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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 Limited (the “Company” or “Modern Dairy” together with its
subsidiaries, the “Group”) is currently the largest dairy farming operator and fresh raw milk
producer in the People’s Republic of China (the “PRC”) in terms of its herd size and milk
yield. Modern Dairy operates 26 dairy farms in the PRC with dairy cows over 230 thousands
heads and annual milk yield over 1.3 million tons. The Company initiated the production mode
of “zero-distance integration of forage grass planting, cow breeding and milk processing
within two hours” which is the first and only enterprise at present in the PRC that applies
integration of forage grass planting, cow breeding and milk processing and qualified with
SGS certification. Modern Dairy’s products have been consecutively awarded with the Gold
Prize of Monde Selection in the past six years, which is generally regarded as the “Nobel
Prize” in the food industry.
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HIGHLIGHTS
i F

FOR THE SIX MONTHS ENDED 30 JUNE

(All amounts in Renminbi (“RMB")
million unless otherwise stated)

Highlights

Revenue

Gross profit before raw milk fair value

adjustments
Cash EBITDA (Note 1)
Net gearing ratio (Note 2)

Profit/(loss) attributable to owners of

the Company
Net operating cash inflow
Free cash flow (Note 3)

Basic profit/(loss) per share (RMB cents)

Net asset value per share (RMB)

(Note 4)
Proposed interim dividend

Annualized milk yield of milkable cow

(tons/head)
Period milk yield (tons ‘0,000)
Herd scale (heads)
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e Modern Dairy’s pure milk was for the sixth consecutive year
awarded the Gold Prize of Monde Selection.

e The brand of Modern Dairy has been shortlisted as the “Strategic
Partner of China’s Aerospace Industry”, marking our premium
quality branded milk widely recognized by all sectors of the society.
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2019 2018 Change
2019 F 20184 o)
(unaudited) (unaudited)
G ] (REE %)
2,570.1 2,468.3 4.1%
898.1 735.4 22.1%
865.4 730.7 18.4%
96.4% 95.0% 1.4 ppt
B2
124.9 (140.3) 265.2
855.6 709.5 20.6%
351.1 139.7 151.3%
2.05 (2.30) 4.35
1.09 1.13 -3.5%
Nil & Nil £ -
10.6 10.3 2.9%
68.2 63.6 7.2%
226,861 225,782 0.5%
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Notes:

Cash EBITDA is defined as profit/(loss) before finance costs and tax having
added back: i) depreciation for property, plant and equipment and right-
of-use assets charged to profit or loss; ii) amortization; iii) other gains and
losses, net; iv) impairment losses, net of reversal; and v) loss arising from
changes in fair value less costs to sell of dairy cows.

The net gearing ratio is calculated as the net borrowings divided by the
shareholders’ equity, in which the net borrowings is the total borrowings
minus cash and cash equivalents.

Free cash flow is defined as net cash from operating activities having added
back net cash used in investing activities.

Net assets at year end divided by the number of ordinary shares in issue at
the end of the Reporting Period.
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PRODUCTS OF THE GROUP AND ASSOCIATES
SERBELFER

FRESH RAW MILK

We operate a total of 26 dairy farms with 226,861 dairy cows in total
across seven provinces in mainland China. Each milkable cow on average
can produce 10.6 tons of fresh pasture milk each year.
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PRODUCTS OF THE GROUP AND ASSOCIATES
KEERBELTIER

MODERN FARMING

HIGH CALCIUM MILK
= &5 4 4

e }_ High in calcium from good dairy farms, Modern Dairy High Calcium Milk
- has 125 mg calcium for each 100 ml, vitamin D is specially added to
ID' facilitate calcium absorption, the milk is nutritious, pure and rich in taste.

. SR A FHS BRRMES S P F100ml S 5 125mg » & Bl o0
HIGH CALCIUM M =
lGFc kil i AGEEXRD REFHRK ESLE MIEFR-

a‘flﬂ

i RDE] il SR

AT

WALNUT MILK




MANAGEMENT DISCUSSION AND ANALYSIS

TEEFWR S

BUSINESS REVIEW

Industry Overview

In the first half of 2019, the overall performance of China’s economy
was stable. The gross domestic product grew by 6.3% year-on-
year, employment level continued to increase, service industry grew
steadily, consumer prices remained moderately rising, and internal
demand remained relatively stable. In terms of the international macro
environment, there were many uncertainties this year, especially the
persistent Sino-US trade war, exerting pressure on the feed cost of the
farming industry.

In the first half of 2019, the auction price of international milk powder
remained stable, the average domestic milk price increased year-on-
year, and the industry was expected to develop steadily. Domestic
feed, especially soybean meal, was affected by the weakening demand
after swine fever, and its price dropped significantly. The price of corn
remained relatively stable, which was good for dairy farming industry
as a whole. After several years of low milk price, small and medium
farms gradually withdrew from the market, and the herd size dropped.
According to the National Bureau of Statistics, both the growth in
domestic raw milk production volume and the number of dairy cows
had been decreasing in the past three years.

In recent years, the transformation speed of China’s dairy industry has
accelerated. The overall quality of dairy herds has improved significantly,
unit milk yield has increased, raw milk production has been stabilized,
and the fundamental change lies in the significant increase of large-
scale farming. With the increasing threshold of domestic large-scale
farming, the traditional backyard farming and small and medium-sized
dairy farming have lost their competitive advantages. In the future,
the incremental demand for raw milk will be met by the incremental
production of large-scale farms. The oversupply of raw milk was only
found in the past.

At present, the domestic urban consumption keeps rising, and the
dairy products market in the third and fourth-tier cities and rural areas
gradually opens up. The potential of high-quality dairy products market
is huge. With the continuous decline of domestic herd size, strong
demand, rising industry threshold and rational investment, it is expected
that large-scale farming conforming to economic market principles will
be widely accepted by the market.
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MANAGEMENT DISCUSSION AND ANALYSIS

Business Review

For the six months ended 30 June 2019 (the “Reporting Period”),
the Group was mainly engaged in dairy farming operations (mainly
producing and selling raw milk for customers and processing it into
dairy products) and developing its own branded liquid milk products
through an associate with China Mengniu Dairy Company Limited
("Mengniu”). The Group is committed to concentrating its resources
on the upstream dairy farming business, targeting clients’ demand for
high-quality raw milk, providing raw milk for diversified and high-quality
products, including A2 milk and other high-end products.

During the Reporting Period, the Group achieved earnings of
approximately RMB133.7 million and net free cash inflow of RMB351.1
million by increasing unit production and reducing costs. The Group
successfully turned losses into profits, and the operation and financial
performances have improved.

Operational Performance

For the Reporting Period, the Group was mainly engaged in dairy farming
operations (mainly producing and selling raw milk for customers and
processing it into dairy products) and developing its own branded
liquid milk products through an associate with Mengniu. The Group is
committed to concentrating its resources on the upstream dairy farming
business, targeting clients’ demand for high-quality raw milk, providing
raw milk for diversified and high-quality products, including A2 milk
and other high-end products.

For the Reporting Period, the Group has achieved significant improvement
in major operating targets. The external average selling price (“ASP") of
raw milk stood at RMB3.85/kg (2018: RMB3.73/kg), representing year-
on-year growth of 3.22%. During the Reporting Period, the annualized
milk yield (“AMY") per head of milkable cow increased by 2.91% to 10.6
tons year-on-year (2018: 10.3 tons per cow per year). With the uplift of
unit milk yield and the increase in proportion of milkable cows to the
number of dairy cows, the total milk production during the Reporting
Period hit 682,000 tons (2018: 636,000 tons), representing year-on-
year growth of 7.23%. The Group has achieved external sales growth
year-on-year of raw milk up to RMB2,570 million (2018: RMB2,227
million) representing year-on-year growth of 15.40%. Benefiting from
an increase in ASP of raw milk and higher milk yield, the gross profit
(before raw milk fair value adjustment, before eliminating cost of sales
in relation to internal supply of raw milk) of the dairy farming business
stood at RMB898.1 million with gross profit margin 34.94% (2018:
30.28%).
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MANAGEMENT DISCUSSION AND ANALYSIS
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In order to tackle the possible impact arising from the Sino-US trade
war on our feed cost, the Group has specifically established a forage
roughage department last year to integrate the surrounding forage
roughage resources to cope with the demand from each farm. In
addition, by leveraging on the online integrated procurement platform
“Aiyangniu” of Mengniu, the overall procurement bargaining power
was raised during the Reporting Period.

During the Reporting Period, the Group still successfully kept the
unit cost (excluding depreciation) of raw milk at RMB2.31/kg (2018:
RMB2.42/kg), representing year-on-year decrease of 4.55%, even
though some of the feed prices had significantly increased globally
and domestically as a result of the Sino-US trade war. This was achieved
by continuous improvement in the health of cows, optimization in the
formula mix of feed, increase in the usage of silage, enhancement in the
absorbance conversion rate of dairy cows and the usage of the unified
procurement platforms and other measures. Out of which, the direct
feed cost decreased to RMB1.78/kg during the Reporting Period from
RMB1.89/kg for the same period of last year, representing year-on-year
decrease of 5.82%.

During the Reporting Period, the Company’s management adjusted
operation strategies in time and allocated resources flexibly when facing
external uncertainties. While reducing operating costs and improving
efficiency, we were able to enhance the high quality, high nutrient,
high brand awareness of our raw milk, and have achieved significant
improvement in each of the main operating indices.
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MANAGEMENT DISCUSSION AND ANALYSIS

As the first listed company engaged in dairy farming, Modern Dairy’s
premium quality dairy products lead the average standard of imported
milk products in terms of milk fat, milk protein, somatic cells count,
total colony count and other fresh milk key indicators, and the quality
is among the top rankings internationally. Modern Dairy is the first and
only company in China that both passed the “Quality Milk Project” for
both of its pasteurized milk and UHT milk. The Company’s “Premium
Pure Milk” was for the sixth consecutive year awarded the Gold Prize
of Monde Selection 2019 and was also granted “The International High
Quality Trophy”, and our products were all awarded the Gold Prize
in the event. The Company adopts the unique production mode of
integration of “planting, breeding and processing” recognized by Swiss
SGS certification, with two-hour milking to processing time with zero
distance and seamless connection to maintain the active substances in
the milk as much as possible, bringing healthy, fresh, nutritional, safe
and high-quality dairy products to consumers.

Modern Dairy’s business strategy in the next three to five years will
focus on moderately increasing herd size, maintaining reasonable herd
structure, increasing unit milk yield and achieving stable production
growth. Through continuous uplift in the milk yield of dairy cows and
increase in the proportion of core herds, we achieved a steady growth
of production.

The Group's associate factories which operate branded liquid milk
business were formally established with Mengniu in April 2018. With
Mengniu team’s mature market strategy and channel advantages,
“Modern Farming” branded milk was re-launched to the market with the
orientation of “15 years insisting on only producing pasture milk”. The
Company’s new high-calcium pure milk was officially launched in early
2019, and another new walnut milk was also introduced in July 2019.
During the Reporting Period, the share of profit from associate factories
was RMB12.3 million. With the maturing business and continuous
sales growth, the downstream business is expected to become another
business growth engine for the Group.
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MANAGEMENT DISCUSSION AND ANALYSIS
THEFWRR S

DAIRY FARMS

Leveraging on the world’s first model of “integration of forage planting,
cow breeding and milk processing”, Modern Dairy is currently the
largest leading dairy farming company and the largest producer of raw
fresh milk in mainland China in terms of the herd scale and volume of
annual production. As a nationwide farm, we are endowed with unique
geographical advantages that our farms are mostly located at regions
with fine climate and ample supply of feed, and are adjacent to various
processing plants of dairy products.

Each farm is equipped with modern cowshed equipment, logistics
systems, environmental protection facilities, 24/7 monitoring system,
and veterinarians stationed in farms to make sure that each cow is
living under a comfortable environment, producing high quality and
healthy raw milk.
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MANAGE

Herd Scale
Dairy cows 3L

Milkable cows 4

Heifers and calves INGLAE RN
Total 48 =+

As at 30 June 2019, the Group operated a total of 26 dairy farms (each
with herd size of close to or over 10,000 dairy cows) spreading across
seven provinces in mainland China. The breeds of milkable cows are
Holstein dairy cows or their offspring, with good physical health and
high milk yield. In terms of herd size, we are the largest dairy farming
company as well as the largest raw milk supplier in mainland China.
During the Reporting Period, our herd size was 226,861 head of dairy
cows (2018: 225,782 heads).

Milk Yield

Milk yield is affected by a number of factors, like the number of
lactation, breed, comfort level, cow health, genetics and feed mix.
Under an effective herd management, during the Reporting Period, we
recorded AMY of 10.6 tons per milkable cow (2018: 10.3 tons), up by
2.91% year-on-year. The total milk yield for the Reporting Period grew
by 7.23% to 682,000 tons (2018: 636,000 tons).
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2.1 28,
EREHRR2H
BEAE
30 June 30 June
2019 2018
2019 F 20184
6 A30H 6 A30H
Heads Heads
Gl G|
131,658 126,314
95,203 99,468
226,861 225,782

MR2019F6 A30R  AEEEFHAM @A
EZE6MEERKSG NENWRERINA
SR EHER BEER EfNEs - UEH
BB HMAEPEAMRZ KBS ZE R A A
MG ARDEEm RERBAN FFHAEE
226,861 58 (20184 : 225,782%8) °

ENE

ENEXZEAEZMEE ERaBNFan
IR mE EETEERE -FERBRE - AEHA
ANEBES - TERNMEHEE T RAE
REE BMSREGEERILIFTNFLENEE
10.6M8 (20184 : 10.3M8) + [& LL 4% #12.91% R
AIERPEAENEE63.28 M (20184 : 63.6 8
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MANAGEMENT DISCUSSION AND ANALYSIS
THEFWRR S

OPERATION STRATEGIES

Improve Unit Production Output and Raw Milk Quality
by Scientific Breeding and Feeding Techniques

We keep improving our operation efficiency and average AMY. At
present, our average AMY per milkable cow is among the highest of all
dairy companies in the mainland China. We believe that both the unit
production and quality of raw milk of our milkable cows will continue
to rise as we keep improving the genetic mix of herd across generations,
and increase the proportion of milkable cows to total herd size. In
addition, we are committed to continuous research so as to alleviate
the heat damage to room-temperature milk, and further reduce the
content of furosine in milk, subject to eligibility of various indicators
such as microorganisms in the products.

Enhance Feed Nutrients and Optimize the Feed Mix

We will continue to collaborate with local farmers and agricultural
research institutions in pursuing research and planting high quality
feed suitable for our dairy cows. Moreover, according to the locations
of our farms, we collaborate with local farmers of particular regions to
jointly build efficient feed supply chains with the objective to reduce
transportation cost of feed and to ensure the quality, nutrition content
and a stable supply of feed.

Heat Stress Alleviation Measures

Heat stress as a result of high temperature in summer has become a
seasonal problem for milkable cows. The yield of each milkable cow
is generally slightly reduced to the impact caused by heat stress. To
minimize the impact, the Group has implemented alleviation plans.
The Group equipped cowshed with efficient ventilation system, such
as powerful fans, upgraded the facilities in barns and enhanced the
health of each dairy cow.

Quality Management

The overall execution of the quality management of Modern Dairy is
based on the principle of “Four Don’t”: don't cooperate with unqualified
suppliers, don’t stock unqualified raw feed materials, don’t feed
unqualified inventory of raw feed materials, don’t release raw milk
from farms that fail inspection.
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MANAGEMENT DISCUSSION AND ANALYSIS

For the quality control of raw feed materials, the Group ensures the
source control by inspecting suppliers on-site and establishing a database
of suppliers; ensures feed arrival control by having a stricter standard of
testing than that of the national standard; ensures the process control by
sampling the inventory of raw feed materials and control indicators on
daily basis; ensures that the cow’s feeds are of the right mix consistent
with the relevant formula by conducting real-time sampling during
the production process with reference to formula data at close to
infrared calibration. For the process control, Modern Dairy establishes
a process-oriented quality management system, establishes CCP point
on key production stages, and set process food safety indicators for
monitoring, and timely rectify and track the potential risks discovered.
For the delivery quality control, Modern Dairy has 18 quality inspections
and controls on raw milk delivering, 24 daily inspections and controls,
98 third party inspections and controls to comprehensively control the
quality of raw milk. For the whole chain quality tracking system, the
quality information platform is traced by quick response code, to achieve
the traceability of whole chain quality information for stocking up raw
feed materials upon arrival, delivering and feeding, milking on the
milking parlor and delivering raw milk.

The safe and high quality milk of Modern Dairy is ensured by source
control, process monitoring and terminal control.

Herd Management

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

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”, the Group actively fulfills its social
responsibilities. The Group continuously improves on various aspects
such as product quality, dairy cow disease control and environmentally
friendly production to maximize social benefits.

Currently, the Company’s various milk quality indicators are better
than 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, 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 access
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.

Based on resource recycling, the Group has built a green recycling
industrial chain of “forage planting — dairy farming — fertilizer treatment
— biogas power generation — fertilizer back to the field”. Each farm
is equipped with large-scale biogas power generation facilities and
comprehensive utilization facilities for biogas fertilizer, which
absorb, digest and indiscriminately treat the manure. For sustainable
development, the Group will continue to implement high-standard
environmental protection policies and implement rigorous epidemic
prevention measures in our farms. The Group expects, through co-
operation with CITIC Environment, it could enhance industrial efficiency
and expand the scale of green production.

Cooperation with CITIC Environment

The Company and CITIC Environment Investment Group Co., Ltd. and
one of its subsidiaries (together “CITIC Environment”) entered into
a letter of intent on cooperation framework in September 2018, to
jointly establish a joint venture on the transformation and operation
of manure anaerobic fermentation system and other assets of farms
under the Group, which involved the treatment of plug flow reactor for
anaerobic fermentation being the principal manure treatment. Biogas
produced during fermentation can be deployed for power generation
and steam production; biogas residues after drying can be used as beds
in cowsheds, while biogas slurry is partially returned to cowsheds and
the remaining biogas slurry will be reused as organic fertilizers.

The Company will make announcement on the development of the
project as and when appropriate.
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MANAGEMENT DISCUSSION AND ANALYSIS

ASSOCIATE FACTORIES

The Company’s associate factories with Mengniu were officially
established in the second quarter of last year. Riding on the marketing
strategies and competitive advantage of the sales channels of Mengniu,
“Modern Farming”, the branded liquid milk was launched in the market
with the positioning and new packaging of “Good Milk from Good
Farms” last year and recorded share of earnings during the Reporting
Period. The branded milk of “Modern Farming” was relaunched in the
market with the positioning of “fifteen-year persistence on exclusively
producing pasture milk” and leveraging on Mengniu's strategic marketing
in aerospace plans to do rebranding. We adopt differentiation strategies,
focusing on the blue ocean market in the third and fourth tier cities in
China. With the market's increasing knowledge and experience of the
Company’s high-quality milk source and milk products, the associate
factories start to contribute more earnings to the Group.
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MANAGEMENT DISCUSSION AND ANALYSIS
THEFWRR S

SYNERGIES WITH MENGNIU

Since Mengniu increased its stake in the Company’s shareholdings,
the Group and Mengniu have achieved satisfactory synergy in terms
of purchasing, sales, cost control, resource utilization and even
corporate management. During the Reporting Period, the Group
reduced its operating cost through the integrated procurement platform
“Aiyangniu”.

In early 2019, the Company entered into a cooperation agreement with
Yashili International Holdings Ltd, a subsidiary of Mengniu, to provide
premium raw milk for its high-end new dairy products. With the increase
in the demand of diversified high-end raw milk, the high-end raw milk
is expected to become the Company’s high value-added business.

AWARDS AND RECOGNITIONS

The Group’s raw milk is comparable to the standard of imported milk
products in terms of milk fat, milk protein, somatic cells count, total
colony count and other key indicators, and the quality is among the
top rankings in the world.

The Company is the first and only company in China that passed the
"Quality Milk Project” for both its pasteurized milk and UHT milk. During
the Reporting Period, four of our Group’s products were all awarded the
Gold Prize of Monde Selection 2019. The pure milk was consecutively
awarded the Gold Prize for the sixth time.

In early 2019, the brand of Modern Dairy has been shortlisted as the
“Strategic Partner of China’s Aerospace Industry”, marking our premium
quality branded milk widely recognized by all sectors of the society.

STRATEGIC SHAREHOLDER INTRODUCTION

On 18 July 2019, the Company entered into the subscription agreement
with New Hope Dairy Co., Ltd (“New Hope"”) pursuant to which the
Company has conditionally agreed to allot and issue, and New Hope
or its designated subsidiary has conditionally agreed to subscribe for
276,228,409 subscription shares (the “Subscription Share(s)”) at the
subscription price of HK$1.3535 per Subscription Share. The Subscription
Shares will be allotted and issued under the general mandate granted
to the Directors by the shareholders of the Company at the annual
general meeting of the Company held on 6 June 2019. In addition, as
disclosed in note 26 of the Company’s 2018 Annual Report, certain
pledgors have pledged a total of 318,697,354 shares of the Company
(the “Collateral Share(s)”) in favour of the Company. New Hope or its
designated subsidiary has agreed to purchase the Collateral Shares at the
purchase price of HK$1.3535 per Collateral Share from the Company.
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MANAGEMENT DISCUSSION AND ANALYSIS
THEFWRR S

The issue and allotment of the Subscription Shares and the sale of the A RRIEHERFHTRBROEREEEAKO K
Collateral Shares by the Company will be completed at the same time,and R BB ERKEE MR HAERELFELLD
the total proceeds resulting from the transactions will be approximately AR #7098 & - T Fll X 5% i % £ H%
RMB709 million. Upon completion of the above transactions, New Hope # B AR F9.28% MW A m WK B AR T
will hold 9.28% equity interests in the Company and become the second % = K BB iR 3 o

largest strategic shareholder of the Company.

The Board considers that the transactions above enable the Companyto ZEFERALMZ FFE A FEHNETR U T HE
achieve the following synergies: (i) raise capitals to enable the Company & : (VE &L E & - £ A 7 42 MW E 2 15 I 4 &
to appropriately increase its herd size, maintain reasonable cattle herd #&E  RIEFE B F B4 % ReENES -

structure, increase yield per unit and maintain a stable growth of raw  RFRBNESRETFEE K () NRFFH LEK
milk yield; (i) strengthen the cooperation between New Hope and the 2RI Z M EE MRF AR AR DB E K
Company so as to maintain a stable customer base of the raw milk of the & P Z 8 : (ii))jl 2 2 &l &8 B 37 2 6 & 7 69 8 %
Company; (iii) decrease the amount of liabilities borne by the Company ~ & & : (v BERE M H W EE -

and control the Company’s financial risks; and (iv) realize the value of

the pledged Collateral Shares.

W

Such transactions have not been completed as at the date of thisreport. BHEXZRAMEH WK TH  EHEFER L
For details, please refer to the Company’s announcement dated 18 BIZA QR B A1 /&2019F7 A18B M A SE o

July 2019.
FINANCIAL OVERVIEW B %8R
Total Revenue A
Business segment analysis XBoBIMN
Six months ended 30 June
HBZ6A30HLAMEA
2019 2018
2019F 20184
External Internal External Internal
Sales Sales Subtotal Sales Sales Subtotal
HBHEE RHHHEE N N EE ANEE NEE
RMB'000 RMB'000 RMB’000 RMB'000 RMB'000 RMB'000
ARSI ARETn ARETr BRSNS RN R
Segment okl
Sales of dairy farming business MEBREEEEH 2,570,133 BEVETOREEN 2,227,381 116,787 2,344,168
Sales of liquid milk products business RENEREELE - - - 240,869 = 240,869
Consolidated revenue BHBA 2,570,133 ~ LlEER 2,468,250 116,787 2,585,037
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MANAGEMENT DISCUSSION AND ANALYSIS
THEWRR S

The Group recorded total revenue of RMB2,570 million for the Reporting 7% £ [ p0 7K [ 3 A fF 8% 15 42 e A A R #25.70
Period (2018: RMB2,468 million), representing an increase of 4.13% B (20184F : AR #2468 7x) ALk E AL
year-on-year. The increase was primarily due to the increase in salesof 4.13% * EAMNFERA LRI HEE 18 K&

raw milk and ASP of raw milk. R TFHEB ERMB

e Dairy Farming Business e IH4EBEEY®
Dairy farming business is the production and sales of raw milk to MEBEEBEREERDAMNEERNT
customers for processing into dairy products. Revenue from our EPARMIKA&ER HMODFERE
dairy farming business increased by 9.64% as compared to the EBWAREFREEN64% + H AP
corresponding period last year, in which raw milk sales volume RNEEEREFREA LFA7.09% -
increased by 7.09% as compared to the corresponding period
last year.
ASP of raw milk slightly grew by 2.39% year-on-year to RMB3.85/ BRRDFEFHEBEAARBISST AT
kg (2018: RMB3.76/kg). Sales volume increased by 7.09% year- (2018 : AR ¥3760,/ 2 F) A LB
on-year to 667.7 thousand tons (2018: 623.5 thousand tons). #239% - 5 & 2 #66.77% WI(20184F :
It was mainly due to the rise in AMY per cow and number of 62358 ME) RILLIBIM7.09% - EZEHR
milkable cows. BHENFNFLEENE LARKILFE =

e

The following table sets out the sales revenue, sales volume and EEMTHBEMNRERRNNEERA  HE
ASP of our raw milk for the periods indicated: ERFHEBFR TR

Six months ended 30 June

HZ6A30AL~MEA
2019 2018
2019% 2018%
Sales Sales Sales Sales
revenue volume ASP revenue volume ASP
HEWA HEE THEER EELLON HEE  IHEE
RMB'000 tons RMB/KG RMB'000 tons RMB/KG
AR®T/ ARBTL/
ARBT R ] N ARETE g Nl
Raw milk R
External sales HNEHE 2,570,133 667,651 3.85 2,227,381 597,578 373
Internal sales AEHE - - - 116,787 25,891 451
Subtotal It 2,570,133 667,651 SE 2,344,168 623,469 3.76
e Liquid Milk Products Business e BEMNDEM¥E®R
Due to the handover of liquid milk products business to Mengniu BENMEREBBR2018FF2FTER T
in the second quarter of 2018, the Group no longer consolidated AR, REFITHBL QTR K
the associates into the financial statement but accounted by equity PAREZR A ABRPT 2 o
accounting method.
Therefore, no revenue was recorded during the Reporting Period. - RAEFRIAMEEEHKFRA -
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MANAGEMENT DISCUSSION AND ANALYSIS

a4 28
EHEMNWR 2
The analysis of the sales of liquid milk products is as follows: BRRENERNEESTOT

Six months ended 30 June

BZ6A30HLEAMEA
2019 2018
2019% 2018F
Sales Sales Sales Sales
revenue volume ASP revenue volume ASP
HEBA HEE THEE EELLON weg  THER
RMB'000 tons RMB/KG RMB'000 tons RMB/KG
AR®T/ ARETL/
ARBT R L] Wi ARETT e N
Liquid milk products R BE I EE - - - 240,869 29,132 8.27

COST OF SALES BEFORE RAW MILK FAIR VALUE ERBAFERABANEERNAEX
ADJUSTMENT

The Group's cost of sales before raw milk fair value adjustment primarily R ZR[E R B - REB S RE DA FEABER
consisted of dairy farming cost for the Reporting Period as shown below: B ER A X ZBENFEEX AN  BHET

Cost of Sales before Raw Milk Fair Value Adjustments & ¥ 43 2 F B 3 & A 19 ;R &

e Dairy farming business e MAEBHEEK

Six months ended 30 June
HZ6A30H1~EA

2019 2018
2019 F 20184
RMB’000 RMB'000 %
AR®T 5 ARBTT ERaed
Feed cost £ B R R 1,224,853 1,220,762 74.70
Labor cost & TR AR 136,072 116,875 7.15
Utilities AAEXEH 46,204 45,734 2.80
Depreciation e 128,811 124,163 7.60
Other costs of farms EHSEMASL 136,078 126,774 7.75
Subtotal of cost of sales before RHEMAFERZAN
raw milk fair value adjustment DEEEEBRHEE
of dairy farming business A /N5 1,672,018 1,634,308 100
Inter-segment cost A BB B A - (68,380)
Cost of sales before raw milk fair FER D FE AR
value adjustment of dairy MEBBEBHEE
farming business KA 1,672,018 1,565,928
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MANAGEMENT DISCUSSION AND ANALYSIS

EEEMMRAH
Total feed cost (before eliminating cost of sales in relation to RATE 3R B R - @6 R pk A (8 W30 R
internal supply of raw milk) for the Reporting Period amounted to KN EEREIEE AR AARKE12.25
RMB1,225 million (2018: RMB1,221 million), approximately the Bm(2018F : AR®1221187T) » A b 48
same year-on-year, which was the result of effective cost control BN FTERRAERPEAKRIZEHEEMN
during the Reporting Period. B o
Despite the impact arising from the Sino-US trade war, we BEXHEXEZIENTE AQRBRAH
lowered the use of alfalfa by requlating the formula of the feed, RS BRETEBENERZE B
and effectively managed to control the forage costs. During the bR B = A N AN T A s 5 N 5 A
Reporting Period, the cash cost (excluding depreciation) of raw milk EHMERDHIRE S K AEHE AR
sold (before eliminating cost of sales in relation to internal supply HEMEBEEERERN (RFTEMBAR
of raw milk) amounted to RMB2,311/ton (2018: RMB2,422/ton), 231170,/ W (20184 : AR ¥2,4227w
representing a drop of 4.58% year-on-year. WE) - [A b N F$4.58% ©
e Liquid milk product business e BREPDEREW
Six months ended 30 June
BZ6A308LL~MEA
2019 2018
20195 20184
RMB’000 RMB'000 %
AR®TR AR T T Aol
Raw materials B E 196,850 89.09
Labor cost BITRA 6,530 2.96
Depreciation e 6,152 2.78
Utilities AHEXER 6,834 3.09
Other processing costs H b IR A 4,595 2.08
Subtotal of cost of sales before BRI AFEAZNA
raw milk fair value adjustment of REMEREBHE
liquid milk product business AR N E 220,961 100
Inter-segment cost 7B K AR (54,062)
Cost of external sales before raw milk [R5 2 & 7 A1 &9
fair value adjustment of liquid milk iR B2 4y & f 2 7 4 35
product business HERA 166,899
Due to the handover of the associate factories to Mengniu, no HRBETIRMT TEELEE  FiL R ANE
related expense was recorded during the Reporting Period. MEAB R ESHESHBEYH -
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MANAGEMENT DISCUSSION AND ANALYSIS
THEFWRR S

Gross Profit and Profitability EXNREFBED

The following table sets out the analysis of gross profit and gross profit N &R &I EB D AR AR B E O EN R EHNE
margin for the periods indicated: oA

Six months ended 30 June
HZ6830H1LL~EA

2019 2018
2019 F 2018
Gross  Gross profit Gross  Gross profit
Business Segment ES Yk profit margin profit margin
E7 E Fl = EM EME
RMB’'000 RMB'000 %
ARB TR ARBFT ERae
Dairy farming business MEBEER
Before elimination 55 80 898,115 709,860 30.28
After elimination HiHiz 898,115 661,453 29.70
Liquid milk products business BENERER
Before elimination A 19,908 8.27
After elimination EaRRES 73,970 30.71
e Dairy farming business e MY EBEER

Gross profit of the dairy farming business (before eliminating cost
of sales in relation to internal supply of raw milk) (before raw
milk fair value adjustment) increased by 26.51% year-on-year to
RMB898.1 million during the Reporting Period (2018: RMB709.9
million). The growth was primarily due to the increase in ASP of
raw milk, unit production output and reduction in unit cost of
production during the Reporting Period.

Gross profit margin of the dairy farming business (before eliminating
cost of sales in relation to internal supply of raw milk) (before raw
milk fair value adjustment) increased by 4.66 percentage points
year-on-year to 34.94% (2018: 30.28%).

Liquid milk products business

Since 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, no related gross
profit was recorded.
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MANAGEMENT DISCUSSION AND ANALYSIS
THEWRR S

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 2019 was
determined by the Directors with reference to the value as at 31
December 2018 that had been arrived at based on the independent
valuation carried out by Jones Lang LaSalle Corporate Appraisal and
Advisory Limited. As at 30 June 2019, the biological assets of the
Group were valued at RMB7,650.7 million (as at 31 December 2018:
RMB7,717.1 million). Losses arising from changes in the dairy cow fair
value less cost of sales of dairy cows were RMB430.5 million for the
Reporting Period (2018: RMB434.7 million), mainly due to the fact that
there was no significant change in the herd structure and the market
price of culled dairy cows year-on-year.

Gains Arising from Initial Recognition at Fair Value Less
Cost of Sales at the Point of Raw Milk Harvest

During the Reporting Period, gains arising from initial recognition at
fair value less cost of sales at the point of raw milk harvest increased by
29.74% year-on-year to RMB816.6 million (2018: RMB629.4 million),
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

During the Reporting Period, other income amounted to RMB21.5
million (2018: RMB34.3 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.
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MANAGEMENT DISCUSSION AND ANALYSIS
THEFWRR S

OPERATING EXPENSES RERX

Six months ended 30 June
HZ6H30B1t<EA

2019 2018

2019 F 20184

RMB’000 RMB’'000

AR®E T AR T T

(unaudited) (unaudited)

(RBEX) (REEEZ)

Selling and distribution costs $HE KD HEK A 82,985 93,560
Administrative expenses THRX 138,279 106,762

Total operating expenses KERTBE 221,264 200,322

During the Reporting Period, the overall operating expenses of the RAERBPBH AEENEBEBLLERIOAA
Group approximately amounted to RMB221.3 million (2018: RMB200.3 R #2213 8 & ;L (20184 : A K #2003 8 &

million). The analysis is as follows: TC) e AT ¢
e Selling and Distribution Costs e HERDHAAE
The analysis of the selling and distribution costs is set forth below: HERDHKAEASTOAT

Six months ended 30 June
HZ6HA30H1LAAEA

2019 2018
2019 % 2018 %
RMB’000 RMB’'000
AR Tx AR T
(unaudited) (unaudited)
(REBEX) (REER)

Dairy farming business MEBEER
Transportation costs and others BB LEM 82,985 86,105

Liquid milk segment B

Transportation, loading and unloading costs i &) 5 ) & 982
Staff remuneration B T 37 B 1,712
Publicity expenses EEB 585
Others H 2,748
Business tax and surcharge i & K BT o0 1,428
Total selling and distribution costs HERDHEKRBEE 93,560
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MANAGEMENT DISCUSSION AND ANALYSIS
THEWRR S

Selling and distribution costs mainly consisted of, among other
things, transportation costs for sales of raw milk and liquid milk,
salaries of sales personnel and daily expenses.

The amount of raw milk transportation costs included in selling and
distribution costs decreased to RMB83.0 million for the Reporting
Period from RMB86.1 million for the corresponding period of last
year. This was mainly due to the decrease in the transportation
distance for sales of raw milk.

No marketing and promotion expenses was recorded (2018:
RMBO.6 million) during the Reporting Period, as the liquid milk
business was handed over to Mengniu for operation in April 2018.

Administrative Expenses

During the Reporting Period, the administrative expenses were
RMB138.3 million, which increased by RMB31.5 million as
compared to the corresponding period of last year in the amount
of RMB106.8 million, representing an increase of 29.5%.

Administrative expenses mainly consisted of, among other things,
remuneration of management (including equity-based share award
expenses) and depreciation of office buildings, staff quarters and
facilities, of which remuneration of management (including equity-
based share award expenses) was RMB84.59 million during the
Reporting Period (2018: RMB52.05 million). The increase was
mainly due to the recognition of expense arising from the vesting
of restricted shares during the Reporting Period.

IMPAIRMENT LOSSES, NET OF REVERSAL

HERDERETTIZBREFRPDHEEMREE
NEENEHER HEABIENRE
X% e

FAHERDHEKANRDERERA L
FRINWARKSGIBETHLIEHER
HMWARBSOEETL - TERHNED
HEMERERMBEME -

RAERFEAEHRBSLEHELTEMY
(2018F : ARBOGE B L) TE R A
20018 F4 A RIBBAENEBASZTF EE-

THREX

RAERPHE AEEBHBTHREXA
ARKI1383BE T BLEFRHPARE
1068E B T & B IMARK3IISES
JC v HEIEE29.5% °

TEHEAXTZEREBABTFM(EUR
BEENRHIMEREA) RBLE - B
ITEEHEIBENES HhEBABFHMH
(EURELEENRSERERA )R AKE
WMEIR A AR MS4595F & L (20184 : A
R¥ES20B8L) - AHERBEIENAE
WEANERDEBROIMERE 2 BAMY -

HEBBENKRRD

Six months ended 30 June
HZ6H30HIEA<MEA

2019 2018
2019 F 2018 4F
RMB’000 RMB’000
AR®T T ARETT

Impairment losses recognised on the T Y S EERARAEERE :

following items:

Trade receivables B 5 WK IE (108,642) 74,168
Other receivables H th & U K 621 -
(108,021) 74,168

For detailed information, please see note 14 to the financial statements.

ERHAER RUMBRERME 14
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MANAGEMENT DISCUSSION AND ANALYSIS

OTHER GAINS AND LOSSES, NET

During the Reporting Period, the Group recorded a net loss arising from
other gains and losses of RMB26.7 million (2018: RMB54.3 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:

THRARR S

HFWaEKkER

AEEBRAERBESSEM KRS REBIEAME
EHFEEBEEAAREK20678 8 T(20185F : A
R¥S4388L) HEMkashkBEBEBIERE
SNEBEBREREFRERBLXS-

Hitplas R BEEBANT

Six months ended 30 June
BZ6H30ALX<EA

2019 2018
20195 20184
RMB’000 RMB’'000
AR TR ARBT T
(unaudited) (unaudited)
(REEZ) (REER)
Other gains and losses: Hit iz REIE:
Impairment loss on property, plant and ME BERRBREEE
equipment 16,876
Net foreign exchange loss SNEE B 185 28 50,474
Loss on disposal of property, plant and HEYE BMEMAMREBERFER
equipment, net 3,225
Gains arising on disposal of subsidiaries HEWNB QR /KRS (18,193)
Impairment loss on trade receivables FEWE 5 B FOR B & B =
Net (gain)/loss on foreign currency forward SNPE R HI (e 3s) BB R 5 2,152
Net (gain)/loss on foreign currency option SNEHAES R (W), BB TS
contract =
Others H (226)
54,308

FINANCE COSTS

During the Reporting Period, finance costs increased by RMB76.2 million
or 51% year-on-year to RMB224.4 million (2018: RMB148.2 million).
The increase was mainly due to the increase in the fair value losses of
interest rate swap during the period.
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MANAGEMENT DISCUSSION AND ANALYSIS
THEWRR S

PROFIT/(LOSS) FOR THE PERIOD ATTRIBUTABLE
TO THE OWNERS OF THE COMPANY

During the Reporting Period, the earnings attributable to owners of
the Company amounted to RMB124.9 million (2018: loss of RMB140.3
million), representing an increase of RMB265.2 million year-on-year.
Adhering to Group’s strategies of cost-reduction and efficiency
enhancement, the Group has implemented the principle of “increasing,
reducing, replacing and stopping” in terms of technology, equipment,
procurement and silage, resulting in significant improvement in the
overall operating indices.

Basic earnings per share was approximately RMB2.05 cents (2018: basic
loss of RMB2.30 cents) for the Reporting Period.

LIQUIDITY AND FINANCIAL RESOURCES

During the Reporting Period, the Group’s net cash inflow used in
operating activities amounted to RMB855.6 million (2018: RMB709.5
million), representing an increase of 20.6% year-on-year.

The Group's shareholders’ equity as at 30 June 2019 was RMB6,554.2
million (as at 31 December 2018: RMB6,445.3 million). As at 30 June
2019, the Group’s net gearing ratio (calculated as the net borrowings
divided by the shareholders’ equity, in which the net borrowings is the
total borrowings minus cash and cash equivalents) was 96.4% (as at
30 June 2018: 95.0%).

As at 30 June 2019, the Group's available and unutilized credit facilities
amounted to approximately RMB3,400.8 million (31 December 2018:
RMB4,954.7 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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MANAGEMENT DISCUSSION AND ANALYSIS
THEFWRR S

Interest-bearing Borrowings BERERX

As at 30 June 2019, the total interest-bearing debt was RMB6,919.5 201966 H30H - E R B BEH B R AR
million. 6,91958 &L °

30 June 31 December
2019 2018
2019 F 20184
6 A30H 12H31H
RMB’000 RMB’'000
AR TR AR T T
(Unaudited) (Audited)
(REEX) (& EZ)
Borrowings & =

Bank borrowings RITERK 5,716,714 4,437,502
Medium-term notes o HRZE i - 621,880
Other borrowing H b {8 3 1,202,798 1,001,111
Corporate bonds AL - 1,087,568
6,919,512 7,148,061

Carrying value repayable: EEEREE:
Within one year —F LA 2,823,805 4,401,668
Between one and two years —EWFNA 2,294,842 2,316,393
Between two and five years MERAFA 1,800,865 430,000

6,919,512 7,148,061
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MANAGEMENT DISCUSSION AND ANALYSIS
THEWRR S

Bank Borrowings RAT AR

HE2019F6 A30B L XMAA R BITHERD
F R R E I8 B0.45% E5.0% (H =2018F 6 A
308 1N A :045% F4.8%) °

The annual interest rate of the bank borrowings for the six months
ended 30 June 2019 varied from 0.45% to 5.0% (for the six months
ended 30 June 2018: 0.45% to 4.8%).

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

TRINFERMR TIATBEHRNERRERER

for the dates indicated below:

T8

30 June 31 December
2019 2018
2019 % 20184
6 A30H 12AH31H
RMB’000 RMB’'000
AR T AREBFT T
(Unaudited) (Audited)
(REEZ) (& EZ)
Type of borrowings & E R
Unsecured borrowings I 5,406,298 3,972,022
Secured borrowings BB AR 310,416 465,480
5,716,714 4,437,502
Carrying amount repayable: EEEZREE:
Within one year —FUR 1,621,007 1,691,109
Between one and two years —EWFNA 2,294,842 2,316,393
Between two and five years MERAFA 1,800,865 430,000
5,716,714 4,437,502
. i Eh
Other Borrowings H e fiE
Details as shown below: BRA T
30 June 31 December
2019 2018
20195 20184
6 H30H 12A31H
RMB’000 RMB’'000
ARE TR ARB T
(CLEUTIEL)) (Audited)
(REE®) (EEZ)
Carrying amounts payable: EERE SR :
Within one year —F R
- Borrowing from a financial institution — BB ER 50,076 =
- Borrowings from Mengniu Group —SFHEFRER 1,152,722 1,001,111

/]
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MANAGEMENT DISCUSSION AND ANALYSIS

On 26 February 2019, the Group entered into a loan contract with
a financial institution, pursuant to which the Group borrowed
RMB50,000,000 from the institution which will mature on 28 February
2020. The loan is unsecured and bears a fixed interest rate of 5.00%
per annum.

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. In September 2017, pursuant to the letter of comfort to certain
US$ loan, borrowing facilities of RMB1,000,000,000 was extended
to September 2020, and then further extended to September 2021
pursuant to the letter of comfort to certain HK$ loan in September 2018,
and the extension had no effect on the outstanding loan from Mengniu
Group. The outstanding borrowings of RMB1,001,128,000 at 30 June
2019 will mature within one year and bear interest at fixed rates from
4.002% to 4.785% per annum. The Group recognised interest expense
of RMB24,151,000 for the Reporting Period (2018: RMB24,406,000).

During the Reporting Period, the Group entered into several advance
payment agreements with Mengniu Group, pursuant to which, Mengniu
Group agreed to pay in advance RMB150,000,000 to the Group and the
advance payment is limited to be used in the Group’s dairy cow raising
business. The outstanding balance of RMB151,594,000 at 30 June 2019
will mature within one year and bear interest at fixed rate 4.800% per
annum. The Group recognised interest expenses of RMB2,871,000 for
the Reporting Period (2018: nil).

GROUP STRUCTURE AND CAPITAL STRUCTURE

Save for as disclosed in this interim report, during the Reporting Period,
there was no material change in the structure of the Group.

As at 30 June 2019, the number of issued ordinary shares of the
Company was 6,131,406,706 shares.

CONTINGENT LIABILITIES AND PLEDGE OF ASSETS

As at 30 June 2019, biological assets with carrying value of RMB885.8
million (as at 31 December 2018: RMB875.5 million) were pledged to
secure the Group's borrowings.

The Group did not have any significant contingent liabilities as at 30
June 2019.
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MANAGEMENT DISCUSSION AND ANALYSIS
THEWRR S

CAPITAL COMMITMENTS

As at 30 June 2019, the Group had a capital commitment of RMB29.1
million related to acquisition of property, plant and equipment (as at
31 December 2018: RMB7.8 million).

MATERIAL ACQUISITIONS AND DISPOSALS

For the Reporting Period, the Group had no material acquisitions or
disposal of subsidiaries or associates.

SIGNIFICANT INVESTMENTS

For the Reporting Period, the Group had no significant investments.

FUTURE PLANS FOR MATERIAL INVESTMENTS OR
CAPITAL ASSETS

The Group from time to time is exploring investment opportunities that
would benefit the shareholders of the Company as a whole. Except for
those disclosed elsewhere in this report, the Group does not have any
concrete plans for material investments and capital assets.

CONTINUING DISCLOSURE OBLIGATIONS
PURSUANT TO THE LISTING RULES

Save as other disclosed in this report, our Directors have confirmed that
as of 30 June 2019, there were no circumstances that would give rise to
a disclosure requirement under Rules 13.13 to 13.19 of the Listing Rules.

EVENTS AFTER THE REPORTING PERIOD

Except for those disclosed elsewhere in this report, no other material
events occurred after the end of the Reporting Period and up to the
date of this report.

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.

INTERIM REPORT 2019
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MANAGEMENT DISCUSSION AND ANALYSIS

Except for the bank borrowings that are 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.

HUMAN RESOURCES AND REMUNERATION OF
EMPLOYEES

The Group had 4,959 employees (as at 31 December 2018: 4,735) in
mainland China and Hong Kong as at 30 June 2019. Total staff costs
(including staff compensation capitalised to immature dairy cows) for
the Reporting Period were approximately RMB233.1 million (2018:
RMB212.4 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.

SOCIAL RESPONSIBILITY

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 stakeholders.

The Group is committed to improving the quality of its products by
providing consumers with a commitment to provide healthy, safe,
nutritious and high-quality dairy products. Meanwhile, adhering to the
principle of energy conservation and environmental protection, due to
the improvement of raw milk quality and processing technology, the
Group’s heat treatment temperature of pasteurized milk decreased by
5°C and heat treatment temperature of UHT milk decreased by 1°C,
achieving cost savings.
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MANAGEMENT DISCUSSION AND ANALYSIS
THEWRR S

The Group actively promotes the economic development of farms in
the surrounding areas and increases the income of local residents.
The Group actively implements the precise poverty alleviation policy,
responds to the call of poverty alleviation, and does a good job of
poverty alleviation in industry and society. Firstly, the contract of silage
planting was signed with local farmers in farm areas to reduce the
impact of natural disasters on crop harvest. At the same time, to solve
the local employment problem, the Group's farms provide multiple
jobs throughout the country, effectively alleviating the pressure of rural
surplus labor force and increasing the income of local farmers. The
Group also undertakes social responsibility and promotes local economic
development through measures such as direct donation of materials,
donation of money and visits to nursing homes.

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

PROSPECTS

2019 is the fifteenth year since the establishment of Modern Dairy.
The Group will, as always, continue to “take cattle as its foundation”,
adhere to the three lifelines of food safety, environmental protection
and epidemic prevention, and create advanced farms and produce high-
quality raw milk. We always stick to the development trend of farming
technology and management, make timely business adjustments,
streamline the production model of zero-distance integration, maintain
the leading position in the industry, and strive to build a leading brand
of raw milk production in China.

The Group strives to reduce financial leverage and financial costs by
optimizing asset structure and increasing production capacity. Through
participation in Mengniu’s procurement platform and overall synergy
effect, procurement costs will be effectively reduced. The Company also
expands more high-end products through its associate companies. With
New Hope’s equity participation in July this year, New Hope will become
the second largest strategic shareholder of the Company after Mengniu,
which will help further realize the strong combination of upstream and
downstream sectors and enhance the right to speak of the market.

The Group will adhere to improving milk yield, lowering costs, enhancing
efficiency, promoting synergies and creating brands. The Group will
promote the development of the industry, help the revitalization of the
dairy industry, continue to provide consumers with milk of the most
nutritional value, contribute the most solid strength to revitalize the
national dairy industry, and create the greatest value for shareholders
of the Group.

CHINA MODERN DAIRY HOLDINGS LTD.

INTERIM REPORT 2019

AEEEBTHVEMERSKCBERR BN
EHERBA - AKEREBEERERERR
EREKERA MUHTEKE HEHKE-&
o THEBEAEMREFRIIBTUREREAR
MO BRXNEHAUREDRENTE - RE
BREMABRERE AEENRSEEH
BHRHZEEL BERERENTKRSE DD
BAh - EmMEMREREA -AEEBUEERB
BYWE BESE KaEgzhEZESTA
AEHERT REEMECEER-

il

AEEMNHESETZE RIAFEE - ETH
T HeZRERBIEIRERELECHEIZE K
SE-EFEAUAAEARINES EZERED

MEAFBEZR DREAR RBELENEML-

R

i

RE

2019F RERBEKRIMNETRAAF - AE
B — A NGB BTREREL R RIR
ZEMPRLZE=ZGEWE  BIELEERS
SEBERBSRD RMABANBEEBETES
MERLREEERBE EARELILCEAE
BEEEN—BENEERNX REBEETESF
WELWAN  YBOATEPRRNEES — &
h& o

AEERNBBELCLEESABRREAER MU
BREMBERRVBERA BZL2ERFTOR
BYaRkERBWRMGE BAABMEERE
KA ARBMEBEBERANBREZ RN
ER - BEFFERAEFLANZER #HFE
BRBADBERT 2BRHE - KRB MER
R BBE - S ER L ET RO R R B
B IBBTMIGHEEE -

AEERERFEEE BRA BUE R
Al BlmE HETEER BANERE &
BAHBERHRALEEENT Y RIRE
RENEEBREBRENIE  REBRRAE
RAMEME-




REPORT OF THE DIRECTORS

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 2019 (the “Reporting Period”).

INTERIM DIVIDEND

The Board has resolved not to declare any interim dividend for the
Reporting Period (2018: Nil).

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

As at 30 June 2019, the interests and short positions of the Directors and
the chief 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:

Nature of interest

ERME

Name of Director

ESpR

Ms. GAO Lina®™ Interest in controlled corporation
S9:87 edun SIS E R
Beneficial owner
Em=FAA
Mr. HAN Chunlin Beneficial owner
BAEMEAE ExFEEA
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.

FERANEERERAR

LN o U £ e b bk (¢

EFERE

TERRRAKEZERBER2ATARADESS
([EFIRTEFENEUREETHES &
AAARLEEMBRR(ARNEE])EE2019F
6 A30BR L ANEAMAKREEZBAS MK &
®(ERBED -

THERE

EETQVESTRTMRAAERPEAOP RS
(20184 : &) o

EERFETBRAERRSG  -HH
BRORBSFNEZERKXR

M2019F6 A30R " ESFRARAETETHA
BREEESENBBEARARAARAFERE
BONBTHMETERBEOUTRG) RNArARE
BB EE(EEREBEAESTIEELFRBE
EH(TESRBAEEG])EXVE) KN HEBERKR®
kEHF HEREBEZS LK E KO F352%
BELTRARAGEMNZLMOESRAR
ERBELELTBITAZEFTETESFRHNZES
A([BRETFAUNENEARRATREEBRERS
FAERAR(BMRMDMEZRAXBENAT -

Approximate

Number of percentage of

Shares or shareholding
underlying Shares interest®
B 4 = IR
HERDHE BMABDHE®
221,581,733M 3.61%
38,378,476% 0.63%
23,968,120® 0.39%

B 3

(1) @& Z £ ¥ A Jinmu Holdings Co Ltd. ([Jinmul) £
49N% R - RBEFHERAEKRY ST
B ARinmufri5221,581, 733 M R A X ©
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(2)  This represents legal and beneficial interest of 9,101,560 Shares in the
Company, and 29,276,916 share options in underlying shares of the pre-
IPO management options (the “Management Options”) granted by the
Company.

(3) These represent legal and beneficial interest of 2,314,204 Shares 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.

(4) Based on 6,131,406,706 Shares in issue as at 30 June 2019.

INTEREST IN ASSOCIATED CORPORATION

Name of Director
EEnR

Mr. Lu Minfang®
[E B

Name of associated corporation

1B E & B

TERFIEFERQA

Mr. Zhang Ping
RFERED FRRFIEARADA
Mr. Zhao Jiejun®
HEEELED FEZFIEBRAA

Note:

(1) Mr. Lu Minfang, Mr. Zhang Ping and Mr. Zhao liejun 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. Zhao Jiejun is
the assistant vice president of Mengniu and the general manager of the
milk sources department of Mengniu. As at the date of this report, Mengniu
holds 60.76% of the issued share capital of the Company.

(2)  Basedon 3,930,767,196 Shares of China Mengniu Dairy Company Limited
in issue as at 30 June 2019.

Saved as disclosed above, as at 30 June 2019, 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.
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China Mengniu Dairy Company Limited

China Mengniu Dairy Company Limited

China Mengniu Dairy Company Limited

2) EERADAEAEREZE29,101,560 8% % 15 &
AARFBHEARAAREMEREEBRETE
1P FE AR 4 ) /O MR B8 A% 19 #R 29,276,916 BE AR #E -

(3) EHAFRESEE2,314204K 8 M kAR 7
At EREERENMERMRKRMP21,653916
MERE BRAFBEIERTXIRGERTE]
REBAAREERNEEEBERE] S -

(4) H 2019968308 B 3 17 #96,131,406,706 i%

Bty o
REBEIENES
Number of shares Approximate
in associated percentage of
corporation shareholdings
B A8 Bk L B /Y interest®
ROBE REBYBEI L
11,310,072 0.29%
2,595,159 0.07%
3,244,628 0.08%

(1) ESMEE RFEFEERBEELEHAEAR
AMERTES - ERRELEBTFRASFAE
ERARTERFDHNATESTFRBE - RF L
EARFHNERIGE BBREREAEFN
Bl x4 PRBecE - RARER S
SFEBEARARNAEBEITRA60.76% °

(2) ER2019F6A30BFBAEFIAEFERAAD
%% 17 #93,930,767,196 L A% 17 ©

B EXHTEE I M2019F6 308 EF
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS

As at 30 June 2019, the interests or short positions of substantial
shareholders, other than the Directors or the chief executives of the
Company and their respective associates, in the Shares, underlying
Shares and debentures of the Company or its associated corporations
(within the meaning of Part XV of the SFO), as recorded in the register
required to be maintained under Section 336 of the SFO were as follows:
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FTERRER

M2019F 6 A30H EERF(EERARAE
ZITHRABRBESESENBEABRINKRAEAA
AINEBABEIE(TEREFH B EKMEXV
)kt HEAROMRESFTHEBERERSH
M EEP F336KBELERNELMAERER
KEWMT

Percentage of
the Company’s
issued Share

Name of substantial Capital®
shareholders Capacity/Nature of interest Number of Shares HARNEE BT
TERFEER B/ il EERYAE BRABEDH®
China Mengniu Dairy Company Beneficial interest 1,317,903,000 (L)® 21.49%
Limited EakEs
FEELIEERA A Interest in controlled corporation 2,407,866,412 (L)@ 39.27%
542 5% B 1 2
Future Discovery Limited Beneficial interest 2,407,866,412 (L)@ 39.27%
Ea#n
Central Huijin Investment Ltd.  Interest in “other” capacity under Part XV of the SFO 363,903,000 (L) 5.94%
FRESKREEREMERA REZHFRBEGROAEXVBATEM] & 65 689,438,782 (S)1" 11.24%
HFAEOER
Interest in controlled corporation 325,535,782 (L) 5.31%
(through BOCI Financial Products Limited)
XEHEZERRERATRERSRERARDA)
Interest in controlled corporation 1,500,000 (L) 0.02%
(through Nam Tung (Macao) Investment Limited)
XEtliERR(EBRMBASTIREBRAD)
Bank of China Limited Interest in “other” capacity under Part XV of the SFO 363,903,000 (L) 5.94%
FRRTROARLDA BEEFRPEEHEIEXVEHATEM] 515 689,438,782 (S)1" 11.24%
FAENER
Interest in controlled corporation 325,535,782 (L) 5.31%
(through BOCI Financial Products Limited)
XEHEERZ(BATREFERERERAAF)
Interest in controlled corporation 1,500,000 (L) 0.02%

(through Nam Tung (Macao) Investment Limited)

REHNEZEEECERRMABEEREBRAR)
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Percentage of
the Company’s
issued Share

Name of substantial Capital®
shareholders Capacity/Nature of interest Number of Shares EERARE BT
TERFER 5/ EntE EERHAE ENE A
BOC International Holdings Interest in “other” capacity under Part XV of the SFO 363,903,000 (L) 5.94%
Limited BREBHFRBEROAEXVERTEM] & HHER 689,438,782 (S) 11.24%
Interest in controlled corporation 325,535,782 (L) 5.31%

(through BOCI Financial Products Limited)
XEHEZERER(ERTREEeREMEGRAF)

BOCI Financial Products Beneficial interest 325,535,782 (L) 5.31%
Limited ERER
FIREBSAMERBEMR DA Interest in “other” capacity under Part XV of the SFO 363,903,000 (L) 5.94%
BEBFRAEHRMNEXVIATEML] &7 689,438,782 (S)™ 11.24%
FAEOER
Notes: B 5
(1) Among which up to 689,438,782 shares of the Company have been lent to (1) H- Esi % 689,438,782 Ik &K ﬁj BOEBHERERSE
BOCI Financial Products Limited pursuant to a securities lending agreement ’f':(ﬂ;?% EFNETRERERERBRAAGE
dated 18 May 2017 entered into between Mengniu as lender and BOCI RERARTZLA ?ﬁﬁZOWﬁSH 18 B & & iR
Financial Products Limited as borrower. mEETHFRERERERER A -
(2)  The interests refer to the same parcel of underlying shares in the Company. ~ (2) & # # 1§ [ - Tﬂiﬁ A 7 18 B8 B’ 15 ° Future
Future Discovery Limited is the subsidiary of Mengniu. Discovery Limited 73 5 4F & [ff /& 22 @)
(3) Based on 6,131,406,706 Shares in issue as at 30 June 2019. (3) E 20199 6H30H B # 17 #96,131,406,706 %
& 15 o
(4)  (S) Indicates a short position. (4) S)E#%E -
(5) (L) Indicates a long position. (5) (LIELFE -

Save as disclosed above, the Company had not been notified of any ~ Fk £ 3BT # 8 & 51 - R 201966 A30H * A
other interests or short positions in the shares or underlying shares 7 ¥ T FER MG AR A B BITBRAS% KA
representing 5% or more of the issued share capital of the Company AR 3 SKAH B B {0 o B LR IR &8 55 Rk B &/ A%
or as recorded in the register required to be maintained under Section Bl 8336 KB & 0 X 17 & 1) & 50 fit W A0 (T (A
336 of the SFO as at 30 June 2019. S H AR -
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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:
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BEXRLAHRENEEEBRE

AARASBRL LI REEREERLEERE
B AT REIAERITERE R BB RE :

Number of underlying shares of the Company which may be
issued pursuant to the Management Options
BREEEEBERETEZTHNIAAEERSGEE

As at As at

1 January Granted Exercised Cancelled 30 June

2019 during the during the during the 2019

Name of grantee Date of grant 742019 F period period period A 2019 F

ERAKSR & B 58 1A18 Hr&Ed HRTE B =E 86 6 H30H

Ms. GAO Lina 31 October 2010 29,276,916 = = - 29,276,916
SEMLZ L 2010 10 A31H

Mr. HAN Chunlin 31 October 2010 21,653,916 - - - 21,653,916
BARMELE 2010410 A31H

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

SHARE AWARD SCHEMES

The Company operates a restricted share award scheme which was
adopted by the Company on 9 September 2016 (the “Share Award
Scheme 1”), and on 26 March 2018 the Company adopted a new share
award scheme (the “Share Award Scheme [1”) which shall remain
effective for ten years. The goal of the share award schemes are 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.

Under the Share Award Scheme |, a total of 35,969,000 ordinary shares
of the Company were purchased from open market by the trustee of the
scheme and were all granted as restricted shares to selected participants
of under the scheme (the “Awarded Shares”) in April 2017.

The Awarded Shares granted are subject to the terms and condition of
the 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 scheme and the grant notice.

TERABEZRARAR
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As the total contributed amount of the Share Award Scheme | has
reached its limit, the Company on 26 March 2018, adopted Share Award
Scheme II. For the avoidance of doubt, any restricted share granted prior
to 26 March 2018, 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.

During the Reporting Period, the trustee of the Share Award Scheme
Il, pursuant to its rules, purchased on the open market a total of
9,026,000 shares of the Company at a consideration of approximately
HK$10,169,000 (equivalent to RMB8,946,000). A total of 40,973,000
restricted Shares have been vested among which 10,592,774 shares were
retained by the trustee as a consideration for settlement of individual
income tax in mainland China on behalf of those grantees of vesting
shares during the Reporting Period. As at 30 June 2019, the trustee of
the Share Award Scheme | and Share Award Scheme Il has outstanding
restricted shares of 34,614,774 Shares, representing approximately
0.56% of the issued share capital of the Company.

For details of the Share Award Scheme I, 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 2019 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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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.
Two non-executive Directors were not able to attend the annual general
meeting of the Company held on 6 June 2019 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,
2019, 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 (Vice Chairman and Chief Executive
Officer) and Mr. HAN Chunlin (Chief Operation Officer), four non-
executive Directors, namely, Mr. LU Minfang (Chairman of the Board),
Mr. WOLHARDT Julian Juul, Mr. ZHANG Ping and Mr. ZHAO Jiejun, 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 enquiries
by the Company, all the Directors confirmed that they have complied
with the required standards set out in the Model Code throughout the
Reporting Period.
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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 Il, pursuant to the rules of the Share Award
Scheme Il, purchased on the open market a total of 9,026,000 shares
of the Company at a consideration of approximately HK$10,169,000
(equivalent to RMB8,946,000) for the six months ended 30 June 2019.

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 2018 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.

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.
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INVESTOR RELATIONS REEBR

The Company adopts a proactive policy in promoting investor relations 24~ 2 ] fR BU & & B % e #£ &% & & @ &
and communications. Regular meetings are held with institutional #® B & - R A A FETHHEHBEBEREE LK D
investors and financial analysts to ensure two-way communicationson & 2 #T B0 28 17 & & A B R 3t X 2 7 &
the Company’s performance and development. Investors are welcomed 3 R # R & F ¥ M B B A QX 7 B O
to send their enquiries to our investor relation at info@moderndairyir.com % & # % Hinfo@moderndairyir.com # A
or browse the Company’s website (http://www.moderndairyir.com)for M1 89 & & & @ R =k B B X 2 7 & 1

latest update information of the Group. (http://www.moderndairyir.com) B fi# 7N £ & &) &
MEREH-

On behalf of the Board REEZS

China Modern Dairy Holdings Ltd. PERRKEZRBRAA
Ms. GAO Lina Bl F - EEFE
Deputy Chairman, Chief Executive Officer and HITEE
Executive Director BEBzt
Hong Kong, 26 August 2019 HA 20198 H26H
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REPORT ON REVIEW OF CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

HRGEMERRERES

Deloitte.
ot )]

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 48 to 100,
which comprise the condensed consolidated statement of financial
position as of 30 June 2019 and the related condensed consolidated
statement of profit or loss and other comprehensive income, statement
of changes in equity and statement of cash flows for the six-month
period 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.

CHINA MODERN DAIRY HOLDINGS LTD.

INTERIM REPORT 2019

BREARRUEERERAANESE
(RESRSEMRINERA )
=

KMEEMFEISEZF 1008 ATH B IR R 4K
¥R ERARTERTDKENE QA F(H
BIESEEDNEHSEAUBEHREX EFEE
B E2019F6 A0 WA E M BMR K -
NEEBEZALEASNEANHBEREEGERZ R
H2HKaR BaxZHRERReRERR
ETHamE - BABMERIMERAFES
EHRARERETHAVBERREREFTE
PREBEGXRER S ENEEE EGMNE
BRetERE345% [P BRE] (BB g
ERAIZE345]) e BERARESFTHEBAERBERE
S ERFURERERZNLEEEGHEEG Y
BHRE - BMNETEREEHNERYLEE
PRReBRRELER URERMOBTE
ZEGKREREREZAN BETERSEGR M
TMEEMAZ BT 2R ARERNDMAEM
HMA+E FRKAEEMEE-

Jill3

= B %

EMERBEEGHMAERBOETEENE
BB F24105% [ 5 88 98 32 &2 200D ¥ o B3 Bt 7%
ERETEMIETEN T HF FHHEFHH
RAMBERREBIZANAEMBNEFEH
MABERER RERBOTIEMEMENRE
F-BHBEERINRETBRBENETH
ELEE WERMEBEIRE RMASAIZESR
EHRARERERNOMAERER - Bt &M
TERXRERER -




REPORT ON REVIEW OF CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

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

26 August 2019
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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
AlREeRaREM2EIER

For the six months ended 30 June 2019
#HZE2019F6 A30H 1L/~ @ 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 under expected
credit loss model, net of reversal

Selling and distribution costs

Administrative expenses

Share of profit of associates

Other gains and losses, net

Other expenses

Profit before finance costs and tax
Finance costs

Profit/(loss) before tax
Income tax expense

Profit/(loss) for the period

Other comprehensive income/
(expense):

Item that will not be reclassified to
profit or loss:

Fair value gain/(loss) on investments in
equity instruments at fair value
through other comprehensive income
("FVTOCI")

Other comprehensive income/(expense)
for the period (net of tax)

Total comprehensive income/(expense)
for the period

Profit/(loss) for the period
attributable to:
Owners of the Company
Non-controlling interests

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

Earnings/(loss) per share (RMB)
Basic
Diluted
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YA

RAE D FEF B
& AR

A E RN B R B
NFERE

AT R FEEHRIAT
HERARELNER
R RFE e R A E
B8 B KR 1) 16 #E 2R
o Raa: DR

H b A
EHEEERAERTRE
EENEREE
HERDHMAX

1T BB 2

F& {5 Bt & 2 =) g A

H o Yz B 5 18 0% FR

H fth 7 32

»
o

B AR K B R A g A
B % A 71, (&5 18)
CIRCE 3

B R0 A (8 18)
Htt2EE A (BAX) !

TEEHSERBEHNER

BRFEGFAEMEZEBADN
BETAREQAFERSE
(B8 (MR A FEFT AEAM
2HEKAD

BN E M2 ERA(FX)
($0 B B 18)

HAazEEA (BX)EHE

AT & 7T EEBAER,
(BR):
ZN/NEIESECIN
M

ATEFTEEHAZEKAS
(AR :
EN/NEIECE =N
FE 12 B 5

FREMN(BR)(ARK)
=N
B8

INTERIM REPORT 2019

Six months ended 30 June
HZ6H30B1LAEA

2019

2019

Notes RMB’000
B 5 ARE TR
(unaudited)
(REE®R)

4 2,570,133
6 (1,672,018)
(816,632)
(CER: VA )]

816,632

5 PARY: V)
14 108,021
(82,985)
(138,279)

12,284
6 (26,715)
(3.264)

6 358,253
7 (224,375)
133,878
8 (197)

133,681

131

131

133,812

124,859
8,822

133,681

124,988
8,824

133,812
10

2.05 cents &
2.05 cents &

2018
20184
RMB’'000
AR T T
(unaudited)
(REEZ)

2,468,250
(1,732,827)
(629,418)

(434,716)

629,418
34,321

(74,168)
(93,560)
(106,762)
6,335
(54,308)
(7,157)

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 7
(2.30) cents %




CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
EAGESMEBRAR

NON-CURRENT ASSETS

Property, plant and equipment
Right-of-use assets

Land use rights

Goodwill

Interest in associates

Equity instruments at FVTOCI

Biological assets

CURRENT ASSETS

Inventories

Trade and other receivables and
advanced payments

Land use rights

Derivative financial instruments

Pledged bank balances and
non-pledged bank deposits

Bank balances and cash

CURRENT LIABILITIES

Trade and other payables

Tax payable

Bank borrowings — due within
one year

Other borrowings

Medium-term notes

Corporate bonds

Lease liabilities

Derivative financial instruments

Contract liabilities

NET CURRENT LIABILITIES
TOTAL ASSETS LESS CURRENT

LIABILITIES

30 June

2019

2019 F

6 H30H

Notes RMB’000
B E AR TR
(OLETT )]

(REER)
kREBEE
M- BERZB 3,720,800
FREEE 11 312,094
4 Hb {F A A -
EES 1,398,589
p ) RN N 0 ] 192,060
BAFEFAEMEZE
WA R TE 2,639
EMEE 12 7,650,739
13,276,921
REBEE
FE 573,517
FEUE 5 B 3R I E b FE R
SRIE LA K B < 3R 13 841,791
4 Hb {F A A -
TEEMIA 15 59,055
EERRITEBR
RKEHRBITHER 118,839
RITHEBRRE 604,310
2,197,512
REEE
EAESEREEAMm
JE 1 5k 1E 16 1,486,136
FERFL 1A 246
WITER-R—FA
21| H#§ 17 1,621,007
HAth & K 18 1,202,798
FEIE R 19 =
NAEH 20 =
HEBE 8,974
TESBMIA 15 35,800
aHEE 216
4,355,177
REBEETFE (2,157,665)
BEERRBEES
11,119,256
FERABELERARAR

LN o U 2O e N~k (¢

At 30 June 2019
201996 A30H

31 December
2018
20184
12A31H
RMB’'000
AR T T
(audited)
(EER)

3,920,685
117,220
1,398,589
180,913

2,508
7,717,113

13,337,028

978,508

781,173
4,002
80,424

61,355
703,039

2,608,501

2,072,363
322

1,691,109
1,001,111

621,880
1,087,568

17,729
232

6,492,314

(3,883,813)

9,453,215

2019 AR EIRE




CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

HHFESMBRAE
At 30 June 2019
#201946 A30H

CAPITAL AND RESERVES EAXRFEE
Share capital [N
Share premium and reserves % 4 % (B & f#
Equity attributable to owners of RARBHEAEEER
the Company
Non-controlling interests I 15 B A =
TOTAL EQUITY 4R 2
NON-CURRENT LIABILITIES ERBEE
Bank borrowings — due after one year RITER - R —FEEHE
Lease liabilities HEBE
Deferred income iIE IE A

The consolidated financial statements on pages 48 to 100 were approved
and authorised for issue by the board of directors on 26 August 2019
and are signed on its behalf by:

LU Minfang
E 8B

Director

EF

CHINA MODERN DAIRY HOLDINGS LTD. INTERIM REPORT 2019

Notes

B 5E

21

17

30 June
2019
2019 F

6 H30H
RMB’000
ARE TR
(OLETT )]
(R E®)

526,058
6,028,153

6,554,211
117,271

6,671,482

4,095,707
200,892
151,175

4,447,774
11,119,256

GAO Lina

= E W
Director

EFE

31 December
2018
20184
12A31H
RMB’'000
AR T T
(audited)
(EER)

526,058
5,919,237

6,445,295
108,838

6,554,133

2,746,393

152,689

2,899,082

9,453,215

BN EAISEI00E MR A B 15 R KR MN2019F8
AR EESH ERBRETBIRRES




CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

At 1 January 2018 (audited)

Loss for the period

Other comprehensive expense
for the period

Total comprehensive expense
for the period

Share purchase for the Share
Award Schemes (Note 22(b))
Recognition of equity-settled
share-based payment (Note 22(b))

At 30 June 2018 (unaudited)

At 31 December 2018 (audited)

Adjustment (Note 3)

At 1 January 2019 (restated)

Profit for the period

Other comprehensive income
for the period

Total comprehensive income
for the period

Share purchase for the Share
Award Schemes (Note 22(b))

Recognition of equity-settled
share-based payment
(Note 22(h))

Reversal due to vesting of award
shares (Note 22(b))

At 30 June 2019 (unaudited)

R2018E1 A1 B (EEH)
BhEE
BhEp2ERY

InEERXAE

SROZBH DR
BE(HE20)
BARRELENRA
A f 8 3 (B 3 2200)
#201856A30H
(REER)

H2018512 8318
(m%7)

BE(W3)
R019%1 A1 R (EEF)
BREFH
HREMZERA

EESEON £

SRGEBHEAORL
BE (W20

BRRRELENRA
FA 3 2200)

REBRAGENEE
(B 22(b)

#201956A30R
(REER)

FlRESESEER

For the six months ended 30 June 2019

B ZE2019F6 A30R (L7518 A
Attributable to owners of the Company
ARAEEAER
Shares
held under
Share Share  the Share Non-
Share Share Other  options award Award FVTOCI  Retained controlling
capital  premium  reserve  reserve reserve Schemes reserve  earnings  Sub-total  interests Total
Rf%R RAVE

Bx Kl
RMB'000  RMB'000

HHET A

BRE Bft  FEEN  At2E
AttRE  BE  XRES® Bt UARE RERA hit FEREE A
RMB'000  RMBOOD  RMB00D  RMBOOO  RMB'000  RMBOOO  RMB'000  RMBOOD  RMB'000

ARETRLARBTR ARRTR ARETR ARETR ARBTR AR%TR ARETR ARETR ARETR AR%TR

(Note 22(b)) ~ (Note 22(h))
(W&E2m)  (FE20)

526,058 4,641,006

979,953 5,286 14,517 (62,137)  (12,021) 874695 6967417 119,352 7,086,769
= = = = - (1402500 (140,250) (2,761)  (143,011)

= = = = (8,708) = (8,708) (162)  (8,870)

= = = = (8,708)  (140,250)  (148,958) (2,923)  (151,881)

= = = (23,583) = = (23,583) - (23583)

= = 2,19 = = = 2,795 = 2,795

526,058 4,641,066

526,058 4,641,066

526,058 4,641,066

526,058 4,641,066

979,953 734,445 6,797,671 116,429 6,914,100

979,953 (85,720)  (23,118) 378,607 6,445,295 108,838 6,554,133
= = = (21,039 (21,039 (391)  (21.430)

979,953 (85,720)  (23,118) 357,568  6,424256 108447 6,532,703
- - - 124859 124859 8822 133,681

129 129 2 131

124859 124,988 8,824 133812

(19,668) (19,668) - (19,668)

24,635 24,635 - 463

(43,806) 59,835 (16,029)

979,953 3,99 (45,553)  (22,989) 466,398 6,554,211 117211 6,671,482
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

Fﬁﬂﬂﬁéﬁﬁultgi

For the six months ended 30 June 2019
#HZE2019F6 A30H 1L/~ @ A

Net cash generated from operating activities #& & E & FT/5H € /F 58

Net cash used in investing activities KEZHAARESFE
Purchases of property, plant and equipment AW ¥ - BB & & #E
Payments for right-of-use assets FREEENRK
Investment in an equity instrument EaTEAERE
Additions in biological assets EYMEERE
Additions in pledged bank balances 2 E IR 1T 4 &R N
Release of pledged bank balances B & IR 1T 4 R R R
Addition in non-pledged bank deposits RE|E B BB = E A A &K R

with original maturity of more than R 1T 17 335 hn

three months
Release of non-pledged bank deposits

JRBHI A AR B = A A K

with original maturity of more than RAT1F R R
three months
Proceeds from disposal of dairy cows HEILFRERE
Interest received B U B F) S
Government grants received B & BB AT # A
Proceeds from disposal of subsidiaries HEM B QR S RIE
Proceeds from disposal of property, HEWE - BE MEH Ffr B
plant and equipment RIE
Net cash used in financing activities MEEEFTAR S F5E
Interest paid =RREIRE

New borrowings raised
Repayment of borrowings
Repayment of medium-term notes
Repayment of corporate bonds
Payment of transaction cost for

bank borrowings
Proceeds from other borrowings
Repayment of other borrowings
Repayments of leases liabilities
Payment for repurchase of ordinary shares

%ﬁ*‘ﬁfa%\

& BB A

':F‘HHMTEAM 2R IA
NEEHFERRE

XN RITERNR SRR

BEE %HQE’JHM

ReRBASSEMRDFR
RITATENRERREEFEY

Net decrease in cash and cash equivalents
Cash and cash equivalents at 1 January

Cash and cash equivalents at 30 June,

represented by cash and bank balances NIRe RRITERZT

CHINA MODERN DAIRY HOLDINGS LTD. INTERIM REPORT 2019

ReAAMRERFEEEY

Six months ended 30 June
BZ6H308 1L<@A

2019
2019
RMB’000
ARE TR
(OLETT )]
(REEX)

855,571

(146,598)
(95)
(582,398)
(71,673)
14,189

260,498
5,668
7,900

8,061
(504,448)

(210,841)
2,682,181
(1,425,020)

(600,000)
(1,050,000)

(23,752)
1,345,250
(1,145,250)
(13,474)

(8,946)

(449,852)

(98,729)
703,039

604,310

2018
2018 4F
RMB’'000
AR T T
(unaudited)
(REEXR)

709,470

(269,648)
(1,100)
(540,344)
(61,128)
65,705

(39,699)

15,000
319,117
6,472
13,909
(91,560)

13,460

(569,816)

(245,796)
1,940,627

(609,843)

(1,200,000)

1,061,000
(1,072,325)

(23,583)

(149,920)

(10,266)
666,519

656,253




GENERAL

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 2019,
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”).

BASIS OF PREPARATION OF THE
CONSOLIDATED FINANCIAL STATEMENTS

In preparation of the condensed consolidated financial statements
for the six months ended 30 June 2019, the directors of the
Company (the “Directors”) have given careful consideration to
the future liquidity of the Group in light of the fact that the
Group's current liabilities exceeded its total current assets by
RMB2,157,665,000 (31 December 2018: RMB3,883,813,000).
Having considered the available credit facilities of approximately
RMB3,400,839,000 which remains unutilised as at 30 June 2019,
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. These facilities include a facility of RMB500,000,000 from
Inner Mongolia Mengniu Dairy (Group) Company Limited (“Inner
Mongolia Mengniu”) expiring in May 2020 (Note 24(d)), and the
remaining facilities are from banks. Accordingly, the condensed
consolidated financial statements have been prepared on a going
concern basis.

FERANEERERAR
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

EA R & MW R

For the six months ended 30 June 2019
HZE201946A308 L/~ @ A

—REHR

PEBRAREERARQAATARAADS
—BERAR HRHK2010F11 A26H
EEBBMERGMARLG(TERM E
R £ T o AN A B &) & it 3 = 5E 2 X Maples
Corporate Services Limited, PO Box 309,
Ugland House, Grand Cayman, KYI-1104,
Cayman Islands ° AN 22 7] & 2 4 2 4 2 Bl iz
RAZEARKXMBI(FE]DZHE SR
AR B B fig B % 1= - 7201956 A30H -
FREERFIEERAAIERFDRESLE
WMEBARKXRBEAARADAD ETRAN
60.76% °

ARBMEBXRBRREZER  MHEK B
RENEERELEERBEFH - ARA
REMBARR TXHRBAEHE -

HRGEEMBERRAARETAREDS
B ZEEARNAEEIENERRZLE
ENETEEERR(HEEE] -

REMBRRNEREE

£ iR EE £22019F6 A308 (E /N A &
BHAGATEREE ERNAEEM
RBEBEEBLERDEERLEBEARE
2,157,665,0007C (201812 A31H : A R
#3,883,813,0007T) AR A ES(EE))
EEREZEAEBMNRREARBESMMA -
LEEP2019F6 A0BM A HEBBEE
B & # A R #3,400,839,0007T I &< &) A -
EEEM RURBKBR AEBBEHAR
MHETEHHENSEHEEFENIE-
ZEREBRERERNEHERFILE(EE)
BOHEBERARAITATEEFDBARE
500,000,000 7t &t & (202045 A f& jim) (Fff 5
24(d)) - FIA BB R BR1T - At - AL
AUBRERBEHELCERELERS -

2019 AR EIRE



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BRI RME

For the six months ended 30 June 2019
HZE2019F6 A30H L/~ A A

2.

BASIS OF PREPARATION OF THE
CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

The condensed consolidated financial statements of the Group
have been prepared in accordance with International Accounting
Standard 34 Interim Financial Reporting (“1AS 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; (ii)
derivative financial instruments, which are measured at fair value;
and (iii) equity instruments at FVTOCI, which are measured at fair
value at the end of each Reporting Period.

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 2019 are the same
as those presented in the Group’s annual financial statements for
the year ended 31 December 2018.

CHINA MODERN DAIRY HOLDINGS LTD. INTERIM REPORT 2019
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
G S MR RN

For the six months ended 30 June 2019
EHZE2019%6 A30H L/~ A

3. PRINCIPAL ACCOUNTING POLICIES (Continued) 3. FESTHE®R)

Application of new and amendments to IFRSs ERAFAIRKEITEBRYBRE
s
In the current interim period, the Group has applied, for the RAFHEBEHE AEEEEXERBULTH
first time, the following new and amendments to IFRSs issued BestERIBESEMILN2019F 14
by the IASB which are mandatory effective for the annual period 1B 32 & iR FE B oR 5 & e
beginning on or after 1 January 2019 for the preparation of the TR EIEET BB RS ER . RS A
Group’s condensed consolidated financial statements: EEEHLKE P ERE
IFRS 16 Leases BB ERERERN BE
165
IFRIC 23 Uncertainty over Income Tax B ERERE FERMIARTHR
Treatments EE€$23% e
Amendments to IFRS 9 Prepayment Features with Negative R EREER EBEE5aBERIE
Compensation FEIREIEF] BN
Amendments to IAS 19 Plan Amendment, Curtailment or B & =t o B H BB ET R S
Settlement F195E BB FT & 8
Amendments to IAS 28 Long-term Interests in Associates R & = % B REE AT RE %
and Joint Ventures F 285 BB ET ENHRBAER
Amendments to IFRSs Annual Improvements to IFRSs = B F& 3R 45 4 8| R B 7% 3R &5 2 B
2015-2017 Cycle B ET FE N
(2015F &
2017 % 18 59)
Except as described below, the application of the new and BT ATt & AN - R AR HA R R R T AT R AR
amendments to IFRSs in the current period has had no material BITEEMERELENTBRERNERRNE
impact on the Group's financial positions and performance for the AR AR BRI RERE R IR
current and prior periods and/or on the disclosures set out in these I EERESVBRRAMEA A BEEENX
condensed consolidated financial statements. BEATE-
3.1 Impacts and changes in accounting policies of 31 REBEMBEREEINFEI6HHE
application on IFRS 16 Leases EEASHBRENEERED
The Group has applied IFRS 16 for the first time in the current AEEERAF RS RERBRR
interim period. IFRS 16 superseded IAS 17 Leases (“IAS 17"), MEREENE16 BERUVBRE
and the related interpretations. ERF16H MR EE S ERFE17

SFHE(BERgERFE175%]) R
-

RERAKEERERARA 2019 PHRE

LN o U £ ke e N i g



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BRI RME

For the six months ended 30 June 2019
HZE2019F6 A30H L/~ A A

3. PRINCIPAL ACCOUNTING POLICIES (Continued) 3. FESTHE®R)

3.1 Impacts and changes in accounting policies of 31 REBRMBEREENF165HE

application on IFRS 16 Leases (Continued) EEFAETBENRERED
(%)

3.1.1 Key changes in accounting policies resulting from 3.1 FE B B BR BF 7% 3R &5 % Al 516 5%

application of IFRS 16

The Group applied the following accounting policies in
accordance with the transition provisions of IFRS 16.

Definition of a lease

A contract is, or contains, a lease if the contract conveys
the right to control the use of an identified asset for a
period of time in exchange for consideration.

For contracts entered into or modified on or after the
date of initial application, the Group assesses whether
a contract is or contains a lease based on the definition
under IFRS 16 at inception or modification date. Such
contract will not be reassessed unless the terms and
conditions of the contract are subsequently changed.

As a lessee
Allocation of consideration to components of a contract

For a contract that contains a lease component and one
or more additional lease or non-lease components, the
Group allocates the consideration in the contract to each
lease component on the basis of the relative stand-alone
price of the lease component and the aggregate stand-
alone price of the non-lease components.

The Group applies practical expedient not to separate
non-lease components from lease component, and
instead account for the lease component and any
associated non-lease components as a single lease
component.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
G S MR RN

For the six months ended 30 June 2019
EHZE2019%6 A30H L/~ A

3. PRINCIPAL ACCOUNTING POLICIES (Continued) 3. FESTHE®R)

3.1 BEBIBRE KR EERF165% H
EEASHBEENEERETH

3.1 Impacts and changes in accounting policies of
application on IFRS 16 Leases (Continued)

3.1.1 Key changes in accounting policies resulting from

application of IFRS 16 (Continued)
As a lessee (Continued)
Short-term leases

The Group applies the short-term lease recognition
exemption to leases of motor vehicles, machinery and
equipment and buildings that have a lease term of 12
months or less from the commencement date and do
not contain a purchase option. Lease payments on short-
term leases are recognised as expense on a straight-line
basis over the lease term.

Right-of-use assets

Except for short-term leases, the Group recognises
right-of-use assets at the commencement date of the
lease (i.e. the date the underlying asset is available for
use). Right-of-use assets are measured at cost, less any
accumulated depreciation and impairment losses, and
adjusted for any remeasurement of lease liabilities.

The cost of right-of-use asset includes:

the amount of the initial measurement of the lease
liability;

any lease payments made at or before the
commencement date, less any lease incentives
received;

any initial direct costs incurred by the Group; and

an estimate of costs to be incurred by the Group
in dismantling and removing the underlying assets,
restoring the site on which it is located or restoring
the underlying asset to the condition required by
the terms and conditions of the lease.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BRI RME

For the six months ended 30 June 2019
HZE2019F6 A30H L/~ A A

3. PRINCIPAL ACCOUNTING POLICIES (Continued) 3. FESTHE®R)

3.1 Impacts and changes in accounting policies of 31 REBRMBEREENF165HE
application on IFRS 16 Leases (Continued) EEFAETBENRERED
(&)
3.1.1 Key changes in accounting policies resulting from 3.1 FE B B BR BF 7% 3R &5 % Al 516 5%
application of IFRS 16 (Continued) EyNETHEERES(E)
As a lessee (Continued) fEREHA (&)
Right-of-use assets (Continued) CREEEE)

Right-of-use assets in which the Group is reasonably
certain to obtain ownership of the underlying leased
assets at the end of the lease term is depreciated from
commencement date to the end of the useful life.
Otherwise, right-of-use assets are depreciated on a
straight-line basis over the shorter of its estimated useful
life and the lease term.

The Group presents right-of-use assets as a separate line
item on the consolidated statement of financial position.

Refundable rental deposits

Refundable rental deposits paid are accounted under
IFRS 9 Financial Instruments (“IFRS 9”) and initially
measured at fair value. Adjustments to fair value at
initial recognition are considered as additional lease
payments and included in the cost of right-of-use assets.

Lease liabilities

At the commencement date of a lease, the Group
recognizes and measures the lease liability at the present
value of lease payments that are unpaid at that date.
In calculating the present value of lease payments, the
Group uses the incremental borrowing rate at the lease
commencement date if the interest rate implicit in the
lease is not readily determinable.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
G S MR RN

For the six months ended 30 June 2019
EHZE2019%6 A30H L/~ A

3. PRINCIPAL ACCOUNTING POLICIES (Continued) 3. TEEFHEHR®

3.1 BEBIBRE KR EERF165% H
EEFAESHBRENEERET

3.1 Impacts and changes in accounting policies of
application on IFRS 16 Leases (Continued)

3.1.1 Key changes in accounting policies resulting from

application of IFRS 16 (Continued)
As a lessee (Continued)
Lease liabilities (Continued)

The lease payments include:
e fixed payments (including in-substance fixed
payments) less any lease incentives receivable;

variable lease payments that depend on an index
or a rate; and

payments of penalties for terminating a lease, if
the lease term reflects the Group exercising the
option to terminate.

Variable lease payments that reflect changes in market
rental rates are initially measured using the market
rental rates as at the commencement date. Variable
lease payments that do not depend on an index or a rate
are not included in the measurement of lease liabilities
and right-of-use assets, and are recognised as expense in
the period on which the event or condition that triggers
the payment occurs.

After the commencement date, lease liabilities are
adjusted by interest accretion and lease payments.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BRI RME

For the six months ended 30 June 2019
HZE2019F6 A30H L/~ A A

3. PRINCIPAL ACCOUNTING POLICIES (Continued) 3. FESTHE®R)

3.1 Impacts and changes in accounting policies of 31 REBRMBEREENF165HE
application on IFRS 16 Leases (Continued) EEFAETBENRERED
(#&)

3.1.1 Key changes in accounting policies resulting from 3.1 FE B B BR BF 7% 3R &5 % Al 516 5%
application of IFRS 16 (Continued) EyNETHEERES(E)
As a lessee (Continued) ERAMA(B)

Lease liabilities (Continued) HEAKE)

The Group remeasures lease liabilities (and makes a RTIBERT AEBEHT=

corresponding adjustment to the related right-of-use HEBBR(THBEHENERREERE

assets) whenever: EETHERE):

e the lease term has changed or there is a change in e MHHEEMEDHHTHEEER
the assessment of exercise of a purchase option, in EREMOFHEEEL EZ
which case the related lease liability is remeasured BEAT HEBEAEES
by discounting the revised lease payments using a ERAEMRTHEALEITM
revised discount rate at the date of reassessment. WEBPRLETHENKM

BT E-

e the lease payments change due to changes in s HEMNFEAMSHEHETLE
market rental rates following a market rent B EENEEEHMmE M
review, in which cases the related lease liability g -EZBRAT HEMR
is remeasured by discounting the revised lease EEEERFERAVKARX
payments using the initial discount rate. AR KB HEN M ERH

AE

Lease modifications HEBE

The Group accounts for a lease modification as a WMERUATER AEBEEHE

separate lease if: WERIIER—EEBHE AR

e the modification increases the scope of the lease e ZEBFTFEBIEM-IENXEZIA
by adding the right to use one or more underlying HMEEENERBENMEX
assets; and HEHE: &

e the consideration for the leases increases by an e MHERBEMNWESHEMHEERN
amount commensurate with the stand-alone price EAGEEHENEFERL
for the increase in scope and any appropriate MEUARBMEFEESEANER
adjustments to that stand-alone price to reflect HEBERETNEMNEE
the circumstances of the particular contract. B o
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

3. PRINCIPAL ACCOUNTING POLICIES (Continued)

3.1 Impacts and changes in accounting policies of
application on IFRS 16 Leases (Continued)

3.1.1 Key changes in accounting policies resulting from

application of IFRS 16 (Continued)
As a lessee (Continued)
Lease modifications (Continued)

For a lease modification that is not accounted for
as a separate lease, the Group remeasures the lease
liability based on the lease term of the modified lease by
discounting the revised lease payments using a revised
discount rate at the effective date of the modification.

Taxation

For the purposes of measuring deferred tax for leasing
transactions in which the Group recognises the right-of-
use assets and the related lease liabilities, the Group first
determines whether the tax deductions are attributable
to the right-of-use assets or the lease liabilities.

For leasing transactions in which the tax deductions are
attributable to the lease liabilities, the Group applies
IAS 12 Income Taxes Income Taxes requirements to the
leasing transaction as a whole. Temporary differences
relating to right-of-use assets and lease liabilities are
not recognised if the temporary difference that affects
neither the taxable profit nor the accounting profit.

LN o U £ ke e N i g

AR eMERRME

For the six months ended 30 June 2019
EHZE2019%6 A30H L/~ A

3. TEEHHBEE

3.1 BEBIBRE KR EERF165% H
EEASHBEENEERETH

(%)

3N FE A EBR BF 75 3R &5 % Bl 51657
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BRI RME

For the six months ended 30 June 2019
HZE2019F6 A30H L/~ A A

3. PRINCIPAL ACCOUNTING POLICIES (Continued) 3. TEEFHEHR®

3.1 Impacts and changes in accounting policies of 31 REBRMBEREENF165HE
application on IFRS 16 Leases (Continued) EEFAETBENRERED
(#&)
3.1.2 Transition and summary of effects arising from 32N ERERYBREERSE
initial application of IFRS 16 6HEELENBERYESE
Definition of a lease HE®TEZE

The Group has elected the practical expedient to apply
IFRS 16 to contracts that were previously identified as
leases applying IAS 17 and IFRIC 4 Determining whether
an Arrangement contains a Lease and not apply this
standard to contracts that were not previously identified
as containing a lease. Therefore, the Group has not
reassessed contracts which already existed prior to the
date of initial application.

For contracts entered into or modified on or after 1
January 2019, the Group applies the definition of a lease
in accordance with the requirements set out in IFRS 16
in assessing whether a contract contains a lease.

As a lessee

The Group has applied IFRS 16 retrospectively with
the cumulative effect recognised at the date of initial
application, 1 January 2019. Any difference at the
date of initial application is recognised in the opening
retained earnings and comparative information has not
been restated.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

3. PRINCIPAL ACCOUNTING POLICIES (Continued)

3.1 Impacts and changes in accounting policies of
application on IFRS 16 Leases (Continued)

3.1.2 Transition and summary of effects arising from
initial application of IFRS 16 (Continued)

As a lessee (Continued)

When applying the modified retrospective approach
under IFRS 16 at transition, the Group applied the
following practical expedients to leases previously
classified as operating leases under IAS 17, on lease
by-lease basis, to the extent relevant to the respective
lease contracts:

relied on the assessment of whether leases are
onerous by applying IAS 37 Provisions, Contingent
Liabilities and Contingent Assets as an alternative
of impairment review;

i. elected not to recognise right-of-use assets and
lease liabilities for leases with lease term ends
within 12 months of the date of initial application;

iii. excluded initial direct costs from measuring the
right-of-use assets at the date of initial application;

iv. applied a single discount rate to a portfolio of
leases with a similar remaining terms for similar
class of underlying assets in similar economic
environment. Specifically, discount rate for certain
leases of machinery and equipment in the People’s
Republic of China was determined on a portfolio
basis; and

O o U O ke D ik 14

AR eMERRME

For the six months ended 30 June 2019
EHZE2019%6 A30H L/~ A

3. TEEHHBEE

3.1 BEBIBRE KR EERF165% H
EEASHBEENEERETH

(%)

BI2ASERERMBERELENSE
1I6RELENBERSEHREE)

1EmABNA(E)
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

AG e MBS E RN

For the six months ended 30 June 2019
HZE2019F6 A30H L/~ A A

3. PRINCIPAL ACCOUNTING POLICIES (Continued)

3.1 Impacts and changes in accounting policies of
application on IFRS 16 Leases (Continued)

3.1.2 Transition and summary of effects arising from
initial application of IFRS 16 (Continued)

As a lessee (Continued)

On transition, the Group has made the following
adjustments upon application of IFRS 16:

As at 1 January 2019, the Group recognised additional
lease liabilities and measured right-of-use assets at
the carrying amounts as if IFRS 16 had been applied
since commencement dates, but discounted using the
incremental borrowing rates of the relevant group
entities at the date of initial application by applying
IFRS 16.C8(b)(i) transition.

When recognising the lease liabilities for leases previously
classified as operating leases, the Group has applied
incremental borrowing rates of the relevant group
entities at the date of initial application. The weighted
average incremental borrowing rates applied by the
relevant group entities range from 5.13% to 5.20%.

3. TEEHHBEE

3.1 BEBIBRE KR EERF165% H
EEASHBEENEERETH

(%)

BI2ASERERMBERELENSE
1I6RELENBERSEHREE)

1EmABNA(E)

ROBIE R K R R
B 75 9 5 % R E 165k & 1 i
T

R2019F 1 A1 A BZER
ERRBHINHEEAERFZER
BEAE WMWEMRKBBBAEEE
FABI R B 7% & 2E BB 165% - ME
FERR B FBR B 15 3R 5 £ Rl B 1698
C8b)NBE - NBE REMRBBEFE
AR & B B EAIE S ERF X
AL 38 o

RERENSDBEAKEHEENHA
EEER AEKEEERVFER
FHERAAESEEENIEERE
KA E - FHRA B E 8 AT E A
BRYOREERMNFTEEN T
5.13% £5.20% °

At 1 January 2019
MR2019F1818

RMB’'000

ARB T

Lease liabilities HEARE 209,125
Analysed as DT B

Current & 18,421

Non-current FE 7T & 190,704

Note: The lease liabilities as at 1 January 2019 have included
the operating lease commitments disclosed as at 31
December 2018; included the leases for lands at variable
lease payments that depend on index, measured using the
index at the commencement date; and excluded short-
term leases. They are discounted at relevant incremental
borrowing rates.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

3. PRINCIPAL ACCOUNTING POLICIES (Continued)

3.1 Impacts and changes in accounting policies of
application on IFRS 16 Leases (Continued)

3.1.2 Transition and summary of effects arising from
initial application of IFRS 16 (Continued)
As a lessee (Continued)

The carrying amount of right-of-use assets as at 1
January 2019 comprises the following:

AR eMERRME

For the six months ended 30 June 2019
EHZE2019%6 A30H L/~ A

3. FESHBE®E)
3.1 BEBIBRE KR EERF165% H
EREASTBRENEERE T

(&)

BI2ASERERMBERELENSE
1I6RELENBERSEHREE)

1EmABNA(E)

R2019F 1 A1E M EREEE
BREMENDT :

Right-of-use assets

FHEEE
RMB’'000
AR T
Right-of-use assets relating to operating B e A OB B B S 3R 5 ZE R
leases recognised upon application of Fl6HERRAKLEHE
IFRS 16 HEHEREEE 187,695
Reclassified from land use rights (Note) B i AEE o B 121,222
Reclassified from trade and other receivables BHIEWE SRR E i E W E
and advanced payments LWRBNREBEHHE 193
309,110
By class: RE R
Leasehold lands HE L 265,178
Machinery and equipment e & 5% 43,932
309,110

Note: Upfront payments for leasehold lands in the PRC were
classified as land use rights as at 31 December 2018.
Upon application of IFRS 16, the current and non-current
portion of land use rights amounting to RMB4,002,000
and RMB117,220,000 respectively were reclassified to
right-of-use assets.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BRI RME

For the six months ended 30 June 2019
HZE2019F6 A30H L/~ A A

3. PRINCIPAL ACCOUNTING POLICIES (Continued) 3. TEEFHEHR®

3.1 Impacts and changes in accounting policies of 31 REBRMBEREENF165HE
application on IFRS 16 Leases (Continued) EEFAETBENRERED
(&)

3.1.2 Transition and summary of effects arising from 32N ERERYBREERSE
initial application of IFRS 16 (Continued) 1 HREENBERFEME(E)

As a lessee (Continued) ERAMA(B)
The following table summarises the impact of transition T R BE At R = BB B g iR s A
to IFRS 16 on retained earnings at 1 January 2019. Al 1658 ¥ ®2019F 1 A18 R

BRENNTE-

Impact of adopting
IFRS 16 at

1 January 2019
MR2019F1818

4 B BB B %
R & % Al
FI6 RN E
RMB’'000
AR T T
Retained earnings: REBRH :
Impact under modified retrospective approach 7201941 81 B & & 5T & ¥ %
at 1 January 2019 HTIw2 21,039
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
G S MR RN

For the six months ended 30 June 2019
EHZE2019%6 A30H L/~ A

3. PRINCIPAL ACCOUNTING POLICIES (Continued) 3. FESTHE®R)
3.1 BEBIBRE KR EERF165% H
EERASTBRENEERET

(%)

3.1 Impacts and changes in accounting policies of
application on IFRS 16 Leases (Continued)

BI2ASERERMBERELENSE
1I6RELENBERSEHREE)

3.1.2 Transition and summary of effects arising from
initial application of IFRS 16 (Continued)
As a lessee (Continued) EBATA (&)
LA B R2019F1 818 # /4 A
RAEMBRARERODEEED
THAE-FEEPYEZERF

The following adjustments were made to the amounts
recognised in the condensed consolidated statement of
financial position at 1 January 2019. Line items that were

not affected by the changes have not been included. BIEENR -
Carrying Carrying
amounts amounts
previously under
reported at IFRS 16 at
31 December 1 January
2018 Adjustments 2019
A 2019F
FER e 1818
2018 F 1B 15 B R
128318 B 8|S
BEN ZA%E165
fRHE E A W BR E &
RMB’'000 RMB’'000 RMB’'000
ARETT AR®FTT ARBTRT
Non-current Assets *RBEE
Land use rights =+ b {F B A 117,220 (117,220) =
Right-of-use assets FRHEEE = 309,110 309,110
Current Assets REEE
Land use rights T A 4,002 (4,002) =
Trade and other receivables and BWKE SERK
advanced payments E e W IR DA K
R @] 781,173 (193) 780,980
Capital and Reserves EXRHEE
Retained earnings REBAF (378,607) 21,039 (357,568)
Non-controlling interests FE I A% M = (108,838) 391 (108,447)
Current Liabilities REAE
Lease liabilities HEAE = (18,421) (18,421)
Non-current liabilities FERBAEB
Lease liabilities HEaE - (190,704) (190,704)

FERANEERERAR

2019 AR EIRE
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BRI RME

For the six months ended 30 June 2019
HZE2019F6 A30H L/~ A A

3. PRINCIPAL ACCOUNTING POLICIES (Continued) 3. FEEFER®E

3.1 Impacts and changes in accounting policies of 31 REBRMBEREENF165HE
application on IFRS 16 Leases (Continued) EEFAETBENRERED
(#&)

3.1.2 Transition and summary of effects arising from 32N ERERYBREERSE
initial application of IFRS 16 (Continued) 1 HREENBERFEME(E)

As a lessee (Continued) ERAMA(B)
Note: For the purpose of reporting cash flows from operating Mad: 2EEEBHERNEAMRTK
activities under indirect method for the six months ended B R20191 818 2 B %) 8t
30 June 2019, movements in working capital have been BARRARGTE UIEE2REE
computed based on opening statement of financial 20196 A30H IE/<{E A LA
position as at 1 January 2019 as disclosed above. BEFEZRZEEDRERE

=
4. REVENUE 4. WA
Disaggregation of revenue KA 2

Six months ended 30 June
BEZ6H30HLILAM@EA

2019 2018
20195 20184
RMB’000 RMB’'000
AR TR ARB T
(unaudited) (unaudited)
(REER) (REEER)
Types of goods i fa A
Raw milk R4 2,570,133 2,227,381
Liquid milk products R EE N E @ = 240,869
2,570,133 2,468,250
Timing of revenue recognition WAt 58 B [
A point in time FF ) B4 2,570,133 2,468,250
Geographic information i 15 & #
Since all revenue from external customers is derived from the HRAARBIBEEFOBATIREF
customers located in Mainland China and all of the non-current N EFBEMBFRDEEAMRF
assets are located in Mainland China and the Group is managed on A AN R @R E s BN
a nationwide basis because of the similarity of the type or class of Al AL REERBOBOUNEMEE
the customers and the similarity of the regulatory environment in ERETEER HAUTEZIIOMHER -

the whole region, no geographic information is presented.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
iR & M358 R M aE

For the six months ended 30 June 2019
EHZE2019%6 A30H L/~ A

5. OTHER INCOME 5. HW A

Six months ended 30 June
HZ6H30H1t<EA

2019 2018
2019 % 2018 %
RMB’000 RMB’'000
AR T AR T T
(unaudited) (unaudited)
(REEXK) (REEEZ)
Bank interest income RITF B UA 5,294 6,501
Government grants related to BT B IER LA AT AL
— Other assets (Note i) - H fth & B (M 5% 1) 9,414 9,722
— Income (Note ii) L ONQE=R) 3,088 9,317
12,502 19,039
Others H th 3,751 8,781
PAR-Y:Y) 34,321
Notes: B 5
i.  These government grants are in relation to the construction and . ZERRNBAUEZENBEYE BER
acquisition of property, plant and equipment and are included in the REBEHE ERHHASKEMBMRRRAT
condensed consolidated statement of financial position as deferred EEEBA YREBEENTFERFH
income and credited to the profit or loss on a straight-line basis over NIREHRET ABE o

the useful lives of the related assets.

ii.  These government grants are unconditional government subsidies i. ZEBRN@MAAREELE B BMNIFK
received by the Group from relevant government bodies for the BOEEKEBRRNFEE EERANEENE
purpose of giving immediate financial support to the Group’s BRI
operation.

RERAKEERERARA 2019 PHRE
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
R & M 35 3R R s

For the six months ended 30 June 2019
HZE2019F6 A30H L/~ A A

6. PROFIT BEFORE FINANCE COSTS AND TAX 6. BRELE KA K BiE A= R

B B E AR R B TR B S A T3 BR (B AD T
I ZBERFAEBL

Profit before finance costs and tax is arrived at after charging
(crediting):

Six months ended 30 June
BEZ6H30HILAMEA

2019 2018
2019 F 20184
RMB’000 RMB’'000
AR TR AR T
(OREDLITE)) (unaudited)
(REEXK) (CREER)
Cost of sales before raw milk fair value BREDAFEAEMNNEE
adjustments: AR AN
Breeding costs to produce raw milk EERB R EEKAR 1,672,018 1,565,928
Production costs for liquid milk products BRI EE SRR A E AR R = 166,899
1,672,018 1,732,827
Raw milk fair value adjustments included S AHE R AT RE D
in cost of sales NFEAE 816,632 629,418
2,488,650 2,362,245
Other gains and losses: Hfth Wz & & 18
Net foreign exchange loss SN 85 18 )5 58 27,128 50,474
Loss from disposal of property, PEME BREIRIEBEERE
plant and equipment, net ¥R 7,948 3,225
Impairment loss on property, ME BERZEREESIE
plant and equipment 16,876
Gains arising on disposal of subsidiaries iR Sy NI o Rl (18,193)
Fair value (gain) loss on derivative NMEeMIANATE
financial instruments (Note 15): (M z=) E 18 (fFaE15) -
Foreign currency forward contracts SNEBERERE R (1,732) 2,152
Foreign currency option contracts SN ERREE R (5,942) =
Gains on derecognition of financial BtEResmEBEHRS
liabilities (687) (226)
26,715 54,308
Depreciation of property, ME - -BERZERTE
plant and equipment 259,395 274,389
Depreciation of right-of-use assets TREEENE 7,891 =
Less: capitalised in biological assets B EMEEER ST (109,299) (114,321)
Depreciation charged to profit or loss EEaMBOITE 157,987 160,068
Equity-settled share award expense IR EREER R D EE R X
(Note 22(b)) (M 7% 22(b)) 24,635 2,795
Other employee benefits costs Hthfg BRAMAX 233,092 212,370
Less: capitalised in biological assets B EMEEER LS E (59.580) (57,554)
Employee benefits charged to profitor loss B EzZ 1Kk &E & 18 F) 198,147 157,611
Amortization of land use rights T Hb R AR A 4 5N = 2,031
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
iR & M358 R M aE

For the six months ended 30 June 2019
EHZE2019%6 A30H L/~ A
7. FINANCE COSTS 7. BLE KX

Six months ended 30 June
HZ6H30H1t<EA

2019 2018
2019 % 2018 %
RMB’000 RMB’'000
AR®E T AR T T
(unaudited) (unaudited)
(K& ER) (REEXR)
Interest expenses on: B :
Bank borrowings |AITE R 126,947 90,146
Medium-term notes o HRZE i 6,620 27,960
Corporate bonds NI 14,645 29,132
Other borrowings from Mengniu REFRFHEHMERK
(Note 24(d)) (Fft 5% 24(d)) 27,022 24,406
Other borrowings from financial RESBEED
institutions Hth & &K 1,059 =
Lease liabilities HEBE 5,223 =
Amount due to Mengniu (Note 24(b)) &+ 5 4 3k8 (T 5 24(b)) 4,354 -
Total borrowing cost BEREAER 185,870 171,644
Fair value loss (gain) on interest rates swaps  F] & 5 Hi A ¥ (& &5 18 (U z5)
(Note 15) (3£ 15) 38,505 (23,419)
224,375 148,225
8. INCOME TAX EXPENSE 8. MBHMAX

Six months ended 30 June
BEZ6H30HILLAEA

2019 2018
2019 F 20184
RMB’000 RMB’'000
AR TR ARET T
(unaudited) (unaudited)
(REEEXK) (CREER)
The charge comprises: > 81 :
Current tax: B AR % 18
PRC enterprise income tax PR EMEN 194

TERABEEZRARAR
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BRI RME

For the six months ended 30 June 2019
HZE2019F6 A30H L/~ A A

8.

INCOME TAX EXPENSE (Continued)

The tax charge represents income tax in the PRC which is calculated
at the prevailing tax rate on the taxable income of the subsidiaries
established in the PRC.

The PRC subsidiaries are subject to the PRC Enterprise Income Tax
(the “EIT Law") at 25% for both periods. Taxation arising in other
jurisdictions is calculated at the rates prevailing in the relevant
jurisdictions. According to the prevailing tax rules and regulation
of the PRC, the Group is exempted from enterprise income tax
for taxable profit from the operation of agricultural business in
the PRC.

No provision for taxation in Hong Kong has been made as the
Group's income neither arises in, nor is derived from Hong Kong.

Pursuant to the PRC EIT Law, a 10% withholding tax is levied on
dividends declared to foreign investors from the foreign investment
enterprises established in Mainland China. The requirement is
effective from 1 January 2008 and applies to earnings after 31
December 2007. A lower withholding tax rate may be applied
if there is a tax treaty between China and the jurisdiction of the
foreign investors. For the Group, the applicable rate is 5% or 10%.
Deferred taxation has not been provided for in the consolidated
financial statements in respect of the accumulated profits of the
PRC subsidiaries amounting to RMB1,563,175,000 (31 December
2018: RMB1,372,185,000) as the Group is able to control the
timing of the reversal of the temporary differences and it is
probable that the temporary differences will not reverse in the
foreseeable future.

DIVIDENDS

No interim dividends (six months ended 30 June 2018: nil) were
paid, declared or proposed for current period.

CHINA MODERN DAIRY HOLDINGS LTD.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
iR & M358 R M aE

For the six months ended 30 June 2019
EHZE2019%6 A30H L/~ A

10. EARNINGS/(LOSS) PER SHARE 10. 8RB F(F#B)

AATBEABESRERRESEF,
(RS 1B) T AR 8 LA R BB 3 8 -

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

Six months ended 30 June
BEZ6H30HILAEA

2019 2018
2019 20184
RMB’000 RMB’'000
AR T AR T T
(OLETT )] (unaudited)
(R E®) (REEZR)
Profit/(loss) = (E8R)
Profit/(loss) for the purposes of basic and ARITESRERNREERA
diluted earnings/(loss) per share (BRI ®EF(&EE) 124,859 (140,250)
Six months ended 30 June
BZE6H30R LAHEA
2019 2018
2019 F 20184
(unaudited) (unaudited)
(REEZ) (REEEZ)
Number of shares &1 & B
Weighted average number of BREEREARBT
ordinary shares for the purpose of (E18) 8 T @A A F 15 &

basic earnings/(loss) per share

Effect of dilutive potential ordinary shares:

6,086,773,027

BEEEERARN:

S
D

6,091,492,673

Share options 5 A 9,775,985 =
Share awards i% 17 52 B 5,325,000 -
6,101,874,012 6,091,492,673

The number of shares adopted in the calculation of the basic HESREARRBR(ER)FEMB KRG

FEREEARA KM ERT S B TH
EMARBIARBRHOESH -FTEHE
2018F 6 A30 R L MM EREFEHIBY
T RANFERERBRNDEENTZE
THRBRETELRFESERTREBEER

earnings/(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 has not taken into account the effect
of the share options and share awards of the Company since the

assumed exercise and vesting would result in decrease in loss per Ao
share.
FERRABEERARAR 2019 PHIRSE
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BRI RME

For the six months ended 30 June 2019
HZE2019F6 A30H L/~ A A

11.

12.

MOVEMENTS IN RIGHT-OF-USE ASSETS

During the current interim period, the Group entered into several
new lease agreements for the use of machineries, buildings and
leasehold lands, and the lease terms were from 2 to 10 years.
For some of the leased machineries, the Group is required to
make fixed monthly payments and additional variable payments
depending on the usage of the asset during the contract period.
On lease commencement, the Group recognized RMB10,876,000
of right-of-use assets and RMB10,775,000 lease liabilities.

BIOLOGICAL ASSETS

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

Milkable cows i 4
Heifers and calves INEFAE R N
Total dairy cows FLA AT

The Group's dairy cows were fair valued by the Directors at 30
June 2019 while the fair value of the Group’s dairy cows at 31
December 2018 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 impacts used in the valuation models are
disclosed in Note 25.
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11.

12.

EREEESD

RAFHBEAR AEERER EFR
HEIHwERARIT Y ETHHRERS
HER2Z10F -5 THE®RMM T -
AEBERAGHNYHEABAINERER
BEBRTEEGFR R TERE-
REERBRE A5EHRRFEAREE
AR #10876,000 K HHEBEARK
10,775,000 7T °

EMEE

MR 25 B 0 T4 A (R 8 K AR 85
m -

30 June 31 December
2019 2018

2019 20184

6 A30H 12A31H
RMB’000 RMB’'000
AR®B TR AR T
(unaudited) (audited)
(REER) (EEZR)
5,498,539 5,636,013
2,152,200 2,081,100
7,650,739 7,717,113

AEBIFTIHESNK2019F6 A30H E
EAFHE MAEEIFNR2018F12A4
BTEHMAFEABHPEBTLETGHR
BHAERAAETHAEMER -BEQAF
BEFfAGFERTERGHEEREMABEEH A
BB BRI 25 -



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AR S MR RME

For the six months ended 30 June 2019
EHZE2019%6 A30H L/~ A

B EVESZRAREtERKXE
U RENRE

13. TRADE AND OTHER RECEIVABLES AND
ADVANCED PAYMENTS

30 June 31 December

2019 2018

2019 % 20184

6 A30H 12H31H

RMB’000 RMB’'000

AR TR AREBFT T

(unaudited) (audited)

(REEXR) (& EZ)

Trade receivables FEWE 5 ERR 1,509,869 1,555,495

Less: allowance for credit losses (Note) o EE BB EE (M) (749,097) (857,739)

760,772 697,756

Advanced payments for feeds and materials &1 &} & #1 % 2 3% 71,064 75,069

Input value added tax recoverable a] U (0] 3 TE EE T 2,701 2,032
Receivables from Mengniu Group inrespect S+ &£ B P EWE  KE &
of disposal of property, plant and = 18 B B Y FRIE (BT 51 24(b))

equipment (Note 24(b)) 1,079 1,681

Others Hib 6,175 4,635

841,791 781,173

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

processing agreement with 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 due from these Distributors may not be fully
recovered. After taking into account of the present value of future
collection and the security of 318,697,354 ordinary shares of the
Company (the “Collaterals”) 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 accumulated impairment loss
of RMB847,069,000 was recognised in respect of the Group’s trade
receivables due from these Distributors as at 31 December 2018.

FERANEERERAR

LN o U £ ke e N i g

TR2017F6 A ASRBERFKRERIE

RERBENIHE Bt AEERER
ST EELEERRNER EBED
SEEERANDHERE BAETS
AR BURE  AKEEKFEEM
TEDHEBIOHEBDNEEAE RO

HETESEZEFEASFEENRED
W UADHAKENRENER ER
HZESHEANEELHEERILERE
BX AEEEHZEI HBEERNE
WE SRR TEE2HE KD - 5t 2K
KRB RENREERE TS AR R BE
(ZRIRBEEBRAARERKER
BODOEEREZHBEALEBEERE S
$H 7 8 8 B A £ 35 5318,697,354 I8 A R
AIERABRMERIERR]D ERZE
DHEENR2018F 12 A31B & R AEED
EHESERERRTREBEARE
847,069,000 7T ©
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BRI RME

For the six months ended 30 June 2019
HZE2019F6 A30H L/~ A A

13. TRADE AND OTHER RECEIVABLES AND 13.ERESRARHMEWKRIE
ADVANCED PAYMENTS (Continued) AR T8 A4 ®ROE ()
Note: (Continued) B 5 ¢ (48)
As at 30 June 2019, the Group performed the impairment test of the MN2019F6 B30 AEFHEEEHE=ZE
trade receivables from the Distributors under the expected credit losses BIE(EHEEEBERDER S 9 HEEE W
("ECL") model and an impairment allowance of RMB107,011,000 was ES5ERETHEGIT&EERNEBE
reversed after considering the cash flows that the Group expects TR B WA A IR & R = B B E B &
to receive from the Collaterals (for the six months ended 30 June AR #107,011,0007(E £20184%6 A30H
2018: impairment loss of RMB69,991,000). The movements of the IERME R R EE B A R #69,991,0007T) ©
impairment allowance are set out below. BMEREBENEBHIMOT -
Gross Carrying
Amount Provision Amount
M EE BiE IR EE
RMB'000 RMB’000 RMB’000
AREF T ARBF T AR+ T
At 1 January 2019 R2019F1A1H 1,064,879 (847,069) 217,810
Impairment losses reversed B R E BB - 107,011 107,011
At 30 June 2019 K2019%6 A30H 1,064,879 (740,058) 324,821
The Group normally allows a credit period of 30 days to its customers. AEBERTEHTERTFIORNEER-
The following is the aged analysis of trade receivables, net of RAERARLZEZH(ERENAREH
allowance for credit losses, presented based on the invoice dates at WaERHHAEE)2NERE ZEREXR
the end of the Reporting Period, which approximated the respective (B EEBERERBERRITHT :

revenue recognition dates at the end of the Reporting Period:

30 June 31 December
2019 2018
2019 F 20184
6 A30H 12A31H
RMB’000 RMB’000
AR TR ARBT T
(unaudited) (audited)
(REERK) (EEZR)

Trade receivables E W E 5K &K
— within 30 days -30 KA 434,848 473,449
- beyond 30 days but within 60 days - 30K LA E1B60KR AR - 5,996
- beyond 1 year but within 2 years “1FNUNEB2FUA 13,793 75,132
- beyond 2 year but within 3 years “2F U EE3IFHUA 312,131 143,179

760,772 697,756
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
iR & M358 R M aE

For the six months ended 30 June 2019
EHZE2019%6 A30H L/~ A

14. IMPAIRMENT ASSESSMENT ON FINANCIAL MM BERHEEFEESXNER
ASSETS SUBJECT TO ECL MODEL EEREFNMG

Six months ended 30 June
BEZ6H30HILAMEA

2019 2018
2019 % 2018 %
RMB’000 RMB’'000
AR TR AR T
(unaudited) (unaudited)
(REEX) (REER)
Impairment loss/(reversed) recognised LT RIEBEERN REERE
in respect of (B [@)
Trade receivables EWE 5 ER (108,642) 74,168
Other receivables H ih jE Ug 2B 621 -
(108,021) 74,168
The basis of determining the inputs and assumptions and the B ZE2019F6 A30R L NEAMNEARLES
estimation techniques used in the condensed consolidated financial MBEHmEPANETEH ASEURLEBR
statements for the six months ended 30 June 2019 are the same MEFHAFENEERRNEEEH E£20184F
as those presented in the Group’s annual financial statements for NRAJNBLEEEZEFERBHBREMAI T
the year ended 31 December 2018. N
15. DERIVATIVE FINANCIAL INSTRUMENTS 15.5TE€mIT A
Current Assets Current Liabilities
mEEE nBEE

S0l 31 December Il 31 December
2019 2018 2019 2018
20194 20184 20194 20184
6H30H 12A31H 6A30H 12A31H
RMB’000 RMB’000 RMB’000 RMB'000
NGB ARE T BUNGLETE AR T
(unaudited) (audited) | L) (audited)
(REER) (BER) DETS ) (BER)

Interest rate swaps (Note i) 7l & 35 53 (B 5E1) 11,873 (28,286) (12,601)

Foreign currency forward contracts SNEE R ERA 40 (B 2E i)

(Note ii) 37,853 (3,255) (3,631)
Foreign currency option contracts SNEE HRAE A 40 (B 2E i)

(Note ii) 9,329 625 (4,259) (1,497)

59,055 80,424 (35,800)
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BRI RME

For the six months ended 30 June 2019
HZE2019F6 A30H L/~ A A

3= =T =
15. DERIVATIVE FINANCIAL INSTRUMENTS 15. 5T/ T A
(Continued)
Notes: B 5E -
i.  Major terms of the interest rate swaps are as follows: i FMEEHEEERROAT
Nominal amount Swaps
ERLHE =
United States Dollars (“US$") 300,000,000 From LIBOR to 1.53%-1.54%
300,000,000% st ([ 7tl) BRBRITEEREE1.53%E1.54%
Hong Kong Dollars (“HK$") 1,500,000,000 From HIBOR to 2.59%-2.62%
1,500,000,000 7% 7T ([# 7T 1) BEBRITAXEFEE259%E2.62%
The Group entered into several interest rate swap contracts with ARERETROTLUETHEEHSG
certain banks to hedge the risk of interest rate fluctuation arising from LSRNV 7?3 HETREFHDHMEHRITERE
certain bank loans at floating interest rate. The fair value changes of EOMNERHEAB-EHNATEEDR
the swaps were recognised as a deduction of finance costs. RBRTMBEEEKA -
ii.  Major items of the foreign currency forward contracts and the foreign i. MEERHSAOARIINEHESHOETZERB WD
currency option contracts are as follows: T~ 8
Nominal amount Forward exchange rates
EELH EHE X
Us$187,700,000 RMB6.4800 to RMB7.0000: US$1
187,700,000 3 7T AR#6.4800TE ARM7.00007T 1% T
Euro (“EUR") 20,000,000 RMB7.6858 to RMB7.8480: EUR1
20,000,000 8 7T (B 7T ) AR #7.6858L%E AR 7.84807T X 1B JT
US$4,000,000 HK$7.8453: US$1
4,000,000 % 7T 7.8453 B TR 1% T
Nominal amount Type Position Prices
EELHE E-Eid] HE/ KA B
US$217,000,000* Call Long RMB6.7000 to RMB6.8900: US$1
217,000,000 % 7T * RE we AR¥6.7000t 2 AR#6.8900 T 1% T
Put Short RMB6.7000 to RMB6.8900: US$1
Rk KR ARM®6.7000t = AR #6.8900 7L 1% T
Call Short RMB7.1000 to RMB7.3000: US$1
RE 29} AREET71000 2 AR 7.3000 T 15T
US$26,300,000* Call Long RMB6.8820: US$1
26,300,000 JT * R i B AR ®6.8820T % 1% T
Put Short RMB6.8800: US$1
Rk 29} AR #6.88007T X, 1% 7T
US$26,000,000 Call Long RMB5.8000: US$1
26,000,000 7T R i B AR ®5.8000T %1% T
*  These are currency call put option portfolios. * ZEREERBERBAOHEMRS -
The Group entered into several foreign currency forward contracts REFBRETFTRITILE THERHED
and foreign currency option contracts with certain banks to hedge RINEEHEESLD  AEHPETUETRE
the currency risk arising from certain of its bank loans denominated in TEENRTEREENELRRK - & H
US$ and HK$. The fair value changes of the forward contracts and the EHRIINERENATEZHREMKE
foreign exchange options were recognised in other gains and losses. REBER®ER-
ii.  The valuation techniques used in determination of fair values of the i, EBEEMNEERH NERHARIINELHEDF
interest rate swaps, foreign currency forwards and foreign currency B BT A B9 1 (B B AT ¥9 4% B8 R B 3£ 25 ©

options are disclosed in Note 25.

CHINA MODERN DAIRY HOLDINGS LTD. INTERIM REPORT 2019




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

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.

ARG M ERRME

For the six months ended 30 June 2019
EHZE2019%6 A30H L/~ A

16. BN E 5 RMRK H it B KR
ATREERUDNENE SRR -

REZHHEY  BZ 0o HAEEE R
EREEEASBENMBEMNR -

30 June 31 December
2019 2018
2019 F 20184
6 A30H 12A31H
RMB’000 RMB’'000
AR TR AR T
(unaudited) (audited)
(REEX) (EEZR)
Trade payables &~ 8 5 IR 3K
— within 60 days -60 KA 806,462 1,177,301
— beyond 60 days but within 120 days - HBiB60XERI20K AR 127,800 230,043
— beyond 120 days but within 360 days - B 120 KB R 360K AR 45,944 27,912
- beyond 360 days but within 720 days - HiB360R{ER720 K AR 12,393 19,117
Bills payable (Note) FE 1~ = 4% (B 53) 7,012 550
999,611 1,454,923
Payable for acquisition of property, BEME BEMREBEN
plant and equipment I 151,677 224,437
Accrued staff costs FEET B TRk K 82,702 84,582
Advance payments from disposal of BHEILF R E MM TERK
dairy cows and others =18 12,120 56,869
Amounts due to Mengniu (Note 24(b)) FE At 52 4 1) 1 E (B 5% 24(b)) 147,402 143,048
Other payable to Mengniu (Note 24(b)) H fth FE T 5 4 5B (55 24(b)) 18,000 18,000
Others H 1t 74,624 90,504

Note: Bills payable are bank accepted and mature within twelve months
from the respective issuance dates.

LN o U 2O e N~k (¢

1,486,136 2,072,363

Ma: BNREBEARRITAL XREBEHT
EHEF+—@EAREHE-
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
R & M 35 3R R s

For the six months ended 30 June 2019
HZE2019F6 A30H L/~ A A

17. BANK BORROWINGS 17. BT ER
RAHE  AEBEESFTBRITEIAR
#2,682,181,000 7T (& £20184% 6 A30H It
A A - AR #1,940,627,0007T) » I B &
# AR #®1,425,020,0007C (& £2018% 6 A
30H IENE A @ AR ®609,843,0007T) ©

During the current period, the Group obtained new bank
borrowings amounting to RMB2,682,181,000 (six months ended
30 June 2018 RMB1,940,627,000) and repaid RMB1,425,020,000
(six months ended 30 June 2018: RMB609,843,000).

R2019F6 A30H  RITEENUT I &

As at 30 June 2019, bank borrowings are denominated in the

following currencies:

HE

30 June 31 December
2019 2018
2019 F 2018 5
6 H30H 12A431H
RMB'000 RMB'000
AR TR AR T
us$ E T 2,073,367 2,118,837
HK$ BT 1,354,850 =
EUR B T - 157,528
RMB AR 2,288,497 2,161,137
5,716,714 4,437,502

The bank borrowings comprise:
30 June 31 December
2019 2018
2019 F 20184
6 H30H 12HA31H
RMB'000 RMB'000
AR T AR T
Fixed-rate borrowings E B EME K 1,295,163 1,218,401
Variable-rate borrowings n] & B R E® 4,421,551 3,219,101
5,716,714 4,437,502

The annual interest rate of the bank borrowings during the current
period ranged from 0.45% to 5.00% (six months ended 30 June

2018: 0.45% to 4.80%).
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NOTES TO THE CONDENSED CONSO

18. OTHER BORROWINGS

LIDATED FINANCIAL STATEMENTS
iR & M358 R M aE

For the six months ended 30 June 2019
EHZE2019%6 A30H L/~ A

18. H i f& X

30 June 31 December
2019 2018
2019 20184
6 H30H 12A431H
RMB’000 RMB’'000
AR TR ARB T
(unaudited) (audited)
(RE&EZ) (BER)
Carrying amounts payable: FETBRTE & :
Within one year —FR
— Borrowings from Mengniu Group - R4 & E E R 5 24(d)

(Note 24(d))

— Borrowings from a financial - — [ & B B (M EE)

institution (Note)

Note: On 26 February 2019, the Group entered into a loan contract with
a financial institution, pursuant to which the Group borrowed
RMB50,000,000 from the institution which will mature on 28 February
2020. The loan is unsecured and bears a fixed interest rate of 5.00%
per annum.

19. MEDIUM-TERM NOTES

Medium-term notes FH I E R

On 23 March 2016, Modern Farming issued medium-term notes
with an aggregate principal amount of RMB600,000,000 which
would 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. The medium-term notes were repaid on 23 March
2019.

LN o U 2O e N~k (¢

1,152,722 1,001,111

50,076 =
1,202,798 1,001,111

MiE: M201942 8268 AEEE— & i
B —HEREH Bt AEBE Mm%
i #% £ A A K #50,000,0007T * #5 72020
F2A2AEB-BERAERTASFE
7E FE &5.00% °

19. 7 RE

30 June 31 December
2019 2018

2019 F 20184

6 H30H 12A31H
RMB’000 RMB’000
AR TR ARB T
(unaudited) (audited)
(REEX) (BER)

= 621,880

2016 F3HA238 MR ME(EE) & 1T
PHEIRE A& 8% A ARM600,000,000
TOBR=ZFEIP - HEENETF
REBFLT5% HBERIEABARE
1,800,0007C c ER A X B ET F486% ° #
HZEEM2019F3 A238 2 -
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BRI RME

For the six months ended 30 June 2019
HZE2019F6 A30H L/~ A A

20. CORPORATE BONDS

Corporate bonds

NGRS

Notes:

In June 2016, Modern Farming obtained approval from China
Securities Regulatory Commission to issue corporate bonds in the PRC
of an aggregate principal amount up to RMB2,000,000,000 within
24 months from the approval. On 12 August 2016, Modern Farming
issued the first tranche of the corporate bonds of an aggregate
principal amount of RMB250,000,000 which would mature in three
years (the “2016 Corporate Bond”). The corporate bonds 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.
The 2016 Corporate Bond was early repaid on 25 March 2019.

On 28 March 2017, Modern Farming issued the second tranche of
corporate bonds of an aggregate principal amount of RMB800,000,000
which would mature in three years (the “2017 Corporate Bond”).
The corporate bonds 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. The 2017 Corporate Bond was
early repaid on 25 March 2019.

21. SHARE CAPITAL

Authorised
At 1 January 2019 and 30 June 2019

Issued and fully paid
At 1 January 2019 and 30 June 2019

EE
R2019F 1 A1H &
201946 A30H

ERTRHER
R2019F1 818 &
201946 A30H

CHINA MODERN DAIRY HOLDINGS LTD. INTERIM REPORT 2019

20. A EIEH

30 June 31 December
2019 2018

2019 F 20184

6 H30H 12H31H
RMB’000 RMB’'000
AR® T ARET T
(unaudited) (audited)
(REE®R) (T =%)
= 1,087,568

B 5

. M2016F6 A BRAE(EE)KPEFEF
FEBEEZE M AN EZ B 824
MAREFEZETAGLEREARE
2,000,000,000 7T By A & {& % ° R 201648
ANRB BREEEE)RTEHAAE
5 A& 1% A AR K250,000,0007T  #
R=ZFEZBINH2016FRARESH]) - XA
BEHEMEEAN R AT FS30% - HBEXS
RABARE1,12500T - BERFAR AT
HF5.47% °20164F X 7 & % MN201963 A
25HIRREE -

i. M2017F3A288 BARBME(EEHE) %
TE_HRAAEF AEBEAARE
800,000,0007T * #§ 7 = 4F & Z| #1([2017 &
AEIEHR]D ARBELFENEENEAEETF
5.49% - A X 5 K AN A A R ¥ 3,600,000
T BEF X AT F566%-°2017F 1A A
EHMN2019F3 25BREEHE -

21. B R

Number Share

of shares capital

BHEE B’ 7

‘000 HK’000

T & F7E T

10,000,000 1,000,000

6,131,407 613,141




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
iR & M358 R M aE

For the six months ended 30 June 2019
EHZE2019%6 A30H L/~ A

21. SHARE CAPITAL (Continued) 21. R A& (&)

30 June 31 December

2019 2018

2019 F 20184

6 H30H 12A431H

RMB’000 RMB’'000

AR TR ARB T

Presented as =} 526,058 526,058

22. SHARE-BASED PAYMENTS 22. AR X AY B SRR
(a) Modern Farming Option Scheme () RRABME(EE)BRESS
On 31 October 2010, the Company granted to two directors MR2010F10A31H ARG UERE
and one top management of Modern Farming a total of MBRBKEEGEEMEEETR 2K
87,412,507 share options of the Company for nil consideration SEERERE A £87,4125070h AR
and each with an exercise price of HK$0.86 (RMBO0.74) per AERE SNERETEERER
share (the “Management Options”) which will expire on 29 0868 T(AR0747L) (B IEEH
October 2020. The following table discloses movements of BEAED) - & 7R 2020F 10 5298 B Hf -
the Management Options during the current period: TEHEZEEREERENNAMEGE
& :

Outstanding

Outstanding Exercised and exercisable

as at during as at

Category Bl 1 January 2019 the period 30 June 2019

R2019F

R2019F 6A30H

181A8 i AT £

i 7 17 68 RAfTfE

Management Options B E 50,930,832 50,930,832

Outstanding

Outstanding Exercised  and exercisable

as at during as at

Category 18 A 1 January 2018 the period 30 June 2018

720185

20186 6A30H

1A18 CENHNY

W RAITRE BRI kA1

Management Options EEERBRE 50,930,832 - 50,930,832

RERAKEERERARA 2019 PHRE
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BRI RME

For the six months ended 30 June 2019
HZE2019F6 A30H L/~ A A

22. SHARE-BASED PAYMENTS (Continued)

(b) Share Award Scheme

)

CHINA MODERN DAIRY HOLDINGS LTD.

Share Award Scheme |

On 9 September 2016 (the “Adoption Date”),
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. 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”).

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
consolidated financial statements.

INTERIM REPORT 2019

22. LR B X B K

% (&)

(b) B 10 2% B 5+ &

0]

B 12 52 B &1 &)

M2016FE9 9B ([HEAMAH]) -
RNABFRMW— BB G EZEE
([P 22 B st 2111) A 8k Bh & 28 B
AREBETEREXRERAS LR
EEMNERM BREFSUEET
B ET R B KR IESN - IR BB A
BIEMH T BFEMNBHEE
oo MR PR AR 10 SRR A &1 SR &Y
% {3 B 48 2 7] i #@Dairy Fortune
(PTC) Limited ([ % & A 1) 100% #
& HDairy Fortune Limited ([ Dairy
Fortune]) 2 BB A X &) 5 'R LA AN &
@Eﬁﬁ@iﬁﬁ%ﬂﬁﬂﬁﬂ%t%
B UBUEEA AEEE
%E@%ﬁﬁ’ﬁ?ﬂ%ﬁ%ﬁﬁxfﬁﬁ%
J& ° Dairy Fortune 7] & A &9 B% {5 £
B + BR 455,000,000 % {5 - 4
EBE 2B T E70,000,000% T ©
HZE2016F12A31ALEFE &
HB 7K A @] #8 /K -+ Dairy Fortune &
N5 LW E & 535,519,000
BAARERAK BREDLA
68,966,000 7L (1 & N A R #
61,424,0007T) ° A & = 2017 F 12
A 318 It FE ' Dairy Fortuneft &
W% U 5 9M450,000 % &
A% - AR (B4 A803,0007% jT (48
W AR ®713,0007T) * i Dairy
FortunefE E M L MR EB M=
35,969,000 % ([#2E) AR 15 1) ©

RIBFEARE  REARE—BR

RZXAAZHEANERRE AR
A AR 5 B B B 75 R 5 2RI SB 105
RAEMBRREMEINZFEAR

H K} B 2 7] Dairy Fortune ° A& It
N & B #% % 5% A &Dairy Fortune
ABRF B EEEE B Dary

Fortune fT # A& 2 8] E @ & A R %
RAEAEBEFHER  ALIRRER

BHMBRERORER D ER T
FFENBRMIET -




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

ARG M ERRME

For the six months ended 30 June 2019
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22. SHARE-BASED PAYMENTS (Continued) 22. U B XS R @)
(b) Share Award Scheme (Continued) (b) B 19 32 By 5t &8l (&)

(1) Share Award Scheme | (Continued)

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.

The following table discloses movements of the Award
Shares during the Reporting Period:

0]

B 43 38 B 5t 8 ()

R2017E4 218 E B HI) -
& #£35,969,000 J% S By I 15 1% F
EromEs-RMERER®D
# 6,637,000 8% 22 B) B% 17 ([ 2 B)
BHADETFTEFTEREEKE -
REYBHIONE=ZARAFERE "
WMEAFEETRERBRBIEHE -
# T 29,332,000 % 42 B i% 15 ([ 48
BRGBDAIRFE TEREEK
BRAEWREER RELBHIHN
E_MAFRE MEZSEMS
BRALEE-

TERRBEBBRONBEHEG
28

Forfeited

due to
Outstanding resignation Outstanding
as at during Vested during as at
Category Al 1 January 2019 the period the period 30 June 2019
R2019% R2019%
1818 R 6A30H
HATE ERERYR HRBR e K 17 68
Award Shares A BRRDA 5,325,000 - 5,325,000
Award Shares B RER{MB 22,423,000 (1,412,000)  (21,011,000) -
27,748,000 (1,412,000)  (21,011,000) 5,325,000

Forfeited

due to
Outstanding resignation Outstanding
as at during  Vested during as at
Category il 1 January 2018 the period the period 30 June 2018
R2018 5 120184
1H1H il 6H30H
HATE  EERERK 5B HARTE
Award Shares A REBRHA 5,687,000 = = 5,687,000
Award Shares B RERHB 25,601,000 (1,770,000) - 23,831,000
31,288,000 (1,770,000) - 29,518,000

RERAKEERERARA 2019 PHRE
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BRI RME

For the six months ended 30 June 2019
HZE2019F6 A30H L/~ A A

22. SHARE-BASED PAYMENTS (Continued)

(b) Share Award Scheme (Continued)

)

()]

CHINA MODERN DAIRY HOLDINGS LTD.

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 Group recognised a share award expense of
RMB3,892,000 accordingly during the current period (for
the six months ended 30 June 2018: RMB2,795,000).
A total number of 21,011,000 shares of Award Shares
B was vested to certain members of management
and the eligible employees during the current period,
and the difference amount of RMB13,234,000
between the RMB23,063,000 share award reserve and
RMB36,297,000 shares held under the Share Award
scheme | for the shares vested was recognised to
retained earnings.

Share Award Scheme Il

On 26 March 2018 (the “Adoption Date II”), 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 Il
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 year ended 31 December 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).

INTERIM REPORT 2019

22. AR 2 A3 B9 9 =R (@)

(b) Rt &= B 5t &)

0]

()]

B 10 5% B &1 81 (42

REKRODAR KRB R GBN K B
HEERMR -STRRERXE
E WA FED R /7,731,000
T (88 RN A R #6,844,0007T) &
36,265,000 (& KX AR
32,102,000 7T) °

RABHE AEEERRHDED
¥ A ARK3892,000T(H =
20186 A30H LA A AR
#2,795,0007T) ° & #£21,011,000
BREBROGBRAHEZEBER S
TEEEXRNERESEERKEES
& 17 4% B &% & A R % 23,063,000
THRAMEBRMIBIERG &
BEF S E M AR 36,297,000
THROZENEZEESBEARK
13,234,000 L N (R BB & 7| 7 3R o

B 47 2% B =t B

M2018F3 268 ([ & # B H
D) - RRal M —IBER G EE
ATEITARR 2B R 2N - A&
BREEAEEETEEENKE
kEERKEENERM BKESE
AREE TR EMMIERE LN R’
mEBFEIERE+F 8 F
4 B HBIGER & e R R AR {5 22 B
HEINE RE ARG & B AR A
% 3@ Dairy Fortuneiz B & X & 15
TAREEFTENBEEART
BEWE  TENAETAHRNAEIE
BEFTLEEFE EE2HKEH
RDEB - X ATEANRKD
HELRBEATFBEBBRBARA
RE—ERRBFRE LB T
TEREHEE 1% &5 220184
12A31BIEFE ERAQGIE
7~ Dairy FortuneE {6 R A M % £
U B & 520,000,000 i A&~ 1 7] &
B R E 4 528,835,000
TT(FEE RN AR #23,583,0007T) °




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

ARG M ERRME

For the six months ended 30 June 2019
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22. SHARE-BASED PAYMENTS (Continued) 22. U B XS R @)
(b) Share Award Scheme (Continued) (b) B 19 32 By 5t &8l (&)

(1) Share Award Scheme Il (Continued)

During the current period, the Dairy Fortune purchased
another 9,026,000 ordinary shares from the open
market at a total consideration of approximately
HK$10,169,000 (equivalent to RMB8&,946,000) and the
number of ordinary shares purchased by Dairy Fortune
under Share Award Scheme Il increased to 29,026,000
shares (the “Award Shares I1"”).

On 29 March 2019 (the “Grant Date I1”), a total number
of 19,962,000 Award Shares Il were granted to the
selected participants. Out of the total shares granted,
9,981,000 Award Shares Il vested on 21 April 2019
unconditionally (the “Award Shares C"). The remaining
Award Shares of 9,981,000 were vested on 21 April
2019 with one year lock-up period beginning from the
vesting date (the “Award Shares D"”).

The following table discloses movements of the Award
Shares during the Reporting Period:

Outstanding

as at

Category LRl 1 January 2019
120195

1A1H

i R 1T fE

Award Shares C B HC -
Award Shares D RERMD -

The fair values of Award Shares C and Award Shares
D determined at the date of grant using Asian
Option Model were HK$12,484,000 (equivalent to
RMB10,709,000) and HK$11,698,000 (equivalent to
RMB10,034,000), respectively.

RERAKEERERARA 2019 PHRE

LN o U 2O e N~k (¢

(m

B 43 38 B =+ Bl (42)

7 7K H§ [+ Dairy Fortuneft & B
% £ U B 58 919,026,000 i
Bk B KEH &10,169,000
B (i & R A R %#8,946,000
JC) » Dairy Fortune iR % % 1 42 B
ENEENERREBENE
29,026,000 B ([#EEH AR A 11]) ©

R201943 A28 (1 & & B #
1) & 19,962,000 f% 22 B A% 17
IEFEFLEE - RMAERD
A% 5 & - 9,981,000 % £ Bh A% 17
NFA2019F4A21B E &1 5 B
([SRBRHC - TREBRG
9,981,000% 201944 A21H
SE EREBEASKE —FEEL
([EARHDI) -

TEBEBEBBRARBEHHEH
28 :

Granted Outstanding

during Vested during as at

the period the period 31 June 2019

RN2019 F
6A30H

MARH HARE e R AT B

9,981,000 (9,981,000)
9,981,000 (9,981,000)

19,962,000 (19,962,000)

BEBROCRBEROGDRIE D
BEfFER N ERENEE
B 2 FE » Bl A12,484,0008
T (48 & » A R #10,709,000 7T )
11,698,000 ;L (M & R AR
10,034,000 7T) °
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22. SHARE-BASED PAYMENTS (Continued) 22. LR 60 X B R

(b) Share Award Scheme (Continued) (b) B 19 22 By 5t &8l (&)

(1) Share Award Scheme Il (Continued) (I K@OEBENGE)
The following assumptions were used to calculate the KRAUTHBEFERBROIN
fair values of the Award Shares II: NF1E :

Award Shares C

Award Shares D

REBRHC KB R MDD
Grant date share price HK$1.30 HK$1.30
BHABHRKRE 1.308 7T 1.307% 7T
Strike Price HK$1.30 HK$1.30
TE(E 1308 7T 1.30/% 7T
Risk-free interest rate 1.38% 1.44%

2, Bz 7| 2=

Maturity years 0.06 1.06
S
Expected volatility 65.87% 43.20%
& HA % 18
Dividend yield 0.00% 0.00%
g B &=
Option value HK$0.05 HK$0.13
BREEE 0.057 T 0.13% 7T

BHREDERARRKRENE
SR R BB E e

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

The variables and assumptions used in computing the ARAEEREATENEER
fair values of the share options are based on the best BREERESHREMTAE
estimates of the Directors. Changes in variables and E-BERREZNEDIESE

ﬁéﬁbﬁxf’”‘?fﬁﬂdﬁ“@b

assumptions may result in changes in the fair value of
the Award Shares.

CHINA MODERN DAIRY HOLDINGS LTD. INTERIM REPORT 2019
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For the six months ended 30 June 2019
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22. SHARE-BASED PAYMENTS (Continued) 22. LR 60 X B R

(b) Share Award Scheme (Continued) (b) B 19 32 By 5t &8l (&)

(1) Share Award Scheme Il (Continued) m BGRBEENGE)
The Group recognised a share award expense of RABE AEEBBERRHD EE
RMB20,743,000 accordingly during the current B ARM20,743,000 T (B =
period (for the six months ended 30 June 2018: Nil). 2018F 6 A30H LE/N@A : &) -
All of the Award Shares C and Award Shares D were RAEE - B RERHC R
vested to selected participants during the current BRODEBRETL2EE R
period, and the difference amount of RMB2,795,000 17 42 Bh 6 8 A R 520,743,000 7T
between the RMB20,743,000 share award reserve and BB AT R B IR D R K AR 15 1 B
RMB23,538,000 shares held under the Share Award BN A B A R %23,538,000
scheme Il for the shares vested was recognised to TRMOZEANZEFEEARKE
retained earnings. 2,795,000 T R IR B B A FER -
The Group retained a total number of 10,592,774 AEBERBERGEB &I RIK
vesting shares as a consideration of approximately ZEBRFE2EEINEAMRSGH
HK$12,499,000 (equivalent to RMB10,722,000) for B R 4 ££10,592,774 % & B
paying the individual income tax on behalf of those & 7 15 & X 8 #912,499,000% JT
selected participants under Share Award Scheme I and II. (FHE R AR¥10,722,0007T) °
As described above, the ordinary shares of the Company #A | 3C Rt - Dairy Fortune B #5 4
held by Dairy Fortune are accounted for as a debit to the NElEBBRARI ARNEEFE
Group's reserve and are presented under the account of i WHRRERE MR ERIR
“Shares held under the Share Award Schemes” in the BRHEBAEFENRG]IE
consolidated financial statements. e
23. CAPITAL COMMITMENTS 23. EREKIE

30 June 31 December
2019 2018
2019 F 20184
6 A30H 12A31H
RMB’000 RMB’'000
AR TR ARBTT
(unaudited) (audited)
(REER) (EER)
Capital expenditure contracted but not BEIRERGFREED
provided for, in respect of acquisition of NI
property, plant and equipment 7B K& & 29,118 7,812

N o U 2O e b bk
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R & M 35 3R R s

For the six months ended 30 June 2019
HZE2019F6 A30H L/~ A A

24. RELATED PARTY TRANSACTIONS 20 BEFXRS

(@ UTHBAELFERBREFAER

(@) Names and relationship with related parties are

as follows: il RE

Mengniu A shareholder who directly and indirectly held 60.76% of
the Company’s issued share capital

B BEERENEERSERRAAE BTRA60.76% H X R

(b) At the end of the Reporting Period, the Group

had the following balances with related parties:

Amount due from

FETIEER:

BT AL RE

(b) RAERP R AEEREEE

30 June 31 December
2019 2018
2019 20184
6 H30H 12A431H
RMB’000 RMB’'000
ARE TR ARB T
(unaudited) (audited)
(R EZ) (BER)
Mengniu Group R4EEH
Trade receivable — raw milk EWE 5K - R
Within 30 days based on invoice date BEEAF30RAUA 352,149 418,464
Other receivable — disposal of equipment — E fb f& Y k18 — £ & % 1,079 1,681

Amounts due to

P& 14 X 8

30 June 31 December
2019 2018
2019 % 20184
6 H30H 12 A31H
RMB’000 RMB’'000
ARE TR ARB T
(OLETT )] (audited)
(R EX) (BER)
Mengniu Group EE ]
Amounts due to Mengniu (Note i) JE 1 5 4R 3R00E (M 5Ei) 147,402 143,048
Other payable (Note ii) H A~ ZOE (B 5Ei)D 18,000 18,000
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

24. RELATED PARTY TRANSACTIONS (Continued)

(b) At the end of the Reporting Period, the Group
had the following balances with related parties:
(Continued)

Amounts due to (Continued)
Notes:

In October 2018, Inner Mongolia Mengniu issued a Mengniu
Bill to Modern Farming. The fair value of the Mengniu Bill was
RMB141,244,000 when received and the corresponding payable
to Mengniu was recognised in other payable. Modern Farming
recognised interest expense of RMB1,804,000 for the year
ended 31 December 2018 and RMB4,354,000 for the current
period in the payable to Mengniu under amortised cost method.

ii. The other payable of RMB18,000,000 was advances received
with certain conditions from Mengniu to stimulate the Group
to steadily expand the raw milk supply to Mengniu for the year
ending 31 December 2019. It was uncertain that the Group
would fulfil certain conditions of sales in the year ending 31
December 2019, and if such conditions are not fulfilled the
advances will be refunded to Mengniu.

(c) During the current period, the Group entered
into the following transactions with related

ARG M ERRME

For the six months ended 30 June 2019
EHZE2019%6 A30H L/~ A

20 BELRZ#)

(b) RAERMP R XK HREHE
FETI&EE: (@)

FE 1S RIE ()
G

R2018F10A R B R4 MR AR K
¥XEEBRTEFEBR-SFEEERR
I B B A A B A R % 141,244,000
JT v AR JE R S A BRI R H b E
RIERR - BRAEEBR)IZEHRK
AERENSTFRERE E20184F
NANBLEFERRAFNBERAIAR
#1,804,000 T & A A Hi B R F B
3 A R ¥ 4,354,000 7T °

i. EHZE2019F12A31BLEFE Efb
&1 B A R #18,000,0007T A A &
FIEFEHTERTFRE URERSE
ERTHRASREERRERDOEE
E-HZE2019F12A31BIEEE - &k
BT AEEBERSE THEGHE
BEZSGERGEER BFEEREE
FTRE-

() RAHME AKEERBESF
YATFTRS:

parties:
Six months ended 30 June
BZ6H30RILLA<MEA
2019 2018
2019 20184
RMB’000 RMB’'000
ARE TR AR T T
(OLETT ) (unaudited)
(REEZ) (REEZ)
Mengniu Group F4H5HE
Sales of raw milk HE R 2,195,806 2,022,484
Sales of liquid milk HEREDN - 239,995
2,195,806 2,262,479
Mengniu Group S45H
Cash consideration for the disposal of HENBARRENI &
equity interests in subsidiaries RE 56,040
Other H _
56,040

The sales prices were based on mutually agreed terms.

N o U 2O e b bk
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
R & M 35 3R R s

For the six months ended 30 June 2019
HZE2019F6 A30H L/~ A A

24. RELATED PARTY TRANSACTIONS (Continued) 20 BELRZ#)

(d) Other borrowings (d) H &

KA ARERBESTIUT
%5

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

As at Raised Payment As at
1 January during during 30 June
Category e 2019 the period the period 2019
20195 2019 F
1A18 HMASE MANXK 6A30AR
RMB’'000 RMB'000 RMB'000 RMB'000
AR®TT AR TR AR®TR AR®TrR
Mengniu Entrusted Loan (Note i) SHZREERCHEED 1,001,111 1,159,151 (1,159,134) 1,001,128
Mengniu Advance (Note ii) 5 4 2 (B 5Ll - 152,871 (1,277) 151,594
1,001,111 1,312,022 (1,160,411) 1,152,722
Disposal of
As at Raised Payment  subsidiaries As at
1 January during during during 30 June
Category fegll 2018  the period  the period  the period 2018
#2018 F REBAEE  R2018%F
TRA1E HBARE% HAMHR WERE 6A30H
RMB’000 RMB’000 RMB’000 RMB’000 RMB'000
ARETT AR®TRT AR®TR ARBTRT AR®TR
Mengniu Entrusted Loan SHEEAER
(Note i) (BE 3D 1,065,400 1,061,000 (1,061,000) (65,400) 1,000,000
Notes: B 5F

CHINA MODERN DAIRY HOLDINGS LTD.

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 “Mengniu Entrusted Loan”). 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. In September 2017, pursuant
to the letter of comfort to certain US$ loan, borrowing facilities
of RMB1,000,000,000 was extended to September 2020, and
then further extended to September 2021 pursuant to the letter
of comfort to certain HK$ loan in September 2018, and the
extension had no effect on the outstanding loan from Mengniu
Group. The outstanding borrowings of RMB1,001,128,000 at
30 June 2019 will mature within one year and bear interest at
fixed rates from 4.002% to 4.785% per annum. The Group
recognised interest expense of RMB24,151,000 for the six
months ended 30 June 2019 (for the six months ended 30
June 2018: RMB24,406,000).

INTERIM REPORT 2019

R2017F5A AEEEASFEEK
FREEERT(REEAELRITDT
MHRETERGE Bt S45E
AEEBRPREERTAANEEBRE
&3 E & A R#1,500,000,0007T ([5
FETXERD - ZESERBRELR
2020F5 R BB - B EFRBHARRE
THELERREEMEERN KL -
R2017F9A  REETETLERSE
Bk & EE A R %1,000,000,000
THEHHBETERZE2020F98 @ W iR
BR2018FIANE T B TLERER
K BIEIBE S ERE20215698 -
ZEPHEFEENREZERE
FE-N2019F6 308 HAEERN
& 3 A K #1,001,128,000 7T # R — &
A B E . I $#4.002% E4.785% K &
EFFEF LB B E2019F6A30H
EXREA  AEEERAMNERAIAR
# 24,151,000 7T (& £20184F 6 A30H
IEN1E A« AR %24,406,0007T) ©




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AR S MR RME

For the six months ended 30 June 2019
EHZE2019%6 A30H L/~ A

24. RELATED PARTY TRANSACTIONS (Continued) 20 BELRZ#)

(d) Other borrowings (Continued) (d) H b 18 (&)

Notes: (Continued)

B AE - (4%)

During the current period, the Group entered into several
advance payment agreements with Mengniu Group, pursuant to
which, Mengniu Group agreed to advance RMB 150,000,000 to
the Group and the advance payment is limited to be used in the
Group's dairy cow raising business (the “Mengniu Advance”).
The outstanding balance of RMB151,594,000 at 30 June 2019
will mature within one year and bear interest at a fixed rate of
4.800% per annum. The Group recognised interest expense of
RMB2,871,000 for the six months ended 30 June 2019 (for the
six months ended 30 June 2018: nil).

(e) Compensation of key management personnel

The emoluments of key management during the Reporting
Period were as follows:

RAHE AEEERSFEETTE
FTEMZREBZ Bt Z45ERA
E M ALK EENAR150,000000
ToEMNZREBEERARAEAEBEI
TREBEBIRF B K] K2019
FOABMREERZEBR ARK
151,594,000 # N — F A 2| # - I
RA4800%MEEFFMEF B -HE
2019F 6 A30H LA A AN&E B #
RF BRI ARYK2871,000T(&FHE
20186 A30R LE/NfE A : &) -

(e) TZEEBAENHM

UTEXTEEEABRAERYRHE
B & -

Six months ended 30 June
BZ6H30ALX<EA

2019 2018

20195 20184

RMB’000 RMB’'000

AR TR ARET T

(unaudited) (unaudited)

(REEZ) (REEEZ)

Salaries and other benefits e kEMEF 5,070 3,810
Recognition of equity-settled share BRIZERELEENR D ER

award payments B IRNE 11,613 1,247

Retirement benefits scheme R R AR R & &4 K
contributions 358 175
17,041 5,232

RERAKEERERARA 2019 PHRE
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
R & M 35 3R R s

For the six months ended 30 June 2019
HZE2019F6 A30H L/~ A A

25. FAIR VALUE MEASUREMENTS 25. A EFE
Fair value of the Group'’s biological assets, financial RREMEEUQAFERI L FER
assets and financial liabilities that are measured at HERATGENEAEBEYEE -
fair value or fair value less cost to sell on a recurring TRHEERZMEBNATE
basis
The Group's biological assets are measured at fair value less costs REBMEYMEER RN T ERBEE KNG
to sell, and some of financial assets and financial liabilities are EHroremnEERSRBEERNSERS
measured at fair value at the end of each Reporting Period. The AEAFEFE - TRIEHABABEAF
following table gives information about how the fair values of these B ENHASBENITEREENMEST
assets and liabilities are determined (in particular, the valuation ZEEENBAENRAFEGERRATER
technique(s) and inputs used), as well as the level of the fair value MEBEFERBAZSE) K852 FE
hierarchy into which the fair value measurements are categorized FENAFEARANKFET(E-—Z=ZH)NE
(levels 1 to 3) based on the degree to which the inputs to the fair =

value measurements is observable.

Fair value hierarchy N FE&KB

Fair value Fair value
as at as at
30 June 31 December  Fair value
2019 2018  hierarchy
2019 F n20184%F
6H30H K 12A318H

Assets/(liabilities) BE/ (AR DN FE AF¥E AFEELF
RMB’000 RMB’000
AR®T ARET T
(unaudited) (audited)
(RBER) (&%)
Biological assets EYBE 7,650,739 7,717,113 level 3
EBE=&
Derivative financial instruments MESRIT A
- Interest rate swaps - F Ria H 11,873 40,774 level 2
&
— Foreign currency forward contracts -HNERBAE L 37,853 39,025 level 2
&
- Foreign currency option contracts - ShNEHRRES 4 9,329 625 level 2
=R
- Interest rate swaps -F RiaH (28,286) (12,601) level 2
&
— Foreign currency forward contracts - GNEE R HA A A (3,255) (3,631) level 2
&
- Foreign currency option contracts -GN HRRE S 4 (4,259) (1,497) level 2
B
Equity instruments at FVTOCI BRATEFAEMEE
WARERZTA
- Unquoted equity investments -ABEBEEZRE 2,508 level 3
E=&

CHINA MODERN DAIRY HOLDINGS LTD. INTERIM REPORT 2019



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
G S MR RN

For the six months ended 30 June 2019
EHZE2019%6 A30H L/~ A

25. FAIR VALUE MEASUREMENTS (Continued) 25. A EFFE@
Valuation techniques used in fair value AFEAEFANGEERLZE
measurements
The following table shows the valuation techniques used in TERIRMR2019F6 A30ATEE K=
measuring Level 2 and 3 fair values, as well as the significant HRATERABNEETE AREERE
unobservable inputs used in the valuation models as at 30 June RAFTAMEXNTAIBRE A S
2019:

Inter-relationship between
significant unobservable inputs

Type Valuation technique Significant unobservable inputs and fair value measurements
EXTAEEBAHER
Lk “ER % EXTAEEGAYE AFEAEZHNEERR
Foreign currency Discounted cash flow N/A N/A
forwards 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.

5 3 B BRAERE T@ER TER
ARBEREDREEHER(K
BERBANABRERAEER)R
ANEHEXRME BRRZAY
FANEERBNOFEMEE-

Foreign currency Garman-Kohlhagen model N/A N/A
options

SNEE HA 1 Garman-Kohlhagen & % TEA A

Interest rate swaps Discounted cash flow N/A N/A

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.

M &= 5 BRAERE TiE R TER
ARREREDREEBHNE(R
BERARNABRNRIREH
MERBE BRREZZHEFIAOE
BERBAOMERR-

RERAKEERERARA 2019 PHRE
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BRI RME

For the six months ended 30 June 2019
HZE2019F6 A30H L/~ A A

25. FAIR VALUE MEASUREMENTS (Continued)

Valuation techniques

used in fair

measurements (Continued)

25. X FEFE @)

value

AFEAEERNGEEL E@E)

Inter-relationship between
significant unobservable inputs

Type Valuation technique Significant unobservable inputs and fair value measurements
EXTTRERAHER
g3 RER % EXTTREGAEE APEFEZEANEERRE
Unquoted equity Market approach Fair value is estimated based on value An increase in the discounted for lack
investments of comparable listed companies and  of liquidity would result in a smaller
discounted for lack of liquidity. percentage decrease in the fair value
measurement of the unquoted equity
investments.
ABRERARE iR AFENRAELBRITRAANE RHUTRHRENTERREE

Heifers and calves

L3N

CHINA MODERN DAIRY HOLDINGS LTD.

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

VEANNBERAFEDZEE ]
MEEBEE

BEEEEARRRDETRER -

Average local market selling prices
of the heifers of 14 months old were
estimated at RMB22,700 per head at
30 June 2019 (31 December 2018:
RMB22,700).

201966 A308 + 1418 A & /)
FHEHENTEERHRTATRE
AR#22,7007(2018F 12 A318 :
AR#22,7007) °

INTERIM REPORT 2019

BEREANTFEFAENLOIRD -

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.

B R 6 1 51 28 4 7905 o (B 28 10
BB RMEATET BB
BB R 2T -



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
G S MR RN

For the six months ended 30 June 2019
EHZE2019%6 A30H L/~ A

25. FAIR VALUE MEASUREMENTS (Continued) 25. X FEFE@®)

Valuation techniques used in fair value AREEAEFANGERL E#E)

measurements (Continued)

Inter-relationship between
significant unobservable inputs

Type Valuation technique Significant unobservable inputs and fair value measurements
EXTAEEGAYER
Lk HER % EXTAEEGAYE ATEAEZHNEERR

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.

EPNRUUEANERERNNE S
ENFHRFEDEREGTEH
HEBREERBRNAEEER
MWEAMEMRBTRELAR  ME
BE-RAMANBEMET - ERM
ERRIAEAMERARNN B F
MAFEDEMES DT+ B4
ABEZEESERSERBRNOR
BRMBENBARERA  NEERE
—REAEFEMET -

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 RMB16,732 at 30 June 2019 (31
December 2018: RMB16,240); average
estimated feeding costs per head
plus margin that would normally be
required by a raiser for heifers older
than 14 months old are RMB16,802
at 30 June 2019 (31 December 2018:
RMB16,620).

R2019F6 A30H » & /) W14 A
MNBERNEMT  FEEMEE
FTHREKAMNEEG —KRHMAE
7l A AR ¥16,7327T(2018F 12
A318 : AR#16,2407) 1 12019
F6A308 B ARI4EA KNG
4ME SRELTHRFABERA
MBERE-—BRAEAMNBAARK
16,8027L (2018F 12 A318 - AR
16,6207C) °

FERANEERERAR

O o U O ke D ik 14

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.

FANGHREXANERE R
FAMBENEEBERR/ R4
EANNEFRNGFAFEFEN
BALOIEM/ B R -

2019 AR EIRE



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BRI RME

For the six months ended 30 June 2019
HZE2019F6 A30H L/~ A A

25. FAIR VALUE MEASUREMENTS (Continued) 25. A FETE@)

Valuation techniques used in fair value AREEAEFANGERL E#E)

measurements (Continued)

Inter-relationship between
significant unobservable inputs

Type Valuation technique Significant unobservable inputs and fair value measurements
EXTAEEGAYER
Lk HER % EXTAEEGAYE AVFEAEZHNEERR
Milkable cows The fair values of milkable cows The estimated feed costs per kg of raw  An increase in the estimated feed
are determined by using the multi- milk used in the valuation process are  costs per kg of raw milk used would
period excess earnings method, which  RMB1.79 for the six months ended 30  result in a smaller percentage decrease
is based on the discounted future June 2019 (for the year ended 2018: in the fair value measurement of the
cash flows to be generated by such  RMB1.89), based on the historical milkable cows, and vice versa.
milkable cows. average feed costs per kg of raw milk
after taking into consideration of
inflation.
4 MEATEERFRZHBENE B 2201968308t ~AEA & FANEBATEHA/TEERR

CHINA MODERN DAIRY HOLDINGS LTD.

EERMHERNTELENRAR
XREREETE

BEBTFEBNE AT RRNME
AEKABARE179L(HZE2018
FEFEEAR®189T) HER
BATRMPMEL FHRAERA
W RBEWRET -

A milkable cow could have as many as
six lactation cycles. Estimated average
daily milk yield at each lactation cycle
is ranged from 26.6kg to 28.8kg for
the six months ended 30 June 2019
(for the year ended 2018: 26.5kg to
28.7kg), depending on the number of
the lactation cycles and the individual
physical condition.

MmEH%AENERIL S B E2019
F6A30RAILAEA  SRHILAME
FEHEREMENT266RATE
288D (B E2018F I EE 1265
ATEBIAT) REIALEEE MU
R AR B & BRI E

INTERIM REPORT 2019

BMUEHRHF LT EFENRD
HOITR R2TA-

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.

FRANGHEETSRENEEN
TEYNFERFEHABOR LA
RE RZMHK-
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For the six months ended 30 June 2019
EHZE2019%6 A30H L/~ A

25. FAIR VALUE MEASUREMENTS (Continued) 25. A FEFE@E
Valuation techniques used in fair value AREEAEFANGERL E#E)

measurements (Continued)

Inter-relationship between
significant unobservable inputs

Type Valuation technique Significant unobservable inputs and fair value measurements
EXTAEEGAYER
Lk HER % EXTAEEGAYE APEFEZEANEERRE

Estimated local future market price for An increase in the estimated average
raw milk is RMB3.85 per kg at 30 June selling price of raw milk used would
2019 (31 December 2018: RMB3.86 result in a much higher percentage
per kg). increase in the fair value measurement
of the milkable cows, and vice versa.

R2019F6A30R it EAR MANERDMAEFFHEEEMT
FRATEARSLAT ARE3ISST EBHMF L FAEGEMNEA LI
(2018F12A31B - BAFARE M R2K%-

3.867T) °

Discount rate for estimated future An increase in the estimated discount

cash flow used is 11.50% at 30 June rate used would result in a slightly

2019 (31 December 2018: 11.80%). smaller percentage decrease in the fair
value measurement of the milkable
cows, and vice versa.

R2019F6 308 AR ARR MANGHERRENTEHNF
BERENBEERE1150%(2018 AFEFENGEIEHTE K2
128318 :11.80%) ° A °

RERAKEERERARA 2019 PHRE
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BRI RME

For the six months ended 30 June 2019
HZE2019F6 A30H L/~ A A

25. FAIR VALUE MEASUREMENTS (Continued)

26.

Reconciliation of Level 3 fair value measurements of
biological assets and equity instruments at FVTOCI

25. X FEFE @)

EMEEF="RLOFEFERAEZR
FEHFAEMCZEARANERZRRE

B % 55
Equity Heifers,
instruments calves and
at FVTOCI  milkable cows
BAFETA
H#2mEHEA NG
MNERITA NE R A
RMB’'000 RMB’'000
AR T AR T
Balance at 1 January 2019 (audited) R2019F 1 A1 H W& &%
(E&E%) 2,508 7,717,113
Total gains in OCI REMEEWR ALK EE 131 =
Feeding cost i & AR K - 669,399
Decrease due to disposal H & 3] A R A - (305,302)
Loss arising from changes in fair value FRAFEZEHFEEXN
less costs to sell of dairy cows EEXEREE = (430,471)
At 30 June 2019 (unaudited) 201946 A30 8 (R & &8 1%) 2,639 7,650,739

Fair value of financial assets and financial liabilities
that are not measured at fair value on a recurring
basis

The Directors consider that the carrying amounts of financial
assets and financial liabilities measured at amortised cost in the
condensed consolidated financial statements approximate their
fair values. Such fair values have been determined in accordance
with general accepted pricing model based on discounted cash
flow analysis.

EVENTS AFTER THE REPORTING PERIOD

The Group had the following significant event after the Reporting
Period:

On 18 July 2019, the Company announced that it entered into
an subscription agreement (the “Subscription Agreement”) with
New Hope Dairy Co., Ltd. (the “New Hope"), pursuant to which
the Company has conditionally agreed to allot and issue, and
New Hope or its designated subsidiary has conditionally agreed
to subscribe for 276,228,409 shares at the price of HK$1.3535
(equivalent to approximately RMB1.1920) per share. And as a
condition precedent, New Hope has signed a tripartite agreement
with the Company and certain pledgers, pursuant to which New
Hope or its designated subsidiary has agreed to purchase the
Collaterals at the price of HK$1.3535 (equivalent to approximately
RMB1.1920) per share.

CHINA MODERN DAIRY HOLDINGS LTD.

INTERIM REPORT 2019

26.

YHERELEELUATFETEN
TRHEEREREBENLTE

EERRERAGAUBRAANREHKA
AENEREENRERAGBNEREERER
AFEEE - BFRAAFEDNRBEEERS

MEBRALERUBRRSRONETE -

ERMEER

AEBERERPREATEARNER:

MR2019%F7H188 AR R EM  HHE
FEAEBRODERARNTHBEDT LR
BHha(RERZD B A28 HF1K
HRIERFERET MAHSLEREETH
WE QR AEIEHRERE276,228,400
D B AFIRI13535BT(HBE R A
R¥1.19207m) - MIEABLRIEH FH 2L
BEEARFRETERAZTBE = H%E"
Bl ¥in 2R EECENNBARRER
BERFR BRATRI1335ET(HER
HANRMEE1.19207T) °

4
#




MODERN FARMING

10 a4 |
China Modern Dairy Holdings Ltd.
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PERANEZIRERAT
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