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“Farming diligently only for purity,
genuineness, freshness and vitality ”
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CORPORATE PROFILE
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China Modern Dairy Holdings Ltd. (the “Company” or “Modern Dairy”) and its subsidiaries
(collectively the “Group”) with headquarters located in Ma’anshan City, Anhui Province China,
specialize in production and sales of milk. The Group is the largest dairy farming company and raw
milk producer in China by herd size and milking volume. Its product is renowned for its freshness
and superb quality. The Group initiated the production model of “zero-distance integration of forage
grass planting, cow breeding and milk processing within two hours” which is qualified with SGS
certification. With experienced management team, advanced equipments and scientific breeding
and feeding technologies, Modern Dairy’s pure milkk won the Gold Award of Monde Selection for
five consecutive years. Modern Dairy is the first and only company that passed the “Quality Milk
Project” for its pasteurized milk and UHT milk.
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REVENUE g A

1H2018: Achieved total revenue of RMB2.47 billion,
representing a year-on-year increase of 5.3%.

1H2018 : BIREEFE24. 71870 » RHIER53% °

NET LOSS NARROWED % &518 U %
1H2018: Recorded net loss of RMB143 million,
representing a year-on-year narrowing of 79.2%.
1H2018 : $%13/FE5181.43187T » RELFET9.2% -

CASH EBITDA 3 £EBITDA ™

1H2018: Cash EBITDA amounted to RMB731 million,
representing a significant year-on-year increase of
67.3%.

1H2018 : ZREEBITDAEIS7.31187T - RILLAIE67.3% -

NET OPERATING CASH INFLOW
RE[EER

1H2018: Recorded a net operating cash inflow of RMB709
million (1H2017: a net outflow of RMB56 million).
TH2018 : $%157.09{E LA & IR &% A (1H2017: 56
BEITFRE)

PRODUCTION VOLUME E &

1H2018: Total production volume of raw milk
amounted to 639,000 tons, representing a year-on-
year increase of 6.7%.

1H2018 : RYI4RE=3%63.98ME « FLLILR6.7% °

VOLUME OF SALES &8

1H2018: Total sales volume of raw milk amounted to
623,000 tons, representing a year-on-year increase of
8.0%.

1H2018 : [RYI4EHE62.3BME « RLILRS.0% °

MILK YIELD E#E

1H2018: Annual milk yield of a single milkable cow
amounted to 10.3 tons, representing a year-on-year
increase of 0.5 tons.

1H2018 : X FLA-F B AEE10.31 - RILLIGHN0.5ME -

MILKABLE COW {5tk

1H2018: The proportion of milkable cow increased to
55.9% (1H2017: 52.5%).

1H2018: A FLAF1G LR E55.9% (1H2017: 52.5%) °




OTHER SIGNIFICANT EVENTS

The pure milk of the Group was, for the fifth consecutive year,
awarded the gold prize of Monde Selection, an honor generally
regarded as “Nobel Prize” in the food and beverage industry,
signifying the Group’s products being well recognized globally.

Synergies with Mengniu Group are gradually emerging with positive
synergistic effect reflected on procurement, financing, sales and
marketing, production capacity and brand development.

The production of the Associate Factories with Mengniu Group
has been gaining its momentum. Leveraging on solid distribution
network and marketing team of Mengniu Group, the Company's
dairy products gradually infiltrate into various markets, bringing new
quality products to consumers. The Group focuses on the upstream
farming business, raise good cows and produce quality milk.
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Cash EBITDA is the losses before finance costs and tax after adding back: i)
depreciation of property, plant and equipment; ii) amortization; iii) other gains
and losses, net; iv) losses arising from changes in fair value less costs to sell of
dairy cows; and v) impairment losses, net of reversal.
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW
Industry Overview

In the first half of 2018, China’s Gross Domestic Product (“GDP") grew
by 6.8% year-on-year, and remained within the range 6.7%-6.9% for
the past twelve consecutive quarters. The per capita disposable income
of China’s residents had an actual increase of 6.6% excluding the price
factor. In general, China’s economy is expected to grow at a stable pace
in the foreseeable future despite the hiccup caused by the recent China-
US trade war.

During the reporting period, the operating environment of the upstream
dairy industry remained challenging. Although the international auction
price of milk powder recovered mildly from its trough, the domestic raw
milk price was still weak due to seasonal effects. It is expected that the
raw milk price will increase notably after the demand for raw milk picks
up in the peak season in the second half of the year. The international
geopolitics has been uncertain since the first quarter of 2018. The
lingering of a China-US trade war resulting in tariffs imposed on US
imported raw materials such as soybeans and alfalfa, posed pressure on
the costs for the upstream agricultural industry.

Despite the uncertainties mentioned above, experts still believe that
with the industry having undergone a three-year production capacity
adjustment, the supply and demand of raw milk are approaching
equilibrium, and the upstream dairy farming industry is entering a
recovery period. The price of domestic raw milk usually repeats in a three-
year cycle; yet the current cycle has been lengthened. The Group believes
the prospect of the dairy product market remains promising given that
the per capita disposable income of China’s residents keep increasing and
the Index of Consumer Sentiment being re-bounced. With the escalation
of the per capita consumption of dairy product, the growing demand
of dairy products in rural area, and the ongoing structural upgrade in
consumption, the dairy market demonstrates enormous potential.
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MANAGEMENT DISCUSSION AND ANALYSIS B E&tam &k 2

During the reporting period, the Chinese government has strengthened
her determination in helping the development of the dairy industry.
Relevant policy consultation papers were introduced successively
contributing forth positive factors to the industry. In February 2018, the
first draft of the consultation paper on the four new national standards
for raw milk, pasteurized milk, sterilized milk and reconstituted milk was
officially released for public comments. The introduction of raw milk
grading mechanism, clearer guidelines for milk processing procedures,
and the guidance on milk product packaging and labelling are conducive
to enhancing the confidence for consumers, thereby boosting the
consumption of domestic fresh milk and the development of high quality
farms. The “Opinions of the General Office of the State Council on
Promoting the Revitalization of the Dairy Industry to Ensure the Quality
and Safety of Dairy Products” released in May 2018 positioned the dairy
industry as an indispensable industry for cultivating a healthy China
and a strong nation. It reaffirmed complementary interests and a win-
win situation amongst dairy enterprises. It also strives to enhance the
standard of milk quality, establishment of a raw milk grading mechanism
and quality assurance with premium pricing. The central government of
China aims at maintaining over 65% of dairy farms to have a herd size
of over 100 dairy cows in order to retain the raw milk self-supply rate of
over 70% by 2020, with the expectation of full revitalization of the dairy
industry by 2025.

With the stabilization of raw milk price, the supply and demand of raw
milk approaching equilibrium, and the release of favorable policies by
the local government, the dairy industry has stepped out of a three-year
downturn and entered into a new cycle.
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MANAGEMENT DISCUSSION AND ANALYSIS B Etam Kk 24

Operational Performance

The Group is primarily engaged in two business segments: (i) dairy
farming business, which mainly involves the production and sales of raw
milk to customers for processing into dairy products; and (ii) the business
of liquid milk, which mainly involves the production and sales of liquid
milk products.

The Group has always continued to strive for high standards on raw
milk quality. During the reporting period, our high-end products with
“purity, genuineness, freshness and vitality”, the integration of “planting
— farming - processing” and the advanced production model of two-
hour from milking to processing have been highly recognised and trusted
by the market. The Group always adheres to the principle of prioritized
safety and health, proactively develops and implements modern scientific
breeding and feeding know-how. Embracing the core objectives of
"increasing production, reducing costs, and stopping losses”, the Group
has lowered operating costs through improving nutrients, adjusting the
dairy cows feeding mix, broadening sources of income and reducing
expenditure. On the income aspect, the Group boosted the operating
revenue by implementing modern management, improving the unit
production output and optimizing the herd-size structure. Both the
enhancement of unit production and cost reduction had led the Group’s
business to a new era of development.
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MANAGEMENT DISCUSSION AND ANALYSIS %

For the six months ended 30 June 2018, the Group’s unit price of the
external sales of raw milk increased to RMB3.73/kg, up by 3.9% from
RMB3.59/kg in the same period last year. With the increase in unit
production output, the total milk yield of the Group in the first half of
2018 amounted to 636,000 tons, representing a year-on-year growth
of 6.86%. During the reporting period, the sales revenue of raw milk
realized by the Group as a whole was RMB2.227 billion, representing an
increase of 14.86% on a year-on-year basis. Benefiting from an increase
in average selling price of raw milk and higher milk yield, the gross profit
margin of the Group's dairy farming business increased by 3 percentage
points to 30.28% on a year-on-year basis.

Despite the business environment remaining difficult, all operation
indicators have achieved some improvements. For the six months ended
30 June 2018, the Group’s milk yield per cow was 10.3 tons, which was
increased by 0.5 tons from 9.8 tons on a year-on-year basis, while the
cash cost of raw milk was RMB2.42/kg which was basically the same as
that for the corresponding period of last year.

As a pioneer in the domestic large-scale dairy farming, the Group was
the first one to develop the production model of “integration of forage
planting, dairy farming and dairy products processing”. Leveraging on
excellent corporate management, advanced scientific farming and high-
quality raw milk products, the Group has been widely recognised both
domestically and overseas. At the award ceremony of Monde Selection
held in Spain on 24 May 2018, four of our products, the pure milk of
Modern Dairy, “Fresh” pure milk, two-hour fresh milk (250ml) and two-
hour fresh milk (1L), were all awarded the Gold Prize of Monde Selection
2018. The pure milk of Modern Dairy was awarded the Gold Prize for
the fifth consecutive year, breaking the record of the world’s pure milk
category.

The Group will uphold the craftsmanship to produce high quality milk,
promoting the revitalization of dairy industry in China. With ingenuity
and optimizing the corporate operation with professional dedication, the
Group strives to create values for its shareholders and provide healthy,
high quality and fresh milk products to consumers.
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MANAGEMENT DISCUSSION AND ANALYSIS B Etam Kk 24

Associate Factories

In January 2018, Modern Farming (Group) Co., Ltd (“Modern Farming”),
a subsidiary of the Company, strategically disposed 50% equity interest in
Modern Dairy (Feidong) Co., Ltd. (“Feidong”)* GRAHZE (APE) AR AR])
and Modern Dairy (Bengbu) Co., Ltd. (“Bengbu”)* (BB (H1R) AR
‘A a)), respectively, to Inner Mongolia Mengniu Dairy (Group) Company
Limited (“Inner Mongolia Mengniu”), a subsidiary of China Mengniu Dairy
together with its subsidiaries referred to
s “Mengniu Group”), to form two associate factories (the “Associate

Company Limited (“Mengniu”,

Factories”). The disposal was completed in March 2018. Pursuant to the
articles of association of Feidong and Bengbu, Inner Mongolia Mengniu
has 51% of voting power at the shareholder meetings and three out
of a total of five directors of each Feidong and Bengbu, and thus Inner
Mongolia Mengniu has control over Feidong and Bengbu. The Group lost
control of Feidong and Bengbu but has significant influence over Feidong
and Bengbu, therefore classified them as associates of the Group.

Starting from the second quarter of 2018, the financial results of the
Associate Factories were no longer consolidated into the financial
statements of the Group. The products of the Associate Factories were
sold to the Mengniu Group at cost plus pricing, while the Group shared
the operational results of the Associate Factories by the equity accounting
method. The Group's share of profit of associate was RMB6.34 million
in the reporting period. The Group will concentrate its resources on
developing the upstream farming business, while the operation of the
downstream branded milk business is handled by the team of Mengniu
Group.

Heat Stress alleviation measures

In order to improve the living environment of dairy cows and minimize the
hinderance of raw milk production arising from the impact of heat stress,
the Group has invested a total of RMB86.1 million in relevant equipment,
such as powerful fans and water sprinkler system in selected barns.

After the implementation of heat stress alleviation measures, there were
obvious improvement in the milk yield per cow in the reporting period
comparing to the same period in 2017 when the counter-heat-stress
equipment were not yet in place. The Company will continue to deploy
resources to upgrade the facilities in each barn and enhance the health of
each dairy cow.
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MANAGEMENT DISCUSSION AND ANALYSIS B E&tam &k 2

Environmental Protection and Epidemic Prevention

With the mission of “creating the world’s most advanced farms,
producing the highest quality milk, and achieving harmonious
development of people and nature”
responsibilities and continuously improves environmental and social
benefits in terms of product quality, epidemic control and environmentally
friendly production. The Company’s various milk indicators are better than

, the Group actively fulfills its social

the EU standards. Food safety indicators are set in the raw milk production
process, and the whole process is strictly monitored to ensure that the raw
milk quality meets the standards. Since Mengniu increased its stake in the
Company in 2017, the Group and Mengniu have enhanced cooperation
in product testing, unified inspection standards and processes, improved
testing efficiency and product quality. The Group strictly complies with
relevant laws and regulations for epidemic prevention management,
conducts health rating management for dairy cows, cautiously controls
the environment of farms, refines the management of farms, provides
epidemic prevention and protection for dairy cows, and establishes
quarantine and health check plans for cows, to ensure the health of cows.

G¥EERRIZHRER

Manure Fermentation Process Flow Diagram

REET
> Co i
adjustment
&

BRIRREREEE

REBEUBZTRRLENKS  £EHRARE
B BERABEBARNMNEERE ]| AfFn - BiE
BIHGET EERLEE  BEEIE BRREES
AETEHIRSREI A EWE - NABINEBEF TS
EHENBBEZE  ERNEEBEPRERMLSE
BIE - RIRETEE  BREDELEESZ - BEFR
2017 ARNENE - AEBEESF IR E DR
WiHE - A RBEEMTR  EeRNCE - #E
RRERER - AEEBRETHEZEERANEK

AN O o 2\

ETHRER - N ETRENREE - BRIERS
RIE - AMCBOSEAER HERHEGEERE - R
P FIERR AR EIRER & REPHFROMRE -
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= TEE &
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z .4
Bt HepRig
Liquid-solid separation Freestall bedding
SE‘.}IEI B & r
Manure fertilizer Gl
return to field
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Based on resource recycling, the Group has built a green recycling
industrial chain of “forage planting — milk farming — fertilizer treatment
— biogas power generation - fertilizer returning to the field”. Each
farm is equipped with large-scale biogas power generation facilities
and comprehensive utilization facilities for biogas fertilizer, which
absorbs, digests and indiscriminately treats the manure. For sustainable
development, the Group will continue to implement high-standard
environmental protection policy and implements rigorous epidemic
prevention measures in our farms.

Our farms

AEENRERBRNA - B2 — &I \ERE -t
BE-E5RE-AREE-EILEM INGERERE
it - SHPUGHMEE T ARARBEEREALLS
BFARE - BESRY  BELETEERIE -
REBRAHERR  ARESEEFTIRENRR
B - WHHFIHOBUS BB IE AR R

BANERS

As of 30 June 2018, the Group had 26 self-owned farms in mainland
China with a total of approximately 225,782 dairy cows.

HZE2018F6A30H "EBEHXEFRANLEBLE
26MAE SIS - £ B H225,78258F 4 -

MH‘
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MANAGEMENT DISCUSSION AND ANALYSIS E2 /@55 & 24T

Herd size
Dairy cows EES
Milkable cows LR
Heifers and calves INILAE TR /N
Total number of dairy cows 4wt

We are the largest dairy farming company in terms of herd size as well as
the largest raw milk producer in mainland China. As at 30 June 2018, the
herd size is 225,782 compared to 233,058 as at 31 December 2017.

Milk yield

Milk yield per milkable cow is affected by a number of factors, such as
a cow'’s stage of lactation, breed, genetics and feed mix. The Group
achieved an average annual milk yield of 10.3 tons per cow during the
reporting period, representing an increase of 5.10% from 9.8 tons for the
corresponding period in 2017. Such results are attributable to effective
herd management, genes optimisation of our cows by breeding, providing
milkable cows with high quality feeds so as to enable them to reach the
peak stage of lactation.

N
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BRAK

RN LR N 31 December 2017

20174

12A31H

Heads

B e
126,314 126,839
99,468 106,219
225,782 233,058

INEBHRER - R ATBRANESEADSSERQTIA
REARBRIMAER - M20185FE6 A30R @ BEFERA
225,782%8 » 2017412 A31H /A233,0585E -

ENE

BENFENEILZHRZMTE - MILFRBTRE
BB miE - EE - RERAR - RRESE - AER
BEFHEBENFFEYE 1030 - 82017F F A
9.8MEIENN5.10% ° EEHNERNEHERE  FiRTL
%58 - BUEAFER AN REEEREHERE
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FINANCIAL OVERVIEW

Total Revenue

Business segment analysis

2018
2018%
External Sales  Internal Sales
HERHE AEHE
RMB’000 RMB'000

ARMTR  ARMTR

Segment o

Sales of dairy farming business M REEEER 2,227,381 116,787
Sales of liquid milk products business  7RAE IS M4 E £ 240,869 =
Consolidated revenue AFHA 2,468,250 116,787

The Group's revenue increased by approximately 5.28% from RMB2.34
billion for the six months ended 30 June 2017 to RMB2.47 billion for the
six months ended 30 June 2018, primarily due to the increase in sales of
raw milk and the increase in average selling price (“ASP") of raw milk.

Dairy farming business

Dairy farming business is the production and sales of raw milk to
customers for processing into dairy products. Revenue from our dairy
farming business increased by 12.79% as compared to the corresponding
period last year, in which raw milk sales volume increased by 7.96% as
compared to the corresponding period last year and ASP of raw milk
increased by 4.44% as compared to the corresponding period last year.

BEBR
A
EBDHWAN
Six months ended 30 June
HZ6A30A1LAEA
2017
20175
IGElN  External Sales Internal Sales Subtotal
Nt ShEBEHE NEEE N
RMB'000 RMB'000 RMB'000 RMB'000

ISP \RETT ARETL  ARETR

2,344,168 1,939,288 139,032 2,078,320
240,869 405,092 - 405,092

2,585,037 2,344,380 139,032 2,483,412

REENKRABHE2017F6A30B IENEANAR
#2348 T LA 495.28% =&, = 20186 A30H 1E/X
BMAMARE247ET FANETERAARNIEE
SEMEEDFHEE(FIEE]) ERTE -

MHBRERE
PHEBRBEEXRGERLEERDNEERD TEFLARN
MIKILER - HFINDFEEEBRAREFR

HAHEAN12.79% - Heh : RIHESREFR L LA
7.96% @ RIFHEBREFRL EFH4.44% °

MH‘

RERABCEERBMR AT 2018 P HITHRE



16
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The following table sets out the sales amount, sales volume and ASP of

our raw milk for the periods indicated:

Sales amount
HEWA
RMB'000
ARBTT
Raw milk R
External sales INERSAE 2,227,381
Internal sales NEHE 116,787
Subtotal et 2,344,168
(RMB/kg)
(AR% 2F)

Raw Milk Price for External Sales

SRS E R R IHER

4.04

'

3.73

'

3.59

V

el

1H2018
20185 34

el

1H2017
2017F ¥4

-

1H2016
20165 E¥4

BRMATHENRERMDHEERA - HEERTHE

B R TE
Six months ended 30 June
HZ6A30A1LAEA
2018 2017
2018% 20175
Sales volume P\ Sales amount Sales volume ASP
HEE HIEE HEWA HES THER
tons RMB/KG RMB'000 tons RMB/KG
W AR%%/ AR ARETFT B AR®L/DF
597,578 3.73 1,939,288 539,716 3.59
25,891 4.51 139,032 37,777 3.68
623,469 3.76 2,078,320 577493 3.60
(RMB/kg)
(AR% DF)
Raw Milk Cash Cost®"
[RIBRE KA
2.51 2.42 2.42

el

1H2017
2017 L4

el

1H2016
20165 F4F

Note (1): (The sales cost of raw milk — depreciation of property, plant and equipment)/sales volume of raw milk.

BEE() : (RYSHEEBRAREDE - BERRENE)RIHEE

N
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e Liquid milk products business

Revenue from liquid milk products business decreased by 40.49%
from RMB405 million for the six months ended 30 June 2017 to
RMB241 million for the six months ended 30 June 2018, primarily
due to the handover of Associate Factories to Mengniu. The Associate
Factories are no longer consolidated into the Group's financial
statement but accounted by equity accounting method in the
second quarter of 2018.

Thereafter, the total sales volume of our liquid milk decreased by
32.40% from 43,092 tons for the six months ended 30 June 2017
t0 29,132 tons for the six months ended 30 June 2018.

The analysis of the sales of liquid milk is as follows:

2018
20185
Sales amount  Sales volume

HEWA HER

RMB'000 tons
AR%TR L]

Liquid milk products TREER 240,869 29,132

COST OF SALES BEFORE RAW MILK FAIR VALUE
ADJUSTMENT

The Group's cost of sales before raw milk fair value adjustment primarily
consisted of dairy farming cost and liquid milk products cost.

The following table sets forth the breakdown of the cost of sales for our
products for the periods indicated:

o REMNEMFER

BENERESHBABEZ2017F6H30H
IEAREANARBA0SE TR AD4049% EE =
20186 A30HIENEAMARE241EIL - £
ZRM2018FFE2EE - NEE K E THR T
SHEE - REBTEBE AR R - RAER
SENBRFTEL

BUILREHREEE BHZE2017F6A30H LER
& A #943,092 18 & > 32.40% £ EH £ 20184F 6 A
308 (F7<{E B #929,1320 ©
TREEINEISHE DA T

Six months ended 30 June

BZ6A30H1EKfEA
2017
20175
I\ Salesamount  Sales volume ASP
THEE HERA HEE THERE
RMB/KG RMB'000 tons RMB/KG

AR%R/ 2R R i ARBL/RFT
8.27 405,092 43,092 9.40

JRBHI 1 P E R AT A9 85 B AR AN
AEBEORHDATERRANHEREEEZRIED
ERBRLAN SRR RS o

TREIAKEERN AR AREAHER AR -

MH‘
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MANAGEMENT DISCUSSION AND ANALYSIS E2 /@55 & 24T

Cost of sales before raw milk fair value adjustments

° Dairy farming business

Feed cost BRRHR AN

Labor cost B TR

Utilities PNRAEXER

Depreciation e

Other costs of farms ERSEHMAY

Subtotal of cost of sales [REHD A T EFRE AR
before raw milk fair value M BEERIHE
adjustment of dairy B A/ NET
farming business

Inter-segment cost PIEBAK A

Cost of sales before raw milk  [REHAA FAEFEATH
fair value adjustment of M-SR EREE
dairy farming business D%

R A S E BRI A
o MG BEXEKHE

Six months ended 30 June

B Z6A30H1EAEA
2018 2017
20184 20174

) RMB’000 %
AR¥T T AREFT EFad
1,220,762 1,142,298 75.40%
116,875 102,753 6.78%
45,734 32,865 2.17%
124,163 117,976 7.79%
126,774 119,140 7.86%
1,634,308 100% 1,515,032 100%

(68,380) (101,111)

1,565,928 1,413,921

With the increase in the sales volume of raw milk, the total feed cost
(before eliminating cost of sales in relation to internal supply of raw
milk) for the six months ended 30 June 2018 increased to RMB1,221
million from RMB1,142 million for the corresponding period of
2017, representing an increase of 6.92%, which was in line with the
increase in sales for the period under review.

Meanwhile, the cost (excluding depreciation) per ton of raw
milk sold (before offsetting cost of sales in relation to internal
consumption of raw milk) increased by 0.12% from RMB2,419 for
the corresponding period last year to RMB2,422 for the six months
ended 30 June 2018, mainly due to an increase in startup expenses
of newly added equipment for improving heat stress.

N
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BEE RINESRIE N - B ZE2018F6 A30H LER
18 A B 48 gR AR 2N (3 88 P9 B FRUR 73 44 8 4R 8 6
ERART)R2017FRHNARE 11 28 TS
ARE12.218 7T - 818 456.92% + B[ AR
B SHE IS IR ALY o

B RS EOESHEERER KA (KHER
OB BH B R AR S S AR ) (BRITESN)
MEEREHARK2419THEIE =4 72018
F6HA30HIEANEAMARK2,4227T - EigA
0.12% * TE RN ESHEBAIELENZTAE
FAYEANFTER -



Liquid milk product business

Raw materials

Labor cost

Depreciation

Utilities

Other processing costs

Subtotal of cost of sales
before raw milk fair value
adjustment of liquid milk
product business

Inter-segment cost

Cost of external sales
before raw milk fair value
adjustment of liquid milk
product business

AR

BITARA

e

REEXER

HAth N TR

[RE A FHEFIERTH
REEEmERHE
PRAS NG

AEHZEN

R A FEFERTH
TRAEHEE fn =TS 51MNED
SHERA

RMB’000
AR®T R

196,850
6,530
6,152
6,834
4,595

220,961

(54,062)

Six months ended 30 June

HZ6H30HLAEA
2018 2017
20185 20174

RMB’000 %
AREEFTT Bkt
280,029 78.34%
15,711 4.39%
26,260 7.35%
11,579 3.24%
23,893 6.68%
357,472 100.00%

(45,997)

311,475

166,899

Raw material cost for the six months ended 30 June 2018 decreased
from RMB280.0 million for the corresponding period last year to
RMB196.9 million, representing a decrease of 29.70% due to the
handover of the Associate Factories to Mengniu as mentioned

above.

Cost (excluding depreciation) per ton of liquid milk sold decreased
from RMB7,686 for the corresponding period last year to RMB7,374
for the six months ended 30 June 2018, representing a decrease of

4.06%.

HZE2018F6 A30R IE/NEA AWM ERERM B AR £
FRPMARKE 28008 ELH L EARK196.9
BHEIT BB A29.70% o FAIATILE B R R
AR REBEHE TR TR EERTH -

HME HN SRR (BRITESN) - B
FRIHMARKE7,686 LR EEHZE20184F6 A
30 IE/NE R AREE7,37470 © [£18/54.06% ©

i
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MANAGEMENT DISCUSSION AND ANALYSIS E2 /@55 & 24T

Gross Profit and Profitability EFMRERIGED

The following table sets out the analysis of gross profit and gross profit T & 51|58 4 B M [E 2755 R FTR BRI B EF|
margin of two operating segments for the periods indicated: REFESHT

Six months ended 30 June

BZE6HA30HLLAEA
2018 2017
20185 20174
Gross profit Gross profit
Business Segment E S Gross profit margin Gross profit margin
EH ERIE EA EIES
RMB’'000 RMB’000
AR¥T T ARETT
Dairy farming business M EBER
Before elimination A 709,860 30.28% 563,288 27.10%
After elimination HiHR 661,453 29.70% 525,367 27.09%
Liquid milk products business REETIE T
Before elimination HIEAI 47,620 11.76%
After elimination N1 93,617 23.11%
° Dairy farming business o IBLBEER

Gross profit of the dairy farming business (before eliminating cost of
sales in relation to internal supply of raw milk) increased by 26.03%
from RMB563.3 million for the six months ended 30 June 2017
to RMB709.9 million for the six months ended 30 June 2018. The
growth was primarily due to the increase in ASP of raw milk as well as
in unit production output.

Gross profit margin of the dairy farming business (before eliminating
cost of sales in relation to internal supply of raw milk) increased from
27.10% for the six months ended 30 June 2017 to 30.28% for the
six months ended 30 June 2018, primarily due to the increase in ASP
of raw milk.

N
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A EEEBHEN (LR R H FE RS
SHERAE) BEE2017F6 A308 XA AH
AR 563,38 BT NN26.03% EH Z=2018%F6
A308EANEAMARKE70998E T « Liliig
MEZRHNENFHEE LRREERAM

o

A BT E TSR B = (55 A 30 R AN 4 FE AR
RS ERANE) BEE 20176 A308 IEXAA
B127.10%E =& Z2018F6 5308 1F /<@ A&
30.28% * TERARERINFHEE LR -
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° Liquid milk products business

The liquid milk products were sold to Mengniu Group at cost plus
pricing in the first quarter of 2018. Gross profit of our liquid milk
products business decreased by 58.19% from RMB47.6 million
for the six months ended 30 June 2017 to RMB19.9 million for
the six months ended 30 June 2018, while the marketing and
promotion expenses included in the sales and distribution costs
were significantly decreased, gross profit margin of our liquid milk
products business decreased from 11.76% for the six months ended
30 June 2017 to 8.27% for the six months ended 30 June 2018,
which was mainly due to the fact that the financial results of the
Associate Factories ceased to be consolidated into the consolidated
financial statement of the Group starting from the second quarter of
2018.

LOSSES ARISING FROM CHANGES IN THE DAIRY
COW FAIR VALUE LESS COST OF SALES OF DAIRY
COWS

The fair value of the Group's dairy cows as at 30 June 2018, was
determined by the directors of the Company with reference to the value
as at 31 December 2017 that has been arrived based on the independent
valuation carried out by Jones Lang LaSalle Corporate Appraisal and
Advisory Limited. As at 30 June 2018, the biological assets of the
Group were valued at RMB7,681.3 million (as at 31 December 2017:
RMB7,751.1 million). Losses arising from changes in the dairy cow fair
value less cost of sales of dairy cows were RMB434.7 million for the six
months ended 30 June 2018 (for the six months ended 30 June 2017:
RMB497.1 million), representing a decrease of 12.55% year-on-year,
mainly due to the increase of average selling price of culled dairy cows.

o REPEMER

2018 F —FE R E B A B A IR A 757
NEHEFEE - REDEREBNEFNGEE
201756 H30B IE XA AWM ARKA7 6 B ETTR
158.19% £ # £2018F 6 A30H IE/NE AR A
R¥1998 8T - AT AHEE LD SRR
EMEHEIEERAI AR TR  REDNEMRE
S ERNER BB EE201756 5308 1E/5 18 A HY
11.76% NEEE Z=2018F6 A308 1L XEA K
827% ° TEEHMNE2018FF _FEHEHLE T
R B IS EE T BT AREBAERA VIS REM
g( o

AF DR FEEZBHRIAFTHEREELENES
|

NEBIAFR2018F6 A0 A FEE - JIEAR
BAEELER2017F12 A3 BNEE(HPEBTH
ETEMABAERARETELEE) MEEHN - 1
20186 A30BASEHAMEEHEBEAARET,681.3
BET(R2017FE12A318 : AERB7751.18 8
J0) ° B E2018F6 A308 IENEAA - AFAFEEE
WA FLENTELENBEAARKAATEET(E
Z2017F6A308IENER - ARBATAEET) -
EILEPEIE12.55% « FERAMNAKRILFHNFIHEE L
SRETER

™
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GAINS ARISING FROM INITIAL RECOGNITION AT
FAIR VALUE LESS COST OF SALES AT THE POINT
OF RAW MILK HARVEST

Our gains arising from initial recognition at fair value less cost of sales
at the point of raw milk harvest increased by 25.53% from RMB501.4
million for the six months ended 30 June 2017 to RMB629.4 million for
the six months ended 30 June 2018, mainly due to the increase in ASP of
raw milk as well as an increase in unit production output.

International Financial Reporting Standards (IFRS) requires that raw milk
harvested should be initially measured at fair value less cost of sales, and
the difference between the fair value less cost of sales and the actual costs
incurred should be charged to profit or loss.

OTHER INCOME

For the six months ended 30 June 2018, other income amounted to
RMB34.3 million (for the six months ended 30 June 2017: RMB27.8
million). Other income mainly consisted of government grants and interest
income. Government grants mainly consisted of subsidies for agricultural
projects and subsidies for the operations of the Group.

OPERATING EXPENSES

Selling and distribution costs HHE R SRR
Administrative expenses TR
Total operating expenses KR

N
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RECRHB W 1R A P EREE XA D8
BRELENWE

B AR R ) Uk FE B 4 1 B R B B AR A 1 1A T AR
EENREBAEZE2017F6 A30B L AEANARKE
501.48 & TIEMN25.53% £ 8220186 H30H 1E/
EAMARKE294B 8T - TEZRNRNFHIEEL

AN EBERFFIE -

B 5 S E R ESIR AP ER B ER AR E
EWENREY) - MAFEREEXNAEMEENE
BRAAS 2 R E R ABER o

H U A

HZE2018F6 A30HIEAEA  HIRABARKE
343FBL(HE2017F6A308 ENEAR « AR
278EHEL)  EtWA B EERFRHEMEFEK
A B2 aEEEEEE MERREARE
BB -

RERX
Six months ended 30 June
BZ6H30HL~<EA

2018 2017
20184 20174
RMB’000 RMB’'000
AR¥T T ARBFIT
(unaudited) (unaudited)
(REER) (REER)
93,560 244,351
106,762 209,691
200,322 454,042
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The overall operating expenses of the Group decreased from RMB454.0 A& B &AL L LS MEZ2017F6 A30H 1/~
million for the six months ended 30 June 2017 to RMB200.3 million for ~ AKIARE454. 08 B EEE201856 A30H 1L/~

the six months ended 30 June 2018. The analysis is as follows: EAAMARK20038ET - KT :
e Selling and distribution costs o SHERDHEAE
The analysis of the selling and distribution costs is set forth below: HERDHEEADITOT ¢

Six months ended 30 June

BZ6A30HLAEA
2018 2017
20184 20174
RMB’000 RMB’'000
AR¥T R ARBFT
(unaudited) (unaudited)
(REEFZ) (Rig#EZ)
Dairy farming business M BEBEER
Transportation costs and others FEE LA 86,105 73,618
Liquid milk segment B D ER
Transportation, loading and unloading costs ERRHE 34,321
Staff remuneration B T 5B 22,217
Publicity expenses =5EE 80,138
Others =) 33,018
Business tax and surcharge i K B n 1,039
Total selling and distribution costs SHE R D SHK AN ERE 244,351
Selling and distribution costs mainly consisted of, among other HERDHEK AT EBERNEEFRENHE
things, transportation costs for sales of raw milk and sales of liquid WEBRER HEABILENBAEHXE -
milk, salaries of sales personnel and daily expenses.
The amount of raw milk transportation costs included in selling FTAEENDHEKAN R ESERHB TR
and distribution costs increased to RMB85.7 million for the current HHARB73.6BBTIENERZEARAHARE
period from RMB73.6 million for the corresponding period of last 85.7HEL - TERANHERNEERRYH

year. This was mainly due to an increase in both the sales volume of EHE i PR REIR AN FTER -
raw milk and the transportation distance for sales of raw milk.

MH‘
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The amount of liquid milk marketing and promotion expenses
included in selling and distribution costs decreased significantly
to RMBO0.6 million for the six months ended 30 June 2018 from
RMB80.1 million for the corresponding period of last year. This was
mainly due to the change in the sales model of the downstream
business of the Group in the midterm of 2017, the liquid milk
products of the Associate Factories have been sold to Mengniu
Group at cost plus pricing starting from the second quarter of
2018, and Mengniu Group have borne the selling expenses of the
downstream business including marketing costs since then.

Administrative expenses

During the reporting period, the administrative expenses were
RMB106.8 million, which decreased significantly by RMB102.9
million as compared to the corresponding period of last year in the
amount of RMB209.7 million, representing a decrease of 49.09%.

Administrative expenses mainly consisted of, among other things,
remuneration of management (including equity-based share option
expenses) and depreciation of office buildings, staff quarters and
facilities, of which remuneration of management (excluding equity-
based share option expenses) decreased from RMB58.7 million for
the six months ended 30 June 2017 to RMB49.6 million for the end
of the reporting period. This was mainly because the sales of liquid
milk was handled by Mengniu and the marketing management
personnel of the Group decreased since the formation of the
Associate Factories has resulted in a significant decrease in relevant
costs.

During the six months ended 30 June 2018, the equity-based
restricted share expenses included in the administrative expenses
amounted to RMB2.56 million. Comparing with the same period of
last year, this has significantly reduced primarily because there was
an one-off amortization of unamortized value of options during the
corresponding period in 2017.

Bl
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FPAE RD R ANBEDEHEIEBRAX
HEFRMNARKS. I AEBTABREZHE
20186 A30A LEANEAMARKO6AET - =
ER20177FhHEEN THEBHEEA B AR
B B2018FE2FFa 4 TR REYIE MR
RAKRANKN DA BERBRTEE - P &E
EETHEBOTSERESHERRAE -

TR

RAFRERAN  AEESSTHAZAARKE
106.8E 8T B EFRBAARKE200.75ETT
L& KR A ARBE10295 & T BiEE
49.09% °

THAYTEZRREEABFN(SURELE
RERERI)RRAE BIGSHRGEHE
S ERBEEABHH(TRENRELENE
REHERT 2 ) A 2201756 A30B I XA B M A
RESSTAETREBEERPANAREL9.6
BET - TEEMAKES THE - REIEER
AR AEENMBTHEEEABRD B
{EAERA S KR PR AT ER o

HZE2018F6 A30R IE A BITHASZFBIEMN
& E R HIERERAZARE256BETT ©
HAFEEEL - AR TEEZERN2017FR
HARHRRE R B S (B AR — B S AT -
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OTHER GAINS AND LOSSES, NET

During the reporting period, the Group recorded a net loss arising
from other gains and losses of RMB54.3 million (the amount for the
corresponding period of last year amounted to RMB183.2 million).
Other gains and losses mainly consisted of, among other things, foreign
exchange losses and impairment loss from receivables.

The breakdown of other gains and losses is as follow:

HinFWm= N EE
REBPREHAEE E ks R BB EENFE
BAEARESAZEETL(LFRHAARKISI2ZEE
J0) ¢ EfbURES BB £ B A R INE E51E K e W BR TR
BEKRE -

Hb Yzt K B ERE RN T

Six months ended 30 June

HZ6A3081E~EA
2018 2017
20184 20174
RMB’000 RMB'000
ARETT ARBFT
(unaudited) (unaudited)
(REER) (Rig#EZ)

Other gains and losses: Hith s R ER -
Impairment loss on property, plant and equipment ME - BENMEREREER 16,876 -
Loss from settlement of Modified Considerations HERETTRENER = 15,361
Net foreign exchange loss HNE B8 558 50,474 4,546
Loss on disposal of property, HEWME - BEK

plant and equipment, net REEIEFE 3,225 1,681
Gains arising on disposal of subsidiaries HEMB AR (18,193) -
Impairment loss on trade receivables JEUE S BRFURER B - 156,400
Net loss on foreign currency forward YN 3 HAE 18 F 58 2,152 1,949
Others Hith (226) 3,280
54,308 183,217

FINANCE COSTS

Finance costs decreased by 19.0% from RMB183.0 million for the
corresponding period of last year to RMB148.2 million for the current
reporting period. The decrease in finance costs was mainly due to the fair
value net gain of RMB23.4 million on the interest rate swaps during the
current period arising from partial hedging of syndicated loan of US$300
million fixed in the third quarter of 2017, and a decrease in the average

B FRA X

FAYAEFRHNAREI183.08ETHI19.0%
EHEAERAMOARE 148 2B ETT - REERKAE
BREZHA01I7EE=FTEHEBHIEETEEE
KA E B EAS ABF i BN T EF R E23.48 8
TCRAERE R T F F) EFEIRFTER -

effective annual interest rate of borrowings.
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MANAGEMENT DISCUSSION AND ANALYSIS B E&tam &k 2

The loss attributable to owners of the Company amounted to RMB140.3
million for the six months ended 30 June 2018, which was significantly
improved as compared to RMB666.3 million for the corresponding
period in 2017. It was primarily due to the synergy effect arising from the
cooperation between the Group and Mengniu, and the improvement of
the Group's overall operations.

Basic loss per share was approximately RMB2.30 cents (for the six months
ended 30 June 2017: basic loss per share of RMB11.20 cents).

LIQUIDITY AND FINANCIAL RESOURCES

For the six months ended 30 June 2018, the Group’s net cash inflow used
in operating activities amounted to RMB709.5 million, as compared to net
cash outflow generated from operating activities of RMB56.6 million for
the six months ended 30 June 2017.

The Group's total equity as at 30 June 2018 was RMB6,914.1 million (as
at 31 December 2017: RMB7,088.4 million). Its debt-to equity ratio (total
amount of bank loans, bonds and notes over total equity) was 102.9% (as
at 31 December 2017: 104.8%).

As at 30 June 2018, the Group’s available and unutilized banking
facilities amounted to approximately RMB3,626.4 million (31 December
2017: RMB6,306.5 million). In the opinion of the Group’s management,
the Group is able to repay the relevant amount in full as the financial
obligations fall due for the next twelve months.
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Interest-bearing borrowings

As at 30 June 2018, the total interest-bearing debt was RMB7,116.4

million.

Borrowings

Bank borrowings
Medium-term notes
Other borrowing
Corporate bonds

Carrying value repayable:

Within one year
Between one and two years
Between two and five years

at
ol

\\-//

i+

JT °

(EEN

RITREN
THIRE
HAB B
EERES

FEEEREE
—FLAA
—EWFRN
MERFA

2018F6A30H - R EER

30 June
2018
20184
6H30H
RMB’000
AR® T
(Unaudited)
(REEFZ)

4,470,536

599,545
1,000,000
1,046,309

7,116,390

3,544,409
1,346,309
2,225,672

7,116,390

BMAARET 11648

31 December
2017
20174
12A31H
RMB’000
ARBEFTT
(Audited)
(&= %)

3,477,257
1,798,380
1,103,799
1,045,761

7,425,197

3,866,949
1,364,676
2,193,572

7,425,197
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Bank borrowings

The effective annual interest rate of the bank borrowings for the six
months ended 30 June 2018 varied from 0.45% to 4.8% (for the six

months ended 30 June 2017: 0.90% to 6.40%).

The table below sets forth our short-term and long-term bank borrowings

for the dates indicated below:

Type of borrowings
Unsecured borrowings
Secured borrowings
Guaranteed borrowings

Carrying amount repayable:
Within one year

Between one to two years
Between two to five years

N

EEZEV:]

BT
BHEMRER
EERERS

h
A

FEEEREE

—FLAA
—EMFA
MERFRN
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HZE2018F6 308 IENEAAR - IRITEFNERF
I REIE50.45% £4.8% (B = 2017F6 A30H IE/X
@A : 0.90%%E6.40%) °

TRINEHAIN IR BN R R RERITER

30 June 31 December
2018 2017
20184 20174
6H30H 12A318
RMB’000 RMB’000
AR¥T T ARETTT
(Unaudited) (Audited)
(REER) (F&E%)

3,332,017 2,603,229
417,936 12,500
720,583 861,528

4,470,536 3,477,257

1,944,864 1,564,228
300,000 516,000
2,225,672 1,397,029

4,470,536 3,477,257
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Other borrowings

In May 2017, the Group entered into two entrusted loan agreements
with Mengniu Group and Agricultural Bank of China (“ABC") pursuant
to which, Mengniu Group agreed to offer borrowing facilities of RMB1.5
billion to the Group through ABC. The borrowing facilities will mature in
May 2020 and bear interest at fixed rates determined with reference to
the benchmark interest rate of the People’s Bank of China. During the
reporting period, the Group drew down borrowings of RMB1,061,000
and repaid RMB1,061,000 under the agreements. The outstanding
amount of the other borrowings as at 30 June 2018 will mature within
one year and bear interest at a fixed rate of 4.00% per annum.

The breakdown of principal is as follow:

Principal amounts payable: EEEREHE
Within one year —FR

— Collateralised borrowing — HIERER

— Borrowings from Mengniu Group -S4 SEER

GROUP STRUCTURE AND CAPITAL STRUCTURE

Save for disclosed in this interim report, during the period under review,
there was no material change in the structure of the Group.

As at 30 June 2018, the number of issued ordinary shares of the Company
was 6,131,406,706 shares.

M2017F5H - AEEBESFEERPERERT
(TBITDEILMIBZAER MR @ Bt S45E R
BEBRTMASERBREERREARKISET - &
RELE 155220205 A B EANT 2 E B A RIRITH%E
FEREFFE - REMRM - XEBCIRER @R
IREVE R AR 1,061,000 K (&iE AR 1,061,000
JC ° FR2018F6 A30BMIREEEMBERSRER N —
FABEAWIREFEL00%ETE

REAMET
30 June 31 December
2018 2017
20184 20174
6H30H 12HA31H
RMB’000 RMB'000
AR¥T T AREFT
(Unaudited) (Audited)
(REBER) (f&&=%)
- 38,399
1,000,000 1,065,400
1,000,000 1,103,799
TEERBERELREE
@$¢%ﬁ¢ﬁ@%%*%@@%% ARE BB

BELEMERE

MR2018F 6 A30H » AARIKBE HITE
6,131,406, 70617 °
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MANAGEMENT DISCUSSION AND ANALYSIS %

As at 30 June 2018, buildings and equipment, and biological assets
with carrying value of RMB42.7 million (31 December 2017: RMB93.9
million) and RMB893.6 million (31 December 2017: RMB1,154.2 million)
respectively were pledged to secure the Group's borrowings.

The Group did not have any significant contingent liabilities as at 30 June
2018.

CAPITAL COMMITMENTS AND OPERATING LEASE
COMMITMENT

As at 30 June 2018, the Group has a capital commitment of RMB16
million related to acquisition of property, plant and equipment.

As at 30 June 2018, the Group has operating lease commitments of
RMB11.3 million related to the operating leased property, plant and
equipment and leased land.

FINANCIAL MANAGEMENT POLICIES

The Group will continue to closely monitor its financial risks so as to
safeguard the interests of the shareholders of the Company. The Group
applies its cash flows generated from operation and bank loans to its
operational and investment needs.

Except for the bank borrowings that denominated in currencies other than
Renminbi, the Group’s management considers that the Group has limited
foreign currency exposure in respect of its operations since its operations
are mainly conducted in mainland China. Sales and purchases are mainly
denominated in Renminbi and the foreign currency risks associated with
refined feeds and farm facilities are not material. In view of the foreign
currency exchange and interest rate risk related to its borrowings, the
Group cautiously uses derivative contracts to hedge against its exposure to
foreign currency and interest rate risks. The management strictly complies
with relevant hedging policy, reviews and assesses relevant risks from time
to time, and takes necessary measures when appropriate.
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SHARE AWARD SCHEME

The Company operates a restricted share award scheme (the “Share
Award Scheme”) which was adopted by the Company on 9 September
2016. The goal of the Share Award Scheme is to motivate the employees
to maximize the value of the Company and share the results of the
Company with the employees in order to achieve sustainable development
of the Group.

During the reporting period, no award shares of the Company were
granted to any selected participants. Up to 30 June 2018, the total
number of award shares granted to selected participants was 35,969,000,
representing approximately 0.59% of the issued share capital of the
Company. Out of the total award shares granted, 13,274,000 award
shares were granted to certain members of the management, which
would vest in two tranches, each on the second, and third anniversaries of
the grant date provided that certain performance and service conditions
are met. The remaining award shares of 22,695,000 were granted to the
eligible employees.

The granted award shares are subject to the terms and condition of the
Share Award Scheme and the fulfillment of all vesting conditions to the
vesting of the award shares imposed on such selected participant as
specified in the rules of the Share Award Scheme and the grant notice.
Amongst the award shares, 6,451,000 were forfeited due to resignation
of selected participants, while the remaining award shares granted are still
outstanding and not yet vested as at 30 June 2018.

As the total contributed amount of the Share Award Scheme has reached
its limit, on 26 March 2018, the Company amended the Share Award
Scheme, referred to as Share Award Scheme II. The amendment will
not affect any rules of award scheme made prior to 26 March 2018,
which shall for all purposes continue to be administered and take effect
in accordance with the rules of Share Award Scheme as adopted on 9
September 2016. As at 30 June 2018, no award share was granted under
the Share Award Scheme II.

RAREEER2016F9 89 R SRl ey — AR 1 Ak
0 22RYET 8 ([ B in 2ERYET 8 )) - Axtn 22RhAH &1 B R
BEERARFBESAEBEREARFRERED ZK
R NLAEEERAFEER

IR AR W R TR S B E I H AR B 42
fn - B E2018F6A308 * AARE MEELEE
BT HY 52 B I 1D 42 80 535,969,000 % » (E AR QAR
201846 A30H B B TR AN 490.59% - FAFTA & L 42
B - 13,274,000 ERRHETFETERE
KE REHEHNE_—_FAERERE=ZHARELEE
BRELD - EAFEETERARRBGENH - Fek
22,695,000/% SBEIR D AR T EERES -

BB G AT A IR0 EE) R B A& SR A4 -
BZEZER R S B 5T B4R Bl K 4% AR 3B AN A AR E A
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MANAGEMENT DISCUSSION AND ANALYSIS %

The Group has been proactively fulfilling its social responsibility and
adheres to the principle of safety and quality come first, proactively
develops and implements modern scientific breeding and feeding
know-how. The Group puts great effort to strike a balance between
business growth and social responsibility, so as to convey the Group’s
care and blessing to all consumers. The Group promotes a forage grass
industrialization operation mode of “enterprise + base + farmer”,
establishes a close relationship between growers and farmers by
way of signing price protection purchase contracts, drives the poor
farmers around the dairy farms to engage in forage grass planting, and
encourages the dairy farmers around dairy farms to breed dairy cows,
which has effectively increased the income of farmers.

The Group’s social responsibility efforts have widely spread from
dairy breeding, accountable quality, green development to employee
development and social care. The Group has always adhered to the
concept of “people-oriented”
sustainable development of the dairy industry, giving back to the nature
and serving the society.

, and taken the responsibility for promoting

HUMAN RESOURCES AND REMUNERATION OF
EMPLOYEES

The Group had 4,660 employees (31 December 2017: 5,097) in mainland
China and Hong Kong as at 30 June 2018. Total staff costs (including
staff compensation capitalised to immature dairy cows) for the six months
ended 30 June 2018 were approximately RMB212.4 million (for the six
months ended 30 June 2017: RMB250.0 million).

The Group values recruiting, training and retaining quality personnel. We
recruit talented employees from local universities, vocational schools and
other technical schools, and we provide these employees with various pre-
employment and on-the-job training. The Group also offers remuneration
at competitive rates with the aim of retaining quality personnel.
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OUTLOOK

Since the decade-old melamine incident in 2008. China’s dairy industry
has essentially been upgraded from quantity-oriented expansion to
quality-oriented improvement, from extensive farming to refined
management, and from a traditional industry to a modern one. With
gradual phasing out of individual dairy farm and the capacity optimization
of large-scale farming enterprises, the industry concentration and the
quality of products have achieved further improvement. The large-scale
farming in mainland China with herd size of more than one hundred cows
increased from less than 20% in 2007 to 56% in 2017. In the meantime,
the quality and safety of Chinese dairy products have been substantially
enhanced with the average passing rate of monitored raw milk achieving
99.8% in 2017, ranking the first in the food industry.

In the first half of 2018, the upstream farming industry remained
challenging in light of the weak domestic selling price, the ongoing
competition from the imported powders and dairy products, and the
increasing feed costs triggered by the China-United States trade war.
Nevertheless, the Group is full of confidence in the long-term development
of China’s dairy industry. After three year of production adjustment,
China’s dairy industry is stepping into a new cycle. The regional and
urban-rural imbalances of dairy product consumption are significant. With
upgrade in consumption, product innovation, category optimization, as
well as the improvement of regional imbalance in respect of dairy product
consumption, the dairy market is promising and sustainable for growth.

With a better equilibrium between the supply and demand of raw milk,
the Group estimates that the price of raw milk will demonstrate an
upward trend in the second half of 2018. The Group will ride on the trend
to maximise its milk production, reduce costs, and cut loss in the upstream
business, while seeking collaboration, cooperation, and win-win solutions
in the downstream business. By upholding the spirit of craftsmanship to
produce high quality milk, we aim to provide consumers with nutritious
and healthy milk, contribute solid power for upgrading China’s dairy
industry, and create value for the shareholders of the Group.
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REPORT OF THE DIRECTORS
EFERE

The board of directors (the “Directors” or the “Board”) of China Modern
Dairy Holdings Ltd. (the “Company”) would like to present their interim
report together with the unaudited condensed consolidated financial
statements of the Company and its subsidiaries (the”Group”) for the six
months ended 30 June 2018.

INTERIM DIVIDEND

The Board has resolved not to declare any interim dividend for the six
months ended 30 June 2018 (six months ended 30 June 2017: Nil).

DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS
AND SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 30 June 2018, the interests and short positions of the Directors and
the chief executives of the Company and their respective associates in
the ordinary share of HK$0.1 each in the share capital of the Company
(“Shares”), underlying Shares and debentures of the Company or its
associated corporations (within the meaning of Part XV of the Securities
and Futures Ordinance (Chapter 571 of the laws of Hong Kong) (the
“SFO")) as recorded in the register required to be kept by the Company
under Section 352 of the SFO or as otherwise notified to the Company
and the Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
pursuant to the Model Code for Securities Transactions by Directors of
Listed Issuers (the “Model Code”) were as follows:

Name of Director Nature of interest

EEpE EEME
Ms. GAO Lina® Interest in controlled corporation
SR L0 REGEEE R

Beneficial owner
EmnFEA

Beneficial owner
EmnFAA

Mr. HAN Chunlin
BEMEE

Notes:

(1) Ms. Gao holds approximately 49.12% of the interests in Jinmu Holdings
Co Ltd. (“Jinmu"). Ms. Gao is deemed to be interested in the 221,581,733
Shares held by Jinmu under the SFO.

(2)  This represents legal and beneficial interest of 4,800,000 Shares in the
Company, 4,001,000 awarded Shares granted on 24 April 2017 but not yet
vested under the Company'’s share sward scheme adopted on 9 September
2016 (the “Share Award Scheme”), and 29,276,916 share options in
underlying shares of the pre-IPO management options (the “Management
Options”) granted by the Company.

N
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Approximate

Number of percentage of

Shares or shareholding
underlying Shares interest
A3 IR #E
HERGHE MABDE
221,581,7330 3.61%
38,077,916@ 0.62%
23,628,916® 0.39%

MEE -
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(3)  These represent 1,975,000 Shares granted but not yet vested under the Share
Award Scheme, and 21,653,916 share options in underlying Shares of the
Management Options granted by the Company, details of which are set out
in the sections “Share Award Scheme” and “Pre-IPO Management Options”
below.

INTEREST IN ASSOCIATED CORPORATION

Name of Director

Name of associated corporation

EEnE LR S
Mr. Lu Minfang China Mengniu Dairy Company Limited
EBMELE PRESRFIEBRAF

Mr. Zhang Ping
RFEAE

China Mengniu Dairy Company Limited
HRISREIEBRAF

Mr. Wen Yongping
BT

China Mengniu Dairy Company Limited
HRESRFIEFRAF

Note:  Mr. Lu Minfang, Mr. Zhang Ping and Mr. Wen Yongping are non-executive
Directors of the Company. Mr. Lu Minfang is an executive director
and chief executive officer of China Mengniu Dairy Company Limited
("Mengniu”). Mr. ZHANG Ping is a chief financial officer of Mengniu. Mr.
WEN Yongping is the assistant vice president of Mengniu and the general
manager of the milk sources business department of Mengniu. As at the
date of this report, Mengniu holds 60.76% of the issued share capital of
the Company.

Saved as disclosed above, as at 30 June 2018, none of the Directors
and the chief executives of the Company and their respective associates
had any interests and short positions in the Shares, underlying Shares
and debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the SFO) as recorded in the register
of the Company required to be kept under Section 352 of the SFO or as
otherwise notified to the Company and the Stock Exchange pursuant to
the Model Code.

REPORT OF THE DIRECTORS
ESERE
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RIBBE B
Number of shares Approximate

percentage of

shareholdings

in associated
corporation

TAME R LB Y interest
BHEE BHABE DL
1,807,442 0.05%
494,470 0.01%
520,584 0.01%
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS TERRES

As at 30 June 2018, the interests or short positions of substantial  #2018F6H30H + T ERF(EERAN T ETEITH
shareholders, other than the Directors or the chief executives of the ~ABRFEESZ EMHBEAKRINNARBREAEEE
Company and their respective associates, in the Shares, underlying Shares (£ B35 RIS EHIEXVER) BAKD - HERIRRHD &
and debentures of the Company or its associated corporations (within the — EAFREARIEEH MBS K0 F 33615 BE LN ERL
meaning of Part XV of the SFO), as recorded in the register required to be ~ &JREZSSABRLAT ¢

maintained under Section 336 of the SFO were as follows:

Percentage of
the Company'’s
issued Share

Name of substantial Capital
shareholders Capacity/Nature of interest Number of Shares HARDTE BT
TERRER B RnME ZEREA BREBD L
China Mengn!u pawy ?ffffil interest 1.317.903,000 () 21.49%
Company Limited oy
PRESGIEERAR Interest in controlled corporation
= . e 2,407,866,412 (L)@ 39.27%
iR mES o ;
Future Discovery Limited ?f?_,effil interest 2.407 866,412 (1) 3927%
Batn
Central Huijin Investment Ltd. Interest in “other” capacity
FRESREFRETAA under Part XV of the SFO 363,903,000 (L) 5.94%
IR 5 R HA 5B EXVERLA 689,438,782 (S) 11.24%

[Ef 5 RE RS

Interest in controlled corporation
(through BOCI Financial Products Limited) 325,535,782 (L) 5.31%
REtlEERR(EBTRERERERERAR)

Interest in controlled corporation
(through Nam Tung (Macao) Investment Limited) 1,500,000 (L) 0.02%
G EERER(ERRMTEBETREFRLTE)

Bank of China Limited Interest in “other” capacity
HRESRITIRO AR A A under Part XV of the SFO 363,903,000 (L) 5.94%
IR R H 5B EXVERLA 689,438,782 (S) 11.24%

EAEgvESyhol: 5

Interest in controlled corporation
(through BOCI Financial Products Limited) 325,535,782 (L) 5.31%
Rzt ERR(EBTRERERERERAR)

Interest in controlled corporation
(through Nam Tung (Macao)
Investment Limited)

Rt rERR(ERRMImBERREBRAR)

1,500,000 (L) 0.02%

N
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Percentage of

the Company'’s

issued Share

Name of substantial Capital
shareholders Capacity/Nature of interest Number of Shares EARATE BT
TERRER B REmtE ZEREA BREBDL
BOLiCn:Eteedrnatmnal Holdings Intjrr;setrlr; ar?i]\(jrofctiza;té 363,903,000 (1 5 94%
689,438,782 (S) 11.24%

IRIRRE 7 BT IRBIE XV Bt | & fp e 2s
Interest in controlled corporation

(through BOCI Financial Products Limited) 325,535,782 (L) 531%
REGEEER(ERPRERERMERERATF)

BO;I Financial Products Ejfzn:ficiil interest 325.535.782 (1) 5 319%
Limited EalEn
IR S REMAR R Interest in “other” capacity
under Part XV of the SFO 363,903,000 (L) 5.94%
RIEE S RS GO EXVERLA 689,438,782 () 11.24%

B S RE RS

Notes: IE

(1) Among which up to 689,438,782 shares of the Company have been lent to (1) Hi£5%689,438, 782 A AT N O IRIERS L (154

BOCI Financial Products Limited pursuant to a securities lending agreement EFAN)EFREFESRERERAB(TEABRA)RT
dated 18 May 2017 entered into between Mengniu as lender and BOCI I BEIA2017565 A18AmER & E T HIREE &
Financial Products Limited as borrower. BERERAT

(2)  The interests refer to the same parcel of underlying shares in the Company.  (2) #%#EzH#ER —#AL T $H B4 A% 15 - Future Discovery
Future Discovery Limited is the subsidiary of Mengniu. Limited BRFBME A

(3) Total issued shares of the Company as at 30 June 2018 was 6,131,406,706 (3) HZE2018F6H30H AARBEEHITERMHEAH A
6,131,406,706/%

(4)  (S) Indicates a short position. 4) (S)HEXE -

(5) (L) Indicates a long position. (5) (LIEFE -

Save as disclosed above, the Company had not been notified of any other & E AT EESD - H2018F6 A30H » AR A
interests or short positions in the shares or underlying shares representing — &IZBFME AR BB B 1TIARS % sk A _E AR5 sk A8 RA A%
5% or more of the issued share capital of the Company or as recorded in ~ HFREEASIRIEEH RIS EHIFE336IEBELRTFE
the register required to be maintained under Section 336 of the SFO as at ~ H)E M A EAEMiERRSAA -

30 June 2018.

MH"
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PRE-IPO MANAGEMENT OPTIONS

The Company granted Management Options to Ms. Gao Lina and Mr.
Han Chunlin. The following Management Options were outstanding
during the period:

BRAMBRENEEERRE

ARBAREBHRLLIEBEMNTER D EEERK
o DT RBARRITENEREBRE

Number of underlying shares of the Company which may be

issued pursuant to the Management Options

BEEEEBRETERTHNELTEEROEE

As at As at

1 January Granted Exercised Cancelled 30 June

2018 during during during 2018

Name of grantee Date of grant 7120184 the period the period the period 201845

ARAME RiiAH 1818 HRER HRTRE FAREESH 6530H

Ms. GAO Lina 31 October 2010 29,276,916 - - - 29,276,916
St 2010108318

Mr. HAN Chunlin 31 October 2010 21,653,916 - - - 21,653,916
BEMLE 2010 10A431H

50,930,832 - - - 50,930,832

SHARE AWARD SCHEME B& 17 22 B st 2l

The Company operates a restricted share award scheme (the “Share
Award Scheme”) which was adopted by the Company on 9 September
2016. The goal of the Share Award Scheme is to motivate the employees
to maximize the value of and share the results with the Company in order
to achieve sustainable development of the Group.

During the reporting period, no restricted shares of the Company was
granted to selected participants. Up to 30 June 2018, the total number
of Shares granted to selected participants was 35,969,000, representing
approximately 0.59% of the issued share capital of the Company. Out
of the total shares granted, 13,274,000 awarded Shares were granted
to certain members of management, which would vest in two tranches
each on the second, and third anniversaries of the grant date provided
that certain performance and service conditions are met. The remaining
awarded Shares of 22,695,000 were granted to the eligible employees.

The granted awarded shares are subject to the terms and condition of
the Share Award Scheme and the fulfillment of all vesting conditions to
the vesting of the awarded shares imposed on such selected participant
as specified in the rules of the Share Award Scheme and the grant notice.
Amongst the awarded shares, 6,451,000 of which were forfeited due to
resignation of selected participants, while the remaining awarded shares
are still outstanding and not yet vested as at 30 June 2018.

N
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For details of the restricted Share Award Scheme, please refer to the
Company’s announcement dated 11 and 14 September 2016 and also
set out in note 22 to the condensed consolidated of this report financial
statements.

As the total contributed amount of the Share Award Scheme has reached
its limit, the Company amended the Share Award Scheme on 26 March
2018, which is referred to as Share Award Scheme II. For the avoidance
of doubt, the amendment will not affect any restricted share award
made prior to 26 March 2018, which shall for all purposes continue to
be administered and take effect in accordance with the rules of Share
Award Scheme as adopted on 9 September 2016. Up to the period ended
30 June 2018, no restricted share was granted under the Share Award
Scheme |l.

For details of the Share Award Scheme |l, please refer to the Company’s
announcement on 27 March 2018 and note 22 to the interim financial
statements.

FOREIGN CURRENCY RISK

The Group’s businesses are principally located in Mainland China and
substantially all transactions are conducted in RMB, except for the
payment for offshore professional services and purchases of imported
machinery and equipment from overseas.

The fluctuation of the exchange rates of RMB against foreign currencies
could affect the Group's results of operations. However, in the opinion of
the Directors, the foreign currency risk exposure is under management'’s
control.

CORPORATE GOVERNANCE

The Company has adopted the code provisions set out in the Corporate
Governance Code and Corporate Governance Report (“CG Code”) as set
out in Appendix 14 to the Rules Governing the Listing of Securities on the
Stock Exchange (“Listing Rules”). The Company has, throughout the six
months ended 30 June 2018 complied with the code provisions set out in
the CG Code, except for the deviations from code provision A.6.7 which is
explained below.
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260 Z ATAME (A S AT 28R BY - X AT S AT 2R A A
HIERIR2016FI AR MIBMMRBIBESTIEMAN -
HZE2018%6 4308 (LB - RIFMD SEEN AT I
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Code provision A.6.7 of the CG Code provides, among other things, that
non-executive Directors should attend general meetings and develop a
balanced understanding of the views of shareholders of the Company.
One non-executive Director was not able to attend the annual general
meeting of the Company held on 1 June 2018 due to other business
engagements.

Save as disclosed above, the Board has reviewed the Company’s corporate
governance practices and is satisfied that the Company has been in
compliance with all applicable code provisions of the CG Code.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBT SECURITIES

Save as disclosed under the sections headed “Pre-IPO Management
Options”, “Share Award Scheme” and “Interest in Associate Corporation”
above, during the reporting period, the Company or any of its subsidiaries
was not a party to any arrangements whose objects are, or one of whose
objects is, to enable the Directors to acquire benefits by means of the
acquisition of Shares in, or debentures of, the Company or any other body
corporate.

Save for those disclosed above, during the six months ended June 30,
2018, none of the Directors (including their spouses and children under
the age of 18) held any interests in or was granted any right to subscribe
for the securities of the Company or its associated corporations (within
the meaning of Part XV of the SFO), or had exercised any such rights.

BOARD OF DIRECTORS

As at the date of this interim report, the Board comprises two executive
Directors, namely Ms. GAO Lina (deputy chairman and chief executive
officer) and Mr. HAN Chunlin (chief operation officer), four non-executive
Directors, namely, Mr. LU Minfang (Chairman), Mr. WOLHARDT Julian
Juul, Mr. ZHANG Ping and Mr. WEN Yongping, and three independent
non-executive Directors, namely Mr. LI Shengli, Mr. LEE Kong Wai Conway
and Mr. KANG Yan.

SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code as set out in Appendix
10 to the Listing Rules as the Company’s code of conduct regarding
securities transactions by the Directors. Following specific enquiring by the
Company, all the Directors confirmed that they have complied with the
required standards set out in the Model Code throughout the six months
ended 30 June 2018.
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PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

Neither the Company nor any of its subsidiaries purchased, redeemed or
sold any of the Company’s listed securities, except that the trustee of the
Share Award Scheme I, pursuant to the rules of the Share Award Scheme
Il, purchased on the open market a total of 20,000,000 shares of the
Company at a consideration of approximately HK$28,835,000 (equivalent
to RMB23,583,000) for the six months ended 30 June 2018. As at 30 June
2018, the trustee of the Share Award Scheme and Share Award Scheme ||
has purchased from the open market an aggregate of 55,969,000 shares
of the Company, representing approximately 0.91% of the issued share
capital of the Company.

UPDATE ON INFORMATION OF DIRECTORS
PURSUANT TO RULE 13.51B(1) OF THE LISTING
RULES

There was no changes in the information of Directors since the date of the
2017 annual report of the Company which are required to be disclosed
pursuant to Rule 13.51B(1) of the Listing Rules.

There is no other information required to be disclosed pursuant to Rule
13.51B(1) of the Listing Rules.

REVIEW OF INTERIM RESULTS

The condensed interim financial statements have been reviewed by the
Group's auditor, Deloitte Touche Tohmatsu, in accordance with Hong
Kong Standard on Review Engagements 2410 “Review of Interim Financial
Information Performed by the Independent Auditor of the Entity” issued
by the Hong Kong Institute of Certified Public Accountants, and the Audit
Committee.
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AUDIT COMMITTEE

The Audit Committee currently comprises two independent non-executive
Directors, namely Mr. LEE Kong Wai, Conway (chairman) and Mr. KANG
Yan and one non-executive Director, Mr. WOLHARDT Julian Juul. The
Audit Committee has reviewed with the Company’s management and
the external auditors, the accounting principles and practices adopted by
the Company and discussed auditing, risk management system, internal
control procedures and financial reporting matters, including the review
of the Group’s interim financial statements.

INVESTOR RELATIONS

The Company adopts a proactive policy in promoting investor relations
and communications. Regular meetings are held with institutional
investors and financial analysts to ensure two-way communications on
the Company’s performance and development. Investors are welcomed to
send their enquiries to our investor relation at info@moderndairyir.com or
browse the Company’s website (http://www.moderndairyir.com) for latest
update information of the Group.

On behalf of the Board
China Modern Dairy Holdings Ltd.
Ms. GAO Lina
Deputy Chairman, Chief Executive Officer and
Executive Director

Hong Kong, 27 August 2018

N

CHINA MODERN DAIRY HOLDINGS LTD. INTERIM REPORT 2018

BEREEE

ENEZE SRR _EBIIENTES  IFE &
S (ER) RFRELA K —ZIEHTTE FEWOLHARDT
Julian JuulE AR - BRZESEHEARREERER
INERIZ B E AR AR ST R RIEH - WE
wERT  RREEREE AMEREFEME2RE
B PREERAAEENF B EHRE

REERRE

RABIHEERBER R IR E E B ERIER - AQF]
TEHHREBIREER SO MANRITE % - LR
RARRBERERERERER - ARFEIRES
# tKinfo@moderndairyir.com B H AR5 & & B R sk
BB AR R R ML (http://www.moderndairyir.com) B f#
REBH R EINER o

RRESE
PERAHEERERQ A
BIEfE - B
RYPTTEF
BEHLE

EF7% > 201858 A27H



REPORT ON REVIEW OF CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

Deloitte.
=2

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

INTRODUCTION

We have reviewed the condensed consolidated financial statements of
China Modern Dairy Holdings Ltd. (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 45 to 112, which
comprise the condensed consolidated statement of financial position as
of 30 June 2018 and the related condensed consolidated statement of
profit or loss and other comprehensive income, condensed consolidated
statement of changes in equity and condensed consolidated statement of
cash flows for the six months then ended, and certain explanatory notes.
The Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited require the preparation of a report on interim
financial information to be in compliance with the relevant provisions
thereof and International Accounting Standard 34 “Interim Financial
Reporting” (“IAS 34") issued by the International Accounting Standards
Board. The directors of the Company are responsible for the preparation
and presentation of these condensed consolidated financial statements in
accordance with IAS 34. Our responsibility is to express a conclusion on
these condensed consolidated financial statements based on our review,
and to report our conclusion solely to you, as a body, in accordance with
our agreed terms of engagement, and for no other purpose. We do not
assume responsibility towards or accept liability to any other person for
the contents of this report.

SCOPE OF REVIEW

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

CONCLUSION

Based on our review, nothing has come to our attention that causes us
to believe that these condensed consolidated financial statements are not
prepared, in all material respects, in accordance with IAS 34.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

27 August 2018
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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
FRGeSRaEERREfZERER

For the six months ended 30 June 2018
B ZE2018F6 A30H L/~ @A

Revenue

Cost of sales before raw milk fair value
adjustments

Raw milk fair value adjustments included in
cost of sales

Loss arising from changes in fair value less
costs to sell of dairy cows

Gains arising on initial recognition of
raw milk at fair value less costs to sell
at the point of harvest

Other income

Impairment losses, net of reversal

Selling and distribution costs

Administrative expenses

Share of profit (loss) of associates

Other gains and losses, net

Other expenses

Profit (loss) before finance costs and tax

Finance costs

Loss before tax
Income tax expense

Loss for the period

Other comprehensive expense:

Item that will not be reclassified to
profit or loss:

Fair value loss on investments in equity
instruments at fair value through
other comprehensive income

Other comprehensive expense
for the period (net of tax)

Total comprehensive expense for the period
Loss for the period attributable to:

Owners of the Company

Non-controlling interests

Total comprehensive expense for the period
attributable to:
Owners of the Company
Non-controlling interests

Loss per share (RMB)
Basic
Diluted
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Six months ended 30 June
HZE6A30H1E~EA

2018
20185
RMB’000

AR®T
(unaudited)

(REER)
2,468,250

(1,732,827)
(629,418)

(434,716)

629,418

34,321
(74,168)
(CERT0))
(106,762)

6,335
(54,308)
((AEY))

5,408
(148,225)

(142,817)
(194)

(143,011)

(8,870)

(8,870)
(151,881)

(140,250)
(2,761)

(143,011)

(148,958)
(2,923)

(151,881)

(2.30) cents &
(2.30) cents 7

2017
20174
RMB’000
ARETFTT
(unaudited)
(REgEZ)

2,344,380
(1,725,396)
(501,413)

(497,080)

501,413
27,826
(244,351)
(209,691)
(85)
(183,217)
(16,781)

(504,395)
(182,981)

(687,376)
(137)

(687,513)

(687,513)

(666,255)
(21,258)

(687,513)

(666,255)
(21,258)

(687,513)

(11.20) cents 7
(11.20) cents %
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AR aMERRE

As at 30 June 2018

720186 A30H
cONIIT DN B 31 December 2017
120185 20174
6H30H 12A31H
RMB’000 RMB’000
ARET T AREEFIT
(unaudited) (audited)
(REER) (&= %)
NON-CURRENT ASSETS FRBEE
Property, plant and equipment ME - R MR 4,115,409 4,698,736
Land use rights T e AR 119,003 125,802
Goodwill SRS 1,424,539 1,424,539
Interest in associates B LN B ERS 62,375 =
Available-for-sale investment AHEERE - 12,934
Equity instruments at fair value through ZATFESAEMEEKA
other comprehensive income HREmS T A 5,164 -
Biological assets EMEE 7,681,259 7,751,070
13,407,749 14,013,081
CURRENT ASSETS FRBEE
Inventories PN 499,911 848,635
Trade and other receivables FEUCE 2 R % Bt
FEWFRIA 987,818 1,022,069
Land use rights T b AR 4,201 4,106
Financial asset at fair value through AT ERT B
profit or loss CHEE 55,914 =
Other financial assets HihemEE = 31,704
Pledged bank balances and non-pledged EERIRITER K
bank deposits REIRITER 151,589 131,467
Cash and bank balances R& RIRITEESH 656,253 666,519
2,355,686 2,704,500
CURRENT LIABILITIES FBEE
Trade and other payables FERTE R R EAth
FEfRtFRIB 1,574,221 2,019,466
Tax payable JERRTIIA 195 2
Bank borrowings — due within one year RITER— R —F AR 1,944,864 1,564,228
Other borrowings — due within one year HinEm— E/\ FREFHY 1,000,000 1,103,799
Medium-term notes — due within one year FEAZIE — RN —F 2 HA 599,545 1,198,922
Contract liabilities EHIaE 859 -
Derivative financial instruments PTESRMTA 2,943 -
5,122,627 5,886,417
NET CURRENT LIABILITIES REBEEFHE (2,766,941) (3,181,917)
TOTAL ASSETS LESS CURRENT LIABILITIES #AEERTHERS 10,640,808 10,831,164

N
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
BRI R

As at 30 June 2018
R2018%F6 A30H

e N[5 Dk 3 31 December 2017

120185 20174
6H30H 12H31H
Notes RMB’000 RMB’'000
BitEE AR¥T T ARBFT
(unaudited) (audited)
(REFZ) (&= %)
CAPITAL AND RESERVES B R HE
Share capital A&z 21 526,058 526,058
Share premium and reserves A& A i (B K fh 6,271,613 6,443,064
Equity attributable to owners ZNNEIESEE DN (S 2
of the Company 6,797,671 6,969,122
Non-controlling interests Elaalib g 116,429 119,307
TOTAL EQUITY Bt 6,914,100 7,088,429
NON-CURRENT LIABILITIES FEnRBAE
Bank borrowings — due after one year SRITIER — RN —F R 2 17 2,525,672 1,913,029
Medium-term notes — due after one year FRHAZE R — N —F 12 B 19 - 599,458
Corporate bonds RNAESH 20 1,046,309 1,045,761
Deferred income B A 154,727 184,487

3,726,708 3,742,735
10,640,808 10,831,164

i
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
[LEZE =g ¥=% 4 IES

For the six months ended 30 June 2018
HZE2018F6 A30H 1L/~ @A

Attributable to owners of the Company

LN IN
Shares
held under
Share Share  the Share Non-
Share Share Other options Award Award FVT0Cl  Retained controlling
capital  premium reserve reserve reserve  Schemes reserve  eamings  Subdotal interests Total
kiR

HEET  ROTE

iRl FARHRE
B REEE  REER BREGE ROSAGR Bt UARE  REEA bt R ait
RVBOOO  RMBODD  RMBODD  RMBOOD  RVBOOD  RVBOOO  RMBOOO  RMBODD  RMBODD  RMBOOO  RVBOND
ARRTL  ARBTR  ARETR ARETR ARMTR  ARMTR  ARMTR  ARETR  ARMTR  ARETR  ARMTR

(note 23) (note 22(c) ~ (note 22(c)
(i) (W) ()

At 1 January 2017 (audited) 0171 A1R(85K) 959 30008 15872 11706 N -G M3 0133 71228
Loss and total comprehensive expense for the peiod ~— EREBR2 AR AR - - - - - - - (666255 (66255 (21258 (687513)
Share issued BEIRA 83157 807,037 - - - - - - 850,194 - 850,194
Acquiston of non-controling nterests (note 23) Yk (i) 994 S41%0  (55529)) - - - - - 16606 (1480) 1799
Share purchase for the Share Award Scheme (note 22(c) SR G Bt &N E (Hit220) - - - - - () - - M) - m)
Recognition of equity-settled share-based Payment B E N RAT R

(note 22(a) and note 22(c) (HE2ER20) - - - 9,623 453 - - - 97,158 - 97,158
Transfer due to cancellation of share options (note 22(a)) ~ REETRiEst s5mE R (iit220a)) - - - 0458) - - - 204543 - - -
Capital contrbution from FAERLE

non-controling interests - - - - - - - - - 1,960 1,960
At30June 2017 (unaudited) 017567308 (REEH) 56058 4641066 1030455 (62,137) 1173240 7318503 7,385,781
At 31 December 2017 (audted) 0175124316 (8% H) 526,058 4,641,066 979,953 (62,137) 864379 6,969,122 119307 7,088,429
Adjustment (note 2) BE(RD) = = = = (12,021) 10,316 (1.705) L (1:660)
At 1 January 2018 {restated) 201851 A1A(RE5]) 526,058 4,641,066 979,953 14517 (62,137) (12,021) 874,695 6967417 119352 7,086,769
Loss for he period gl - - - - - (1402500 (140,250) %) (30)
Other comprehensive expense for the period BREH2ERR - - - - (8,708) - (8,708) (162) (8,870)
Total comprehensive expense for the period BREERLT LS - - - - (8708)  (140,250)  (148,958) (293  (151,881)
Share purchase for the Share Aviard RbREENRABE (M)

Schemes (note 22(c) (23,583) (23,583) (23,583)
Recogniton of equity-etfled share-hased EEREEENRAZAONT

payment note 22(c) (Hs2200) - - - - - 2,79 - 2795
At 30 June 2018 (unaudited) R018F6A30R (R EEH) 526,058 4,641,066 979,953 (85,720) (20,129) 6,797,671 116429 6914100

N
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
%Hﬂﬁéiﬂﬁlllls

For the six months ended 30 June 2018
B ZE2018F6 A30H IE/~EA

Six months ended 30 June
BZ6H30H L EA

2018 2017
20184 20174
RMB’'000 RMB'000
AR¥T T ARBTFT
(unaudited) (unaudited)
(REFZ) (REeEZ)
Net cash generated from (used in) BB TS (ATA )R8
operating activities 709,470 (56,571)
Net cash used in investing activities REETEMARSFRE
Purchases of property, plant and equipment BAYE  WEL&RE (269,648) (193,095)
Investment in an equity instrument EanTAKE (1,100) -
Additions in biological assets EYEEILE (540,344) (623,112)
Additions in pledged bank balances 2 R ITAEERIE N (61,128) (75,136)
Release of pledged bank balances BB RIRTTAE AR IR 65,705 56,293
Addition in non-pledged bank deposits with JRE|HA H B =18 A g KR iR 1T

original maturity of more than three months TFERIE N (39,699) (16,500)
Release of non-pledged bank deposits with JREIEA BB R = {0 A R IR ERTT

original maturity of more than three months 7R 15,000 205,490
Proceeds from disposal of dairy cows & FLAFTS IR 319,117 232,320
Proceeds from acquisition of W BE FE1E R fE 25 FT 1S SRR

non-controlling interest 1,800
Settlement of cash portion of EELIETRER S (M)

Modified Considerations (note) - (93,124)
Interest received AL EIESN 6,472 5,000
Government grants received BT RG 13,909 10,253
Proceeds from disposal of subsidiaries (note 24) HE B A RS ZIE (MiE24) (91,560) -
Purchases of land use rights FEE T fF AR = (3,257)
Proceeds from disposal of property, HEWE  BERBREMFRE

plant and equipment 13,460 11,472

(569,816) (481,596)

Net cash (used in) generated from financing mEEE (AR EES

activities HER
Interest paid ERFLE (245,796) (206,685)
New borrowings raised MESRITER 1,940,627 1,114,507
Repayment of borrowings EREEIE (609,843) (1,579,035)
Proceeds from short-term debentures Lﬂﬁfa FRATS A = 500,000
Repayment of short-term debentures SR A B R - (800,000)
Repayment of medium-term notes EP MR EE A (1,200,000) =
Proceeds from corporate bonds NREFFSHIA = 800,000
Payment of transaction cost for short-term YIERESRARES

debentures and corporate bonds 2 SRR - (5,100)
Proceeds from other borrowings E{m{ﬁthﬁﬁ%%?’,’x 1,061,000 377,000
Repayment of other borrowings R B 5 5K (1,072,325) (22,650)
Capital contribution from IR A

non-controlling interests = 1,960
Payment for repurchase of ordinary shares B (0] I 38 A% A9 1~ 3R (23,583) (713)

(149,920) 179,284

Net decrease in cash and cash equivalents BRe RRSEEBWRAFRE (10,266) (358,883)

Cash and cash equivalents at 1 January MIATENERESRESEED 666,519 851,788
Cash and cash equivalents at 30 June, MEA30BMIRE RIRESEEY - I

represented by cash and bank balances e RRITHEHRZET 656,253 492,905

Note: Defined in note 20 to the Company’s consolidated financial statements for Mz FEEEAATEZE2017E12AH831H I EENLESE

the year ended 31 December 2017. FEIRR M EE20 ©
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
iR & MR

For the six months ended 30 June 2018
HZE2018F6 A30H 1L/~ @A

GENERAL AND BASIS OF PREPARATION OF
THE CONSOLIDATED FINANCIAL STATEMENTS

China Modern Dairy Holdings Ltd. (the “Company”) is a limited
liability company and its shares are listed on the Main Board of
The Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
on 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 30 June 2018, China Mengniu
Dairy Co., Ltd. (“Mengniu”) and its wholly owned subsidiary
together owned 60.76% of the issued share capital of the Company.

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 condensed 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”).

Bl
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

GENERAL AND BASIS OF PREPARATION OF
THE CONSOLIDATED FINANCIAL STATEMENTS

(continued)

Basis of preparation of condensed consolidated
financial statements

In preparation of the condensed consolidated financial statements
for the six months ended 30 June 2018, the directors of the
Company (the “Directors”) have given careful consideration to the
future liquidity of the Group in light of that the Group incurred
a net loss of RMB143,011,000 for the six months ended 30 June
2018 (for the six months ended 30 June 2017: RMB687,513,000)
and, as of that date, the Group’s current liabilities exceeded its
total current assets by RMB2,766,941,000 (31 December 2017:
RMB3,181,917,000). Having considered the available credit facilities
of approximately RMB3,626,417,000 which remains unutilised
as at 30 June 2018, the Directors are satisfied that the Group will
be able to meet in full its financial obligations as they fall due for
the foreseeable future. Accordingly, the condensed consolidated
financial statements have been prepared on a going concern basis.

The condensed consolidated financial statements of the Group have
been prepared in accordance with International Accounting Standard
34 Interim Financial Reporting (“IAS 34") issued by the International
Accounting Standards Board (“IASB”) as well as with the applicable
disclosure requirements of Appendix 16 to the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited (the
“Listing Rules”).

PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements have been
prepared on the historical cost basis except for: (i) the biological
assets, which are measured at fair value less costs to sell; (i) financial
instruments at fair value through profit or loss (“FVTPL"); and (iii)
financial instruments at fair value through other comprehensive
income (“FVTOCI"), which are measured at fair value at the end of
each reporting period.

SRR b s e e

For the six months ended 30 June 2018
B ZE2018F6 A30H LL/~EA

—REMRGEVBRRNVEREE

(&)
AR M BRRNARERE

HEREE E201846 A30H IH/5E A M SRR
AR HmER  ERAEBEREZE2018F6A
308 BN E A EEBEFFE AR 143,011,000
T(HE2017F6 A30HIEAEAA : AR
687,513,0007T) RE ZZ B AE B R BB & &8
HEAB S ELEAR2,766,941,0007T (2017
F12H31H : AR#¥3,181,917,00070) * AR F]
EX((EF ) EREERAEBENARRDES
AL o $8E B N2018F6 A30A M A B AEE
BB ANRY3,626,417,000 T RENFE - EE
B AR - NEBBEE AR RS
HIE R RSER A MIE - AL - SRS EH
BHREBIBEFECLEERR -

REEERERRE M BHRRIRIEER SRR
Fe((BERestEAE=E ) AR ER S
HERF 3457 P I S ([ BIFR & 5 RIS 34
1) URBBBMARZMERARESLHR
AT EMARRA DM E+NEREERERE -

EFEEEE

BAGR A M IERRIIRIBE L A ELERE - 1
(VR R HERIBEKRATENEMEE © ()EA
FEFABR(RAFEHABZ DOHERIA
R(ifg A HEF AR 2EBA (R AFERA
Hin 2EMA DN SR T ARSREHRHAT
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

AR S SRR M &
For the six months ended 30 June 2018
HZE2018F6 A30H 1L/~ @A

2. PRINCIPAL ACCOUNTING POLICIES (continued)

Other than changes in accounting policies resulting from application
of new and amendments to International Financial Reporting
Standards (“IFRSs"”), the accounting policies and methods of
computation used in the condensed consolidated financial
statements for the six months ended 30 June 2018 are the same
as those followed in the preparation of the Group’s consolidated
financial statements for the year ended 31 December 2017.

Application of new and amendments to IFRSs

In the current interim period, the Group has applied, for the first
time, the following new and amendments to IFRSs issued by the
IASB which are mandatory effective for the annual period beginning
on or after 1 January 2018 for the preparation of the Group’s
condensed consolidated financial statements:

IFRS 9 Financial Instruments

IFRS 15 Revenue from Contracts with Customers
and the related Amendments

Foreign Currency Transactions and

Advance Consideration

IFRIC = Int 22

FESTHBE®)

B FE R 3T R] A 7T BB B s s 2 2 R ([ BB
MISTRELER ) MEBW S BURE RN - BE
201846 A30H LE7/~ 1 A B4R & B 75 R AT e
RS TBUR RatE AR AEEHE2017
F1N2AMBILEFENGREMBERERATRBE —
g( o

P& FA 7 R] B AR AT Bl R Bt A5 3R 5 22 Al

RAFEEE - AEEEEAEANTHEES
SHERIEEESBMHIRN2018F1 A1 B 2 ERA
O 4F i BRI 58 AR SR 3T 5T R B 7T BB B 75 3
SR DR EE R A MR

ARMBREEAFSE  2RIA
ARMBREEAF 1R BPANRARERER

BRHBREREZEE - IMRIRENNE
BREER

Amendments to IFRS 2

Amendments to IFRS 4

Amendments to IAS 28

Amendments to IAS 40

Classification and Measurement of
Share-based Payment Transactions

Applying IFRS 9 Financial Instruments
with IFRS 4 Insurance Contracts

As part of the Annual Improvements to
IFRSs 2014-2016 Cycle

Transfers of Investment Property

The new and amendments to IFRSs have been applied in accordance
with the relevant transition provisions in the respective standards
and amendments which results in changes in accounting policies,
amounts reported and/or disclosures as described below.

N
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

2. PRINCIPAL ACCOUNTING POLICIES (continued)

2.1 Impacts and changes in accounting policies of

application on IFRS 15 Revenue from Contracts
with Customers

The Group has applied IFRS 15 for the first time in the current
interim period. IFRS 15 superseded IAS 18 Revenue and the
related interpretations.

The Group recognises revenue from the following major
sources:

° Dairy farming — breeding dairy cows to produce and sell
raw milk.

o Liquid milk products — producing and selling processed
liquid milk.

The Group has applied IFRS 15 retrospectively with the
cumulative effect of initially applying this Standard recognised
at the date of initial application, 1 January 2018. Any
difference at the date of initial application is recognised
in the opening retained earnings (or other components of
equity, as appropriate) and comparative information has
not been restated. Furthermore, in accordance with the
transition provisions in IFRS 15, the Group has elected to apply
the Standard retrospectively only to contracts that are not
completed at 1 January 2018. Accordingly, certain comparative
information may not be comparable as comparative
information was prepared under IAS 18 Revenue and the
related interpretations.

SRR b s e e

For the six months ended 30 June 2018
B ZE2018F6 A30H LL/~EA

2. FESBE )

21 EREMEBREEAFISHKEFS

HEAS R EE VSR EHBE
28

AR HAERR - AN E B &R E R BRI %

ifﬁﬁ'l%w?ﬁ o BB Bk AR ZE15
FENRBE T ERF 185K MA KR
iz o

REEERKB AT Z2HREHA

o PABRE-FENFTRANEERHEE
[ o

o RREEM—EENHEEMIRREY
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5% - AR ERIR R BRI L ER
HE2018F1 A1 MR - RYIFTEA B
B Z R BV ARE B F (SR E
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
R IR AR M T

For the six months ended 30 June 2018
HZE2018F6 A30H 1L/~ @A

5L

w3

2. PRINCIPAL ACCOUNTING POLICIES (continued)

2.1 Impacts and changes in accounting policies of
application on IFRS 15 Revenue from Contracts
with Customers (continued)

2141

Key changes in accounting policies resulting from
application of IFRS 15

IFRS 15 introduces a 5-step approach when recognising
revenue:

e  Step 1: Identify the contract(s) with a customer

e  Step 2: Identify the performance obligations in
contract

o Step 3: Determine the transaction price

e Step 4: Allocate the transaction price to the
performance obligations in the contract

o Step 5: Recognise revenue when (or as) the Group
satisfies a performance obligation

Under IFRS 15, 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 and service
(or a bundle of goods or services) that is distinct or a
series of distinct goods or services that are substantially
the same.

N
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
SRR b s e e

For the six months ended 30 June 2018
B ZE2018F6 A30H LL/~EA

2. PRINCIPAL ACCOUNTING POLICIES (continued) 2. FEEFBER®
2.1 Impacts and changes in accounting policies of 21 EREBMBHREENEISHREFS

application on IFRS 15 Revenue from Contracts HNWAHSTHERNTERESTHER

with Customers (continued) 28 E)

2.1.1Key changes in accounting policies resulting from 211 ERBEIR M EERFEISHEEN
application of IFRS 15 (continued) STBREESE(F)
Control is transferred over time and revenue is recognised fis i B DA N B R —IB 1R 2% - R34
over time by reference to the progress towards complete FEEREE M - WRExTE2EKME
satisfaction of the relevant performance obligation if one B X E (THEEREE R REIRERUA ¢

of the following criteria is met:

e The customer simultaneously receives and consumes o RPERRFINEN(E R AEEEL
the benefits provided by the Group’s performance as s SR B ) 2
the Group performs;

e The Group's performance creates and enhances o AEEMELILRIILMNALE
an asset that the customer controls as the Group BEBARFEFRTERINERE ; 5
performs; or

e The Group's performance does not create an o AREEMBHITEZRUAEER
asset with an alternative use to the Group and the BEEINBBRNEE  MAEESR
Group has an enforceable right to payment for S HI T TR EGE S B ST Y
performance completed to date. BAIRIER

Otherwise, revenue is recognised at a point in time when BE - WARBEFPEISAIR S A ML

the customer obtains control of the distinct good or PR 75 428 ) e O B R AR o

service.

MH‘
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

AR S SRR M &
For the six months ended 30 June 2018
HZE2018F6 A30H 1L/~ @A

2. PRINCIPAL ACCOUNTING POLICIES (continued)

2.1 Impacts and changes in accounting policies of
application on IFRS 15 Revenue from Contracts

with Customers (continued)

2.1.1Key changes in accounting policies resulting from

application of IFRS 15 (continued)

A contract asset represents the Group’s right to
consideration in exchange for goods or services that
the Group has transferred to a customer that is not yet
unconditional. It is assessed for impairment in accordance
with IFRS 9. In contrast, a receivable represents the
Group's unconditional right to consideration, i.e. only
the passage of time is required before payment of that

consideration is due.

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.

2.1.2Summary of effects arising from initial application of

IFRS 15

The transition to IFRS 15 does not have impact on the
Group'’s retained earnings at 1 January 2018.

As at 1 January 2018, advances from customers of
RMB348,000 in respect of sales contracts previously
included in trade and other payables were reclassified to

contract liabilities.

N
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
SRR b s e e

For the six months ended 30 June 2018
B ZE2018F6 A30H LL/~EA

2. PRINCIPAL ACCOUNTING POLICIES (continued) 2. FEEFBER®
2.1 Impacts and changes in accounting policies of 21 EREBMBHREENEISHREFS

application on IFRS 15 Revenue from Contracts HNWAHSTHERNTERESTHER

with Customers (continued) 28 E)

2.1.2Summary of effects arising from initial application of 2129 L ERER MR EERE15RE
IFRS 15 (continued) ENFEMEE)
The following table summarises the impacts of applying TR e BB B PR B A RS 2 RIZE 15
IFRS 15 on the Group’s condensed consolidated “ﬁ%$§‘%3§2018¢6ﬂ305?ﬁﬁﬂf‘“
statement of financial position as at 30 June 2018. Line EUBMARATE - ESE
items that were not affected by the changes have not EHIEE WESEENR -

been included

Impacts on the condensed consolidated statement of HRRGE BT R A EE
financial position

Amount
without
application
As reported  Adjustments of IFRS 15
1% 48 A
BIFR B s
AERIIZE 1557
PR3l &R I ol
Note RMB’000 RMB’000 RMB’'000
M AR®BTT ARETT ARETET
Current Liabilities REEE
Trade and other payables ERE SRR KL
At R~ kI8 16 1,574,221 859 1,575,080
Contract liabilities BHAE 859 (859) —
There is no impact of applying IFRS 15 on the condensed FAZR R HREARS « fE BB B R B S i A5
consolidated statement of profit and loss and other EIER Bl EE s =y =R RN TE]
comprehensive income for the current interim period. W R ESLE o

MH‘
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2. PRINCIPAL ACCOUNTING POLICIES (continued)

2.2 Impacts and changes in accounting policies of

application on IFRS 9 Financial Instruments

In the current period, the Group has applied IFRS 9 Financial
Instruments and the related consequential amendments to
other IFRSs. IFRS 9 introduces new requirements for 1) the
classification and measurement of financial assets and financial
liabilities, 2) expected credit losses (“ECL") for financial assets
and 3) general hedge accounting.

The Group has applied IFRS 9 in accordance with the transition
provisions set out in IFRS 9. i.e. applied the classification
and measurement requirements (including impairment)
retrospectively to instruments that have not been derecognised
as at 1 January 2018 (date of initial application) and has not
applied the requirements to instruments that have already been
derecognised as at 1 January 2018. The difference between
carrying amounts as at 31 December 2017 and the carrying
amounts as at 1 January 2018 are recognised in the opening
retained earnings and other components of equity, without
restating comparative information.

Accordingly, certain comparative information may not be
comparable as comparative information was prepared under
IAS 39 Financial Instruments: Recognition and Measurement.

N
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
Fﬁ Eﬂn‘/-ﬁ (=] /Zl-ﬁ%ﬁF&;—"%Bﬁ-;I

For the six months ended 30 June 2018
HZE2018F6 A30H 1L/~ @A

2. XFESHBEK®)

z2@ﬁl@ﬂ?ﬁ%§ﬂ§9%§@1
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

2. PRINCIPAL ACCOUNTING POLICIES (continued)

2.2 Impacts and changes in accounting policies
of application on IFRS 9 Financial Instruments
(continued)

2.2.1Key changes in accounting policies resulting from
application of IFRS 9

Classification and measurement of financial assets

Trade receivables arising from contracts with customers
are initially measured in accordance with IFRS 15.

All recognised financial assets that are within the scope
of IFRS 9 are subsequently measured at amortised cost
or fair value, including unquoted equity investments
measured at cost less impairment under IAS 39.

Debt instruments that meet the following conditions are
subsequently measured at amortised cost:

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

o the contractual terms of the financial asset 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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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

RS IRk M

For the six months ended 30 June 2018
HZE2018F6 A30H 1L/~ @A

2. PRINCIPAL ACCOUNTING POLICIES (continued)

2.2 Impacts and changes in accounting policies
of application on IFRS 9 Financial Instruments

(continued)

2.2.1Key changes in accounting policies resulting from

application of IFRS 9 (continued)

Classification and measurement of financial assets

(continued)

Debt instruments that meet the following conditions are

subsequently measured at FVTOCI:

o the financial asset is held within a business model
whose objective is achieved by both collecting
contractual cash flows and selling the financial

assets; and

e the contractual terms of the financial asset 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 application/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 (“OCI")
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

Combination applies.

In addition, the Group may irrevocably designate a debt
investment that meets the amortised cost or FVTOCI
criteria as measured at FVTPL if doing so eliminates or
significantly reduces an accounting mismatch.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
SRR b s e e

For the six months ended 30 June 2018
B ZE2018F6 A30H LL/~EA

2. PRINCIPAL ACCOUNTING POLICIES (continued) 2. FESTBE @

2.2 Impacts and changes in accounting policies 22 ERAEBRMBREEAEREMT
of application on IFRS 9 Financial Instruments BENFERSTTBEREH (&)
(continued)
2.2.1Key changes in accounting policies resulting from 2.21 FEFEIBR B ISR E ER FREHE

application of IFRS 9 (continued)

Equity instruments designated as at FVTOCI

At the date of initial application/initial recognition,
the Group may make an irrevocable election (on an
instrument-by-instrument basis) to designate investments
in equity instruments as at FVTOCI.

Investments in equity instruments at FVTOCI are
initially measured at fair value plus transaction costs.
Subsequently, they are measured at fair value with gains
and losses arising from changes in fair value recognised in
OCl 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
profits.

Dividends on these investments in equity instruments are
recognised in profit or loss when the Group’s right to
receive the dividends is established in accordance with
IFRS 9, 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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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

RS IRk M

For the six months ended 30 June 2018
HZE2018F6 A30H 1L/~ @A

2. PRINCIPAL ACCOUNTING POLICIES (continued)

2.2 Impacts and changes in accounting policies
of application on IFRS 9 Financial Instruments

(continued)

2.2.1Key changes in accounting policies resulting from

application of IFRS 9 (continued)

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. The net gain or
loss recognised in profit or loss includes any dividend or
interest earned on the financial asset and is included in

the “other gains and losses” line item.

The Directors reviewed and assessed the Group's
financial assets as at 1 January 2018 based on the facts
and circumstances that existed at the date. Changes in
classification and measurement on the Group’s financial
assets and the impacts thereof are detailed in note 2.2.2.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

2. PRINCIPAL ACCOUNTING POLICIES (continued)

2.2 Impacts and changes in accounting policies
of application on IFRS 9 Financial Instruments
(continued)

2.2.1Key changes in accounting policies resulting from
application of IFRS 9 (continued)

Impairment under ECL model

The Group recognises a loss allowance for ECL on
financial assets which are subject to impairment under
IFRS 9 (including trade and other receivables, pledged
bank balances, non-pledged bank deposits and cash and
bank balances). 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 for debtors with significant balance or
collectively using a provision matrix with appropriate
groupings.

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,
the Group recognises lifetime ECL. The assessment of
whether lifetime ECL should be recognized is based on
significant increases in the likelihood or risk of a default
occurring since initial recognition.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

RS IRk M

For the six months ended 30 June 2018
HZE2018F6 A30H 1L/~ @A

2. PRINCIPAL ACCOUNTING POLICIES (continued)

2.2 Impacts and changes in accounting policies
of application on IFRS 9 Financial Instruments

(continued)

2.2.1Key changes in accounting policies resulting from

application of IFRS 9 (continued)

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:

o an actual or expected significant deterioration in
the financial instrument’s external (if available) or

internal credit rating;

e 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;
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
SRR b s e e

For the six months ended 30 June 2018
B ZE2018F6 A30H LL/~EA

2. PRINCIPAL ACCOUNTING POLICIES (continued) 2. FEETBE#®
2.2 Impacts and changes in accounting policies 22 ERAEBRMBREEAEREMT
of application on IFRS 9 Financial Instruments BENFERSTTERESE (&)
(continued)

221 ERERMBHREERFORERE
BEREENIESS(EF)

2.2.1Key changes in accounting policies resulting from
application of IFRS 9 (continued)

Significant increase in credit risk (continued) =B BEEIE ()

e existing or forecast adverse changes in business, TR BRI B BUETS N B ERE S KR
financial or economic conditions that are expected TRRRIER - MESAEEMRE
BB LTEATFIEL ;

to cause a significant decrease in the debtor’s ability
to meet its debt obligations;

e an actual or expected significant deterioration in the o EMAKLEENER TR
operating results of the debtor; EZ21Mt

e an actual or expected significant adverse change o ENEKAEBERENKETERN
in the regulatory, economic, or technological EEAEE « KESEINIRER

environment of the debtor that results in a BRI EATHEL -
significant decrease in the debtor’s ability to meet

its debt obligations.

Irrespective of the outcome of the above assessment, Tom Bt e A R - AEER
the Group presumes that the credit risk has increased = MEQNFEHRAEE30E - BlE

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 considers that default has occurred when
the instrument 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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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

AR S SRR M &
For the six months ended 30 June 2018
HZE2018F6 A30H 1L/~ @A

2. PRINCIPAL ACCOUNTING POLICIES (continued)

2.2 Impacts and changes in accounting policies
of application on IFRS 9 Financial Instruments

(continued)

2.2.1Key changes in accounting policies resulting from

application of IFRS 9 (continued)

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 adjusted by forward-

looking information.

Generally, the ECL is estimated as the difference between
all contractual cash flows that are due to the Group in
accordance with the contract and all 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.

As at 1 January 2018, the Directors reviewed and assessed
the Group’s existing financial assets for impairment
using reasonable and supportable information that is
available without undue cost or effort in accordance with
requirements of IFRS 9. The results of the assessment and
the impact thereof are detailed in note 2.2.2.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

2. PRINCIPAL ACCOUNTING POLICIES (continued)

2.2 Impacts and changes in accounting policies
of application on IFRS 9 Financial Instruments
(continued)

2.2.1Key changes in accounting policies resulting from
application of IFRS 9 (continued)

Classification and measurement of financial liabilities

For non-substantial modifications of financial liabilities
that do not result in derecognition, the carrying amount
of the relevant financial liabilities will be calculated at
the present value of the modified contractual cash flows
discounted at the financial liabilities” original effective
interest rate. Transaction costs or fees incurred are
adjusted to the carrying amount of the modified financial
liabilities and are amortised over the remaining term. Any
adjustment to the carrying amount of the financial liability
is recognised in profit or loss at the date of modification.

2.2.2Summary of effects arising from initial application of
IFRS 9

The table below illustrates the classification and
measurement (including impairment) of financial assets
under IFRS 9 and IAS 39 at the date of initial application,
1 January 2018.
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-1AS 39 12,934 - 1,701,003 - - -
Redlassification EiinE
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Remeasurement EifitE
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS IRk M

For the six months ended 30 June 2018
HZE2018F6 A30H 1L/~ @A

2. PRINCIPAL ACCOUNTING POLICIES (continued)

2.2 Impacts and changes in accounting policies
of application on IFRS 9 Financial Instruments
(continued)

2.2.2Summary of effects arising from initial application of
IFRS 9 (continued)

(@) AFS investment

N

From AFS equity investment to FVTOCI

The Group elected to present in OCl for the fair
value changes of all its equity investment previously
classified as AFS, of which RMB12,934,000 related
to unquoted equity investment (the “unquoted
equity investment |”) previously measured at cost
less impairment under IAS 39. These investments
are not held for trading and not expected to
be sold in the foreseeable future. At the date
of initial application of IFRS 9, RMB12,934,000
were reclassified from AFS investments to equity
instruments at FVTOCI, which related to unquoted
equity investments previously measured at cost less
impairment under IAS 39. At 1 January 2018, the
fair value of the equity investment approximate
its carrying amount at 31 December 2017 and
no fair value adjustment would be made to the
Group’s investment revaluation reserve at 1
January 2018 upon initial application of IFRS 9. In
addition, impairment losses previously recognised
of RMB12,021,000 were transferred from retained
earnings to FVTOCI reserve as at 1 January 2018.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
SRR b s e e

For the six months ended 30 June 2018
B ZE2018F6 A30H LL/~EA

2. PRINCIPAL ACCOUNTING POLICIES (continued) 2. FEEFBER®

2.2 Impacts and changes in accounting policies 2.2 Fgﬁﬁlﬁ%g MR EERFEIR ST
of application on IFRS 9 Financial Instruments VRERSTTBEREH (&)
(continued)

2.2.2Summary of effects arising from initial application of
IFRS 9 (continued)

222HRERBBRMBHREENFORME
FEOBR(E)

(b)  Impairment under ECL model (b) FEEEEERE T A e E

The Group applies the IFRS 9 simplified approach
to measure ECL which use lifetime ECL for all trade
receivables. To measure ECL, trade receivables have
been grouped on shared credit risk characteristics.

Loss allowances for other financial assets at
amortised cost mainly comprised of pledged bank
balances, non-pledged bank deposits, cash and
bank balances and other receivables, are measured
on 12m ECL basis and there had been no significant
increase in credit risk since initial recognition.

As at 1 January 2018, the additional credit loss
allowance of RMB1,660,000 has been recognised
against retained earnings. The additional loss
allowance is charged against the respective asset.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS IRk M

For the six months ended 30 June 2018
HZE2018F6 A30H 1L/~ @A

2. PRINCIPAL ACCOUNTING POLICIES (continued) 2. FEEFBER®
2.3 Impacts on opening condensed consolidated 2.3 FEAEHTEABHAERES M
statement of financial position arising from the BIRRAREENTE

application of all new standards

As a result of the change in the entity’s accounting policies AR LSSt mEaE - YSRGS
above, the opening condensed consolidated statement of BRSO RBVEES - TRYIREEZEER
financial position had to be restated. The following table show I8 B IR T2 o

the adjustments recognised for each individual line item.

31 December 1 January

2017 2018

(Audited) IFRS 15 IFRS 9 (Restated)
20174

128 BIFR1 75 BIFR 75 2018%

31H HELER HELER 1A18

(#8&%) 1558 el (& =51)

RMB’000 RMB’000 RMB’000 RMB’000
ARBTT ARETT AREBTE ARETRL

Non-current Assets FEREEE
AFS investments A ERE 12,934 = (12,934) =
Equity instruments at FVTOCI BAFEFARMEE

WAR R T A - - 12,934 12,934
Current asset RENEE
Trade and other receivables EWE SR L EAM

FEW FRIA 1,022,069 = (1,660) 1,020,409
Current liability RBEE
Contract liabilities AHaE = (348) = (348)
Trade and other payables ENEZRI R

Hib e 508 (2,019,466) 348 = (2,019,118)
Capital and Reserves EXRGEE
Share premium and reserves {10 i (8 K S = = (1,486) (1,486)
Non-controlling interests FEEAR R A - - (174) (174)

N
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS S B SRR M=t

For the six months ended 30 June 2018
B ZE2018F6 A30H LL/~EA

REVENUE 3. A
Disaggregation of revenue WA

Six months ended 30 June 2018

#Z=201856 A30H LB A
Liquid milk
Segments D Dairy farming products Total
M4EE REEDBE R #st
RMB’000 RMB’000 RMB’000
AR¥T T ARBTT ARBTT
(unaudited) (unaudited) (unaudited)
(REER) (REEER) (REEZ)
Types of goods I mmiany
Raw milk JREH 2,344,168 - 2,344,168
Liquid milk products TR BEIEE M - 240,869 240,869
Total et 2,344,168 240,869 2,585,037
Timing of revenue recognition U A\ R SR B i
A point in time FrrE2h 2,344,168 240,869 2,585,037

Set out below is the reconciliation of the revenue from contracts EEALW ARSI AR N E NS E Y EST

with customers with the amounts disclosed in the segment mE :
information.

Six months ended 30 June 2018
BE20185F6H30HL<AA

Liquid milk
Dairy farming products Total
MB4EE RSB E M et
RMB’000 RMB’000 RMB’000
ARET T ARET T ARET T
(unaudited) (unaudited) (unaudited)
(REBER) (REBER) (REBER)
Revenue disclosed in segment DEPERHE TR AU A
information
External customers SRR 2,227,381 240,869 2,468,250
Inter-segment Nk 116,787 - 116,787
2,344,168 240,869 2,585,037
Eliminations Eiic (116,787) = (116,787)
Revenue from contracts with BERAHIMA

customers

2,227,381 240,869

2,468,250

i
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AR A B R R M =t

For the six months ended 30 June 2018
HZE2018F6 A30H 1L/~ @A

4. SEGMENT INFORMATION 4. DIERE
The following is an analysis of the Group’s revenue and results by AT AR 2o IBEID A AREBUWA K& ELEH
reportable segments: DT
Segment revenue, results, assets and liabilities DEUA - EE - BERERE
Six months ended 30 June 2018 (unaudited) B Z2018F6A30H LA (REHFEX)
Inter-
Liquid milk segment
Dairy farming products Subtotal elimination* Total
h4&E RENER Nt P R4 g % @t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETR ARBTT ARBT T ARBTT ARBTT
Segment revenue DERA 2,344,168 240,869 2,585,037 (116,787) 2,468,250
Segment cost of sales before raw milk fair  REHAAFEEEAIL
value adjustments DEHENA 1,634,308 220,961 1,855,269 (122,442) 1,732,827
Reportable segment profit (loss) 2HH B (EE) 373,697 (92,934) 280,763 5,655 286,418
Loss arising from changes in fair value less ~ LA AFEZBFHIALE
costs to sell of dairy cows HAEENER (434,716)
Share of profit of associates EEBE AR EN 6,335
Unallocated other income FABEMBA 8,564
Unallocated other gains and losses RABEMYE R BB 14,875
Unallocated expenses AOEHX (24,293)
Loss before tax BRHRIEE (142,817)
As at 30 June 2018 (unaudited) #2018%F6 A30 A (R EHEK)
Segment assets PEHEE 14,598,251 146,609 14,744,860 (143) 14,744,717
Unallocated assets ROREE 1,018,718
Consolidated assets AHBE 15,763,435
Segment liabilties HEaE 8,593,218 234,477 8,827,695 (143) 8,827,552
Unallocated liabilities *pEaE 21,783
Consolidated liabilities AREE 8,849,335
* Inter-segment elimination represents the elimination of sales of raw * NI RIS I N A B A D SR MR A I EE S B0 84
milk from dairy farming segment to liquid milk products segment and E R ERAE R BER B & a9E Y -

balances of related current accounts.

Segment revenue of dairy farming segment included inter-segment 24 B ITE D ER D EP U A B HE R R U A A R B
revenue of RMB116,787,000, which are charged at internally agreed 116,787,0007T + IR FLAFEE H SR EYE
prices with reference to the local market prices between dairy farming DD ER 7 AR E H T TH{E RN ZERE E(B AR ULER o

segment and liquid milk products segment.

N
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

SEGMENT INFORMATION (continued) 4,

Segment revenue, results, assets and liabilities
(continued)

Six months ended 30 June 2017 (unaudited)

SRR b s e e

For the six months ended 30 June 2018
B ZE2018F6 A30H LL/~EA

7 BRE R

DR - B - BEEREE#E)

2201756 A30H 1/~ B (REEFR)

Inter-
Liquid milk segment
Dairy farming products Subtotal elimination* Total
58 REDER N WEREH A st
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETT AREFTT AREFT
Segment revenue DEBA 2,078,320 405,092 2,483,412 (139,032) 2,344,380
Segment cost of sales before raw RHGRFEFZAL
milk fair value adjustments HPHERK 1,515,032 357472 1,872,504 (147,108)  1,725,3%
Reportable segment profit (loss) A2HHBEH(EE) 249,854 (306,200) (56,346) 8,076 (48,270)
Loss arising from changes in fair AFATEEZBRIFHER
valueless costs to sell of dairy cows RELHMER (497,080)
Share of loss of an associate ElE—REEARNER (85)
Unallocated other income AABEMBA 12,369
Unallocated other gains and losses AAEA M ERER (26,558)
Unallocated expenses FKABHZ (127,752)
Loss before tax BREAIEE (687,376)
As at 31 December 2017 ®2017%12A31A
Segment assets NEEE 14,761,917 893,749 15,655,666 (6,682) 15,648,984
Unallocated assets AORBE 1,068,597
Consolidated assets SHHRE 16,717,581
Segment liabilities PEaE 8,661,962 934,280 9,596,242 (1,027) 9,595,215
Unallocated liabilities FORERE 33,937
Consolidated liabilities &HaRE 9,629,152
LS Inter-segment elimination represents the elimination of sales of raw * AEBERSE IR A B IA S B AR AR YN E b ) #P 88

milk from dairy farming segment to liquid milk products segment and
balances of related current accounts.

Segment revenue of dairy farming segment included inter-segment
revenue of RMB139,032,000, which are charged at prices internally
agreed between dairy farming segment and liquid milk products
segment.

ERE Y EERREAR B ARV o

MEBEED B D BDRABFERNBERAARE
139,032,0007T + IR EE D PERAEN =
5B B 2 [ P BT 7 SE O (AR UL ©

MH‘
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SEGMENT INFORMATION (continued)
Geographic information

Since 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 all the segments are 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, no geographic information by segment is presented.

Information about major customers

Included in revenue arising from sales of raw milk to external
customers of approximately RMB2,022,484,000 (for the six months
ended 30 June 2017: RMB1,534,675,000) arose from sales to a
single external customer. During the current period, the Group also
sold liquid milk products of RMB239,995,000 (six months ended
30 June 2017: RMB22,602,000) to this customer. No other single
customer contributed 10% or more to the Group's revenue for the
six months ended 30 June 2018 (six months ended 30 June 2017:
nil).

N
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS IRk M

For the six months ended 30 June 2018
HZE2018F6 A30H 1L/~ @A

PEER (2
i3 & R

HRAARE MR P H A TYIR B H B A )
EFBMAEFRBEEDNURNPEANN - MAE
”*Bl”flﬂﬁl:@)f'*ﬁ*”&*ﬁﬁllE’J*EM EREE
RENBEUEMIZEREEETER - EHALE
25D RS D EH R E R o

FREIEEFNER

INBEFRBDEERARTERE IR
SHEELEMM AL ARKE2,022,484,000 T (=
20175F6 A30R L7/~ fE A : AR¥1,534,675,000

T0) o RAHIRE - ARENAZEF & RED
EmAREE239,995,0005t (& E201746 4308
AR - AR#22,602,0007T) ° # 220184
6A30H LM - WEHEME -—RFERAERR
BR10% kA EWA (B E2017F6 A308 1L/~ A
A:ZF)o



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS S B SRR M=t

For the six months ended 30 June 2018
B ZE2018F6 A30H LL/~EA

OTHER INCOME

Bank interest income
Government grants related to
— Other assets
— Income (note)

Others

RITABHA

5. HlA

FAA T B IR H A BUT RS

—HpEE
— A (K EE)

HAft

Note: These government grants are unconditional government subsidies
received by the Group from relevant government bodies for the purpose
of giving immediate financial support to the Group’s operation.

T

Six months ended 30 June
BZ6H30HEAEA

2018
20185
RMB’000
ARET T
(unaudited)
(REEZR)

6,501

9,722
9,317

19,039
8,781

34,321

2017
20174
RMB’000
AREEFIT
(unaudited)
(REE#EZ)

5,286

7,252
6,498

13,750
8,790

27,826

% 5 BT 78 B A AN SR B4 A A BUR BRI YR Y
BIGHBURHR  EER/AREMEERHE

R BB 8 o

i
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS IRk M

For the six months ended 30 June 2018
HZE2018F6 A30H 1L/~ @A

6. PROFIT (LOSS) BEFORE FINANCE COSTS AND 6. BREtE R AR BIIEA SR (B518)

TAX
Profit (loss) before finance costs and tax is arrived at after charging BB A R IER A (EE) Bk GEA) T
(crediting): IERIEBFESD ¢
Six months ended 30 June
EZ6H30HLLEAEA
2018 2017
20185 20174
RMB’000 RMB'000
AR¥T T AREETTT
(unaudited) (unaudited)
(REEX) (REEEZ)
Cost of sales before raw milk fair value RN A THERAR AT SR A
adjustments
Breeding costs to produce raw milk A B RN ERTAERK AR 1,565,928 1,413,920
Production costs for liquid milk products TR REYEE R R AR EE R AN 166,899 311,476
1,732,827 1,725,396
Raw milk fair value adjustments included in S ASHERARFER A FE
cost of sales Bk 629,418 501,413
2,362,245 2,226,809
Other gains and losses: HAbYras K E518 ¢
Impairment loss on property, plant and W - BE M REREEE

equipment 16,876 =
Loss from settlement of Modified Considerations  45& (&3] (R ERIES 1B - 15,361
Net foreign exchange loss SNEEIBFEE 50,474 4,546
Loss on disposal of property, plant and HEWE - BERERHER

equipment, net FEE 3,225 1,681
Gains arising on disposal of subsidiaries T B A m Ay Hes (B EE24)

(note 24) (18,193) =
Impairment loss on trade receivables U E FERFCREE R = 156,400
Net loss on foreign currency forward HNER AR 18 88 2,152 1,949
Others Hip (226) 3,280

54,308 183,217

N
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS S B SRR M=t

For the six months ended 30 June 2018
B ZE2018F6 A30H LL/~EA

6. PROFIT (LOSS) BEFORE FINANCE COSTS AND 6. BEEmRARBIIEA S (B5E) @)

TAX (continued)
Six months ended 30 June
HZ6H30H LA
2018 2017
20185 20174
RMB’000 RMB’000
AR¥T T AREETTT
(unaudited) (unaudited)
(REBEX) (RieEZ)
Depreciation of property, plant and equipment  ¥1% - 5B RREITE 274,389 292,517
Less: capitalised in biological assets and W EMEEREEMNERE
agricultural produce ©F (114,321) (126,262)
Depreciation charged to profit or loss BESIRITE 160,068 166,255
Equity-settled share option expense VAR e 4 B ) B8 AR <2
(note 22(a)) (ftzE22(a)) - 92,623
Share award expense (note 22(c)) B 52N 5 2 (i 5E22(0)) 2,795 4,535
Other employee benefits costs HibfE BRFIFXZ 212,370 250,017
Less: capitalised in biological assets B EMEEENME R (57,554) (60,607)
Employee benefits charged to profit or loss BiEmNkRAESEF 157,611 286,568
Release of land use rights + b PR AR 2,031 2,016

i
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS IRk M

For the six months ended 30 June 2018
HZE2018F6 A30H 1L/~ @A

7. FINANCE COSTS 7. BERE
Six months ended 30 June
HZ6A30H LA A
2018 2017
201845 20174
RMB’000 RMB’000
AR%ETR ARBTFT
(unaudited) (unaudited)
(REEEZR) (REeEZ)
Interest expenses on: FERAE
Bank borrowings HRITE 90,146 85,472
Short-term debenture EEES = 24,401
Medium-term notes hERE R 27,960 45,340
Other borrowings Hh B 24,406 6,771
Corporate bonds NAMESH 29,132 18,493
Total borrowing cost RPN 171,644 180,477
Less: amounts capitalised for construction of B BEERYE  BEKX
property, plant and equipment FENEMMEBE - (412)
Cost of discount of bills receivable R R IR A AN - 2,965
Gain on an interest swap (note 15) F =45 B ES (9 3E15) (23,419) (49)
148,225 182,981
For the six months ended 30 June 2017, the borrowing cost was HZE2017F6 308 L5188 - (EFRKAE I
capitalised based on the terms of the general bank borrowings BITRRE—MBITEROERRE R - BE2017
in respect of construction in progress. The weighted average F6A30BIEARER - —RIEFAINETFIIER
capitalisation rate on general borrowings is 5.11% per annum for b= RBF5.11% °

the six months ended 30 June 2017.

N
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

INCOME TAX EXPENSE

The charge comprises: FX B4E -
Current tax: BNEATIIE
PRC enterprise income tax Bl SEFRISHL

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.

PRC subsidiaries are subject to PRC Enterprise Income Tax at 25%
for both periods. Taxation arising in other jurisdictions is calculated
at the rates prevailing in the relevant jurisdictions.

Dividend income of Aquitair Holdings Limited from Modern Farming
(Group) Co., Ltd (“Modern Farming”) is subject to Irish Income Tax
at 25%. As at 30 June 2018, the aggregate amount of temporary
differences associated with undistributed earnings of Modern
Farming was approximately RMB1,669,257,000 (31 December 2017:
RMB1,961,503,000). No liability has been recognised in respect of
these differences because the Group is in a position to control the
timing of the reversal of the temporary differences and it is probable
that such differences will not be reversed in the foreseeable future.

According to the prevailing tax rules and regulation of the PRC, the
Group is exempted from enterprise income tax for taxable profit
from the operation of agricultural business in the PRC.

SRR b s e e

For the six months ended 30 June 2018
B ZE2018F6 A30H LL/~EA

8. P8R

Six months ended 30 June

B Z6A30HL<EA
2018 2017
201845 20174
RMB’'000 RMB’000
AR¥T T AREETTT
(unaudited) (unaudited)
(RBEX) (REeEZ)
137

798 18 ) S 18 S 7E P B AR SZ B T B 2 B A FEER A IR
AZBRITHEA B R BT EH -

o B xR R I A Pl 2R 42 25 % KO B R i
B EMREH o Bl BDEERE £ HIA TR
FARLAERAIRITHRAE -

RERRHEER)BRAGT([RRBE(E
) |)#JAquitair Holdings Limited#IA% 8.U¢ A ZB 1%
25%MIT RGN E BB FTSH - M20186F6 730
H - BEAARHEER) RS RBFNERESE
wazEs) A AN RE1,669,257,0007T (2017412 A31
B AK¥1,961,503,0007C) ° BERZEE=HE
BRAEMEE  RERASE A 26 SR EE
BEOIERE - MZEEEHNA RARRATEI S
@ °

RIBHBIRITHERANIIER - AEERHEL

8%t -

i
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS IRk M

For the six months ended 30 June 2018
HZE2018F6 A30H 1L/~ @A

10.

DIVIDENDS

No interim dividends (six months ended 30 June 2017: nil) were
paid, declared or proposed for current period.

LOSS PER SHARE

The calculation of the basic and diluted loss per share attributable to
owners of the Company is based on the following data:

10.

8=\

AERI R A~ IR SKBUR TR RS (HE
201756 B308 IE/5EA : &) -

BRER

AR ARSI EAR RS TR IS
TR ¢

Six months ended 30 June

BZ6A30HLEAMEA
2018 2017
20184 20174
RMB’'000 RMB'000
AR¥T T ARETFT
(unaudited) (unaudited)
(REBEX) (RigEZ)
Loss BER
Loss for the purposes of basic and AR EGRER RS EEN
diluted loss per share 518 140,250 666,255
Six months ended 30 June
BZ6H30BLAEA
2018 2017
2018% 20174
RMB’000 RMB’000
AR®T T ARBT T
(unaudited) (unaudited)
(REER) (RggER)
Number of shares R BE
Weighted average number of ordinary shares AR ESRERREEEEN

for the purpose of basic and diluted loss per share AR NAE T H &k

The number of shares adopted in the calculation of the basic loss per
share has been arrived at after eliminating the unvested shares of
the Company held under the Company’s share award scheme. The
calculation of diluted loss per share for the period ended 30 June
2018 and 2017 has not taken into account the effect of the share
options and share awards of the Company, as appropriate, since the
assumed exercise and vesting would result in decrease in loss per
share.

N
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

SRR b s e e

For the six months ended 30 June 2018
B ZE2018F6 A30H LL/~EA

BREE(HE)BRAF([H]))
(Fzh4)

In March 2018, Modern Farming sold 50% equity interest of Feidong
and Bengbu to Inner Mongolia Mengniu Dairy (Group) Company
Limited (“Inner Mongolia Mengniu”). However, under the articles
of association. Inner Mongolia Mengniu has 51% of voting power
at shareholder meetings and three out of a total of five directors of
Feidong and Bengbu respectively, and thus has control over Feidong
and Bengbu. The Group lost control of Feidong and Bengbu but has
significant influence over Feidong and Bengbu, therefore classified
them as associates of the Group. More details of the transaction are
set out in note 24.

11. INTEREST IN ASSOCIATES 1. REE QR R
30 June 31 December
2018 2017
20185 20174
6H30H 12A31H
RMB’000 RMB’000
ARETT ARETFT
(unaudited) (audited)
(RBER) (&%)
Cost on initial recognition T HER B 56,040 -
Share of post-acquisition profits and other DG W1 N N B At
Comprehensive income Z2ERA 6,335 -
62,375 -
Details of the Group's interest in associates are as follows: REENEEL DN TIRESESINT ¢
Proportion of
ownership interest Voting rights
EREEEN LA L
Place of Registered and 30June 31December  30June 31December
Name of company establishment paid-up capital 2018 2017 2018 2017 Principal activities
018F  017F  2018F  2017%F
NAER R 8 ERRARRE 68308 128318 6A308 12831 FEEK
As at As at % % % %
30June2018 31 December 2017
R2018% R2017%
64308 128318
Moder Farming (Feidong) Co., Ltd. ~ PRC RMB50,000,000 RMB50,000,000 50 100 49 100 Liquid milk producing
(Feidong”) (note 24) B ARMH50,000000T  AK50,000,0007T EERED
RRUE(ER)BRAA(ER))
(fi3324)
Modern Farming (Bengbu) Co., Ltd. ~ PRC RMB370,000,000 RMB370,000,000 50 100 49 100 Liquid milk producing
("Bengbu”) (note 24) T ARH#370,000,000T  AKH370,000,0007T EERED

M2018F3 7 F MAKME(EE)WAEHEF I
X (E&EE)RMDERAA(TATHEF D HERER
MR H50% & - Af - REBEQAFRER - AK
BEFAFIERREMEENEESRTAZEEN
=% MOBERERFMEBENRERE FE51%
HOIEZ2RE - AT S T B AR o AREE KL
HERREFRAEGE  BEHERREIRAEES
YE ABESEAAEENBE AR
BEZXSNE L FBHNWE24

i
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

RS IRk M

For the six months ended 30 June 2018
HZE2018F6 A30H 1L/~ @A

12. BIOLOGICAL ASSETS

The fair value less costs to sell of dairy cows at end of the reporting
period is set out below:

Milkable cows LIRS
Heifers and calves INFAE R N
Total dairy cows I 4F4axt

The Group's dairy cows were fair valued by the Directors at 30 June
2018 while the fair value of the Group’s dairy cows at 31 December
2017 has been arrived at on the basis of a valuation carried out by
Jones Lang LaSalle Corporate Appraisal and Advisory Limited. 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
28.

N

CHINA MODERN DAIRY HOLDINGS LTD. INTERIM REPORT 2018

12. £YEE

RS AROIL D FEBHERASTIAT

30 June 31 December
2018 2017
20184 20174
6H30H 12A31H
RMB’000 RMB’000
AR¥T T AREETTT
(unaudited) (audited)
(REEFZ) (F&E%)

5,315,359 5,336,570
2,365,900 2,414,500

7,681,259 7,751,070

ANEBMIAFTIREEZRN2018F6 A30HEHAF
HE - MAEBIFR2017F12A31BHHE
AP 2R T TG RFAABR A RETEE
MEN - BT AFEMBGHERN R EEERFT
FBEZi ABEH BRI FE28 ©



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

13. TRADE AND OTHER RECEIVABLES

Trade receivables FEIE SRR
Bills receivable U IR

Less: allowance for doubtful debts (note)

Advanced payments for feeds and materials

Input value added tax recoverable AT B TR IR (B A
Interest receivables FEULH 2
Others EHth

o RERE B (R

FREREE R AR RO 2R

Note: In June 2017, the Group entered into a framework supply and

processing agreement with Mengniu and its subsidiaries (“Mengniu
Group”), pursuant to which the Group agreed to sell its liquid milk
products to Mengniu Group to enlarge its market share by leveraging
the established distribution channel of Mengniu Group. In the
meantime, the Group discontinued its direct cooperation with other
major distributors (the “Distributors”). Following the above change
in distribution channel, these Distributors have been engaged by
Mengniu Group as the secondary distributors of Mengniu Group
for distribution of liquid milk products of the Group. In view of the
termination of the direct distributorship with these Distributors and
the delay of repayments, the Group anticipated the trade receivable
of RMB1,069,543,000 as at 31 December 2017 due from these
Distributors may not be fully recovered. After taking into account the
present value of future collection and the security of 318,697,354
ordinary shares of the Company provided by certain individuals who
used to be the non-controlling equity holders of Modern Farming
(Anhui) Dairy Product Sales Co., Ltd. (“Modern Farming Anhui”)
and were responsible for selecting distributors, an impairment loss
of RMB488,489,000 was recognised in respect of the Group’s trade
receivables due from these Distributors for the year ended 31 December
2017. During the current period, the Group performed the impairment
test under the ECL model and an impairment loss of RMB69,991,000
was recognised after considering the discounted cash flows that the
Group expects to receive. As at 30 June 2018, the carrying amount
of trade receivables of the Distributors were RMB510,260,000 (31
December 2017: RMB581,054,000), net of accumulated impairment
loss of RMB558,480,000 (31 December 2017: RMB488,489,000).
The Group will closely monitor and reinforce collection to the extent
possible.

RS S B SRR M=t

For the six months ended 30 June 2018
B ZE2018F6 A30H LL/~EA

13. B E 5Z iR R H A B WRIR

30 June 31 December
2018 2017
20184 20174
6H30H 12HA31H
RMB’000 RMB’000
ARET T ARBFT
(unaudited) (audited)
(REFZ) (FEEZ)
1,449,052 1,392,548
5,000 500
(565,695) (495,168)
888,357 897,880
90,991 97,178
2,551 21,457
173 144
5,746 5,410
987,818 1,022,069

MizE: R2017668  AEEHRRFREME AR
TR4+EBEDITVERFEERNIHBE - &
It AEBREASRFSEHEREDER -
FREDSFEBEAANDEERE - EATS
BB - BN AEBKEREMEESHEE
([ZEDHEmNEERAE - ROERELR
L BE  ZESHPMECARFERTEE
AEFEENIESHEE U EAEENK
BERM - EREZESHBNERLHEED
RIEREEER - AEBTEH - R2017F12
A3BZENHEERNERESIERAR
#1,069,543,000 7T 8k T E 2 Sl B o 4LET R
RERWEFENRERE TEARAME(R
BISBEBRAB([RABMELZR]) A
TREXFBEALEBETR S HPIOMEBA
T #75318,697,354 % AN A E B A KR -
HZE2017F 12 A3 LFEERZSHHER
BERAEEMOERE ZEFERREEBEAR
#:488,489,0007C - AANHAM @ REEAEH
TBHRBROMRESRE%  AEERKERE
HE B BB E 1T RE R & I SRR B &S
B AR®69,991,0007T » 201846 5301 -
ZESHEENREKESEINEREAAR
#510,260,0007C (2017412 A31H : AR
581,054,0007T) & H E Ik 2EHREREEA
R#558,480,0007T (20174128318 « AR
488,489,0007T ) ° ANE B 1% 7% 1) B 52 K AN o8 UL

TN
FKIEM ©

i
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS IRk M

For the six months ended 30 June 2018
HZE2018F6 A30H 1L/~ @A

13. TRADE AND OTHER RECEIVABLES (continued) 13. BWE SRR K At BWRIE %)
The Group normally allows credit periods of 30 to 120 days to its AEBEBELRTERF30E120KMEEHR -
customers.
The following is an aging analysis of trade receivables net of RS EIRIZ S B (BRR 45 HR A B SR
allowance for doubtful debts presented based on the invoice date at HERE) 25 M BN E 5 8RR (R REERE)
the end of the reporting period, which approximated the respective BREE AT :

revenue recognition dates at the end of the reporting period:

30 June 31 December
2018 2017
20185 20174
6H30H 12H31H
RMB’000 RMB’000
AR¥T T ARETFTT
(unaudited) (audited)
(REBEZR) (f&E=%)
Trade receivables JEUNE SRR
— within 120 days — 120 KA 398,670 314,426
- beyond 120 days but within 360 days —120RA_E1B360KAA 2,208 77,583
— beyond 360 days —360ALA = 482,479 505,371
Bills receivable R
— within 120 days — 120K 5,000 500

888,357 897,880

N
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

14. IMPAIRMENT ASSESSMENT ON FINANCIAL

ASSETS

The ECL for debtors with significant balances are assessed
individually such as the Distributors and Mengniu Group, and others
are assessed collectively based on provision matrix.

Provision matrix — debtors’ aging

As part of the Group’s credit risk management, the Group uses
debtors’ aging to assess the impairment for its customers in
relation to its liquid milk products segment operation because
these customers consisted of a large number of small customers
with common risk characteristics that are representative of the
customers’ abilities to pay all amounts due in accordance with
the contractual terms. Based on the past average loss rate which
provides information about the exposure to credit risk and ECL for
trade receivables which are assessed collectively based on provision
matrix as at 30 June 2018, the Group recognised impairment loss
allowance of RMB9,448,000 at 30 June 2018.

SRR b s e e

For the six months ended 30 June 2018
B ZE2018F6 A30H LL/~EA

14. SREEREE

ZEDWRERRT EBEREERGEHRNEBA
MFEMEEBERSETERFE - EmARER
RAEEETTREE -

BiprEE - EHEANKER

EAREBEEERBREEN—I5 - NEBEFHB
BEEARNIRR B ERRENERD SBEER BN
BEETRENE REAZERFIBEAEH
BHRARBFG(RBEERES OGRS
BERIBEREN)MNER - BEBEBAETHEE
BRI A RN 201846 730 A RIR B B
EHERIENEERRKO REKRE S ERTE
HEEBEENER - AEEMR20185F6 A30H i#
RBEETE B A R 19,448,0007T °

™
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AR A B R R M =t

For the six months ended 30 June 2018
HZE2018F6 A30H 1L/~ @A

15. OTHER FINANCIAL ASSETS AND FINANCIAL 15, Hit e mMEERIZAFEH AEHE

ASSET AT FAIR VALUE THROUGH PROFIT OR ENERMEE
LOSS
Other financial assets HibEmEE

30 June 31 December
2018 2017
20184 20174
6H30H 12A31H
RMB’'000 RMB’'000
AR®T AREEFTT
(unaudited) (audited)
(REEFZ) (FEFEZ)

The Swap (note) = B (Bf=E) = 31,704

Financial asset at fair value through profit or loss BRAFEFABRTENSREE

30 June 31 December
2018 2017
20185 20174
6H30H 12H31H
RMB’000 RMB’000
AR¥T T ARBFT
(unaudited) (audited)
(REER) (f&&E)

The Swap (note) 12 BR (B &E) 55,123 =
Foreign currency forward ANE 3= A 791 -

55,914 -

N
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

15. OTHER FINANCIAL ASSETS AND FINANCIAL
ASSET AT FAIR VALUE THROUGH PROFIT OR
LOSS (continued)

Financial asset at fair value through profit or loss
(continued)

Note: In September 2017, the Company entered into a bank loan
arrangement with several banks, and under such arrangement
the Group was allowed to borrow United States Dollars (“US$")
300,000,000 loan from the banks at floating interest rate determined as
“one-month US$ London Inter Bank Offered Rate (“LIBOR”) + 1.9%"
per annum up to 36 months. In order to manage the risk of interest
rate fluctuation, the Company entered into four interest rate swap
contracts (collectively referred to as the “Swap”), two with Rabobank
Hong Kong (the “Rabobank”) and the other two with Westpac
Banking Corporation (the “Westpac”). Pursuant to the contracts with
Rabobank entered into in August and September 2017, the Company
fixed one-month US$ LIBOR to 1.53% per annum on the notional
amount of US$100,000,000 and to 1.54% per annum on the notional
amount of US$50,000,000, which commenced in October 2017 and
February 2018, respectively and both will terminate on September
2020. Pursuant to the contracts with Westpac entered into in August
and September 2017, the Company fixed one-month US$ LIBOR to
1.53% per annum on the notional amount of US$50,000,000 and
to 1.54% per annum on the notional amount of US$100,000,000,
which commenced in September 2017 and January 2018, respectively
and both will terminate on September 2020. All of which shall be
settled monthly. The fair value changes of the Swap are gains of
RMB23,419,000 for the six months ended 30 June 2018 which are
recognised as a deduction of finance costs. The valuation techniques
used in determination of fair values of the Swap are disclosed in note
28.

SRR b s e e

For the six months ended 30 June 2018
B ZE2018F6 A30H LL/~EA

15. HiheMEER R AV EF ABEF
ENEMEE#)

®

m

A

FEFABSTENERERE2)

© 2017698 - ARRIEE FRITAIMLIRITE

REHE - RBEALH  AEEEEBRITE
AE 3300,000,000% 7T ([ET]) - EH&%36
@A —@AETHBERITRAERE ([HHR
TEZEFRE D+EF1.9% 0ZEFIRTE -
REBNERERAR - ANA BRI MG F K
HEN(FIBM=E]) - ERmHmEREAEER
TEAST([HEAERITEIY © SHIRH
EPRFFRIT([FEAFFD)ETS o RIRER
BAERITNR2017FE8ARIATINEL »
ANER—ERAETHBRITRAERSETA
&% 1.53% (1£ 4 % £ %8100,000,000% 70) &
BEF1.54% (¥& 4% % £ §850,000,000%7T) -
ZEAHDRIRR2017410 8 & 20184F2 A H
16 WP 202069 AR 1E - IRIFEF K F)F
M2017F8AKRIAEIMAEH + AR —1E
AETHRBETREREETAETF1.53%(F
%% ©%850,000,0005%70) &k B EFF1.54% (1%
£ % $%100,000,000%7T) * ZEAHHBIR
201749 A K20184F 1 ARLE - WK 20204
IR - ERIATRLEHE - BE2018%6A
308 1EXNEA - EHNAFEEHREARE
23,419,000 T JH R A —IBRVE AT © B
FER R E AN ERMTEERNE2S -

i
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

RS IRk M

For the six months ended 30 June 2018
HZE2018F6 A30H 1L/~ @A

16. TRADE AND OTHER PAYABLES

The following is an analysis of trade payables by age, presented
based on the invoice date and the analysis used by the Group'’s
management to monitor the Group’s financial position.

Trade payables
— within 60 days
— beyond 60 days but within 120 days
— beyond 120 days

Bills payable (note)

Payable for acquisition of property,
plant and equipment

Accrued staff costs

Accrued interest expenses

Advance payments from disposal of dairy cows
and others

Others

Note: Bills payable are bank accepted and mature within twelve months from

the respective issuance dates.

N

16. BN EZ R R E MR RIA

FETE ZER
—60K AR
—HBiB60AER 120K AR
—HBiE120K
FERT SRR (FI7E)

BEDE - BE LR ERNTR
fEFT B TARA

FEET R B

FhTE I R EAL RO TEUGRIR

HAft
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30 June
2018
20184
6H30H
RMB’'000
AR®T
(unaudited)
(REEFZ)

864,421
154,167
29,526
43,299

1,091,413

288,601
65,237
35,463

11,237
82,270

1,574,221

FfRE © B RIERRRITAMR
TZEAREIE -

AT RIZREREI DN ENESRANN - RER
RH2% - BT ASEEEERFEEEAR
SEEBFIR -

31 December
2017
20174
12A31H
RMB’'000
AREEFTT
(audited)
(FEFEZ)

926,757
296,373
55,442
61,458

1,340,030

393,745
84,548
113,890

17,791
69,462

2,019,466

K& B 31T BB



17.

18.

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

BANK BORROWINGS

During the current period, the Group obtained new bank borrowings
amounting to RMB1,940,627,000 (six months ended 30 June 2017
RMB1,114,507,000) and repaid RMB609,843,000 (six months ended
30 June 2017: RMB1,579,035,000).

The annual interest rate of the bank borrowings during the current
period ranged from 0.45% to 4.80% (six months ended 30 June
2017: 0.90% to 6.40%).

OTHER BORROWINGS

Principal payable: JENAREEE -
Within one year —&FR
— Collateralised borrowing (note) —HEMER (M)
— Borrowings from Mengniu Group —REEEER
(note 27 (d)) (KI3F27(d))

Note:

In June 2016, Bengbu, which was formerly a subsidairy of the Group and
became an associate since the end of March 2018, entered into a financing
arrangement with Far Eastern Leasing Co., Ltd., pursuant to which the
Group transferred the legal title of certain equipment of the Group to
Far Eastern Leasing Co., Ltd. at net consideration of RMB96,250,000 and
meanwhile leased back. Upon the maturity of the lease, Bengbu is entitled
to purchase back the equipment at cash consideration of RMB100. Despite
the arrangement involves a legal form of a lease, Bengbu accounted for the
arrangement as a collateralised borrowing at amortised cost using effective
interest method, in accordance with the substance of the arrangement.

RS S B SRR M=t

For the six months ended 30 June 2018
B ZE2018F6 A30H LL/~EA

17. SRITER

RAERE - AEBESHERITERARE
1,940,627,000 7T (& = 201746 A30H 1t 7~ &
A AR¥1,114,507,00070) * WEEBEARE
609,843,0007C (Bt 2017496 A308 IE/N AR :
AR#1,579,035,0007T) °

RAEE  RITEFROFEFNEN F045% F
4.80% (EHE2017F6 A30H IENEA : 0.90%FE
6.40%) °

18. HABfERK

30 June 31 December
2018 2017
20184 20174
6H30H 12H31H
RMB’000 RMB'000
AR®T AREETIT
(unaudited) (audited)
(REER) (&&= %)
38,399

1,000,000 1,065,400
1,000,000 1,103,799

GEE

M2016566 A - AEEATHE R RIHFE (I H
2018 3 A JE #B B /& Bt =& A 7] ) B Far Eastern
Leasing Co., Ltd. FIZREE L HE - #Rit - AREEIA
FREARMEE,250,000 T AIFar Eastern Leasing
Co., Ltd BEEAE B E T REAETE EREIL B R
THE - RIEETNEHR - HREEUREREAR
100 BB RE - BB LHY R ENART
I EHERBRLENEE AR ERERSE
REHN AR AR ABEIRER -

i
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

RS IRk M

For the six months ended 30 June 2018
HZE2018F6 A30H 1L/~ @A

19. MEDIUM-TERM NOTES

Within one year
Within a period of more than one year
but not more than two years

Less: Amount due for settlement within
12 months (shown under
current liabilities)

Amount due for settlement after 12 months

Notes:

19. FHIZEE

—FR
BB — FE BB HRE

B 1218 A AR B E FOR
GIRRBEAEERT)

30 June 31 December
2018 2017
20184 20174
6H30H 12H31H
RMB’000 RMB'000
AR®T AREEFIT
(unaudited) (audited)
(REER) (&&= %)
599,545 1,198,922

- 599,458

599,545 1,798,380
599,545 1,198,922
599,458

1218 A& BIBEEF0E =

On 23 March 2016, Modern Farming issued medium-term notes with
an aggregate principal amount of RMB1,000,000,000 which will
mature in two years. The medium-term notes bear a fixed interest
rate of 4.60% per annum. Related transaction costs amounted to
RMB3,000,000. The effective interest rate is 4.91% per annum.

On 23 March 2016, Modern Farming issued medium-term notes
with an aggregate principal amount of RMB600,000,000 which will
mature in three years. The medium-term notes bear a fixed interest
rate of 4.75% per annum. Related transaction costs amounted to
RMB1,800,000. The effective interest rate is 4.86% per annum.

On 11 February 2015, Modern farming issued medium-term notes with
an aggregate principal amount of RMB200,000,000 which will mature
in three years. The medium-term notes bear a fixed interest rate of
6.00% per annum.

N
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7K2016F3A238 - BRMEZRITHHEE - K
S 4% A AR 1,000,000,0007T © EHAMERZE]
B o FEIREBMETEHEABETFL.60% ° AR
S A B AR H3,000,0007C - BERFRETF
4.91% °

7K2016F3A230 - BRBMEZRITHHEE - K
& #5E A AR %600,000,0007T @ R =ZF%E
B o FEIREBMETHE AT FL75% © AR
S A B AREE1,800,0007C - ERFREFF
4.86% °

R2015F2A118  BRBEZITHHEE - K
& 4% 5 AR #200,000,0007 © R =F%F
B o REAIRBME T FE AT F6.00% ©



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

20. CORPORATE BONDS

Corporate bonds NAIESH

In June 2016, the Group obtained approval from China Securities
Regulatory Commission to issue corporate bond in the PRC of an
aggregate principal amount up to RMB2,000,000,000 within 24
months from the approval. On 12 August 2016, the Group issued
the first tranche of the corporate bond of an aggregate principal
amount of RMB250,000,000 which will mature in three years. The
corporate bond bear a fixed interest rate of 5.30% per annum.
Related transaction costs amounted to RMB1,125,000.The effective
interest rate is 5.47% per annum.

On 28 March 2017, the Group issued the second tranche
of corporate bond of an aggregate principal amount of
RMB800,000,000 which will mature in three years. The corporate
bond bear a fixed interest rate of 5.49% per annum. Related
transaction costs amounted to RMB3,600,000. The effective interest
rate is 5.66% per annum.

SRR b s e e

For the six months ended 30 June 2018
B ZE2018F6 A30H LL/~EA

20. ARIESF

30 June 31 December
2018 2017
20185 20174
6H30H 12HA31H
RMB’000 RMB’000
AR¥T T ARBFT
(unaudited) (audited)
(REEEFZ) (F&E2)
1,046,309 1,045,761

M2016F6 8 @ AEBEFRABTAEEERES
SHUERIEZ BE24E B REFBEEITAE R
2B % AR#2,000,000,000tHAFIES - R
201658 A12H - AKEBITEMRAAES - &
S 4% A AR #250,000,0007T ¢ R =FEF
H o REMESFMEEFEATF530% ° HEIR
SR B ANRE1,1250007T - BERFIR AFEF
5.47% ©

M20176F3A28R  AEBEBHTE_MHAGE
% A& 4% 5 AR-800,000,0007T ¢ R =
FREE - REIESFMETERNEATF549% ©
RS A A ARE3,600,0005T « BEEFIE
BEE566% °

i
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

RS IRk M

For the six months ended 30 June 2018
HZE2018F6 A30H 1L/~ @A

21. SHARE CAPITAL 21. {4
Number Share
of shares capital
RGEER &S
‘000 HK’000
FH& FET
Authorised EE
At 1 January 2018 and 30 June 2018 M2018F1 A1H R
201856 H30H 10,000,000 1,000,000
Issued and fully paid ERTRHEE
At 1 January 2018 and 30 June 2018 M2018F1 A1H R
201846 H30H 6,131,407 613,141
30/6/2018 31/12/2017
2018% 20174
6H30H 12A31H
RMB’000 RMB’000
ARBTT ARETFT
Presented as 255 526,058 526,058

22. SHARE-BASED PAYMENT TRANSACTIONS
(@) Share Option Schemes

As at 1 January 2017, the Company had outstanding share
options granted under several share option schemes, namely
Share Option Scheme I, Share Option Scheme I, Share Option
Scheme Il and Modern Farming Option Scheme. The definition
and details of these share option schemes are set out in note
33 to the Company’s consolidated financial statements for the
year ended 31 December 2017.

N
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22. ARG AHNRRS

BRESE

R2017F1A18 - ARaERESE TER
R B (B RERRMERT 811 - FERRAERT R - B
BERE T BN R IR R AR E R T B R B
RITEREBARIE - ZEBRETEINTERER
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

22. SHARE-BASED PAYMENT TRANSACTIONS

(continued)

(@

Share Option Schemes (continued)

In February 2017, Mengniu made a mandatory cash offer
to acquire and cancel all of the outstanding share options
issued by the Company. In March 2017, all of the grantees
of Share Option Scheme |, Share Option Scheme Il, Share
Option Scheme Ill and one grantee of Modern Farming Option
Scheme accepted the offer and therefore all of the outstanding
options issued under Share Option Scheme |, Share Option
Scheme I, Share Option Scheme Il and 9,142,924 share
options of Modern Farming Option Scheme were acquired
and cancelled by Mengniu. The cancellation of share options
that have not been vested is accounted for as acceleration
of vesting, resulting in an one-off share option expense of
RMB92,623,000 recognised upon the cancellation and the
amount of RMB204,543,000 previously recognised in share
option reserve in respect of these cancelled share option
schemes was transferred to retained earnings.

Modern Farming Option Scheme

The Modern Farming Option Scheme was adopted pursuant
to agreement dated 9 June 2009 for the primary purpose
of providing incentives to directors and eligible employees
of Modern Farming and its subsidiaries, and will expire on
8 June 2019. Under the Modern Farming Option Scheme,
Modern Farming granted options to two directors and one
top management of Modern Farming (the “MF Grantees”) to
subscribe for a total of RMB10,821,069 paid-in capital (the
“MF Options”) and each MF option has an exercise price of
RMB5.9883 per RMB1 paid-in capital on 17 June 2009, which
were vested immediately.

At 30 June 2010, the amount of paid-in capital in respect
of which MF Grantees can subscribe for and remained
outstanding under the Modern Farming Scheme was
RMB10,821,069, representing 2.09% of the paid-in capital of
Modern Farming at that date.

22. IR AHNRRS

(@)

SRR b s e e

For the six months ended 30 June 2018
B ZE2018F6 A30H LL/~EA

5 #)

W A8 )

R2017F2 8 » SHEARETRFIMIREE
HI LA BE P T S FT A A AR A Rl B TR R AT
{ERERGHE - R20174E3 73 P B2
|~ EERRAERT S - BT SINA A A K
—RRARBERBRESBNAEAENZE
4 Bt RIREAERTEN - AT A
KRR A RT BN BT BY P 18 AR 1T {65 P AR A
NIR AR ZE B AR RT E1/99,142,92417 BE AR
EERRFAREELEN - dEEHREE
RRBAREDBR BINIRER S - EEM— RIS
AEHE A Sz A R #92,623,000 7T 1 = 84 18 1
R MRS AT 21 ST AT R AR
REFEERN SR ARKE204,543,000LE
R REBEAF

BRSBTS

R ERE RS 8RR A H1/52009%F6
HOBRT M RA  T2EAE/RAK
ENEMBRARNEERAERESREMSE

B WiHER2019F6 88HfEM ° BIEIRA

PR 8] AR ERARARER S
B ARaBEEAR([RAKRERE

ADNBELARESXARK10,821 06975
EHEANBRE(RARRERERED
BHREAMERRENR2009F6A17H E’]ﬂ
FEASARBITEHEAARYS9883
JT * EEUE?J:%% °

720106 A308 + MAFEFAR ARIKE
REEFEIN ARE RS R RENEHER
HEAARE10,821,0697 © (HIRAIRERZ
AEEHERA2.09% ©
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

AR A B R R M =t

For the six months ended 30 June 2018
HZE2018F6 A30H 1L/~ @A

22. SHARE-BASED PAYMENT TRANSACTIONS

(continued)
(b) Modern Farming Option Scheme (continued)

On 31 October 2010, the Company granted to the MF
Grantees a total of 87,412,507 share options of the Company
for nil consideration and each with an exercise price of
HK$0.86 (RMBO0.74) per share (the “Management Options”) to
replace the MF Options which lapsed and ceased to have effect
at the same time. The Company’s management considers that
the Management Options granted is a replacement of the MF
Options granted and the incremental fair value caused by the
replacement of the MF Options with the Management Options
is insignificant. The following table discloses movements of the
Management Options during the current period:

Outstanding
as at
Category 1 January 2018

120185

1818

E5l MR
Management Options ERERERE 50,930,832

QOutstanding
asat
Category 1 January 2017

0175
1A18
Ll HAR{TE

22. ARG XABNRRS (#)

(b)

Granted
during
the period

Granted
during
the period

BABCRBRERE (2)

2010108318 » KARIUZERERR
REERFT AR LA $£87,412,507( KR
AEERE - BHERETHEERERR0.86E

TT(ARK0.747m) ([EREBAAE]) - B
RFIEF B AL R N A S IR R AR S BB AR
o ANREEERS  RENEEERR
EEDEREE DR RBEERE  MAE
BB ES R IR BB S| Bir) 155
NEEWTEKN - TEREBRSEEBRER
ANEAREHEE)

Outstanding

Exercised Accepted the  and exercisable
during offer during as at
the period the period 30 June 2018
20185

6A30A

e R AT

HAEIER kAR

- 50,930,832

QOutstanding

Exercised Acceptedthe  and exercisable
during offer during as at
the period the period 30 June 2017
20175

6H308

HARTTR

BAR  HAERED RAlfE

Management Options EEERRE 60,073,756

- (9,142,924) 50,930,832

N
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

22. SHARE-BASED PAYMENT TRANSACTIONS

(continued)

(c) Share Award Scheme

Share Award Scheme |

On 9 September 2016 (the “Adoption Date 1),
the Company adopted a share award scheme (the
“Share Award Scheme |”) to motivate and award the
contribution of certain members of management and
eligible employees of the Group. Subject to any early
termination as may be determined by the Board, the
Share Award Scheme | is valid and effective for a period
of 5 years commencing on the Adoption Date I|. The
shares to be awarded under the Share Award Scheme |
will be acquired by the Company through Dairy Fortune
Limited (“Dairy Fortune”) which is 100% owned by
Dairy Fortune (PTC) Limited (the “Trustee”) from the
open market by cash contributed by the Group under
the directions of the Company and will be held in trust
for the relevant selected participants until such shares
are vested. The maximum number of Shares which
may be purchased by the Dairy Fortune is 55,000,000
Shares. The total contributed amount shall be not
more than HK$70,000,000. During the year ended 31
December 2016, based on the Company’s instructions,
the Dairy Fortune purchased a total of 35,519,000
ordinary shares of the Company on open market at a
total consideration of approximately HK$68,966,000
(equivalent to RMB61,424,000). During the year ended
31 December 2017, the Dairy Fortune purchased another
450,000 ordinary shares from the open market at a total
consideration of approximately HK$803,000 (equivalent
to RMB713,000) and the number of ordinary shares
purchased by Dairy Fortune increased to 35,969,000
shares (the “Award Shares”).

SRR b s e e

For the six months ended 30 June 2018
B ZE2018F6 A30H LL/~EA

22. ARG XABNRRZ (#)

I 17 22 b =t &1

IR 43 &R Bt &

M20165F9 A9R ([HMBHAL) - AR
AIER AN — TE AR 1 2R =+ 2 (T AR 1) 228
&N D CAUSE R R AL E S T B
BREREEREENER - RES
2] ELEE M EMIRELIEIN - R
RETEIAMARSF - BFRMA IR
R o IRIRAR 1 SR EDET 215 52 Eh /O AR
3 B X A 7] %5 i Dairy Fortune (PTC)
Limited ([ 2 FE A 1) 2 & ¥ A & Dairy
Fortune Limited([ Dairy Fortune])#Zf&
RATHETUAAERFENRESER
FAmH LUEE - WA EE AN AE
HETLHEERE  EERBERNG
$%J8 ° Dairy FortuneA] B AR 1D EX B
PR A55,000,0000% %17 - 4T &S
%51 i83570,000,00058 7T © H E2016
F1N2ANBLEFE  RBEAQAIE
7~ » Dairy Fortune B ¢ AR5 EUU#E
A 535,519,000 AR B E @A - 48
RAEX) £68,966,0008 L (FHERAR
#61,424,0007T) ° REE2017F12
A318 LFE * Dairy Fortuneft A
5 U B M50,0000% EiEBAL - 42
RBHA803,000/8 T (HHE K AR
713,0007% ) * i Dairy Fortune i & /9
AR SR B 12 HNZ=35,969,000/% ([ 42
B, 1) ©

™
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS IRk M

For the six months ended 30 June 2018
HZE2018F6 A30H 1L/~ @A

22. SHARE-BASED PAYMENT TRANSACTIONS

(continued)

(c) Share Award Scheme (continued)

Share Award Scheme | (continued)

Based on the trust arrangements among the Company,
the sole shareholder of the Trustee and the Trustee, the
Company is able to control the Trustee and its subsidiary,
Dairy Fortune, pursuant to IFRS 10 Consolidated Financial
Statements. Therefore, the Group accounts for the
Trustee and Dairy Fortune as consolidated structured
entities. The ordinary shares of the Company held by
Dairy Fortune are accounted for as a debit to the Group's
reserve and are presented under the account of “Shares
held under the Share Award Schemes” in the condensed
consolidated financial statements.

On 21 April 2017 (the “Grant Date”), a total number of
35,969,000 Award Shares were granted to the selected
participants. Out of the total shares granted, 6,637,000
Award Shares were granted to certain members of
management (the “Award Shares A”), which would vest
in the third anniversary of the Grant Date provided that
certain performance and service conditions are met. The
remaining Award Shares of 29,332,000 were granted
to the certain members of management and the eligible
employees (the “Award Shares B"), which would vest in
the second anniversary of the Grant Date provided they
are still employed by the Group.

N

CHINA MODERN DAIRY HOLDINGS LTD. INTERIM REPORT 2018

22. IR ZANERR S (#)

(c)

I 1 S b=t &l (42)

R 63 22 By =t &1 (42

BEARAF - LTEANKE —RERSZ
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P BASEFEEERRT - WA RERA
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BHRMIET ©
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS S B SRR M=t

For the six months ended 30 June 2018
B ZE2018F6 A30H LL/~EA

22. SHARE-BASED PAYMENT TRANSACTIONS 22. UBR® W ERR S 2)

(continued)

(c) Share Award Scheme (continued)

Share Award Scheme | (continued)

The following table discloses movements of the Award
Shares during the reporting period:

Category

£5l
Award Shares A
Award Shares B

Category
LER]

Award Shares A
Award Shares B

RERHA
RER {8

BHRHA
2B {78

(c) MiniZEhst&(2)

f 40 52 By Et &I ()

TREERBRONREMENES

Forfeited due
Outstanding Granted Exercised to resignation Outstanding
as at during during during as at
1 January 2018 the period the period the period 30 June 2018
#2018% R2018%
1A1H 6A30A
HARTE B BAERERK WA
5,687,000 5,687,000
25,601,000 (1,770,000) 23,831,000
31,288,000 (1,770,000) 29,518,000
Forfeited due
QOutstanding Granted Exercised to resignation QOutstanding
asat during during during asat
1 January 2017 the period the period the period 30 June 2017
20175 120175
1A18 67308
WAR{TER BrRi Hhike  BAEBHERN MAITE
- 6,637,000 - - 6,637,000
- 29,332,000 - (457,000) 28,875,000
= 35,969,000 = (457,000) 35,512,000

MH’
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
Fﬁ Eﬂn‘/-ﬁ (=] /Zl-ﬁ%ﬁF&;—"%Bﬁ-;I

For the six months ended 30 June 2018
HZE2018F6 A30H 1L/~ @A

22. SHARE-BASED PAYMENT TRANSACTIONS

(continued)

(c) Share Award Scheme (continued)

Share Award Scheme | (continued)

The fair values of Award Shares A and Award Shares
B determined at the date of grant using Black-Scholes
Model were HK$7,731,000 (equivalent to RMB6,844,000)
and HK$36,265,000 (equivalent to RMB32,102,000)
respectively.

The following assumptions were used to calculate the fair
values of the Award Shares:

Grant date share price
Strike Price TEE

Risk-free interest rate R B FI =

Maturity years g[S
Expected volatility TEERR &
Dividend yield fi& B as
Option value BEREEE

Expected volatility was determined by using the historical
volatility of the Company’s share price.

The variables and assumptions used in computing the fair
value of the share options are based on the best estimate
of the Directors. Changes in variables and assumptions
may result in changes in the fair value of the Award
Shares.

The Group recognised a share award expense of
RMB2,795,000 accordingly during the current period (for
the six months ended 30 June 2017: RMB4,535,000).

N
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22. IR B AR

(c)

23 5 ()

I 1 S b=t &l (42)

IR SR Byt &I (4F)

RENIR DA R SREIAR (BRI I B ERfE
BAmER - SFRAEXEENAFE
AR A&7,731,000% 7T (FHER AR
6,844,0007T ) }36,265,00078 7T (0 E
R AR¥32,102,0007T) °

BRAA TR E SRR R FE

Award Shares A Award Shares B

BEEIRR DA BEEIAR (DB
HK$1.66 HK$1.66
1.66787T 1.66/87T
HK$1.66 HK$1.66
1.66/8 7T 1.66/87T

1.44% 1.30%

3 2
48.53% 49.05%
0.00% 0.00%
HK$0.50 HK$0.42
0.507 7T 0.4277T

& HAOR R T5 {5 A AN 1 B AR B B9 R 520K
IR

RRHEBREATENEERBR
RESENBIEETAEE - #ER
BRORIT i SRRDRHAT
iR

KA - AREE®RRG ZEH
ABARM2,7950007T (HZE20174%F6
A3081E/XEA : AR 4,535,000
JL) °



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

22. SHARE-BASED PAYMENT TRANSACTIONS

(continued)

(c) Share Award Scheme (continued)

Share Award Scheme Il

On 26 March 2018 (the “Adoption Date Il"), the
Company adopted a share award scheme (the
“Share Award Scheme II"”) to motivate and award the
contribution of certain members of management and
eligible employees of the Group. Subject to any early
termination as may be determined by the Board, the
Share Award Scheme Il is valid and effective for a period
of 10 years commencing on the Adoption Date Il. The
shares to be awarded under the Share Award Scheme II
will be acquired by the Company through Dairy Fortune
from the open market by cash contributed by the Group
under the directions of the Company and will be held
in trust for the relevant selected participants until such
shares are vested. The maximum number of shares
which may be purchased by the Trustee is set at no more
than 1% of the number of issued ordinary shares of
the Company at the preceding annual general meeting.
During the six months ended 30 June 2018, based on the
Company’s instructions, the Dairy Fortune purchased a
total of 20,000,000 ordinary shares of the Company on
open market at a total consideration of approximately
HK$28,835,000 (equivalent to RMB23,583,000).

22. IR ZANERRS

BE RN

SR e

For the six months ended 30 June 2018
B ZE2018F6 A30H LL/~EA

5 (4#%)

(c) BR#pPREEZ)

B4 Bt &N

RK2018F3 5268 ([FRMBEAIL) - &K
NEIERA— ARG REET B ([ AR5 52
BhatEl]) - SUSB RSB AR EE T
EEERNEREEREENTR - B
EEQARLETE N EAREL IS
R 2B T BN+ - BRMAE
IR AN - BB (0 22 R 21145 52
B AR (7 1 B AN A |3 i Dairy Fortune
RRADNRIERAREETENIR S
RAFEME EWEE - W ETEAR
ABRBET2EERE  BEEEEH
BDEE - XEATBANKRMDEER
FREBEERATFSHBBRATN E—E
BRERAFAS FEHTEBEBREE R
1% ° EZ2018F6 A30H LL/<EA -
% BB 7K X AJ#E 7R © Dairy Fortune B it
AFI™ % _EUHE S 520,000,000 A% 48
AEIEBR - BREHAE28,835,000
BT (HEERARKE23,583,0007T) °

MH‘

PEIERMEZERERA R 2018 FHIHRS
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

AR S SRR M &
For the six months ended 30 June 2018
HZE2018F6 A30H 1L/~ @A

22. SHARE-BASED PAYMENT TRANSACTIONS

(continued)
(c) Share Award Scheme (continued)
Il Share Award Scheme Il (continued)

As described above, the ordinary shares of the Company
held by Dairy Fortune are accounted for as a debit to the
Group's reserve and are presented under the account of
“Shares held under the Share Award Schemes” in the
condensed consolidated financial statements.

23. ACQUISITION OF NON-CONTROLLING
INTERESTS

On 25 January 2017, the Company issued 338,602,205 ordinary
shares of the Company to the holding companies owned by the non-
controlling equity holders of Modern Farming Anhui (a subsidiary of
the Group), which are non-related to the Group, in exchange for the
100% shareholding interest of Strong Alliance Investment Holdings
Company Limited which owned 45% interest of equity interest
in Modern Farming Anhui and bank balances of RMB1,800,000.
After the acquisition, Modern Farming Anhui is owned as to 45%
by the Company and as to 55% by Modern Farming. The excess
of RMB555,297,000 between the fair value of the consideration
transferred over the carrying amount of the non-controlling interests
and bank balances acquired is debited to the Group’s other reserve.

N
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22. IR ZANERR S (#)

(c) BpEERTEI(&)
I RGEBEENGE)

70 b XAt + Dairy Fortune AT 28 A
AIEBRAR AN EEFEERER -
WH) R BRAR & IS sRaR AR IRAR (D
REFTEIS ARG BT -

23. WiBEERER

7201741 A258 » AARAAREERE QAR
R (LR WIEERER T B ARBHZERA
A (R 7N 6 [ OF % [ 38 ) % 17338,602,205 A A%
NAEE@MAR - DA #Strong Alliance Investment
Holdings Company Limited ( £ # & I8 X 4k %
(ZH)A5% M) 2 F R RIRITERARE
1,800,0007T ° ZWIEEIEE - MAKE (LR
HARR A RIS RIFEF45% KR55% 5 °
EERNER AR DTS T R = R RTT
HEERBREE M AR 555,297,000 TR AN E @ E
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS S B SRR M=t

For the six months ended 30 June 2018

24. DISPOSAL OF SUBSIDIARIES

On 22 January 2018, Modern Farming and Inner Mongolia Mengniu
entered into two share transfer agreements, pursuant to which
Modern Farming agreed to sell, and Inner Mongolia Mengniu agreed
to acquire 50% equity interest of Feidong and Bengbu respectively FE
at an aggregate cash consideration of RMB56,040,000. The disposal
was completed on 29 March 2018 and 26 March 2018 respectively,

on which date the Group lost control of Feidong and Bengbu.

Consideration received:

Cash received

Analysis of assets and liabilities over which control was lost:

Property, plant and equipment
Land use rights

Inventories

Trade and other receivables
Cash and bank balances

Bank borrowings

Other borrowings

Trade and other payables
Deferred income

Net assets disposed of

Gain on disposal of subsidiaries:

Consideration received
Interest in associates
Net assets disposed of

Gain on disposal

Net cash outflow arising on disposal:

Cash consideration
Less: bank balances and cash disposed of

24. HEKHBAT

X o

SWRAE :
EWRE

RERGRNEEREBES T

M - BB KH&

T b e

ra:

FEUE 5 BR R I EL A FE UG IR
Re RIBITHER

RITIEK

EH A

FERTE 5 BRI EL A AT RUIE
EEWA

EHENEEFE
HEHE A B RS

BEHRE
NNk 5o
EHENEEFE
W

HESHEENRERHFHE

ReRE
B EHENRITESRLAS

R20184F1H22H
MR ERE G - Bt BRBERELER
NEERFREE DRI EER & HIE/50% /&
HEREAR LA ARYS6,040,0007T °
EEEH RIR2018F3 A298 201843 26 H
(RSB Z B HIR A H AR R R IR A bl ) 7T

#ZE2018F6 H30H LE/<ME A

C BRBREEARERFRIL

it

RMB'000

AEBTT
56,040

31 March 2018
20183 H31H
RMB’000
ARET T

439,882
4,674
17,915
137,341
147,600
(394,213)
(93,526)
(141,156)
(24,630)

CER:Y)

56,040
56,040
(CER:2:7))

18,193

56,040
(147,600)

(91,560)

MH‘
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AR A B R R M =t

For the six months ended 30 June 2018
HZE2018F6 A30H 1L/~ @A

25. OPERATING LEASE COMMITMENTS 25. REHERIE
The Group as lessee AEBE(EREHEAAN)
At the end of the reporting period, the Group has commitment to RIBEHR » AREB R AEARE T A B K&
make future minimum lease payments in respect of property, plant HEHEBHYE « BERREA N6 AES
and equipment and land use rights under non-cancellable operating MR R EERSZBBERDTAT

leases which fall due as follows:

30 June 31 December

2018 2017

20185 20174

6H30H 12A31H

RMB’000 RMB’000

AR¥ET T AREETTT

(unaudited) (audited)

(REER) (F&ER)

Within one year —F AR 7,001 9,485
In the second to fifth year inclusive FFEENF(BEEEME) 1,593 2,225

Over five years fhchak: 2,695 183
11,289 11,893

26. CAPITAL COMMITMENTS 26. EAERE

30 June 31 December
2018 2017
20185 20174
6H30H 12A31H
RMB’000 RMB’000
AR¥T T ARETTT
(unaudited) (audited)
(REER) (F&E%)

Capital expenditure contracted but not provided 2] 4B AREHEREES
for, in respect of acquisition of property, plant BARMAZ B E
and equipment = N 5%

41,857

N
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS S B SRR M=t

For the six months ended 30 June 2018
B ZE2018F6 A30H LL/~EA

27. RELATED PARTY TRANSACTIONS 27. BERRS
(@ Names and relationship with related parties are as (@ UATHBEFEBRERFES N
follows: % :
Mengniu A shareholder who directly and indirectly held 60.76% of the Company’s
issued share capital
=4 BEEREEFAERNATBEHTIRZ60.76 % AR R
(b) At the end of the reporting period, the Group had (b) RI|EHR  AEEHEEELSE 5
the following balances with related parties: 5
Amount due from FEWRBAE 5 FRIE
30 June 31 December
2018 2017
20185 20174
6H30H 12A31H
RMB’000 RMB’000
AR¥T T ARBFT
(unaudited) (audited)
(REEEZ) (F&ER)
Mengniu Group B4 5E
Trade receivable — raw milk FEUWE 5 8RR — R
Within 120 days based on invoice date BREZAFT120RARA 328,998 182,063
Trade receivable — liquid milk FEUE SRR — RAEH)
Within 120 days based on invoice date RBRERF120RMR 39,335
Feidong BER
Trade receivable — raw milk FEME 5 8RR — AL
Within 120 days based on invoice date RBRERE120KRMUR N/A
NiE A
Bengbu 23
Trade receivable — raw milk JEUE 5 BR R — R
Within 120 days based on invoice date REEZEHER120K AR N/A
i

i
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS IRk M

For the six months ended 30 June 2018
HZE2018F6 A30H 1L/~ @A

27. RELATED PARTY TRANSACTIONS (continued) 27. BEARZ#®)
(c) During the current period, the Group entered into (c) MAHIE » REMERBELRFIZUT
the following transactions with related parties: X5

Six months ended 30 June

HZ6H30H LA

2018 2017
2018% 20174
RMB’000 RMB’000
AR¥T T AREETTT
(unaudited) (unaudited)
(REER) (RieEZ)

Mengniu Group SH4£HE
Sales of raw milk HE RED 2,022,484 1,534,675
Sales of liquid milk SHERAELD 239,995 22,602
2,262,479 1,557,277

Mengniu Group S45E
Disposal of equity interests in subsidiaries & E A TlH RS N/A
with losing control (note 24) A R A5l e (P aE24) i

The sales prices were based on mutually agreed terms.

N

104 CHINA MODERN DAIRY HOLDINGS LTD. INTERIM REPORT 2018



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

27. RELATED PARTY TRANSACTIONS (continued)

(d) Other borrowings

(e)

During the current period, the Group entered into the
following transactions with related parties:

As at

Category 1 January 2018
R2018%

Ep] 1818

RMB'000
ARBTR

Other borrowings from  SAEEEMER

Mengniu Group 1,065,400

In May 2017, the Group entered into two entrusted loan
agreements with Mengniu Group and Agricultural Bank of
China (“ABC"), pursuant to which Mengniu Group agreed to
offer borrowing facilities of RMB1,500,000,000 to the Group
through ABC. The borrowing facilities will mature in May 2020
and bear interest at fixed rates determined with reference to
the benchmark interest rate of People’s Bank of China. During
the current period, the Group drew down borrowings of
RMB1,061,000,000 and repaid RMB1,061,000,000 under the
agreements. The outstanding borrowings at 30 June 2018 will
mature within one year and bear interest at fixed rate of 4.00%
per annum.

Compensation of key management personnel

The emoluments of key management during the reporting
period were as follows:

Salaries and other benefits Fre RHEMER
Recognition of equity-settled share option MERIR L E

and share award payments
Retirement benefits scheme contributions

RS S B SRR M=t

For the six months ended 30 June 2018
B ZE2018F6 A30H LL/~EA

27. BERR B (&)

(d)

Raised
during
the period

LiTat 23
RMB000
ARBTR

1,061,000

()

HRB R

Ko A7) B2 Rt &1 5%
RIRTENIETEIHER

(£
,H\ﬁﬂ B TA

RAHRE - NEBERBES VA TR S ¢

Disposal of
subsidiaries
during

the period
B e
WEAR
RMB'000
ARBTR

Payment
during
the period

As at

30 June 2018
R2018%5
6H30H
RMB'000
AR¥ETR

MR
RMB'000
ARBTR
(1,061,000)

(65,400) 1,000,000

R2017F58 AEEESKFEBRKPEH
BERIT(THRREEERTDIIMOHZE
REZME B SFEEEREEB
FREAXERTHASERHEERBEA
R #:1,500,000,000 7T > Z S EREE B
R2020F 5 AR - 2 EPBRARR
THEENEZETHEEFEFTE - B
AEE - AEEREBEZEHEDIRIE
AR #1,061,000,0007T R 1EEARK
1,061,000,0007T ° FA20184E6 A30 H i &
EEOETER —FAEIE » 11%4.00%H
FFIEFHE ©

FEEE A BN

NTREIZEBAERRESHOME :

Six months ended 30 June

EZ6H30H1EAEA
2018 2017
20185 20174
RMB’000 RMB’'000
AR®T AREFTT
(unaudited) (unaudited)
(RE&ER) (RegzEz)
3,810 4,480
1,247 27,190
175 96
5,232 31,766

i
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS IRk M

For the six months ended 30 June 2018
HZE2018F6 A30H 1L/~ @A

28. FAIR VALUE MEASUREMENTS 28. X VERTE
Fair value of the Group’s biological assets, financial BREEHEEDUAFESR DA FEBEER
assets and financial liabilities that are measured at AAENEAEEEYEE  SRHEERS
fair value or fair value less cost to sell on a recurring BEENATEE
basis
The Group's biological assets are measured at fair value less costs REBNENMEERAFEREEXATE @ §
to sell, and some of financial assets and financial liabilities are SDEMBENSBHEBENSRERRIZAFEE
measured at fair value at the end of each reporting period. The 2o TRIEHABERBEATETENEAZSED
following table gives information about how the fair values of these EREENNETCZSEERBRENATE
assets and liabilities are determined (in particular, the valuation (ERIRFTERNGER EREBAZE)  KEID
technique(s) and inputs used), as well as the level of the fair value AEEHENAFELRIKE(E—E2=H)NE
hierarchy into which the fair value measurements are categorized e

(levels 1 to 3) based on the degree to which the inputs to the fair
value measurements is observable.

Fair value hierarchy DNEERB
Fair value as at Fair value as at
30 June 31 December
2018 2017  Fair value
20184 20174  hierarchy
Assets/(liabilities) 6H30H 12A318  AY¥E
BE (&) HAFE HAYE  H5
RMB’000 RMB’000
ARET T ARBFIT
(unaudited) (audited)
(REBER) (FEEZ)
Biological assets EYEE 7,681,259 7,751,070 Level 3
F=
Derivative financial instruments THESmIE 2,943 N/A  Level 2
— foreign currency forward — SN R EA TEA F-H
Other financial assets Hihep&EE N/A 31,704  Level 2
TER FMm
Financial asset at FVTPL BATEFABZED
CREE
— foreign currency forward — SN R HA N/A  Level 2
TEA F=R
- the Swap — 12 N/A  Level 2
TEA F=R
Equity instruments at FVTOCI BEAERAEM
PEBANERZTE
— unquoted equity investment | —ARMEERITE N/A  Level 3
TEA F=R
- other unquoted equity investment —Hth R RERERRE N/A  Level 3

TEA  F=R

N
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

28. FAIR VALUE MEASUREMENTS (continued)

SRR b s e e

For the six months ended 30 June 2018
B ZE2018F6 A30H LL/~EA

28. AV {ETE@)

Valuation techniques used in fair value measurements AR EFEFERANGERLE
The following table shows the valuation techniques used in TRIIRP2018F6 A30HEE =HF A FER
measuring Level 3 fair values, as well as the significant unobservable FTAMMERE - AR AEEE AN EXRTA

inputs used in the valuation models as at 30 June 2018:

Type
Epil

Valuation technique

E1ER A

BB ABUR

Inter-relationship between

significant unobservable

inputs and fair

value measurements
Significant unobservable inputs EATTEERABBENTE
EATTHERARE HTEZENEERE

Foreign currency
forward

SMEE

The Swap

e

Discounted cash flow

Future cash flow are estimated based
on forward exchange rates (from
observable forward exchange rates
at the end of reporting period) and
contracted forward rates, discounted
at a rate that reflects the credit risk of
various counterparties.

FRALNE
ARBERENRBERER (RS
BREMRNTERENER) REH
EMERGE BRREBHTF TN
ERREBAOMEAER -

Discounted cash flow

Future cash flow are estimated based
on forward interest rates (from
observable interest rate at the end
of reporting period) and contracted
interest rates, discounted at a rate
that reflects the credit risk of various
counterparties.

HERRAERE
ARREREDRBEEHNE(RE
BEHRNATBRNZ) RAHFE
fhat - BRBRE2HFHTOEERR
HOR|ZEEIR -

N/A N/A

NEM N

N/A N/A

NER NER

™
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS IRk M

For the six months ended 30 June 2018
HZE2018F6 A30H 1L/~ @A

28. FAIR VALUE MEASUREMENTS (continued)

Valuation techniques used in fair value measurements

(continued)

Type
ko pic]

Valuation technique

EERE

28. A¥{ETE#E)

Significant unobservable inputs

EXTABRBARE

DNHEFERERANMGES EE)

Inter-relationship between
significant unobservable
inputs and fair

value measurements
EATTEERABBENTE
STERZHENAERE

Heifers and calves

IR

N

The fair value of 14 months old heifers
is determined by reference to the local
market selling price.

SEBET -

CHINA MODERN DAIRY HOLDINGS LTD. INTERIM REPORT 2018

Average local market selling prices
of the heifers of 14 months old were
estimated at RMB23,700 per head at
30 June 2018 (31 December 2017:
RMB23,700).

R2018F6 A30H + 1418 A M/ 4
HEEEnmsERRTATAARK
23,7007C (2017412318 : AR
23,7007T) °

An increase in the estimated local
market selling price used would result
in a smaller percentage increase in the
fair value measurement of the heifers
and calves, and vice versa.

R RO fh e & 3 W35 & B AR
N RN R ER BB LB
B RZIFA



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
SRR b s e e

For the six months ended 30 June 2018
B ZE2018F6 A30H LL/~EA

28. FAIR VALUE MEASUREMENTS (continued) 28. RVERTE@)
DR EFEERNEELE@)

Valuation techniques used in fair value measurements

(continued)
Inter-relationship between
significant unobservable
inputs and fair
value measurements
Type Valuation technique Significant unobservable inputs BATABRERAYEEATE
LFidl HERE BEATTHERAZE TEZENEERE

The fair values of heifers and calves
at age-group less than 14 months
are determined by subtracting the
estimated feeding costs required to
raise the cows from their respective
age at the end of each reporting
period to 14 months plus the margins
that would normally be required by
a raiser. Conversely, the fair values
of heifers at age group older than 14
months are determined by adding the
estimated feeding costs required to
raise the heifers from 14 months old to
their respective age at the end of each
reporting period plus the margins that
would normally be required by a raiser.

FNR 1418 A B BRA AR/ AR I
NERAFEDERERTERES
BREREHROFHES Z 140 A
FIAMMARRA - IERR R
FIATIBMETE - AR - EAR14
{8 A B FaRA R NEF R ATET
BNERNEFRIMERREEES
BRERE RN PAAN L
B IRE R —RAATIEME

F o

Estimated average feeding costs per
head plus margin that would normally
be required by a raiser for heifers and
calves younger than 14 months old
are RMB15,371 at 30 June 2018 (31
December 2017: RMB15,171); average
estimated feeding costs per head plus
margin that would normally be required
by a raiser for heifers older than 14
months old are RMB16,149 at 30 June
2018 (31 December 2017: RMB16,025).

20186 A308 » F/NA 1418 A
NEERNETE - BEEBRTFEE
ERANEEE—RAITETBABARE
1537170 (2017F 12 A31H : AR
1517170) « R201856 A30H » A
AMARAKNETME - GRS TG
HEREKAMEEE—RAANBAA
R¥16,1497L(2017F 128318 : AR
ey 6,02575)

An increase in the estimated feeding
costs plus the margin that would
normally be required by a raiser
used would result in a much smaller
percentage increase/decrease in the
fair value measurement of the heifers
and calves older/younger than 14
months old, and vice versa.

PRt SRR A NI B B — AR
ARBEENEEBAR,/PR14EA
)/ NEHE RN R THEE S R
psgm/ B - RZIRR o

MH‘

PEIERMEZERERA R 2018 FHIHRS
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For the six months ended 30 June 2018
HZE2018F6 A30H 1L/~ @A

28. FAIR VALUE MEASUREMENTS (continued)

Valuation techniques used in fair value measurements

(continued)

Type
ko pic]

Valuation technique

EERE

28. AV {ETE@)

Significant unobservable inputs

EXTABRBARE

DNHEFERERANMGES EE)

Inter-relationship between
significant unobservable
inputs and fair

value measurements
EATTEERABBENTE
STERZHENAERE

Milkable cows

LAES

N

The 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.

P AHEEAERS BRBNEE
(ERBEhEBNHTELNERRR

HEME)ERE °

CHINA MODERN DAIRY HOLDINGS LTD. INTERIM REPORT 2018

The estimated feed costs per kg of raw
milk used in the valuation process are
RMB1.91 for the six months ended 30
June 2018 (for the year ended 2017:
RMB1.90), based on the historical
average feed costs per kg of raw milk
after taking into consideration of
inflation.

HZE2018F6A30B AR @ HES
ReREANGOT R DG RERA
BARBIT(BE2017FLFE ¢
AR®1907T) » DEREATEET
MES FHRERAT A MBEERRE

E o

A milkable cow could have as many as
six lactation cycles. Estimated average
daily milk yield at each lactation cycle
is ranged from 26.3 kg to 28.3 kg for
the six months ended 30 June 2018
(for the year ended 2017: 26.3 kg to
28.3 kg), depending on the number of
the lactation cycles and the individual
physical condition.

MAANERILE - HE201866A30
BIEAER  SHIABOEHTFLE
REMNENT263DFE283Df (H
E017FILFE  2632TE2834
fr) - GRELESE AR ER 5 &R
M °

An increase in the estimated feed
costs per kg of raw milk used would
result in a smaller percentage decrease
in the fair value measurement of the
milkable cows, and vice versa.

FREE QT R RN A
INAIEBUR AT ERH ENEN LB
T - R2IA -

An increase in the estimated daily milk
yield per head used would result in a
smaller percentage increase in the fair
value measurement of the milkable
cows, and vice versa.

FRM G SRt ERENEE M
BYMHF A FEE EOR IR
B RZTA -
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For the six months ended 30 June 2018

28. FAIR VALUE MEASUREMENTS (continued)

Valuation techniques used in fair value measurements

#ZE2018F6 H30H LE/<ME A

28. AV {ETE@)

DR EFEERNEELE@)

(continued)
Inter-relationship between
significant unobservable
inputs and fair
value measurements
Type Valuation technique Significant unobservable inputs BEXTUBRGABEHEATE
L) HERE EATTHERARE TEZENEERER
Estimated local future market price for ~ An increase in the estimated average
raw milk is RMB3.76 per kg at 30 June  selling price of raw milk used would
2018 (31 December 2017: RMB3.83 per  result in a much higher percentage
kg). increase in the fair value measurement
of the milkable cows, and vice versa.
2018564308 « it EMARRE  FIANRMIGEHTHEEEMTE
MMEREBATARE3767T(2017F B4 AT EEBALLAIEM -
124318 : AT AR®3.837T) ° RZIRA o
Discount rate for estimated future cash  An increase in the estimated discount
flow used is 13.00% at 30 June 2018 (31  rate used would result in a slightly
December 2017: 12.70%). smaller percentage decrease in the fair
value measurement of the milkable
cows, and vice versa.
R201856 A30R « FIBMATAKRR S  PIAMMEBAR RE M BBURF R
MEMBRER13.00% (20176128 FEFAENBNLHITRE - RZT
318 : 12.70%) R
Unquoted equity Market approach Fair value is estimated based on value  Anincrease in the discounted for lack of
investment | of comparable listed companies, and  liquidity would result in a much slightly
discounted for lack of liquidity. smaller percentage decrease in the fair
value measurement of the unquoted
equity investment |.
ABEERRE %A NHEDZATELR ETAFN  REMS RIS GEHORR

BEFD G RARBMET R
3 o

BEREEKREIQNTEAENRE
TREL BB

™

B AR IERBIR D R 2018 1 HisR &
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AR A B R R M =t

For the six months ended 30 June 2018
HZE2018F6 A30H 1L/~ @A

28. FAIR VALUE MEASUREMENTS (continued) 28. A EFTE#)
Reconciliation of Level 3 fair value measurements of EYEEFE=ZRDAFETEER D FE
biological assets and equity instruments at FVTOCI AHME2EKANERIRENL R
Equity Heifers,
instruments calves and
at FVTOCI milkable cows
BRAFETA
Hih 2 EU AR N
EHETIE NRIE
RMB’000 RMB’000
AR¥T R AR¥T R
(unaudited) (unaudited)
(REER) (REER)
Balance at 1 January 2018 201851 A1 B & 12,934 7,751,070
Purchases BE 1,100 =
Total losses in OCI REAM 2 EB AN EEZRE (8,870) =
Feeding cost E=I - 684,898
Decrease due to disposal A & 3l B - (319,993)
Loss arising from changes in fair value less costs  ZLA4=A S EE iR 4 E R A
of dairy cows ELEMEE (434,716)
At 30 June 2018 7®2018%6 A30H 7,681,259

Fair value of financial assets and financial liabilities that are not  WIEIRKBEUHELED AT EFENSHEELSHE
measured at fair value on a recurring basis (but fair value disclosures  EHAFE(EBHEATE) ©
are required).

The Directors consider that the carrying amounts of financial assets #HZR ARG S M BRI NIREBEKATEN S
and financial liabilities measured at amortised cost in the condensed EELK4HABENEMEEEATERE - BEAE
consolidated financial statements approximate their fair values. {ENRBETEESHEBER L ERIIRIRES RO
Such fair values have been determined in accordance with general — #E o

accepted pricing model based on discounted cash flow analysis.

29. EVENTS AFTER THE REPORTING PERIOD 29. REHERSE
There is no significant event after the reporting period. REEIR W EEAEIE -

N

CHINA MODERN DAIRY HOLDINGS LTD. INTERIM REPORT 2018
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