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About this Report

AR ERPERRBREERBBRAGAATIFHMNERE  HERERUATHBIESG)E  EHRELE
ERHmERAAN  ERERMGAREETENTHNRE - MR BB ERNEENHEMER -

This report is the Environmental, Social and Governance ("ESG") Report issued by China Modern Dairy
Holdings Limited (the “Company”) to focus on the disclosure of the Group’s actions and performance in the
aspects of environmental and social risk management during the reporting period to satisfy the expectations
and requirements of the stakeholders to the Group.

RAFEE  BRORE  SKFOHSREARRERKRAFELER  EZEREAFNA/RREEEERE
EREMTE - At ARAREMBRERBRREANRE - TEINMINEYETEELEEERAEEN
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The Company believes that good environmental, high-level of social and governance performance are of
paramount importance to our future sustainable growth, realizing long-term goals and creating value to our
shareholders. Thus, the Company has all along been attentive and persistent in carrying out corporate and
social responsibilities and has been fostering a sustainable development of the Group while steadily improving
its financial performance.

WEMA - ARFETHEBRE HeRERREREREMEANGCETRE  WREEATARETELE -
During the reporting period, the Company has complied with the relevant disclosure requirements as set out
in the ESG reporting guide and no material non-compliance is identified.

e REHE
Reporting Scope

HESHE: AREAPERRKBEERERAFILEFARIREE  REEZUHRBABTRELRRAZ
48E - RPEER TEBSEBRBUSKE -

Scope of the Report: This Report is primarily about China Modern Dairy Holdings Limited and its
subsidiaries, which covers, with view to its materially, the cow breeding, production of raw milk and the
operation of self-owned farms.

WENEREE - 2019F1 818 - 20191274318 -
Reporting period: 1 January 2019 — 31 December 2019.
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Preparation Basis

BERUBBEEBBMARXZIMERE - £ @ REAREEL) - AR Z2HREEZABCRICTFHER
RBERE) RERMMIITEMITIE S ERNWERERS -

The Report is prepared in accordance with the Environmental, Social and Governance Reporting Guide
of The Stock Exchange of Hong Kong, and with reference to the Sustainability Development Reporting
Guidelines of Global Reporting Initiative (GRI) and the disclosure indicators required by the additional
guidance of the food processing industry.
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Information in this Report

555 o BT ORI R A B AR B X BRI AR MBBEA AR EROT 8 AFRA
S

All data set out in this Report are adopted from the internal documents and relavant statistics of the
Company. In case of any data that are inconsistent with our annual report, the latter shall prevail.
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Abbreviations

RENRANTENE  [PRRBABREERERQGREFRFERREPUBELBE] - [2F] -
[RRA/ REBIHFHFURTR o IR - MEPEEELTIANARE] -

For the convenience of presentation and reading, the words of “Modern Dairy”, “company”, “the
Company/Group” or "we” refer to “China Modern Dairy Holdings Limited and its subsidiaries”
throughout this Report. Unless otherwise specified, the currency unit “yuan” in this Report refers to
“RMB".

mR R E

Confirmation and approval

TRELEIEEBRAE - N2020F6 26 EEZ GBI ©
This Report, after confirmation by the management, has been approved by the Board of Directors on 26
June 2020.
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Access to this Report

BT AT A B S P s IR s BRI EN T - X PDFARZA o
You can access this Report in Chinese and English in PDF on the website of Hong Kong Exchanges and
Clearing Limited and the home page of Modern Dairy.

BRI EE 49, Official website of HKEXnews:
https://www.hkexnews.hk/

WRIE T A, Official website of Modern Dairy:
http://www.xiandaimuye.com/
http://www.moderndairyir.com/

ABEAPRXRNEXFHIR - EHMEXRNIEREEEERR AP XERE -
This Report is published in both Chinese and English. In case of any discrepancies among the different
versions, the Chinese version shall prevail.

RATHERNEEAFTHNER  WEHNEERBATEA T NERMEE - EOER BB BME—
FRERNREARRBAREEEBNIIRE - @ REERHE -

We highly value the opinions from the stakeholders, and welcome readers to contact us through the
following contact methods. Your opinions will assist us to further improve this Report and enhance the
overall environmental, social and governance performance of the Group.

ok D BB IREEE T ITE2625E R K EEAE
e : +852 2851 0525
(E8=1 : +852 2851 7980

FEIHUE ¢ info@moderndairyir.com

Address :Room A, 32/F., COFCO Tower, 262 Gloucester Road, Causeway Bay, Hong Kong
Telephone : +852 2851 0525

Facsimile  :+852 28517980

Email : info@moderndairyir.com
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CEO’s Statement

20194 - MBI EENTRBE > RZfILRE S  HAMS  ETARESR  XEZEHALT © BEZMH
B 2019F 0 PMERRABMETHEHIBNHBLF  ORARRBEEERN LHBAIFMOBEZF -
BT ERE - PHFRE  FONI-—RLI2EXEEN - SIRNTRE(CBRETE - KBRS @
BRNEERMEGINIREE  BABNALSUKERZRERMNE  BENERIED  BESEEHR
R’ EREHRRKE - SEHESETE  AERINKEEE  BRE TP  AERHENEREES
BEE ZEE -

In 2019, facing the ever-changing industry trends, we have made bold changes that based on our own
strengths and market conditions. The Group's results were turnaround and back to profitability track; In 2019,
Modern Dairy made consistent efforts to deal with different challenges, while striving for innovation with
various opportunities. Leveraging on the whole-industry-chain model of “Integration of Forage Planting, Cow
Breeding and Milk Processing”, we have spearheaded the intensive cow breeding industry and became a
domestic high-quality raw milk supplier and high-quality milk processing manufacturer; We are committed to
contributing to the sustainable development of the society, adhered to the new and high-quality development
philosophy, we also actively responded to risks and challenges, coordinated and promoted various projects,
created positive operation results, and created more values for shareholders, customers, partners and other
stakeholders.

BEAEME  ISERRFESEHEEMIIXE
Adhering to the belief of “Purity, Genuineness, Freshness and Vitality”, sustainable
development requires the support of high-quality products.

B R BHAEERTR SEEEZIFTHNES - HABAEEN—# - TERE2/SIEEEN - B
B— Z ZEFNTHhHRBEERENERRS  FHNEBERNARTHEREBEEEMIER - BEK
BRHBMI2ZPRATK » RAREBREBFDPNEEDNE - 095 RANEEREERLEFT D IBRES
WELBELAZEREINERE R RETEKRKE(Monde Selection)@ # » 8| N /NEE0EE - WHIR TR
SESRA]  HURK  [@RE4DN]ERERZ2MAGE - bR T S RAOMAKE -

We always adhere to the belief in producing “distinctive, pure, genuine, and milk. We initiated the production
model of “zero-distance integration of forage grass planting, cow breeding and milk processing within two
hours”, achieving seamless connection with zero distance and organic integration among primary, secondary
and tertiary industries. Fresh high-quality raw milk was directly supplied to the processing workshop through
the sealed and sterile pipeline to ensure that the course from milking to processing is completed within two
hours, which could retain the nutritious substances in the milk as much as possible. In 2019, Modern Dairy's
product “Premium Pure Milk” was for the sixth consecutive year awarded the Gold Prize of Monde Selection,
which is generally regarded as the “Nobel Prize” in the food industry and was also granted the “International
High Quality Trophy”. At the same time, the product “Gold Pure Milk” participated in the competition for the
first time, and also won the Gold Prize.




BITHREEY  THERRTERRERSNERES -
Promoting green operation, sustainable development requires an organic integration
between environmental protection and benefits.

BPIRFFRRMBIFT - BRA ~ F - BANNHEER  BRAEHTESD - (EREAKKNPFRELE -

BARBEELT —HRRFE - £ BEHEENAIF 2K - RAZEREREY  BEDTHHRER B2
R—IR[RAEEE - HF8BE - HSRE - BREE - AIEERINZECBERERRE  TEHERES &
REBERNANRERSHSG  BRIF -A-EIRRERER -

We insist on technological innovation so as to ensure the harmonious development between mankind, cows
and nature, and to achieve quality milk production by raising quality grass and good cows. As the largest
dairy farming enterprise, Modern Dairy has embarked a road of innovation which combines environmental
protection, ecology and benefits. Based on the goals of resource conservation and zero discharge of wastes,
we have built a green recycling industrial chain of “forage planting — cow breeding — manure treatment —
biogas power generation — biogas recycled as fertilizer”. Our advanced farms are self-sufficient in terms of
energy consumption and resource recycling, and we have established an agricultural ecological cycle featured
with “cows — biogas fertilizer — forage grass”.

BFEIRR IKERETEATHREREM -
Growing together with employees, sustainable development requires talents to help
expand.

HPREIRSKEENWENERAFOER  BRFUARTLUNERELR - TEERE  BUZHEOAS
WEIRE RORBEIHE - RMBAIEIREELZ2  HETATE  BOBIIHEAE  RAEBIH
BRMZRER HPGEIFREROKERS  EHEIXMER  BEREREER-

We believe that employees are the most important assets and the basis for achieving a win-win situation. We
adhere to the "people-centred” development, equal employment opportunities, and diversified channels to
attract talents as well as safeguard employees’ rights and interests with full guarantee. Responsible for our

employees, we pay attention to the health and safety of our employees and care about employees’ work and
lives, so as to increase employees’ sense of belonging and happiness. We provide broad opportunities of the
growth of employees, assist them to make career achievements and realize self-worth.




ERELNE  WHERRTEBFELARNERE -
Gathering synergies from all sides, sustainable development requires collaborative
and win-win initiatives.

BMTEORE2EXEESE  TF  HER  BEE URBRZNSEBHBSHEDIHEERRNEE S
B o 20195 MRBESIAFHALARR/E _ARR  B@BTEZEXENR  RANSHERDREFH
SHmEMmREHRTRERE EEFP—RRHEEZEMENINER AR  (FREEAR - HMABEKEAE
HEEE  #ESRE FRAGRZASLHKELRY  REELMAEMBREERNEENE  BEMWHEZTER
BSR o

We continue to deepen the cooperation of the whole-industry-chain. Customers, suppliers, consumers, and
many partners were important forces to promote sustainable development. In 2019, Modern Dairy introduced
New Hope Dairy as the second largest shareholder and continued to build the whole-industry-chain layout.
Our high-quality raw milk provided a solid guarantee to customers’ high-end products. We worked together
with customers to create a pure, genuine, fresh and vigorous experience for consumers. At the same time, as
a corporate citizen, we actively assumed social responsibility, provided jobs opportunities, carried out charity
and poverty alleviation activities to promote the economic development and improve the living standard of
the places where we carried out business, and shared our development achievements with the local people.

RERK  BRBRESEBRFIARHERDL  FREEw IWATRT  BBETHREH  RAERE
B ARRBHBENSZERNEZRE  BERARAIFERRE  HEYPTBENEERAR -

Looking into the future, with the belief of “keeping Modern Dairy's faith and remembering our missions
firmly in mind”, Modern Dairy will continue to carry out technological innovation, improve product quality,
assume the important role to communicate with consumers scientifically, and achieve ecologically sustainable
development and promote the transformation and upgrading of China’s dairy industry.
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About Modern Dairy

ARSI N 20059 » B —REFIRFNFBENFNEENTE - AR LZEEFEIL - 2010F11
R26REBERMIAKI L - RE2RE—RUANFEREER ETHEE - K2 BN HERE - 914
B FONI-RBEIEERN  BRBEELERARBAREZIANNFBELE  SmERHEER
MEBEIMITRESE -

Founded in September 2005, China Modern Dairy specializes in cow breeding and milk production, with
headquarter in Maanshan City, Anhui Province. It was successfully listed on the Hong Kong Stock Exchange
on 26 November 2010 and has become the first listed enterprise focused on dairy cow breeding in the world.
Modern Dairy has become the largest dairy farming enterprise, high-quality raw milk supplier and dairy
processing manufacturer in China leveraging on the world’s first production model of “integration of forage
planting, dairy farming and milk processing”.

BPIATEZERKEENKS  AEURAKELENFTHINEEEREMEAEE  REUBREIEL - EX - F
EIRPEIARER EAREBERBBRAINHEIT  BERSHR  BABECDEL2BHXEZERREY
F/REMIS 2618 - T FIRE233,61888 - K FLA135,18588 - NEEF [ /NH98,4335R - FEBYIE 1398 M -

FXFLAF B EE10.6ME - 4ATHE K137 8 MF -

Insisting on “attention, professionalism, concentration” philosophy, the Company is committed to the
development of China diary industry under the guidance of the operation and development strategy of
"building the world’s most advanced farms and producing the world’s best milk”. Relying on the overall
development strategy and plan of the Company, as of the end of the Reporting Period, Modern Dairy has built
26 dairy farms with hard size of ten thousand and more each, with 233,618 cows in total, of which 135,185 were
milkable cows, and 98,433 were heifers and calves. An annual fresh milk yield was 1.39 million tons, the average
annual milk production volume of milkable cows was 10.6 tons, and the total sales volume was approximately

1.37 million tons.
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Our farms are located in seven provinces and regions across
the country, with a total of 26 dairy farms (within herd size of
ten thousand dairy cows), half of each in the north and south.
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In 2019, Modern Dairy continued to help raising awareness of responsibility in revitalizing China’s dairy
industry. At the China Dairy Development International Forum held in April 2019, Ms. Gao Lina, the chief
executive officer of Modern Dairy, gave a keynote speech on “Fully Building the Top Brand of China’s Raw
Milk Production” and participated in the key round table forum of “How China’s Raw Milk Pricing Mechanism
Will Change and Where the Benefits Will Connect”. At the 10th Dairy Conference of China & 2020 China Dairy
Exhibition was convened in July, Modern Dairy, as the first listed enterprise focused on dairy farming in the
world and the largest dairy farming company in China, made its appearance. In November, the 2019 China
Dairy Industry D20 Summit was convened. Ms. Gao Lina, the chief executive officer of Modern Dairy, was

invited to attend the summit and gave a keynote speech at the Illuminati Forum, and discussed on the dairy
industry revitalization together with peer enterprises.

2019%1H168
16 January 2019 °
201951 A16 BRARMRLME [BREAEEF /M
ERAR] K&
Modern Dairy was recognized as “Most Valuable small
and Mid-Cap Company” at the Golden Hong Kong
Stock Awards on 16 January 2019
201954 A8H
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sixth consecutive year and was also granted the
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At the 6th International Symposium on “Dairy Nutrition
and Milk Quality”, Modern Dairy won the “Green
Development Award for Quality Dairy Work” on 5 May
2019 201957 H27H
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At the 3rd Boao Enterprise Forum & 2019 Boao
Women's Forum, Modern Dairy won the “Top Ten
Leading Brands in China” Award, and Ms. Gao Lina, the
chief executive officer, won the “Top Ten Influential
Women in China Economy” Award. Modern Dairy, as

the leading enterprise of large-scale dairy farming in
China, has once again recognized by all circles of
society and experts on 27 July 2019.
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Corporate Governance

MRREXREEHEER  BUBRATENAREERR  RERRAE EFg  QREEE  BURK
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Modern Dairy compiled with the Company Law of the People’s Republic of China and other national laws

BRBEET(PFEARAMBERRR) FRFARZIMLEREERTE  BREEBWEESFKH M LEMARA

and regulations and various regulatory requirements, formulated a complete internal management system,
set up the general meeting, board of directors, the Company’s management, and established an operation
mechanism which specifies clear rights and obligations, functions, and coordinated operation among the right
of decision-making, right of supervision and right of operation in accordance with the Rules Governing the
Listing of Securities on the Hong Kong Stock Exchange and management system for modern enterprises, so
as to ensure an efficient, standard, well-ordered operation of the Company, in consideration of the interests of
all stakeholders.

AREFEMRREE UBEELARNTANEELRF - BREFHIRNRERBEREEREMESE
EREENANE - EFTGREAR BEMER  ERNMEFIAREEERRBIERFAREPNLE MMBRE
UEETRERNEAREEBEARESZFEEE NAERAREBNAREE - EXS TRFNEES B
Z8% REZEg BRAEEZESFNEAZMZES  HAEFSAFAUERFHERENESE B8
GEERE - 2019F - BRBELBHARRBFRENR  EEFIR
The board of directors of the Company is responsible to the shareholders and manages the Company in a
responsible and effective manner. Each director has contributed to the maximum development of Modern
Dairy with their own professional skills and knowledge. The Board decided on objectives and strategies of the
Company, supervised and controlled the operation and financial performance of the Company in realizing
strategic objectives, and authorized the chief executive officer and the Company’s management to carry
out daily management work of the Company under the supervision of the Board. The Board has four special
committees, including remuneration committee, audit committee, nomination committee as well as strategy
and development committee, which discuss business to be considered before meeting in order to improve the

efficiency of the Board. In 2019, Modern Dairy held 1 annual general meeting and 4 board meetings in total.
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Honest Pastoralist

BREEBRETCREARANMBMZEI (R EARAMBERBE)FENR - BRVEERSER  KHIERE
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Modern Dairy strictly complied with the requirements of the Criminal Law of the People’s Republic of China
and the Company Law of the People’s Republic of China, adhered to the principles of laws and implemented
anti-corruption work from the formulation of an anti-corruption system, establishment of a special department
for monitoring, establishment of multiple reporting channels, and business process, so as to continuously
improve the anti-corruption system and to ensure corruption-resistant operation. Modern Dairy has specifically
set up a discipline inspection centre to strictly manage the issues about corruption and to ensure that every
member of the Company upheld to the bottom line of business ethics. During the Reporting Period, the
Company totally organized 66 trainings on integrity with more than 7,000 participants.

@ €=

E ‘ > I
BIELERRMS RERETHE FREEHEERS

Keep a firm hand on cases of
irregularities
and disciplinary offences

Implement
anti-corruption education

Carry out specific supervision
and inspection

WEIRMGRRI6N - CEEES
EAS7TA > BE12A ° 20194
RYFAEREEEBRIARE
1388 T °

In 2019, the discipline inspection
centre of Modem Dairy received a
total of 36 case clues, investigated and
punished 57 directly responsible
persons, questioned 12 persons. In
2019, those case investigation
recovered more than RMB1.13 million
in economic losses.

Bl RO EERZHE TIENE
A ETERE) - (RAESE RRAR
SEBABRRME - KANEE
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FE N FIRLE I S5 B 8 THETT
BRZHEA -

Modem Dairy paid attention to
beforehand education and  prior
prevention, gave full play to the role of
integrity education, linked up all
different levels to promote the
integrity of the Group and all farm
management  personnel, and
vigorously create an atmosphere for
anti-corruption. By  organizing
anti-corruption  conference, training
on honest administration, integrity
forum and special training, we
provided honest education to the
Group's employees.
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For the Group's principle businesses,
we sorted out the system and
procedures, selected risk points, and
conducted follow-up  investigations
on principle businesses and key
stages. In 2019, various farms and
centres carried out 296 supervising
bidding activities and only a few
abnormal circumstances were found
during bidding process.
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Sustainable Development Management

s TNRARREEREZR

Sustainable Development Management System

EFENESRER  APBENZEERT (ERTBDESIFEE  BAKEEITELESRN E T
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ARG HEREAREANBEEN - ARENMEBEFSEHNED -

Under the macroscopic background of rapid development and significant advancement of dairy industry
in China, as a leader in dairy industry in China, Modern Dairy continued to explore based on an advanced
model. The Board paid great attention to the issues of the Company concerning environment, society
and governance, and was responsible for the relevant strategies and reporting, including evaluation
and determination of environmental, social and governance risks, ensuring establishment of an efficient
risk management and internal monitoring system of the Company, regularly reviewing the Company's
performance and approving information disclosed in the environmental, social and governance report of
the Company. This report was also issued upon reviewed by the Board.

EEZERET > RRIKMERR HgREAIENM  KEBEZANBFILMBELR -  AEB TR
B HeghkERIEERE HITUMEREEMESRE - REFBHA RS M WA R ME27GR
% e MEREBIESDER  2Z2REERAB(GRIATFEERBERE) BEYRRIRE - #
ERERERER BN TERIEBERERKFE -

The Company, as authorized by the Board, established an environmental, social and governance working
group consisting of members from the headquarter and subsidiary companies, which were responsible

for the daily management and execution of environmental, social and governance tasks, performance
management and information disclosure. In accordance with the requirements of Appendix 27
“Environmental, Social and Governance Related Guide” of the “Listing Rules” of the Hong Kong Stock
Exchange and with reference to the “GRI Sustainability Reporting Standards” of the Global Reporting
Initiative, the Company established an environmental, social and governance index system, committed to
continuously improve relevant performance management standards.
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Visions and Goals

 BTEKR  REIRER - BREER  KBBREABMEREN I BT R REMA -
To combine with industry experience, integrate global wisdom, and adopt technology
management to let Modern Dairy become the industry leader of farming and
processing integration.

b1 33

Corporate Mission

- Bl RARSCENNS  £EMARKEENTY)  BRAEGATEER -
To build the world’s most advanced farm, produce the world’s best milk and achieve
harmonious development between human and nature.

EEER
Management
Philosophy

IR BIRA - BIIT - PUARES » REK -
High standards, adhere to principles, attach importance to executions, emphasis on
details, enhance efficiency.

BHEE
Quality Philosophy

A5 e EVELSRB A M AEREER [T - MEIERBARI— -

Purity: Ensure “zero additives” from the nipple of the cows to the mouths of
customers, and ensure consistent quality of the product.

BB RRNBREREERR NS  BREAFEENIENIARKER -
FHEmE -

Genuineness: Each drop of raw milk comes from its own large-scale farm, ensuring
that the best quality process is used to produce the final product and ensuring the true
quality of good milk.

8 S EAEDIEREESE - RRPEECNEES EEERME -

Freshness: The lower the microbial indicators of milk, the fresher the milk is. The
quantitative standard of Modern Dairy assures the freshness.

E NIRRT AR R BT - [JE] RAUNE(R - BRBER B2/
TERKERIE o

Vitality: The shorter time from milking to processing, the more vital the milk is. “Vitality”
is quantifiable. Modern Dairy completes the whole process in two hours.
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Stakeholders Communication

BRUEFRA  ERMNGABETRIES BEEEYHEHENEEMRER - ZMEMNEHEBI RIS
TUBRRE - WHADBEM SRR  RESMEEME IR EMEBTRE He@RERER -

Modern Dairy believed that being attentive to stakeholders’ concern and proactive to respond and fulfil
their expectations are of paramount importance. We established diversified communication channels
with stakeholders to reduce potential social risks, to safeguard the rights and interests of all stakeholders
and to implement environmental, social and governance management.

FNERER P EFR

Expectations

BELR ZAHNEE

Stakeholders and Demands Communication Mode

Our Response

B/ REE o RERR#ER ¢ VN ERLRNERRE
Shareholders/ Safequard the rights and General meeting Transparent and open
investors interests of shareholders o EHEERE information disclosure
o BEMEE Regular information BEREEE
Outstanding performance disclosure Enhance investment
o REBTHEROREER o B/ AREH management
Sustained and steady Website of the Stock mEtERRER
increase of return on Exchange/Company Strengthening enterprise
investment . REEGBNEE risk management
o RZEAMEL Investor conference and RFERBEERERN
N Honest and transparent roadshow Continuously improve the
w operation ability to create value
B/ EE# «  ARREE o ERWE MR REE
Govemment/ Compliance Information submission Strengthen compliance
regulatory o BRONHEHANERER o SRS operation
agency Strict internal control and Compliance report MELEER
risk management o 2HEEE/HiE Strengthen safety
o [REKBER Attending meeting/seminar management
Promote economic o HREH/HBE wEMH

development

R 8BRS
Extraordinary contribution
to the society

zeiEE

Safe operation

Special inquiry/inspection
EXX M

Submission of documents

Pay taxes according to law




NERBER BB BERI BMAmEE
Expectations
Stakeholders and Demands Communication Mode Our Response
HEE o EABALRE o  DAES o REHEEED
Consumers Personal privacy protection Official website of the Safeguard consumers’
s  Rm%% Company rights
Food safety o EREE s REEmEER
o BERBKER Customer service hotline Product quality guarantee
Superior service experience ¢  EFREEHZE o EERAREH
o EERRIRANEMER Customer satisfaction Open and transparent
Availability of nutrient, survey production
é(’%o healthy, and diversified
T, products
BT o REBTEMNRER o ZHAM o BREQTHRE

Employees

Safeguard the rights and
interests of employees
RERERZZE
Occupational health and
safety

HEEIREA

Improve employee benefits
FERFRERETILER

Equal employment

Employment contract
=S

Informatlon platform

AAE AN

Hotline and email

A AT

Internal monthly magazine
BT R EETHEIZR

Online and offline training

Insist on equal recruitment
R8T

Carry out training for
employees
BILREERRE
Optimize career
development channel
FREILH

Carry out employee

opportunities and and exchange of complaint activities
diversified developments platform e RPEWEIER
Fully listen to all opinions of
S the employees

HER/AERE o BURBEBBE o HEREEHE o EBRAERER
Supplier/partner Establish long-term Evaluation of suppliers Strict supply chain

business relationship o EMER management

o ATRE - HEEN On-site visit o BUENS
Fair procurement and o  TEHHERER Strict selection of farm
honest performance Regular supplier meeting o BHLFRHARE

EmEERE
Product quality assurance

Insist on fair and open
procurement
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Expectations

NEEEA

Stakeholders and Demands Communication Mode

Our Response

BiE
Environment

BRaeES

Insist on green operation
BMURRRE
Minimize environmental
impact

RERSE

Environment inspection
BREELRE
Environment information
disclosure

BERERER
Advocate the idea of
environmental protection
BRAIREER

Insist on sustainable
development

INGRIRIE R A R
Strengthen environmental
and ecological protection
ERAREERER
Insist on the path of
sustainable development
BT BIRER

Strict management of dead
cows due to disease
EHESRELENRD
Insist on advocate green
production and office

it

Community

REMLE AR

Carry out public benefit
activities

RELRER
Promote community
development

THRRER
Understand community
needs

HIE AL R AR 3
Formulate community
service plan

FEHERREE
Carry out public benefit
activities

R AL R RS

Carry out community
service

RERIFE

Promote local employment
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Identification of Material Topics

HEMERE  HeRkEREE  BARMR *EF’%H& AIEBASMERERESNRBHE 1‘5‘&
HNRBEETNZEUARERRZEAE  HREETHEEYF  PRARKEERZEERE - Wi

PEE 7 A I 1 € B 31 SR B

With respect to topics concerning the environment, society and governance, from the perspective of
stakeholders and the Company's business, we ranked the issues according to the impact on stakeholders
and the impact on the Company to establish the major issues matrix, and then report and formulate
coping strategies.

BAMEERRELERE
Matrix of Important Topics of Modern Dairy

= 7) \ =om
= Board’s participation in responsibility management BT EmHE
High Animal welfare Product quality
THRIR A% . ‘
: - . : LB
Emwronmenta\ protection implementation Envuonmema\ compliance = e e
Respomswb\ht and governance structure g T 8 THRERTS
Bak Feed processing Employees' haith and safety FMES
RiEREE genpackaging M@ Milk production
Warehousing and transportation managé Preclude forced labor
2= & Al . (SRl BE
Product innovation EIEAEN Information development AR il
Sustainable industry chain
IRIRIBIRRRAL BERK
Im portance Anti-coruption sup o Establishment and fulfilment of efvironmental standards
to Modern
. @ iz AP REVREE
Da"'y Intellectual Fair and open procurement
IRt property protection HBEREE
i e S R s S 7R Elimination of false advertisement
[} RN
ERHERME Supply Chain Risk Managei AR
PR EEE Local employment
Customer Service and
Communication
f& HRISER S W ER #
Low Importance to stakeholders High
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Awards and Recognitions

BRBERBAERELEE ——KEXRBRENMUHTRE N RS RARKMEE I TRIBIHME - RARBEE
EmlBERMELI]HRESFMonde Selection(E AR mmENERE) &% - Al T/NEB L - WHEK TE
REEERAR] - HERE - N2018F8A LM« RALT P IEmE X2 MK - IR TEES RN
FRARKAR °

Modern Dairy is the first dairy enterprise whose pasteurized milk and Ultra Heat Treated (UHT) sterilized milk
passed the acceptance test of “High-quality Milk Project” at the same time. The Company’s “Premium Pure
Milk” was for the sixth consecutive year awarded the Gold Prize of Monde Selection and was also granted the
"“International High Quality Trophy”. Meanwhile, the product “Gold Pure Milk” which launched the market in
August 2018, participated in the competition for the first time, also won the Gold Prize.

SINCE 1961  SINCE 1961 SINCE 1961 SINCE 1961  SINCE 1961  SINCE 1961

\..“m‘

GOLD GOLD GOLD GOLD GOLD G.OLD
AWARD AWARD AWARD AWARD AWARD AWARD

Vv | 4 4 v 4 | 4

MONDE SELECTION®

International Quality Institute Since 1961

Result 2019

58% World Selection 2019 of Food Products

White Milk-Honor
of the company
Modern Farming (Group) Co., Ltd
has been granted a
GOLD QUALITY AWARD

and an

INTERNATIONAL HIGH QUALITY TROPHY
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In 2019, the brand of Modern Dairy has been shortlisted as the “Strategic Partner of China Space”, marking
that our premium quality branded milk is widely recognized by all sectors of the society.

%?uﬁﬁiu"

i i i 4 Y T

BRBELHFEINTEERET - [EE - %’iﬁ M-8R - R TEAAEITSCSRE - BRieTEE
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BENEFRRE  EIERAENSRE -

Modern Dairy's pioneering top-level design in China — “integration of planting, breeding and processing”
model, obtained the Swiss SGS certification, as the first and only enterprise at present in the PRC that applies
integrated production model with SGS certification. The advanced production model of Modern Dairy

has reached the world-class high standard after being strictly tested by international authoritative testing
organization.

SGS

T A AR
A HRF R

i HAE

SGS

“HRNT TR
NanREER

RRHE (B AR A
L EOEREL AR L LS AN e
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Deeply Cultivate Farm with Differentiation
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Comprehensive Upgrade of Intelligent Farm

20194 HAMEBRNITELE SRS > BB LGS EERG  BHERTREERMN - £Eh2ENKS
BRHELEBAM AR - RIRRIEREL H’%ﬂ&%ﬂ)\%ﬁ%%ﬁ& SR TR - MARBEBESESRMER
BRyBGESE -

In 2019, Modern Dairy was committed to creating intelligent farm. Through the online pasture management
system and the flexible use of intelligent management technology, the operation of the pastures throughout
the country are visualized and the process operation is standardized. Technology is integrated into the
efficient management of the pastures, and big data and other information technologies are used to realize the
intelligent transformation of traditional farms.

—WERL MEHR 1@2*‘*”@” a-[—HERKIEEHE & Xk T8l - A%k B5 -
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YIMU Cloud System: During the Reporting Period, a comprehensive unified management platform, “YIMU
Cloud System”, was launched in 14 farms including Bengbu, Hefei, Wenshang, Maanshan, Helin, Baoji,
Hongya, Saiyi, Saier, Saisan, Saisi, Shuangcheng, Shangzhi and Tongliao. As the “Sapiential Brain” of the
farms, it can integrate the daily management of cows, technical system monitoring and financial management,
and realize the highly informational and cooperative operation of the farms.
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The Sapsantial Brain of the Farm
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DBI Farm Data Intelligent Analysis and Decision System: Key KPIs on the overview of the farm such as the
total number of cows, the pregnancy rate of milkable cows, the morbidity rate of mastitis and the average
milk yield of lactating cows can be monitored online on a real time basis through this system. In addition, the
analysis of herd structure, breeding management, health management, feeding management, milk production
management, calf management, etc. can be controlled immediately and accurately. It plays a strong
complementary role in improving the management efficiency and sensitivity of each farm.
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DSmart Cow Intelligent Identification System: Before the system goes online, at least two cowshed
inspections are required for cow breeding: looking for the cow and marking it is counted as one time, while
giving the injection is counted as another time. Finally the loose cow without the neck clamp will be identified.
After the DSmart Cow Intelligent Identification System goes online, the scanning will be done by scanning the
cows with the scanning stick once. There is no need to turn the ear tag to find the cow. Scanning the electronic
ear tag shows the way to process it. Previously, it took 2 to 3 hours for a cowshed checking, while it only takes
about 1 hour to complete the checking. The operation is simple and convenient, which effectively saves time
and improves efficiency.

BENMREERL  ZFZRERNIFNISMERM] - AINERS —E4ORBWES B FAN ~ 1IN ZFR
m2EAARMNT - BH  AE2BiE  ESANFEABLEREMAREAL -

Precise Feeding Management System: As a “golden chef” for cows, the system ensures that the feed
materials for each cow are suitable for their own body conditions. In addition, the system integrates the entire
course of forage processing, mixing and feeding to maximize the conversion rate and utilization rate of all
feed materials.

BEHNEEERL  PWSIEET -5 A5 mZERE  HRlER 0 HeFRHIKEH
B—BRE  HRREETRRINT RO TESERR - =B85 7T RERX -

Delivery Management System of Farm: The delivery to the pasture is carried out with one-truck-one-code
mechanism, from the admission, quality control on sampling, output of test results, scales, unloading to the
final delivery of the order. It gives time analysis of each session, which reduces the possibility of car crushing
and improves the efficiency of receiving goods.
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Greenish Development with Nature

BREERBRETHREERES  ESCRBRRERNS - AEERBHEBEELMEMNBEBERER &
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Modern Dairy continued to practice the concept of green development and create an ecological farm
featured with green cycle. The Group strictly compiled with the relevant laws and regulations of the place
where we carried out business, including the laws such as “Environmental Protection Law of the People's
Republic of China”, “Atmospheric Pollution Prevention and Control Law of the People’s Republic of China”,
“Water Pollution Prevention and Control Law of the People’s Republic of China”, “"Water Law of the People’s
Republic of China”, “Law of the People’s Republic of China on Environmental Impact Assessment” and
“Law of the People’s Republic of China on the Prevention and Control of Environmental Pollution by Solid
Waste” and other administrative regulations and other rules such as “Regulation on Urban Drainage and
Sewage Treatment”, “Detailed Rules for the Implementation of the Water Pollution Prevention and Control”,
“Regulation on the Administration of Ozone Depleting Substances” and “Regulations on the Administration
of Construction Project Environmental Protection”. It took effective measures to reduce emission during each
step of business and corporate operation. During the Reporting Period, there was no litigation against or
corresponding penalty imposed on the Company due to the environment.

BRRERRFE - R BE

Energy Saving and Consumption Reduction, Green Emission Reduction

NRATEHMYREREREAMELNEEREBHEBALRARRBEMELENNO, ~ SO, EEEREH
B BOs BRI (CRRBSRRERY - SHEESMEANAR  BARMEE X RREREEEZRAR
HRRE > FHUTLAERABIMERRENNTE  BEELSSRERMNBEENER  BEX2HFI R
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Major pollutants of the Company included greenhouse gas emission from the use of various energy resources,
gas emissions such as NO,, SO, and smoke from burning of coal and hazardous waste such as medical waste
and chemical reagent of the farm. For the biogas slurry, biogas and biogas residue from cow farming, the
Company actively responded to the national call for green development, carefully dealt with the impact of
greenhouse gas emissions on the environment, and used them as resources with high recycling value and

required full utilization of such resources.
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Energy Saving and Emission Reduction Measures

BREETEH TEHARETERBE  BERFKRESHIBARERERRE  HRESCEFR - RER
WRERIE - BAEK B K RAFERNERE - ANBBNEERRE  EAEREMNE B
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# o MBERRD T11.43% » RIRFUERPRE T 42.57% @ BUS T RZ R

Modern Dairy constantly improved the conservation management system. By timely collecting feedback
from the site and surrounding residents, upgrading the equipment and standardizing the operation
of equipment and facilities, it reduced the consumption of water, electricity, coal, diesel and other
resources. The Company also formulated assessment criteria to monitor resource consumption and carry
out monthly assessment, so as to improve the saving awareness of all units and facilitate improvement of
the management level. In 2019, by optimizing and upgrading equipment. It saved resources and energy
consumption with the use of coal reduced by 11.43%, and the use of natural gas reduced by 42.57%, and
achieved significant results.

FRYEERBNARER

Pollutant Management and Specific Measures for Emission Reduction

AR = RS HE R o (FRAAYMERRERREER EEREBHNSHNERLR
Reduction of greenhouse gas Use biomass energy instead of old energy with low heat and
emission éi’ high greenhouse gas emission

1099
B BE RBEIX o REFE ARUMMEARESETHEREEEREZHN
Reduction of exhaust emission Discharge exhaust gas from units such as cowsheds, biogas

stations and heating boilers after treatment and meeting the
emission standard

o  FHEARMKERE UEBFBRSMMRAREZK
Shut down coal-fired boilers gradually and replace it with
cleaner and more efficient gas-fired boilers

. EEHBRMFAKT

Improve the utilization level of biogas
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Pollutant Management and Specific Measures for Emission Reduction

HER
Reduction of
discharge of
non-hazardous
waste

Coal-fired boiler
ash

757K R
Sewage

=

MR IROERFHIZ B S IG I ZER D

Fill the roads or potholes of the farms with ash

REIRAINGE - 2 BB A EBIE IR A

Make use of the wastewater by internal recycling instead of
discharging outside

HERRE AR IKIERIBER ARG EEE - BN BAE

Use domestic sewage after treatment by the reclaimed water
station for washing cowshed, irrigation and cooling, etc.
SERAKHAEE  BEAR  BBR R

Cowshed water flows into the dung channel to dilute the biogas
slurry and be fermented with the biogas slurry

WO EEREEY
HERR

Reduction of
discharge of
hazardous
waste

BRI bR
FfT A S0
Medical wastes
and reagent

bottles for

test

&R At
Waste oil

it RmES
Dead cows due
to disease

and sick cows

]
mlﬂ

REREEE

Specify storage standards

B BEEY AR AIRREPIEER

Prepare waste report and submit to the environmental
protection department for record
KEEBRENXTAREENREEMETETRE

Deliver hazardous wastes to qualified treatment units for
centralized treatment

i € 0 B hts KRR (B W E R I )
Formulate and implement the “Waste Oil Recycling
Management System”

KXAABOWEENARIZERE

Deliver to companies qualified for recycling for proper treatment

TR IE KR B A YRR P8 B R (R 2 A R MBI 5 58 K 58 A 1~ B
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RBRIERIZRE  ETTHEESTENERE - HIEHRRENE
EUARWEEFA

Dispose cows dying from disease and sick cows strictly in
accordance with the “Measures for Treatment of Dead Animals
due to Disease and for Unknown Reasons of the People’s
Republic of China” and the “Technical Specification for Harmless
Treatment of Dead Animals due to Disease and Sick Animals” of
Ministry of Agriculture and according to the standard treatment
process and corresponding method to prevent damage to the
environment and malicious use
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Energy Energy Saving Measures
ES e ESERHABRT  BERABRERE
Electricity As the illuminating lamp in the disinfection room is always on, so it is changed into

a body sensor switch

o FTHHEFHUSRSRSHBBHINE /] - ER AR SEEBSHELGINRE - EHK
EERSHAERMRSS  MAESE LEMBRALELTFY  BLBRSEER
Due to the failure or inefficiency of the air-cooled chillers in the northern farms, the
startup time of the large chillers is increased. Upgrade or repair the radiators of the
air-cooled chillers, increase the cooling capacity. Cool milk by the cold air in winter
to reduce the use of the air-cooled chillers

e BAEAHEHMMAE  AB)AERBALEDE @ REAIMNEE - RN FHH
Apply LED lights to all public areas (offices, apartments) toilets, install infrared
sensors and light-sensitive switch

s SKEFAFAEBHARBZERSR  RRIHGRMLRMARE  2REH - BiZRES
ER DR S

There is agitation and pump idling situation when collecting dung. Through various

control methods such as installing ball float liquid level switch, remote control and
g time control switch to reduce idling situation

8 o  BYUISEFBURKRKIRE - SAER - RARMBEMRE - RERRERE

Coal Gradually eliminate coal-fired boiler in each farm and use biogas and natural gas
boiler for heating to reduce coal consumption

o  BHEHNMIBEREICERTERM - BUKBA KGN

Sterilizer for small milking parlors is changed into electric sterilizer. Use solar power
to heat water

o BESBHLZFEETHE BBAPPEBFMRAKMEL/RE  BERE18-
23°C - BBHMARETRB TEEAE

Heat the living area according to the temperature, automatically adjust the

reclaimed water temperature of the heating exchange unit through the APP.

employee dormitory through the heating exchange unit

@ Temperature for the dormitory is 18-23C, and monitor the temperature for
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Energy Energy Saving Measures
S5 o  BAEFREBIHMIESCERKIGRLERR - EIBEIRIR - FRERA
Diesel The diesel boiler in the living area is transformed into solar heating, which saves

energy and is environmental-friendly and reducing costs

o EUNMMBZHHRERHES  BBABRRBFRLE @ BAELBEF - B E
WAEBHUENITRE A RARTSHEIRE RO EWMMEIRE - BEEhRE
The fuel consumption of the spreading vehicle in Saibei Farm IV is high. By
adjusting the storage location of raw materials and the order of feeding materials,
the number of driving routes of the vehicle in the mixing station and the number of
times for spreading feeding materials in the same kind of cowshed can be reduced,
the number of times of the vehicle for spreading feeding materials can be reduced,
which effectively save fuel consumption

o ERHUSHMEREERE MSANARETRER  WHEREEHE
Shuangcheng Farm verifies the fuel injectors and pumps of each vehicle in the plant
area and adjusts to the standard fuel injection volume

o SBRIUHSEBAITCHE]  KHEKX  BAOEHEX  AREEBRE
Maanshan Farm purchases "“Jingang Vehicle” with large loading capacity, which
i reduces the frequency of transportation and effectively reduces fuel consumption

IKE R o HIE2019FCAKERFHIE) « $HEZPUH T RIEEEEAKZEE - BRKENAK
Water resource S RINERNSREMDEIENZEFEE

Formulate 2019 “Water Management System” to set water standards for each farm
in different areas, and include water consumption in the assessment scope of the
head and assistant in charge of the farms and milking parlors

o  HIU—HHBEMEKERKEER  SHNAKE
Chabei Farm | renovates the water pipe nozzle of the car washing plant to save
water consumption

o  EIMHEHBUSEIRER RIBENBEIRSEERKER  #ECIPERE/IK - &R
NI R
Large volume of water is used for the clean-up of the turntables and milking parlors
in the Saibei Farm IV, CIP and demineralize water and recycle backwash water in the
OQ milking parlors
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Table: Emission indicators of Modern Farming of 2019

BE

Indicator

TECREEVELS

Production of major hazardous waste

ABEERTIERRERMELE

Production of major hazardous waste
per million revenue

AT EE(CRIEF

Harmless disposal of cows died due to
diseases

BERANOHBEME

NOx emissions in exhaust gas

E RSO B E

SO, emissions in exhaust gas

FERPIEESWE

Soot emissions in exhaust gas

RERBHNAEE

Total emissions of greenhouse gas
RERBHE—HHNE

B
Unit

A
tons
WE, BETT

ton/million

58
heads

i
tons
7
tons
7
tons
tCOze

tCOze

Emissions of greenhouse gas (scope )

RERGEE _—BHRE

tCOze

Emissions of greenhouse gas (scope Il)

BREEWREREINE

Emissions of greenhouse gas per million

revenue

2019 BRI R EERIRER

tCOe/ BETT
tCO,e/million

20194
2019

397.92

72.17

15,109

155.91
86.04

0.60
954,121.66
781,081.79
173,039.87

173.04

Main Energy Structure of Modern Farming of 2019

68%

mEH i
Electricity

Gasoline

24%

0%

LRy

Diesel

LN /¥

Natural gas

KRR

Fuel coal

AR

Biogas

20184
2018

371.5

78.77

11,349

155.06
88.14

0.68
929,787.18
768,843.05
160,944.13

197.16
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Table: Energy consumption Indicators of Modern Farming of 2019

BEE 20194 20184
Indicators 2019 2018
SNERBEHRE (BTREK) 25,481.34 23,689.61
Total amount of outsourced electricity (Ten thousand kWh)

KRB (B E) 0.44 0.49
Fuel coal (Ten thousand tons)

RAR(BELFTK) 120.90 210.54
Natural gas (Ten thousand cubic meters)

gem (B F) 667.29 608.53
Diesel (Ten thousand liters)

(B 20.47 18.25
Gasoline (Ten thousand liters)

BRUBFEE (B FK) 15,050.08 14,602.73
Biogas consumption (Ten thousand cubic meters)

FElREERAE (BHRE) 15.77 14.75
Total energy consumption (Ten thousand tons of standard coal)

BEZENGEEREBRE (WIEE B8T) 28.60 31.28

Total energy consumption per million revenue

(Tons of standard coal/million)
X4 2 (BHE) 988.75 1,011.47
Total water consumption (Ten thousand tons)

BE

LWRAKEEW, BET) 0.18 0.21

Water consumption per million revenue (Ten thousand tons/million)

ERBRERE

Protecting Ecological Environment

MBENMRBLENSHEM

Scientific Siting to Preserve Biodiversity

BRHEBSEU RO ZRBEYSERERE - BBRRBRER RS ZREEEEEBARASREDN
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e psN - HUSEBKRARDTRFHERR - B2 T FE EBRPNEE RBET&RMY

Preservation of biodiversity was taken into full account when selecting location of farms of Modern
Farming, it strictly complied with ecological planning to mitigate the impacts on the surrounding natural
and cultural environment. Our farms are situated in dry, leeward and sunny location which is high in
altitude with slope, which is good for avoiding humid environment and lowering the impact on the health
of cows. In order to prevent risk superposition, areas surrounding dairy farms shall be at least 2,000
meters away from residential areas, sewage discharge outlets of residential areas and factories which
cause pollution. In addition, water in surrounding area shall fully comply with the hygienic requirements
and land nearby should be large enough and meet pollutant discharge conditions.
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Development of Ecological Cycling Agriculture

BRBEBRFIRERESE  REBEH HREHINED - HFEETERLEENA  RRUSFERRE
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5o

Modern Dairy adhered to the concept of “prioritising environment protection, serving locals, driving
developments”, applying integrated waste resources utilisation to cow’s manure and exploring an eco-
friendly, cycling and economic way for sustainable development. We adopted the “ecological energy”
treatment process to utilize the fertilizer produced by cow dung after anaerobic fermentation, to realize
biogas power generation, to use biogas residue as cow bedding and to restore lands with organic
liquid fertilizer. In respect of the promotion and application of biogas fertilizer, we adopted the leading
enterprise and planting base operation model and established industrial consortium with 34 operating
entities in the surroundings, forming an ecological cycling production model featured with “cows —
biogas fertilizer — forage grass” and realizing the goal of zero-growth in chemical fertilizer consumption.
We encouraged partners to develop diversified and new utilisation model of biogas fertilizer so as to
improve the effectiveness of planting, to treat biogas fertilizer as a precious resource and to actively make
use of it and to focus on the goal of replacing chemical fertilizer with the organic ones. All farms of the
Company successively received the title of cycling economic leading enterprise, Modern Farming (Group)
Co., Ltd. had also become a national cycling economic leading enterprise. Furthermore, Hongya, Saibei,
Shanghe and Bengbu farm had been included in the pilot demonstration farms.

WEHIA - HPIKELIBMES56.538 5 K  EAIWHFEIER15,050.08F3 75K - ARIEEL554.968
KWH » B4 7788708 M - EAIAE171.748 0 -

During the Reporting Period, we produced a total of 5.5653 million cubic meters of biogas fertilizer;
150.5008 million cubic meters of biogas was produced and consumed, and biogas power generation was
45.5496 million kWh, generating 887 thousand tons of steam; and producing 1.7174 million tons of biogas
residue.
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Picture: The integrated utilisation of biogas in Bengbu farm of Modern Farming. After collecting manure from
cowshed, the manure would undergo anaerobic fermentation to produce biogas. The biogas would then
undergo purification processes such as desulfurization, dehydration and impurities removal and would be used
in equipment which included biogas boiler and biogas power generator.
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Modern Dairy commenced multi-channels development of the integrated utilisation of biogas fertilizer,

namely “cows — biogas fertilizer — forage grass”, "cows — biogas fertilizer — tea” and "cows — biogas
fertilizer — vegetables”
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Restoring Lands with Biogas Fertilizer. The scale of pipeline constructions in farms had been enlarged, it
made use of pipelines to restore biogas fertilizer in fields so as to improve the soil fertility and increase the
yield of crops.
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Hongya farm adopted “animals-biogas-fields”, an eco-friendly and new cycling agriculture model, which
centralized the collection of manure from cowshed, and transported biogas residue and biogas fertilizer
to fields through the pipeline network. Farmers would only need to open the valve of pipeline to use the
contents for free. Not only this kind of organic fertilizer from farms could substitute chemical fertilizer, it
could also save the cost of approximately RMB300 per acre of land. It formed the best combination model of
"organic fertilizer from farms+ organic vegetables and organic tea”, which lowered environment pollutions
as well as the cost.
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Procurement of Silage. Farms procured approximately 1.4 million tons of silage from surrounding areas
every year to further develop the “cows — biogas fertilizer — forage grass” model. In 2019, there were some
significant improvements of the quality of silage that the content of dry matters was increased from 30-35%
to 32%-36% and the percentage of silage quality and demand of starch both increased to 60%. In order to
mitigate the impact of extreme weather on the corn harvest, every farm collaborated effectively during the
harvest season of silage corn.
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Building Sustainable Industry Chain
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Modern Farming adhered to establishing a full chain layout for raw milk production and an overall mindset for
participants in the dairy industry which was putting the mutual benefit of the industry in the highest priority,
focusing on the development of China’s dairy industry and achieving responsible supply chain.

R L REHE  BERDNEEZERTR
Developing Upstream Farming Business, Facilitating Synergies, Establishing a Full
Chain Layout for Raw Milk Production
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Modern Dairy continuously enhanced the synergies between upstream and downstream in respect of raw
milk production, downstream operations and quality control and established full chain layout for raw milk
production. The position of “fifteen-year persistence on exclusively producing pasture milk” was relaunched in
the market, focusing on upstream farming and raw milk production, facilitating the growth of dairy business of
downstream brands, providing downstream customers with high-quality raw milk guarantee of high-end milk
and fresh milk, to create pure and fresh experience for consumers.
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We consolidated resources and flexibly expanded the herd size, increased number of herd and production
based on the demand of downstream customers, to satisfy the increasing demand of high-end raw milk in
China. We also adjusted the milk supply according to the season pattern which optimized the allocation of raw
milk. We concentrated on the needs of customers and provided high-end raw milk such as pasteurized milk
and A2 milk, increasing the value of products, to build a leading brand of raw milk in China.
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Case Study: New Hope Dairy made strategic equity investment in Modern Dairy

2019F7H180 » ARIEMMAHEILRBE AR - BRAMERM LN - MR ETHEHRE - BR ENirksE
WX — BB - BRARBENEZRIEME - 2T EPBRRPE —REHPRD

On 18 July 2019, the Company announced that New Hope Dairy made strategic equity investment in Modern
Dairy, which was another strategic measure for Modern Dairy to focus on its upstream business, strengthened
synergies of its upstream and downstream businesses and achieved a win-win situation for its upstream and
downstream businesses. It showed the Company’s determination to build a full-chain layout in the dairy
industry and to build a leading brand of raw milk in China.
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From a financial standpoint, through equity financing, it could further reduce the financial leverage of Modern
Dairy, reduce financial expenses, and improve operational efficiency. From an operational standpoint, New
Hope became another major customer in Modern Dairy’s raw milk sales, which helped to provide a more
reliable customer protection for the Company’s raw milk sales. From a strategical standpoint, this cooperation
was conducive to the integration of resources by Modern Dairy, which would flexibly expand the herd size
and increase herds and production according to the needs of downstream customers to meet the growing

domestic demand for high-end raw milk and achieve another leap in market competitiveness in the future.
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Case Study: Cooperative Energy Project between Modern Farming and CITIC Environment
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On 31 December 2019, Modern Farming announced the formation of a joint venture with an environmental
fund designated by CITIC Environment and the disposal of the equity of Bengbu and Feidong Farms’ energy
asset companies to the joint venture, which marked a new stage for the Cooperative Energy Project between
Modern Farming and CITIC Environment.
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As the concept of green energy and circular economy development was being raised and promoted, the
treatment of manure in standardized farms experienced an upgrade in the concept of “making waste
profitable”. This project aimed at upgrading and improving the existing anaerobic fermentation system of
Modern Dairy which raised the biogas production efficiency and set up new heat co-generation units which
produced steam for Modern Dairy's usage. It fully utilized the energy value of manure and laid a foundation for
the development of full chain layout.

EE—PRAEGERE BREZEMH HREE BFIERXRENASEEEE  HPERXRFERE
HoREEFRMITR - EEEF EPEE&EEHH}EH HEARERENARE - ERNER - MAEERRER
HED  BAESEEREVERICNBRE  ARERERE  w2EARBERMLBEDFRE &
SELWENENER  TRTARERREL  BEXRL - ER(CHISHERERD -

The involved parties further expanded the scale of cooperation, achieving complementary advantages and a
win-win development, and jointly established the agricultural environment sector benchmark project, boosting
the industrial upgrade in manure treatment in the agricultural environment sector. During the cooperation,
CITIC Environment fully made use of its knowledge, experience and resources in the agriculture sector and
utilized its advantages in the energy-saving and environment protection sector, to enhance the utilisation
efficiency of animal waste and to solve problems in the agricultural environment. Not only the cooperation
showed the success of Modern Dairy in the development of upstream dairy cows breeding and in boosting the
operation efficiency, it as well showed the Company’s determination to create standardized, professional and
ecological farms.
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Solidifying Responsible Supply Chain, Pushing Forward the Strategic Cooperation
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Being the first listed enterprise focused on dairy cow breeding in the world, Modern Dairy strived to build
qualified responsible supply chain, to establish strict supplier management and to safeguard the products
and services provided by suppliers such as raw forage, quality control, medications and logistics, forming
a well-established management system of suppliers. In 2019, The Company amended the Supplier Entry
Management System, created a detailed and complete list of suppliers by product categories and signed
Anti-commercial Bribery Agreement with all suppliers, adhering to the principle of fair and open procurement,
selecting green and qualified suppliers, to capture a win-win development opportunity.

s HEBMEAER
Supplier Entry Management
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The Company conducted entry review and regular screening for every new supplier. The Forage
Procurement Plan formulated by the Company in beginning of this year stipulated a clear standard of
product quality, which ensured the procurement quality of roughage and stabilized the supply of high-
quality forage grass. Respective SOP was formulated according to various characteristics of domestic and
foreign suppliers. Designated People in-charge would have to undergo on-site product inspections at the
source of supply.

e HEBEREERA
Supplier Product Quality Inspection
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The Company formulated internal standards such as the Silage Corn Procurement Standard Management
System to optimize the quality standard of silage. Products received would be inspected and undergo
standardized procurement process to ensure the entire procurement process was safe and eco-friendly,
for example, compliance check, sensory examination, hygienic indicator inspection, scientific indicator
inspection of raw forage. The inspection results would be sent to different management personnel
through the raw material judgement APP. Raw forage would then undergo a random check of toxins by

the quality control centre after passing the aforementioned inspections.
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Supplier Post Appraisal System
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Supplier Comprehensive Evaluation Form was created after adopting the supplier hierarchical
management and conducting quality checks and communications. The decision of whether to continue
the cooperation or not was based on the evaluation of the supplier. If the quality of products failed to
meet the standard for several times, or there was indication that the supplier was breaching laws and
regulations, they would be put in the list of unqualified supplier and banned for future cooperation.
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The Company actively worked with big-scale forage enterprises in China and entered into long-term
cooperation contracts with local forage manufacturers, obtaining high-quality and stable forage supply
with low transportation costs and facilitating local economy development. As of the end of the Reporting
Period, the Company had a total of 510 suppliers in collaboration, among which 22 were foreign

suppliers.
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Comfortable Breeding Environment
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The Company adhered to the concept of “cows-oriented” and respected physiologic characters of dairy cows.
Through scientific and stringent management standards, we built comfortable breeding environment for dairy
cows and safeguarded their health in all aspects. We strongly believed that maintaining the highest standard
of animal welfare was the foundation to protect the milk source.

SETEERA

Improving the Conditions of Cowshed

s HWASER

Construction of Heifers’ Hut
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Heifers were kept and managed in free stall, individual stall and heifers’ hut. The thickness and material
selection of bedding was done according to factors such as heifer’s lactation status, season and weather
and geographical locations, creating a comfortable breeding environment for them. The heifers’ hut had
a design of “one cow one hut”. Meanwhile, in order to avoid heifers from suffering from diseases, there
was designated personnel to be responsible for each heifer's well-being. They ensured that the heifers’
breeding environment was dry with good ventilation. They also cleaned and disinfected the bedding

regularly.
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Fully-closed and Regular Temperature Constructions and Facilities
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To create the best breeding temperature i.e. -4Tto 21 Tand prevent the "heat stress reaction” of
dairy cows, the farms were built with regular temperature cowshed and adopted advanced and strong

ventilation conditioning system.

FRARSZ - +E5AIRBFROKFRE 58
R BeaBERERERE - KIEHRAETER
BEOREE 7 A& ESNREVBEIAR, - NEEINEER -
Fresh Air System. Cool water curtain was installed
on a side of the cowshed while negative-pressure air
fan was installed on the other side. Water absorbed
heat and vaporized, and the negative-pressure air
fan vented out the water vapour. This ensured the air
exchange between cowshed and the outside areas,

achieving humidifying and cooling effect.
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Big Wind Turbines. Advanced big wind turbines
were installed in the cowshed and aisles so as to
facilitate the air exchange.
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Shower System. Farms were added water sprinkle
and shower facilities in cows’ waiting hall and aisles
to maintain stable temperature of dairy cows and
clean them up at the same time.
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Clean Water Sources and Steady Electricity
Supply. The Company invested around RMB88
million for the reformation of heat stress alleviation
facilities, to ensure stable operation of facilities.

S EREBRERE

Protecting the Clean Environment of Cowshed
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Our farms conducted daily cleaning and disinfection of cowshed areas under the most stringent standard.
Cowshed (which included but not limited to delivery rooms and shed for sick cow) was subject to at least 1
spray disinfection per day; Every farm should always keep more than two disinfectants in place and use them
alternately every week and fill the “Disinfection Record of Farm”; Farms personnels could formulate a farm
disinfection system based on the incidence rate, humidity and ventilation, while the system would be subject

to the approval of technical support centre.
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Advanced Breeding Method
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The Company believed that devoting to cow breeding was the foundation to safeguard high quality milk
sources. By strictly adopting delivery techniques of dairy cows and introducing the scientific feeding model,
the standard of cow breeding and the high quality of milk produced by dairy cows were guaranteed.

W7 1

Delivery of Dairy Cows
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Importing Quality Dairy Cows
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High quality dairy cows were carefully selected and imported from overseas by professional dairy
cow breeders. By making further breed improvement of cows with the frozen semen of high-yield
thoroughbred bull and embryos, the Company devotes itself to building its own core breeding herds.

« REZERF
Regulating the Breeding Process
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The Company prepared the Compilation of the Cow Breeding Centre System to make sure dairy cows
were successfully bred and delivered, and the full chain management process was strict adopted in every

stage such as cows selection, matching, pregnancy, delivery and cultivation.




Selecting High Quality Feed
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Strict Feed Quality Control System
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Raw feed compliance examination of would be first conducted; After passing the test, professional quality
control sampling staff would conduct sensory examination according to the Guidance on the Modern
Farming Quality Control Centre Raw Forage Quality Control Operation; Lastly, the accepted raw feed
would undergo an on-site sampling and the selected raw forage would undergo the hygienic indicators
inspection based on the Modern Farming Quality Control Centre Raw Forage Examination Plan.
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Balancing Nutrients of the Feed Formula

k¢ﬁ$éaﬁﬁgg¢ﬂ PRRIBAERXERIBIE M - KANKARZI0BKEZ208KE
ZM e s EREREERE  [AFMEINRE - &P OMAEIRKEFEERNCPM-Dairy® X1 - IR
WFF = .:?)LIZ ?L&ﬁEtFEEE’JTWEEBEE EITMI AT MM I AR T RE - BEBRBEREEF LT

After its birth, calves in took high quahty milk which had been stored in the temperature between 38°C-
40°C, while the temperature of their drinking water lied between 10°C-20°C. In addition, adhering to the
principle of sufficient nutrients in all aspects and “cow-oriented feed modifications”, the nutrition centre
used the most advanced software in the world, CPM-Dairy to design the feed formula of lactating cows
and non-lactating cows based on their lactation status and their respective stage of growth. Farms strictly
followed the formula recipe distributed by the nutrition centre when preparing the Total Mixed Ration.
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Precise and Timely Feeding
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Professional staff would feed cows with designated forage as scheduled. Forage in the feeding channels
needed to be evenly distributed. Distribution of feed was done in accordance with the distribution
standard showing in the cowshed.
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Reliable Safety Guarantee
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The Company adhered to the requirements stipulated in the Animal Epidemic Prevention Law of the People’s
Republic of China, Animal Husbandry Law of the People’s Republic of China, Measures for the Administration
of Animal Quarantine, Epidemic Prevention Law of the People’s Republic of China, Biosafety Regulations
for Diseased Animals and Diseased Animal Products of the People’'s Republic of China and other laws and
regulations as well as the requirements of the Chinese National Medium and Long-term Plan Animal Epidemic
Prevention and Control (2012-2020), focusing on the management of animal epidemic prevention and the
prevention, control and combat of animal diseases. This facilitated the development of the agriculture
industry, protecting the well-being of people and safeguarding the public health. Establishment of a safe
system in respect of dairy cows epidemic prevention could effectively avoid any exposure to incidents of milk
sources.

MEREHE

Safe Epidemic Prevention of Dairy Cows
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Immunization and Quarantine Program for Dairy Cows
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The Company had developed a stringent program on dairy cow immunization and quarantine in
combination with the actual situation of farms. Each year, all farms must vaccinate cows regularly against
FMD, one of animal epidemics with the execution of national compulsory immunization and carry out
immunization of state-specified zoonosis. Besides, we formulated immunization and quarantine plans
against bovine ephemeral fever and other diseases according to the epidemic situation on farms.
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Well-formulated Epidemic Prevention system
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Modern Dairy had formulated Management Regulations on Epidemic Prevention, Management Rules
for Staff Protection, Epidemic Prevention Rules for Entry-Exit of Farm, and Management Rules for
Disinfection Room. The rational layout of the production area, life management area, waste treatment
area, ailing animal area of all farms were required to conduct closed-end management mode such as

effective inspection, disinfection and protection at the entrance or exit of farms.
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Setting Up Area for Diseased Cows
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Farms strictly managed the diseased cow area, which was built in the lee of cowshed and far away from
new-born cow’s breeding area. The Company allocated diseased cows which showed serious symptoms
of infection to the diseased cow area for management and treatment. After being monitored for a week,
cows did not show any abnormalities would be sent back to its original herd.

FEEERFEEENFRRES

Reasonable Disposal of Worthless Dairy Cows and Dead Cows Due to Diseases
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Following the national requirements, the Company proposed a declaration plan in accordance with the
procedures to phase out cow herds that suffered from long-term low-yield or bull which were worthless
for raw milk production. The culled cow in qualified body condition would be sent for sale after the
official veterinary quarantine. In no circumstances did we have intention to sell, transport, process and eat
dead cows died of disease or for unknown reasons. They would be given innocent treatment after death.
During the Reporting Period, the Company sold 111,384 culled cows in total, all of them were sold after

passing the official veterinary quarantine.
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Boosting the Dairy Industry with Purity,
Genuineness, Freshness and Vitality
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Strict Control of Quality Milk
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The Company strictly abided by the Food Safety Law of the PRC, the Product Quality Law of the PRC,
the Animal Husbandry Law of the PRC and other national laws and regulations. We tightly controlled and
monitored the whole process of raw milk production in three stages: at the source, during the production and
at the final stage. We were highly devoted to achieving perfect quality. With the aid of advanced technology,
strict standards and standardized management, we ensured every drop of milk would be pure, genuine, fresh
and vital.

R mE e
Quality Control of Raw Milk
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Control at the Source
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Modern Dairy actively responded to the requirements of State Council General Office 2018 Document
No. 43 to strengthen its management and control at the source, closely monitor and control the feed and
veterinary drugs used in cows breeding, establish a comprehensive safety and risks evaluation system for
dairy products, regularly conduct project review and timely spot and eliminate any potential risks.
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Process Control
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Based on the actual production conditions of farms, Modern Dairy established process-oriented quality
management system, established Critical Control Point on key production stages, and set process food
safety indicators for monitoring, and timely rectified and tracked the potential risks discovered so as to
ensure the quality of raw milk.
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Professional Milking

[E&Em]—.LERX
Integration Model of
"Planting, Breeding
and Processing”
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Terminal Control
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When milking, we prepared medication bath for dairy cows, required the one who
was responsible for milking to disinfect his hands and arms, conducted monthly
check of milking machines, prohibited mastitis milk to be stored in milk inventory
and required every item in contact with milk was food-grade level. The two-hour
milking to processing time maintained active substances in the milk as much as
possible, bringing healthy and nutritious milk to customers.
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The Company adopted the innovative integration model of planting, breeding and
processing qualified by SGS and let the entire production process to be completed
in two hours, which greatly retained active substances in milk.
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We adopted full chain quality tracking system and broadly applied QR code when conducting quality
control and management. From raw feed acceptance to feeding cows, from milking to releasing raw milk,

the quality information platform realized the traceability of the entire process of raw milk production.
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Modern Dairy adhered to the basic principle of “putting milk safety in the highest priority” when
transporting fresh milk and strictly followed the production concept of “strictest standards and strictest

|II

control”. As milk carriers had been classified as special and professional transportation, Modern Dairy,
in 2019, selected 9 logistic companies which had better track record through tendering for cooperation
purpose, and it owned around 300 milk carriers. In respect of the hardware of milk carriers, Modern
Dairy required the front of the vehicle must comply with Limits and Measurement Methods for Pollutant
Emissions of Heavy-Duty Diesel Vehicles (Sixth Phase) (GB17691-2018), the national environmental
protection standard; In respect of the milk tank, it was required to meet the requirements of Automotive
Industry Standards-Fresh Milk Transport Vehicles of the People’s Republic of China (QC/T 23-2014); In
respect of parts in contact with milk, they had to be made by 304 food-grade level stainless steel and
reached the workshop standard; In respect of software-upgrading, the Company further upgraded the
logistic monitoring system in 2019, which included the intelligent and optimized transportation route and
multi-level early warning, realizing a transparent control of fresh milk from farm to factories, increasing the
efficiency and lowering the cost of transportation.

RBEERR

Quality Examination of Raw Milk

e REZEMNEREZR

Well-formulated Quality Examination System
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Among all quality examination systems of Modern Farming, there were a series of inspections and
controls to comprehensively control the quality of raw milk and ensure unqualified raw milk would not be
released.
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The Strictest Quality Standard of Raw Milk
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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. In 2019, all tests in respect of toxins, veterinary drug residue, drug residue
and pollutants passed and no quality safety accident of raw milk occurred.
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The number of somatic cell is 600 thousand
according to Chinese guidelines, 400
thousand in the European Union, and less
than 150 thousand in Modern Dairy. The
standard of Modern Dairy is higher than those
of China and European Union.
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With respect to microorganism, the standard
of the European Union is no more than 100
thousand, and that of China is no more than 2
million after the Melamine Event, and that of
Modern Dairy is less than 10 thousand.
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Being Sincere and Creditable

ARAIBFGHER PEF] HHEERPBREANEE  ALSERZEENEES - RABRET(RE
ARKMBEBEERARE L) (PEARRMBEES L) FERERNER  HE(ERRFHEETEWE)F
RNEHIE - R EE R AR o

The Company adhered to the idea that enterprise should “tell the truth and do practical thing”, maintained a
sincere attitude towards consumers and kept the society informed of the most real and accurate information.
The Company strictly followed the requirements stipulated in laws and regulations such as Law on the
Protection of Consumer Rights and Interests of the People’s Republic of China and Advertising Law of the
People’s Republic of China and established internal systems e.g. Management Measures of Product Complaint
and Inventory Replenishment, to protect the legal rights of consumers.
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The Company treasured the privacy of customers and consumers and prohibited any act to take advantage
from the private information of consumers. Furthermore, we analysed consumers’ satisfaction and spotted
their needs towards dairy products by tracking the comments of Modern Dairy’s dairy products on online
platforms, so as to produce and launch dairy products with better taste and better quality. Through platforms
such as our official website and WeChat official account “Modern Farming”, we timely provided consumers
with the latest information of new farms and dairy products. Promoting healthy lifestyle to consumers and the
public in multi-channels (i.e. online and off-line) could raise their awareness of healthy diet and provide them
with reasonable guidance to build up immunity.
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Healthy “Cow Keeper”
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Modern Farming valued its employees and considered them as great treasure, they benefited by, and
benefited the development of the Company. The Company was responsible for each of its employees and
aware of the protection of staff’s interests. It provided comfortable and safe working environment for its
employees, hoping them to take up duties in their best condition.

ETHEZRE
Protecting Rights and Interests of Employees
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Protection of the legal rights and interests of all employees was the basic element to cultivate talents of them
as well as the foundation for a good enterprise to maintain its position in the market. The Company prepared
internal systems and management methods such as the Human Resources System Compilation, Codes of
Conduct for Employee, Employee Basic Management Manual and Resignation Manual in strict accordance
with the labour Law of the People’s Republic of China, Labour Contract Law of the People’s Republic of China
and other laws and regulations.

s EBRAZEAIRZTIERE

Insisting on Legal and Diversified Employment

RARHBIBERS THER  BRAMBEAEINARGSE - FEHEER RAIRMIAR -—ERTHR
A - @eREMR - Bk REFEEMEENRERERR - KA —BERNEL AISERRAIR
MAT - BERESHR - RARHBETIS053A @ BEREERFREDNOHBEBEE °

The Company forbade use of child labour and forced labour in accordance with the labour practice. The
Company adhered to the principle of equal opportunities and equal pay for equal work and avoided
employment discrimination based on gender, race and nationality. We hoped to employ talents based
on the principle of “being a qualified cow keeper”. As of the end of the Reporting Period, the Company
had 5,053 employees in total, the distributions of which by employment type and age were relatively
reasonable.
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Number and percentage of staff by employment type
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Number and percentage of staff by age group
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Number and percentage of staff by gender
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Male Female
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In terms of recruitment, the Company actively increase its image, widely spread recruitment information,
as well as to cope with the Group’s development strategy and goal. Through recruiting university
students with agriculture university education background, we expand professional talent pool and
provide strong talent support for the Group's rapid growth.
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Case Study “New-born calf is not afraid of WHO"” themed campus
recruitment activity
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In September 2019, to confirm requirement plan of each units, prepare for the events and complete
promotion materials.

2019510 - BEERMB A RRRI7AT - SRGHERR /A -
In October 2019, to confirm 17 major target recruitment institutions and efficiently build a recruiting
team.
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In November 2019, to publicize by ways of campus job fair “Bi-election of Campus” and platforms
like recruitment website, social media, APP for the purpose of attracting university students.
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In December 2019, in order to ensure the successful entry of qualified talent, we maintain effective
communication with the qualified, help each third parties agreement signing work and build an
email list.

R R2PT SR AETERERGO A - RBBHRESEMR RT2% -
Finally, we recruited 65 candidates from 12 high schools, accounting for 72% of overall recruitment
achievement rate.
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Safeguarding the Rights and Interests of Employees
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In terms of remuneration, the Company shall not damage the rights of employees such as unpaid payroll.
We make contributions to “Five Social Insurances and One Housing Fund” ([ i —% ) for employees in
accordance with regulations of National and Local Human Resources and Social Security Bureau as well
as maintain reasonable rate of salary increase to improve employee satisfaction. The average salary has
raised in 2019; in terms of benefits, the Company organized staff health check periodically, encouraged
staff to consider their own health condition seriously. We also provide good working atmosphere,
environmental and green hardware facilities within working environment and protect employees paid
leave right in accordance with the law.

BXRERLEZSR
Occupational Health and Production Safety
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The Company requires lots of front-line workers for the Farm maintenance, cow breeding and raw milk
production. Due to the labour-intensive nature, occupational health and safety is a key issue for employee
management. The Company strictly abides by the national laws and regulations such as the “People’s Republic
of China Work Safety Law” ((HFEA R ZFIE % 2 # E %)), "People’s Republic of China Occupational
Disease Prevention Law” ((#ZE A R ZFIE 2 % 55%)), “ Regulations on the Reporting, Investigation
and Disposition of Work Safety Accidents ” ((£E &5 F & 7 2& EFE 15#))), and has formulated
" Compilation of Safe Production Management Systems " (& 24 EEIEHE=HM)), including “Safety
Production Accidents Management System”({Z 24 EHHE IR HIE)), “Safety Production Emergency
Management System” ((&Z & £ EEZEEHIE)) and other contents to provide employees with multi-faceted
protection from all aspects of occupational safety, epidemic prevention safety, food safety, production safety
and environmental protection safety.
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Strengthen the number and quality requirement of the production safety and occupational health
training to decrease the rate of safety incidents
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The Company requires all farms conduct at least one production safety training and occupational
health training for all employees each month. The specific content and training time of the courses are
determined by each farm according to their needs but at least one lecturer is required to be the farm
manager. The training items cover all employees of the farm; each farm must submit the witness materials
of the production safety and occupational health training of the previous month every month. The
Company’s Human Resources Center will call or conduct on-site inspection to review the implementation
of the employee training status of each farm.

AEIRZZHE  BLLEEERE

Focus on engineering safety maintenance, strengthen supervision and management
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During the Reporting Period, the Company formulated the “Safe and Civilized Management System”
(&Z2XHAEESIE)), and implemented the goal of “zero safety accidents”(Z& 2 %) to the
project department of each farms. In order to strengthen the investigation of hidden safety hazards,
the Engineering Center has organized more than seven group-wide special investigations of hidden
safety hazards, including the investigation of the corrosion of the steel structure of the cow house, the
investigation of the damage to the ground of the cow house, the safety of the buildings in the snow
disaster area, the safety inspection of the heat stress electricity, the investigation of the hidden safety of
the ventilation facilities of the calf house, and the safety inspection of the biogas slurry dam, inspection of

the situation of silage silos’ liquids corroding the ground and effluent ditch, etc.




019FHEARLEERZTERN
Major Measures of Maintenance of Daily Production Safety in 2019
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Strictly implement safety permit and
certificate approval system such as
ignition, restricted space, lifting, high
level, temporary use of electricity,
foundatlon deep excavations, etc.
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Increase the consideration of supplier
safety management standards in
bidding and tendering, and introduce
high-quality ~ suppliers ~ with ~ safe
construction management standards.
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The workers must purchase accidental
injury insurance and wear regulated
construction signage.
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Ignmon in key areas must be designated
onssite fire supervisors, implement safes
protection measures, be equipped wi
firefighting  equipment, and leave
peopﬁ;e to observe and distinguish fire
after the operation.
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In 2019, the Company recorded no production safety-related accident resulting in serious injury or
worse, fire incidents, equipment operations incidents, occupational hygiene and prevention of epidemic

incidents and labour dispute event.
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Strengthen Occupational Disease Protection and Handling
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Under the guidance of the National Occupational Health Standards of the People’s Republic of
China({HZE A & AN B SR E G415 48)), the Company adopted internal management system such
as "Employee Body Check System” (B L& /Z)), organized employee body check periodically,
early detection and strict prevention of occupational diseases. During the Reporting Period, occupational
disease body check coverage rate is 100%, supplementary medical insurance coverage rate up to 100%,

supplementary commercial insurance coverage rate is 100%.
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Proactive "Cow Keeper”
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Employees are the cornerstone of the Company’s growth. Modern Dairy provides employees with diversified
development platform to help employees to move forward together with the Company in their careers,
realizing personal value while also enhancing the Group’s value. Furthermore, the Company cares about the
lives of employees, and strives to help them to maintain physical and mental health, and maintain harmony
between work and life.

BHhEIRRERRE
Help Growth and Development of the Employees
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In 2019, the Company focuses on inviting new forces and consolidating talent capital; carry out hierarchical
and thematic training from the aspects of professional technical ability improvement and management
collaboration ability enhancement; create a fair and transparent promotion system that create integration
channels for new employees and provide motivation for experienced employees.

o INBABRBIES

Strengthen Personnel Flow Control
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After entering the Company, the Company strictly implemented the new employee training process and
adaptation process such as commenced department communication meeting to help new employees
adapt to life and work in a timely manner and integrate in department team. The Company implements
a staff turnover performance evaluation plan, and evaluates the relevant department heads with the
actual monthly staff turnover. It gives positive incentives to units with low turnover rates and negative
incentives to units with high turnover rates. At the same time, the Company also established key position
talent caring system, including both aspects of psychological and career. We know the health status of
employees in time through monthly or quarterly communication. In terms of physical and mental health,
direct supervisors should communicate with employees in a timely manner and resolve their difficulties in
life and work, and relieve their work and mental pressure. In terms of career development, it is required
to fully convey enterprise development information, display the development prospects of the enterprise,
encourage the team to be sincere and united, and promote the rapid development of the enterprise.

During the Reporting Period, the employee turnover rate was 2.53%.
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Establish Key Position Talent Pool
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In order to achieve uninterrupted talents and ensure the normal production and operation of the
Company, the Company establish a talent reserve database for key positions, organizes all units to carry
out talent reserve work in an ordinary manner, and establishes job qualifications such as age, profession,
and work experience according to department personnel and job characteristics.

THrEEERAR
Perfect the Building of Training Structure
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During the Reporting Period, through the refinement of the monthly training target and review the
progress in a timely manner, we achieved the further improvement of the overall number of training and
training hours. The number of training of the whole Company reached 136,674, the total training hours
reached 146,515.87 hours, the average training hours of each employees was 29 hours and the amount of
training expenditures was approximately RMB120,000 in 2019.
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Average staff training hours by gender (Hours)
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Training hours by training category (Hours)

57,891.19/]\F, 39%
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9,605.57/\FF, 7%
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Professional training Management training Other training
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Start a 90-day navigation project for new employees and optimize the training
content for new employees, including extending the training cycle, clarifying
the training process, verification standards and responsible persons, and the
standardization process for new recruits. The training content mainly includes
corporate culture, safe epidemic prevention systems, and basic code of conduct,
etc.. Through the onboarding navigation and training process, the capability of
new employees has been greatly improved. In addition, new employees have also
conducted field-level, workshop-level, and team-level safety education to enhance
their safety awareness.

W RERHA BN TR0 (BREE - &5 B - B - E8F0 - RiEFRL - EFFL
Enhance hardcore skill 423 « REELIRF O - BBHL - TRALEFEZHFLEHISHERZEAEEIE
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Strengthen monthly training management control of the technical support centers
(veterinary, breeding, calf, milking), information center, quality control center,
nutrition center, president office, equipment energy center, financial center,

security center and other centers in the ranch branch office.




BREHRLER
Concentrate center
management

RESES|IE
Play a leading role
by the Group

EBIRIHTRIE
Assisted by innovative
channel
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For department heads, deputy directors of the center, directors or supervisors of
the center, promote the internal training management of the center, accelerate
the improvement of the center’s ability level, strengthen the center’s professional
technical level, and improve the level of support and service to all units.
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Adjust the group’s unified training time, reduce work conflicts, expand the training
audience, improve the group’s unified training instructor level and content
practicality, and convey the group’s business philosophy and culture. For the
group’s administrative level, management level, supervisor level, department
head level, center (deputy) director level personnel, the human resources center
organizes the group-wide unified online video training, and the center deputy
director level or above is responsible for teaching, the training content is mainly
general management courses and analysis of the group's relevant systems, etc.,
are held every quarter in a senior management lecture, which will be taught by
personnel above the level of vice president.

EREASEINENER L - RRFERE  BAINEIEIER - mESELR
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On the basis of exerting internal training power, the company broadens its horizons
and integrates external training resources, such as open courses with advanced
companies and part-time trainer projects, to provide new ideas and inject new
ideas for the cultivation of talents of Modern Dairy.
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Case Study | Part-time internal trainer system building
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In August 2019, Human Resources Center started a part-time internal trainer cultivation program
“Come if You Dare”("$14¥RH 3K ") to share personnel pressure of Headquarter Human Resources
Center and distributed in-depth human resources training into all farms.

BRER - RAEEEEBERBANIAED - B ARE - LBEMEmEE - HERH FRBAIE R
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Selection stage: The company recruited part-time internal trainers in the whole group, a total of 71
people signed up. After two rounds of selection, a total of 44 part-time internal trainer candidates
were selected.
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Training stage: Experienced lecturers were invited to train 44 part-time internal trainers for 3D3N on
experience extraction, course design, and classroom presentation.

REMER - BIERIE - 2B RBAFIEET T RRET - NESRE I 320205 EF#BA
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Qualification stage: After the training, 42 part time internal trainers gave lectures and were
successfully qualified and hired as part time internal trainers in 2020.

BRI - £2020%F - AREERHA4BFRBAFIE A& EZ L IRAEFFIAIEI - P OBEBSE D ER
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Application stage: In 2020, the 44 part-time internal trainers employed this time will widely appear
on the podiums of the internal training of the department, the training of the centre’s farm branch
office and the on-site training of the headquarters to assist the human resources centre to promote

the development of training.
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Case Study Start Open Course
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In 2019, the company uses the leadership and core general skills provided by Mengniu to promote
the construction of management teams and carry out general management ability training. Mengniu
provided a total of 18 open courses on leadership and core general skills. The participants were
mainly farm managers. A total of 18 personnel with deputy director level or above participated in
the open courses.

o FEIEEALTE
Balance of Work and Life
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The Company continuously enriches the after-work life of employees, improves farm life and
entertainment facilities, organizes employees to carry out recreational activities, team competitions or
vocational skills competitions, which effectively encourages employees’ emotions. At the same time,
we care about their family life, assist them in arranging the relationship between family and work, solve

practical problems and worries of employees, and make them work happily and at ease.
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Case Study Modern Dairy Shangzhi Farm participated “Mini Marathon”
activity in Shangzhi City
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On 1 May 2019, the Shangzhi City Federation of Trade Unions held the “Shangzhi City 2019" Tengfei
Cup "Mini Marathon” competition. The Shangzhi Farm Trade Union also responded positively
and organized employees to register. This competition, while uniting friendship of “cow raisers”,
encourages employees to stay fit and cultivate an active and healthy lifestyle.
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Case Study Tongliu Farm conducted personality development training
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On 29 June 2019, the Modern Dairy Tongliao team and the operation and management office
participated in the outdoor personality development training activity. The game requires trust and
teamwork that enable the employees to relax and eliminate barriers, trust each other, support each
other and enable new colleagues integrate in team quickly and feel the warmth of the team.

AR 4.
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Kind-hearted “Cow Keeper”
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For more than ten years, Modern Dairy has effectively implemented poverty alleviation by recruitment from
the poor, visiting difficult households, donating calves to difficult households, imparting breeding techniques,
participating in various charity activities, and donating milk.
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The Integration of “Planting, Breeding and Processing”, drive the industry to poor alleviation
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As the largest aquaculture enterprise in China, the Company bears the important task of guiding the
aquaculture industry to give back to the society and play a good leading role. In response to the national
policy of “one control, two reductions and three basics”, and at the same time, in order to solve the
cow's forage problem, the Company promotes the “enterprise + base + farmers” forage industrialization
management model. In 2019, enterprises ordered 1.07 million mu of forage planting area, which radiated
more than 60,000 farmers around the farms to engage in forage planting and brought direct income of
more than RMB680 million.
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Solve the employment of the local poor, one-to-one social poverty alleviation
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The company implements targeted poverty alleviation to surrounding farmers and herdsmen by donating
feed and cows, and solving the poor’s employment and other “Teach people to self-help” poverty
alleviation methods. Each farm of the Company opens some vacancies to local poor groups. Each farm
gives priority to about 20 vacancies for the poor. The average monthly salary is RMB2,500 or more per
person, which the annual income can be increase by at least RMB30,000. In the past 15 years, Modern
Dairy has taken dairy farming as an industrial chain, has driven the surrounding economy, solved more

than 5,000 unemployment, and directly or indirectly helped more than 1,000 households out of poverty.
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Case Study Targeted poor alleviation conducted by Shangzhi Farm,
donation of weaned bulls to poor households
in Wujimi Township
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In 2019, Modern Dairy (Shangzhi) Co., Ltd. donated 30 weaned bulls to 89 poor households in Ujimi
Township to assist in targeted poverty alleviation and to enable poor households to raise better
quality and healthier bulls. The Company will keep the new-born bulls in rearing mode, and after
weaning, they will be handed over to the Wujimi Township Government to be transferred to dairy
farming cooperatives for breeding, which ensures the healthy growth of the baby bulls and solves
the problem of feeding difficulties for the local poor households.
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Implementation of Precision Poverty Alleviation, Spread the Spirit of Love
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In addition to giving full play to the driving force of production capacity, the Company’s farms all over
the country spread the simple love of “cow raisers in the industry” to the best of their ability by donating
Modern Dairy produced milk materials and improving rural infrastructure construction.
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Bengbu Farm delivers milk and other materials to the B BIRFPVHEED - IRERKEYE

poor in the surrounding villages during the annual Modern Dairy is devoted to sponsor “l speak for
festival. China’s high-quality milk-cross-country cow charity”

activities, through private charity endorsements,
donation of milk and other forms to boost milk
consumption confidence and revitalize the national
dairy industry.
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Case Study Assistance in rural infrastructure development and
construction of damaged country road by Shanghe Farm
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Dazhang Village, Shahe Town, Shanghe is one of the important base villages for pasture forage,
however, the original gravel road in the village has been in disrepair for many years, , which was
damaged seriously,and vehicles were not able to pass through smoothly. In order to strengthen
infrastructure construction, in 2019, Modern Dairy donated RMB200,000 as aid funds to help the
government build country roads.
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Fight Against Epidemic, Overcome Difficulties Together
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As the largest raw milk producer in China, Modern Dairy closely follows the development of the epidemic
situation, works through the difficulties with the society, and actively assumes social responsibilities.
Modern Dairy has actively responded to the national call and immediately made donations. To provide
nutritional support for the epidemic prevention front line, we cumulatively donated RMB10 million worth
of milk products series under Modern Dairy brand and sent it to hospitals, disease control centers,
security posts, monitoring stations, stations and other epidemic prevention sites. We insist on serving the
society with professionalism, dedicating our strength to quality, “Modern Dairy” fully and actively fights
against “epidemic”. In the future, Modern Dairy will also fulfill its social responsibilities on the basis of

safeguarding its own operations and fully support the prevention and control of epidemic diseases.
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Outlook
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In 2020, Modern Dairy will adhere to the corporate goal of “building a world class and the most sophisticated
farms, producing the best quality milk, and achieving the harmonious development between nature, mankind
and animals”, continue to benchmark the “2030 Agenda for Sustainable Development” (€20307] 43 48 2%
[R7#%2)) issued by the United Nations, and improve shared health and sustainable development system,
improve sustainable development management indicators, strengthen the implementation and exploration
of sustainable development, and strive to set a global industry model with sustainable development. In the
future, we will start from the three aspects of economy, environment and society, to promote the sustainable
development of Modern Dairy from the “introduction period” to the “consolidation period”, and then move

toward the “forming period”.
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Economically, we will continue to deeply cultivate the industrial integration development model of “forage
planting-cow breeding-milk processing”, adopt the industry’s advanced technology management experience
to ensure the health of cows and the safety of milk sources. We will rely on the “planting and raising” zero-
distance integrated production model to produce high-quality milk; while strengthening the construction of
the entire industry chain and achieving our own development, we will continue to cooperate with our upstream
and downstream partners to achieve win-win cooperation, driving the healthy growth of the industry chain.
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Environmentally, we will firmly grasp the ecological and environmental protection concept of “Lucid waters
and lush mountains are invaluable assets”. We will build a comprehensive responsibility management system,
strengthen the management’s leading role in the sustainable development strategy, continue to carry out
energy conservation and emission reduction, safe and clean production, promote the safe and low-carbon
operation of enterprises, assist in the construction of environmentally friendly enterprises, and contribute to

the construction of ecological civilization.




el BABHERTHEER  SELE  BDHAEIBERRE  RMEAXHEE  RECENEINHKRA
R BNITEREMHER  EERERRAE BRENAR  BEEE202052 M ENBERER
T E—TRAHBERE  HILREEER BALDHLE -

In the society, we will continue to practice social responsibility, operate in good faith, foster career
development of employees, deepen human care, and promote the mutual development of enterprises
and employees; strive to build a responsible supply chain, continue to promote strategic cooperation, and
achieve mutual benefits and win-win situation. In response to 2020 national strategic goal of all-round poverty
alleviation, we will put further efforts in targeted poverty alleviation, promotion of charity business, and
dedication to society.
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The dairy industry is an indispensable industry for a healthy China strategy. Safety and quality are the key to
make China’s dairy industry bigger and stronger. The construction of large-scale and ecological farms is a must
for the development of the dairy industry. Modern Dairy will continue to adhere to the road of sustainable
development, introduce professional technology, ensure the harmonious development between mankind,
cows, and nature, achieve quality milk production by raising quality grass and excellent cows, firmly grasp
the development cycle of the dairy industry, so as to contribute a solid force for the sustainable economic
development, the resource recycling and utilization and the development of green energy economy.
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ESG Indicators Index
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Level Content Disclosure
Al B —MRIKEE 1.2 ZBERWABA
Emissions General disclosure Greenish Development with Nature
A1.1 12 BeBRMOAA
Greenish Development with Nature
A1.2 12 EeZERBEER
Greenish Development with Nature
A1.3 12 ReFERBOER
Greenish Development with Nature
Al.4 12 MBEERMIAA
Greenish Development with Nature
A15 12 MREERMOLAA
Greenish Development with Nature
A16 12 BeBRMOAA
Greenish Development with Nature
A2 EIRER —MRIKEE 1.2 ZBERWIEA
Use of Resource General disclosure Greenish Development with Nature
A2.1 12 MEERRATANR
Greenish Development with Nature
A2.2 12 BEeZERBEER
Greenish Development with Nature
A2.3 12 HREBERMLAA
Greenish Development with Nature
A2.4 12 MEBRRETAA
Greenish Development with Nature
A2.5 TiE A
NA
A3 BERAAAR | —MEE 12 BEREBLAR
The Environment General disclosure Greenish Development with Nature
and Natural A3.1 12 BEHEIE AR
Resources Greenish Development with Nature
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Level

Bl 1Ef%

Employment

PR
Content
—MIEE

General disclosure

KENLE

Disclosure

41 EEM[EFA
Healthy “Cow Keeper”

B1.1

41 RERIEFA
Healthy “Cow Keeper”

B1.2 BEREFEIR - TEIRN R R E
Recommended disclosure item,
to be disclosed in the future
B2 EEREZE —MRIEE 4.1 REEMIESA

Health and Safety

General disclosure

Healthy “Cow Keeper”

B2.1

41 EEM[EFA
Healthy “Cow Keeper”

B2.2 41 RBESIEFA
Healthy “Cow Keeper”
B2.3 41 RBESHMEFA
Healthy “Cow Keeper”
B3 #E MIEI — R R 42 FERB[EF A

Development and
Training

General disclosure

Proactive “Cow Keeper”

B3.1

ERBEEE  GTEINARREE
Recommended disclosure item,
to be disclosed in the future

B3.2

42 FEHRHIEF A

Proactive “Cow Keeper”

B4 ST AR|
Labour Standards

— R

General disclosure

41 RESIEFA
Healthy “Cow Keeper”

B4.1

41 RBERIEFA
Healthy “Cow Keeper”

B4.2 EEIRERIE
Recommended disclosure item
BS MHEHEERE —RE 1.3 TERHEESRE

Supply Chain
Management

General disclosure

Building Sustainable Industry Chain

B5.1

13 fTERREERRE
Building Sustainable Industry Chain

B5.2

13 fTERRBERRE
Building Sustainable Industry Chain

‘
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Level
B6 EmEMF

Product Reliability

B
Content
—RIEE

General disclosure

HENE
Disclosure
23 FAIEMNLERRE

Reliable Safety Guarantee

31 ESTHEY
Strict Control of Quality Milk
32 E#EFA
Being Sincere and Creditable
B6.1 TNE M
NA
B6.2 32 E#HFA
Being Sincere and Creditable
B6.3 TiE A
NA
B6.4 3.1 BSTH
Strict Control of Quality Milk
B6.5 31 BT
Strict Control of Quality Milk
B7 RES — R EE £ L& FN
Anti-corruption General disclosure Honest Pastoralist
B7.1 TiEA
NA
B7.2 FOEHMEA
Honest Pastoralist
B8 HRIKE — R 43 BENIEFA
Community General disclosure Kind-hearted “Cow Keeper”
Investment BS.1 43 BEM[EEFA]
Kind-hearted “Cow Keeper”
B8.2 43 BAEMIEFA]

Kind-hearted "Cow Keeper”
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