Disaggregation of revenue (i) WA#Hz
2020 2019
2020% 20194
RMB’000 RMB'000
AR¥TR ARBFIT
Types of goods [EERE
Raw milk FRELY) 6,020,247 5,514,210
Timing of revenue recognition L ON
A point in time e P 26 6,020,247 5,514,210
Performance obligations for contracts with (i) BEFEANBHARYE

customers

The Group sells raw milk directly to dairy product
manufactures. For sales of raw milk to its customers,
revenue is recognised when control of the goods has
been transferred, being at the point the customer
received the goods and accepted the quality. Payment
of the transaction price is determined based on market
price. The normal credit term is 30 days upon invoice
date.

Transaction price allocated to the remaining
performance obligation for contracts with
customers

Sales of raw milk are for periods of one year or less. As
permitted by IFRS 15, the transaction price allocated to
these unsatisfied contracts is not disclosed.
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6. REVENUE AND SEGMENT INFORMATION 6. WAERSHBER @

(continued)

Segment information (ivy 2HER

IFRS 8 Operating Segments (“"IFRS 8") requires
operating segments to be identified on the basis of
internal reports about components of the Group that
are regularly reviewed by the chief operating decision
maker (the “"CODM"), in order to allocate resources
and to assess performance. During the two years ended
31 December 2020, the CODM assesses the operating
performance and allocates resources of the Group as
a whole, as all of the Group's activities are considered
to be primarily the provision of raw milk in the PRC.
Accordingly, the Directors consider there is only one
operating segment under the requirements of IFRS 8. In
addition, all revenue from external customers is derived
from the customers located in Mainland China and
all of the non-current assets are located in Mainland
China and the Group is managed on a nationwide
basis because of the similarity of the type or class
of the customers and the similarity of the regulatory
environment in the whole region. In this regard, no
segment information is presented.

Information about major customers

Included in revenue arising from sales of raw milk to
external customers is an amount of RMB4,939,178,000
(2019: RMB4,702,150,000) arose from sales to a single
customer (“Customer A") and RMB629,078,000 arose
from sales to another single customer (“Customer B").
No other single customer contributed 10% or more to
the Group's revenue for each of the two years ended 31
December 2020.
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OTHER INCOME AND OTHER EXPENSES 7. HEttWWAREMEAX

Other income Hug A
2020 2019
20204 20194
RMB’'000 RMB’000
ARBT ARBETT
Bank interest income RITFBUA 18,308 11,169
Government grants related to HATZER L BT
— Assets (Note 33) - BE (MI3E33) 31,131 19,030
— Others (Note) - H4th (Bt 5E) 28,844 13,593
59,975 32,623
Others Hifb 8,392 7,276
86,675 51,068
Note: These government grants are unconditional government MiaE :  ZEBUT AL RN B A B BUT EB Y

subsidies received by the Group from relevant government
bodies for the purpose of giving immediate financial support

to the Group's operation.

WY SRR AT RE - B ERARE
B & B ER (BN B BA BT

Other expenses HtpAx
2020 2019
20204 20194F
RMB’000 RMB’000
AR®T ARET T
Donation expenses BERAY 11,222 545
Others Hith 5,281 8,516
16,503 9,061
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8. PROFIT BEFORE FINANCE COSTS AND 8. BREAE AR BIIEAG A
TAX
Profit before finance costs and tax is arrived at after charging W B B 7R e B TB A s B T F0 Bk (BEA) 31
(crediting): BIEBHER/E -
2020 2019
20204 20194
RMB’'000 RMB'000
AR®TT ARBFIT
Cost of sales before raw milk fair value REHD A ERER®
adjustments SHERA
Breeding costs to produce raw milk A ERENE SRR A 3,561,559 3,412,330
Raw milk fair value adjustments ST ASHE BCRE REHD
included in cost of sales NFEFARE 2,277,414 1,938,360
5,838,973 5,350,690
Other gains and losses, net: Haposs R ESEIFEE ¢
Net foreign exchange (gain) loss SNEE (W ex) B 18R K8 (158,173) 82,952
Loss on disposal of property, HEME - BERKEBRE
plant and equipment, net FER 13,110 16,879
Gains on disposal of subsidiaries (Note 36) & i B2 Rl Ay Uz (B 7E36) (72,280) =
Impairment loss on property, M - BERREREEE
plant and equipment - 45,287
Impairment loss on goodwill S REY i 48,809 27,323
Fair value gain on other financial assets HEhemEENQFERE (1,012) =
Fair value (gain) loss on derivative TESRMIEMNAFE
financial instruments: (Weas) 518 -
Foreign currency forward contracts SNERHIA A (26,381) (17,971)
Foreign currency option contracts SNE BRE S 4Y 53,413 (32,585)
27,032 (50,556)
Gains on derecognition of financial HURMR @ r A Er ks
liabilities - (839)
(142,514) 121,046
Depreciation of property, plant and M - BB KR ETE
equipment 454,376 516,954
Less: capitalised in biological assets B EMEEEA SR (191,851) (208,171)
Depreciation charged to profit or loss NkEBREMITE 262,525 308,783
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8. PROFIT BEFORE FINANCE COSTS AND

AR A MRS RR I R

FOR THE YEAR ENDED 31 DECEMBER 2020 #2020 12A318 L FE

8. FREAEARARBEAEN @

TAX (continued)

2020 2019

2020%F 20194

RMB’000 RMB’000

AR®T AREF T

Depreciation of right-of-use assets CREEENE 16,904 16,266
Less: capitalised in biological assets B EMEEENMEEEE (6,331) (5,703)
Depreciation charged to profit or loss Bk BEENITE 10,573 10,563
Short-term lease expense HEHER Y 15,305 13,180
Less: capitalised in biological assets W EMEEER SR (6,607) (5,934)

Short-term lease expense charged to MR BIEENEREERX
profit or loss 8,698 7,246
Equity-settled share award expense LARR #e 45 B B IR £ BB A s2 26,806 25,558
Other employee benefits costs Hh g 8RR 585,618 490,961
Less: capitalised in biological assets B EMEEENMELEEE (120,868) (122,538)
Employee benefits charged to profit or loss 1Bk B K 1E B & T 491,556 393,976
Auditors’ remuneration 2 B5 A 37 B 3,150 2,950
S S
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9. FINANCE COSTS 9. MEMK
2020 2019
20204 20194
RMB’'000 RMB’000
ARBT T AREETF T
Interest expenses on: MERX

Bank borrowings SRITIER 258,883 248,407
Medium-term notes FRHRZE R - 6,620
Corporate bonds NREH - 14,645
Other borrowings from Mengniu Group KESFEBEMEMER 6,818 47,842

Other borrowings from financial R S R E A AR
institutions 403 2,337
Mengniu bill REZEE - 6,952
Lease liabilities HEaE 11,065 11,010
Total borrowing cost RN 277,169 337,813
Fair value loss on interest rate swaps MR HATEEE 41,455 38,982
318,624 376,795

10. IMPAIRMENT LOSSES UNDER EXPECTED

10. AHEEBFEEE NRERSE -

CREDIT LOSS MODEL, NET OF REVERSAL MBRER [
2020 2019
20205 20194
RMB’000 RMB’000
ARBTR ARETRT
Impairment losses recognised on: BN OIS AR R ERE
— Other receivables - H e UCRIR 157 953
Impairment losses reversed on: BRI & IE B E R R E E S
— Trade receivables — liquid milk - RWE ZERER - RED
product (the Distributors as Em (D iHmE
defined in Note 34) FE & RE34) - (160,451)
— Trade receivables — liquid milk - BWE FER - RED
product (other customers) EnEHM0ER) (152) (1,837)
5 (161,335)

Details of impairment assessment are set out in Note 38.
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11. INCOME TAX EXPENSE

11. FIEFHHAX

2020 2019
20204 20194
RMB’'000 RMB'000
ARBTT ARBTIT
Income tax recognised in profit or loss: RERARERH TS -
Current tax: BREAR I
PRC Enterprise Income Tax PRI 639 556

The tax charge represents income tax in the PRC which is
calculated at the prevailing tax rate on the taxable income of
the subsidiaries established in the PRC.

The PRC subsidiaries are subject to the law of the PRC
Enterprise Income Tax (the “EIT Law"”) at 25% for both
years. Taxation arising in other jurisdictions is calculated at
the rates prevailing in the relevant jurisdictions. According
to the prevailing tax rules and regulation of the EIT Law,
16 subsidiaries (2019: 16 subsidiaries) of the Group are
exempted from enterprise income tax for taxable profit from
the operation of agricultural business in the PRC for the year
ended 31 December 2020.

No provision for taxation in Hong Kong has been made as the
Group's income neither arises in, nor is derived from Hong
Kong.

Pursuant to the PRC EIT 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%. Deferred taxation
has not been provided for in the consolidated financial
statements in respect of the accumulated profits of the PRC
subsidiaries amounting to RMB2,836,473,000 (31 December
2019: RMB1,863,415,000) as the Group is able to control the
timing of the reversal of the temporary differences and it is
probable that the temporary differences will not reverse in
the foreseeable future.
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1. INCOME TAX EXPENSE (continued) 1. Fi8HAXw
The tax expense for the current year can be reconciled to NTRAFERBRAX BGaBERREME
profit before tax per the consolidated statement of profit or T W i 7= IBR B AL A B 1R

loss and other comprehensive income as follows:

2020 2019
20204 20194
RMB’000 RMB’000

ARBTR ARBET T

Profit before tax B Bt A A 784,404 350,413

Tax at applicable income tax rate at 25% BB S RN R 25%E

(2019: 25%) 18 (20194F : 25%) 196,101 87,603
Effect of tax exemption granted to BEEBLBFBNTE

agricultural entities (241,126) (150,311)
Effect of non-utilised losses incurred BEXBEERDABER

from agricultural business and other H A F L f 2

non-deductible expenses 42,817 57,486
Effect of tax losses not recognised AERFHEBBNTE 2,916 6,104
Utilisation of tax losses previously not B BEARERTIAEE

recognised (69) (326)
Income tax expense FRiSHi X 639 556
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11. INCOME TAX EXPENSE (continued)
As at 31 December 2020, the Group's PRC subsidiaries had
unused tax losses of RMB186,239,000 (2019: RMB179,043,000)
incurred by non-agricultural business in the PRC. These
unused tax losses as at 31 December 2020 will expire in year
2021 to year 2025 as disclosed in the following table if not
utilised. No deferred tax asset has been recognised in relation
to such tax losses as it is not probable that taxable profit will
be available against which the temporary differences can be

1. iBHEIw

R20206 128318 - "EENFTEKBEA
AR BAE R EEBE LR AR ARIES
BAAR186,239,0007T (20194 © AR#
179,043,0007T) ° W/ 2020F 12 A 31 H#% %%
ABAFEEBARESA  £BHR2021FE
20255FfEm - AN RFTHEEE o AR AIRETE
BERERTAN MBS AERERE - Bty
EREEREBEERECREBEE -

utilised.
2020 2019
20204 20194
RMB’000 RMB’000
ARET T AREEF T
2020 20204 - 2,505
2021 20214F 50,434 50,434
2022 20224 71,287 71,287
2023 20234 31,704 31,704
2024 20244 25,996 23,113
2025 2025%F 6,818 -
186,239 179,043
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12. DIRECTORS’ AND CHIEF EXECUTIVES’
EMOLUMENTS

Details of the directors’ and the chief executives’ emoluments

12. EERFEITHRAEME

EERTETHRABMNEFBENOT

are as follows:

2020
2020
Salaries, Equity- Retirement
allowances  Performance settled benefits
Directors'  and benefits- related  share award scheme
fees in-kind bonuses expense  contributions Total
§¢ 2R R RREGE RINER
Ezhg BYEN  ABEA  BRHREEX HE 5 @t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AR®TT  AR¥TR ARBTR  ARBTR  ARBTR ARETR
(Note v)
(RfzEv)
Executive directors BITES
Ms. Gao Lina BEfxt - 2,357 67,984 2,588 - 72,929
Mr. Sun Yugang (Note i) BRI A (i) - 1,458 335 527 55 2,375
Mr. Han Chunlin (Note i)~ 87 5% A (B i) - 1,397 3,791 1,415 121 6,724
Non-executive directors FHITES
Mr. Lu Minfang EfntE - - - - - -
Mr. Zhang Ping KFEE - - - - - -
Mr. Zhao Jiejun (Note i) HOE S (T - - - - - -
Mr. Wolhardt Julian Juul Wolhardt Julian Juul
(Note v) T (Bt - - - - - -
Ms. Gan Lu (Note iv) HE 2L (5Ev) - - - - - -
Independent non-executive ~ BUIERTES
directors
Mr. Lee Kong Wai Conway ~ ZAH %4 201 - - - - 201
Mr. Li Shengli FHAIEE 200 - - - - 200
Mr. Kang Yan (Note iv) RELE () 50 - - - - 50
Mr. Wolhardt Julian Juul Wolhardt Julian Juul
(Note iv) pia(lidl) - - - - - -
451 5,212 72,110 4,530 176 82,479

O
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12. DIRECTORS’ AND CHIEF EXECUTIVES’

EMOLU M ENTS (continued)

12. EERFTETHAEMESw@

2019
2019
Salaries, Equity- Retirement
allowances  Performance settled benefits
Directors'  and benefits- related share award scheme
fees inind bonuses expense  contributions Total
H4 2R ERERLE RINER
£k ENRT RREATL  ROKBRX HES @t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT  ARETR NS AEEFT ARETR
(Note v)
(BizEv)
Executive directors BiTES
Ms. Gao Lina REfLt = 2302 1,600 2947 = 6,849
Mr. Han Chunlin (Note iii SEEMEE (i) - 1,360 700 1,643 141 3,844
Non-executive directors FBITES
Mr. Lu Minfang BSHEE - - - - - -
Mr. Wolhardt Julian Juul Wolharat Julian Juul
£& - - - - - -
Mr. Zhang Ping RFRE - - - - - -
Mr. Zhao Jiejun (Note ii TS 5t 4 (ki) - - - - - -
Mr. Wen Yongping (Noteii) &k Tt 4 (i) - - - - - -
Independent non-executive  BUFEHITEE
directors
Mr. Lee Kong Wai Conway ~ ZA%& L& 215 = = = = 215
Mr. Li Shengli FHFIEE 200 - - - - 200
Mr. Kang Yan REEE 200 - - - - 200
615 3,662 2,300 4,590 141 11,308
..‘:-,..' 1 61 :
Vi = 3
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12. DIRECTORS’ AND CHIEF EXECUTIVES’

EMOLU M ENTS (continued)

Ms. Gao Lina, Mr. Han Chunlin and Mr. Sun Yugang are also
the chief executive officer, chief operation officer (resigned
on 1 April 2020) and executive vice president (appointed on
1 April 2020) of the Company, respectively. The emoluments
disclosed above for executive directors were for the
management of the affairs of the Company and the Group.
The executive directors were also granted share options and
share awards under the share option schemes and the share
award scheme of the Company. Details of the share option
schemes and share award scheme are set out in Note 35.

The independent non-executive directors’ emoluments shown
above were for their services as directors of the Company.

Notes:

i. No directors waived or agreed to waive any remuneration
during the year ended 31 December 2020 (2019: nil).

ii. Mr. Wen Yongping, a non-executive director, resigned from his
office with effect from 15 January 2019, while Mr. Zhao Jiejun
was appointed as a non-executive director on the same day.

iii. Mr. Han Chunlin resigned from his position of executive
director with effect from 1 April 2020, while Mr. Sun Yugang
was appointed as an executive director on the same day.

iv. Mr. Kang Yan, an independent non-executive director,
resigned from his office with effect from 1 April 2020. Mr.
Wolhardt Julian Juul resigned as a non-executive director and
was appointed as an independent non-executive director with
effect from 1 April 2020. Ms. Gan Lu was appointed as a non-
executive director with effect from 1 April 2020.

V. Performance related bonuses are determined based on the

Group's performance, performance of the relevant individual
within the Group and comparable market statistics.
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13. FIVE HIGHEST PAID EMPLOYEES 13. ABHREHMAL
The five highest paid individuals of the Group during the year AEEFARLERSFMALBERRFR
included two (2019: two) directors of the Company, details ZQ019F : MB)EF - HFWFBEER
of whose remuneration are included in the disclosures in EXMFE12 - FREMB=HQ019F : =8)
Note 12 above. Details of the remuneration of the remaining SEFMATOHFMEFBEOAT
three (2019: three) highest paid individuals for the year are as
follows:
2020 2019
20204 20194
RMB’000 RMB'000

ARBTR ARETFT

Salaries, allowances and benefits-in-kind He - R REMET 2,779 2,455
Performance related bonuses RIDEMHIEAT 2,946 1,692
Retirement benefits scheme contributions 3R & Fl| 51 8 £ 5% 253 242
Equity-settled share award expense T R A R A BB B S 3,932 4,197
9,910 8,586
No remuneration was paid by the Group to any of the HZE2020F12R3NBIEFE - KEEBER
directors or the five highest paid individuals as an inducement EESRAGESHMA T HEMBEM -
to join or upon joining the Group or as compensation for loss RIMNBAREE SRS RE S E AR TR
of office for the year ended 31 December 2020 (2019: nil). 18 (20194 : 4&)
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13. FIVE HIGHEST PAID EMPLOYEES (continued) 13. EEBREFMALTw

The number of the highest paid employees who are not the KB (EBRDFHENFTFMEA THENIE
directors of the Company whose remuneration fell within the RABEEZHSHHEEARUT :

following bands in Hong Kong Dollar (“"HK$") is as follows:

2020 2019
2020%F 20194
HK$2,000,001 to HK$2,500,000 2,000,0017% 7T % 2,500,000 7T - 1
HK$3,500,001 to HK$4,000,000 3,500,0017% 7T 24,000,000 7T 2 2
HK$4,000,001 to HK$4,500,000 4,000,0017% 7T 2= 4,500,00078 7T 1 =
3 3
Certain non-director and non-chief executive highest paid REARR AN ZEE - A THEFR
employees were granted share awards, in respect of their FEZTHAENZSTMEEREEARE
services to the Group under the share award scheme of the B RIS R A (0 B2 E) o A1 BB AT BIFH1E
Company. Details of the share award scheme are set out in BRMTEESS ©
Note 35.
14. DIVIDEND 14. RE
No dividend was paid or proposed for ordinary shareholders BENEZ=2020F12A31HIEMEFER
of the Company during the two years ended 31 December AR T BRI ROR A S BORAE(ATAR S - B
2020. Subsequent to the end of the reporting period, a EHIANRE  EFEEREE20206F124
final dividend in respect of the year ended 31 December BJHLEFEREHRAREEREARAR
2020 of RMB2 cents (2019: nil) per ordinary share has been 25 (20194F « #) - BEEREBEFRR
proposed by the Directors and is subject to approval by the REERRARE ERERFAEE -

shareholders in the forthcoming general meeting.

e
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15. EARNINGS PER SHARE 15. BREF|
The calculation of the basic and diluted earnings per share RAREEANEBIEBRERREERT IR
attributable to owners of the Company is based on the BT EURTH -

following data:

2020 2019
20204 20194
RMB’000 RMB'000

ARBTR ARETT

Earnings

Profit for the year attributable to
owners of the Company

Earnings for the purpose of basic and

B
RARGEAR ANEIGFAET

ARG ESRERK#E

diluted earnings per share BRI B F 770,010 341,270
2020 2019
2020%F 20194
Shares Shares
B’ A%
Number of shares ROEAE

Weighted average number of ordinary
shares for the purpose of basic earnings
per share

Effect of dilutive potential ordinary shares:
Share options
Share awards

AR ESRERRF
TR

6,380,386,978  6,165,192,978
HEEEERRNTE

FE A A 3,543,748 11,637,831
A& 19 £ & 11,709,826 4,765,434

6,395,640,552  6,181,596,243

The number of shares adopted in the calculation of the basic ATEEREARRFIFT RGN S B R EH
earnings per share has been arrived at after eliminating the RRE& SRR BB T A KA QD RIKRE
unvested shares of the Company held under the Company’s BRRH1EEE -

share award scheme.
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16. PROPERTY, PLANT AND EQUIPMENT

16. Y% - BMERRE

Motor  Plantand Construction
Buildings vehicles  equipment in progress Total
BF RE BERRHE ERIR st
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARETT ARETT ARETR ARETR
Cost BA
Balance at 1 January 2019 R2019E1 A1 BR 5,156,865 21,043 1,766,381 11528 6955817
Additions NE = 689 81,113 113,443 195,245
Transfer B 53,250 = 54,215 (107,465) =
Disposals HE (15,639) (1156 (12439) - (11,189
Reclassified as held for sale (Note 27) ENHERARALEM D) (154659 = (46,615) - (201,274)
Balance at 31 December 2019 R2019F12A31 AR & H 5,039,817 20,576 1,730,700 17,506 6,808,599
Additions RE - 1,171 126,157 204,478 331,806
Transfer EEdEs 130,292 = 39,242 (169,534) =
Disposals HE (28,822) (253) (77,638) = (106,713)
Balance at 31 December 2020 2020512831 B R &5 5,141,287 21,494 1,818,461 52,450 7,033,692
Accumulated depreciation RiHE
Balance at 1 January 2019 R2019F1 A1 BRI ek (1,902,674) (8,162) (983,976) - (2894812
Charge for the year FRRY (326,773) (989) (189,192 = (516,954)
Eliminated on disposals & 13,713 1,066 96,597 = 111376
Reclassified as held for sale (Note 27) BENHEABEHE (HED) 104,537 = 26,537 = 131,074
Balance at 31 December 2019 R2019E12A31 AM & (2,111,197) (8,085 (1,050,034) - (3,169,316
Charge for the year R (293.491) 693 (160,192 - (e54376)
Eliminated on disposals &3 21,351 240 69,158 = 90,749
Balance at 31 December 2020 R2020E12A31 AR & # (2,383,337) (8,538) (1,141,068) - (3,532,943
Impairment RfE
Balance at 1 January 2019 R2019F1 A1 BRI (110,242) (63) (30,015) = (140,320)
Impairment loss recognised in profit or loss B R BEERREEE (4,328) = (40,959) - (45,287)
Eliminated on disposal &R 111 - 281 = 1,392
Balance at 31 December 2019 R2019F 12731 A& # (113,459) (63) (70,693) = (184,215)
Eliminated on disposal HEH - = 1,185 = 1,185
Balance at 31 December 2020 2020612831 AR & (113,459) (63) (69,508) - (183,030)
Carrying amounts AR
Balance at 31 December 2020 R2020F12 431 A 0464 2,644,491 12,893 607,885 52,450 3,317,719
Balance at 31 December 2019 R2019F12A31 A& 84 2,815,161 12,428 609,973 17,506 3,455,068
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16. PROPERTY, PLANT AND EQUIPMENT

(continued)

Depreciation is charged using straight-line method over the
expected useful life, after taking into account its estimated
residual value, at the following rates per annum:

4.75%9.50%
19.00%
9.50%-19.00%

Buildings
Motor vehicles
Plant and equipment

Impairment assessment

The Directors determined that the operation of Modern
Farming (Saibei) Co., Ltd. (“Saibei”), a subsidiary of the
Company, would not be resumed in the foreseeable future.
The Group engaged an independent valuer, Asia-Pacific
Consulting and Appraisal Limited, to assist it in assessing
the recoverable amounts of property, plant and equipment
of Saibei. The recoverable amount of RMB23,342,000
(31 December 2019: RMB24,278,000) in respect of the
buildings was determined under market method. The Group
recognised an impairment loss of RMB45,287,000 in profit or
loss for the property, plant and equipment of Saibei during
the year ended 31 December 2019 and no further impairment
has been recognised during the current year.
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17. RIGHT-OF-USE ASSETS 17. EREEE
Leased
machinery
Leasehold Leased and
lands properties  equipment Total
HEBMW
HEtih HEWE e et
RMB’000 RMB’000 RMB'000 RMB'000

ARBETRTE ARETE ARBTT ARBTT

Cost R
Balance at 1 January 2019 7201941 A1H

B AR 288,640 - 43,932 332,572
Additions N 21,526 730 5,061 27,317

Balance at 31 December 2019128318

2019 EOEES 310,166 730 48,993 359,889
Additions NE 615 = = 615
Modification (EH - (23) - (23)

Balance at 31 December 20205128318
2020 EFE 3 310,781 707 48,993 360,481

Accumulated depreciation ZiFHiFE
Balance at 1 January 2019 7201951 H1H

B AEER (23,462) = = (23,462)
Charge for the year FAMAX (10,797) (243) (5,226) (16,266)

Balance at 31 December 20195 12A31H
2019 M &S ek (34,259) (243) (5,226) (39,728)
Charge for the year FRFX (11,328) (350) (5,226) (16,904)

Balance at 31 December 72020128 31H

2020 RS (45,587) (593) (10,452) (56,632)
Carrying amounts BREE
Balance at 31 December 2020912 A31H

2020 EOFEY 3 265,194 114 38,541 303,849

Balance at 31 December 720195128310
2019 M4 84 275,907 487 43,767 320,161
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17. RIGHT-OF-USE ASSETS (continued)

17. FAEEE@w

2020 2019
20204 20194
RMB’000 RMB’000
ARMF T ARBT T
Expense relating to short-term leases ERAEEBHEENRAY 15,305 13,180
Expense relating to leases of low-value FHREBEEERE
assets, excluding short-term leases of (TBEREEEE
low value assets EHEE)NRX - 30
Variable lease payments not included in the W4T ATAE B ETEM
measurement of lease liabilities ARSI 13 355
Total cash outflow for leases AERESRL A% 36,429 31,665

Right-of-use assets are depreciated on a straight-line basis
over the lease terms.

The Group leases lands, properties, machineries and
equipments to operate its business. These leases are
typically made for fixed terms of 2 to 50 years. Lease terms
are negotiated on an individual basis and contain different
payment terms and conditions.

For some of the leased machineries, the Group is required
to make fixed monthly payments and additional variable
payments depending on the usage of the asset during the
contract period.

The Group's lease agreements do not contain any contingent
rent nor any extension, early termination option or purchase
option for lessee.

The Group regularly entered into short-term leases for
machineries, motor vehicles and office equipments. As at 31
December 2020 and 2019, the portfolio of short-term leases is
similar to the portfolio of short-term leases to which the short-
term lease expense disclosed in Note 8.

F-74

ERREERBHUERENE -

AEBEHEELH  WE - EMERENE
BHER ZEFHEETEETHRS2E50
F - HEGKDRENELERERS 83 TR
R R A

URBHRERA - AEEAELSAEE
R RAR T & 40 AP PR R A S
AR -

REBENBERETB S EMRAE S K
BAWEMER - RPLILEREERE

REETE RSN, - BRI ARER LR
BT E - 720209 & 2019128318 * &
HATE E 4R A B0 HATR B B S mO BT s 8T 4R B
RS EHEAEE -

—

169~

p



China Modern Dairy Holdings Ltd. ¢ REIRRBEZRER D

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AR A B R I R

FOR THE YEAR ENDED 31 DECEMBER 2020 #2020 12A318 I F &

18. GOODWILL 18. &

2020 2019
20204 20194
RMB’000 RMB’000
ARBT T AREETF T

Cost 5%
At 1 January and 31 December MR1A1HX12831H 1,535,886 1,535,886

Impairment WA
At 1 January ®1A1R8 (164,620) (137,297)
Impairment loss recognised in the year FARAEERREREE (48,809) (27,323)
At 31 December ®12A31H (213,429) (164,620)

Carrying values IREE

At 31 December ®12H318 1,322,457 1,371,266

EITRENAR  mERAMERENRESE
SEB c RARFHREELBEVNEEERE

For the purpose of impairment testing, goodwill has been
allocated to two individual CGUs. The carrying amounts of

goodwill (net of accumulated impairment losses) allocated to BB ETRERB) T :
these CGUs are as follows:

2020 2019
20204 20194
RMB’000 RMB’000
ARBT T AREETF T
Modern Farming (Note i) WA () (LD 310,426 310,426
ADH Companies (Note ii) ADHZR &) (it &Eii) 1,012,031 1,060,840
1,322,457 1,371,266
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18. GOODWILL (continued)

Notes:

The Group's goodwill of RMB310,426,000 arose from
acquisition of Modern Farming (Group) Co., Ltd. ("Modern
Farming”) in 2009 (the “2009 Goodwill”). Accordingly, for the
purpose of impairment testing, the 2009 Goodwill has been
allocated to the dairy farming business of Modern Farming
and its subsidiaries at the point of acquisition, being the group
of CGUs engaged in dairy farming operations (the “Modern
Farming CGU") and represent the lowest level within
the Group at which the goodwill is monitored for internal
management purposes.

The recoverable amount of the Modern Farming CGU has
been determined based on a value in use calculation. That
calculation uses cash flow projections based on financial
budgets of five years approved by the management and a pre-
tax discount rate of 12.5% (2019: 12.3%). Cash flows beyond
the budgeted period are extrapolated using a 2.5% (2019:
2.5%) growth rate. Other key assumptions for the value in use
calculation include the estimated future market price of raw
milk, the estimated average daily milk yield at each lactation
cycle and the estimated feed costs per kg of raw milk. Such
assumptions are based on the unit's past performance and
management’s expectations for the market development.
Management believes that any reasonably possible change
in any of these assumptions would not cause the aggregate
carrying amount of the Modern Farming CGU to exceed the
aggregate recoverable amount of the Modern Farming CGU.

The Group’s goodwill of RMB1,225,460,000 arose from
acquisition of the Asia Dairy Holdings and Asia Dairy Holdings
Il (the “ADH Companies”) in 2015 (the “2015 Goodwill”).
For the purpose of impairment testing, the 2015 Goodwill has
been allocated to the ADH Companies, being the group of
CGUs engaged in dairy farming operations (the “ADH CGU")
and represent the lowest level within the Group at which the
goodwill is monitored for internal management purposes.

The recoverable amount of the ADH CGU has been
determined based on a value in use calculation. That
calculation uses cash flow projections based on financial
budgets of five years approved by the management and a pre-
tax discount rate of 12.5% (2019: 12.3%). Cash flows beyond
the budgeted period are extrapolated using a 2.5% (2019:
2.5%) growth rate. Other key assumptions for the value in use
calculation include the estimated future market price of raw
milk, the estimated average daily milk yield at each lactation
cycle and estimated feed costs per kg of raw milk. Such
assumptions are based on the unit's past performance and
management’s expectations for the market development.

Due to increase of the feed costs and decrease of the
milk yield, an impairment loss of RMB48,809,000 (2019:
RMB27,323,000) was recognised in the year, being the excess
of the carrying amount of the ADH CGU over the recoverable
amount of RMB2,630,478,000 (2019: RMB2,514,830,000)
determined based on the above value in use calculation.
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19. INTERESTS IN ASSOCIATES 19. REFE QRIS

2020 2019
20204 20194
RMB’000 RMB’000

ARBTR ARBET T

Cost of investments in associates B D R IRE R A 198,938 156,040
Share of post-acquisition profits and PIEWHE R T &
other comprehensive income Hap 2wk A 90,922 59,352
289,860 215,392
Details of the Group's interests in associates are as follows: REERBE N RNERFBAT
Place of Proportion of
Name of company establishment ownership interest Voting rights Principal activities
kL R b5 RAEERL 4 IEXR
31/12/2020 311122019 31/12/2020 3171212019
20205 2019% 2020 20195
12A318 12A31A 12A318 12A31A
% % % %
HeFei Mengniu Modem Farming Dairy The PRC 49.09 49.09 49.00 4900 Liquid milk
Products Co., Ltd. (“Feidong") # producing
AEFFARMEIHRBRAR(RR]) EERED
Modem Farming (Bengbu) Co., Ltd. The PRC 49.09 49.09 49.00 4900  Liquid milk
("Bengbu”) # producing
RRUEGR)BERAR(HE]) EERED
Jiangyin Dairy Energy Environment The PRC 29.45 29.45 30.00 3000 Power generation
Technology Co., Ltd G RREE

("Jiangyin Dairy Energy") (Note)
TRMERANBARAR (NI
(R

Note: On 23 August 2019, Modern Farming and Jiangsu Agriculture MizE :  H2019F8A238 - HARKE(EE) &+
Environment Energy Technology Co., Ltd., an entity EREREEEAERAREENEET

designated by CITIC Environment Investment Group Co.,
Ltd., entered into an agreement in relation to the formation
of Jiangyin Dairy Energy, pursuant to which Modern Farming
holds 30% equity interest of Jiangyin Dairy Energy. During
the current year, Modern Farming has contributed cash of
RMB42,898,000 as capital injection in Jiangyin Dairy Energy.
Jiangyin Dairy Energy acquired the entire equity interests
in Modern Energy (Wuhe) Co., Ltd. ("Wuhe Energy”) and
Modern Energy (Hefei) Co., Ltd. (“Hefei Energy”), then
wholly-owned subsidiaries of Modern Farming, in January
2020. Further details of the transaction are set out in Note 36.

R RIREREHL AR A RIBEA ST R 4R
BERT M ek - Bt MABEEE)
BILRHEEI0%RE - RAFE - BR
WHE(EE)FTERE ARK42,898,000
TL o ERIIREHEEREE o TTREHAER
202041 A BB IR AR (B BRR A A
(THEAEER]) RBERERERERR
A EREETR]) &2 3P Ak (AR A
XEEEERNZEANBAR) - BB
SR — SR BE N MITES6 o
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19. INTERESTS IN ASSOCIATES (continued) 19. REtE QAR EREw
Summarised financial information of material BEABE AWM KERME
associates
Summarised financial information in respect of each of the TXEHFIALE S EREE R BNMBER
Group's material associates is set out below. The summarised BE - LTHBERBE R LA AIRER
financial information below represents amounts shown in the BRE SRS EARROTERRATEE
associate’s financial statements prepared in accordance with
IFRSs.
All of these associates are accounted for using the equity REFEEMBREA - TEZEHE QA
method in these consolidated financial statements. BEAEREAAR -
Feidong BER
2020 2019
20204 20194
RMB’'000 RMB'000

AR®TR AREFT

Current assets mENEE 80,463 82,680
Non-current assets FEREBNEE 149,987 161,360
Current liabilities RBBE 41,991 68,875
Non-current liabilities ERBEE 11,295 11,954
Revenue KA 278,026 286,457

Profit and total comprehensive income for & Rj@ FI| &k 2 E U A 4258
the year 13,953 22,861

Adjustments due to the difference between & HEIARSBEIRAER R T

the carrying value and fair value of A EREE RN FE
the Group's remaining interests in EHEHH AR
Feidong on the date of disposal (1,094) (2,018)

12,859 20,843

,\\
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19. INTERESTS IN ASSOCIATES (continued)

Feidong (continued)

Reconciliation of the above summarised financial information
to the carrying amount of the interest in the associate

BXR @

recognised in the consolidated financial statements:

19. REFE RN TNERw

B BERGERENGS
R R RERAREELR

BT RR AR

2020 2019
2020%F 20194
RMB’'000 RMB'000
AR®T T AREETF T
Net assets of Feidong ERFEE 177,164 163,211

Proportion of Modern Farming's PR E (RE)RERE
ownership interest in Feidong A RERER LI 50% 50%

The Group's share of net assets of AEESEERFEE
Feidong 88,582 81,606
Gooduwill B 251 251
Fair value adjustments N ERAE 830 1,377
89,663 83,234
Bengbu iR

2020 2019
20205 20194
RMB’'000 RMB’000
AR¥T T AREETF T
Current assets nBEE 293,724 265,424
Non-current assets ERBEE 146,580 167,302
Current liabilities P IN=NET 122,809 164,304
Non-current liabilities FERBBE 10,917 13,488
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19. INTERESTS IN ASSOCIATES (continued)

19. REFE QAT RER W

Bengbu (continued) ﬁjﬁ(ﬁa)
2020 2019
20205 20194
RMB’000 RMB'000
AR¥T AREFTT
Revenue WA 842,279 748,188
Profit and total comprehensive income for & R FI| &2 2 E U A 4258
the year 51,644 49,139
Adjustments due to the difference between & HEIARE BN EIRHT
the carrying value and fair value of the R O AR (B BN B 2 A
Group's remaining interests in Bengbu on 7 B8 i) %
the date of disposal (2,444) (1,024)
49,200 48,115
Reconciliation of the above summarised financial information FAEI B E R R ERAR S I S R ER R
to the carrying amount of the interest in the associate REFE QRS REESER
recognised in the consolidated financial statements:
2020 2019
20205 20194
RMB’'000 RMB'000
ARBTT ARETTT
Net assets of Bengbu AR RS 306,578 254,934
Proportion of Modern Farming’s ownership R4 (R E) R FIR A
interest in Bengbu BRSO 50% 50%
The Group's share of net asset of Bengbu ~ AEE D (HEFIBFEE 153,289 127,467
Goodwill S 33 33
Fair value adjustments N EFAE 3,436 4,658
156,758 132,158
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19. INTERESTS IN ASSOCIATES (continued) 19. E/\\\Hﬁﬁ% i\\ ﬁ.l Elg*gﬁ_ﬁ(ﬁ)
Information of an associate that is not individually BRI FEERNEE QATER
material
Jiangyin Dairy Energy STRE4EE
2020 2019
20204 20194
RMB'000 RMB’'000

ARMT T ARET T

The Group's share of profit of Jiangyin ARE BRI HALE T
Dairy Energy 541 -

Carrying amount of the Group's interests in  ANEE T2 FLER

Jiangyin Dairy Energy HEmREE 43,439 -
20. EQUITY INSTRUMENTS AT FAIR VALUE 20. BAFEFAHMEZEW AN
THROUGH OTHER COMPREHENSIVE EEIHR
INCOME
2020 2019
20205 20194
RMB'000 RMB’000

ARBTR ARBET T

Unquoted equity investments RBEERRE 5,080 3,959
The above unlisted equity investments represent the Group's i 3E PR IR E e AN SR B S R B S FL
equity interest in private entities established in the PRC. AEBOERRE - AREFHEZSKRE
The Directors have elected to designate these investments HTPERRHENHE - HEERZEER
in equity instruments at FVTOCI as they believe that the TEARERERRLFEFTAEMEEE
investments will not be sold for trading purpose. A e

T
—_—
~J |
o &
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21. BIOLOGICAL ASSETS

A — Nature of activities
The biological assets of the Group are dairy cows held to
produce raw milk.

The quantity of dairy cows owned by the Group at end of the
reporting period is shown below. The Group’s milkable cows
are dairy cows held for milk production. Heifers and calves
are those dairy cows that have not reached the age that can
produce milk.

21. EEE

A-EKMHE
AEBBOEMEERFBEEERBNIL
¢ o

UTRARERBERRERNITHE -
AEENDZRREDOAS - NEFER
NEBRARAMEDFEROILL o

2020 2019

20204 20194

heads heads

SR el

Milkable cows e 136,203 135,185
Heifers and calves INFAE RN 111,168 98,433
Total dairy cows FLAFmEEt 247,371 233,618

The Group is exposed to fair value risks arising from changes
in price of raw milk. The Group does not anticipate that
the price of the raw milk will decline significantly in the
foreseeable future and the Directors are of the view that there
is no available derivative or other contracts which the Group
can enter into to manage the risk of a decline in the price of
the raw milk.

In general, the heifers are inseminated with semen when
heifers reached approximately 14 months old. After an
approximately nine months’ 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 340 days before approximately 60 days dry
period.
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21. BIOLOGICAL ASSETS (continued) 21. i%ﬁ%(ﬁ)
A — Nature of activities (continued) A-EBMEE@®
When a heifer begins to produce raw milk, it is transferred /NG RGERENE - IRER B 88
to the category of milkable cows based on the estimated fair et AP EEEE NS ER -

value on the date of transfer.

The Group is exposed to a number of risks related to its AEEEGEAFYEEERNZERR -
biological assets. The Group is exposed to the following REBEEGIATESRR -

operating risks:

i Regulatory and environmental risks i

The Group is subject to laws and regulations in the
location in which it operates plantation and breeding.
The Group has established environmental policies
and procedures aimed at compliance with local
environmental and other laws. Management performs
regular reviews to identify environmental risks and
to ensure that the systems in place are adequate to
manage these risks.

ii. Climate, disease and other natural risks ii.

The Group's biological assets are exposed to the risk
of damage from climatic changes, diseases and other
natural forces. The Group has extensive processes in
place aimed at monitoring and mitigating those risks,
including regular inspections and disease controls and
surveys and insurance.

ERRRERRE
rEMRETEHRRSEERER
THEFTEMEERFOER - ARER
1 E 5§ B T E M IRIE M E A RN
BREWRERER - EEEETEHRR
EUBBRERR RERRERZRR
INEEZERRE -

Rix - KERHEMERER

bt AEhkEtEARZREETOHA
o AEECDBEREEMAEZSER
REER  BREESRE RKBES
BB KRR

B — Quantity of the agricultural produce of the B-FAEBEYEENEBEXLEENHE

Group's biological assets

2020 2019
20204 20194F
kg kg
TR F5e

Volume of milk sold IhEHE

1,456,962,000 1,365,739,000
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21. BIOLOGICAL ASSETS (continued) 21. EW?E(E)
C - Value of dairy cows C-HA4WEE
The fair value less costs to sell of dairy cows at end of the HEHRROILGF D FEREEKAE 0
reporting period is set out below: TS 8
2020 2019
2020%F 20194
RMB’'000 RMB’000
ARMF T AREFTT
Milkable cows s 5,084,343 5,543,159
Heifers and calves IINEHAE RN 2,016,900 1,916,200
Total dairy cows 4485t 7,101,243 7,459,359
Heifers and Milkable
calves cows Total
NEERNE 4 st
RMB’000 RMB’000 RMB’000
ARBFIT ARBTT ARBT T
Balance at 1 January 2019 R2019F1 A1H MR 2,081,100 5,636,013 7,717,113
Feeding cost and other £08 B A S EL A AR R A AR
related costs 1,388,057 = 1,388,057
Transfer % (1,665,379) 1,665,379 -
Decrease due to disposal S B R (93,387) (513,203) (606,590)
Gain (loss) arising from AFERFEEERILE
changes in fair value less 5 B AN EE A R
costs to sell of dairy cows (&518) 205,809 (1,245,030) (1,039,221)
Balance at 31 December 2019 72019412 A 31 H 894564 1,916,200 5,543,159 7,459,359
Feeding cost and other #08 B A S ELA AR A A AR
related costs 1,332,078 - 1,332,078
Transfer B (1,680,627) 1,680,627 -
Decrease due to disposal HESZBR D (108,330) (550,548) (658,878)
Gain (loss) arising from AFERFEELERILE
changes in fair value less 85 B AN EE A O MR
costs to sell of dairy cows (E518) 557,579 (1,588,895) (1,031,316)
Balance at 31 December 2020 72020512 A 31 H 894564 2,016,900 5,084,343 7,101,243
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21. BIOLOGICAL ASSETS (continued) 21. i%ﬁ%(%)

C — Value of dairy cows (continued)

The Group has engaged Jones Lang LaSalle Corporate
Appraisal And Advisory Limited, an independent firm of
professional valuers, to assist it in assessing the fair values
of the Group's dairy cows. The independent valuer and
the management of the Group held meetings periodically
to discuss the valuation techniques and changes in market
information to ensure the valuation was performed properly.
The valuation techniques used in the determination of fair
values as well as the key inputs used in the valuation models
are disclosed in Note 40.

As at 31 December 2020, the Group's dairy cows in the
amount of RMB754,014,000 (2019: RMB838,666,000) were
pledged to banks to secure certain bank borrowings granted
to the Group (Note 29).

The aggregate gain or loss arising on initial recognition of
raw milk and from the changes in fair value less costs to sell of
dairy cows is analysed as follows:

C-I4HEEm

AEEE RRMPEBITEET G EFEHRAER
NABYEEGHERR) BPHHEFHAEE
M ATE - B GEMEREBEEEE
FHRITEE  mEERTRTmSERE
g) - LUREBEZAETT - BERATENA
HERTERGEERATAEFZGASERE
REIEE40 ©

MR2020F12A831H  AEBARE
754,014,0007T (20194 : A R #838,666,000
TMNE IR TRT  (EARTALER
B FERITIE A ER (HH5E29) ©

TS RRBRDNIL A FEED
S AR RV T AR ¢

2020 2019
20205 20194
RMB’000 RMB'000
AR¥T ARBTT
Gains arising on initial recognition of RBUE R N T EREE
raw milk at fair value less costs to sell BNV A AR BRI E A Y
at the point of harvest Wz 2,277,414 1,938,360
Loss arising from changes in fair value HERTEEHRIFHE
less costs to sell of dairy cows PXANEE BV 1R (1,031,316) (1,039,221)
1,246,098 899,139

e
£ 180\‘
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22. INVENTORIES 22. EE
2020 2019
20204 20194
RMB’000 RMB’000
ARET T AREET T
Feeds ga Rt 1,108,020 1,032,634
Others HAh 50,623 45,857
1,158,643 1,078,491

23. TRADE AND OTHER RECEIVABLES AND

23. EWE SRR K E B FRIE N

ADVANCE PAYMENTS KA RIE
2020 2019
20204 20194
RMB’000 RMB’000
AR¥T R AREEF T
Trade receivables FEUE IR 639,768 550,205
Less: allowance for credit losses o EEEIEERE (8,483) (8,635)
631,285 541,570
Advance payments for feeds, gRR - MR RE M EAK
materials and others 47,736 64,819
Input value added tax recoverable AT YL O] #E TH I E A 2,938 2,591
Receivables from disposal of property, HEWE - BEREZED
plant and equipment e IE 999 4,015
Receivables from disposal of subsidiaries S FTE A Rl B IR R IR
(Note 36) (BT 5E36) 7,406 =
Short-term loan receivables (Note) EHE R E R () 8,092 -
Others HAit 8,203 5,293
706,659 618,288
Note: On 18 September 2020, Modern Farming (Chabei) Co., Ltd. Mtz :  F2020569F18H  MRMKE(EE)H

2EMBARRRBEERIL)BRAF
(T DA T RFEB T EE =TT
N ERGE B FdEmE =T RHE
AR¥8,000,0007THIER - ZEERR
BRI IR F FH5.225%= & - B
JEAREE -

(“Chabei"”), a wholly-owned subsidiary of Modern Farming,
entered into a loan agreement with a third party under the
direction of local government, pursuant to which, Chabei
provided a loan of RMB8,000,000 to the third party. The loan
is unsecured and bears interest at 5.225% per annum and will
mature in 8 months.

[l
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23. TRADE AND OTHER RECEIVABLES AND 23. EWE FERA K% H b FE U FRIE LA

ADVANCE PAYMENTS (continued) EEMNKE@®

As at 1 January 2019, trade receivables from contracts with 201951 A1H - REBFEHNEKRE S
customers amounted to RMB697,756,000. BRFA AR #697,756,0007T °

Trade receivables at the end of the reporting period HE AR B E 5 RN E R IR HE R
principally represent receivables from sales of raw milk. The EVEUGRIA - AEERTHEFIORNEE
Group allows a credit period of 30 days to its customers. B o

The following is the aged analysis of trade receivables, net of ¥ E AR IRE R H H (B3R5 HAR B B
allowance for credit losses, presented based on the invoice AR B HEE) 250 EKE R F0kk
dates at the end of the reporting period, which approximated FEBEEBNERERITET ¢

the respective revenue recognition dates at the end of the
reporting period:

2020 2019
20204 20194F
RMB’000 RMB'000

ARBTR ARBET T

Trade receivables FEUE ZERR
—within 30 days - 30K AR 631,285 541,570
Details of impairment assessment of trade and other FEWUE 5 BRI H At FE GR BB B AT 5 E 15
receivables are set out in Note 38. YA FE3S ©

24. DERIVATIVE FINANCIAL INSTRUMENTS 24, fTHESWMTIA

Assets Liabilities
BE a8
31 December 31 December 31 December 31 December
2020 2019 2020 2019
20204 20194 2020% 20194
12A31H 12A318 12A31H 12H318
RMB'000 RMB'000 RMB'000 RMB'000

ARBTR ARETT ARBTR ARETT

Interest rate swaps (Note i) 7 %45 2 (5% - 4,325 (52,264) (15,134)
Foreign currency forward ~ SMNERHEIE A
contracts (Note i) (o EEaD) 11,145 53,505 - (140)
Foreign currency option S E ERRE A 4
contracts (Note ii) (Bt 3Eii) - 31,713 (31,074) =
11,145 89,543 (83,338) (15,274)
Analysed as: DA
Current mE 11,145 89,543 (59,338) (15,274)
Non-current ERD - - (24,000) =
11,145 89,543 (83,338) (15,274)

b

=102 \\
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24. DERIVATIVE FINANCIAL INSTRUMENTS 24. fTEEM I Amw

(continued)

Notes: MEE
i Major terms of the interest rate swaps are as follows: [ MR E B IRFAT -
Nominal amount Swaps
BESHE =8
At 31 December 2020
R20205F12H31H
United States Dollars (“US$") 542,300,000 From LIBOR* to 0.66%-1.90%
542,300,0005 7T ([ & 7)) B W BERTT R B E0.66%E1.90%
HK$1,500,000,000 From HIBOR* to 2.59%-2.62%
1,500,000,0007 7T BEERITREFEE259%E2.62%
At 31 December 2019
R20195F12H31H
US$300,000,000 From LIBOR to 1.53%-1.54%
300,000,000% 7T BimBERTTRER S E1.53%%1.54%
HK$1,500,000,000 From HIBOR to 2.59%-2.62%
1,500,000,0007% 7T BEBRITREREE2.59%%E2.62%
* London Interbank Offered Rate (“LIBOR") @ RBBITRERE (RBBITRER
=)
Hong Kong Interbank Offered Rate ("HIBOR") EBRTRAEFRE(EBRITEAERF
=)
The Group entered into several interest rate swaps contracts NEHEE THRITEI LA T XK= 2
with certain banks to hedge the risk of interest rate fluctuation Ay PSR E F i 8 R R B SR T

arising from certain bank loans at floating interest rate. The fair .y N
d J . ERELHFREDEAR - BHHA
value changes of the swaps were recognised as a deduction of

finance costs. TEZBERANBREEKA -

e

< 5
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24. DERIVATIVE FINANCIAL INSTRUMENTS 24, fTEEM I Aw

(continued)
Notes: (continued) MIsE : (8)
ii.  Major items of the foreign currency forward contracts and the i. NERBAEAORIIMNERESHETEZEEAMN
foreign currency option contracts are as follows: T 8
Nominal amount Forward exchange rates
BELHE EHEXR

At 31 December 2020

R202012H31H
HK$1,230,390,000 US$0.1274 to US$0.1280: HK$1
1,230,390,0007%8 7T 0.1274% 7L E0.1280F T 1B T

At 31 December 2019

R2019F12A31H

US$187,700,000 RMB6.4800 to RMB7.0000: US$1
187,700,0003 7T AR #6.48007TE AR #7.00007T 5, 15£ 7T
HK$1,230,390,000 US$0.1274 to US$0.1280: HK$1
1,230,390,0007%8 7T 0.12743£ T £0.1280F T H 1B TT

Nominal amount Type Position  Prices

HEDHE B|E FRKE B

At 31 December 2020

20209 12531H
US$257,000,000% Call Long RMB6.7000 to RMB6.8790: US$1
257,000,0003 7T * RAE 7E  AR6.70007TE ARME6.87907T K 13T
Put Short  RMB6.7000 to RMB6.8790: US$1
R #E  ARME67000mEARE6.87907T 5, 1% TT
Call Short  RMB7.1000 to RMB7.3000: US$1
RAE #E  ARME7.10007TEARKE7.30007T 5125 7T
At 31 December 2019
R2019412H31H
US$217,000,000% Call Long RMB6.7000 to RMB6.8900: US$1
217,000,0003 7T * R TR ARM67000TEARM6.89007TH 17T
Put Short  RMB6.7000 to RMB6.8900: US$1
R #E  ARME67000TEARKE6.89007T K, 135 7T
Call Short  RMB7.1000 to RMB7.3000: US$1
RE #E  ARE7.1000TEARKE7.30007T 5 1% 7T
US$26,300,000* Call Long RMB6.8820: US$1
26,300,0003€ 7T* R Fa ARM¥6.88207TH 1%ETT
Put Short  RMB6.8800: US$1
R *E  ARM6.88007T i 1%ETT
US$26,000,000 Call Long  RMB5.8000: US$1
26,000,0003 7T R Fa  ARM580007TH 13T
&3 These are currency call/put option portfolios. * ZEREBRE AL ERES -

=== =

184>
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24. DERIVATIVE FINANCIAL INSTRUMENTS

(continued)
Notes: (continued)

ii. Major items of the foreign currency forward contracts and the
foreign currency option contracts are as follows: (continued)

The Group entered into several foreign currency forward
contracts and foreign currency option contracts with certain
banks to hedge the currency risk arising from certain of its bank
loans denominated in US$ and HK$. The fair value changes of
the foreign currency forward contracts and the foreign currency
option contracts were recognised in other gains and losses.

ii.  The valuation techniques used in determination of fair values of

the interest rate swaps, foreign currency forwards and foreign
currency options are disclosed in Note 40.

25. OTHER FINANCIAL ASSETS

24, fTHEERM I BEw

i ()

i SNERBAORIMNEREAHNTIREEWN
T

AEBEE TRITRILE THNEERAL
RONEERA L) - LEIHRE FIAETRE
TERHEMRITERELNEERR - SMNE
EHAHORINERES NN D FEESN
HAieas R BB HERR

i, EEMEHEH - INERRRINEBEAF
BEE R ERITS B RN M FE40

25. At e mEE

2020 2019
20204 20194
RMB’000 RMB’000

AR¥TR AREFT

Structured bank deposits HEMIRITIER

50,000 -

The balances represented short-term deposits placed
within reputable banks in the PRC with variable interest
rate determined by reference to change in foreign currency
exchange rates and will mature on 29 March 2021. These
deposits are stated at FVTPL.
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26. PLEDGED BANK DEPOSITS AND BANK 26. CEHBRITERURBITERRK

BALANCES AND CASH BE
2020 2019
20204 20194F
RMB’000 RMB'000
ARET T AREETF T

Pledged bank deposits SERRTER

Current (Note i) e Eh (kD 34,503 80,122
Non-current (Note i) FE 7 B (i 5ii) 122,706 -
157,209 80,122

Notes: P &E -

i. The current pledged bank deposits carry interest at prevailing
market rates ranging from 0.30% to 1.80% (31 December 2019:
0.30% to 1.95%) per annum and represent deposits pledged
for letter of credit and bills payable.

ii. The non-current pledged bank deposits represent deposits
which will mature in May 2023 and carry interest at prevailing
market rates of 3.58% per annum and have been pledged for
bank borrowings.

186 >

II,:
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26. PLEDGED BANK DEPOSITS AND BANK

AR A MRS RR I R

FOR THE YEAR ENDED 31 DECEMBER 2020 #2020 12A318 L FE

26. EEHBRITERUARBITERR

BALANCES AND CASH (continued) IE%(%)
2020 2019
20204 20194
RMB’000 RMB’000
AR®T T AREF T
Bank balances and cash RITHBR RS
Bank balances and cash RITEHREIES
Cash on hand FHEES 10 20
Bank balances RITREER 1,144,337 961,074
1,144,347 961,094
Time deposits with original maturity [REIEA A #BE = A H &Y
over three months (Note i) TE HATE 3R (B i) 41,215 67,653
Cash and cash equivalents as stated in FERERERAMTEER
the consolidated statement of ReEEY (M)
cash flows (Note ii) 1,103,132 893,441
Bank balances and cash RITHEBR KRS 1,144,347 961,094
Analysed as: DR -
Current mE 1,123,710 961,094
Non-current FERED 20,637 -
1,144,347 961,094

Notes:

GEE

i. Time deposits with original maturity over three months were i.
held within banks and carry interest at prevailing market rate
of 0.36% to 3.70% (31 December 2019: 1.70% to 1.79%) per

annum at 31 December 2020.

ii. Cash and cash equivalents comprise cash, cash at banks and ii.
short-term time deposits with original maturities of three
months or less which are held within banks and carry interest at
prevailing market rate of 0.01% to 1.50% (31 December 2019:
0.30% to 2.64%) per annum at 31 December 2020.
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26.

27.

=== =

PLEDGED BANK DEPOSITS AND BANK 26. EERBRTERUARRTERRK
BALANCES AND CASH (continued) Eﬁ%(%)
Pledged bank deposits and bank balances and cash at 31 20204 201912 A31 BB 2 HH#RR1T
December 2020 and 2019 are denominated in US$, Euro ERUARRITEBRBERTIUET - BT
("EUR"), HK$ and RMB. RMB is not freely convertible in the (T&7x)) - BTk AREE - ARBHER
international market. The exchange rate of RMB is determined B E e Em L - ARKEHER]TIH
by the government of the PRC and the remittance of these TERFEE  MEZFESNHEELZA
funds out of the PRC is subject to exchange restrictions X EBTE R E R E GIFTRER
imposed by the government of the PRC.
Certain bank balances that are denominated in currencies NEBERNNEEE NI EEHENE
other than the functional currency of the relevant entities are TRITAEEREZ AT
set out below:
2020 2019
2020%F 20194F
RMB’000 RMB'000
AR®TT AREFT
uss$ EP 134,071 58,893
EUR BT 255 909
HK$ HBIT 46,305 38,432
A DISPOSAL GROUP CLASSIFIED AS HELD 27. B ERIFFEHEN HEA 5

FOR SALE

On 31 December 2019, Modern Farming entered into two
share transfer agreements (the “Transfer Agreements”) with
Jiangyin Dairy Energy (an associate of the group), pursuant
to which Modern Farming agreed to sell, and Jiangyin Dairy
Energy agreed to acquire, the entire equity interests in Wuhe
Energy and Hefei Energy (Wuhe Energy and Hefei Energy are
collectively referred to as the “Two Energy Companies”),
the then wholly-owned subsidiaries of Modern Farming which
were spun off in July 2019 as further disclosed in Note 43 (iii),
at an aggregate cash consideration of RMB148,124,000.

~188 >

22 5l
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27. A DISPOSAL GROUP CLASSIFIED AS HELD

FO R SALE (continued)

The assets and liabilities attributable to Wuhe Energy and
Hefei Energy, which are expected to be sold within twelve
months as at 31 December 2019, have been classified as a
disposal group held for sale and are presented separately
in the consolidated statement of financial position on 31
December 2019. The disposal was completed in January
2020. Further details of the transaction are set out in Note 36.

The major classes of assets and liabilities classified as held for
sale are as follows:

27. 2ERFELHENHEA R @

MR R EERELEEERAE (FEH
2019 12A3 1B+ Z@AREL)ES
HMAERELENDEAEBLMN2019F128
JMNAERETHERARADFEZY - B@EH
EER2020F1A5EK - B HME—F
SFIBEAHIFES6

DERFBHEHENEERBEIZRRIMN

™

Wuhe Energy Hefei Energy Total
FTEEIR BIREER @t
RMB’000 RMB’'000 RMB’000

ARBTFT AR®TRT AR%®T:R

Property, plant and equipment Mm% - BEKERE 49,723 20,477 70,200
Inventories FE 21 74 95
Trade and other receivables FEWE R R EH Ay
FEYGRIE 324 68 392
Bank balances and cash RITEHREES 365 398 763
50,433 21,017 71,450
Trade and other payables JERT & Z AR Ho At
FETERIA (1,007) (1,189) (2,196)

F-94
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28. TRADE AND OTHER PAYABLES 28. ENE SRR EmEMN IR
The credit period granted by suppliers for trade purchases is HEEBRTRERFNEESH -—MRAB120K
generally within 120 days. The following is an aged analysis of LA o LT ARRBREAROENE SRR R
trade and bills payable at the end of the reporting period: ER IR ERER D AT -

2020 2019
20205 20194F
RMB’000 RMB‘000

ARBTR ARBET T

Trade payables JERTE 5 8RR
— within 60 days - 60K AR 610,589 905,457
—beyond 60 days but within 120 days — EBBOORE 120K AR 146,753 213,925
—beyond 120 days but within 360 days — B8 120 KB 360K AR 44,539 18,536
- beyond 360 days but within 720 days - EBE360RIBR 720K AR 15,015 16,747
Bills payable (Note) A ZE % (I FE) 15,659 2,841
832,555 1,157,506
Payable for acquisition of property, plant ~ BEE®E - K5 K& EE
and equipment A 217,521 140,350
Accrued staff costs JERTB TR 212,269 113,503
Advance payments from disposal of SISO TERRIE
dairy cows 27,093 20,733
Others Hits 121,348 89,596
1,410,786 1,521,688
Note: Bills payable are with maturities within twelve months from M s ENRBERZEETESR; @A
the respective issuance dates. RENH] -
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29. BANK BORROWINGS 29. SBITER
2020 2019
20204 20194
RMB’'000 RMB'000

AR¥T T ARBTT

Bank borrowings: IRITIERK
Unsecured AR 5,281,002 5,320,114
Secured (Note) EER S 361,324 218,360
5,642,326 5,538,474
Carrying amounts repayable: [EEEREE :
Within one year —FE AR 3,471,314 3,822,643
Between one to two years —FEWMFNRN 703,519 1,525,831
Between two to five years MEZRAFR 1,467,493 190,000
5,642,326 5,538,474
Less: Amounts due within one year shown & : KRB BEE F7R
under current liabilities —F AR A 3,471,314 3,822,643
2,171,012 1,715,831
Note: Certain bank borrowings as at 31 December 2020 and 2019 MRE © 720204 %2019 12 831 A W% FIRTT
were secured by biological assets and bank deposits owned ERAAEEEENENEERRITE
by the Group as set out in Note 21 and Note 26 respectively. (D BB RA B 3121 R B 55 26) YEHE AR -
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29. BANK BORROWINGS (continued)

29. SRITERm®w

The bank borrowings comprise: IRITIERBLE
2020 2019
2020%F 20194
RMB’000 RMB'000
AR®T T AREFT
Fixed-rate borrowings TEEMEX 2,230,939 1,449,411
Variable-rate borrowings FEMER 3,411,387 4,089,063
5,642,326 5,538,474

In September 2017, the Company entered into a bank loan
arrangement with several banks, under which the Group was
allowed to borrow US$300,000,000 loan from the banks at
floating interest rate determined as LIBOR+1.9% per annum
and the upfront fee amounted to US$5,400,000 (equivalent
to RMB35,839,000). The Group withdrew US$170,000,000
(equivalent to RMB1,127,603,000) in 2017 and withdrew
US$130,000,000 (equivalent to RMB824,668,000) in 2018. The
borrowings were fully repaid during the current year and the
effective interest rate was 4.18% per annum.

In September 2018, the Company entered into a facility
agreement with several banks, under which the Group was
allowed to borrow HK$1,500,000,000 loan from the banks at
floating interest rate determined as HIBOR+1.7% per annum
and the upfront fee amounted to HK$27,000,000 (equivalent
to RMB24,187,000). The Group withdrew HK$1,500,000,000
(equivalent to RMB1,284,780,000) and partially repaid
HK$270,000,000 (equivalent to RMB243,000,000) in 2019, and
the effective interest rate is 5.17% per annum.
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720174698 » AR B EE TIRITFISLERTT
ERTH Bt AEEEAFJRITEA
B 5X300,000,000% T © FFRBBIRITR
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2018598 » AARIEE FHRITEILAE
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29. BANK BORROWINGS (continued)

In June 2020, the Company entered into a facility agreement
with several banks, under which the Group was allowed
to borrow US$200,000,000 loan from the banks at floating
interest rate determined as LIBOR+1.65% per annum and
the upfront fee amounted to US$3,600,000 (equivalent
to RMB25,145,000). The Group withdrew US$200,000,000
(equivalent to RMB1,368,862,000) in 2020, and the effective
interest rate is 3.49% per annum.

Save as set out above, the effective interest rates of the
Group's bank borrowings equal to contractual interest rates.
The effective interest rates per annum are as follows:

29. SRITER@®

202096 A © RRFEETFRTEILBE
W B AEEEAEBRITEAER
200,000,000 7t © BFEmABITREER
B+1.65%H) % 8 F & & A £13,600,000% 7T
(FE W ARMBE25,145,0007T) 9 Bl B 1+ 30 5+
B o AL ER 20204 $2E1200,000,0003 7T
(HEENARE,368,862,0007T) © BB 4
FIE A3.49% °

B bitES  AEERITEROEREN XS
RIR&E LT « LT RERFR =

2020 2019
20204 20194

Fixed-rate borrowings E
Variable-rate borrowings p

Interest rate of variable-rate borrowings are determined
based on the benchmark lending rate and loan prime rate
announced by the People’s Bank of China, the LIBOR and the
HIBOR.

The bank borrowings are denominated in the following

3.20%-5.00%
4.28%-5.17%

0.66%-5.00%
1.22%-5.17%

% BEREFETIRIER B ARRT - R
RITAEFRBRBBRITAERSDMOHE
REENELERREEMNXMETE -

RITERATIERHE

currencies:
2020 2019
20204 20194
RMB’000 RMB’000
ARET T ARET T
us$ £ 1,570,957 2,083,136
HK$ BT 1,031,784 1,095,831
RMB AR 3,039,585 2,359,507
5,642,326 5,538,474

or-

o 5]
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30. OTHER BORROWINGS 30. HMER
2020 2019
20205 20194
RMB’'000 RMB'000

AR¥TR ARBET T

Carrying amounts payable: JEERm S
Within one year —FR
~ Mengniu Entrusted Loan -R4LTEER
(Note 42(d)) (GEZYC)) - 1,001,330
- Borrowing from a financial - SR E R M)
institution (Note) - 50,083
- 1,051,413
Less: Amounts due within one year shown & : —F AR HIFRIER B
under current liabilities BEETIR - 1,051,413
Amounts due after one year — & | BAFRIA - -
Note: On 26 February 2019, the Group entered into a loan fizE : M2019F2H26H » AEEE—fH &

agreement with a financial institution, pursuant to which the
Group borrowed RMB50,000,000 from the financial institution
which matured on 28 February 2020. The loan is unsecured
and bears a fixed interest rate of 5.00% per annum. The
borrowing was repaid upon expiry.
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FOR THE YEAR ENDED 31 DECEMBER 2020 %Z12020¢12ﬂ JNHILFE

31. LEASE LIABILITIES 1. HE8E
2020 2019
20204 20194
RMB’000 RMB’000
ARMT T AREET T
Lease liabilities payable: ERNHEERRE :
Within one year —FR 23,851 23,238
Within a period of more than one year —F LA EETBBMEN
but not exceeding two years ST 10,572 9,676
Within a period of more than two years MFIA BT HEBTFH
but not exceeding five years HEA 32,708 31,458
Within a period of more than five years BRAFMNE/EA 152,762 164,975
219,893 229,347
Less: Amount due for settlement within B RREBEER TR
12 months shown under current 128 A A& E K8
liabilities (23,851) (23,238)
Amount due for settlement after 12 months R IERB B EHE TR
shown under non-current liabilities 128 B &£ E 5008 196,042 206,109

The lease liabilities are measured at the present value of
the lease payments that are not yet paid. The incremental
borrowing rates applied by the relevant group entities to
lease liabilities range from 4.65% to 5.20% (31 December
2019: from 5.13% to 5.20%) per annum as at 31 December

2020.
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32.

33.

CONTRACT LIABILITIES

32. BHNERE

2020 2019
20204 20194F
RMB’000 RMB'000

AR¥TR ARBET T

Sales of raw milk $HE REH

198 189

As at 1 January 2019, contract liabilities amounted to
RMB232,000.

DEFERRED INCOME

R2019F1A1H A EBEBEAARKE
232,0007T °

33. IEEWA

Arising from

government

grants

ELXBBN®HE

RMB’000

ARMEF T

Balance at 1 January 2019 R2019F 1 A1H M & 152,689
Addition nNE 24,019
Released to income BEIWA (19,030)
Balance at 31 December 2019 R2019F12A31 B &E 64 157,678
Addition NE 46,315
Released to income BzEIWA (31,131)
Balance at 31 December 2020 7202012 A 31 BHy &84 172,862

Deferred income represents government grants obtained
in relation to the construction and acquisition of property,
plant and equipment. Government grants are included in
the consolidated statement of financial position as deferred
income and credited to the profit or loss on a straight-line
basis over the useful lives of the related assets.
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34. SHARE CAPITAL AND SHARE PREMIUM 34. BRAURBR D aERHE
AND RESERVES

Share capital [LES
Number of Share
shares capital
ROEAE &S
‘000 HK$'000
T FAT
Ordinary shares of HK$0.1 each FRROBITH B
Authorised JETE
At 1 January 2019, 31 December 2019 R2019F1H1H » 2019F &
and 2020 2020 12H31H 10,000,000 1,000,000
Issued and fully paid BEITRER
At 1 January 2019 R2019F1H1H 6,131,407 613,141
Issue o