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“Farming diligently only for purity,
genuineness, freshness and vitality”
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CORPORATE PROFILE
DEEN

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 235 thousand heads and annual milk yield around 1.5
million tons. The Company initiated the production model of “Zero-
distance Integration of Forage Grass Planting, Cows Breeding and Milk
Processing within Two Hours”, which is the first and the only enterprise
at present in the PRC that applies integrated production model with
SGS certification. Modern Dairy’s products have been awarded the
Gold Prize of Monde Selection which is generally regarded as the
“Nobel Prize” in the food industry, for the past seven consecutive
years.
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CORPORATE INFORMATION
LAFEH
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Cayman Islands
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TRANSFER OFFICE
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183 Queen’s Road East, Wanchai, Hong Kong

LEGAL ADVISORS
As to Hong Kong Law
Cleary Gottlieb Steen & Hamilton (Hong Kong)

As to PRC Law
Commerce & Finance Law Offices

As to Cayman Islands Law
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STOCK CODE
The Stock Exchange of Hong Kong Limited: 1117

WEBSITE AND CONTACT

http://www.moderndairyir.com
Enquiry: (+852) 2850-6252
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HIGHLIGHTS
i F

FOR THE SIX MONTHS ENDED 30 JUNE HBZE6H308 LLAEA
(All amounts in Renminbi ("RMB”)  (BR453BI5I885h - FRE & EE N 2020 2019 Change
million unless otherwise stated) ARBTAR¥B)EE YR 20205 20194 )

(unaudited) (unaudited)
(REEER) (REEEZ)

Revenue WA 2,827.8 2,570.1 +10.0%

Gross profit before raw milk fair value — FHEHA A BT E F 1,052.0 898.1 +17.1%
adjustments

Cash EBITDA (Note 1) IR S EBITDA(FIEET) 865.4 +14.0%

Profit attributable to owners of PN/NSIES PN A | 124.9 +76.7%
the Company

Net operating cash inflow BERSFRA 855.6 +23.3%

Free cash flow (Note 2) El==E (=) 351.1 +79.9%

Basic earnings per share (RMB cents) ~ SRERZF|(ARE D) 2.05 +69.3%

Net asset value per share (RMB) BREEFEARERT) 1.07 +6.5%
(Note 3) (P 5E3)

Annualized milk yield of milkable cow R FLAF(LE S (W, 58) 10.6 +5.7%
(tons/head)

Period milk yield (tons ‘0,000) HRNEY = (BHE) 68 +10.3%

Herd scale (heads) BERRE(GE) 235,877 226,861 +4.0%

e Strong Growth in Financial Performance: For the six months o BIBEZSERYER @ HZ=2020F6A30H 1=

ended 30 June 2020, the total revenue of the Group reached NEA  AEBHAKAEARK28.281E
RMB2,828 million, representing a year-on-year (“yoy”) increase 7T R R10% - IREEBITDAKGE AR
of 10%. Cash EBITDA recorded RMB987 million, a yoy increase of 9,878 r ALLIBER14% - RAFHE
14%. The profit attributable to owners of the Company reached ANEMRFEGARE221ET - AR
RBM221 million, a yoy increase of 77%. Excluding the one- 77% o HiBR R 4B FE B A — R I a0 R
off gains in the two corresponding periods, the profit increased & 2019F A B AR I8 K492% ;

substantially by 492% compared to the same period in 2019;

¢ Significant Increase in Free Cash Flow: The cash flow ¢ HBHHBESHAKEER @ XEBEBRSHMNE

position of the Group was strong, with free cash flow increased BRkY) - BEERSRANEBIEEARKG6.32(E
significantly to RMB632 million, representing a yoy growth of 7T EIER80%
80%;
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HIGHLIGHTS
e

Unit Yield of Milkable Cows Reaching Another Peak: The
major operating indicators of the Group have all exceeded targets.
The annualized unit yield of milkable cows for the Reporting
Period reached 11.2 tons (2019:10.6 tons), representing a
yoy growth of 6% and reaching another peak. The total milk
production during the Reporting Period hit 750 thousand tons
(2019: 680 thousand tons), representing a yoy growth of 10%.
As at 30 June 2020, the Company owned 235,877 head of dairy
cows and achieved a yoy increase of 4% or 9,000 head of dairy
cows, in line with the Group’s overall herd expansion strategies;

Significant Decrease in Debt Scale: The Company has
implemented the strategy of reducing debts in an orderly manner
and has achieved remarkable results. The debt-to-asset ratio
dropped from nearly 60% at the end of 2018 to 51% as of 30
June 2020;

Branded Milk Won Gold Awards for Seven Consecutive
Times: Modern Dairy’s pure milk was awarded the Gold Prize
of Monde Selection for the seventh consecutive year; the brand
of Modern Dairy has been shortlisted as the “Strategic Partner
of China’s Aerospace Industry”, symbolizing that our premium
quality branded milk was widely recognized by all sectors of the

society.
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B R RSB SR IS
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Cash EBITDA is defined as earnings 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) other gains and losses, net; iii)
impairment losses under the expected credit loss model, net of reversal; and
iv) loss arising from changes in fair value less costs to sell of dairy cows.

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

Equity attributable to owners of the Company at the period end divided by
the number of ordinary shares in issue at the end of the reporting periods,
defined as the six months ended 30 June 2020 and the six months ended 30
June 2019.
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HIGHLIGHTS
=

Raw Milk Production (tons’0,000) Annualized Milk Yield (per milkable cow)
RIpEE () FLEE (SHESLF)

tons/head/year '
W - ©

- 1H2018 1H2019 1H2020 1H2011 1H2012 1H2013 1H2014 1H2015 1H2016 1H2017 1H2018 1H2019 1H2020
Sales of Raw Milk (RMB'million) Gross Profits (RMB'million) and Margin (%)
FIBSAER (ARWEMT) EF (AR®ERT) REFE (%)

2,828
2,570 1,052

2,344

1H2018 1H2019 1H2020 1H2018 1H2019 1H2020
Net Operating Cash Inflow (RMBmillion) Interest-bearing Loan (RMB’million)
BERRRLPHE (ARWERT) FRARMAE AR%ENT)

7,116

1,055

1H2018 1H2019 1H2020 1H2018 1H2019 1H2020
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Wenshang Farm
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FRESH RAW MILK

A ¥ FRRH

We operate a total of 26 dairy farms with 235,877 dairy
cows in total across seven provinces in mainland China. Each
milkable cow on average can produce 11.2 tons of fresh
pasture milk each year.
BHMEFBEAM - EERE LS E26@4%5 @ HEH
23587738 %4 - G IS FIHFELE .20 EE K
54 e

PURE MILK WITH GOLD AWARD
R

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

BRYE BENR  EBE+FREHARMMETER
RN -




PRODUCTS OF THE GROUP AND ASSOCIATES

HIGH CALCIUM MILK

= 85415

High in calcium from good dairy farms, Modern Dairy
High Calcium Milk contain 125mg of calcium per
100ml. Vitamin D is specially added to facilitate calcium
absorption. The milk is nutritious, pure and rich in taste.
SHEREFHE  BRAKESTHEZ100mIZH
125mg @ FRIMMA#AEED @ REFHRK - &8E
2 MEER-

WHFIH
R FELE

&5+

%2000 |

SKERBELAFER

WALNUT MILK

Rk

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

BIAREEC - ERABERY - HESEERED -
FHEBEEIBEERK -
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MANAGEMENT DISCUSSION AND ANALYSIS

TR S h

BUSINESS REVIEW
Industry Overview

In the first half of 2020, despite facing the severe challenges imposed
by the outbreak of the coronavirus disease 2019 (COVID-19) (the
"Pandemic Outbreak”) and the complex and ever-changing international
geopolitics, the People’s Republic of China (the “PRC") has forged ahead
by overcoming the Pandemic Outbreak, with the resumption of work and
production basically completed by mid-2020 and social activities returning
to normal state. According to the statistics released by the National
Bureau of Statistics, the gross domestic product (“GDP”) in the first half
of the year fell slightly by 1.6% year-on-year (“yoy”). In terms of quarters,
the first quarter fell by 6.8% yoy, while the second quarter increased by
3.2% yoy. In the first half of the year, national economy recovered after
the recession. Economic growth turned from negative to positive with the
main indicators witnessing a restorative growth in the second quarter.
The economic operation recovered steadily, the basic livelihood was firmly
protected and the overall social development stabilized with the generally
positive market expectation.

In terms of dairy industry, due to the Pandemic Outbreak, the concept
of healthy consumption is gradually becoming more prominent among
the general public. With the steady progress of resumption of work and
production, the milk consumption in the PRC has exhibited a growth
momentum, driving the milk prices to bottom out. Although tariffs for
alfalfa, an important imported feed for dairy farming, was not imposed
even under the Sino-US trade war, domestic feed prices, such as corn
and soybean meal, have shown an upward trend yoy. As such, despite
facing the complex and volatile domestic and international economic
environment, the sales of major dairy companies recovered to more than
90%. Statistics from the National Bureau of Statistics showed that the
production volume of raw milk recorded a 7.9% increase yoy. Against
the background of strengthened healthy consumption mindsets, higher
consumption levels, and expansion of the domestic demand cycle, it is
foreseeable that the quality expectation and demand for dairy products
will improve simultaneously.

Over the recent years, the dairy industry has been devoted to low
temperature production and providing high-end products. Large-scale
farms have become a main source of production for current commodity
raw milk in the PRC. With the increasing threshold of domestic large-
scale farming industry, the traditional backyard farming and small- and
medium-sized dairy farming have lost their competitive edges. In the
future, the increasing demand for raw milk will be met by the increase in
production of large-scale farms, and the linkage between upstream and
downstream dairy enterprises will be further strengthened.

CHINA/MODERN DAIRY HOLDINGS LTD.
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MANAGEMENT DISCUSSION AND ANALYSIS

Business Review

For the six months ended 30 June 2020 (the “Reporting Period”), the
Group was mainly engaged in dairy farming operations (producing
and selling quality raw milk for customers who process it into dairy
products) and developing its self-branded liquid milk products through
associates jointly established 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.

During the Reporting Period, the Group has strived for excellence and
achieved profit before tax of approximately RMB226.6 million (2019:
RMB133.9 million), representing a growth of 69.2% yoy and net free
cash inflow of RMB631.8 million (2019: RMB351.1 million), representing
a growth of 79.9% yoy, by increasing unit production, reducing costs,
increasing operational efficiency and conducting appropriate herd
expansion.

Operational Performance

For the Reporting Period, the performance of the major operating targets
of the Group exceeded our expectation. The external average selling
price ("ASP") of raw milk stood at RMB3.87/kg (2019: RMB3.85/kg),
representing a growth of 0.5% yoy. During the Reporting Period, the
annualized milk yield per head of milkable cow (“AMY") increased by
5.7% yoy to 11.2 tons (2019: 10.6 tons). With the uplift of raw milk
production and the increase in the number of milkable cows, the total
milk production during the Reporting Period hit 750 thousand tons (2019:
680 thousand tons), representing a growth of 10.3% yoy. The Group has
achieved sales of raw milk up to RMB2,827.8 million (2019: RMB2,570.1
million), representing a yoy growth of 10.0%. Benefiting from an
increase in AMY and total milk production and effective cost control, the
gross profit (before raw milk fair value adjustments) of the dairy farming
business stood at RMB1,052.0 million (2019: RMB898.1 million) with a
gross profit margin of 37.2% (2019: 34.9%) during the Reporting Period.
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MANAGEMENT DISCUSSION AND ANALYSIS
THBWRER 2 H

During the Reporting Period, the Group successfully kept the unit cost
(excluding depreciation of property, plant and equipment) of raw milk
at RMB2.27/kg (2019: RMB2.31/kg), representing a yoy decrease of
1.7%. This was achieved by continuous boosting of the health of cows,
optimization in the formula of feed mix, 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 RMB1.75/kg during the
Reporting Period from RMB1.78/kg for the same period of last year,
representing a decrease of 1.7% yoy.

Minimal Impact from COVID-19

During the Pandemic Outbreak, the Group stringently adopted various
response measures to prevent the possible impact of the Pandemic
Outbreak. Since the Pandemic Outbreak, except for a mild impact
inflicted on transportation and logistics during the early stage thereof,
the overall operation of the Group’s farms has remained normal and
production and sales volume of raw milk have been stable, and neither of
the Group’s cows nor employees have been substantially affected. During
the Reporting Period, the Company’s management adjusted operation
strategies in time and allocated resources flexibly when facing external
uncertainties. While increasing AMY, reducing operating costs, improving
efficiency and conducting appropriate herd expansion, we were able to
enhance the quality of our raw milk. The Group will continue to adhere
to the fundamental principles of safe and quality production, provide
each of its dairy cows with the best living environment, use the most
natural scientific breeding methods and feeding techniques to allow our
dairy cows to produce the highest quality pasture milk, and give back to
consumers.
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MANAGEMENT DISCUSSION AND ANALYSIS

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 the PRC 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 processing plants of dairy
products to ensure that the routing from milking to processing could be
completed in the shortest time.

The Group has renovated the cowshed equipment and improved the
ventilation system; adjusted the feeding formula and increased the
frequency of feeding, enhanced the dryness level of the bedding materials
through drying technique and improved the bedding comfortability;
increased the frequency of sink cleaning to ensure healthy drinking water
with the aim of continuously improving and enhancing the comfortability
for milkable cows so as to raise the milk production.

Each farm is equipped with modern cowshed equipment, logistics
systems, environmental protection facilities, 24/7 monitoring system,
and with veterinarians stationed in farms to make sure that each cow
is habitating in a comfortable environment, producing high quality and
healthy raw milk.
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MANAGEMENT DISCUSSION AND ANALYSIS
THBWRER 2 H

Herd Scale
Dairy cows LA

Milkable cows AR

Heifers and calves INFLAE RN
Total 5T

The Group currently operates a total of 26 dairy farms (each with a herd
size close to or over 10,000 dairy cows) across seven provinces in the PRC.
The breeds of milkable cows are Holstein dairy cows or their offspring,
with good physical health and high milk yield. The Group adheres to the
strategy of appropriate herd expansion. On the basis of not increasing
the major ranch facilities of existing farms, the Group increases the size
of the herd by maximising the utilization rate of existing ranch. Besides,
we continue to improve the genetics of dairy cows so as to increase the
proportion of the core herd and achieve a steady growth in production.

During the Reporting Period, our herd size grew orderly yoy by

approximately 4.0% to 235,877 head of dairy cows (2019: 226,861
heads), in line with the Group’s overall herd expansion strategies.

Milk Yield

Milk yield of milkable cow is affected by a number of factors, such
as the number of the cow’s lactation, breed, comfort level, health
condition, genetics and feed mix. Under an effective herd management,
we recorded AMY of 11.2 tons per milkable cow during the Reporting
Period (2019: 10.6 tons), representing a growth of 5.7% yoy. The total
milk yield grew by 10.3% yoy to 750 thousand tons (2019: 680 thousand
tons).

ERAE

30 June
2019
20194
6H30H
Heads
5 58

134,533
101,344

235,877

131,658
95,203

226,861

AEBRKEFEALCEEREE26EZBR
Bi5 o AR RERFINES S ERN - HgERE
B ENER - ARERILEENEERE £
BMRABSERRENERE L - BBRTRAK

SHRBEABMFEFRE - B REOTENRBEN
RIFAMEANESZOSEEL  BREENES

S -

RERBER  BHRREEAFIERIESE235,877
SEH(20194F : 226,861%8) * FILLERLI4.0% « &
& BRI BERER

EfNg

MEMENEZILERAZMZE  EHRENFH
WELIR IR - miE - EEETEREE BREBER  ER
LEARERE EERMEREET  BHREBA
HAFSRETERILFREEET1.2ME (20194 : 10.6
WE) - FILLIBAN5.7% + EHH=E7S5ENE (20194 « 68
BE) - FIEIN10.3% °




MANAGEMENT DISCUSSION AND ANALYSIS

Quality of Raw Milk

Modern Dairy ensured the quality management and control were
scientifically controllable and adhered to the principle of high starting
point, high positioning and high standard, keeping consumers to be
informed with quantitative data of milk. We produced our own dairy
products using our own raw milk. Every procedure in the production of
raw milk e.g. milking, refrigeration and transportation was completed
with monitoring measures and the strictest standard in the world
adopted, the quality of raw milk was therefore guaranteed.

BAREEEE
Standard of the Number of Somatic Cell
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Standard of the Number of Microorganism

No. of soma/1 ml cfu/1 ml
BZHmEE MEFH RS AV E S
600,000 2,000,000 —
500,000 500,000
400,000 400,000
300,000 300,000
200,000 200,000
100,000 100,000 .*x
0 0 ______|
fﬁﬂ‘,iﬂtﬁ (4] FE BAKME BB HE
Modern European Chma Modern European China
Dairy Union Dairy Union
The standard of the number of somatic cell per 1 milliliter (ml) of raw  BRE B EMARHESERRETHEMEER
milk is no more than 600 thousand cells according to the PRC relevant SKEEB1ZEHTZR60EH  EREREE1Z2HAT
guidelines, 400 thousand cells per 1 ml in the European Union, and ZR40&ff - RRBMENZEES1IZALRNI5E

less than 150 thousand cells per 1 ml in Modern Dairy. The standard of
Modern Dairy is stringent than those of the PRC and European Union.

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

Environmental Protection and Epidemic Prevention

The Group strictly complies with relevant laws and regulations for
epidemic prevention management, conducts health rating management
for dairy cows, cautiously monitors the environment of farms, refines the
management of entry and exit of farms, provides epidemic prevention
and protection in production area, and establishes quarantine and health
check plans for dairy cows and adopts rigorous epidemic prevention
measures in our farms, so as to ensure the health of each dairy cow.

Based on resource recycling and implementation of high-standard
environmental protection policies, the Group has built a green recycling
industrial chain of “forage planting — cow breeding — 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 absorbs,
digests and indiscriminately treats the manure. The Group expects,
through the cooperation with CITIC Environment Investment Group
Co., Ltd. (“CITIC Environment”), it could further enhance its industrial
efficiency and expand the scale of green production for sustainable
development.

On 31 December 2019, Modern Farming (Group) Co., Ltd, (“Modern
Farming”, a subsidiary of the Company), entered into two share transfer
agreements with Jiangyin Dairy Energy Environment Technology Co.,
Ltd (the "JV Company”) in relation to the disposal of Modern Energy
(Wuhe) Co., Ltd.* GRREEIR(FIA)ABBRAF]) and Modern Energy
(Hefei) Co., Ltd.* GRAELR(AIE)E R A F]), both of which were then
indirectly non wholly-owned subsidiaries of the Company holding energy
assets of Bengbu and Feidong farms, at an aggregate consideration of
RMB148,124,000. The JV Company is held as to 30% by Modern Farming
and 70% by the group company of CITIC Environment. The disposal was
completed in January 2020.

The Company plans to discuss further cooperation with CITIC
Environment to expand and optimize the Company’s green recycling
industry and improve the efficiency of related energy assets.
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MANAGEMENT DISCUSSION AND ANALYSIS

ASSOCIATE FACTORIES

Benefiting from the reform in marketing models, the branded milk
business through the operation of downstream associate factories with
Mengniu continued to record profits. Leveraging on Mengniu’s mature
market strategy and channel advantages, the “Modern Farming” branded
milk was relaunched on the market with the positioning of “15 years
of persistence in exclusively producing pasture milk”. Despite the effect
of the Pandemic Outbreak in the first quarter, all sales personnel of the
branded milk business had resumed to work by the end of March 2020.
During the Reporting Period, the revenue from the associate factories
increased by 10% yoy to RMB422 million. The Company recorded a
share of profits of RMB12.33 million (2019: RMB12.28 million) from the
associate factories. The Pandemic Outbreak has prompted consumers’
willingness in choosing more secured and better-quality milk for daily
consumption. Relying on Mengniu’s successful marketing strategy,
rebranding of “Modern Farming”, and adopting differentiated market
strategies, it focuses on the blue ocean market in domestic third- and
fourth-tier cities. The associate factories are expected to keep contributing
to the Group’s financial performance.
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MANAGEMENT DISCUSSION AND ANALYSIS

THEBHWMR S

AWARDS AND RECOGNITIONS

BRI A

e The Company is the first and only company in China that passed ¢ ZARQARREANEROEE ——KEXZETM

the “Quality Milk Project” for both its pasteurized milk and UHT UHTHE 2 R R ERE R MEE L TR 1B
milk. During the Reporting Period, the pure milk of the Group was 2% RAEREME - AEE 854712020
awarded the Gold Prize for the seventh time in consecutive years FHARmmEFTE AN (Monde Selection)®
in the Monde Selection 2020. Another product of the Group, the 52 BB RNBEZEE  AEENS RS
high-calcium milk, has won the gold award for the first time. In the S ER2TANES - 20205F F¥FHEE
first half of 2020, the sales of high-calcium milk increased by 119% PRI SRR L SRR 119% ©

yoy.

SINCE 1961

SINCE 1961 SINCE 1961 SINCE 1961

Fr & fn an

GOLD GOLD GOLD GOLD GOLD GOLD GOLD

G
AWARD AWARD AWARD AWARD AWARD AWARD AWARD
4 Vv L4 4 4 4 4

EE SRS

; EHH7ERE (2014 - 2020)

MODERN FARMING

BB
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The brand of Modern Dairy has been shortlisted as the “Strategic Partner of
China’s Aerospace Industry”, symbolizing that our premium quality branded
milk is widely recognized by all sectors of the society.
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MANAGEMENT DISCUSSION AND ANALYSIS
TEHBRE S H

FINANCIAL OVERVIEW B AR

Total Revenue U A

The Company focuses on upstream business, through the operation of 26 ~ ANR A FEN L% - BBEREEL26@ T4
dairy farms in the PRC, to produce and sell fresh raw milk to customers HAERDMBEERDFELFANMIA RS -
for processing into various types of dairy products.

During the Reporting Period, the Group recorded total revenue of WM AERAMAEE SRR AARE2,827.88
RMB2,827.8 million (2019: RMB2,570.1 million), representing an increase  &7T(20194F : ARM2,57018 &) * At EFL
of approximately 10.0% yoy. 10.0% °

Six months ended 30 June

BZ6A30AERMEA
2020 2019
20205 2019
Sales Sales Sales Sales
revenue volume revenue volume ASP
Dairy Farming Business PRS-t HERA HER HERA HEE  THEE
RMB'000 tons RMB'000 tons RMB/kg
AREL/
ARET R L] ARETT W N
Sales of raw milk RIHE 2,827,752 730,026 2,570,133 667,651 3.85

The increase in revenue was primarily due to the increase in volume of AT EERRENIEEEMENTHEEY

sales of raw milk and ASP of raw milk. ASP of raw milk grew by 0.5% yoy &40 o ER ) E & ERAEREIRI A AR 87

to RMB3.87/kg during the Reporting Period (2019: RMB3.85/kg). T AT (2019F « AR¥E3.8570, AT + R
£0.5% °




MANAGEMENT DISCUSSION AND ANALYSIS
THBWRER 2 H

COST OF SALES BEFORE RAW MILK FAIR VALUE FEEGAFZERAZANEE KRR

ADJUSTMENT

RAERAR - AEREORHY A FERREAHE
ERATZBREPFREKA - AENOT ¢

The Group's cost of sales before raw milk fair value adjustment primarily
consisted of dairy farming cost for the Reporting Period as shown below:

M BIERE

Dairy Farming Business

Six months ended 30 June

BZ6A30RL<EA
2020 2019
20204 20194

RMB’000 RMB’'000 %

AR® T AREFIT Ellse

Direct materials BEME 1,320,256 1,224,853 73.3

Labor cost B TR 148,094 136,072 8.1

Utilities NAEEER 51,169 46,204 2.8
Depreciation of property, plant and WE - BEMREETE

equipment 118,552 128,811 7.7

Other costs of farms BHUS M 137,664 136,078 8.1
Subtotal of cost of sales before R A T EFHERA

raw milk fair value adjustments of MG RIEEGHE
dairy farming business AN 1,775,735 1,672,018 100

Direct materials (mainly forage) cost for the Reporting Period amounted
to RMB1,320 million (2019: RMB1,225 million), representing an increase
of 7.8% yoy, mainly due to the rise in the number of milkable cows.

By regulating the formula of the feed, we effectively managed to control
the forage costs, and have increased the cow management efficiency per
capital and the energy consumption were strictly under control. During
the Reporting Period, the cost (excluding depreciation of property, plant
and equipment) of milk sold by the Group in kilograms amounted to
RMB2.27/kg (2019: RMB2.31/kg), representing a drop of 1.7% yoy.

Gross Profit and Profitability

Gross profit of dairy farming business before raw milk fair value
adjustments amounted to RMB1,052.0 million during the Reporting
Period (2019: RMB898.1 million), representing a significant increase of
17.1% yoy, which was mainly due to the increase in unit production
output and total milk production and effective cost control.

Gross profit margin of dairy farming business before raw milk fair value
adjustments stood at 37.2% during the Reporting Period (2019: 34.9%),
representing an increase of 2.3 percentage points yoy.

RARESRERE - BEEMEH(EZARERKARAA
R¥#13.201870(20194F : AR¥12.25(87) © Rkt
WE78% FTEERHMRIFEEERE -

RAFBBADRRE T - BT AER KA
URESADBFAR  BREHERERSS
e RAERBARM - AEBEHOD TP (B
ME - MEREENEN BAR 227/ AF
(2019%F : AR¥E2.3170/Af) - BIELRFE1.7% °

EFMRBREED

LA B EBORE A FE AR EFRAER
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I FBEEESNRE N RQ FE AR ENRPRARE
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MANAGEMENT DISCUSSION AND ANALYSIS

Losses Arising from Changes in the Dairy Cow Fair Value
Less Cost of Sales of Dairy Cows

As at 30 June 2020, the biological assets of the Group were valued at
RMB7,356.7 million (as at 31 December 2019: RMB7,459.4 million) by an
independent qualified professional valuer, Jones Lang LaSalle Corporate
Appraisal and Advisory Limited. Losses arising from changes in the dairy
cow fair value less cost of sales of dairy cows were RMB448.7 million
(2019: RMB430.5 million) for the Reporting Period, approximately the
same as last 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
17.6% yoy to RMB960.4 million (2019: RMB816.6 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 RMB41.2 million
(2019: RMB21.5 million). Other income mainly consisted of government
grants and interest income. Government grants mainly consisted of
subsidies for agricultural projects and subsidies for the operations of the
Group.

OPERATING EXPENSES

Selling and distribution costs HERDHEMAXZ
Administrative expenses TR
Total operating expenses AR L

THBERER S H

AFAFESERAFTHEXFTELENER

M2020F6A308 ' AEBWNEMEEEB LA
BEEGMEMPEHTEETHRERAEGRA AT
HMABARK7,356.7887T(R2019612A31H0 © A
R¥7,45048&70) - RAERPHE @ G AFEE
BRI FHERTEENBRAARBIBTIEET
(20194 : AR¥4305HE ) © RIS »
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RAERARE - A ABARE41. 25872019
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B R 5 AR B & E IR B -

RERX

Six months ended 30 June

BZ6H30HILXEA
2020 2019
20204 20194
RMB’000 RMB’'000
ARET T ARETT
(unaudited) (unaudited)
(RBER) (REER)
98,175 82,985
144,885 138,279
243,060 221,264

2020 HHEAHRE A ﬁﬁiﬂl%ﬂﬂﬁﬁﬁﬂl’z}ﬁ]
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MANAGEMENT DISCUSSION AND ANALYSIS
THBWRER 2 H

During the Reporting Period, the overall operating expenses of the Group ~ RZARERHAR @ AEBHERELHATHAARE
amounted to approximately RMB243.1 million (2019: RMB221.3 million).  243.1E&7T(20194F : ARBE2213BETT) /4

The analysis is as follows: LU
e Selling and Distribution Costs e HERDHAX
The analysis of the selling and distribution costs is set forth below: HERSHEAZISWHOT :
Six months ended 30 June
HZ6H30H LLAEA
2020 2019
20205 2019%
RMB’000 RMB’'000
AR¥T T AREFT
(unaudited) (unaudited)
(RBER) (REER)
Transportation costs and others BB L HEAM 96,580 81,551
Business tax and surcharge i K an 1,595 1,434
Total selling and distribution costs HE RS HFAZ 2 98,175 82,985
Selling and distribution costs mainly consisted of, among other HERDHERT T ZRERNEENEHER
things, transportation costs for sales of raw milk and daily expenses. MBERZE -
During the Reporting Period, the Group recorded selling and RAERRH  AEEESEERIHEFX
distribution costs of RMB98.2 million (2019: RMB83.0 million), RAR98.2HET(2019% : 83.08&E L) -
representing an increase of 18.3% yoy. This was mainly due to the FLLIEM18.3% « EFEZBRERNHEE AL
increase in the sales volume of raw milk. Ko
e Administrative Expenses e THRX
During the Reporting Period, the administrative expenses were RAEREAME  NEBESEGITHHIAARKE
RMB144.9 million, which increased by RMB6.6 million as compared 14498 &7 - M EERPARK1383BET
to the corresponding period of last year in the amount of RMB138.3 LhE - mINARK6.6E BT - 1EIREA8% ©

million, representing an increase of 4.8%.

Administrative expenses mainly consisted of, among other things, THRAZETERRERASHFM(EUARELEE
remuneration of management (including equity-based restricted RIPR B MR RSB M) R AE B TEEH
share award expenses) and depreciation of office buildings, staff BIETES -

quarters and facilities.




IMPAIRMENT LOSSES, NET OF REVERSAL

Impairment losses/(reversed) recognised on
the following items:

Trade receivables
Other receivables

OTHER GAINS AND LOSSES, NET

During the Reporting Period, the Group recorded a net gain arising from
other gains and losses of RMB40.4 million (2019: net loss of RMB26.7
million). Other gains and losses mainly consisted of net amount of foreign
exchange loss, impairment loss on goodwill and gains arising on disposal

of subsidiaries.

The breakdown of other gains and losses is as follow:

Other gains and losses, net:

Net foreign exchange loss

Loss on disposal of property, plant and
equipment, net

Impairment loss on goodwill

Gain on disposal of subsidiaries

Fair value gain on derivative financial
instruments:
Foreign currency forward contracts
Foreign currency option contracts

Fair value gain on structured deposits

Gain on derecognition of financial liabilities

MANAGEMENT DISCUSSION AND ANALYSIS
TEHBRE S H

BhTN DI B IR FER A
BEBE (BE)

B 5 WA
H At R

B A5 18 1 BRI

Six months ended 30 June
EBZE6H30HLLAEA

2020
20204
RMB’000
ARBTT

H il 55 2 85 18 7% 48

HAb s & 5 1RF 8
SN 5 1R AR

AR REEER
H SR A B A EE
TEERITANRFERS

SNEZIA LY

SN EARE S 49
RN AFERES
BURRER B A E R

Hibozs KBS IREAARANT

2019
20194
RMB’000
ARETTT

(108,642)
621

(108,021)

AEBRAERAMRESE S R ERTELED
FWE B ARKEA048ETQ019%F - FEEARE
26 7E&TT) - AERERE ZREINEREF
# BEREERRHEMBARNKE -

Six months ended 30 June
HZ6H30HIEAEA

2020
20204
RMB’000
ARE T
(unaudited)
(REEER)

51,078

3,953
22,750
(72,280)

(18,414)
(27,364)
(74)

(40,351)

2019
20194
RMB’000
AREFTT
(unaudited)
(REER)

27,128

7,948

(1,732)
(5,942)

(687)

26,715




MANAGEMENT DISCUSSION AND ANALYSIS
THBWRER 2 H

FINANCE COSTS

During the Reporting Period, finance costs decreased to RMB214.8 million
(2019: RMB224.4 million), RMB9.6 million less than same period last year
or a drop of 4.3%. The decrease in finance costs was mainly due to the
finely-tuned debt structure, the decrease of interest-bearing liabilities, and
the resulting effects of the decreasing interest rate during the Reporting
Period.

PROFIT FOR THE PERIOD ATTRIBUTABLE TO THE
OWNERS OF THE COMPANY

During the Reporting Period, the earnings attributable to owners of the
Company amounted to RMB220.7 million (2019: RMB124.9 million),
representing an increase of 76.7% yoy. Adhering to the 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
usage, which resulted in significant improvement in the overall operating
indicators of the Group.

Basic earnings per share was approximately RMB3.47 cents (2019: basic
earnings per share of RMB2.05 cents) for the Reporting Period.

LIQUIDITY AND FINANCIAL RESOURCES

During the Reporting Period, the Group's net cash inflow generated from
operating activities amounted to RMB1,055.2 million (2019: RMB855.6
million), representing an increase of 23.3% yoy.

The Group's total equity as at 30 June 2020 was RMB7,440.0 million
(as at 31 December 2019: RMB7,207.7 million). As at 30 June 2020,
the Group's net gearing ratio (calculated on the basis of the amount of
total borrowings less cash and deposit assets as a percentage of the total
equity) was 66.4% (as at 31 December 2019: 77.0%).

As at 30 June 2020, the Group’s available and unutilized credit facilities
amounted to approximately RMB6,688.2 million (31 December 2019:
RMB3,753.4 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.

B ISR X

RAERBE  BEHAIAARB21485ETT
(20195 : ARM2244587T) - & LEREHD A
R¥9.6BETK4.3% © A T P& £ Z i 7R & 3R 25
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EEE RS EET EBUSIAERA -

RAERARE - BEREARFHARE3.475(2019
F: BRERBFIARE2.055) °
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MANAGEMENT DISCUSSION AND ANALYSIS
TEHBRE S H

Interest-bearing Borrowings BEEXR

As at 30 June 2020, the total interest-bearing debt was RMB6,215.0  #2020F6H30H '+ F EAEHETE AARKE6,215.0

million. BETT -
30 June 31 December
2020 2019
20204 20194
6H30H 12A31H8
RMB’000 RMB’'000
AR® T AREET T
(Unaudited) (Audited)
(REER) (EEz)
Borrowings (EE N
Bank borrowings HRITEK 6,214,969 5,538,474
Other borrowings HMfER = 1,051,413
6,214,969 6,589,887
Carrying value repayable: FEEEREE
Within one year —F AR 4,305,806 4,874,056
Between one and two years —EMRER 1,509,700 1,525,831
Between two and five years MERER 399,463 190,000

6,214,969 6,589,887

HsE PERAEEZERER




MANAGEMENT DISCUSSION AND ANALYSIS

THEM®RRESH

Bank Borrowings

The annual interest rate of the bank borrowings for the six months ended
30 June 2020 varied from 0.66% to 5.00% (for the six months ended 30

June 2019: 0.45% to 5.00%).

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

for the dates indicated below:

Type of borrowings
Unsecured borrowings
Secured borrowings

Carrying amount repayable:
Within one year

Between one and two years
Between two and five years

& =R 5
EIIRE K
BHERES

3

i

FEEEREE
—FUR
—EWEFER
MERFN

As at 30 June 2020, bank borrowings are denominated in the following

currencies:

us$
HK$
RMB

e

AR

INTERIM REPORT 2020

|

RIT A

HZE2020F6A308 I XEAR - BITHERAER
RERA0.66%%E5.00%(FE2019F6H308 1E<

@A : 0.45%%5.00%) °

TRIFEHFIN T IR BN ER R RRRTE

.
A

30 June
2020
20204
6H30H
RMB’000
ARE T
(Unaudited)
(RBEX)

5,910,520
304,449

6,214,969

4,305,806
1,509,700
399,463

6,214,969

31 December
2019
20194
12A31H
RMB’000
AREFTT
(Audited)
(2= %)

5,320,114
218,360

5,538,474

3,822,643
1,525,831
190,000

5,538,474

MK2020F6 4308 « IRITEFKA TINEEFE -

30 June
2020
20204
6H30H
RMB’000
ARET T
(unaudited)
(RBFEZ)

1,793,629
1,114,710
3,306,630

6,214,969

A\
NV,

31 December
2019
20194
12A31H
RMB’000
AREFTT
(audited)

(K& 2=z)

2,083,136
1,095,831
2,359,507

5,538,474




MANAGEMENT DISCUSSION AND ANALYSIS
TEHBRE S H

The bank borrowings comprise: RITERELE

30 June 31 December
2020 2019
20204 20194
6H30H 12A31H
RMB’000 RMB’000
ARB T ARKEFTT
(unaudited) (audited)
(RBFEZ) (EER)

2,457,315 1,449,411
3,757,654 4,089,063

6,214,969 5,538,474

Fixed-rate borrowings
Variable-rate borrowings

Jé
ol Cl
F TF
P

The annual interest rate of the bank borrowings during the current period ~ R ZAHAR - SRITEROFFIEN T0.66%=E5.00%
ranged from 0.66% to 5.00% (six months ended 30 June 2019: 0.45% (B Z=2019F6A30R 1E/5EA : 0.45%=5.00%) °

10 5.00%).
Other Borrowings H g
Details are as follows: B4R :
30 June 31 December
2020 2019
2020F 20194
6H30H 12A31H
RMB’000 RMB’000
AR¥T T ARKEFTT
(Unaudited) (Audited)
(REBEK) (Be2=z)
Carrying amounts payable: JEERMSEE -
Within one year —F A
- Borrowing from a financial institution - CRIEIEE R 50,083
~ Borrowings from Mengniu Group -F4REER 1,001,330
1,051,413
The other borrowings were repaid before 30 June 2020. B 7420206 A30B RS EHAIERK °

HsE PERAEEZERER



28

MANAGEMENT DISCUSSION AND ANALYSIS
THBWRER 2 H

GROUP STRUCTURE AND CAPITAL STRUCTURE

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

As at 30 June 2020, the number of issued ordinary shares of the
Company was 6,407,635,115 shares.

CONTINGENT LIABILITIES AND PLEDGE OF ASSETS

As at 30 June 2020, biological assets with carrying value of RMB819.2
million (as at 31 December 2019: RMB838.7 million) were pledged to
secure the Group's borrowings.

The Group did not have any significant contingent liabilities as at 30 June
2020.

CAPITAL COMMITMENTS

As at 30 June 2020, the Group had capital commitments of RMB19.9
million related to acquisition of property, plant and equipment (as at 31
December 2019: RMB21.5 million).

MATERIAL ACQUISITIONS AND DISPOSALS

For the Reporting Period, the Company has completed the disposal of
total equity of Modern Energy (Wuhe) Co., Ltd. GRARBER(FIMN B R
‘A 7]) and Modern Energy (Hefei) Co., Ltd., GRHEETR(AIE)ER A 7))
both of which were then indirectly non wholly-owned subsidiaries of the
Company, to JV Company. Except for the disposal mentioned above, the
Company had no other material acquisitions or disposal of subsidiaries or
associates.

SIGNIFICANT INVESTMENTS

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

CHINA_#iVIODERN DAIRY HOLDINGS LTD. INTERIM REPORT 2020
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MANAGEMENT DISCUSSION AND ANALYSIS

PLANS FOR MATERIAL INVESTMENTS OR CAPITAL
ASSETS

The Group, from time to time, explores investment opportunities that
would benefit the shareholders of the Company as a whole. Saved as
disclosed 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 otherwise disclosed in this report, our Directors have confirmed
that, as of 30 June 2020, there were no circumstances that would give
rise to a disclosure requirement under Rules 13.13 to 13.19 of the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited (“Listing Rules”).

EVENTS AFTER THE REPORTING PERIOD

Saved as disclosed 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 meet
its operational and investment needs.

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.

THBERER S H
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MANAGEMENT DISCUSSION AND ANALYSIS
THBWRER 2 H

HUMAN RESOURCES AND REMUNERATION OF
EMPLOYEES

The Group had 4,643 employees (as at 31 December 2019: 5,053
employees) in mainland China and Hong Kong as at 30 June 2020. Total
staff costs (including staff compensation capitalised to immature dairy
cows) for the Reporting Period were approximately RMB274.0 million
(2019: RMB233.1 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 such as share award schemes and employee partnership
program, at competitive rates with the aim of retaining quality personnel
and grow with the Company.

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 production in terms of energy conservation and environmental
protection.

CHINAjiVIODERN DAIRY HOLDINGS LTD.
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MANAGEMENT DISCUSSION AND ANALYSIS

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 is devoted to poverty alleviation within the
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 surplus rural labor force
and increasing the income of local farmers. The Group also undertakes
social responsibility and promotes local economic development through
measures such as making direct donation of materials, money and paying
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 of promoting
sustainable development of the dairy industry, giving back to the nature
and serving the society.

e

WP

BEW 4“'!!!

4-

o
e

B
‘“"F’. - a

maR=®

e

_"l‘ E ’
L s
HEE SE| .
@2

FTHEBFAWR S H

AEEEBTHHEMERESEHEER  BINE

BEREA - ARBERGEERERERER %EEPE
BA  MFTERE  HERKE - AL THA

BSMERREPRISHEEEGR R BAKE
HEAREDRENTE - ARFEREMABRE

MR AEENHSEZBESMRESEAREL - §
BEBENNARLHNES  BMEHEREA -

AEEOAEEZBREYE  BESE R &Eh

SR - AEHGET  REBWLBEER -
AEEMHEEEZE  KIFIHE - EERE

HEERBIBEINEAEHEHE A£E—8
RAEMAARKINES - BEERHEDDEAHER
B’ EEEA  RELENEE -




MANAGEMENT DISCUSSION AND ANALYSIS
THEMRR S

PROSPECTS

In the past two years, the central government supported and fostered the
development of local dairy industry by successively introducing a number
of policies to strengthen dairy industry support. In February 2020, the No.
1 Central Document stressed the need to ensure the effective supply of
important agricultural products, support the production of dairy, poultry,
cattle and sheep, and guide the optimization of meat consumption
structure.

Currently, raw milk market is short in supply and it is expected that the
shortage of raw milk will continue and the prices of which will be rising
steadily. With the withdrawal of small- and medium-sized dairy farms
from the market, the cyclicity of the dairy farming industry has weakened,
and raw milk will be mainly provided by large-scale dairy farms in the
future. The industry entry barriers of large-scale farming are high, and the
Company could benefit from the industry cycle and take the advantages
of being an industry leader.

2020 is the anniversary when the Company celebrates its 15th year of
establishment and 10th year of listing. Since the beginning of the year,
the Pandemic Outbreak has ravaged the world and has had a severe
impact on society and the economy. Every industry and business is
facing huge challenges. Against this backdrop, Modern Dairy actively
responds to and focuses on upstream business. The Company’s herd size
grows healthily and steadily, the unit production and total production
continuously exceeded expectations, while the production cost is properly
controlled. Under the condition that milk prices remain stable, the
advantages of scale and internal increase benefits are further highlighted.
The Company continues to increase the unit yield of dairy cows, reduce
costs, and improve operational efficiency. Facing the market, we leverage
on the cyclical trends of the dairy market and grasp development
opportunities. The focus of the Group’s operation strategy in the next
three to five years will be on appropriately increasing the size of the herd,
maintaining a reasonable herd portfolio, increasing yields, and achieving
steady growth in output. The Company will continue to strengthen the
synergistic integration of upstream and downstream business, build a full
chain of raw milk production, enhance the market competitiveness as
the domestic top brand of raw milk production, create greater value for
shareholders, be a role model as the industry leader and serve consumers
with raw milk with richest nutritional value and make unremitting
contributions to the upgrading and transformation of China’s dairy
industry.
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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 2020 (the “Reporting Period”).

INTERIM DIVIDEND

The Board has resolved not to declare any interim dividend for the
Reporting Period (2019: Nil).

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

As at 30 June 2020, 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

EENE

Name of Director

EEHR

Ms. GAO Lina® Interest in controlled corporation
=B Lo REHEE#ES
Beneficial owner
ERBAA
Mr. SUN Yugang Beneficial owner
BREM & & EnBEAA
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.
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EFEWRE

FERARMESERARAR (AR NDESS(E
R ESS)ERREEFHRE  ERAARAK
HB AR ((AERE])EHZE2020F6 4308 1E5EA
((ERPBEDORCEZGREE T B®RE -

PHERE

BEESCERTHAERPMEZIRTM PR E
(20194 : f#) »

ESRFETBRAEBRKRSG - HERS
REFNESERAR

202066 A30H r EERARAFETHAER
BESENBBAREARRBRAFERAEBENBT
LA S (AR ]) « AR RIS E BRI AR (FE
BEBEOESNEZTHFRBERN(EHERBEEK
B EXVED) RIMARERR () RESFT - MERBEES R
HEIEHIEIS2HEBERRARRFE N E LA E
HRAR KRB ETMEITAERETELRZHN
EESFA(MZESTADBNSEARNRREERERS
FTERAR (MRS RABIT

Number of Approximate

Shares or percentage of
underlying Shares shareholding
R4k interest®
HERDEE REMYB DL
221,581,733 3.46%
40,411,058@ 0.63%
1,073,663¢ 0.02%

(1) BZ LA linmu Holdings Co Ltd.([inmul)#749.12%
W o BEBEFFRAEEL - S tHER AR linmu
Fi$5221,581, 733 B R B 12 -




REPORT OF THE DIRECTORS
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(2)  This represents legal and beneficial interest of 11,134,142 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 1,073,663 Shares, details of
which are set out in the sections “Share Award Scheme” below. Mr. Sun
Yugang was appointed as an executive director of the Company on 1 April

2020.

(4) Based on 6,407,635,115 Shares in issue as at 30 June 2020.

INTEREST IN ASSOCIATED CORPORATION

Name of Director

Name of associated corporation

EERE HEEE SR

Mr. Lu Minfang® China Mengniu Dairy Company Limited
EH S ED PERFIAEARAA

Mr. Zhang Ping™ China Mengniu Dairy Company Limited
RSO FRESFIAEBFRAR

Mr. Zhao Jiejun® China Mengniu Dairy Company Limited
HEERED FREEFIEFRAF

Notes:

(1) Mr. Lu Minfang, Mr. Zhang Ping and Mr. Zhao Jiejun 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
58.15% of the issued share capital of the Company.

(2)  Based on 3,938,589,900 shares of Mengniu in issue as at 30 June 2020.

Saved as disclosed above, as at 30 June 2020, 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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(2) BEARRAEERE=EZR11,134,142RKH0H RAR
AL EA AHABREEEERRE(EEEER
)RR (D A 29,276,916 BE AR HE -

(3) EREAERBIHHENR1,073,663&1D - BHEFIEH
R 5@ T & S 66 - HEM L ER20205F4
A1BEZEARRAMTES -

(4) ER2020F6A30H B #17/96,407,635,1158K A% (5 ©

RIEECEE RS

Number of shares
in associated
corporation

Approximate
percentage of
shareholdings

R EE R interest?®
B EE BESAE AL
11,522,520 0.29%
2,039,002 0.05%
3,325,805 0.08%

(1) ESNEE RFEERBRELELEHR/ARAN
FHTESF - EFREERTERTAEAERAA
(REDOATERFRER - RTPEERRINER
BT - BREEEEARFNEREFRRFNRAR
KR RARERS  REREARRZHITHRA
58.15% °

(2)  ER2020F6 A30HFBRRFIERFRARDETH
3,938,589,900¢ A% 15 -

B EXFrEE SN - H2020F6H8308  EERA
AREBITRAERFESENBEABMENER
RIS E AT AEE A E (& R F5 R EEAIEXY
)R - HERDREST - BEREES R
EIEHIEIS2HEAE LR AR RFERNE D MHTMH
BERAR  REIZETRENG AR R B
eIz RoAk R -




SUBSTANTIAL SHAREHOLDERS’ INTERESTS

As at 30 June 2020, 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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FTERRERS

M2020F6A30H + TERR(EEFHARAEETT
A B SR BB AN A A B o H FRE
EE(EERFES MAE GO EXVED) %D - HkE
D REHFTEERIZES KRB G E3Z6EEE
AR ELEMAERIOART

Percentage of
the Company’s
issued Share

Name of substantial Capital®
shareholders Capacity/Nature of interest Number of Shares EARARE#T
TERRER B/ EntE EEREE L ENER A
China Mengniu Dairy Company  Beneficial interest 1,317,903,000 (L)™ 20.57%
Limited EniEn
PRSEIEGRAR Interest in controlled corporation 2,407,866,412 (L)@ 37.58%
(through Future Discovery Limited)
515 % B 25 (& #BFuture Discovery Limited)
Central Huijin Investment Ltd. Interest in controlled corporation 613,877,227 (L) 9.58%
FRESREBREEAR (through BOCI Financial Products Limited) 613,877,227 (5) 9.58%
XEHZE R (ZRTRERSRERBRAR)
Interest in controlled corporation 1,500,000 (L) 0.02%
(through Nam Tung (Macao) Investment Limited)
XEthEERS(EREFTEREEREBRAR)
Bank of China Limited Interest in controlled corporation 613,877,227 (L) 9.58%
FEIRITIR AR AR (through BOCI Financial Products Limited) 613,877,227 (S) 9.58%
FotxrERS(ERPREReRERERAR)
Interest in controlled corporation 1,500,000 (L) 0.02%
(through Nam Tung (Macao) Investment Limited)
XEHZE R (ERRAMEBETREBRAR)
BOC International Holdings Interest in controlled corporation 613,877,227 (L) 9.58%
Limited (through BOCI Financial Products Limited) 613,877,227 (S) 9.58%
HERBIR R AR QA ZEhEE R (ERTRERERERERLDA)

HRELEER

| |
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Name of substantial
shareholders

TERREW

Capacity/Nature of interest

51 EHEME

Number of Shares

EBEREE

Percentage of
the Company'’s
issued Share
Capital®
EARDREHT
L ENER A

BOCI Financial Products Limited  Beneficial interest 613,877,227 (L) 9.58%
HRBEFERmERBRAR B 613,877,227 (S) 9.58%
New Hope Dairy Co., Ltd. Interest in controlled corporation 594,925,763 (L) 9.28%
MEEAERNERAT (through GGG Holdings Limited)
S )% B 25 (B B GGG Holdings Limited)
New Century Ltd. Interest in controlled corporation 594,925,763 (L) 9.28%
(through GGG Holdings Limited)
YR AE 2 (E BGGG Holdings Limited)
Liu Chang Interest in controlled corporation 594,925,763 (L) 9.28%
(through GGG Holdings Limited)
SR HEE R (BBGGG Holdings Limited)
Notes: MoaE -

(1) Among which up to 613,877,227 shares of the Company have been lentto (1) EFH%613,877, 227 AR A BRH ERIERASF (1
BOCI Financial Products Limited pursuant to a securities lending agreement BERANEPRBEEReRERARAR(EABRK
dated 17 June 2020 entered into between Mengniu as lender and BOCI NFFETSL BHI 5202056 B 17 BB A T
Financial Products Limited as borrower. HEEERERBERAF °

(2)  Future Discovery Limited is the subsidiary of Mengniu. (2)  Future Discovery Limited &5 4-HHI B A 7] °

(3)  Based on 6,470,635,115 Shares in issue as at 30 June 2020. (3)  EjR202096H30H B #17#6,407,635,1 1588 (7
(4)  (S) Indicates a short position. @) O)E%RE -

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

M EXXFREESN - 202068308 © AR R
RRERNEAR R BB BEITIRAS %k A _E MRS 5048
AR RBESRER S KB KRIE3Z6EESTL
REERNZLM A E R LIRS RE

Save as disclosed above, the Company had not been notified of any other
interests or short positions in the shares or underlying shares representing
5% or more of the issued share capital of the Company or as recorded in
the register required to be maintained under Section 336 of the SFO as at
30 June 2020.




PRE-IPO MANAGEMENT OPTIONS

The Company, on 31 October 2010, before the initial public offer of the
Company, granted management options (“Management Options”) to
Ms. GAO Lina and Mr. HAN Chunlin. The following Management Options
were outstanding as at 30 June 2020:
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BEALAHRENEEEBRE
ARATIR20105E10831 B EIARR & &K AR E R
REBEfittkBEMTERETEEBRE(E
IBREBREAHE]) o AT AR20204%6 A308 HAITEH
EEEERE

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

REEEEBRETAEBTHRATEBERGEE

As at As at

1 January Granted Exercised Cancelled 30 June

2020 during during during 2020

Name of grantee Date of grant 720205  the period the period the period 120204

EBRARE & B 1818 MR HRITE i AERE ] 6H30H

Ms. GAO Lina 31 October 2010 29,276,916 - - - 29,276,916
SEMLt 2010%10A31H

Mr. HAN Chunlin 31 October 2010 21,653,916 - - - 21,653,916
BEMELE 2010%10A31H

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

Mr. HAN Chunlin resigned as an executive Director on 1 April 2020.

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”). As the total contributed amount of the Share Award Scheme
| has reached its limit in 2017, thus, on 26 March 2018 the Company
adopted a new share award scheme (the “Share Award Scheme I1”)
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.

BREME AR 2020F4 B 1 BBHESRITES -
% 10 82 B 51 2

RABIEEHEN2016F9 5 98 AN HIBE H 1A% 1) 22
BYEr &8I ([AR (0 22 EhRT21)) - AR (D 22 AT 811H i

FABEEE R 2017FEE| LR - B ARABR20184F
3A26 B8RS —F 5 REN AT &I (AR () S Eh &1 &
1) + AR SEENET BG4S T B - IR1D 2ZEEHE
EEREEEARNAREIERAEEREKXARE
BOERR  USAEEBRIBELR -
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During the Reporting Period the number of shares of the Company
granted to selected participants was 40,000,000, of which 5,420,000
shares were granted to the Directors, details of which are as follows:

RERGRE  ERTFEER2EEZNEAQGRMDEE
7540,000,000% » E 5,420,000l H R TFES -
FEEHIAT

Unvested as Unvested

at 1 January as at 30 June

2020 Granted Vested Forfeited 2020

20204 during during during 120205

1H1B  the period the period the period 6H30H

Name of Director e R B3 B B HAEE HA RN iei ok 55 B
Ms. GAO Lina sBRMZ L - 3,500,000 1,800,000 - 1,700,000
Mr. SUN Yugang BREM%E - 1,087,000 167,000 = 920,000
Mr. HAN Chunlin BEMEE - 1,920,000 1,000,000 - 920,000
- 6,507,000 2,967,000 - 3,540,000

Mr. Sun Yugang was appointed as an executive Director of the Company
and Mr. Han Chunlin resigned as an executive Director of the Company
with both effective on 1 April 2020.

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 Listing Rules. The Company has, throughout
the six months ended 30 June 2020 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.

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 2020 due to other business
engagements.

CHINAAVIODERN DAIRY HOLDINGS LTD.
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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,
2020, 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. SUN Yugang (Executive Vice President), four non-
executive Directors, namely, Mr. LU Minfang (Chairman of the Board), Mr.
ZHANG Ping, ZHAO lJiejun and Ms. GAN Lu, and three independent non-
executive Directors, namely Mr. LI Shengli, Mr. LEE Kong Wai Conway
and Mr. WOLHARDT Julian Juul.

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.

REPORT OF THE DIRECTORS
EFERE

BEXHREEN  BERORIRAAZLLEE
BERDREAAAERTEEEATAZHEE
PRI -

ESWEROHESEF

BEXERAREERNEEERBE] - ()RR
HE RINBEBEENES  SHMKRESEN -
RERBBA - AR B HEAERME AR L &SR
TAEEMXENZ - EEREFABBBALR
RIS E A A B A A Sk EREE MER M =
B

Br iR EEE SN - MBI Z2020F6 308 [E/5 &
AR BECHES(REERBRERMISHENT
)RR RBIEAREEE (TR &FH EBEGN
FEXVED) MFEH P A T R A r] R %
EXBHMEF - K BITEEREAER -

Exg

RAFHRERE  ESChMBNTES BT
T EITFEFRLE) MBI EE(BBARE) -
MEZFRTESTEFREE(ESEEHE)  KFL
S BBREAERERATAR=ZBIIENTE
FEBFLE - 2B % E R WOLHARDT Julian Juul
SEAEARRK ©

ESETHNESRRS

ARBERD LR BIMER10PF B RLETRIVER
ARBEFETEFRRGNITRTH - RARBE
HEEEHE  2RESER  RERAM  ®F
—EETERESTRIFTSNRERE -

2020 HAHRE HERRUEERARAA

\ |




40

REPORT OF THE DIRECTORS
EFERE

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 of the Company adopted on 26 March 2018,
pursuant to the rules of this scheme, purchased on the open market
a total of 20,000,000 shares of the Company at a consideration of
approximately HK$17,255,000 (equivalent to RMB15,763,000) for the six
months ended 30 June 2020.

The Group retained a total number of 5,510,525 vesting shares
as a consideration of approximately HK$4,519,000 (equivalent to
RMB4,129,000) for paying the individual income tax on behalf of those
selected participants under the share award schemes of the Company.

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

Mr. Lee Kong Wai, Conway, the Company’s independent non-executive
Director has ceased to be the director of Tibet Water Resources Limited
(stock code 1115.HK) on 28 February 2020. Save as disclosed above,
there was no changes in the information of Directors since the date
of the 2019 annual report of the Company and the announcement of
the Company dated 30 March 2020 in relation to, among others, the
resignation, appointment and re-designation of Director, which are
required to be disclosed pursuant to Rule 13.51B(1) of the Listing Rules.

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

REVIEW OF INTERIM RESULTS

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

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

INVESTOR RELATIONS

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

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

Hong Kong, 24 August 2020
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REPORT ON REVIEW OF CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

ERGREMEERERES

Deloitte.

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 44 to 96,
which comprise the condensed consolidated statement of financial
position as of 30 June 2020 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.
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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 the condensed consolidated financial statements are not
prepared, in all material respects, in accordance with IAS 34.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

24 August 2020
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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
HRGREREEM2ETR R

For the six months ended 30 June 2020
HZE2020F6 4308 XA A

Six months ended 30 June

BZ6H30HLAMEA
2020 2019
20204 20194
NOTES RMB’000 RMB’'000
P =E ARET T ARET T
((LETT R EL)] (unaudited)
(REBEX) (REERZ)
Revenue ON 4 2,827,752 2,570,133
Cost of sales before raw milk fair value  JREHI A (B FEEATHY 5 S Bk A
adjustments 6 (1,775,735) (1,672,018)
Raw milk fair value adjustments included &t A S8 A A ) R R A B A%
in cost of sales 6 (960,393) (816,632)
Loss arising from changes in fair value — FLARFEZERILFHER R
less costs to sell of dairy cows EEREE (448,749) (430,471)
Gains arising on initial recognition of raw R Rk FIUE RS 1% X FER S
milk at fair value less costs to sell at PR AW 0 HEFRE HE M W e
the point of harvest 960,393 816,632
Other income E AU A 5 41,182 21,547
Impairment losses under expected credit FBHEEEIEEAE TREEIE -
loss model, net of reversal BR[O 16 10 108,021
Selling and distribution costs SHERDHEMAS (98,175) (82,985)
Administrative expenses TR 2 (144,885) (138,279)
Share of profits of associates FEAG B = A B F 12,727 12,284
Other gains and losses, net H s RSB FEE 6 40,351 (26,715)
Other expenses HEAx (13,089) (3,264)
Profit before finance costs and tax R B & AN A K 75 T8 AT v ) 6 441,389 358,253
Finance costs & A 7 (214,798) (224,375)
Profit before tax W A5 Al g A 226,591 133,878
Income tax expense FrisfiM > 8 (276) (197)
Profit for the period BARE A 226,315 133,681
Other comprehensive income: HttZmEBA :
Item that will not be reclassified to FTEEHF/ELBEFNEE -

profit or loss:

Fair value gain on investments in equity & AFEF AR 2 EUA
instruments at fair value through other  ([EAFEF AEMBEERALD
comprehensive income (“FVTOCI") BRI ERE N FEKD 3,935 131

HIREMEEUEA - RS

Other comprehensive income for the

period, net of income tax 3,935 131
Total comprehensive income for the HAZERABEE
period 230,250 133,812
Profit for the period attributable to: AT &7 IS EBRE R
Owners of the Company EN/NECIEZ 2= DN 220,736 124,859
Non-controlling interests FEIE IR = 5,579 8,822
226,315 133,681
Total comprehensive income for the AT & FEMBAZERALLE
period attributable to:
Owners of the Company EN/NECIEZ 2= DN 224,599 124,988
Non-controlling interests e M 5,651 8,824
230,250 133,812
Earnings per share (RMB) BRAFMARE) 10
Basic AR 3.47 cents 5 2.05 cents 7
Diluted B 3.46 cents 7 2.05 cents %
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AR & MR &

30 June
2020
20204
6H30H
NOTES RMB’000
P & AR¥T R
(unaudited)
(REER)
NON-CURRENT ASSETS kRBEE
Property, plant and equipment Y - BE RS 3,283,526
Right-of-use assets TRESE 312,278
Goodwill kS 11 1,348,516
Interests in associates NGk 12 271,017
Equity instruments at FVTOC| BAFEFAHMEERARD
EmITA 7,894
Biological assets EYEE 13 7,356,686
Derivative financial instruments TESRMIEA 17 45,187
Non-pledged bank deposits REMIRITIFR 140,000
12,765,104
CURRENT ASSETS RBEE
Inventories FE 673,823
Trade and other receivables and FE U B 5 AR 3 e L th JE W R TE
advanced payments LA R FE A 5RIE 14 633,235
Structured bank deposits EBMERITER 15 50,074
Derivative financial instruments TEemITE 17 14,240
Pledged bank balances and BEEMRITAESR R ARERIRT
non-pledged bank deposits T 96,234
Bank balances and cash RITERRRS 990,495
2,458,101
Assets of a disposal group classified as D iEAFBIEHENHEHFIEE
held for sale =
2,458,101
CURRENT LIABILITIES RBAE
Trade and other payables FET B 5 AR A % EL fth FE < 5RIE 18 1,118,595
Tax payable FERBIIE 216
Bank borrowings — due within BATER - —FRDH
one year 19 4,305,806
Other borrowings HAbfE =R 20 -
Lease liabilities HEBE 13,068
Derivative financial instruments TEEmIA 17 36,746
Contract liabilities aRAaE 202

5,474,633

Liabilities of a disposal group classified as 248 A EHEN HEARIE &
held for sale =
5,474,633

NET CURRENT LIABILITIES REAEFHE (3.016,532)

TOTAL ASSETS LESS CURRENT BEERABER
LIABILITIES 9,748,572

At 30 June 2020
7202056 H30H

31 December
2019
20194
12A31H
RMB’000
ARBET T
(audited)
(FEER)

3,455,068
320,161
1,371,266
215,392

3,959
7,459,359

12,825,205

1,078,491

618,288

89,543

147,775
893,441

2,827,538

71,450

2,898,988

1,521,688
233

3,822,643
1,051,413
23,238
15,274
189

6,434,678

2,196

6,436,874

(3,537,886)

9,287,319




CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

WG SMBERAE
At 30 June 2020
720206 A30H
30 June 31 December
2020 2019
20204 20194
6H30H 12A31H
NOTES RMB’'000 RMB’'000
B 5E AR® T ARBET T
(unaudited) (audited)
(REEX) (B FE%)
CAPITAL AND RESERVES EAXRFHE
Share capital [N 551,007 551,007
Share premium and reserves RRAD R 1B M 6,757,343 6,530,510
Equity attributable to owners of RARER AEIEER
the Company 7,308,350 7,081,517
Non-controlling interests IR i 131,686 126,184
TOTAL EQUITY iR 7,440,036 7,207,701
NON-CURRENT LIABILITIES ERBAE
Bank borrowings — due after one year  $R1T{&3 — —F & E|HA 19 1,909,163 1,715,831
Lease liabilities HEBE 207,790 206,109
Derivative financial instruments THESBMTA 17 38,626 =
Deferred income FEIEUWA 152,957 157,678
2,308,536 2,079,618
9,748,572 9,287,319

BN FE44E 96 MR A PSRRIV 20209F8H24 H
LEESIERBETIETREESE

The consolidated financial statements on pages 44 to 96 were approved
and authorised for issue by the board of directors on 24 August 2020 and
are signed on its behalf by:

LU Minfang GAO Lina
E8 SEH
Director Director
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
HAGEEREER

For the six months ended 30 June 2020
B ZE2020F6 A30H LEXE A

Attributable to owners of the Company

ARTREAER
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
ktgh  ROYE

HEET  HARR
Bk RORE EtRE BRERE ROKBEE FRENRS 2EKARE  RERA Nt FERESR At
RMB'000  RMB'000  RMB'000  RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000  RMB'000
ARETT ARETR ARETR ARETT ARETT ARETR ARETRT ARETT ARETn ARETR ARETR
(Note 21(b) ~ (Note 21(b))
(Rane) (100

At 1 January 2019 (audited) R019E171B(EER) 526058 4,641,066 979,953 5,286 23,163 (85,720) (23118 357568 6,424,256 108,447 6,532,703

Profit for the period Brar 124,859 124,859 8822 133681
Other comprehensive income BRED2ERA

for the period - - - - - - 129 - 129 2 131
Total comprehensive income Br2EkALE

for the period - - - - - - 129 124,859 124,988 8824 133812
Share purchase for the Share RROREHENRNEE

Award Schemes (Note 21(b)) (HE2100) - - - - - (19,668) - - (19668) - (19668)
Recognition of equity-settled BRRRELENRAZHY

share-based payment (Note 21(b) DEGRAID) - = = = 24,635 = = = 24,635 - 63
Reversal due to vesting of award REERASEMER

shares (Note 21(0) (221000 - - - - (3806 59835 - (1609) - - -
At30 June 2019 (unaudited) 2019565308 (REER) 526,058 4,641,066 979,953 5286 399 (45,553) (22,989) 466,398 6,554,211 N7 6671482
At 1 January 2020 (audited) 202051818

(B%H) 551,007 970,829 (57,012) (21,693) 682,809  7,081517 126,184 7,207,701

Profit for the period BRaH - - = - M;B 22073% 5519 26315
Other comprehensive income BREL2ERA

for the period 3,863 3,863 n 3,935
Total comprehensive income Br2EkALE

for the period 3,863 220,736 224,599 5,651
Share purchase for the Share Award St B EIMREE

Schemes (Note 21(0) (HE21(b) (19.892) (19,892)
Recognition of equity-settled BRRERE RO R Y

share-hased payment (Note 21(b) EEGEAID) 1977 197 197
Reversal due to vesting of award REBRAGENED

shares (Note 21(b) (H3E21(b) (24.227) (5333)
Equity ransactions related to EREEETNRERS

interest free loans = 149 = = - 149 (149) -
At30 June 2020 (naudied) OVICEE T Al 551007 4945381 970978 (34) (U8B0 882 I3EH0 131686 744003
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
HHGAReRER

HE2020F6A30H IE75E A

Six months ended 30 June

BZ6A30RLL<EA
2020 2019
20205 20194
NOTES RMB’000 RMB’'000
B o AR¥T T ARETT
(unaudited) (unaudited)
(REEXK) (REER)
NET CASH FROM OPERATING RETBABRESFA
ACTIVITIES 1,055,209 855,571
NET CASH USED IN INVESTING RETHMARESFHE
ACTIVITIES
Purchases of property, plant and BAME - BRERERE
equipment (78,015) (146,598)
Payments for right-of-use assets A B - (95)
Investment in an associate BN R E 12 (42,898) =
Additions in biological assets EYEERE (560,860) (582,398)
Placement of structured bank deposits FABBERITIER (50,000) S
Placement of pledged bank balances TFABEERRITER (23,747) (71,673)
Withdrawal of pledged bank balances RREERIRITER 29,695 14,189
Placement of non-pledged bank deposits 17 AJRE|HA A #8316 = 1@ B Ay & 4K
with original maturity of more than HERITIFR
three months (162,060) -
Withdrawal of non-pledged bank IR EA BB A=E A mEE
deposits with original maturity of FERITIFER
more than three months 67,653 -
Proceeds from disposal of dairy cows HEILF AT RIE 298,940 260,498
Interest received B YERFE 7.214 5,668
Government grants received B ER AT R B 596 7,900
Proceeds from disposal of property, HEME - WERERBEMERIER
plant and equipment 4,342 8,061
Proceeds from disposal of subsidiaries B A B FT S RUE 22 85,716 S
(423,424) (504,448)
NET CASH USED IN FINANCING METHMARES TR
ACTIVITIES
Interest paid RS (138,088) (210,841)
New borrowings raised HESER 2,459,100 2,682,181
Repayment of borrowings EREERIE (1,772,996) (1,425,020)
Repayment of medium-term notes EF' HEREERRIE (600,000)
Repayment of corporate bonds NEEFEEIE (1,050,000)
Payment of transaction cost for bank LRITERBIZ S HA
borrowings (23,752)
Proceeds from other borrowings HAh RS FIE 1,345,250
Repayment of other borrowings EabEREENRE (1,050,000) (1,145,250)
Repayment of leases liabilities HEaEEERE (13,618) (13,474)
Payment for repurchase of ordinary B 01 3@ AR A 15 5Kk
shares (19,892) (8,946)
(535,494) (449,852)
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
HHGEEReRER

For the six months ended 30 June 2020
B ZE2020F6 A30H LEXE A

Six months ended 30 June

BZE6A30A LL<EA
2020 2019
20205 20194
RMB’000 RMB’000
AR¥T T ARETT
(unaudited) (unaudited)
(REEXK) (REER)
NET INCREASE (DECREASE) IN BeRBSZEYEMORD) BHE
CASH AND CASH EQUIVALENTS 96,291 (98,729)
Cash and cash equivalents as stated in HRGE M BRARATIRE &
the condensed consolidated statement REFED
of financial position 893,441 703,039
Cash and cash equivalents attributable to 248 A& EH &M H & AR
the disposal group classified as held RekBeEEY
for sale 763 -
CASH AND CASH EQUIVALENTS HORESRESEEY
AT BEGINNING OF PERIOD 894,204 703,039
CASH AND CASH EQUIVALENTS MARRERAESESEY
AT END OF PERIOD,

represented by bank balances and cash RITEB RIS 25 990,495 604,310




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
8RR & 1 35 30 R P

For the six months ended 30 June 2020
#HE202056 A30H IE/XEA

1.

GENERAL

China Modern Dairy Holdings Ltd. (the “Company”) is a limited
liability company and its shares have been listed on the Main
Board of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) since 26 November 2010. The registered office of the
Company is Maples Corporate Services Limited, PO Box 309, Ugland
House, Grand Cayman, KYI-1104, Cayman Islands. The principal
place of business of the Company is located in Economic and
Technological Development Zone, Maanshan City, Anhui Province,
the People’s Republic of China (the “PRC").

As at 30 June 2020, China Mengniu Dairy Co., Ltd. (“Mengniu”)
and its wholly-owned subsidiary together owned 58.15% 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”).

1A. SIGNIFICANT EVENTS IN THE CURRENT INTERIM

PERIOD

The outbreak of COVID-19 and the subsequent quarantine measures
as well as the travel restrictions imposed by many countries have had
negative impacts to the global economy, business environment and
directly and indirectly affect the operations of the Group. The Group
has managed to maintain the normal level of production and sales
volume amid the outbreak of the COVID-19. During the current
period, the Group had donated liquid milk of RMB10,000,000 to
areas infected by COVID-19 which was purchased from Mengniu.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

2. BASIS OF PREPARATION OF THE CONDENSED

CONSOLIDATED FINANCIAL STATEMENTS

In preparation of the condensed consolidated financial statements
for the six months ended 30 June 2020, the directors of the
Company (the “Directors”) have given careful consideration
to the future liquidity of the Group in light of the fact that the
Group’s current liabilities exceeded its total current assets by
RMB3,016,532,000. Having considered the expected net cash
inflows from the Group’s operations for the next twelve months and
the available credit facilities of approximately RMB6,688,190,000
which remains unutilised as at 30 June 2020, the Directors are
satisfied that the Group will be able to meet in full its financial
obligations as and when they fall due for the foreseeable future.
The abovementioned credit facilities included an amount of
RMB1,300,000,000 from Inner Mongolia Mengniu Dairy (Group)
Company Limited (“Inner Mongolia Mengniu”), a subsidiary of
Mengniu (Note 24(d)), and the remaining facilities are from licensed
banks. Accordingly, the condensed consolidated financial statements
have been prepared on a going concern basis.

The condensed consolidated financial statements of the Group
have been prepared in accordance with International Accounting
Standard 34 Interim Financial Reporting 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”).

2.

MRS M RRINEE

For the six months ended 30 June 2020
B E202056 A30H LN A

HRSAMBRENEREE

EHRBEHE2020F6 A308 L@ A KA
RAEMBHRERN  ERAEENRBEER
HERBEEBREARY3,016,532,0007T
ARARESE(EFNEBEEERAEENE
REBESMN - KEBAEBHNEERE
R+-ZEAEAMBBHRSFAFEARR
2020F6 ABOEMAIEBAEEREN AR
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FHNBRARINEERFAEEB) R ER
2al(ARHERF ) HI AR % 1,300,000,0007T
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
HBRE M BB R E

For the six months ended 30 June 2020
#HE202056 A30H IE/XEA

3.

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; (iii)
structured bank deposits, which are measured at fair value; and (iv)
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 amendments to International Financial Reporting Standards
("IFRSs"”) and application of certain accounting policies which
became relevant to the Group, the accounting policies and methods
of computation used in the condensed consolidated financial
statements for the six months ended 30 June 2020 are the same as
those presented in the Group’s annual financial statements for the
year ended 31 December 2019.

Application of amendments to IFRSs

In the current interim period, the Group has applied the Amendments
to References to the Conceptual Framework in IFRS Standards and
the following amendments to IFRSs issued by the IASB, for the
first time, which are mandatorily effective for the annual period
beginning on or after 1 January 2020 for the preparation of the
Group's condensed consolidated financial statements:

Amendments to IAS 1 and IAS 8 Definition of Material

Amendments to IFRS 3 Definition of a Business

Amendments to IFRS 9, IAS 39 and  Interest Rate Benchmark
IFRS 7 Reform
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3A.

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

PRINCIPAL ACCOUNTING POLICIES (Continued)
Application of amendments to IFRSs (Continued)

The application of the Amendments to References to the Conceptual
Framework in IFRS Standards and the amendments to IFRSs in the
current period has had no material impact on the Group's financial
positions and performance for the current and prior periods and/or
on the disclosures set out in these condensed consolidated financial
statements.

Accounting policies newly applied by the Group
Embedded derivatives

Derivatives embedded in hybrid contracts that contain financial
asset hosts within the scope of IFRS 9 Financial Instruments are not
separated. The entire hybrid contract is classified and subsequently
measured in its entirety as either amortised cost or fair value as
appropriate.

KEY SOURCES OF ESTIMATION UNCERTAINTY

In the application of the Group’s accounting policies, the Directors
are required to make judgements, estimates and assumptions
about the carrying amounts of assets and liabilities that are not
readily apparent from other sources. The estimates and associated
assumptions are based on historical experience and other factors
that are considered to be relevant. Actual results may differ from
these estimates.

The estimates and underlying assumptions are reviewed on an on-
going basis. Revisions to accounting estimates are recognised in the
period in which the estimate is revised if the revision affects only
that period, or in the period of the revision and future periods if the
revision affects both current and future periods.

3.

3A.

:..
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I T

MRS M RRINEE

For the six months ended 30 June 2020
#HE2020%F6H30H LA A
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
HBRE M BB R E

For the six months ended 30 June 2020
#HE2020%F6 H30H LN A A

3A. KEY SOURCES OF ESTIMATION UNCERTAINTY BA. fEET TP REEMNEERR @)

(Continued)

Except for the key sources of estimation uncertainty disclosed in
Note 5 of the Group’s consolidated financial statements for the
year ended 31 December 2019, new key sources of estimation
uncertainty for current period are arisen from disposal of subsidiaries
as disclosed in Note 22.

After the completion of the disposal, the Group has taken certain
obligations. For the two commitments relating to the supply of
manure feed and valid land use right, the Group estimate the value
is immaterial. For the buy back clause, the fair value is determined
by using the Binomial-Tree Model with key inputs including the
discount rate and expected volatility. Further details are given in
Note 22.

REVENUE

Disaggregation of revenue

Types of goods Emiaa
Raw milk REH

Timing of revenue recognition W N\ BRI ]
A point in time R 24

Geographic information

Since all revenue from external customers is derived from the
customers located in Mainland China and all of the non-current
assets are located in Mainland China and the Group is managed on
a nationwide basis because of the similarity of the type or class of
the customers and the similarity of the regulatory environment in
the whole region, no geographic information is presented.
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Six months ended 30 June
HZ6H30HLAEA
2020 2019
20204 20194
RMB’000 RMB’'000
AR® T ARETT
(unaudited) (unaudited)
(REER) (REEEZ)
2,827,752 2,570,133
2,827,752 2,570,133
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
R E M E R

For the six months ended 30 June 2020
B ZE2020F6 A30H LEXE A

5. OTHER INCOME 5. HiA
Six months ended 30 June
HZ6H30HIEAEA
2020 2019
20204 20194
RMB’000 RMB’000
ARE T AREFTT
(unaudited) (unaudited)
(REEER) (REHFER)
Bank interest income RITFEHA 7,747 5,294
Government grants related to BELA TN & IE 5 80 U # RS
- Assets (Note i) - &z (D 10,727 9,414
- Income (Note i) R ONCEED) 18,897 3,088
29,624 12,502
Others Hith 3,811 3,751
41,182 21,547
Notes: T
i.  These government grants are in relation to the construction and i ZEBRNAMAREZENESUE - BE LR
acquisition of property, plant and equipment and are included in the B - BERERRLEE MR R ASIHERTI
condensed consolidated statement of financial position as deferred A WREBEEMAERFHRRNRAERE
income and credited to the profit or loss on a straight-line basis over N E

the useful lives of the related assets.

ii.  These government grants are unconditional government subsidies il FEBUN R RN K B A A B U AP P WO ey
received by the Group from relevant government bodies for the BARMEUNHAL - EEAREEMNEERMEA
purpose of giving immediate financial support to the Group’s R o
operation.

| 2020 S RERRKERRAD




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
HBRE M BB R E

For the six months ended 30 June 2020
HZE2020F6 4308 XA A

6. PROFIT BEFORE FINANCE COSTS AND TAX 6. PBRELE ACA R BiIR A=A
Profit before finance costs and tax is arrived at after charging B B0 AR AR R B T8 AL 1 5 0Bk (BEA) T
(crediting): HEBHER/E -

Six months ended 30 June

HZE6H30R1L~EA
2020 2019
20204 20194
RMB’000 RMB’'000
AR¥T T ARKEFTT
(unaudited) (unaudited)
(REEK) (REER)
Cost of sales before raw milk fair value RN A T EFARATRIHE R
adjustments:
Breeding costs to produce raw milk EEREHREER A 1,775,735 1,672,018
Raw milk fair value adjustments included & ASHE R AR R A FEFHE
in cost of sales 960,393 816,632
2,736,128 2,488,650
Other gains and losses, net: HAbWas R B854 ¢
Net foreign exchange loss SNEE 518 F 7R 51,078 27,128
Loss on disposal of property, plant HEWE - BERREEIEFE
and equipment, net 3,953 7,948
Impairment loss on goodwill e R EE A 22,750 -
Gain on disposal of subsidiaries L P B A Bl A Ui s (72,280) -
Fair value gain on derivative financial TEERITAENAFER:
instruments:
Foreign currency forward contracts INEIRHAE X (18,414) (1,732)
Foreign currency option contracts SN HARE S 49 (27,364) (5,942)
Fair value gain on structured deposits HERETFRN AT ERE (74) =
Gain on derecognition of financial BUHER B ENKE
liabilities - (687)
(40,351) 26,715
Depreciation of property, plant and M BERZETE
equipment 228,498 259,395
Depreciation of right-of-use assets FREEERE 8,434 7,891
Less: capitalised in biological assets W EMBEEERN SR (99,800) (109,299)
Depreciation charged to profit or loss Mk aEmmeE 137,132 157,987
Equity-settled share award expense VARRE 45 B 0 IR 1 B A 2
(Note 21(b)) (B 3E21(b)) 21,977 24,635
Other employee benefits costs HibE BREFFAX 274,024 233,092
Less: capitalised in biological assets B EMEEER SR (65,416) (59,580)
Employee benefits charged to profit or loss 1k B85 H B E & F| 230,585 198,147




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

FINANCE COSTS

Interest expenses on:

Bank borrowings

Medium-term notes

Corporate bonds

Other borrowings from Mengniu
(Note 24(d))

Other borrowings from financial
institutions

Lease liabilities

Amount due to Mengniu

Total borrowing cost
Fair value loss on interest rate swaps

INCOME TAX EXPENSE

Current tax:
PRC enterprise income tax

MRS M HRMEE

For the six months ended 30 June 2020
B ZE2020F6 A30H LEXE A

7. BERA
Six months ended 30 June
HZ6A308 AR
2020 2019
20204 20194
RMB’000 RMB’000
ARETT AREET T
(unaudited) (unaudited)
(REER) (REEEZ)
FMEME :
SRITIE R 137,539 126,947
fREREE IR = 6,620
NAEESH = 14,645
RESFFHEAMEF(FFE24(d)
27,022
KBS B R B E R
403 1,059
HEAE 5,475 5,223
R4 7R = 4,354
B A 4258 150,235 185,870
Rt BN F{HE R 64,563 38,505
214,798 224,375
8. FiEHimx%
Six months ended 30 June
HZE6H30HIEAEA
2020 2019
20204 20194
RMB’000 RMB’000
ARETT AREET T
(unaudited) (unaudited)
(REER) (REEEZ)
BNEARRIA -
B (R FTE R 276 197




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
HBRE M BB R E

For the six months ended 30 June 2020
#HE202056 A30H IE/XEA

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 condensed
consolidated financial statements in respect of the accumulated
profits of the PRC subsidiaries amounting to RMB2,198,922,000
(31 December 2019: RMB1,863,415,000) as the Group is able to
control the timing of the reversal of the temporary differences and
it is probable that the temporary differences will not reverse in the
foreseeable future.

DIVIDENDS

No interim dividends (six months ended 30 June 2019: nil) were
paid, declared or proposed for current period.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
R E M E R

For the six months ended 30 June 2020
B ZE2020F6 A30H LEXE A

10. EARNINGS PER SHARE 10. SRAF
The calculation of the basic and diluted earnings per share KRRER ARMETRERREEZF HIBE
attributable to owners of the Company is based on the following AT 8RS E -
data:

Six months ended 30 June

HZ6H308 LLAEA
2020 2019
20205 20194
RMB’'000 RMB’'000
AR¥T R ARKEFTT
(unaudited) (unaudited)
(REEK) (REER)
Profit gl
Profit for the purposes of basic and diluted ~ FA R &1 & B IR E AR K 58 B 7 A9 % 7
earnings per share 220,736 124,859
Six months ended 30 June
BZ6A30RLAEA
2020 2019
20204 2019%
(unaudited) (unaudited)
(REBEK) (REER)
Number of shares RHEE
Weighted average number of ordinary ARt ESRERZ ML @R NE
shares for the purpose of basic earnings FHE
per share 6,363,900,590 6,086,773,027
Effect of dilutive potential ordinary shares: — #E&EE L RIRHIFE -
Share options B R 3,568,516 9,775,985
Share awards it 22 B 8,778,377 5,325,000
6,376,247,483 6,101,874,012
The number of shares adopted in the calculation of the basic FrESRERBFFTEEME RN E B RIEER
earnings per share has been arrived at after eliminating the unvested NEIRG REFEETHANRARRERER
shares of the Company held under the Company’s share award D&ISH -

scheme.
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Cost
At 1 January 2020 (audited)

At 30 June 2020 (unaudited)

Impairment
At 1 January 2020 (audited)

Impairment loss recognised in the period

At 30 June 2020 (unaudited)

Carrying values
At 1 January 2020 (audited)

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
M BA 5 & RA 35 8 R P o

For the six months ended 30 June 2020
HZ=E2020F6H308 1LXEA

11. GOODWILL

1. BE

2%
R2020F1 A 18 (KE)

R2020F6 A308 CR&HERZ)

WA
R2020F1 A18 (EFX)
HINEBREEEE

M2020%F6 A308 CREHEK)

BRTE (B
M2020F1 A 18 (KRER)

At 30 June 2020 (unaudited)

For the purpose of impairment testing, goodwill has been
allocated to two individual cash-generating units (“CGUs") .The
carrying amounts of goodwill (net of accumulated impairment
losses) allocated to Modern Farming CGU (defined below) are
RMB310,426,000 (31 December 2019: RMB310,426,000)
and the carrying amounts of goodwill (net of accumulated
impairment losses) allocated to ADH CGU (defined below) are
RMB1,038,090,000 (31 December 2019: RMB1,060,840,000).

The Group’s goodwill of RMB310,426,000 arose from acquisition
of Modern Farming in 2009 (the “2009 Goodwill”). Accordingly,
for the purpose of impairment testing, the 2009 Goodwill has
been allocated to the dairy farming business of Modern Farming
and its subsidiaries at the point of acquisition, being the group of
CGUs engaged in dairy farming operations (the “Modern Farming
CGU") and represent the lowest level within the Group at which the
goodwill is monitored for internal management purposes.

The Group’s goodwill of RMB1,225,460,000 arose from acquisition
of the Asia Dairy Holdings and Asia Dairy Holdings Il (the “ADH
Companies”) in 2015 (the “2015 Goodwill”). For the purpose
of impairment testing, the 2015 Goodwill has been allocated to
the ADH Companies, being the group of CGUs engaged in dairy
farming operations (the “ADH CGU") and represent the lowest level
within the Group at which the goodwill is monitored for internal
management purposes.

During the current period, there is an indication that ADH CGU may

be impaired due to increase of the feed costs and the decrease of
selling price.
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MR20204F6 A30H (REEZ)

EITRENRE  BEREAMARNRSES
Br(ReELEMN]) - BABRKE(EE)
ReEARM(EER TONEEEEREGR
Z:HREEER) B ARE310,426,0007T(2019
F12A831H : AR%310,426,0007T) K25 A
ADHR G ELEM(EER TXOMWEEERAE
(fnkk R2ETREEE) A AR 1,038,090,0007T
(2019412 A318 + AR%1,060,840,0007T) °

rEBMNEESEAARE310,426,0007T -
A 7220094 Y i R A 3 (SR &) i &= £ (12009
FEE]) - At - EITRERIFE - 2000F 5
BEBABRBEGEE) RERKER AL E
M BBEEBNIRGELEMAR N EBR A
(BREEEEBSEAEMDNNFEE
¥% VAAEEARABEEENEERE
B EAE KT o

rEEMHESEAARE1,225,460,0007T -
A 720154 Y28 Asia Dairy Holdings & Asia Dairy
Holdings II([32 2% ADHA &) MZE4 (120155
2) o EITREREE  2015FFERER AKX
ZADHRR] - EACEIMF BHEEBNRCE
HBAAR(TADHIRSELEMN]) - W ARE
EARRASEE B NEENENREKTE -

RAHE > ARFAERAENREERD
ADHR S EA B HBATREREN TR °



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

11. GOODWILL (Continued)

The recoverable amount of the ADH CGU has been determined
based on a value in use calculation. That calculation uses cash flow
projections based on financial budgets of five years approved by
the management and a pre-tax discount rate of 12.3%. Cash flows
beyond the budgeted period are extrapolated using a 2.5% growth
rate. Other key assumptions for the value in use calculation included
the estimated future market price of raw milk, the estimated
average daily milk yield at each lactation cycle and estimated feed
costs per kg of raw milk. Such assumptions are based on the unit's
past performance and management’s expectations for the market
development.

An impairment loss of RMB22,750,000 was recognised during the
current period (six months ended 30 June 2019: nil), being the
excess of the carrying amount of the ADH CGU over the recoverable
amount of RMB2,550,212,000 determined based on the above
value in use calculation.

12. INTERESTS IN ASSOCIATES

Cost of investments in associates REEE R AR E KA
DR R RE M2 EIA

Share of post-acquisition profits and other
Comprehensive income

MRS M HRMEE

For the six months ended 30 June 2020
B ZE2020F6 A30H LEXE A

1. 5%

ADHE ©EL BN E S EIZREREE
HEEE UULEEEMENTIFYHEE
AiRE  RARSRERAEL - RATRIIRE
512.3% - BE RIS REFEH2.5%
RIS REEE - FTEHFEREENEMEERR
BB ARRRETE - SHEILBANGTTFE
HEBRENERSTRERDEFRERAE
ZEBRBNERZEMNUNETREAREEEY
SRR ATER -

RAHAR B RBE B ARK22,750,0007T
(B =2019F6A308 1L<M8A : &) - BNADH
ReELBEMNEMARLRE LiEAEER
EmEENEKESREARK2,550,212,000
5T o

12. REFE R BRVER

30 June 31 December
2020 2019
20205 20194
6H30H 12A318
RMB’000 RMB’000
AR¥T T ARETT
(unaudited) (audited)
(RBER) (EER)
198,938 156,040
72,079 59,352
271,017 215,392




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
HBRE M BB R E

For the six months ended 30 June 2020
HZE2020F6 4308 XA A

12. INTERESTS IN ASSOCIATES (Continued) 12. REEE DTN RER @)

Details of the Group's interest in associates are as follows:

Proportion of
ownership interest

BERELSA

A E B A A RSB T -

Voting rights
RRHE

Place of [0 31 December Sl 31 December
Name of company establishment 2019 2019  Principal activities
ARAER R 20195 2019  XEEH
12A318 12H31H
% %
Modern Farming (Feidong) Co., Ltd. PRC 49.00  Liquid milk producing
RRBERR)ARAR F R
Modern Farming (Bengbu) Co., Ltd PRC 49.00  Liquid milk producing
BRMEHR)BERAR H EERRED
Jiangyin Dairy Energy PRC 30.00  Energy producing
TReAREY H BREE

On 23 August 2019, Modern Farming (Group) Co., Ltd. (“Modern
Farming”) and Jiangsu Agriculture Environment Energy Technology
Co., Ltd., an entity designated by CITIC Environment Investment
Group Co., Ltd., entered into an agreement in relation to the
formation of Jiangyin Dairy Energy Environment Technology
Co., Ltd. (“Jiangyin Dairy Energy”), pursuant to which Modern
Farming holds 30% equity interest of Jiangyin Dairy Energy.
During the current period, Modern Farming has contributed cash
of RMB42,898,000 as capital in Jiangyin Dairy Energy. Jiangyin
Dairy Energy acquired the entire equity interests in Modern Energy
(Wuhe) Co., Ltd. (“Wuhe Energy”) and Modern Energy (Hefei) Co.,
Ltd. (“Hefei Energy”), then wholly-owned subsidiaries of Modern
Farming, in January 2020. More details of the transaction are set
out in Note 22.

CHINAﬁVIODERN DAIRY HOLDINGS LTD. INTERIM REPORT 2020
F { | |
F ] (f |

#

72019 8HA23H  BAME(KE)BRAF
(RBRBEGEE) DEGFERREEEEGR
AREHEEMEBRIGERERMEAER AR
BRI RIBERIE AR AR (DIR%EED
A Bt BREREGEE)FAIRK
BE30% A HE - RANHAR - MAKE(EE)TE
Re AR¥A42,898,0007T @ fEATREHAEA A
© o TREMAERR2020F 1 AR R TR (R
MAERAB(HEMEER]) MIRREREGEE
fRAE (& REEIR)) 82 B iE 39 B IR R A
(REDERMEEMBAT) - RHME—FFF
BEERHTEE22 ©




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

13. 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 pLa=
Heifers and calves INFAE R /N
Total dairy cows 445t

The Group has engaged Jones Lang LaSalle Corporate Appraisal
And Advisory Limited, an independent firm of professional valuer,
to assist it in assessing the fair values of the Group’s dairy cows. The
valuation techniques used in the determination of fair values as well
as the key inputs used in the valuation models are disclosed in Note
25.

MRS M HRMEE

For the six months ended 30 June 2020
B ZE2020F6 A30H LEXE A

13. £YEE

RS BRI 4 2 FEREE R AR50
T

30 June 31 December
2020 2019
20205 20194
6H30H 12A31H8
RMB’000 RMB’000
ARET T AREETFT
(unaudited) (audited)
(REEX) (EEZ)

5,326,986 5,543,159
2,029,700 1,916,200

7,356,686 7,459,359

AEBECZRBHERITOETGEREBEAERA
BB EEMGERR) BB EFEAEEIF
MAYE - BERXFHEMAGBERNREER
AT ERABIRRERH 25 -

| 2020 S RERRKERRAD



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

MRS MW RMEE

For the six months ended 30 June 2020
HZE2020F6 4308 XA A

14. TRADE AND OTHER RECEIVABLES AND
ADVANCED PAYMENTS

14. B E 5 IR H U FRIR A K
AN E

30 June 31 December

2020 2019

2020F 20195

6H30H 12A31H

RMB’000 RMB’000

AR%T T AREFT

((LETTREL)] (audited)

(REBEXR) (EEZ)

Trade receivables FEWE 5 R 508,635 550,205
Less: allowance for credit losses A EEBERE (8,535) (8,635)
500,100 541,570

Advanced payments for feeds and materials &%} 5 i1 L 24 2% 64,673 64,819
Input value added tax recoverable AT AT [0 3 TE 38 (B Y 2,546 2,591

Receivables from disposal of property, LEWE - BERERENREWGOR

plant and equipment

Receivables from disposal of subsidiaries o BB A B A FE MR IR

(Note 22) (K3E22)
Others Hi

The Group normally allows a credit period of 30 days to its
customers.

The following is an aged analysis of trade receivables, net of
allowance for credit losses, presented based on the invoice dates at
the end of the reporting period, which approximated the respective
revenue recognition dates at the end of the reporting period:

Trade receivables FEE SRR
— within 30 days - 30K

999 4,015

55,674 -
9,243 5,293

633,235 618,288

AEEBERTHEEPIORNEEH -

R EHIRIZE R A8 (R E R A Ak i
RABEE) 2B REZERNREER
BREBNRESITIT

30 June 31 December
2020 2019
20204 20194
6H30H 12A31H
RMB’000 RMB’000
ARET T ARKETFT
(unaudited) (audited)
(RFEZ) (e 2=z)

500,100 541,570




15.

16.

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

STRUCTURED BANK DEPOSITS

Structured bank deposits ERERITER

The balances represented short-term deposits placed within
reputable banks in the PRC with variable interest rate determined
by reference to foreign currency exchange rate movement. These
deposits are stated at FVTPL.

IMPAIRMENT ASSESSMENT ON FINANCIAL
ASSETS SUBJECT TO EXPECTED CREDIT LOSS
MODEL

MRS M HRMEE

For the six months ended 30 June 2020
B ZE2020F6 A30H LEXE A

15. ERMRTER

30 June 31 December
2020 2019
20204 20194
6H30H 12A31H
RMB’'000 RMB’000
AR®T T AR¥ETT
(unaudited) (audited)
(REEK) (EER)

50,074 -

{25 7T O R RS B AT 4RAT 0SS ERAF AR
TR ENLENEEREDET - REHER
AT EH AR5 -

16. REFAMFEEFREANERMEE
BB R

Six months ended 30 June

HZ6H30HLA<MEA
2020 2019
20204 20194
RMB’000 RMB’'000
AR® T AREET T
(unaudited) (unaudited)
(REER) (REEFEZ)
Impairment loss (reversed) recognised FLLA T ROBRERR 60 R E R 1B (B =)
in respect of
Trade receivables FEE SRR (108,642)
Other receivables H e sk IE 621
(108,021)

The basis of determining the inputs and assumptions and the
estimation techniques used in the condensed consolidated financial
statements for the six months ended 30 June 2020 are the same as
those presented in the Group’s annual financial statements for the
year ended 31 December 2019.

B ZE20209F6A308 1L/~ 1B A MEMRERE B
HEFPANETHABIEURBRRGTH
AR EEEAREBHE2019F12A31HILFEE
KFEMISMEMTIRERR ©

| 2020 S RERRKERRAD




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
HBRE M BB R E

For the six months ended 30 June 2020
HZE2020F6 4308 XA A

17. DERIVATIVE FINANCIAL INSTRUMENTS 17. fTE€RMI A
Assets Liabilities
BE =0

Sl 0= 31 December Sl = 31 December
2020 2019 2020 2019
20204 20194 20204 20194
6A30H 12HA31H 6A30H 12A31H
RMB’000 RMB’000 RMB’000 RMB’000
AR T T ENGLE ARY Tt RPN S
(unaudited) (audited) [l (audited)
(REEX) (&Ez) | G (EER)

Interest rate swaps (Note i) 1) = 12 R (B 5E0) - (75,372) (15,134)
Foreign currency forward SIME R B-E 49 (B i)

contracts (Note ii) 8,198 (140)
Foreign currency option SINE Bt & 40 (BT i)

contracts (Note ii) 51,229 31,713 =

59,427 89,543 (75,372)

Analysed as: DITR
Current mED 14,240 89,543 (36,746) (15,274)
Non-current JERED 45,187 S (38,626) =
59,427 89,543 (75,372) (15,274)
Notes: BT
i, Key terms of the interest rate swaps are as follows: i FEREHEFEERET :
Nominal amount Swaps
BESHE =
At 30 June 2020
202096 H30H
United States Dollars (“US$")542,300,000 From LIBOR to 0.66%—1.90%
542,300,000 T ([ZE7T)) ERBRITRIEREZE0.66%%1.90%
Hong Kong Dollars (“HK$")1,500,000,000 From HIBOR to 2.59%—2.62%
1,500,000,0005 7T ([ 7T 1) BEBRITRAEFEE2.59%E2.62%
At 31 December 2019
R2019F12H31H
US$300,000,000 From LIBOR to 1.53%=1.54%
300,000,000 7T ERBRITREREE1.53%%1.54%
HK$1,500,000,000 From HIBOR to 2.59%—2.62%
1,500,000,00078 7T BEBRITRAEFEE2.59%E2.62%
The Group entered into several interest rate swap contracts with REBEEETRITRILETREBHEL - B
certain banks to hedge the risk of interest rate fluctuation arising from HAE TR I ENRITEREENT R
certain bank loans at floating interest rate. The fair value changes of EER - AN ATEEH 25| ANBREER

the swaps were presented as a deduction of finance costs. 7K o




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

17. DERIVATIVE FINANCIAL INSTRUMENTS (Continued)

Notes: (Continued)

Key items of the foreign currency forward contracts and the foreign
currency option contracts are as follows:

Nominal amount

BEREH

MRS M RRINEE

For the six months ended 30 June 2020
B E202056 A30H LN A

17. sTEER I E®)

BieE - (&)

SNERHIGHRINEREANTEBRBNT ¢

Forward exchange rates

EHER

At 30 June 2020
R2020%6 H30H
HK$1,230,390,000
1,230,390,000/8 7T
RMB372,899,000
AR #372,899,0007T
At 31 December 2019
R201912H31H
US$187,700,000
187,700,000 %7T
HK$1,230,390,000
1,230,390,000 7T

US$0.1274 to US$0.1280: HK$ 1
0.1274%CZE0.1280E T H 1B T
US$0.1403: RMB1
0.1403E T H AR

RMB6.4800 to RMB7.0000: US$1
AR#6.48007TE ARKE7.00007T 34 1€ 7T
US$0.1274 to US$0.1280: HK$ 1
0.12743%JC20.1280E LA 18T

Nominal amount Type Position Prices

EESHE =i BE/ KR BEi&

At 30 June 2020

202066 H30A

US$217,000,000* Call Long RMB6.7000 to RMB6.8900: US$1

217,000,000 70 * ke e AR#6.70007TE AR #6.89007T 4 13£ 7T
Put Short RMB6.7000 to RMB6.8900: US$1
Rl e AR#6.70007TE AR¥E6.89007T . 13E 7T
Call Short RMB7.1000 to RMB7.3000: US$1
R rE AR¥7.1000tE ARE7.30007T %157

At 31 December 2019

R201912H31H

US$217,000,000* Call Long RMB6.7000 to RMB6.8900: US$1

217,000,0003 7T * R e AR#6.70007TE AR¥E6.89007T 4 13E 7T
Put Short RMB6.7000 to RMB6.8900: US$1
B RE AR#6.70007LE AR #6.89007T % 157T
Call Short RMB7.1000 to RMB7.3000: US$1
R wE AR¥7.10007TE ARKET7.30007T 4 1€ 7T

US$26,300,000* Call Long RMB6.8820: US$1

26,300,0003 7T * R eE AR #6.88207T 137
Put Short RMB6.8800: US$1
B rE AR#6.88007L 4157

US$26,000,000 Call Long RMB5.8000: US$1

26,000,000 37T R e AR#5.80007TH, 1557

* These are currency call/put option portfolios.

The Group entered into several foreign currency forward contracts
and foreign currency option contracts with certain banks to hedge
the currency risk arising from certain of its bank loans denominated in
US$ and HK$. The fair value changes of the foreign currency forward
contracts and the foreign currency option contracts were recognised in
other gains and losses.

The valuation techniques used in determination of fair values of the
interest rate swaps, foreign currency forwards and foreign currency
options are disclosed in Note 25.

* REREWRE/RLHEAEES -

AREEETRITIIETNERBA DRI
EADR A0 - LB E T BA T BB LA R
RITRREEHRHAR - HNERMA ORI
B S 4 4080 2 (0 )14 2 e TS o
Wi -

BRI R B - SN R B R SINEE B4R AR AT
£ P A E RT3 R MBHRE25 -
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
HBRE M BB R E

For the six months ended 30 June 2020
HZE2020F6 4308 XA A

18. TRADE AND OTHER PAYABLES 18. ENE SRR R HMEAKIE
The following is an analysis of trade payables by age, presented AT BIRERREDHWEN B ZERR DI « 1%
based on the invoice date and the analysis used by the Group’s ZHHZ2Y - BROMBEASEEEERES
management to monitor the Group's financial position. BEREEBSBAKR
30 June 31 December
2020 2019
20205 2019%
6H30H 12A31H
RMB’000 RMB’000
AR%T T AR¥ETFT
(unaudited) (audited)
(REBEK) (&%)
Trade payables FEE SRR
— within 60 days - 60K AR 496,287 905,457
- beyond 60 days but within 120 days - HIB60KREN 120K AR 182,836 213,925
- beyond 120 days but within 360 days - i 120K ER 360K AR 41,455 18,536
— beyond 360 days but within 720 days — HiB360ARER720K AR 18,291 16,747
Bills payable (Note) PR 2= 3% (T 5E) = 2,841
738,869 1,157,506
Payable for acquisition of property, BEWE - WE&REEMNKE
plant and equipment 126,269 140,350
Accrued staff costs Est B TR 129,868 113,503
Advance payments from disposal of B & LA R B A B9 TR U R IE
dairy cows and others 18,934 27,067
Others HAh 104,655 83,262
1,118,595 1,521,688
Note: Bills payable are mature within twelve months from the respective M ENEERSERTREERT+ZEARE

issuance dates. B o




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
R E M E R

For the six months ended 30 June 2020
B ZE2020F6 A30H LEXE A

19. BANK BORROWINGS 19. SRITAER
During the current period, the Group obtained new bank R - AEEBSHIERITERARE
borrowings amounting to RMB2,459,100,000 (six months ended 30 2,459,100,0007T (B £20194F6 A30H 1L/~
June 2019: RMB2,682,181,000) and repaid RMB1,772,996,000 (six B AR#2,682,181,0007T) * Y EEEAR
months ended 30 June 2019: RMB1,425,020,000). #1,772,996,0007T (B 2201996 A30H 1E/< &

A AR#1,425,020,0007T) °

As at 30 June 2020, bank borrowings are denominated in the 720206 4300  RITEFIATF E# AT
following currencies: & :
30 June 31 December
2020 2019
20204 20194
6H30H 12A31H
RMB’000 RMB’'000
AR¥T R ARKETFTT
(unaudited) (audited)
(REBEK) (EER)
us$ ETT 1,793,629 2,083,136
HK$ BIT 1,114,710 1,095,831
RMB AR 3,306,630 2,359,507
6,214,969 5,538,474
The bank borrowings comprise: RITERBIE
30 June 31 December
2020 2019
20204 2019%
6H30H 12A31H
RMB’000 RMB’000
AR¥T R ARETFT
(unaudited) (audited)
(REBEXK) (EE=Z)
Fixed-rate borrowings EBAER 2,457,315 1,449,411
Variable-rate borrowings FEER 3,757,654 4,089,063
6,214,969 5,538,474
The annual interest rate of the bank borrowings during the current RABE - |RITEFOFENENF0.66%=E
period ranged from 0.66% to 5.00% (six months ended 30 June 5.00% (B £20199F6 A30H IE/X{E A : 0.45%

2019: 0.45% to 5.00%). %£5.00%) °




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

MRS MW RMEE

For the six months ended 30 June 2020
HZE2020F6 4308 XA A

20. OTHER BORROWINGS

Other borrowings were repaid in full during the current period.

21. SHARE-BASED PAYMENTS

(@) Modern Farming Option Scheme

On 31 October 2010, the Company granted to two directors
and one top management of Modern Farming a total of
87,412,507 share options of the Company for nil consideration
and each with an exercise price of HK$0.86 (RMB0.74) per
share (the “Management Options”) which will expire on 29
October 2020. The following table discloses movements of the
Management Options during the current period:

Category Rl

20. HbfERK
HAERER AR ERME -
21. LR XA AR
(a) R (RE) BRESE

M20106F108318 @ ARAFUZTHER
BREEEEDRBEER LR EE
B4 187,412,507 N BB IR -
BHERETEEARAEBROSEET(AR
¥0.747T) (EREBRE] - HR20205
10A298 EH - TREBREEEHEER

Management Options EIREREARE
Category Hhl
Management Options B ERERE

REMHES
Outstanding
Outstanding and
as at Exercised exercisable
1 January during as at 30 June
2020 the period 2020
120204
7#20205F 6H30H
1H1H8 i RAT6E
8 RATHE RA{TE
50,930,832 50,930,832
Outstanding
Outstanding and
as at Exercised exercisable
1 January during as at 30 June
2019 the period 2019
20194
20194 6H30H
1A1H AT
AR TR HANTTE KA AT
50,930,832 - 50,930,832




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

21. SHARE-BASED PAYMENTS (Continued)

(b) Share Award Scheme

0]

Share Award Scheme |

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

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

i 8 g

SRS M BRERME
For the six months ended 30 June 2020
HZE20206F6H308 EXEA

21. U@ AR

(b) KRB E

0]

R 13 R Bt &

M2016F9F98 ([FHMAHI) » &
N AN —IB A 22 R B ([ Ak 0 22
Bsrg DA B R B AEEE T
EREEKNERGEREENETR -
hEFeURETMNEMNRELRL
Sh o R EBFTEIERBRTF - B
B B A o RN BB AT
215 52 B & IR 19 BR AR A RSB iR Dairy
Fortune (PTC) Limited([zEAJ)
100% ¥ A ByDairy Fortune Limited
([Dairy Fortune) 2 BB AN A F1#8 7R A
AEBEBXEMNBR SR AHAMES LI
B UKNUESEARNAEREES
HERE BEEHBEBEROERS -
Dairy Fortunef] B AR IR & E LR
755,000,000/ ixfn - BIXE 2 FE
i83370,000,000%8 7T - H E2016
F12A318IEFE - EBARQFE
7~ Dairy FortuneB## AR ™5 IR
884 5135,519,00008 A A A L@
4 R B 49568,966,0007 7T (FHE R
ANR¥61,424,0000T) - H=2017
F12A318 1% E ' Dairy Fortune
HAM™IS LW S5M50,00002
Tk - B E% /803,000 T
(HHE R AR#713,0007T) » MDairy
Fortune EEM LMK BLNE
35,969,000% ([#2EI IR 1)) -

BRIEARR - REANE—RER
XAAZHOETEREE - ARAR
BB B 5 3 5 X RIS 105R 42 & B
BHREREAEHZAARENER
F)Dairy Fortune ° ALt © REB
5t A K Dairy Fortune ABR%I A4RA 22
HE - Dairy FortunefTiF A A 71
BRARINANEB#EEER I
PR ERSE VB RROMRIEAR
MBI BORMIET o
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
HBRE M BB R E

For the six months ended 30 June 2020
HZE2020F6 4308 XA A

21. SHARE-BASED PAYMENTS (Continued) 21. AR WS @)

(b) Share Award Scheme (Continued) (b) Bt iEBE&I(&)

(1) Share Award Scheme | (Continued) () KRoREFENGE)

On 21 April 2017 (the “Grant Date 1”), a total number
of 35,969,000 Award Shares | (“Share Award |"”) 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

R2017F4 8218 ((HFEBHID) - &
#£35,969,0000% 22 B 3% 171 ([ 528 %
MINTTFEFTLEE -RAERE
RE{D R+ 6,637,0000% 22ENAS (7 1([ £
BROHADETFTETEREKE -
RELABINE-FAEFEE &
BREETRERRBE G - 88T
29,332,000% 82 Eh A% 171 ([ 52 8h A% 1
BRI FTETEREXNERAER
B8 RELBHINE -_ERBTE
B EREEANZRRALER -

the Group.

The following table discloses movements of the Award
Shares A and Award Shares B during the reporting

TREERZBBROARZEROBR
HREHEHES) -

period:
Forfeited
Outstanding due to Outstanding
asat  resignation Vested as at
1 January during during 30 June
Category 85l 2020 the period the period 2020
#2020 720205
1A1H HR 64308
HARTE  EEERK AREE ief RATE
Award Shares A BRI 1D A 5,325,000 (5,325,000)
Award Shares B RERHB = =
5,325,000 (5,325,000)
Forfeited
Outstanding due to Outstanding
as at resignation Vested as at
1 January during during 30 June
Category Al 2019 the period the period 2019
120194 120195
1A18 HA 6A30H
WATTE  EEHERNK HRNEE WARITEE
Award Shares A RERMA 5,325,000 = = 5,325,000
Award Shares B SRR 1B 22,423,000 (1,412,000) (21,011,000) -
27,748,000 (1,412,000) (21,011,000) 5,325,000




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

21. SHARE-BASED PAYMENTS (Continued)

(b) Share Award Scheme (Continued)

0]

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
RMB559,000 in respect of the Share Award | during the
current period (for the six months ended 30 June 2019:
RMB3,892,000). A total number of 5,325,000 shares
of Award Shares A (for the six months ended 30 June
2019: 21,011,000 shares of Award Shares B) were vested
to certain members of management and the eligible
employees during the current period, and the difference
of RMB3,731,000(for the six months ended 30 June
2019: RMB13,234,000) between the RMB5,468,000 (for
the six months ended 30 June 2019: RMB23,063,000)
share award reserve and RMB9,199,000 (for the six
months ended 30 June 2019: RMB36,297,000) shares
held under the Share Award scheme | for the shares
vested was recognised to retained earnings.

MRS M RRINEE

For the six months ended 30 June 2020

#HE2020%F6H30H LA A

21. LRGN ERE@

(b) R EBEF &I

0]

R 13 R B &N ()

R IR D AR SR IR DB A &
FRMHR - FRREXNETHQ
FE BIA7,731,00008 7T (FBE R A
R #6,844,0007T) %36,265,000% 7T
(FHERARM32,102,0007T) °

RAERRE - ANEBE IG5 RENFER
f1n BN B ARES559,0000T
(BZ=2019F6 308 1L~ A - A
R #3,892,0007t) - BEIRMHAR
5,325,000 (Bl =201956 A30
BIE/<f@A :21,011,0000% 228 A%
MR AHEEENETERERK
BREEWRES  RMHEEIFEEA
R¥5,468,000 T (Bl Z=2019F 6 A
30R1EAEA - AR¥23,063,000
7C) B BT 2R B AR D R IR AR (0 SR B AT
2B ARY9,199,0007T (B E
20196 A30H E/NEA « AR®
36,297,0007) R 2 AR ZREAR
#£3,731,0007T (Bt 2201946 A30H
WEAEA - AR¥13,234,00070) 1
REBAFER -
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
HBRE M BB R E

For the six months ended 30 June 2020
#HE202056 A30H IE/XEA

21. SHARE-BASED PAYMENTS (Continued) 21. AR WS @)

(b) Share Award Scheme (Continued) (b) BRDERFEI (D)

(1) Share Award Scheme Il ) REBEEN

On 26 March 2018 (the “Adoption Date IlI"), the
Company adopted a share award scheme (the “Share
Award Scheme I1”) 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. As at 31 December 2019, based on the
Company’s instructions, the Dairy Fortune purchased a
total of 39,962,000 ordinary shares of the Company on
open market at a total consideration of approximately
HK$51,759,000 (equivalent to RMB43,988,000).

During the current period, the Dairy Fortune purchased
another 20,000,000 ordinary shares from the open
market at a total consideration of approximately
HK$17,255,000 (equivalent to RMB15,763,000) and the
number of ordinary shares purchased by Dairy Fortune
under Share Award Scheme Il increased to 59,962,000
shares (the “Award Shares II").

CHINA/MODERN DAIRY HOLDINGS LTD. INTERIM REPORT 2020
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MZAHR © Dairy Fortuneft AF ™5
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AlGEa M BB R

For the six months ended 30 June 2020
#HE2020%F6H30H LA A

21. SHARE-BASED PAYMENTS (Continued) 21. AR AR

(b) Share Award Scheme (Continued) (b) RPERFEI (D)
() Share Award Scheme Il (Continued) () KR@oEBRTENGE)

(II-i) Share Award II-i (I-i) HZEARAT II-i

On 29 March 2019, a total number of 19,962,000
Award Shares Il (“Share Award II-i”) 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 Il 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 C and Award Shares D during the
period ended 30 June 2019:

R201943A298 ' & #
19,962,0000% S2EN A% {711 ([ 228
BHI-DETFREELHEE - R
FrARERGH + 9,981,0000%
RN IFA201964A21 B E
& (TREIRMDC)) - % T
#EEIA%19119,981,0000% 72019
FAR2'BEE aFBRAER
—FREH(RZERMHD))

PAN
=

T RIFEEBERDC R EERAR D
DE E2019F6 5300 I-HIMHY

Outstanding Outstanding

as at Granted Vested as at

1 January during during 30 June

Category Rl 2019 the period the period 2019
720194 #2019

1A1H 6H30H

AR HIARH HRNEE RIARITEE

Award Shares C BEA 1 C - 9,981,000 (9,981,000) =
Award Shares D BENRD - 9,981,000 (9,981,000) =
- 19,962,000  (19,962,000) -

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.

RENAR 1D C R HEE IR 1D DA 5 o
BfFEREMNPEEETE
B AFED R A12,484,00058
T(HHERAR10,709,000
70) % 11,698,000/ 7T (M E %
AR#10,034,0007T) °
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

MRS MW RMEE

For the six months ended 30 June 2020
#HE2020%F6 H30H LN A A

21. SHARE-BASED PAYMENTS (Continued)
(b) Share Award Scheme (Continued)

(1) Share Award Scheme Il (Continued)
(Il-)) Share Award lI-i (Continued)

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

Grant date share price
R BRI E
Strike Price

1T1EE

Risk-free interest rate
£ P N
Remaining restrict period
FIERIR EA

Expected volatility

& H R b

Dividend yield

et Ein

Option value

FEREEE

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

21. UGB FHNER@E@
(b) BRDERFEI (D)
) mRoEBENG)

(I-1) ZEZEPAR (7 11-1(48)

REA T R&TEEZBROCK

SR DRI A TAE
Award Shares C Award Shares D
RENRR 13 C RENR DD
HK$1.30 HK$1.30
1.30% 7T 1.307% 7T
HK$1.30 HK$1.30
1.308 7T 1.308 7T
1.38% 1.44%
0.06 1.06
65.87% 43.20%
0.00% 0.00%
HK$0.05 HK$0.13
0.05% 7T 0.13% 7T

FEHVR R T e A AR R B

BESLRIBEE -




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AlGEa M BB R

For the six months ended 30 June 2020
B E202056 A30H LN A

21. SHARE-BASED PAYMENTS (Continued) 21. AR AR @)

(b) Share Award Scheme (Continued) (b) RPERFEI (D)
() Share Award Scheme Il (Continued) () KR@oEBRTENGE)

(II-i) Share Award ll-i (Continued) (I-i) ZEZEPAR (7 11-1(48)

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

The Group recognised a share award expense of
RMB20,743,000 in respect of the Share Award
ll-i during the period ended 30 June 2019. All of
the Award Shares C and Award Shares D were
vested to selected participants during the period
ended 30 June 2019, and the difference amount of
RMB2,795,000 between the RMB20,743,000 share
award reserve and RMB23,538,000 shares held
under the Share Award scheme Il for the shares
vested was recognised in retained earnings.

(II-ii) Share Award Il-ii

On 8 January 2020, a total number of 20,000,000
Award Shares Il (“Share Award II-ii”) were granted
to the selected participants. If certain performance
and service conditions are met, out of the total
shares granted, 10,000,000 Award Shares Il vested
on 21 April 2020 (the "Award Shares E”). The
remaining Award Shares Il of 10,000,000 were
vested on 21 April 2020 with one year lock-up
period beginning from the vesting date (the “Award
Shares F").

AR EBREATENEE
BERREEENSEET A
Bk SERBRNED AL
& B C S8R (5D
ATELRSD -

#H E£2019F6H30H |FHAFA -
BB (7 B2 B - FE R AR 1D
HEMZ A ARM20,743,000
JC ° 20196 A308 (-8
- FTB 8RR (0 C R R
MDHEEBRETLHE - KA
EEN R AR 20,743,0007T
B 3k P 55 B AR () 1R 4% AR 1) 2R
TEINEF A AR 23,538,000
TRHZENEESEARE
2,795,000TC MR B B FERR ©

(I1-17) fg 17 2ZEll-ii

B202061 888 » & #
20,000,0000% #2311 ([ A% 17
HEN-iDE TR ELEE - MW
AHETRBRRBGEMS - AIRAT
BIREREHH  10,000,0004% 42
BN 2020F4 A2 1 HER B
(TEREARMED) - AT REAR D
1110,000,0003% 720204 4 A 21
HiRE  EREBERHRE—F2E&
HA([H2BpARAAF)) -
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
HBRE M BB R E

For the six months ended 30 June 2020
HZE2020F6 4308 XA A

21. SHARE-BASED PAYMENTS (Continued) 21. LR XA ARE@
(b) Share Award Scheme (Continued) (b) BipiEBEH&I(&)
() Share Award Scheme Il (Continued) (I RORBENGE)
(Il-i)) Share Award Il-ii (Continued) (I1-ii) BR 17 22 pll-ii (4E)
The following table discloses movements of the TR BB R E R LR ARG
Award Shares E and Award Shares F during the FRMRE AR &8

reporting period:

Outstanding Outstanding

as at Granted Forfeited Vested as at

1 January during during during 30 June

Category il 2020  theperiod  the period  the period 2020

20205 120205

1A1A 6A30A

MATE  HRRE Mrgk  HARE 4 RATE
Award Shares E RERIE 10,000,000 (40,599)  (9,959,401)
Award Shares F RERF 10,000,000 (40,599)  (9,959,401)

20,000,000 (81,198) (19,918,802)

The fair values of Award Shares E and Award Shares SEENAR 19 E R B2 AR 7 FRA %2 i
F determined at the date of grant using Asian AEAE A M EENEE
Option Model were HK$10,993,000 (equivalent to # A B R 410,993,000%
RMB9,821,000) and HK$10,089,000 (equivalent to JC (R E A AR #9,821,0007T)
RMB9,013,000), respectively. 110,089,000/ L (FHE R AR

#9,013,0007T) ©




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
R E M E R

For the six months ended 30 June 2020
#HE2020%F6H30H LA A

21. SHARE-BASED PAYMENTS (Continued) 21. IR AR
(b) Share Award Scheme (Continued) (b) RPERFEI (D)
() Share Award Scheme Il (Continued) (I KREEETEINGE
(i) Share Award Il-ii (Continued) (II-ii) & 17 2 Bpll-ii (48)

The following assumptions were used to calculate HANTREFTERZBROER
the fair values of the Award Shares E and Award RENRNDF A FE
Shares F:

Award Shares E Award Shares F

RERME RERAF

Grant date share price HK$1.14 HK$1.14
R AR RE 1.1478 7T 1.1478 7T
Strike Price HK$1.14 HK$1.14
1T1EE 1.14%7T 1.147%7T
Risk-free interest rate 2.03% 1.77%
f2 L f F) 2
Remaining restrict period 0.28 1.28
FIRRBR 2R
Expected volatility 30.26% 46.51%
T8 B 18
Dividend yield 0.00% 0.00%
% 8 4 2%
Option value HK$0.04 HK$0.13
BEEE 0.04% 7T 0.13% 7T
Expected volatility was determined by using the TEEDR IR D E AR R RIRER
historical volatility of the Company’s share price. [ESLRIBEE ©
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
HBRE M BB R E

For the six months ended 30 June 2020
#HE202056 A30H IE/XEA

21. SHARE-BASED PAYMENTS (Continued) 21. AR WS @)

(b) Share Award Scheme (Continued) (b) BRDERFEI (D)
() Share Award Scheme Il (Continued) an KREoEBTENGE)

(1-ii) Share Award Il-ii (Continued) (i) A% 17 2E@hil-ii (4&)

80

|
)
| \ %

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

The Group recognised a share award expense of
RMB18,759,000 in respect of the Share Award II-
i during the current period. A total number of
19,918,802 shares of Award Shares E and Award
Shares F was vested to selected participants during
the current period, and the difference amount of
RMB1,602,000 between the RMB 18,759,000 share
award reserve and RMB20,361,000 shares held
under the Share Award scheme Il for the shares
vested was recognised in retained earnings.

(Il-iii) Share Award Il-iii

On 27 March 2020, a total number of 20,000,000
Award Shares Il (“Share Award [l-ii") were granted
to the selected participants. If certain performance
and service conditions are met, out of the total
shares granted, 10,000,000 Award Shares Il will be
vested on 21 April 2021 (the “Award Shares G").
The remaining Award Shares Il of 10,000,000 will
be vested on 21 April 2021 with one year lock-up
period beginning from the vesting date (the “Award
Shares H").

CHINA/MODERN DAIRY HOLDINGS LTD. INTERIM REPORT 2020

/

AR EBREATENEE
BERRREENSEET A
Bk SERBRNED AL
B H BRI ER R (5
ATELRED -

AR - NREBERBRDER
-t iR A B AR
18,759,0007T ° FAANEAf] - &3
19,918,802 42BN A% 17 E K2 42 E)
BROFEBRIETELESE - B’H
REE)F i ARY18,759,0007T
BT ATER B IR IR IR AR 1D 52 B
EFENEFAEMARY20,361,000
TROZENEZBESEARE
1,602,0007C AR B B FIFERR ©

(11-1ii) A& 17 2Z BplI-iii

M202063 8278 A #
20,000,0000% 22 A& 11 ([ A% 17
HEN-iIiDFETIEE2HEE -
HEBTRERREES - AR
FrE &L A S+ 10,000,0008%
BRI 2021F4 8218
B ([HEEIRNG]) - BT RE
A% 31110,000,0008% 4572202 14F
AR2'BHE  BERERHRE—
FREH(EERGH]) -




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

21. SHARE-BASED PAYMENTS (Continued)
(b) Share Award Scheme (Continued)
(I) Share Award Scheme Il (Continued)
(II-iii) Share Award Il-iii (Continued)
The following table discloses movements of the

Award Shares G and Award Shares H during the
reporting period:

BR in & B 35 38 R B 6

For the six months ended 30 June 2020

HZE20206A30H LE/5E A

21. UGB ER@E@

(b) B EREHEHEI(2)

Outstanding

Category Al
Award Shares G RERMG
Award Shares H HRERHH

The fair values of Award Shares G and Award
Shares H determined at the date of grant using
Asian Option Model were HK$6,010,000 (equivalent
to RMB5,459,000) and HK$5,813,000 (equivalent
to RMB5,281,000), respectively.

as at

1 January
2020
R20205F
1818

fe ARATE

i

an KPEBFENGE)

(I1-iii)

Granted
during
the period

FARH

10,000,000
10,000,000

20,000,000

2020 IS RARRKEERER

g

PR 17 ZE B II-iii (4E)

TR E LR G MR
HR RS R EE

Outstanding

Forfeited as at
during 30 June
the period 2020
20205

6A30H

FRRY fe AR AT
(280,000) 9,720,000
(280,000) 9,720,000

(560,000) 19,440,000

RENIR1D G R BB AR ) R 5 i
A RGN EEEXET
# A F{ED B £6,010,0007 7T
(HHER AR¥5,459,0007T) &
5,813,000 T (HHE R AR
5,281,0007T) °




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
HBRE M BB R E

For the six months ended 30 June 2020
#HE2020%F6 H30H LN A A

21. SHARE-BASED PAYMENTS (Continued) 21. RGBSR @
(b) Share Award Scheme (Continued) (b) BRipEE@stE (&)
() Share Award Scheme Il (Continued) an KREoEBTENGE)
(Il-iii) Share Award ll-iii (Continued) (Il-iii) A% 17 22 Bpll-iii (4E)

The following assumptions were used to calculate FRUTRE2AEEBRMDG
the fair values of the Award Shares G and Award KB D HA A F1E -
Shares H:

Award Shares G Award Shares H

RERHDG 2B H

Grant date share price HK$0.68 HK$0.68
R AR RE 0.687% 7T 0.687% 7T
Strike Price HK$0.68 HK$0.68
1T1EE 0.68/# 7T 0.68/# 7T
Risk-free interest rate 0.62% 0.63%
f2 L f F) 2
Remaining restrict period 1.07 2.07
TR R EA
Expected volatility 49.34% 44.66%
T8 B 18
Dividend yield 0.00% 0.00%
fig Sz
Option value HK$0.08 HK$0.10
BEEE 0.08/# 7T 0.10/ 7T
Expected volatility was determined by using the TEHR IR T E A AR RIAR(E &Y
historical volatility of the Company’s share price. [ELIRIREE ©
The variables and assumptions used in computing RARFTEBREQATENES
the fair values of the share options are based on the EBREBEREEZNREMETAR
best estimates of the Directors. Changes in variables BEdE - FERBBME A8
and assumptions may result in changes in the fair m&rﬁlﬁﬁbﬂﬁ{ﬁG&ﬁﬁbﬂﬁfﬁH
value of the Award Shares G and Award Shares H. NEERRES -
The Group recognised a share award expense of RAERRE - N E B AR (D 2R
RMB2,659,000 in respect of the Share Award Iliii I-iiifE R AR 1 B R B 2 B AR
during the current period. 2,659,0007T °
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

21. SHARE-BASED PAYMENTS (Continued)

(b) Share Award Scheme (Continued)

The Group retained a total number of 5,510,525 vesting
shares (for the six months ended 30 June 2019: 10,592,774)
as a consideration of approximately HK$4,519,000 (equivalent
to RMB4,129,000) (for the six months ended 30 June
2019: HK$12,499,000 (equivalent to RMB10,722,000)) for
paying the individual income tax on behalf of those selected
participants under Share Award Scheme I and II.

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

22. DISPOSAL OF SUBSIDIARIES

On 31 December 2019, Modern Farming entered into two share
transfer agreements (the “Transfer Agreements”) with Jiangyin
Dairy Energy, pursuant to which Modern Farming agreed to sell,
and Jiangyin Dairy Energy agreed to acquire, the entire equity
interests in Wuhe Energy and Hefei Energy (Wuhe Energy and
Hefei Energy are collectively referred to as the “Two Energy
Companies”), then wholly-owned subsidiaries of Modern Farming,
at an aggregate cash consideration of RMB148,124,000. The above
transaction constituted a discloseable transaction of the Company
under the Listing Rules and has been published in the Company’s
announcement dated 31 December 2019. The disposal was
completed in January 2020.

MRS M RRINEE

For the six months ended 30 June 2020
B E202056 A30H LN A

21. AR AR @)
(b) RPERFEI (D)

AEBERBRGOZBAZRIKZER
FT2EEINBEAMSHE  RBE
$#£5,510,525R BBk 19 (B £201956
A30B 1A 10,592, 774)1E A
KE#4,519,0008 0 (HHER AR
4,129,0007T) (Bf=201946 A308 1k /<
A : 12,499,000 C (HHERARE
10,722,0007T)) ©

A E AT - Dairy Fortunefis AN A &) &
BRARIAREEFEERER - WIIRR
B4R & T iRk [ IR IR AR 0 B2 B =t 875
BRRMDIET -

22. HEKWB AT

M2019F 124310 » BRKE(ER) IR
WEEET MM R E R (EEinE) @ &
It BRBEGEE)RZLE - MIRKRER
BRBRAHEGB)RATWERLEIEER
(AR RAIEERSARBIMEERAR]
HARRBREGEBEERNNBARNEIHBR
- REeEREEHAAR148,124,0007T ° 1R
BEMMRA - PR SERARARN—EAT
WERXS » WER2019F12A31HHAQFTA
HERTE - BEBBEEMN2020F1 AEK ©
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

MRS MW RMEE

For the six months ended 30 June 2020
HZ=E2020F6H308 1LXEA

22. DISPOSAL OF SUBSIDIARIES (Continued)

22. HEMB AT ®

According to the Transfer Agreements, Modern Farming has taken
the following obligations after the completion of the disposal: (i)
20 years following the date of completion of the disposal, Modern
Farming or its subsidiaries will continuously supply manure feed to
the Two Energy Companies free of charge and an annual minimum
of total solid (“TS") content will be maintained in the manure feed
(“Commitment 1"); (i) Modern Farming will ensure the Two Energy
Companies have a valid land use right which will be used for the
operation of the Two Energy Companies in compliance with the
relevant law until 31 December 2039 (“Commitment II"); (iii) If any
of the following (a) and (b) occurs, (a) within 18 years following
the date of completion of the disposal, the TS content of the feed
falls below 80% of the annual minimum pursuant to Commitment
| above; (b) Modern Farming fails to ensure the Commitment II,
Jiangyin Dairy Energy has the right to require Modern Farming to
buy back all the equity interest in the Two Energy Companies (the
“Option”). The price will be 130% of the sum of the consideration
under the Transfer Agreements and any subsequent capital
investment in respect of the Two Energy Companies (in a maximum
of RMB43,600,000 in respect of Wuhe Energy and RMB27,210,000
in respect of Hefei Energy).

The management considered the liabilities of Modern Farming
arising from its obligations in respect of Commitment | and
Commitment Il are insignificant. As to the Option, the Group
engaged an independent valuer, Asia-Pacific Consulting and
Appraisal Limited, to assist it in assessing the fair value, which is
determined using the Binomial-Tree Model. Based on the valuation
performed, the management considered the amount is not material
and accordingly has not been recognised in the financial statements.

BEEZGZ  EAREEERREEFER
RIEEEETIIER - (REHEFHETKZH
206 BRAKEEB)XEWBERFK
SEREAMBERARIREENFE B
ERSEREFLARBREEER(TSDE
S([EFED ()R E(ER) S BRMERE
/E%Aﬁﬁizowﬁnﬂmaﬁﬁ*ﬁﬁ%’%
b AR AR A PR B TE’J@ 2 ([ FE
N s (K34 T &(bf_jcﬂl () E
SRS &zatmim&ﬂ%ﬁngﬁﬁtz
AHENEEREESENS0% : (b)IRRKE(E
E)xK4 d@m%mn PRELIER RS
EEEBERRERRARZIERE(THE
ﬁéJ) EBRAERBRET ZRE &ﬁf‘%ﬁlﬂﬁaﬁ
ANEMERBERIEAZE S (FTEIRAA
Eﬁ%43,6oo,ooom%ﬁﬁ&ém€ Z/E%LM\E?%%
27,210,0007C AR ) B2 130% ©

ERERABRNBE(KE) AR EE REHE
IEENRSEMEENEERTEN - BRHE
- $‘EEIH$*$§’%_ME@EMEK&1$W.@ﬁﬁﬁé
RABWMEEAFE - AP EER - XEE
BT - REMETHEE  EHERAEEH
SR TEK - FI IR HRE NRER

31 January 2020

2020%1H31H
RMB’'000
ARKEFTT

Analysis of assets and liabilities over which REEHENEERABEDN

control was lost:

Property, plant and equipment M - BB k& 69,798
Inventories PEHSS 93
Trade and other receivables and advanced payments  JEUCE 5 R 51 K EL 4th FE UL SR IE LA I FE A 31 6,017
Cash and bank balances Re RIRITAER 6,734
Trade and other payables JERTE S ERF K H A FE S FRIE (6,699)
Tax payable JERRTIE (99)
Net assets disposed of HEMNEEFE 75,844

CHINA/MODERN DAIRY HOLDINGS LTD. INTERIM REPORT 2020




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
R E M E R

For the six months ended 30 June 2020
B ZE2020F6 A30H LEXE A

22. DISPOSAL OF SUBSIDIARIES (Continued) 22. HEKNE

Gain on disposal of subsidiaries:
Consideration received

Receivables from Jiangyin Dairy Energy
Net assets disposed of

Gain on disposal

Net cash inflow arising on disposal:
Cash consideration
Less: bank balances and cash disposed of

23. CAPITAL COMMITMENTS

Capital expenditure contracted but not
provided for, in respect of acquisition of
property, plant and equipment

HEHE AR MKE
EWHK(E

KB TRHR BRI R MR IA
HENEEFRE

& e

HESHEENWRERAFRRE
ReRE
B BHERRITESRERE

23. EARKIE

RUBEBEYR - BB RRBERTA
BEARFTHRBEBNEARFRX

NCIlC))

30 June
2020
20204
6H30H
RMB’000
AR®T T

(unaudited)
(REEER)

RMB’000
ARBT R

92,450
55,674
(75,844)

72,280

92,450
(EL))

85,716

31 December
2019
20194
12A318
RMB'000
ARETT
(audited)
(K2 rz)

21,474




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
HBRE M BB R E

For the six months ended 30 June 2020
HZE2020F6 4308 XA A

24. RELATED PARTY TRANSACTIONS 24. A RS

(a) Names and relationship with related parties are as follows: (a) VAT &REE S 25 & B REE 5 MBI (R

Mengniu A shareholder who directly and indirectly held 58.15% of the Company'’s issued
share capital

54 BEELEEFERATIEEITIRAS8.15%H) R
Jiangyin Dairy Energy An associate of the Group
LR HaE REE 2B QT

(b) Other than as disclosed elsewhere in the financial statements, (b) BUMEBRREMIBAABEEIN - RRE
At the end of the reporting period, the Group had the BAR - AEEEAR A T HI4EsR

following balances with related parties:

Amounts due from R R IE
30 June 31 December
2020 2019
20204 20194
6H30H 12A31H
RMB’000 RMB’'000
AR® T AREET T
(unaudited) (audited)
(REEER) (EEZ)
Mengniu Group B45H
Trade receivables — raw milk JEWE S ERE - REHD
Within 30 days based on invoice date REZEHF30RUAA 397,860 446,239
Other receivables o U RIR - 243
Amounts due to FEfRIE
30 June 31 December
2020 2019
20204 20194
6A30H 12H31H
RMB'000 RMB’000
AR¥T T AREET T
(unaudited) (audited)
(REER) (&%)
Jiangyin Dairy Energy STRE4RE

Trade payables FERTE SRR 1,876 =




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

24. RELATED PARTY TRANSACTIONS (Continued)

(c) Other than as disclosed elsewhere in the financial statements,
during the current period, the Group entered into the
following transactions with related parties:

Mengniu Group B4EE

Sales of raw milk 45 FRAEH)

Others HAh,

Purchases of liquid milk (Note) EERARE D (BT )
Jiangyin Dairy Energy SRS RE

Purchases of power and utilities IR R AR e

The sales prices were based on mutually agreed terms.

Note: During the current period, The Group purchased liquid milk of
RMB10,000,000 from Mengniu Group for donation purpose.

MRS M HRMEE

For the six months ended 30 June 2020
B ZE2020F6 A30H LEXE A

24. BB AR 5 ()

() MUBBRREMBLOFTREE - KAH
Bl ASEERBEB TR ATRS

Six months ended 30 June
HZ6H30HLA<MEA

2020 2019
2020F 20194
RMB’000 RMB’000
AR®T T ARETT
(unaudited) (unaudited)
(REEEXK) (REER)

2,295,850 2,195,806
= 1,768

Six months ended 30 June
HZ6H30HLAMEA

2020 2019
20205 20194
RMB’000 RMB’000
AR®T T ARETT
(unaudited) (unaudited)
(REBEXK) (REER)

5,866 -

HEBEREENKRIBE KRR o

sk - RAHARD - AEEARFEBIRBRED
AR #10,000,0007T A AR5 -




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
HBRE M BB R E

For the six months ended 30 June 2020
HZE2020F6 4308 XA A

24. RELATED PARTY TRANSACTIONS (Continued)

(d) Other borrowings

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

24. BB AR Z @)

(d) HffE

RAHEARE - NEBE BB T LA TR
5

As at Raised Repayment As at
1 January during during 30 June
Category bl 2020 the period the period 2020
120205 120205
181H BASE HAEE 6H30H
RMB’000 RMB'000 RMB’000 RMB’000
AR¥TE ARETR AR¥TR AR¥T T
Mengniu Entrusted Loan (Note i)  SAZFTE (5% 1,001,330 6,818 (1,008,148) =
As at Raised Repayment As at
1 January during during 30 June
Category Al 2019 the period the period 2019
#R2019%F 420194
1R1H HRNEE HNER 6A30R
RMB'000 RMB’'000 RMB’000 RMB'000
ARBTT AR®TR ARETT ARBTR
Mengniu Entrusted Loan (Note i)~ SRAZFAEF (M) 1,001,111 1,159,151 (1,159,134) 1,001,128
Mengniu Advance (Note ii) ESE T A(GEAD) - 152,871 (1,277) 151,594
1,001,111 1,312,022 (1,160,411) 1,152,722
Notes: BT

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 to the Group through ABC. The
borrowing facilities of RMB1,000, 000,000 will mature in March
2023 and RMB300,000,000 will mature in December 2021. The
outstanding borrowings have been repaid during the current
period. The Group recognised interest expense of RMB6,818,000
for the six months ended 30 June 2020 (for the six months
ended 30 June 2019: RMB24,151,000).

During the six months ended 30 June 2019, 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 “Mengniu Advance”), which bear interest at a fixed rate of
4.800% per annum and had been settled during the year 2019.
The Group recognised interest expense of RMB2,871,000 for the
six months ended 30 June 2019.

R2017F58 AEEBESFEERFTRH
BERT(PHEREETDIIMOET
EXG# Bt  S4SEREEBT
EEFXRITAAEEREBRRE - &%
LHEZRFE ARK1,000,000,0007T R
20233 A EIHIA R A R#300,000,000
TLAER2021F 12 A RIH - REERBK
EAAHREEE - # 22020664308
EAREA  AEBERMEAIARKE
6,818,0007T (B Z=2019F6 A308 L/~ &
A« AR®24,151,0007T) °

i.  REZE2019468308 EAA - AEE
HBRFEETE FTREMARERR &
It ZFEERERNASEBREGFARE
150,000,0007T + JEA FIBERRAEAR
SEMNFFEEHF(RFBAFKED @ 1%
4.800% M EE FF K EBEER20194F
4EE o HE20196F6H30H 1EEA - A
EEERNSFAZ ARE?2,871,0007T °




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
R E M E R

For the six months ended 30 June 2020
B ZE2020F6 A30H LEXE A

24. RELATED PARTY TRANSACTIONS (Continued) 24. BB ARZ #®)
(e) Compensation of key management personnel (e) TEEBAESNHMH
The emoluments of key management during the reporting NTRFEBEEASRMEHRENNE -

period were as follows:

Six months ended 30 June

BEAA=THLEAER

2020 2019
20205 2019%
RMB’000 RMB’000
AR¥ TR ARBTFT
(unaudited) (unaudited)
(RIEER) (REER)
Salaries and other benefits e kEMER 5,882 5,070
Recognition of equity-settled share award TR IZARAE 45 H MAZ 15 42 E) =1 2]
payments ANE 11,413 11,613
Retirement benefits scheme contributions E/R4EF 5+ 5k 402 358
17,697 17,041
25. FAIR VALUE MEASUREMENTS 25. AF{EFE
Fair value of the Group’s biological assets, financial REEMEEUATESI A TFEREE
assets and financial liabilities that are measured at RAGTENETEELEYEE  SREE
fair value or fair value less cost to sell on a recurring ke ENATE
basis
The Group's biological assets are measured at fair value less costs to REEMEMEERATFERBRBEKNEATE -
sell, and some financial assets and financial liabilities are measured HremEEReRmBERNSERBERER
at fair value at the end of each reporting period. The following table FEEE TRE|BERBEATEIENE®
gives information about how the fair values of these assets and ABENIBEREENMETZEEERAGE
liabilities are determined (in particular, the valuation technique(s) WATFEGERRMAEANGER EREAH
and inputs used), as well as the level of the fair value hierarchy B REIDAFEAENRAFELRKFE(FE
into which the fair value measurements are categorized (levels 1 —EZRMEH o

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




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
HBRE M BB R E

For the six months ended 30 June 2020
HZE2020F6 4308 XA A

25. FAIR VALUE MEASUREMENTS (Continued) 25. AF{EFE®
Fair value hierarchy AFEERG
Assets/(liabilities) BE/(8f&) Fair value as at Fair value as at  Fair value
S e e 31 December 2019 hierarchy
120204 20194
6H30H 12A31H
KA E HATE AFERD
RMB’000 RMB’000
AR% T ARKETTT
(unaudited) (audited)
(REEEXK) (BEZ)
Biological assets EYEE 7,356,686 7,459,359  level 3
B
Derivative financial instruments TESRMIT A
= Interest rate swaps — IR 5 HA 4,325  level 2
BB
— Foreign currency forward contracts ~ — JMNERHIA 4 8,198 53,505 level 2
B
- Foreign currency option contracts ~ — SMNESERRES 49 51,229 31,713 level 2
BR
— Interest rate swaps - &= 5 (75,372) (15,134) level 2
FEZR
~ Foreign currency forward contracts  — SMNEIRHAA 4 (140) level 2
E_R
Structured bank deposits ERBIERITIER = level 2
B
Equity instruments at FVTOC| RAFEFAEMEE
WA S TH
- Unquoted equity investments - RMEERKE 3,959 level 3

E=&




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
R E M E R

For the six months ended 30 June 2020
#HE2020%F6H30H LA A

25. FAIR VALUE MEASUREMENTS (continued) 25. AFEFE®
Valuation techniques used in fair value AT EFEERANKERLE
measurements
The following table shows the valuation techniques used in TRINTHEE-RARE=BAFERFAAD
measuring Level 2 and 3 fair values, as well as the significant HEFZE - AREE2020F6 A308 HERR
unobservable inputs used in the valuation models as at 30 June Fr AR E KT P B 5% A UK -
2020:

Inter-relationship between
significant unobservable inputs

Type Valuation technique Significant unobservable inputs and fair value measurements
EXTABRGAMBEATETE

bt RES % EATUERGAEE ZBHRERE

Foreign currency forwards ~ Discounted cash flow N/A N/A

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.
INEE R ER BRRERE TEA A

ARReRENREERAEE(RERS
BRNTBREHER) RANRBEX
fhat - BRESZHF FOEERR

FIZRBEE -
Foreign currency options  Garman-Kohlhagen model N/A N/A
N B Garman-Kohlhagen g ! TEA TiEmA
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.

% 4= BRBENE TER TEA
ARReRBNREEZANECRERS
BRMATBENE) RE DT R
RRBSEHFHOEERRNMEE
| o

2020 FEIEE FERRAEERERAT 91




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
HBRE M BB R E

For the six months ended 30 June 2020
#HE2020%F6 H30H LN A A

25. FAIR VALUE MEASUREMENTS (Continued)

Valuation techniques used in fair value
measurements (Continued)

25. A EFTE®

DNV EFEERANGEL E@

Inter-relationship between
significant unobservable inputs

Type Valuation technique Significant unobservable inputs and fair value measurements
EAXTABRRABBEATENE
fotil BT EXTUBZRARE ZEHEERR
Structured bank deposits  Discounted cash flows N/A N/A
Future cash flows are estimated based on
forward exchange rates, discounted at a
rate that reflects the credit risk of various
counterparties.
EBERTER HERReRE A TER
%%ﬁﬁmiﬁﬁﬁ%%ﬁ%ﬁﬂ'ﬁ
RBZEHFHNEERRNMERR
| o
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.
AREERRE mink ATEDZRUTELB EHARNEBEE RBHUETRHEREMAIEHARERS

Heifers and calves

I R

CHINA MODERN DAIRY HOLDINGS LTD

g/m i

IIM\’ '

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

1MEAENEERFET
EEEE -

BEZITIS

HfESt RERBET AR

Average local market selling prices of the
heifers of 14 months old were estimated
at RMB21,100 per head at 30 June 2020
(31 December 2019: RMB21,100).

R2020%6 8308 « 14 A6/ 4
Eﬂi’r‘iﬂmiﬁ’i{ﬂauﬂ%vm%
#21,1007C(2019F 124318 © AR
21,1007T) ©

INTERIM REPORT 2020

REDHEENLIRD -

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.

PR e & mi5E BE S EH
B4 RANF DT E 2B/ L)1
me RZ IR o




25. FAIR VALUE MEASUREMENTS (Continued)

Valuation techniques used in fair value
measurements (Continued)

Type

Valuation technique

fEER %

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

MRS M RRINEE

For the six months ended 30 June 2020

#HE2020%F6H30H LA A

25. AV EFTE®

DNV EFEERANGEL E@

Significant unobservable inputs

EATUERGARE

Inter-relationship between
significant unobservable inputs
and fair value measurements
EATABRRABBEATENE
ZEHEERR

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.
BN 1418 A 805 AR BB/ A Ry
AORNTEDEREBFEHARER
ERERROAEEE 21408 A FEN
R RBRAE - BB H—RAERNE
MET Bkt - EAR 14 A BOER
AR BB N FETDE I
CHUERBEEASERERERR
MRE AN AT AENE - MEFE
—RAENBTMET -

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 RMB16,144 at 30 June 2020 (31
December 2019: RMB16,203); average
estimated feeding costs per head plus
margin that would normally be required
by a raiser for heifers older than 14
months old are RMB16,353 at 30 June
2020 (31 December 2019: RMB16,417).

72020568308 » B/ i 418 A KN
BERNEME  BEEGEFTHE
ERAMBER-—RAEFEAAR
#16,14470(2019F 128318 : AR
16,20370) : M2020%6A308 © BAR
AEARNGEME - SBFFIE
FERAMEEE—RAEFEAAR
#16,35370(2019F 124310 : AR
16,4177T) ©

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.

R BRAANEEE —RAA
FBEMBERAR /D140 A
MR ATIET ROE I
0D - B2V

2020 HAHRE HERRUEERARAA
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

MRS MW RMEE

For the six months ended 30 June 2020
#HE2020%F6 H30H LN A A

25. FAIR VALUE MEASUREMENTS (Continued)

Valuation techniques used in fair value
measurements (Continued)

25. AV EFTE®

DNV EFEERANMGEL E@

Significant unobservable inputs

EATUERGARE

Inter-relationship between
significant unobservable inputs
and fair value measurements
EAXTABRRABBEATENE
ZEHEERR

Type Valuation technique

ot HELE

Milkable cows The fair values of milkable cows are
determined by using the multi-period
excess earnings method, which is based
on the discounted future cash flows to be
generated by such milkable cows.

LS MEATEEBRERZHRENEEE

REBBBHFELNBRARRER

BEE -

CHINA/MODERN DAIRY HOLDINGS LTD. INTERIM REPORT 2020

mw

The estimated feed costs per kg of raw
milk used in the valuation process are
RMB1.75 for the six months ended 30
June 2020 (for the year ended 2019:
RMB1.77), based on the historical average
feed costs per kg of raw milk after taking
into consideration of inflation.
HZE202096A30R1LAMEA - HEBR
REFRNG DT RHEERRA
RARB1LIST(BE20195 : ARK
1777)  HERERTRHANESL T
BRBRAT A LBERRETE -

A milkable cow could have as many as
six lactation cycles. Estimated average
daily milk yield at each lactation cycle
is ranged from 27.9kg to 30.1 kg for
the six months ended 30 June 2020 (for
the year ended 2019: 27.9kg to 30.1
kg), depending on the number of the
lactation cycles and the individual physical
condition.

M4 REHILE - BZ2020F6 730
BIEAMEA  SWIBENMGHTHER
ERENTF279RTE30IAF(BE
2019% : 27.9RF E30.1R/T) - REH
HIE A DA R85 S BMHRTE -

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

FANERT RAMEG FHRRAEN
TEHNG N T EFENR LT
% RZTA o

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.

FANGHERTERENSENTE
BMFRFEFENB LIRS
IR




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
R E M E R

For the six months ended 30 June 2020
#HE2020%F6H30H LA A

25. FAIR VALUE MEASUREMENTS (Continued) 25. AV{ERTE#)
Valuation techniques used in fair value AV EFEEANGELT A

measurements (Continued)

Inter-relationship between
significant unobservable inputs

Type Valuation technique Significant unobservable inputs and fair value measurements
EATABRRABBEATENE
bl BT EXTUBZRARE ZEHEERR

Estimated local future market price for An increase in the estimated average
raw milk is RMB3.87 per kg at 30 June selling price of raw milk used would
2020 (31 December 2019: RMB4.04 per result in a much higher percentage
kg). increase in the fair value measurement of
the milkable cows, and vice versa.
1202066 4308 « fEtEMARREN AR REDE FHEBEMAEH
MmEABLTARE38TT(2019F MERTEFENHEALIEM Rz
12A318 : BAF AR¥A4.047T) » TR o

Discount rate for estimated future cash An increase in the estimated discount

flow used is 12.3% at 30 June 2020 (31 rate used would result in a slightly smaller

December 2019: 12.30%). percentage decrease in the fair value
measurement of the milkable cows, and
vice versa.

2020664308 - FRAMEAKRRE AN ERERENTEBNGE QT

REMBREAH123%02019F12A31 B EMENLHITE  RZHHA o

H:1230%) °

2020 s RERREKERBRA 95

! '
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
HBRE M BB R E

For the six months ended 30 June 2020
#HE2020%F6 H30H LN A A

25. FAIR VALUE MEASUREMENTS (Continued) 25. AV EFE®
Reconciliation of Level 3 fair value measurements of EYEEF=R LA FEFEHERATE
biological assets and equity instruments at FVTOCI FAHMEEBANERRENSER
Equity Heifers,
instruments calves and
at FVTOCI milkable cows
BRAFETA
HitZ2EKRA NS
WiERTA NERTF
RMB’'000 RMB’'000
AREFT ARETFT
Balance at 1 January 2020 (audited) 7202051 A1 B 45 84 ((E %) 3,959 7,459,359
Total gains in OCI REM 2 EIRA R KGR 3,935 =
Feeding cost FAE A S 652,708
Decrease due to disposal & S| B - (306,632)
Loss arising from changes in fair value less IF AT EZSREEXNREE
costs to sell of dairy cows KB - (448,749)
At 30 June 2020 (unaudited) 72020456 A30H (REEX) 7,894 7,356,686
Fair value of financial assets and financial liabilities WHELKEREUQAFETENESME
that are not measured at fair value on a recurring ERemE8EN 2 TE
basis
The Directors consider that the carrying amounts of financial assets EEZRAERGE M ERE NIRE K AT =
and financial liabilities measured at amortised cost in the condensed HNemEERERAENEREAERLIATEMR
consolidated financial statements approximate their fair values. E - BRAATEDRBELREINTEERENAIL
Such fair values have been determined in accordance with general ERBRBESRESTEE °

accepted pricing model based on discounted cash flow analysis.

LTD.

I ¥
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MODERN FARMING

AR
China Modern Dairy Holdings Ltd.
PEBABCEERERAT

(Incorporated in the Cayman Islands with limited liability)
(ABASREIAMALZERAR)

Stock Code B35 : 1117
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www.moderndairyir.com
www.Xiandaimuye.com
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