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MANAGEMENT DISCUSSION AND ANALYSIS

THEBEIw RS

BUSINESS REVIEW
Industry Overview

On 10 June 2017, International Farm Comparison Network (IFCN)
announced at the 18th IFCN Dairy Conference held in Kiel, Germany,
that the global dairy crisis, which lasted for four years since the end of
2013, has duly ended and the milk prices will enter into a phase of steady
growth as the global oversupply of raw milk in a macro circumstance is
almost under control, and supply and demand balance is fundamentally
stable. From January to May 2017, the milk production of dairy products
in the major exporting countries was 118,810,000 tons, decreased by
1.10% from last year, which was mainly attributable to the fact that the
low milk prices in the past three years has led to a decline in global dairy
herd size. It is expected that the demand will dominate the market in the
next two to three years. In the short term, with the northern hemisphere
entering into summer, the insufficient supply due to a decrease in the
production of raw milk from the main producing countries of raw milk
will play a role in pushing up the milk prices.

In China, after Chinese Lunar New Year in 2017, the decrease in demand
for raw milk by the major dairy enterprises and a short-term oversupply in
the raw milk market resulted in a decline of raw milk prices. During the
summer of 2017, raw milk production decreased due to the heat stress
of cows caused by the high temperature and rainy weather throughout
the country. After the decline in milk production, the requirements of
purchasing raw milk of dairy enterprises had been significantly relaxed,
and more efforts were made in providing support and incentives in respect
of the heat stress work in farm so as to prevent continuous and significant
decline in milk production, despite there being no shortage of milk supply.
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BRE #EFEHEELREE T —tF—EFRA
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MANAGEMENT DISCUSSION AND ANALYSIS B Estam Kk 24

During the first half of 2017, numerous activities were organized by
relevant state authorities and industry associations, so as to promote the
development of the industry, including, among others, “Quality Report
of China Dairy Industry (2017)" (R EImE#HE(2017))) released
by the Dairy Association of China, together with Milk and Dairy Product
Quality Supervision, Inspection and Test Center of Ministry of Agriculture
(B2 RN & i B BS B BRI A0y, the 8th Dairy Conference
of China & 2017 China Dairy Exhibition held by the Dairy Association of
China; 2017 China’s Dairy Industry D20 Summit held with the theme of
“Building Brands and Revitalizing Dairy Industry”; D20 enterprises have
built a good corporate image by donation of dairy products worth RMB44
million to the students in impoverished areas in the “Milk Action to Build
a Well-off Society in China” (FFB/NGEAFED3778)) which was sponsored
by Ministry of Agriculture and the Dairy Association of China; Each of
the industry initiatives helped the orderly development of China’s dairy
industry and the establishment of national brands, and further promoted
the consumption of dairy products.

SINCE 1961
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MANAGEMENT DISCUSSION AND ANALYSIS %

Business Review

China Modern Dairy Holdings Limited (the “Company”) and its
subsidiaries (together, the “Group”) is primarily engaged in two business
segments: (i) dairy farming business, which mainly involves the production
and sales of raw milk to customers for processing into dairy products; and
(i) the business of liquid milk of our own brand, which mainly involves the
production and sales of liquid milk products.

For the six months ended 30 June 2017, the Group’s unit price of the
raw milk decreased from RMB4.04/kg in the same period of the last year
to RMB3.59/kg, down by 11.14%. With the increase in the numbers of
dairy cows and milk yield per cow, the milk yield of the Group in the first
half of 2017 amounted to 598,000 tons, representing a year-on-year
increase of 7.75%. During the reporting period, the sales revenue of raw
milk realized by the Group as a whole was RMB1.939 billion, increased
by 23.23% on a year-on-year basis. Benefiting from the cost control and
an increase in milk yield, the gross margin of the Group’s raw milk sales
business decreased by 5.5 percentage points in the first half of the year,
a decline, to a lesser extent, than that in the raw milk price for the same
period. Affected by the sluggish market demand and the transition of
brand milk business, the sales and profit from the business of liquid milk
of the Group with our own brand significantly decreased in the first half
of 2017.

Despite that the external operating environment was still hard, all
indicators in terms of operation have achieved certain extent of
improvements. For the six months ended 30 June 2017, the Group’s milk
yield per cow was 9.8 tons, which increased by 0.4 tons from 9.4 tons
in the same period of last year, while cash cost of raw milk decreased to
RMB2.42/kg from RMB2.51/kg for the same period of last year.

As a pioneer in domestic large-scale farming, the Group has won
widespread recognition from both domestic and overseas food and
technological sectors successively. In May 2017, room-temperature pure
milk of the Group was awarded with the gold prize in food category at
the Monde Selection for the fourth time, becoming the only product
which won the award for four times in our country; while the room-
temperature yogurt was also awarded the silver prize in food category for
the first time. In June 2017, the Group’s production mode of “Integration
of Planting, Breeding and Processing” was officially qualified with SGS
certification by Société Générale de Surveillance S.A., becoming the first
and only enterprise in China qualified with SGS certification, which meant
that our advanced production mode had passed the stringent inspection
conducted by the international authoritative inspection institution and
achieved the world-class standards. With the authentication of the
room-temperature and pasteurized milk being recognised as quality
milk, the Group has become the first enterprise with such acceptance of
certification.

n CHINA MODERN DAIRY HOLDINGS LTD. INTERIM REPORT 2017
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MANAGEMENT DISCUSSION AND ANALYSIS B EsTim & o4

Since China Mengniu Dairy Company Limited (“Mengniu Company”,
together with its subsidiaries, the “Mengniu Group”) completed the
mandatory cash offer for the Company in March 2017, there has been
close cooperation between the Company and Mengniu Company. On 16
June 2017, the Company initially entered into a supply and processing
framework agreement with Mengniu Group, which is still subject to
the Company’s independent shareholders’ approval. The synergistic
cooperation will not only help the Company improve its profitability but
also promote the long-term development of the milk under the brand of
the Group. On 11 July 2017, the Company and Mengniu jointly launched
a key strategic product, “fresh” pure milk. Its innovative design of the
silver “refrigerator” concept symbolizes that the product packaging keeps
milk fresh as a refrigerator does. Also on the refrigerator-style design is
a LCD panel which underlines the characteristic of “only two hours from
milking to processing”. Such design aims to expand the sales market and
bring more development opportunities.
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OUR FARMS RPN ERS

i A4035 Shangzhi farm
2) iBEHBUS Tongliao farm

6) EHug (— == W)
Saibei farm |, II, lll, IV
=AM (— - =~ =H) Chabeifarm|, I, Il

mg;@ 1B 45 Hengsheng farm
Ep $ A ERE & # FIFR4IS Helingeer farm

The People’s Republic of China X L4 Wenshang farm
@ L=2bie + ZHj) Bengbufarm|, II

B -@® #1248 (= - [WE) Bengbu farm Il IV
JEER#E (— ~ ZHi) Feidong farm |, Il
555211148035 Maanshan farm
BHHE (— + =H)) Baojifarm|, Il
SHHEHRIS Hongya farm
BOAEE (— -~ —H1) Shanghe farm |, Il
IS (— ~ =H1) Shuangcheng farm |, Ii

As of 30 June 2017, the Group had 26 self-owned farms in the People’'s #HE-—ZT—+®FA=+H  KEFELEHEARLT
Republic of China (“PRC") with a total of approximately 223,217 dairy ME([FE]) BE LiE26EEHIS - £HL223,217

cows. SE L o
Herd size BERE
<N IR P 31 December 2016
—ZE—REF
+=A=+—~
Heads
| G}
Dairy cows L4
Milkable cows A 117,240 119,286
Heifers and calves NELA RN 105,977 109,914
Total number of dairy cows LA ARG 223,217 229,200
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MANAGEMENT DISCUSSION AND ANALYSIS B Estam Kk 24

We are the largest dairy farming company in terms of herd size as well as
the largest raw milk producer in the PRC. As at 30 June 2017, the current
herd size is 223,217 compared to 229,200 as at 31 December 2016.

Raw Milk Price for External Sales

BFATESZAPESEQNT(ABERET) ALK
KBRIAEER R-ZET—+EXA=1tH BHEE
BRI AE22321788 —E—RF+-_A=+—H%A
229,2005 °

Raw Milk Cash Cost™

SMNERL S EE R B S A
(RMB/kg) (RMB/kg)
(AE¥AFT) (AE¥AF)
454

2.83

1H2015 1H2016 1H2017 1H2015 1H2016 1H2017
T —RFE¥F ZENF RN TR E¥F —T—RFE¥EF ZENFEYF ZE I RF
Note: I3E

(1) The cost of sales raw milk (before eliminating the internal related costs of
sales of the supply of raw milk) excluding the depreciation divided by the sales
volume of raw milk (before eliminating the internal sales of raw milk).

MILK YIELD

The Group's performance is directly affected by the milk yield per cow. In
general, when the milk yield per cow improves the unit cost of production
will decrease. Milk yield per cow is affected by a number of factors, such
as a cow'’s stage of lactation, breed, genetics and feed mix. The Group
has achieved an average annual milk yield per cow of 9.8 tons during the
reporting period, representing an increase of 4.26% from 9.4 tons for last
corresponding period. Such results are attributable to the effective herd
management, genetic improvement of our cows throughout generations
and increase in number of cows reaching the peak stage of lactation.

() RYIEEE AR (81 L8 IR 473 0 79 B0 48 R S B AR AR AT
(TMRIEFERARDHE 2 (HHEAREERYA) -

EfNE

AEENEESTBENTNENSEEYE - — KM
T EEHENFNENSAANE  EEBMHEF
PMRERAFEERD FHENFENEXZBAE
P - ILAHNINBE R - BIE ~ BE - MR
it o RREHRM  AEBESFHEEDNFFENE
9.8Mf » B EFRHMAMEIEIN4.26% > E2EANE
MMEBRERE SR RARSIFERUAREZD
FIER NI S IEEAFTEL -
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FINANCIAL OVERVIEW
Revenue
The following table sets out the breakdown of consolidated revenue by

two operating segments for the six months ended 30 June 2017 and 30
June 2016:

2017
“E—tf§
External Sales  Internal Sales

HEHE REHE

RMB'000 RMB'000

ARBTT ARETR

Sales of dairy farming business M EREEEER 1,939,288 139,032
Sales of liquid milk products business REEEMEEEK 405,092 -

Consolidated revenue AHHIA 2,344,380 139,032

The Group's revenue increased by 5.16% from RMB2.229 billion for the
six months ended 30 June 2016 to RMB2.344 billion for the six months
ended 30 June 2017 primarily due to the increase in sales of raw milk.

Dairy farming business

Despite that the selling price of raw milk (as an aggregate of external and
internal sale) decreased by 10.44% as compared to the corresponding
period last year, revenue from our dairy farming business increased by
8.53% as compared to the corresponding period last year. Such increase
was primarily due to an increase in our raw milk sales volume of 21.18% as
compared to the corresponding period last year. The following table sets
out the sales amount, sales volume and average selling price (ASP) of our
raw milk for the periods indicated:

2017
—E-tf
Sales amount  Sales volume
HEWA HEER
RMB'000 tons
ARBTT ]
Raw milk R
External sales ShEbeEE 1,939,288 539,716
Internal sales AEEE 139,032 31,7177
Subtotal et 2,078,320 577,493

n CHINA MODERN DAIRY HOLDINGS LTD. INTERIM REPORT 2017

B HBR
PN
TRABRHE-TtFAASTAR-E—AF

ANA=TRLEANERMERED #BE GFRAREDT

Six months ended 30 June
BEAA=TRALAER

2016

—ZRF
MIGIEI  External Sales  Internal Sales Subtotal
Nt ShEvHE NEHE N
RMB'000 RMB'000 RMB'000 RMB'000
AR¥ETR AEETT ARETT ARBFT
2,078,320 1,573,715 341,272 1,914,987
405,092 655,395 - 655,395
2,483,412 2,229,110 341,272 2,570,382

REENRABBZE-_Z—<"F~A=ZTHLNEAA
HARBE22 208 EAS16%EHE T —+F/5A
=THEIENEAMARE23.448T 0 EHANTERE
BIRIEE S NFTER -

M4 BERK

BERPINEREY (SN R AR @) EEREF R
TF£10.44% @ BERBEMNPFEBEEFVRAREFR
HIEN8.53% + TR EMNRMNRNHEEREF
RIH_ETT21.18% 2 - BRAFMRHIFA R HHE
WA~ HEERTFHEEFR TR

Six months ended 30 June
BEAA=TRLEAER

2016
“TRE

I\ Sales amount Sales volume ASP

FHER HEWRA HEE HIER
RMB/KG RMB'000 tons RMB/KG
AR¥RT/ DR ARBFIL B AREL/ D
3.59 1,573,715 389,437 4.04

3.68 341,272 87,118 392

3.60 1,914,987 476,555 4.02
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Liquid milk products business WEEE mER
Revenue from our liquid milk products business decreased by 38.17%  JRAENEREBHWABHE_Z—RENA=1H
from RMB655 million for the six months ended 30 June 2016 to RMB405  |F7<{E A B A R#E6 55E TR 4 38.17% EH E —

—tFRNA=ZTHLERNEANAREL405ET - BE

—+tFERZE—ARFAAZTBHIEAEAR KRR
MERBVADBEZSEMAHEETEN17.28% K
29.40% °

million for the six months ended 30 June 2017, which accounted for
29.4% and 17.28% of our consolidated turnover for the six months
ended 30 June 2017 and 2016, respectively.

REBR@EDTSERENTE - RIRREDEHE
EEBHET—"FA=+THILEXEAMTE,229
WER L4347 % EHE T —+FNA=+THIAEA
#943,09208 o R PR B MR BRI E A SHEUA
HEERTHEEHMT

Due to the impact of sluggish market demand and transition of brand
milk market, total sales volume of our liquid milk decreased by 43.47%
from 76,229 tons for the six months ended 30 June 2016 to 43,092 tons
for the six months ended 30 June 2017. The following table sets out the
breakdown of sales amount, sales volume and average selling price of our
liquid milk products for the periods indicated:

Six months ended 30 June

HBEAAZTHILAER

2017 2016
it b of -3 —ERE
Sales amount  Sales volume P\ Sales amount  Sales volume ASP
HEWA HEE FHEE HERA HES THERE
RMB'000 tons RMB/KG RMB'000 tons RMB/KG
ARBT T M AR%T/ AT NSRS W ARMT/ BT
Liquid milk products TREETE R 405,092 43,092 9.40 655,395 76,229 8.60
COST OF SALES BEFORE RAW MILK FAIR VALUE [/ (8 R 5T 10 84 & 5 A
ADJUSTMENT
The Group's cost of sales before raw milk fair value adjustment primarily ~ RN&EEH R AT EFHZANEEXRTFEIET

consisted of dairy farming cost and liquid milk products cost. Cost of sales
before biological fair value adjustment of dairy farming business included
raw materials, labor cost, utilities, depreciation and other farm costs. Cost
of sales of liquid milk products business included raw materials, labor cost,
depreciation, utilities and other processing costs. The following table sets
forth the breakdown of the cost of sales for our products for the periods
indicated:

FERIERARBEDERKAE - HFBRBEXRFHNEY
NHEABAREERABRRTH - STHRA - A
REXER TERBBGHEMRAX - REPERE
BOHERNBERMH - STRA - 18 - JHE
EERAREMMIKAR - TREIIANEBEERNPIT
HARI RO SHEE AR BAA
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Cost of sales before raw milk fair value adjustment of ERINAFEAZRANWDEEEEREERK
dairy farming business

Six months ended 30 June

BEAA=THILEAREA

2017 2016
—E—tfF ZE—RF

RMB’000 RMB’000 %
AR¥T T AREFTT Btk
Raw materials R 1,142,298 980,486 75.99%
Labor cost BT 102,753 76,485 5.93%
Utilities NRAEXEHR 32,865 28,116 2.18%
Depreciation e 117,976 94,765 7.34%

Other costs of farms BHUGEAR Y 119,140 110,470 8.56%

Subtotal of cost of sales before R A EFHERTR
raw milk fair value adjustment of 4B XK ILE

dairy farming business ARG 1,515,032 1,290,322 100%
Inter-segment cost RIEBRK 2N (101,111) (232,388)
Cost of external sales before REHL AT EFAERTR

raw milk fair value adjustment of — #i4-EIE 2SN E

dairy farming business D% 1,413,921 1,057,934

With the increase in the sales volume of raw milk, total raw materials  BEZEERIEEMIEH - HE2-_E—+F,<A=+HI1-
(before eliminating cost of sales in relation to internal supply of raw milk)  7<{E B #9428 R A KL 2N (3 84 70 26 Rk 1) 44 e 4R 78 8
for the six months ended 30 June 2017 increased to RMB1,142 million & Af) HEEREAARKISETIEE AR
from RMB980 million for the corresponding period last year, representing  11.42{&7T  [FIHBHIILIE A£16.50% o

an increase of 16.50%.

Meanwhile, the cost (excluding depreciation) per ton of raw milk sold  [E& « FKFIE H B GMEREH AR A (K 85 R 28R EHD
(before offsetting cost of sales in relation to internal consumption of raw  SHFEIEBASEERAAT) (BRITESN) - AEEREHAR
milk) decreased by 3.57% from RMB2,509 for the corresponding period — #2 509 EEHE —E—+FxA=+HINEA
last year to RMB2,419 for the six months ended 30 June 2017, mainly due ) A R#2,4197T * [&18/A3.57% * TELHAREED

to an increase in annual milk yield per cow. S FENER AT -
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Cost of sales of liquid milk product business

Raw materials R #L

Labor cost BT
Depreciation EiiR=

Utilities NHEEBR

H AR HI TR

Other processing costs

Subtotal of cost of sales before raw FREIA F(EFAEFIH

milk fair value adjustment of IREEINE RETSHE
liquid milk product business ARG
Inter-segment cost RIEBR A
Cost of external sales before raw  [REH A FEFEATH
milk fair value adjustment of TR AEYNEE fu ST HNED
liquid milk product business SHE AR

Raw material cost for the six months ended 30 June 2017 decreased from
RMB457.8 million for the corresponding period last year to RMB280.0
million, representing a decrease of 38.83%. Sales of our liquid milk
decreased by 38.19% to RMB405.1 million for the six months ended 30
June 2016 from RMB655.4 million for the corresponding period last year.

Cost (excluding depreciation) per ton of liquid milk sold increased from
RMB6,716 for the corresponding period last year to RMB7,686 for the six
months ended 30 June 2017, representing an increase of 14.44%. It was

due to inadequate utilization of productivity.

REEYIE m R TV $H E A

RMB'000
AR®T R

280,029
15,711
26,260
11,579
23,893

357,472
(45,997)

311,475

Six months ended 30 June
BEXA=THLARMER
2017
==E—tF

2016
—E—RF

RMB’000 %
AREETFTT Bkt
457,756 85.58%
15,944 2.98%
22,919 4.29%
12,855 2.40%
25,382 4.75%
534,856 100%

(89,049)

445,807

HE_ZT—tFNA=ZTHLEANEANEM KA H
EFREMARKE47TSEELHLEARKE280.08
BT - I8 A38.83% o HMMRRENEERAEFR
HMARKEES54B BB 3819%EHE_T—X
FARA=THIEAERAMNAREKA1BET -

BMEHOBHEREDNEANBRITEN) - BEFR
B AREe 716mEMEHE=—2—+tF,~A=+H
IEANEARARYET 6867T + L1852 14.44% - EE 2

REREM AR RATEL -
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AR

Gross profit and gross profit margin ERNREFR
The following table sets forth the breakdown of our gross profit and gross T < & 51| 5 FIi8 4 B M B 275 5 A FT R BRI EF
profit margin of our two operating segments for the periods indicated: NEFIRBMSHT :
Six months ended 30 June
BEARA=THLXEA
2017 2016
—=—+tF —E-RF
Gross profit Gross profit
Gross profit margin Gross profit margin
EH ERIE EA ESES
RMB’'000 RMB’000
ARET T ARBFT
Dairy farming business M BIEET
Before elimination A 563,288 624,665 32.62%
After elimination HiHi 525,367 515,781 32.77%
Liquid milk products business TREEWE R ET
Before elimination HEA 120,539 18.39%
After elimination N1 209,588 31.98%

° Dairy farming business

Gross profit of our dairy farming business (before eliminating cost of
sales in relation to internal supply of raw milk) decreased by 9.83%
from RMB624.7 million for the six months ended 30 June 2016
to RMB563.3 million for the six months ended 30 June 2017. The
decrease above was primarily due to the decrease in selling price of

raw milk.

Gross profit margin of our dairy farming business (before eliminating

cost of sales in relation to internal supply of raw milk) decreased
from 32.62% for the six months ended 30 June 2016 to 27.10% for
the six months ended 30 June 2017, primarily due to the decline in

selling price of raw milk.

° Liquid milk products business

Gross profit of our liquid milk products business decreased by
60.50% from RMB120.5 million for the six months ended 30 June
2016 to RMB47.6 million for the six months ended 30 June 2017.
Gross profit margin of our liquid milk products business decreased
from 18.39% for the six months ended 30 June 2016 to 11.76%
for the six months ended 30 June 2017. The decrease above was
primarily due to the decrease in sales volume of our branded milk
products and the increase in the costs resulting from the inadequacy

of utilization of productivity.
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LOSSES ARISING FROM CHANGES IN THE DIARY COW
FAIR VALUE LESS COSTS TO SELL OF DAIRY COWS

The Group's dairy cows were fair valued by the directors of the Company
on 30 June 2017 while the value of the Group’s dairy cows as at 31
December 2016 has been arrived at on the basis of an independent
valuation carried out by Jones Lang LaSalle Corporate Appraisal and
Advisory Limited. Losses arising from changes in the dairy cow fair value
less costs to sell of dairy cows were RMB497.08 million for the six months
ended 30 June 2017 (six months ended 30 June 2016: RMB499.2 million),
mainly attributable to the decrease in selling price of raw milk.

GAINS ARISING ON INITIAL RECOGNITION OF AT
FAIR VALUE LESS COSTS TO SELL AT THE POINT
OF RAW MILK HARVEST

Our gains arising from initial recognition at fair value less costs to sell at
the point of raw milk harvest decreased by 10.0% from RMB557.3 million
for the six months end 30 June 2016 to RMB501.4 million for the six
months ended 30 June 2017, mainly due to the decline in the selling price
of raw milk.

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

OTHER INCOME

For the six months ended 30 June 2017, other income amounted to
RMB27.8 million (six months ended 30 June 2016: RMB40.2 million).
Other income mainly consisted of government grants and interest
income, of which interest income for the six months ended 30 June 2017
amounted to RMB5.3 million (for the six months ended 30 June 2016:
RMB5.0 million), and government grants for the six months ended 30
June 2017 amounted to RMB13.8 million (for the six months ended 30
June 2016: RMB32.7 million). Government grants mainly consisted of
subsidies for agricultural projects and subsidies for the operations of the
Group.

AR E S

AF D FEEZBHRIAFTHEREFELENES
|

AEEIFTRARREER T —tFA=1H
EHAFEE  MAKREAFR -_T—R"F+_-A

=+ —HOEERHMEHTEETHRBRABRA
RIETEYEEMER -HE=-Z—tF~A=1+H
LEXEA - G R FEEBRILF HEREAEENE
BAARK4L7.08EE L(HE-_E—X~FA=+H
WEAREA : ARB4A992BET) - FZZAHRERE
EE TFEPTEL -

RERHG R 1R A P EREE RS D8
RELENWE

BAIR RR DU RE RS 12 N TER S B A AN IR TR E
EEE’]LBZ gﬁi EE /\EE/\)E]*—T—E'_U:/\{.)EJ E"]A
R¥S573H B TREI10.0%EEHE T —+F <A
=THIEANEANARESOI4RET - TERHNE
RSB TR ©

B S E R E IR AP ER B ER AR E
BN REY) - MAFEREEXNAEMEENE
BRAAS Z R E R ABER o

HAug A

HEZT—tFA=ZTHLEAEAR  HABA
E%ZTSE%%(%@ —E-ARFERNA=ZTHLEARE
A AR®402887T) - HRA T2 BREBUTHERL
EFBWA ERHE-T—+FNA=ZTHIEANE
AREBWMARARESIBEET(BHE_Z—REXA
Zt+HIENREAR : ARKESOEE L) HbEE2—F

—tFRA=ZTHLEANEARGHEERARK13.88
BLT(HE-Z-RFRA=THILRER : ARK
32788 c WTHD eI ERFEHERBENENR
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OPERATING EXPENSES

Selling and distribution costs SHE K SEBCA
Administrative expenses 1T 2
Total operating expenses LS e

Our operating expenses increased from RMB266.1 million for the six
months ended 30 June 2016 to RMB454.0 million for the six months
ended 30 June 2017.

° Selling and distribution costs

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

The amount of raw milk transportation costs included in selling and
distribution costs increased to RMB73.6 million for the six months ended
30 June 2017 from RMB50.6 million for the corresponding period of last
year, mainly attributable to an increase in the sales volume of raw milk
and the expanded transportation distance for sales of raw milk.

The amount of liquid milk marketing and promotion expenses included
in selling and distribution costs increased to RMB80.1 million for the six
months ended 30 June 2017 from RMB6.2 million for the corresponding
period of last year, mainly attributable to an increase in our allocation
of market publicity expenses to tackle intensive market competition
from branded products and to increase the market share of our branded
products.
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Six months ended 30 June

BEAA=THLENER

2017 2016
—E—+tF ZE—RF
RMB’000 RMB’000
AT T AT
(unaudited) (unaudited)
(REER) (REEER)
244,351 136,172
209,691 129,891
454,042 266,063

BMMCERTHEE=T— +
ARARE266 1 EELMEHEZE-—"T—tF A=
BIEAERMARKAS408ETT ©

|
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The breakdown of selling expenses is set forth below:

Farm segment 55 0
Transportation costs kg

Liquid milk segment EE bR
Transportation, loading and unloading costs BREHE

Staff remuneration BT HN

Publicity expenses EEE

Others Hh

Business tax and surcharge EEDE KM
Total selling and distribution costs HE R HKR AN A

° Administrative expenses

Administrative expenses mainly consisted of, among other things,
remuneration of management (including equity-based share option
expenses) and depreciation of office buildings, staff quarters and facilities,
of which remuneration of management (excluding equity-based share
option expenses) increased from RMB50.2 million for the six months
ended 30 June 2016 to RMB58.7 million for the six months ended 30
June 2017.

During the six months ended 30 June 2017, equity-based share option
expenses included in the administrative expenses amounted to RMB83.0
million as compared to RMB12.5 million for the six months ended 30
June 2016, representing an increase of 564.00%. It was mainly due to
a one-off amortization of remaining unamortized value of options after
the acceptance by staffs of the offer made by Mengniu in respect of their
options during the reporting period.

HEEMBPAWT

Six months ended 30 June
BZ/R<A=1tHILAEAR

2017 2016
—E—tHF ZE—RF
RMB’000 RMB’'000
AT T ABFT
(unaudited) (unaudited)
(REEFZ) (Rig#EZ)
73,618 50,570
34,321 66,549
22,217 4,380
80,138 6,150
33,018 8,430
1,039 93
244,351 136,172

TR

TRAXTREREEASHM(SAREEEOBK
RSO M AE BTHESERENES  HPEE
ABFHFM(TEENBEEENRBRERS ) mEE—

=
EHZE

BETT -

NEANAZTHIEAEARHARES02EHE TG
—tFXNA=ZTRHIEANEANARKSS7

HE-Z—+FNA=TB I NERTTHREH AR
EEENERERYAARKES0AEL  BHE-Z
—NFEANA=ZFTHERNEABAREI1255& T - &
18564.00% + TEEHMNMEHHME THEEZSEF
B - HIETIS R B IS E(E R AT ER -
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OTHER GAINS AND LOSSES

Losses arising from other gains and losses amounted to RMB183.2 million
(six months ended 30 June 2016: losses arising from other gains and
losses amounted to RMB388.8 million). Other gains and losses mainly
consisted of, among other things, net loss (gain) of fair value arising from
financial liabilities measured at fair value through profit or loss (FVTPL), net
amount of foreign exchange losses and impairment loss from receivables.

As a result of the failure of certain distributors to settle the trade
receivables on time when they were due, the Group has therefore
recognized an impairment loss of RMB156.4 million accordingly. A loss of
fair value of RMB387.8 million arising from financial liabilities measured

FVTPL was recorded for the same period last year.

FINANCE CHARGES

Finance charges decreased slightly from RMB195.8 million of the
corresponding period last year to RMB183.0 million for the six months
ended 30 June 2017. The slight decrease in finance costs was mainly
due to one-off amortization of initial fees of RMB35.7 million due to the
early repayment of the offshore borrowings of USD390.0 million for the

corresponding period last year.

LOSS ATTRIBUTABLE TO THE OWNERS OF THE

COMPANY

Taking into account of all the above factors, the loss attributable to
owners of the Company was RMB666.3 million for the six months ended
30 June 2017. The loss attributable to the owners of the Company was

RMB565.7 million for the six months ended 30 June 2016.

Basic loss per share was approximately RMB11.20 cents (six months ended
30 June 2016: basic earnings per share of RMB10.66 cents).

LIQUIDITY AND FINANCIAL RESOURCES

For the six months ended 30 June 2017, the Group's cash flow used in
operating activities amounted to RMB0.57 million, as compared to net
cash generated from operating activities of RMB404.4 million for the six

months ended 30 June 2016.

As at 30 June 2017, the Group's available and unutilized banking facilities
amounted to approximately RMB5,155.1 million (31 December 2016:
RMB6,709.3 million). In the opinion of the Group’s management, the
working capital available to the Group is sufficient to meet its present

needs.
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Interest-bearing borrowings

As at 30 June 2017, the interest-bearing debt ratio, being the ratio of total
interest-bearing borrowings to total assets, was 42.5% (31 December
2016: 38.22%). As at 30 June 2017, all interest-bearing borrowings were

denominated in Renminbi.

BEMER

=T L SAS TR AEARLE (DA

BEHEEENLR)BA25%(=
A:%- H :3822%) °
BEEEFTHUARKERE -

T—XF+=-A

RZZE—LFA=Z+H " FT

<N LR P 31 December 2016

—E—+tF —E—REF
AR =l - HA=+—H
RMB’000 RMB'000
A¥T T ABF T
(Unaudited) (Audited)
(REEX) (&%)
Bank borrowings IRITIEFK 3,415,445 3,885,825
Short-term debenture MHES 499,394 799,425
Medium-term notes EAZE 1,796,450 1,796,605
Corporate bonds TEES 1,045,820 249,020
Other borrowing Hib gk 435,129 75,489
7,192,238 6,806,364
Carrying value repayable: FEERARENE -

Within one year —F AR 4,754,478 4,116,277
Between one and two years —ZEWER 1,132,940 1,367,902
Between two and five years MERFRA 1,304,820 1,322,185
7,192,238 6,806,364

Bank borrowings $RITEFR

The annual interest rate of the bank borrowings for the six months ended 2Tt NFEANA=THIEANERA - SRITER
30 June 2017 varied from 0.90% to 6.40% (six months ended 30 June  HEF|ZREIEE090%5E6.40% (HE - —NENH
2016: 1.81% to0 6.40%). =F+BHIEAEA 1.81%26.40%) °

The table below sets forth our short-term and long-term bank borrowings T &5l #&#H MR 5T~ B IR B H3 R R ERR/TIE 3k -
for the dates indicated below:

<N EDE RN 31 December 2016

—ET—tF —T-RE
~A=+H +—A=+—~H
RMB’000 RMB’000
AT T ANEBT T
(Unaudited) (Audited)
(REER) (e&Ez)
Bank borrowings ERITIEFK 3,415,445 3,885,825
Unsecured borrowings IR EE 1,624,495 2,000,736
Secured borrowings ERRER 222,950 404,589
Guaranteed borrowings BREREER 1,568,000 1,480,500
3,415,445 3,885,825

Carrying amount repayable: FE(EBERTEE :
Within one year —FEUR 2,638,945 3,278,325
Between one to two years —ZEWEA 517,500 133,000
Between two to five years MERFEA 259,000 474,500
3,415,445 3,885,825
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Other borrowings

In June 2016, the Group entered into a financing arrangement with Far
Eastern Leasing Co., Ltd, pursuant to which the Group transferred the
legal title of certain equipment of the Group to Far Eastern Leasing Co.,
Ltd at net consideration of RMB96,250,000. The Group is obligated
to pay quarterly instalment of RMB11,325,000 from July 2016 to July
2018 and the remaining balance of RMB6,913,000 will be paid in
October 2018. Upon the maturity of the lease, the Group is entitled to
buy back the equipment at cash consideration of RMB100. Despite that
the arrangement takes a legal form of a lease, the Group accounted
for the arrangement as a collateralised borrowing at amortised cost
using effective interest method in accordance with the substance of the
arrangement.

In May 2017, the Group entered into two entrusted loan agreements
with Mengniu Group and Agricultural Bank of China ("ABC"), pursuant
to which, Mengniu Group agreed to offer borrowing facilities of
RMB1,500,000,000 to the Group through ABC. The borrowing facilities
will mature in May 2020 and bear interest at rates determined based on
the benchmark interest rate of People’s Bank of China. During the current
period, the Group drew down borrowings of RMB377,000,000 under the
agreements. The borrowings will mature within one year and bear interest
at rates ranged from 3.96% to 4.00% per annum.

AR

H b ER
RIZZT—RFRA - NEE HFar Eastern Leasing Co.,

LdET R E i - Bt - AEEUFEFREARY
96,250,000 7T [d] Far Eastern Leasing Co., Ltd## &% T

BB ERERE - AEBBEEANR T —AFLAZE
—E-N\FLAINEESHFEAR11,325,000

TC - ME LR ARE6,913,000 B R T — N\
T+ AZN - REERIER - AEBEREUREREA
RE100LIERIRME - BERSRBEEEERN - K
SERBELHEEANDEAER A BB HEK A
ZHEARABEIRER

RZZT—+tFRA A5EESESFEBETRHEE
BIT(TERTDIYMBZTER B Bt 5
GFEERESRRITARAEBIERERBREARYE
1,500,000,0007T ° fEREE KN T _FF h A 5|5
WiEH B A RIBITEER KB - AR - ANEE
EARIEE B IR BUE AR 377,000,0007T © B3
IR —F R EI B F % 3.96% £4.00%5T 8.

<SG LRFAS 31 December 2016

—E—tE —E—REF
ANA=+H +ZA=+—H
RMB’000 RMB’'000
AET T IN:
(Unaudited) (Audited)
(REEER) (ge&iz)
Principal payable: EEEARS
Within one year —F A
— Collateralised borrowing — R ER 41,489 38,527
- Borrowings from Mengniu Group —RESFTEBENER 377,000 -
418,489 38,527
Within a period of more than one year but not il — AR
more than two years kS
- Collateralised borrowing —EFER 16,640 36,962
435,129 75,489
Less: Amount due for settlement within 12 months B 2B A NEI BB (E S5
(shown under current liabilities) FIRREBEET) (418,489) (38,527)
Amount due for settlement after 12 months R1I2EAR z &R HESEeE 16,640 36,962
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GROUP STRUCTURE AND CAPITAL STRUCTURE

On 25 January 2017, pursuant to the Sale and Purchase Agreement
dated 16 June 2016 and poll results of the general meeting held by the
Company on 1 August 2016 in relation to the acquisition of Modern Farm
(Anhui) Dairy Product Sales Co., Ltd (“Modern Farm (Anhui)”), the Group
allotted and issued 338,602,205 consideration shares. On 6 February
2017, pursuant to the supplemental agreement dated 12 December 2016
entered into by the Company and Success Dairy Il Limited (the “Investor”)
and a conditional investor option notice received on 28 December
2016 from the Investor, the Group allotted and issued 488,036,618
consideration shares accordingly. As at 30 June 2017, the number of issued
ordinary shares of the Company was 6,131,406,706 shares.

ACQUISITION OF 45% EQUITY INTEREST IN
MODERN FARM (ANHUI)

On 25 January 2017, the Group completed the acquisition of the
remaining 45% equity interest in Modern Farm (Anhui) from five
independent individuals (the “Acquisition”), and Modern Farm (Anhui)
is owned as to 45% by the Company and 55% by Modern Farm. The
Acquisition will be helpful to streamline the downstream business
structure of the Group and establish a key foundation for the effective
management of sales channels and distribution network.

CONDITIONAL MANDATORY CASH OFFER

On 14 February 2017, UBS AG and DBS Asia Capital made a conditional
mandatory cash offers of HK$1.94 per share of the Company (“Share
Offer”) for and on behalf of Mengniu Company to acquire all the issued
shares in the Company (other than those already owned or agreed to be
acquired by Mengniu Company or parties acting in concert with it) and
for cancellation of all the outstanding options in the Company (“Option
Offer” together with Share Offer referred to as “Offers”). The Share Offer
was completed on 21 March 2017. Mengniu Company and the party
acting in concert with it, Future Discovery Limited, held an aggregate
of 3,755,769,412 shares in the Company, representing 61.25% of the
Company as at the date of this report.

For details in respect to the Share Offer, please refer to the announcement
and circular of the Company dated 25 January 2017 and 14 February
2017 respectively.

REBRBRERERE

RNZE—+F—A=-+FA  ~AEEREBERAH=-Z
—ANEXRATABERRERARE(ZR ARHEE
BRAFBRARBE(RR) DONEEHRERARRS
T-RNFENA—ANBRESRELER  BRHELETT
338,602,205 R R ERKD - RZT—LF=HAXAH -
1R 45 728 A &) B Success Dairy |l Limited ([543 |) A HA
BT XNF+ A+ _HREREER T F
TZAZHN\BREHEEEFLNEIEEREED
AN - AN B M A3 K 3517488,036,6 18R KB
B e RZEBE—EFAA=ZTH  AREIHERITLR
f& &1 B 4&6,131,406,7060% °
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CONTINGENCIES AND PLEDGE OF ASSETS

As at 30 June 2017, land use rights, buildings and equipment, and
biological assets with carrying value of RMB9.3 million (31 December
2016: RMB9.4 million), RMB182.7 million (31 December 2016: RMB241.5
million) and RMB2,417.8 million (31 December 2016: RMB2,729.9 million)
respectively were pledged to secure the Group's borrowings.

The Group did not have any significant contingent liabilities as at 30 June
2017.

CAPITAL COMMITMENTS AND OPERATING LEASE
COMMITMENT

As at 30 June 2017, the Group has capital commitment of RMB119.5
million related to acquisition of property, plant and equipment.

As at 30 June 2017, the Group has operating lease commitments of
RMB15.9 million related to the operating leased property, plant and
equipment and leased land.

FINANCIAL MANAGEMENT POLICIES

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

The Group’s management considers that the Group has limited foreign
currency exposure in respect of its operations since its operations are
mainly conducted in the PRC. Sales and purchases are mainly denominated
in Renminbi and the foreign currency risks associated with concentrated
feeds and farm facilities are not material. In view of the minimal foreign
currency exchange risk related to its operations, the Group currently does
not use any derivative contracts to hedge against its exposure to foreign
currency risks.

HUMAN RESOURCES AND REMUNERATION OF
EMPLOYEES

The Group had 6,017 employees (31 December 2016: 6,051) in mainland
China and Hong Kong as at 30 June 2017. Total staff costs (including
staff compensation capitalised to immature dairy cows) for the six months
ended 30 June 2017 were approximately RMB250.0 million (for the six
months ended 30 June 2016: RMB213.9 million).
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MANAGEMENT DISCUSSION AND ANALYSIS B Estam Kk 24

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

PROSPECTS

With the quality of China’s domestic dairy improved continuously up to
international standard, coupled with the per capita income of consumers
keep increasing and the enhanced demand for food quality, it is
expected that there is huge development opportunities in China’s high-
end dairy market. In addition, the “National Development Planning for
Dairy Industry (2016-2020)" issued by the central government affirms
the strategic positioning of the development of the dairy industry and
highlights that the dairy industry is indispensable for healthy China and
a strong nation. The planning aims to achieve substantial results in the
supply-side structural reform of the dairy industry by 2020, so as to enable
the dairy industry as a whole to reach an internationally advanced level.

In the long run, the macro situation of raw milk oversupply has been
nearly shaken off worldwide and supply-demand balance has been
almost stabilized, which provide a basis for the gradual recovery of the
dairy industry in the future. Such situation is mainly due to the decreased
global dairy herd size resulted from low milk price in the past 3 years and
expected demand-driven market within the next 2 to 3 years. In the short
run, insufficient supply has played a part in pushing up milk prices as the
output of main raw milk production countries has dropped due to the
northern hemisphere’s entering summer.

In the future, the Group will continue to adhere to the principle of
providing high quality raw milk and maintain its competitive advantages
of high quality raw milk in each category index, so as to strengthen its
leading position in the industry.

AEEIERS  HIIRBREREAR - RARLSH
RE - BEERMEMBMERABZEAT - WEHM

e B IR S BB AT R ERIET -
FHOFH - URBEEAR -

REBTRE R

AR

BE P B B A EL AR Y R TR T I i RO

HEEAORALARHEREENERAHRES
T A E EmIL ;TS T ERAMERZEM - N
7 PRIBFEMAH(ERIEZEERE(2016-2020

F) - AT HEZERNEBEEL - WHRAPNEE
fREPE - BHRKRTAIRRNESR - BIERE-F
“EFEMEHEUEBUENEZREEE MR - £

R A R o

RHENR  2RCEERBRERBDHGERNEE

| HEFEELRERRE - ERRKYEZIX
ERETER - WKEERENIZRARBE=F
MNENESHEHNFTFROTEE - BRFRK=_E=
FABTFHETEMS - BHKE - BEALIEA
EF IZRMNEEBESERHR TG  Hie TRl
SNERR—EER -

AR EEReEERTRESRERDORA - R
FRERPNESREENED  UBEETENLESE

Hfiz o

FEIRABEERERAT 2017 FHRE




Hh = #
OTHER INFORMATION

INTERIM DIVIDEND

The board of directors (the “Board”) of the Company did not declare the
payment of an interim dividend for the six months ended 30 June 2017 (six
months ended 30 June 2016: Nil).

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

As at 30 June 2017, the interests and short positions of the Directors and
the chief executives of the Company and their respective associates in
the ordinary share of HK$0.1 each in the share capital of the Company
(“Shares”), underlying Shares and debentures of the Company or its
associated corporations (within the meaning of Part XV of the Securities
and Futures Ordinance (Chapter 571 of the laws of Hong Kong) (the
“SFO")) as recorded in the register required to be kept by the Company
under Section 352 of the SFO or as otherwise notified to the Company
and the Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
pursuant to the Model Code for Securities Transactions by Directors of
Listed Issuers (the “Model Code"”) were as follows:

Name of Director Nature of interest

EEnE EEME
Ms. GAO Lina® Interest in controlled corporation
SRz Lo R EEER

Beneficial owner

BEEFAA

Beneficial owner

BESFAA

Mr. HAN Chunlin
BEMEE

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

(2)  This represent 4,800,000 Shares, 4,001,000 Shares granted but not yet vested
under the share award scheme adopted by the Company on 9 September
2016, and 29,276,916 share options in underlying Shares of the pre-IPO
management options (the “Management Option”) granted by the Company.
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Approximate

Number of percentage of

Shares or shareholding
underlying Shares interest
RAH R AE
HERGEE BABEDE
221,581,7330 3.61%
38,077,916@ 0.62%
23,628,916® 0.39%

(1) ®ZETHAJnmu Holdings Co Ltd.([Jinmu])#749.12%
i o RIBEFFRPEERD - &L TWAEBRJinmufT
#5221,581, 733D P A A o

2 BERBE-Z-XNFAABNBEQRFRMAGRGE
BT BB B EE M KR EA4,001,0000 88170+ AR
4,800,0000% 8% 1D + LA RARRIFTEE EMRIEEER
A ([ SR B ) MR 1D F29,276,91610 BB
% °
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(3) These represent 1,975,000 Shares granted but not yet vested under the  (3) BN IBIE201649 89 H AN A FTEL 48 H) iR 17 528
share award scheme adopted by the Company on 9 September 2016, SEIEREEEKREER,975,0008 8% % &R F AT
and 21,653,916 share options in underlying Shares of the Management B EEEEIRAER BRI 21,653,916/ B A% -
Options granted by the Company, details of which are set out in the sections BREFHBEN T X EEREERAE | R B IS8 -
“Management Options” and “Share Options” below.

B EXFRBEESN  RZE—tFRA=+H EF
RARBEETBRAEREERBNBEABERAK
REREAEFREEE (CEE R B 5 MTE R FEXV
BB - HEARD REST - HAREESFRAE

Saved as disclosed above, as at 30 June 2017, none of the Directors
and the chief executives of the Company and their respective associates
had any interests and short positions in the Shares, underlying Shares
and debentures of the Company or any of its associated corporations

(within the meaning of Part XV of the SFO) as recorded in the register
of the Company required to be kept under Section 352 of the SFO or as
otherwise notified to the Company and the Stock Exchange pursuant to
the Model Code.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS

As at 30 June 2017, the interests or short positions of substantial
shareholders, other than the Directors or the chief executives of the
Company and their respective associates, in the Shares, underlying Shares
and debentures of the Company or its associated corporations (within the
meaning of Part XV of the SFO), as recorded in the register required to be
maintained under Section 336 of the SFO were as follows:

16512535215
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Name of sholders Capacity/Nature of interest

#H st/ HEEME

Beneficial interest

BEakn

Interest in controlled corporation
AR R

China Mengniu Dairy
Company Limited
FERFAEERAF

Beneficial interest
EnEn

Future Discovery Limited

Central Huijin Investment Ltd.

PRESKREERAERA

Interest in “other” capacity

under Part XV of the SFO
TRIERE 55 BB E DI EXVER LA

[EAt | S FAMER
Interest in controlled corporation

(through BOCI Financial Products Limited)
REFEEER (AT RERERERERLAT)
Interest in controlled corporation

(through Nam Tung (Macao)

Investment Limited)
REGEEER (ERRM EBETREERLAR)

Bank of China Limited
HEISRTTIR DB IR AR

Interest in “other” capacity

under Part XV of the SFO
TRIERE 5 B E DI EXVER LA

[Ef | 5 FAmMER
Interest in controlled corporation

(through BOCI Financial Products Limited)
REFEEER(ERTRERERERERLAT)
Interest in controlled corporation

(through Nam Tung (Macao)

Investment Limited)
REGEEER (ERRM EBETREERLAR)
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Number of Shares
Long position (L)/

Approximate
percentage of

Short position (S) shareholding
HAL), interest
HE(S) B #E

BRIE B BAOBEA
1,347,903,000 (L) @ 21.98%
2,407,866,412 (L) @ 39.27%
2,407,866,412 (L) @ 39.27%
363,903,000 (L) @ 5.94%
689,438,782 (S) @ 11.24%
325,535,782 (L) ©® 5.31%
1,500,000 (L) ®© 0.02%
363,903,000 (L) @ 5.94%
689,438,782 (S) @ 11.24%
325,535,782 (L) ©® 5.31%
1,500,000 (L) ® 0.02%




Name of sholders Capacity/Nature of interest

=L 51/ REMtE

BOC! International Interest in “other” capacity
Holdings Limited under Part XV of the SFO
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RIEES L EGPIEXVER EAt | F fh ez

Interest in controlled corporation
(through BOCI Financial Products Limited)

Rt rERR(ERTRERERERBRAR)

BOCI Financial Products Beneficial interest
Limited EniEn
FiRER e RERAR AT Interest in “other” capacity
under Part XV of the SFO

RIERE S KA IRBIEXVEDA
[EA | SR ER

Notes:

(1) Among which up to 689,438,782 Shares have been lent to BOCI Financial
Products Limited pursuant to a securities lending agreement dated May 18,
2017 entered into between Mengniu as lender and BOCI Financial Products
Limited as borrower.

(2)  The interests refer to the same parcel of underlying Shares.

(3)  The interests refer to the same parcel of underlying Shares.

(4)  The interests refer to the same parcel of underlying Shares.

(5)  The interests refer to the same parcel of underlying Shares.

(6)  The interests refer to the same parcel of underlying Shares.

Save as disclosed above, the Company had not been notified of any other
interests or short positions in the Shares or underlying Shares representing
5% or more of the issued share capital of the Company or as recorded in
the register required to be maintained under Section 336 of the SFO as at
30 June 2017.

Number of Shares Approximate
Long position (L)/ percentage of
Short position (S) shareholding
HAL), interest

HE(S) B #E

BRIE B BAOBEA
363,903,000 (L) @ 5.94%
689,438,782 (S) @ 11.24%
325,535,782 (L) © 531%
325,535,782 (L) ©® 5.31%
363,903,000 (L) @ 5.94%
689,438,782 (S) @ 11.24%

i

(1) 3o 5i689,438 78RN E RIERF (EBHRA)
SRR GBS AR A A (fERERA) T AR
AE—E AT\ ANERBEETFREREE
EeERAA -

Q) HETER— RS -

@) MR HERED -

@ EESTYER—HERR -

6) TR RS -

(6) #EzJIIER—HLARRIARD -
R EXAHREEIN  R-T—tFRXA=1TH &R
B EBERE AR R B BT % 3k A _ERIAR (7 3%

MR D h B SRIBRE 7 M I B 1R 58 33615 A B AT
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PRE-IPO MANAGEMENT OPTIONS

The Company granted Management Options to Ms. GAO Lina, Mr. HAN
Chunlin and Mr. SUN Yugang. The following Management Options were
outstanding during the period:

BRAAFRBRENERRBRE

ARRAREHLL - BEMCERFZEREERD
EIEERBRHE - U T RBREARTTENERERBARE

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

REEEEBERETERTHABROBE

Accepted

As at the offers As at

1 January Granted Exercised during 30 June

2017 during during the period®@ 2017

Name of grantee Date of grant AN=ZZE—+t%F  theperiod the period HA R=-T—t&

ERAMRE RHBH —A—H HARL MATHE BHEQND R<A=+H

Ms. GAO Lina 31 October 2010 29,276,916 - - - 29,276,916
BRI —z-24+A=+—~

Mr. HAN Chunlin 31 October 2010 21,653,916 - - - 21,653,916
FEREMEE —ZE-ZEF+A=+—H

Mr. SUN Yugang.® 31 October 2010 9,142,924 - - (9,142,924) -
BREMAEED —E-EF+HA=+t—H

60,073,756 - - (9,142,924) 50,930,832

Note (1) SUN Yugang has resigned as non-executive director of the Company on
29 March 2017.

Note (2) The option holders accepted the mandatory cash offer (the “Offers”) by
Mengniu Company on 21 March 2017 and the options were cancelled.

These options are exercisable at the exercise price HK$0.86 per share
during the period commencing from the listing date of the Company (26
November 2010) until 10 years from the date of offer.

The number of Shares to be issued upon the exercise of the outstanding

options is 50,930,832 Shares, representing 0.83% of the issued share
capital of the Company as at 30 June 2017.

CHINA MODERN DAIRY HOLDINGS LTD. INTERIM REPORT 2017

MizE()  BERR-_T—LF=A - TN BBRERR AR
TEE-

MeEQ2) RZT—tF=A=+—H BHEBRESEAR
MRTRAAREMRHIERSEZH(ELY]) - M
SREMAE R BT -

ZEBEREURARR LTAP(ZE—ZF+—A8
ZHARB)REERL B 10F BRRITEESRER
50.8678 L1 T1F °

RZZE—LFNA=Z+H  AfTE®HRITERNEERRE
M2 1THR% D # B £50,930,832/% » (hAN R RIE 31T
A% 7%0.83%




HAith &}
OTHER INFORMATION

SHARE OPTIONS BRE

() Share Option Scheme adopted on 17 November 2011 () RZ-ZBE——F+—-A+tBRANER
(“Share Option Scheme 1”) RESTEI([ R AESTEND)
The Company unconditionally adopted a share option scheme on RARR T ——F+— AT BEEHPIR
17 November 2011. The following share options were outstanding N—IEREISREETE] o THIREEIRFEST I T E
under the Share Option Scheme | during the period: AR RER EA N AR JESTIE -

Number of Shares which may be issued pursuant to the
Share Options Scheme |

REBRESBITERTHROBE

As at Accepted As at
1 January Granted Exercised the offers 30 June
Name or category 2017 during during during 2017
of participant RZBE—+fF the period the period the period® R=Z—+%F Option period
SEATHAZES -B-8 HRRT BRTE  HREREH XA=+A  BRESR
Directors
S
Ms. GAO Lina 2,879,600 - - (2,879,600) - 12.12.2012-30.6.2020
BEfLt “T—%+ZAt=H%E
“ZECRERAZTH
Mr. HAN Chunlin 1,900,667 - - (1,900,667) - 12.12.2012-30.6.2020
BEMTE “T—%+ZAt=HZE
“ZECRERAZTH
Mr. SUN Yugang 1,922,066 - - (1,922,066) - 12.12.2012-30.6.2020
BREmTE “T—%+ZAt=HZE
“ZECRERAZTH
Subtotal 6,702,333 - - (6,702,333) -
Pt
Other employees
HitES
In aggregate 20,620,982 - - (20,620,982) - 12.12.2012-30.6.2020
CE ZT-ZHF+ZATZHE
“E-RERA=TH
Total 27,323,315 - - (27,323,315) -
Mt
Notes: MI5T
1) All the share options above were granted on 12 December 2012 and 1) FBELMEBRESN _ZT——F+_A+-_BFK
the exercise price is HK$2.89. The closing price of the Shares on the RATIE(E /2.89 7T « IRM A L B EAR) M
date of grant is HK$1.98. BA1.9887T °
2)  The share options above represent personal interest held by the relevant 2) LilEREREAAEESREIEAEEHEBA
Directors and employee as beneficial owners. HAEREARER -
3)  All the outstanding share options were cancelled when the above 3) R-Z—+F=A=-+—0 FEMKTENE
optionholders accepted the Offers made by Mengniu Company on 21 RRAETA b o B A S A S A S5 2 A ) 3B 4 )
March 2017. MR L
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(I) Share Option Scheme adopted on 5 June 2014 (“Share
Option Scheme 11”)

The Company unconditionally adopted a share option scheme on
5 June 2014. The movement of Share Option Scheme Il during the
period is set out as below:

(1)

R-E—NEXNBEBRMNERES
BI([BRRAEETEIN)

AATRZE—ME~ AR BEE RS —E
AR B o BRI BN H 2 BB % 5
T -

Number of Shares which may be issued pursuant to the

Share Options Scheme II

RIEBBRAEBNTERTHROHE

As at Accepted As at
1 January Granted Exercised the offers 30 June
Name or category 2017 during during during 2017
of participant RZBE-—+fF the period the period the period® RZ=Z—+% Option period
SEALHZRER —RA—B HREH BRTE  HREAERe RAZTH  BRESR
Directors
=
Ms. GAO Lina 8,779,823 - - (8,779,823) - 6.6.2014-29.4.2022
sSBlzt —E-mFRARAE
—E-FWAZTAR
Mr. HAN Chunlin 6,500,000 - - (6,500,000) - 6.6.2014-29.4.2022
BEMEE ZE-mFRARAE
“E-FWAZTAR
Mr. SUN Yugang 5,000,000 - - (5,000,000) - 6.6.2014-29.4.2022
FERI%AE —E-mFRARAE
“EZFWAZTAR
Subtotal 20,279,823 - — (20,279.823) -
Pt
Other employees
HitES
In aggregate 61,074,811 - - (61,074,811) - 6.6.2014-29.4.2022
CH ZE-WERARAE
“E-CFEAZTAR
Total 81,354,634 - - (81,354,634) -
Mt
Notes: MicE
1) All the share options above were granted on 6 June 2014 and 17 June 1) FELAEREHR-_Z-—MOFASAR=ZT
2015 and the exercise prices are HK$3.38 per share and HK$2.83 per —RERNATEBELR  1TEES R AER3.38
share respectively. The closing prices of the Shares on 6 June 2014 and BT RER2.838T - RHN T —MHFRAR
17 June 2015 are HK$3.38 and HK$2.72, respectively. ARZZT—RFNATEHOHKMHESFIR3.38
BITKX2.728TT
2)  The share options above represent personal interest held by the relevant 2) LiEREREHAAESRESEAEEHREBA
Directors and employees as beneficial owners. FHAEREARER -
3)  All the outstanding share options were cancelled when above 3) RIZZ—+tHF=A=+—H FARKRTENE

optionholders accepted the Offers made by Mengniu Company on 21
March 2017.

CHINA MODERN DAIRY HOLDINGS LTD. INTERIM REPORT 2017

B Ll RS B ARART AR ZHNH
RIHRAEEH ©




() Share Option Scheme adopted on 30 September 2016
(“Share Option Scheme III”)

The Company unconditionally adopted a share option scheme on 30
September 2016. The movement of Share Option Scheme IIl during
the period is set out as below:

(I A=ZBE—RFEAA=THEMHWEREST
| ([ B2 )

RABR-Z—RFNAA=TBEGHRKO—IE
BB o BRRERT BN BN 2 B BYR P 4N

T

Number of Shares which may be issued pursuant to the
Share Options Scheme Il
REBRETENTRERTHROBE
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As at Accepted As at
1 January Granted Exercised the offers 30 June
Name or category 2017 during during during 2017
of participant R-E-tf the period the period the period®  W=Z—+%  Option period
SEATHERER -RA-H MR HRTRE BRERELE AAZTRE  BRESR
Directors
Bz
Ms. GAO Lina 12,000,000 - - (12,000,000) - 8.11.2016-31.12.2023
BERLt 2 ¥1—-A/\BZE
ZZC=EFA=T-H
Mr. HAN Chunlin 6,000,000 - - (6,000,000) - 8.11.2016-31.12.2023
BEMEE I e PAV=E
“Z-=F+-fA=1+-H
Subtotal 18,000,000 - - (18,000,000 -
Nt
Other employees
HitES
In aggregate 128,650,000 - - (128,650,000) - 8.11.2016-31.12.2023
G A s PAV=E
ZEZ=E+ZA=1-H
Total 146,650,000 - - (146,650,000) -
st
Notes: MisE
1) The share options above were granted on 8 November 2016 and the 1) LaERERZZT-AF+-ANBEL - 17E

exercise prices are HK$1.71. The closing prices of the Shares on 8
November 2016 are HK$1.71.

2)  The share options above represent personal interest held by the relevant
Directors and employees as beneficial owners.

3)  All the outstanding share options were cancelled when above
optionholders accepted the Offers made by Mengniu Company on 21

March 2017.

2)

3)

BAITVET - BOR-ZE—XRE+—A/N\BH
W EA1.7187T -

BRI RAREERESERERERA

FrAH A AR

NZE—EF=A-+—R MAERKTENE
RRAER b BB A B AR T AR Z NN
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Other details of the share option granted pursuant to the Share Option
Scheme 1, Share Option Scheme Il and Share Option Scheme Il are set out
in Note 22 to the Condensed Consolidated Financial Statements.

The related accounting policy for the fair values of the share options are
set out in the 2016 Annual Report of the Company.

SHARE AWARD SCHEME

The Company operates a restricted share award scheme (the “Share
Award Scheme”) which was adopted by the Company on 9 September
2016. The goal of the Share Award Scheme is to motivate the employees
to maximize the value of and share the results with the Company in
order to achieve sustainable development of the Group. During the
reporting period, the aggregate number of restricted shares of the
Company granted to selected participants was 35,969,000, representing
approximately 0.59% of the issued share capital of the Company as at
30 June 2017. Out of the total shares granted, 13,274,000 award Shares
were granted to certain members of management, which would vest in
two tranches each on the second, and third anniversaries of the grant
date provided that certain performance and service conditions are met.
The remaining award Shares of 22,695,000 were granted to the eligible
employees. The granted Shares are subject to the terms and condition
of the Share Award Scheme and the fulfillment of all vesting conditions
to the vesting of the awarded Shares of the Company on such selected
participant as specified in the rules of the Share Award Scheme and the
grant notice. Further details of the restricted Share Award Scheme are
also set out in note 22 to the interim financial statements.

CORPORATE GOVERNANCE

The Company has adopted the code provisions set out in the Corporate
Governance Code and Corporate Governance Report (“CG Code”) as set
out in Appendix 14 to the Rules Governing the Listing of Securities on the
Stock Exchange (“Listing Rules”). The Company has, throughout the six
months ended 30 June 2017 complied with the code provisions set out in
the CG Code, except for the deviations from code provision A.6.7 which is
explained below.

Code provision A.6.7 of the CG Code provides, among other things, that
non-executive Directors should attend general meetings and develop a
balanced understanding of the views of shareholders of the Company.
One non-executive Director was not able to attend the annual general
meeting of the Company held on 30 June 2017 due to other business
engagements.
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DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBT SECURITIES

Save as disclosed under the sections headed “Pre-IPO Management
Options”, “Share Options” and “Share Award Scheme” above, during
the reporting period, the Company or any of its subsidiaries was not a
party to any arrangements whose objects are, or one of whose objects is,
to enable the Directors to acquire benefits by means of the acquisition of
Shares in, or debentures of, the Company or any other body corporate.
Save for those disclosed above, during the six months ended June 30,
2017, none of the Directors (including their spouses and children under
the age of 18) held any interests in or was granted any right to subscribe
for the securities of the Company or its associated corporations (within
the meaning of Part XV of the SFO), or had exercised any such rights.

BOARD OF DIRECTORS

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

SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code as set out in Appendix
10 to the Listing Rules as the Company’s code of conduct regarding
securities transactions by the Directors. Following specific enquiring by the
Company, all the Directors confirmed that they have complied with the
required standards set out in the Model Code throughout the six months
ended 30 June 2017.

HAith &}
OTHER INFORMATION

ESWBROIESFAER

REXTERAREBEERNEEEREE]  [RBEE] R
[Bfn BEET & | BEFARBEEI RIMEHA - AR
ANEEMHNBARTE2BEMEBNHIBEN L —
SHEFEERERBBARNR RS EAMEABEEN
Bt sk (Eve s MR Bk - Br EIPTIEESN - 1
BE-_Z—+tFRA=THIERNEARN  BELAE
= (BREERB AW I8EMN T L) RAR R S AR
EE(ERREHF LR GROIEXVE) WEFTHEEE
SRR M A RBZEE RN - BT
AR RARER -

Exg

RAFHRE A  ESeEMERTESTS BRI
T(RIERFRAE) MBEMEE(EELLE) T
FIEMITEEEHFHLAE(EF) - WOLHARDT Julian
Juulst i~ SRS E R R E R =R B IEBTT
ERTHA L TRETERREEEENX -

ESETHRSERS

ARBCRA LT HRAM 0B RETAIER
ARRESETEFRZINTRTA - RARBMEL
HEBHAK ZREFER  NEE_FT—LFXA
=+TBRIERNEAR  BRE-EETRETRIENR

HERAHEERBRD R 2017 R HHRE




Hith & ¥}
OTHER INFORMATION

PURCHASE, SALES OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

Neither the Company nor any of its subsidiaries purchased, redeemed or
sold any of the Company’s listed securities during the six months ended
30 June 2017, except that the trustee of the share award scheme adopted
by the Company on 9 September 2016 (the “Share Award Scheme”),
pursuant to the rules of the Share Award Scheme, purchased on the open
market a total of 450,000 shares of the Company at a total consideration
of approximately HKD 0.80 million.

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

Changes in the information of Directors since the date of the 2016 annual
report of the Company which are required to be disclosed pursuant to
Rule 13.51B(1) of the Listing Rules are set out below:

Mr. Lee Conway Kong Wai has served as an independent non-executive
director and independent director of Guotai Junan Securities Co., Ltd., the
H shares of which are listed on the Stock Exchange (stock code: 02611)
and the A shares of which are listed on the Shanghai Stock Exchange (stock
code: 601211), since April 2017.

Save for the information disclosed above, there is no other information
required to be disclosed pursuant to Rule 13.51B(1) of the Listing Rules.

REVIEW OF INTERIM RESULTS

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

AUDIT COMMITTEE

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

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

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

Hong Kong, 28 August 2017

HAith &}
OTHER INFORMATION

REEBHE

AR RREVEBRBUR R EREEBERIER - XAF
TFHEEEIREE RSO MANRITE - LR
RARKRBEREREFEMER - AAREMIKRES
2 tkinfo@moderndairyir.com B H PRI % & & B R 8k
B B AN X R) 48 Uk (http://www.moderndairyir.com) B f#
RNEBHRIMEINER o

RERESFS
TERRYCEEZERERAF
FIESE -~ B
RYPTEF
()4 o

FE —E—tFNAZTAH

HERAHEERBRD R 2017 R HHRE



http://www.moderndairyir.com
http://www.moderndairyir.com

REPORT ON REVIEW OF CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

HHGREMEERERRS

Deloitte.
=2

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

INTRODUCTION

We have reviewed the condensed consolidated financial statements of
China Modern Dairy Holdings Ltd. (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 38 to 80, which
comprise the condensed consolidated statement of financial position as
of 30 June 2017 and the related condensed consolidated statement of
profit or loss and other comprehensive expense, condensed consolidated
statement of changes in equity and condensed consolidated statement of
cash flows for the six months then ended, and certain explanatory notes.
The Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited require the preparation of a report on interim
financial information to be in compliance with the relevant provisions
thereof and International Accounting Standard 34 “Interim Financial
Reporting” (“IAS 34") issued by the International Accounting Standards
Board. The directors of the Company are responsible for the preparation
and presentation of these condensed consolidated financial statements in
accordance with IAS 34. Our responsibility is to express a conclusion on
these condensed consolidated financial statements based on our review,
and to report our conclusion solely to you, as a body, in accordance with
our agreed terms of engagement, and for no other purpose. We do not
assume responsibility towards or accept liability to any other person for
the contents of this report.

SCOPE OF REVIEW

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

CONCLUSION

Based on our review, nothing has come to our attention that causes us to
believe that these condensed consolidated financial statements for the six
months ended 30 June 2017 are not prepared, in all material respects, in
accordance with IAS 34.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

28 August 2017
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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE EXPENSE
AR R EM2EMAZER

For the six months ended 30 June 2017
HEZZ—tF - A=1THIENER

Six months ended 30 June
BEAA=1THLA<MER

2017 2016
—E—+tF —TE—REF
Note: RMB’000 RMB’'000
BitEE ARETR ARBFT
(unaudited) (unaudited)
(REBEXK) (RiE#EZ)
Revenue WA 4 2,344,380 2,229,110
Cost of sales before raw milk fair value RN AT EFRAERHE
adjustments [B®N (1,725,396) (1,503,741)
Raw milk fair value adjustments included FTAEER AN RN AT E
in cost of sales TR (501,413) (557,307)
Loss arising from changes in fair value less HERTFEEESRIFLE
costs to sell of dairy cows FRANEE R 18 (497,080) (499,245)
Gains arising on initial recognition of RERHUE R R A A
raw milk at fair value less costs to sell at BEHE A VIR TEREE £ K
the point of harvest Wzs 501,413 557,307
Other income HAb YA 5 27,826 40,177
Selling and distribution costs HERDHEFX (244,351) (136,172)
Administrative expenses THRAX (209,691) (129,891)
Share of loss of an associate FEAE—RE & QR EE (85) (1,583)
Other gains and losses, net HAbYas K B 1R F 2R 6 (183,217) (388,752)
Other expenses HAbFH®Z (16,781) (3,786)
Loss before finance costs and tax BR Rl AR R B TE RS 18 6 (504,395) (393,883)
Finance costs RBhE AR AN 7 (182,981) (195,790)
Loss before tax BRI RT &R (687,376) (589,673)
Income tax expense FTiSHim 8 (137) (205)
Loss and total comprehensive expense HANEEREERS B
for the period (687,513) (589,878)
Loss and total comprehensive expense AR R EGEE RS
attributable to: HAER -
Owners of the Company ZAN/NCIE=Y= N (666,255) (565,668)
Non-controlling interests eIl (21,258) (24,210)
(687,513) (589,878)
Loss per share (RMB) BREB(ARE) 10
Basic AR (11.20) cents (10.66) cents 2>
Diluted ' (11.20) cents & (10.66) cents 7
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
M & R R

i< ik vAS 31 December 2016
R-Z—tF RZZTE—RF
2GESEN - A=t+-8

Notes RMB’000 RMB’'000
BitEE ARET T AREEFIT
(unaudited) (audited)
(REEZR) (&= %)
NON-CURRENT ASSETS FEnRBEE
Property, plant and equipment ME - R MR 4,865,900 5,075,030
Land use rights T b R 127,617 126,679
Goodwill RS 1,424,539 1,424,539
Interest in an associate R —EEE & A Rl 1 1,802 1,887
Available-for-sale investment AHEERE 24,955 24,955
Biological assets EEE 12 7,606,009 7,602,959
14,050,822 14,256,049
CURRENT ASSETS MENEEE
Inventories =8 672,904 980,515
Trade and other receivables FEUE 5 R R Bt
FEM R IE 13 1,504,731 1,348,480
Land use rights T FARE 4,315 4,012
Pledged bank balances and non-pledged BB RIRITA SR R AR E R
bank deposits 1TER 186,477 356,624
Cash and bank balances R MIRTTAEBR 492,905 851,788
Other financial asset HEtemEE = 11,236
2,861,332 3,552,655
CURRENT LIABILITIES mENBE
Trade and other payables FERIE 5 R EAth
e FRIE 14 2,159,642 2,781,727
Tax payable JERTRIR 136 57
Bank borrowings — due within one year RITER— R —FREH 15 2,638,945 3,278,325
Short-term debenture EHES 16 499,394 799,425
Other borrowings — due within one year HibER— R —FRNEDH 17 418,489 38,527
Medium-term notes — due within one year FRHIZE N — R —F N EIHA 18 1,197,650 -
Other financial liabilities EtermaE 20 - 927,058
6,914,256 7,825,119
NET CURRENT LIABILITIES mEN B BT (4,052,924) (4,272,464)
TOTAL ASSETS LESS CURRENT LIABILITIES BEERTBAR 9,997,898 9,983,585
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

FFEHllVT (=] /Zl-ﬁ%;lﬁ/\ﬂr%‘%

As at 30 June 2017
RZZE—tFA=+H

CAPITAL AND RESERVES
Share capital
Share premium and reserves

Equity attributable to owners of
the Company
Non-controlling interests

NON-CURRENT LIABILITIES
Bank borrowings — due after one year
Other borrowings — due after one year
Medium-term notes — due after one year
Corporate bonds
Deferred income

BEARNEE

A

Befn st (8 K it
ARFFRE ARG

ESE g F

FRBAE
ﬁﬁ%%—#—i&ﬂ%
HAb AR — R — F1REIH
*%ﬁ%—<*¢%ﬂ%
NRIEZ
B A
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30 June 2017
R=ZB—tF
AHA=+H
RMB’000
ARET T
(unaudited)
(REFZ)

526,058
6,792,445

7,318,503
67,278

7,385,781

776,500
16,640
598,800
1,045,820
174,357

2,612,117
9,997,898

31 December 2016
RZZE—R"F
+=-—A=+—8
RMB’000
ARBFT
(audited)

(R&FE=Z)

452,959
6,568,554

7,021,513
101,383

7,122,896

607,500
36,962
1,796,605
249,020
170,602

2,860,689

9,983,585




CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
[LEEE =g F=%  IES

For the six months ended 30 June 2017
HE—Z—tFA=1+HIENEAR

Attributable to owners of the Company

LNV
Shares
held under
Share Share  the Share Non-
Share Share Other options Award Award  Retained controlling
capital  premium reserve reserve reserve Scheme eannings Total interests Total
Ri%R
v it BRE  RORE  HEET RE FER

Ex i i B# B FERNED B ait it &t
RVBOOO  RMBOD  RMBOD  RMBOOO  RVBOOD  RMBOOO  RMBOOD  RMBOOO  RMBOOD  RMBOO
ARRTR  ARBIR  ARBTR  ARMTT  ARMTR  ARMER ARBIR ARMIR ARMTR  ARETR

(note 23) (note22(c)  (note 22(c)
(Hitn3) (We200)  (WE220)

Balance at 1 January 2016 (audited) REB—"E-A-BHER(EER) 452959 3292,008 1,585,752 75,078 - - L3600 7781897 168,135 7,950,032
Loss and total comprehensive expense for the period ~ RBER2EHZEE - - - - - - (565,668) (565,668) (24210) (589,878)
Recognition of equity-settled share-based payment  BEZiEIES EDR A RN Z - - - 12469 - - - 12469 - 12469
Transfer due to forfeture of REBGIKERETSE

share options after vesting - - - (616) - - 616 - - -
Dividend to non-controling interests EFEaRESaRE - - - - - - - - (25,200) (25,200)
Capital contribution from FRESHE

non-controlling interests - - - - - - - - 600 600
Balance at 30 June 2016 (unaudited) vy o i

HE(REER) 52959 329068 158575 7,228,698 7348023

Balnceat 1 January 2017 (audited) SN SRt el 51959 329068 1S5 11706 (14 16392 0SB 0138 71228%
Loss and total comprehensive expense for the year ~ EMEERZ AR X LR = = - - - (666255 (666,255  (a1.258)  (687,513)
Share issued to Success Dairy (note 21) E{7Success Daiy AR {3 (FfsE21) 3,157 807,037 - - - - 850,194 - 850,194
Acquiston of non-controling nterest Wi REs (i ka3)

(notes 21 and 23) 2994 541,961 (555,297) 16,606 (14,807) 1,799
Share purchase for the Share Award SRA R 2R AEE(HE20)

Scheme (note 22(c) (113) 1)
Recognition of equity-settled share-based OSSP

payment (note 22(a) and note 22(c) (22 R22(0) 92,623 97,158 97,158
Transter due to cancellation ofshare RERET R (hne)

options (note 22(a)) (204,543) 204,543 -
Capital contrbution fiom non-controllng nterests AT ER LS - - 1,960
Balance at 30 June 2017 (unauited) RZE-tERA=TEH

HE(REER) 526058 A6M066 1030455 5,86 (62137) 1173240 7318503 61218 7385781

HERAHEERBRD R 2017 R HHRE




CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

Eﬁﬂﬂﬁr‘sﬂﬂiE”WEE

For the six months ended 30 June 2017
HEZZ—tF - A=1THIENER

Net cash (used in) generated from
operating activities
Net cash used in investing activities

Purchases of property, plant and equipment

Additions in biological assets

Additions in pledged bank balances

Release of pledged bank balances

Addition in non-pledged bank deposits with
original maturity of more than three months

Release of non-pledged bank deposits with
original maturity of more than three months

Proceeds from disposal of dairy cows

Proceeds from acquisition of
non-controlling interest

Settlement of cash portion of
Modified Considerations (note 20)

Interest received

Government grants received

Purchases of land use rights

Proceeds from disposal of property,
plant and equipment

Net cash generated from financing activities
Interest paid
New borrowings raised
Repayment of borrowings
Proceeds from short-term debentures
Repayment of short-term debentures
Proceeds from medium-term notes
Proceeds from corporate bonds
Payment of transaction cost for short-term
debentures and corporate bonds
Proceeds from other borrowing
Repayment of other borrowing
Dividends paid to non-controlling interests
Capital contribution from
non-controlling interests
Payment for repurchase of ordinary shares

Net (decrease) increase in cash and
cash equivalents
Cash and cash equivalents at 1 January

Cash and cash equivalents at 30 June,
represented by cash and bank balances

RLEE (PR TSR 2588

REEBTARE TR
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Six months ended 30 June
BEAA=THLEAMAEAR

2017
—E—+tF
RMB’'000
AR®T
(unaudited)
(REER)

(56,571)

(193,095)

(623,112)

(75,136)
56,293

(16,500)

205,490
232,320

1,800

(CEAPL))
5,000
10,253

(3,257)

11,472
(481,596)

(206,685)
1,114,507
(1,579,035)
500,000
(800,000)

800,000

(5,100)
377,000
(22,650)

1,960
(713)

179,284

(358,883)
851,788

492,905

2016
—E—RF
RMB’000
AREEFIT
(unaudited)
(REEEZ)

404,420

(210,790)

(588,838)

(123,884)
128,783

(417,330)

356,702
300,399

5,980
26,929
(6,784)

6,290

(522,543)

(146,724)
1,815,091
(3,568,597)
1,000,000

(400,000)
1,600,000

(7,800)
96,250

(25,200)

600

363,620

245,497
476,867

722,364




GENERAL INFORMATION

China Modern Dairy Holdings Ltd. (the “Company”) is a limited
liability company and its shares are listed on the Main Board of
The Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
on 26 November 2010. The registered office of the Company is
Maples Corporate Services Limited, PO Box 309, Ugland House,
Grand Cayman, KYI-1104, Cayman Islands. The principal place of
business of the Company is located in Economic and Technological
Development Zone, Maanshan City, Anhui Province, the People’s
Republic of China (the “PRC"). As at 30 June 2017, China Mengniu
Dairy Co., Ltd. (“Mengniu Company”) and its wholly owned
subsidiary together owned 61.25% of the issued share capital of the
Company.

The principal activity of the Company is investment holding and its
subsidiaries are mainly engaged in production and sales of milk. The
Company and its subsidiaries are hereinafter collectively referred to as
the “Group”.

The condensed consolidated financial statements are presented
in Renminbi (“RMB"), the currency of the primary economic
environment in which the principal subsidiaries of the Group operate
(the “functional currency”).

BASIS OF PREPARATION

In preparation the condensed consolidated financial statements
for the six months ended 30 June 2017, the directors of the
Company (the “Directors”) have given careful consideration to the
future liquidity of the Group in light of its net current liabilities of
approximately RMB4,052,924,000 as at 30 June 2017 (31 December
2016: RMB4,272,464,000). Having considered the available credit
facilities of approximately RMB5, 155,140,000 available to finance
the Group’s operation which remains unutilised as at 30 June 2017,
the Directors are satisfied that the Group will be able to meet in full
its financial obligations as they fall due for the foreseeable future.
Accordingly, the condensed consolidated financial statements have
been prepared on a going concern basis.

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

iR & M R

For the six months ended 30 June 2017
HE—Z—tFA=1+HIENEAR

—REHR

FEBEAMEERERAR(ARAR DA —HE
RArE - HRORZZE—ZFF+—HA=Z+XH
EEBHMERGMAERAB ([BAM]) FR E
M o ZANA B8 3% 3= B A2 " Maples Corporate
Services Limited, PO Box 309, Ugland House,
Grand Cayman, KY1-1104, Cayman Islands ° 7
ARIEEE BRI AP EARLME ([
BDEZBEFTRUMEERMTRAZERE - R=F
—tERNA=TH FEERFIAEFRLA
(IFR4RRDRAEZEMBRE S KEEARF]
61.25% B &ITARA -

RNRRNEZEBBIREZER - EME QA
T2REFLEERHESY - AREREMB AR
NI @i SENI

BRGA M BRRTIAARK(TARK DIIE -
ZEEANAEENEENB AR EEMENT
2RERR((HEEER]) -

maEE

EREEE_T—tFANAZTHLEARNEAAD
HPEGEMBRERN  ERAEBEHEE_T
—tENA=THNRBEEFEHNR/ARE
4,052,924,000c( = E—R"FE+=ZA=+—H :
AR#4,272,464,0007T) * AREIEE([EE])
EREZEANEENRRBE SN - KEE
HE-ZT &A=t HAURERNAEEE
BRIRERNEERENHARKS, 155,140,000 7T
KEA  MEREMR  RARER  NEEKRE
SR B TS BT R A R R EE E A RUE -
bt RS A TR DIRESECEEER
@ °
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS IR M T

For the six months ended 30 June 2017
HEZZ—tF - A=1THIEANER

BASIS OF PREPARATION (continued)

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

PRINCIPAL ACCOUNTING POLICIES

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

The accounting policies and methods of computation used in the
condensed consolidated financial statements for the six months
ended 30 June 2017 are consistent with those followed in the
preparation of the Group’s consolidated financial statements for the
year ended 31 December 2016.

In the current interim period, the Group has applied, for the first
time, certain amendments to International Financial Reporting
Standards (“IFRSs") issued by the International Accounting Standards
Board that are mandatorily effective for the current interim period.
Additional disclosures about changes in liabilities arising from
financing activities, including both changes from cash flows and
non-cash changes on application of amendments to IAS 7 will be
provided in the consolidated financial statements for the year ending
31 December 2017.

The application of the amendments to IFRSs in the current interim
period has had no material effect on the amounts reported in these
condensed consolidated financial statements and/or disclosures set
out in these condensed consolidated financial statements.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

SEGMENT INFORMATION

The following is an analysis of the Group’s revenue and results by

reportable segments:

Segment revenue, results, assets and liabilities

Six months ended 30 June 2017 (unaudited)

Segment revenue

Segment cost of sales before raw milk fair

!

RROAFEREFNDH

WA

Dairy
farming

meBE
RMB'000

ARBTR
2,078,320

value adjustments SHEMAR 1,515,032
Reportable segment profit (oss) BE GRSl 249,854
Loss arising from changes in fair value less P AT ESBHI A LE

costs to sell of dairy cows RAEERER
Share of loss of an associate ElE— B A RMER
Unallocated other income RABEAMA
Unallocated other gains and losses KA B EthhEs RIEHE
Unallocated expenses KRR
Loss before tax BRI
As at 30 June 2017 (unaudited) R-Z-t%5:A=1H

(REEZ)
Segment assets PEEE 15,803,083
Unallocated assets RABEE
Consolidated assets SHEE
Segment liabilities AHEE 7,204,040
Unallocated liabilities ROBEE
Consolidated liabilities &HAaRE
* Inter-segment elimination represents the elimination of sales of raw

milk from dairy farming segment to processed liquid milk segment and

related current accounts.

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

segment.

RS S B SRR M =t

For the six months ended 30 June 2017
HE-Z—tFA=1+HLAEA

DEER

AT RIZF 2RO FHEI D ARBEIRAREER
DA

TERA ~ EE - BERARE
BE-F—tFAASTHRIENEA (REER)

Inter-

Liquid milk segment
products Subtotal  elimination* Total
REDBER Mt ABEER st
RMB’'000 RMB'000 RMB’000 RMB’000
ARBTT AR¥TT ARMTT ARBTT

405,092 2,483,412 (139,032) 2,344,380

357,472 1,872,504 (147,108) 1,725,396
(306,200) (56,346) 8,076 (48,270)

(497,080)
(85)
12,369
(26,558)
(127,752)

(687,376)

1,801,036 17,604,119 (1,135,563) 16,468,556
443,598

16,912,154

1,826,238 9,030,278 (1,135,268) 7,895,010
1,631,363

9,526,373

* ABEEHEDARED MmN TREY D FPH
SRR Y EARREAR B K5 -

MEBED 25 BRABFEABEKRAARE
139,032,000t * Ty iR FI 4258 5 & 82 0 TR B8
7353 2B 2 P PR B 7 E RO (B RS B o
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
Fﬁ Eﬂnv'ﬁ (=] /Zl-ﬁeF&%Bﬂ-;I

For the six months ended 30 June 2017
HEZZ—tF - A=1THIEANER

milk from dairy farming segment to processed liquid milk segment and

related current accounts.

Segment revenue of dairy farming segment included inter-segment
revenue of RMB341,272,000, which are charged at prices internally
agreed between dairy farming segment and processed liquid milk

segment.
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SRR YRR B AR B MK -

A B
341,272,0007T * TR G4 & A 2 58 0 TR A&
353 3B 2 F P B 7 iE B (B RS U ER o

4. SEGMENT INFORMATION (continued) 4. DEER @)
Segment revenue, results, assets and liabilities LU ~ EE - BENEBS)
(continued)
Six months ended 30 June 2016 (unaudited) BE-Z—A"EAA=THLEAEA (KREER)
Inter-
Dairy Liquid milk segment
farming products Subtotal elimination* Total
iR REEIE R et R @zt
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
NSO ANEBTFTL NSO AEBTL AEBTFT
Segment revenue Vo= L ON 1,914,987 655,395 2,570,382 (341,272) 2,229,110
Segment cost of sales before Raw REGRTHERZAL
milk fair value adjustments DEEERA 1,290,322 534,856 1,825,178 (321,437) 1,503,741
Reportable segment profit (loss) BEE G 362,118 165 362,283 (19,835) 342,448
Loss arising from changes in fair value less ~ SLAFATFEEEHILF
costs to sell of dairy cows L ERAEENER (499,245)
Share of loss of an associate e~ R R RIMER (1,583)
Unallocated other income *ﬁ@iﬁﬁﬂui)\ 6,218
Unallocated other gains and losses AOEAMEERER (387,817)
Unallocated expenses ) b (49,694)
Loss before tax BREAIEE (589,673)
As at 31 December 2016 R=Z-~F¥+=-A=t-H
Segment assets DEEE 16,153,073 1,894,221 18,047,294 (942,720) 17,104,574
Unallocated assets AAREE 704,130
Consolidated assets SHRE 17,808,704
Segment liabilities AHHaRE 8,847,228 1,804,468 10,651,696 (934,350) 9,717,346
Unallocated liabilities VAL 968,462
Consolidated liabilities SHtaE 10,685,808
*  Inter-segment elimination represents the elimination of sales of raw * NEEEHIE S RIE S B TR D AR

ZDERABRENILEBAARE




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

SEGMENT INFORMATION (continued)
Geographic information

Since all of the revenue from external customers is derived from the
customers located in mainland China and all of the non-current assets
are located in mainland China and all the segments are managed on
a nationwide basis because of the similarity of the type or class of
the customers and the similarity of the regulatory environment in the
whole region, no geographic information by segment is presented.

Information about major customers

Included in revenue arising from sales of raw milk to external
customers of RMB1,939,288,000 (for the six months ended 30
June 2016: RMB1,573,715,000) are revenue of approximately
RMB1,534,675,000 (for the six months ended 30 June 2016:
RMB1,123,999,000) which arose from sales to a single external
customer. During the current period, the Group also sold liquid
milk products of RMB22,602,000 to this customer. No other single
customer contributed 10% or more to the Group's revenue for the
six months ended 30 June 2017 and 2016.

SRR b e e e

For the six months ended 30 June 2017
%E::_? tE/\ﬂ +E|H:/\f.ﬂ

PEER (2
i3 & R

R ATA K B SMNEE P B A TR B B AAY
EFAMAFRBEESDUNTEANN - MAE
7 B E R E R PR SRR AR R EEE
RIFRAAME iR 2 BEAEEITEIR - FEt &
23R EEI D HHIHEH o

FREIEEFNER

SNERE P R AL 1 4E 6 I A A R #51,939,288,000
T(HE-Z—XR"E~A=Z+HLAEA : A
R #1,573,715,0007T ) B 3 [A B — HN LR - 8
EEEHNKAL AR 1,534,675,000 7T (&
ETE—RNFEFANAZTBHLEARNER AR
1,123,999,0007T) - RAEME - NEB I AZE
ﬁﬁﬁﬁﬁéAE%n6MOWﬁmﬁ%m§
MmeHE_E—+tFR-_T—RFANA=THIE
/\1Iﬂﬂzﬁﬁ@$—%}5rﬁl$%%:EMO%EEDA
FRA -

HERAHEERBRD R 2017 R HHRE




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS IR M T

For the six months ended 30 June 2017
HE-Z—tFA=1+HLAEA

5. OTHER INCOME 5. HA

Six months ended 30 June
BEANA=1THLARMEAR

2017 2016
—E2—+tF —E—REF
RMB’000 RMB’000
AR®T T ARBFT
(unaudited) (unaudited)
(REEFZ) (REER)
Bank interest income RITALEUA 5,286 4,972
Government grants related to FAA TS IER A BT e
— Biological assets (note i) = 7/k= V=3¢ =) = 20,000
— Other assets —HEEE 7,252 6,929
— Income (note ii) N D) 6,498 5,759
13,750 32,688
Others Hib 8,790 2,517
27,826 40,177
Notes: Bt -
i. These government grants are unconditional government subsidies i. 5% 5 U 8 B 7 2 5= B4 A8 AU B0 P M ER A
received by the Group from relevant government bodies for the BT RHAL - EEZRASEEE IS -

purpose of supporting the Group to purchase dairy cows.

ii.  These government grants are unconditional government subsidies i ZEBFRHAAAREE A BBUT PR
received by the Group from relevant government bodies for the purpose IR RRL - B 1 AN ER B A & & 1R 4 AR B
of giving immediate financial support to the Group's operation. B s o
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

LOSS BEFORE FINANCE COSTS AND TAX 6.

Loss before finance costs and tax is arrived at after charging

(crediting):

Cost of sales before raw milk fair value
adjustments
Breeding costs to produce raw milk

Production costs for liquid milk products

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

Other gains and losses:

Fair value loss from original contingent
consideration

Loss from settlement of
Modified Considerations (note 20)

Net foreign exchange loss

Loss on disposal of property, plant and
equipment, net

Gains arising on deemed disposal of
an associate

Impairment loss on trade receivables

Loss on foreign currency forward

Others

REH A HEF AT HER AR

HERBHNEERA
TRABHEE fn RO A EE R AR

RIRRERIZ A FE
B 3H B B AV IR HE R
[RFHHEE R MR

HAteas K 18
REARENDFE
[t
REIRIRERTRER
&8 (KfiE20)
SN SR
HEME - BEK
REERFE
BIEHE —HEE Q7]
PITEE A ) e
B 5 RUGRRER R
SNEEHER
HAh

RS S B SRR M =t

For the six months ended 30 June 2017
HE-Z—tFA=1+HLAEA
PRAELE A4S K BiITE BB 18

BB AR AR BAREERENRGEA)

Six months ended 30 June
BEANA=THLAEAR

2017 2016
—E—+F —E—RF
RMB’000 RMB’000
AR¥T T ARETFTT
(unaudited) (unaudited)
(REEER) (REEEZ)
1,413,920 1,057,934
311,476 445,807
1,725,396 1,503,741
501,413 557,307
2,226,809 2,061,048
387,793
4,256
1,595
- (1,462)
156,400 -
1,949 —
3,280 (3,430)
183,217 388,752
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

RS IR M T

For the six months ended 30 June 2017
HE-Z—tFA=1+HLAEA

6. LOSS BEFORE FINANCE COSTS AND TAX 6.

(continued)

Depreciation of property, plant and equipment
Less: capitalised in biological assets and
agricultural produce

Depreciation charged to profit or loss

Employee benefits expenses
Less: capitalised in biological assets and
agricultural produce

Employee benefits charged to profit or loss
Auditors’ remuneration

Release of land use rights

ME - BB RRETE
o EMEERREMD
ERNMeEER

SEABENITE

RERANFEX

o EMEENREMD
BEXfbeE

StABEREERER

- Glllka

T FRAERRER
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BREVE AR BURATEE (#)

Six months ended 30 June

BEAA=THLEANEAR

2017
—E—tF
RMB’000
ARET T
(unaudited)
(REEEFZR)

292,517

(126,262)
166,255
250,017

(60,607)
189,410
500
2,016

2016
—T—RF
RMB’000
ARBTFT
(unaudited)
(REEER)

274,293

(124,590)

149,703

213,906

(66,127)

147,779

700

1,891




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

For the six months ended 30 June 2017
HE-Z—tFA=1+HLAEA

7. FINANCE COSTS 7. BERAE

Six months ended 30 June
BEANA=1THLARMEAR

2017 2016
—E—+tF —E—RF
RMB’000 RMB’'000
AR¥T T ARETTT
(unaudited) (unaudited)
(REEEZR) (REEEZ)
Interest expenses on: FERAE
Bank borrowings HRITE 85,472 144,052
Short-term debenture SIS 24,401 18,663
Medium-term notes hERE 45,340 27,223
Other borrowings HAbIEFK 6,771 427
Corporate bonds PEES 18,493 =
Total borrowing cost BEN B 180,477 190,365
Less: amounts capitalised for construction of B BRERYE  BE R
property, plant and equipment HENERMbEE (412) (1,603)
Cost of discount of bills receivable FEWZE IR TR AR 2,965 7,028
Gain on an interest swap H R 45 B A (49) =
182,981 195,790
For the six months ended 30 June 2017, the borrowing cost was HE_ZT—+tFNA=1THILANER  EEKK
capitalised based on the terms of the general bank borrowings EMERTRZ —RBPITEENERERLE - B
in respect of construction in progress. The weighted average AFEHRE  —REENMEFHER XA
capitalisation rate on general borrowings is 5.11% per annum HFSN%(BE_ZT—"FANA=THIENE
(six months ended 30 June 2016: 4.52% per annum) for current B §F4.52%) °

reporting period.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS IR M T

For the six months ended 30 June 2017
HEZZ—tF - A=1THIEANER

8.

INCOME TAX EXPENSE

The charge comprises: FX B4E
Current tax: BNEATIE
PRC enterprise income tax A Bl SEFT IS AL

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

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

Dividend income of Aquitair Holdings Limited from Modern Farming
(Group) Co., Ltd (“Modern Farm”) is subject to Irish Income Tax
at 25%. As at 30 June 2017, the aggregate amount of temporary
differences associated with undistributed earnings of Modern
Farm was approximately RMB1,222,514,000 (31 December 2016:
RMB1,562,974,000). No liability has been recognised in respect of
these differences because the Group is in a position to control the
timing of the reversal of the temporary differences and it is probable
that such differences will not be reversed in the foreseeable future.

According to the prevailing tax rules and regulation in the PRC, the
Group is exempted from enterprise income tax for taxable profit
from the operation of agricultural business in the PRC.
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8. Fi8HiRx

Six months ended 30 June
BEANA=1THLARMEAR

2017 2016
—E—tF —E—RF
RMB’'000 RMB’000
AR¥T T AREETTT
(unaudited) (unaudited)
(RBEX) (REeEZ)
205

198 18 5 S FE H A o B AR SZ B T BB 2 B A FEER A LR
ARBRITHE A B R BT S -

o B xR A R B A Pl 2R 4225 % KO B R A
BEEMEH - B AR EENFHIATRE
FARLEERAIRITHERAH -

RARRKE(EE)ARARA(HERBEDD
Aquitair Holdings Limited &9 A% 8 42 A B 4925 %
WEBBAGE Nt A=+tHE 4
ARERBERDIRBAIOBEREZEELENAA
R#1,222,514,000c( —E—ARE+-A=+—
B : AR#¥1,562,974,00070) - ERZSE=E
HREAEE  RERASEEHENEEM
BEEERE - MZEEZETSRA] LARNEE -

REFERITHBRAUIER - AEERHEE

8%t -




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

For the six months ended 30 June 2017
HE-Z—tFA=1+HLAEA

DIVIDENDS 9. KA
No interim dividends (six months ended 30 June 2016: nil) were REANT IR - EIRSEUR A ER S (BE
paid, declared or proposed for current period. ZE—RFAA=THIESNER - &) o

. LOSS PER SHARE 10. BREE
The calculation of the basic and diluted loss per share attributable to RAEFEE A AR EAR R EEE B TR 5 A
owners of the Company is based on the following data: TEUETE -

Six months ended 30 June

BEANA=THLEANEAR

2017 2016
—E—tF —TRF
RMB’000 RMB’'000
AR¥T T ARBTFT
(unaudited) (unaudited)
(RAEEFZ) (RigEZ)
Loss B
Loss for the purposes of basic and ARETEERERK
diluted loss per share BEEERNEE (666,255) (565,668)
Six months ended 30 June
BEAB=1tHLNEAR
2017 2016
—E—tF .
(unaudited) (unaudited)
(REEZ) (RigEZ)
Number of shares RGEE
Weighted average number of ordinary shares AR ESRERNEEN
for the purpose of basic loss per share TR INET I8 5,949,128,811 5,304,767,883
Effect of share options issued by the RAREITERENTE
Company -
Weighted average number of ordinary shares AR EERESEEN
for the purpose of diluted loss per share E AT INAE T E 5,949,128,811 5,304,767,883
The calculation of diluted loss per share for the six months ended 30 SFEHE T +ER T NFAAA=THIE
June 2017 and 2016 has not taken into account the effect of the NME AR BIRESEEIE W E AN BB K
share options and share awards of the Company, as appropriate, RSB (niEA ) MEE  REBRTELEGEBE
since the assumed exercise and vesting would result in decrease in SENFRERRD -

loss per share.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS IR M T

For the six months ended 30 June 2017
HEZZ—tF - A=1THIEANER

11. INTEREST IN AN ASSOCIATE 1. R—EBE QR ER
Details of the Group's interest in an associate are as follows: AEFER—FBE R AEENFBOT ¢
Proportion of
ownership interest
ERERERNLA
Place of Registered and
Name of company establishment paid-up capital 30/06/2017 31/12/2016  Principal activities
“E-tE “E-5E
PGS R ERRARRA ~A=tR tZB=t-B IE%E
As at As at % %
30June 2017 31 December 2016
RZB-tF RZB-RF
AB=ZTH tZA=1-H
Modern Farming (Anhui) Ecommerce PRC RMB10,000,000 RMB10,000,000 45 45 Online sales of milk
Co,, Ltd. ("MF Ecommerce") kG AE®10,000,0007  AK#10,000,0007 BLREHD
BREE(ZRETABERAR
(RRAEE TR
MF Ecommerce was incorporated by the Group and two non-related —E—NER - ANEEERR L IERGEEE AT
individuals during 2016. The Group made cash capital contribution VERAMETEFEL  c AEEURSAHAREEA
of RMB1,920,000, which accounted for 45% equity interests in MF R #1,920,0007 * HERBERKMES FREEH
Ecommerce. MF Ecommerce is accounted for as an associate. 45% R - WAKMES TS AR AR S
7] e
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

12. BIOLOGICAL ASSETS

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

Milkable cows LUES
Heifers and calves INFAE R /N
Total dairy cows 9| H4-4a=t

The Group's dairy cows were fair valued by the Directors at 30 June
2017 while the fair value of the Group’s dairy cows at 31 December
2016 has been arrived at on the basis of a valuation carried out by
Jones Lang LaSalle Corporate Appraisal and Advisory Limited. The
valuation techniques used in the determination of fair values as well
as the key inputs used in the valuation models are disclosed in note
27.

RS S B SRR M =t

For the six months ended 30 June 2017
HE-Z—tFA=1+HLAEA

12. £YEE

BEPROIF R FERBERAEIAT

30 June 31 December
2017 2016
—E—tF —E—RF
ANBA=1H +=—A=+—H
RMB’000 RMB’000
AR¥T T AREETTT
(unaudited) (audited)
(REEFZ) (FE&E%)
5,091,009 5,173,559
2,515,000 2,429,400

7,606,009 7,602,959

AEBWIFR _F—EFRNA=THNRFE
THREEGHERY  NARENIFTR TR
F+ZA=+—BNATFEDERHPERTH
FHERERAERARETHERETE - BEAF
B AMERN RGEEEETAE2EH ABURRE
BRI RE27 ©
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

RS IR M T

For the six months ended 30 June 2017
(E_E—tFNA=ZTHILNEA

13. TRADE AND OTHER RECEIVABLES

13. B E 5 iR R H At B WK IR

30 June 31 December

2017 2016

—E—+tF —E—REF

~A=1+H +=—A=+—8H

RMB’000 RMB’'000

ARET T ARBFT

(unaudited) (audited)

(REEEFZ) (&&= %)

Trade receivables FEURE 5 B8R 1,442,449 1,217,606
Bills receivable R R & 27,950 1,500
Less: allowance for doubtful debts (note) W RARE (P EE) (156,400) (1,589)
1,313,999 1,217,517

Advanced payments for feeds and materials BLEEL R AR B ER 138,605 82,787
Input value added tax recoverable A Ui [0 4 TE 1 (E F 45,976 31,261
Interest receivables U S 979 694

Receivable in respect of disposal of RHEME  BEM

property, plant and equipment A FEWGRIE = 9,842
Others EAh 5,172 6,379
1,504,731 1,348,480

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

processing agreement with Mengniu Group, which is subject to
independent shareholders’ approval, pursuant to which the Group
agreed to sell its milk products to Mengniu Group to enlarge its market
share by leveraging the established distribution channel of Mengniu
Group. In the meantime, the Group discontinued its cooperation
with other major distributors. These distributors have been engaged
by Mengniu Group as the secondary distributors of Mengniu Group
for distribution of liquid milk products of the Group. In view of the
termination of the direct distributorship with these distributors,
the Group anticipated the repayment of the trade receivable of
RMB1,067,132,000 due from these distributors would be delayed
and the amount of repayment of trade receivables may not be fully
recovered. The Group will closely monitor the operations of these
distributors and reinforce collection. After taking into account of the
present value of future collection and the security of 338,602,205
ordinary shares of the Company held by certain individuals who used
to be the non-controlling equity holders of Modern Farm (Anhui) Dairy
Product Sales Co., Ltd. (“Modern Farm Anhui”) and were responsible
for selecting distributors, an impairment loss of RMB156,400,000 was
recognised in respect of the Group’s trade receivables due from these
distributors.
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R-ZT—+FXA AEEEIFEBR]IE
R RINTHE - BR%Z N FEZARE
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W BBEDREEEKANSEERS - BX
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FEHHEEMENE - ZEDHEREBERFEE
RIEEASFEENREDHEE - ADHEAE
B2 RAEEINER - ERNRIERZESHENE
BCHEERERIE  AEEERZES EEER
K FEUE 5 R AA R %1,067,132,000 T &=
EEEE - MEKESRFAEESHESRTE
ZEUE - ARBEENERZED HENE
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS S B SRR M =t

For the six months ended 30 June 2017
HE-Z—tFA=1+HLAEA

13. TRADE AND OTHER RECEIVABLES (continued) 13. BIRE SRR H A EWCRRTE ()
The Group normally allows credit periods of 30 to 120 days to its AEFEBELTHEF0E120RNEEH - &
customers. The Group may consider to extend credit periods to up SEARARELIERERETHASEER
to 360 days for certain customers that have long relationship with AR EFPHEERE&RZ360K °

the Group on a case by case basis.

The following is an aging analysis of trade receivables net of RREHRIEHZA 25 M REKRE S EZ (%
allowance for doubtful debts presented based on the invoice REEBE) OBRBOTHOT - EhEmFEHRS
dates at the end of the reporting period, which approximated the Bk zsTER B IS -
respective revenue recognition dates at the end of the reporting
period:
30 June 31 December
2017 2016
—E—tF —E—REF
A~NA=+H +=—A=+—H
RMB’000 RMB’'000
ARET T ARBFT
(unaudited) (audited)
(REEFZ) (&= %)
Trade receivables FEUE 5 8RR
— within 120 days —120KAR 462,634 672,426
— beyond 120 days but within 360 days —120RA_E{E360B AR 578,520 461,328
— beyond 360 days —360H A E 244,895 82,263
Bills receivable W=
— within 120 days —120RAA 27,950 -
— beyond 120 days but within 360 days — 120K A _E1E360B LA - 1,500

1,313,999 1,217,517
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

RS IR M T

For the six months ended 30 June 2017
HE-Z—tFA=1+HLAEA

14. TRADE AND OTHER PAYABLES

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

14. BN E SRR R EMENSRKIE

AT RIZREREI DN ENE SRRSO - RER
RH2% - BZo T ASEEEERFEEEAR

SEEB IR -

30 June 31 December
2017 2016
—EB—+E —E—RF
AVERM:N +——A=+—H
RMB’'000 RMB'000
ARET T ARBFT
(unaudited) (audited)
(REFZ) (FEEZ)
Trade payables FEHE SR
— within 60 days —60FRIAR 973,306 1,204,450
— beyond 60 days but within 120 days — HBiB60AER 120K AR 209,514 213,399
— beyond 120 days —HBiE120K 32 84,293
Bills payable (note) ENES AN 289,900 377,055
1,472,752 1,879,197
Payable for acquisition of property, BEYZE BB RZEENKIE
plant and equipment 448,150 554,959
Accrued staff costs FEZH B TRk 66,812 70,965
Accrued interest expenses FERTFI B RS 68,219 102,009
Advance payments from customers AR FRIE 19,000 77,119
Others EAh 84,709 97,478
2,159,642 2,781,727
Note: Bills payable are bank accepted and mature within six months from Mzt : ERREARRITEAR - RSB HE ARt

the respective issuance dates.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
SRR b e e e

For the six months ended 30 June 2017
(B2 —tFRNA=THIAMHEA

15. BANK BORROWINGS 15. SRITHER
During the current period, the Group obtained new bank borrowings RAHIRE  REBESFEFRTERARK
amounting to RMB1,114,507,000 (six months ended 30 June 2016 1,114,507,000c (B EZ=ZF—"FEA=1THIE
RMB1,815,091,000) and repaid RMB1,579,035,000 (six months NMEA - AR¥1,815,091,0000T) @ WEEEA
ended 30 June 2016: RMB3,568,597,000). R %1,579,035,000c(BE T —"FNA=T

BHiENEA - AR#3,568,597,0007T) °

The annual interest rate of the bank borrowings during the current Zliﬁﬁﬁaﬁ ﬁETTfﬁ?KE’J EFENF0.90% E6.40%
period ranged from 0.90% to 6.40% (six months ended 30 June (H= —NEANAZ=ZTBHIEANEA - 1.81%
2016: 1.81% to 6.40%). As at 30 June 2017, the Group's interest- 6. 40%) cRZE—+FARA=TH AKE
bearing bank borrowings were denominated in RMB and Euro. FTRIRITEFIEUARE EBUTEHE ©
16. SHORT-TERM DEBENTURE 16. BHIE S
30 June 31 December
2017 2016
—E—XE ZT—RF
ANA=1+H +=—A=+—H
RMB’000 RMB’000
AR¥ET T ARETTT
(unaudited) (audited)
(REBER) (f&5=%)
Short term debenture — unsecured FEHEES — EER 499,394 799,425
Notes: Ff%E
i. On 20 January 2017, Modern Farm issued short-term debenture with i. R-ZE—+tF—F=1+8  BREEEBPEE
a principal amount of RMB500,000,000 through China Construction FRITIRDBR A A (FAHE ) FTREAGES
Bank Co., Ltd., the leading underwriter, with maturity of nine months. A& % A K%500,000,0007T © FEANMEA o &
The short-term debenture bears a fixed interest rate of 5.39% per HEHFMETENEATF5.39% - BEARHKA
annum. Related transaction costs amounted to RMB1,500,000. The A AR1,500,0007T ° BEFZEAFF5.93% °

effective interest rate is 5.93% per annum.

ii.  On 2 September 2016, Modern Farm issued short-term debenture with i. RZT—R"FHLAZH BREFXEBBEENT
a principal amount of RMB300,000,000 through China Merchants Bank RIPBR AR (EHGHE) BITRBAGES - A&
Co., Ltd., the leading underwriter, with maturity of nine months. The AR #300,000,0007T © FEAMEA - REIES
short-term debenture bears a fixed interest rate of 5.00% per annum. HEEFEATF5.00% c BAXIHABAR
Related transaction costs amounted to RMB900,000. The effective #900,0007T ° ERRFIZE AFF5.32%  HHE
interest rate is 5.32% per annum. The short-term debenture was FHHNEAE B B RE [E]

redeemed during the current period when it fell due.

ii.  On 16 June 2016, Modern Farm issued short-term debenture with a iii. E’:‘_—‘, NENATAE  BRAKEEBPEE
principal amount of RMB500,000,000 through China Construction RIRITR D BR A B (EASHRE) BITREES
Bank Co., Ltd., the leading underwriter, with maturity of nine months. A& % A K%500,000,0007T © FEANMA o &
The short-term debenture bears a fixed interest rate of 4.67% per HEFNETENEATFL67% - BREARHKA
annum. Related transaction costs amounted to RMB1,500,000. The A ARE1,500,0007T ° BRFIEAFF5.00% °
effective interest rate is 5.00% per annum. The short-term debenture EEES AR S R RS ) -

was redeemed during the current period when it fell due.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

FFEHIIE (=] /jﬁ%iﬁﬁﬁﬁ-;I

For the six months ended 30 June 2017
(E_E—tFNA=ZTHILNEA

17. OTHER BORROWINGS

17. HAbER

30 June 31 December
2017 2016
—E—+F —E—REF
ANA=1H +-—A=+—8
RMB’000 RMB’'000
ARET R ARBFT
(unaudited) (audited)
(REBEXK) (&)
Principal payable: JENAREEE -
Within one year —&FR
— Collateralised borrowing (note) —HEAER () 41,489 38,527
— Borrowings from Mengniu Group — RS BEIER(MIFE26(d))
(note 26(d)) 377,000 =
418,489 38,527
Within a period of more than one year R A — S B N R B R 4F A HA R
but not more than two years
— Collateralised borrowing (note) — IR ER () 16,640 36,962
435,129 75,489
Less: Amount due for settlement within B 1218 A AR ERAEE S IE
12 months (shown under current BN FEEEET)
liabilities) (418,489) (38,527)
Amount due for settlement after 12 months 1218 A 1& B BA4E E /I8 16,640 36,962

Note: In June 2016, the Group entered into a financing arrangement with
Far Eastern Leasing Co., Ltd., pursuant to which the Group transferred
the legal title of certain equipment of the Group to Far Eastern
Leasing Co., Ltd. at net consideration of RMB96,250,000. The Group
is obligated to pay quarterly instalment of RMB11,325,000 from July
2016 to July 2018 and the remaining balance of RMB6,913,000 will
be paid in October 2018. Upon the maturity of the lease, the Group
is entitled to purchase back the equipment at cash consideration
of RMB100. Despite the arrangement involves a legal form of a
lease, the Group accounted for the arrangement as a collateralised
borrowing at amortised cost using effective interest method, in
accordance with the substance of the arrangement.
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BeE: M — NFE/N A » A% B E Far Eastern
Leasing Co., Ltd. AT @ E & HE - Bk - A&
B LAFE R (B A R % 96,250,000 7T [A] Far Eastern
Leasing Co., Ltd. 8 E T & 1%9’]&&%% ZIN

BER=-E—"FtAZZT—N\FLtAX
Ht*"ﬁﬂ I8 AR ¥11,325,0007T + ¥l
HEHRARY6,913,000 AR =T — N\F+ A
XAt o REEZIHE - AEBEAENBESRE
ARBI00TEERE - RERSRAERE
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

18. MEDIUM-TERM NOTES

—FR

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

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

Amount due for settlement after 12 months

1218 A1& 2 84

Notes:

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

ii. On 23 March 2016, Modern Farm issued medium-term notes with an
aggregate principal amount of RMB600,000,000 which will mature in
three years. The medium-term notes bear a fixed interest rate of 4.75%
per annum. Related transaction costs amounted to RMB1,800,000. The
effective interest rate is 5.07% per annum.

ii. ~ On 11 February 2015, Modern farm issued medium-term notes with an
aggregate principal amount of RMB200,000,000 which will mature in
three years. The medium-term notes bear a fixed interest rate of 6.31%
per annum.

B —FE EBMEHHRE

121E A A EH8
FIRmEEEET)

EE A

RS S B SRR M =t

For the six months ended 30 June 2017
(E_E—tFNA=THILNEA

18. HHAEE

30 June 31 December

2017 2016

—EB—+E —E—RF

ANH=1+H +=—A=+—H

RMB’000 RMB’000

AR®T ARETFT

(unaudited) (audited)

(REEZ) (5= Z)

1,197,650 —

598,800 1,796,605

1,796,450 1,796,605

HEHEFRIA
(1,197,650) —
598,800 1,796,605
BT

i. RZT—ARF=ZA=Z+=8 ' BRBEZTH

HZER - A& 8% A AR 1,000,000,0007T
15 5 R 4F 18 B 8F o qﬂﬁﬁmﬁaﬁlmﬂﬂ%ti

4.60% ° 18RI Sk A A AR 3,000,000 °
AR ATFL91% ©
i. RZZE—X"F=ZA=+=0 BREEZTH

HER - KNeM5E A AR600,0000007T
BR=FEE FHEZENEENEEEF
4.75% ° AR S A A A R1,800,0007T © B
BHEABTF5.07% ©

i. RZZE—RAF-A+—H BARKEBTHHE

&« A& 48585 A R#¥200,000,0007T @ #HR=
FREH - PFHERMNEEFEATF631% ©
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
F‘Faﬂll‘mm/jﬁ%iﬁﬁﬁﬁ-;I

For the six months ended 30 June 2017

(BT

tERA=THIEAER

19. CORPORATE BONDS

Corporate bonds

Note:

NEMES

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

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

30 June 31 December
2017 2016
—E—tF ZE—RF
~NA=1H +=—RA=+—H
RMB’'000 RMB’000
ARET T AREETIT
(unaudited) (audited)
(REFZ) (FEEZ)
1,045,820 249,020

FRIE-RERA ARBKRTERAEEE

B E B eHbER L2 B #2408 B R 7E T B %
TARE BER% ARK2,000,000,0007TH A 7
E&F - RZZT—AENA+=H ' ZAEBERT
BtARIES - A5 A ARE250,000,000
T BR=FEEH - RRIEFHEEFE R
FF5.30% - HEARX KA/ AREE1,125,000
TC o BEFIEABETES47% °

R—ZE—+tF=A=+N\B ' AEEETE=
HABES - A& B85/ AR S800,000,000
T R =FEEH - RRIEFNEEFNER
F5.49% - HHEARZ S KA R ARHES,600,000
7T ° BEREFE AETF5.66% °




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

20. OTHER FINANCIAL LIABILITIES

Interest swap H =t HY
Modified Considerations (note) LASETRE (BT EE)
Note: The Modified Considerations, as defined in note 20 to the Company’s

consolidated financial statements for the year ended 31 December
2016, comprised 488,036,618 ordinary shares of the Company
and cash of USD13,424,231 to be issued/paid by the Company to
Success Dairy Il Limited (“Success Dairy”) as at 31 December 2016,
which are measured at FVTPL. The Modified Considerations were
settled on 6 February 2017, resulting in a loss on derecognition of
RMB15,361,000.

RS S B SRR M =t

For the six months ended 30 June 2017
HE-Z—tFA=1+HLAEA

20. Htt A E

30 June 31 December
2017 2016
—E—+F —E—RF
AVERM:N +——A=+—H
RMB’000 RMB’000
ARBTT ARBFT
(unaudited) (audited)
(RBEX) (f&E=%)
126

926,932

927,058

CHMBE_F-RFT A=+ —BLEER

AR S IR R M TR 20T R E LT R
BEEN-_Z—AE+-_A=t+t—BAR7H
@) Success Dairy Il Limited ( [ Success Dairy | ) 2%
1TH9488,036,6 18X AR A E MR kX HH ¢
13,424,231 7T MRAFEF ABmE o &
EIIREBER_ZE—+tF_A B&EE  EL
BUHMERE B AR 15,361,0007T ©
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

RS IR M T

For the six months ended 30 June 2017
HEZZ—tF - A=1THIEANER

21. SHARE CAPITAL

Authorised
At 1 January 2017 and 30 June 2017

Issued and fully paid

At 1 January 2017

Ordinary shares issued for acquisition
of non-controlling interests (note 23)

Ordinary shares issued for settlement
of Modified Considerations (note 20)

At 30 June 2017

Presented as

21. K&K

EE
RZZE—tF—A—HK
—T—+F X A=FH
CRITREE
RZZE—+F—HF—H
ARSI R R T T Y
Limik (f7E23)
BEELEETTREMEITH
L 3mA% (fIEE20)
R—ZE—+tFA=+H
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Number of Share
shares capital
RPBE B
‘000 HK'000

TR T
10,000,000 1,000,000
5,304,768 530,477
338,602 33,860
488,037 48,804
6,131,407 613,141
30/06/2017 31/12/2016
—E—+F —TE—REF
~A=TH +=-A=+—8
RMB’000 RMB’000
ARBTT ARETT
526,058 452,959




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

22. SHARE-BASED PAYMENT TRANSACTIONS

(@)

(b)

Share Option Schemes

As at 1 January 2017, the Company had outstanding share
options granted under several share option schemes, namely
Share Option Scheme |, Share Option Scheme I, Share Option
Scheme Il and Modern Farm Option Scheme. The definition
and details of these share option schemes are set out in note
33 to the Company'’s consolidated financial statements for the
year ended 31 December 2016.

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

Modern Farm Option Scheme

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

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

SRR b e e e

For the six months ended 30 June 2017
HE-Z—tF - A=1THIENER

22. BB ABNRRS

(@

(b)

BT E

R=F—tF—A—8  REETERES
2 - BB AR &I - AR BN - BBRRE
STEINER R BRAE S - ARRER
BRHARTTEOBRE - ZSBIREBNE
BERABEHRNARAEE_Z— R+
=+ —RIEFENGA P ERRMESS -

M-E—EF_f  RERFHETEFIEER
& EXAUREE I T EFTA AR R BEI TR R
TEBRE - RZE—+F=F  FABER
REEHE - BBRRAERTEIN - BB 2 MR
RAREB BT SINARABEIZEY
I - ARIREEASHEAT S - BEARAE ST 21 N BE AR
R BB TR AT M ARTTE B R RER
W BIM9,142,924 7 BE IR B
SEREBEIEH - MR EBER
DR ANRFEE - EEr—RIEERER
T AR#92 623,000 AR - MEt
ZE O BT E AT BB E R T
ZH)AR%204,543,0007T & RE O EH R (R

HaH -

BB BRESE

RAKRETETVRBEBRAE—ZTTNF A
MBI HHEFES  EBEEARAHE
FEWNBARINEZERAERES IR
B YR -_ZT—hEANBER -8
BIRAMES - BRKERRABERS
BEEh Ao BEE AL ([BRAMERAR
ADNEEARES X ARY10,821,0697T
BAEARNERE(BRBMERKE] - m
EHRRKEBRER_STAE~A++
BMITEEASARBITEHERARE
5.98837C * B HIRFSRE ©

R-T—TFNA=1H  BREKEARA
RERARBET T ARB R M ARENE
BEARzEA ANRE10,821,0697T  1HIRAKIK
E¥RZBHEHEARR2.09% °
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS IR M T

For the six months ended 30 June 2017
HE-Z—tFA=1+HLAEA

22. SHARE-BASED PAYMENT TRANSACTIONS

(continued)

22. ARG XABNRRS (#)

(b) RARBEBRETE(2)

(b) Modern Farm Option Scheme (continued)

On 31 October 2010, the Company granted to the MF RZZE—ZF+A=+—H RA2ENUERK
Grantees a total of 87,412,507 share options of the Company BRI E AR AR E S $£87,412,507

for nil consideration and each with an exercise price of MARRNRERE  BHBRETEERS
HK$0.86 (RMBO.74) per share (the “Management Options”) to f20.8678 L (ARK0.747) ([ EE B
replace the MF Options which lapsed and ceased to have effect 1) - ABRRRE QRO N EAERAIER

REERRE - AARERERR - REQ
B EREEERER R AR ERER
- M EEEREEE AR AR ERERE
SIHMIBRATFELNEKN - TREEEHE
EREREN AR EE

at the same time. The Company’s management considers that
the Management Options granted is a replacement of the MF
Options granted and the incremental fair value caused by the
replacement of the MF Options with the Management Options
is insignificant. The following table discloses movements of the
Management Options during the current period:

Outstanding and

Outstanding Granted Exercised Accepted the exercisable

as at during during offer during as at

Category 1 January 2017 the period the period the period 30 June 2017
RZB—t%

R=2-tF ~A=tH

-A-H e R AT 6

LoR] KA Mz kAR
Management Options ERERRE 60,073,756 (9,142,924) 50,930,832
Outstanding

Outstanding Granted Exercised Forfeited  and exercisable

asat during during during asat

Category 1 January 2016 the period the period the period 30 June 2016
5 RZT—1%
RZE—RF ~NA=TA

—A—H BARITE

HATTRE BrRi Hnfk BRRl Rl

Management Options ERERRE 60,073,756 - - - 60,073,756

n CHINA MODERN DAIRY HOLDINGS LTD. INTERIM REPORT 2017




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

22. SHARE-BASED PAYMENT TRANSACTIONS

(continued)

(c)

Share Award Scheme

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

Based on the trust arrangements among the Company, the
sole shareholder of the Trustee and the Trustee, the Company
is able to control the Trustee and its subsidiary, Dairy Fortune,
pursuant to IFRS10 Consolidated Financial Statements.
Therefore, the Group accounts for the Trustee and Dairy
Fortune as consolidated structured entities. The ordinary shares
of the Company held by Dairy Fortune as at 30 June 2017
are accounted for as a debit to the Group’s reserve and are
presented under the account of “Shares held under the Share
Award Scheme” in the consolidated financial statements.

SRR b e e e

For the six months ended 30 June 2017
HE-Z—tF - A=1THIENER

22. IR ZANERRS 2

B 42 R Bt &l

REZZE—R"ENLANLB(EAKBE]) @ &
A RIEAN—TE B 22 B a2 ([ AR 15 22 Bh 5T
) LNABREEAEEETEEERK
ERGEREENER -BRAQRAESES
((BEHg )BT EARERIESN B
PEETEAMARE  BFRMEHEE
B o RIE AR BB ET B % 2B B9 AR 10 5 B
ZK/A B)35 #BDairy Fortune (PTC) Limited ([
£ A |) & & % & H Dairy Fortune Limited
(I Dairy Fortune |) #Z BB AR Al FE R LA AR &
EXHRESEARTESE EKE - Wi
ERAANAHEET2HEERE  EER
R DR EINE TS ERROEE T
HHREE F 28 E ° Dairy Fortune 7] i§ A K
% {7 2 B £ PR 55,000,0000% f% 15 o 484K
© 5 FR AT HE70,000,0008 7T - HE
—E-RNFE+-A=ZFT—HLEE RE
ANA E4E7R © Dairy Fortune B ft A B 5
U A 535,519,000 % A A 7] i@
BB 4 568,966,00075 T (FHERHIAR
#£61,424,0007T ) ° A& B -+ Dairy
Fortuneft 2 A i %5 W& 55 450,000 A% &
A% - BNRE4 A803,0007 T (FHERK
AK®713,0007T) + EtDairy Fortunefi# &
/& BARER B $E 1% 35,969,0000% ([ 42EHA%
31 .

BIEARAR - STEANE—RERZFTAZ
HMETREE - AQRIREREV SR EE
BIE 109847 & M IS SR R SR H R FEA K
E /B A FDairy Fortune ° Fitt © REE
LA KDairy Fortune ABRYI B4R A ZREE
BZ o Dairy Fortune®R —ZT—+F XA =+H
FIFARRERRARIARNEEFEHES
50 WHIRERE M T R [ ARIRAR 10 22 @) 5T
EEBEHRG BT o
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

RS IR M T

For the six months ended 30 June 2017
HEZZ—tF - A=1THIEANER

22. SHARE-BASED PAYMENT TRANSACTIONS

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

On 21 April 2017 (the “Grant Date”), a total number of
35,969,000 Award Shares were granted to the selected
participants. Out of the total shares granted, 13,274,000
Award Shares were granted to certain members of
management, which would vest in two tranches each on the
second, and third anniversaries of the Grant Date provided
that certain performance and service conditions are met. The
remaining Award Shares of 22,695,000 were granted to the
eligible employees, which would vest in the second anniversary
of the Grant Date provided they are still employed by the
Group.

The fair value of the Award Shares granted was calculated
based on the market price of the Company’s shares at
the Grant Date. The fair value of the Award Shares at the
Grant Date is HK$1.66 per share. The aggregate fair values
of the Award Shares are HK$59,709,000 (equivalent to
RMB52,854,000). The Group recognised a share award
expense of RMB4,535,000 accordingly during the current
period.

23. ACQUISITION OF NON-CONTROLLING
INTERESTS

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

n CHINA MODERN DAIRY HOLDINGS LTD. INTERIM REPORT 2017

22. IR ZANERRS 2

(c) BGRB8 (=)

R-ZE—+FMA-—+—HB((REBEH])
4 $£35,969,000 1% SN (0 & TiE T L 68
F o RFTAREDRMAF + 13,274,000% 42
BROETFETERENKE @ RIEHAH
WE_BARAFRE=-FARAFSEBMED
o EARESE T RE KRGS - Rk
22,695,000/% AR D AR T & EEEE -
RELBSENE—ARFRE - EREAD
ZERNAEE o

B 1% H 2B A B0 A FAE T IRIR A A R D
REL B BENTEE - HERMHRE D
BENAFEATRI.66/8TT  EEIRMD A
HRAF(E A59,709,000/8 T (HHENARKE
52,854,0007T) ° E It + A5 E A B
R 12BN S AR #4,535,0007T °

23. WiBFFERERS

N-ZE—+tF—A—+AA  KAFAARNEEK
BATER R (LR 2R EER A A (E
R ZN£E [E N 5 358 ) #497338,602,205 AN AL
% - LA #aStrong Alliance Investment Holdings
Company Limited (E#E A IR AHE (LR A5 %R
T2 e ws ) 2 BRAR ME R SR T A5 R A R HE 1,800,000
TC o B EIEE - MABE(ZR) BAR R
B45% KRB RBFERE5% - DEBEREQT
B8 AT S SR AR i o R AR BREEA R
#5555,297,000 T AN 52 B Eofth (& 8 HR F0BR o




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

For the six months ended 30 June 2017
HE-Z—tFA=1+HLAEA

24. OPERATING LEASE COMMITMENTS

The Group as lessee

At the end of the reporting period, the Group has commitment
to making future minimum lease payments in respect of property,
plant and equipment and leased land rented under non-cancellable

operating leases which fall due as follows:

Within one year
In the second to fifth year inclusive

25. CAPITAL COMMITMENTS

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

—FUR
—EhF(BREEEWT)

ERTRERFHER BN E AR

24, KEHERIE
AEBE(ERABEAN)

30 June
2017
—E—+tF
~A=1+H
RMB’'000
AR¥ET T
(unaudited)
(REER)

11,368
4,547

15,915

25. BEAEIE

30 June
2017
—E—+tF
A~HA=+H
RMB’'000
AR®TT

(unaudited)
(REER)

ARUIBEYR - BE KRR
119,529

RBEHR - REBEAGERRIE TR EE
HEMERNYE  BEMREAREE L
MARRREESRIBERINTAT

31 December
2016
—T—RF
+=-HF=+—8~
RMB’000
AREETTT
(audited)
(F&E%)

11,078
9,666

20,744

31 December
2016
—T—RF
+=—RA=+—8H
RMB’000
ARETF T
(audited)
(5e5E%)

134,302
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS IR M T

For the six months ended 30 June 2017
HEZZ—tF - A=1THIEANER

26. RELATED PARTY TRANSACTIONS 26. BEARS
(@) Names and relationship with related parties are as (@ UATABREFZBREFELNE
follows: % :
China Mengniu Dairy Co., Ltd. (“Mengniu Company”) A shareholder who directly and indirectly held 61.25%
of the Company’s issued share capital

FERFIAEERAR(TRFAAE D) BEMEESEARARREEITRAG61.25%H AR
Inner Mongolia Mengniu Dairy (Group) Company Limited* A subsidiary of Mengniu Company
AREERFIE(EERNHBERAA* EGNGIEolia)EsPNE]
Inner Mongolia Mengniu Dairy Keergin Co., Ltd.* A subsidiary of Mengniu Company
NRERFIERBIOEREERA* SERARHE AR
Mengniu Dairy Taian Co., Ltd.* A subsidiary of Mengniu Company
SHAERLZBERAA* S RAIRHE AR
Mengniu Dairy (Maanshan) Co., Ltd.* A subsidiary of Mengniu Company
SEAE(FRL)ARAF SERTHEAT
Hubei Frealth Dairy Co., Ltd.* A subsidiary of Mengniu Company
WL RS RAFBR AT SERTIRHEAR]
Mengniu Dairy (Shangzhi) Co., Ltd.* A subsidiary of Mengniu Company
SEZAFE(ER)BR QA SERRMME AR
Mengniu Dairy (Chabei) Co., Ltd.* A subsidiary of Mengniu Company
A BRAR S REIRME AT
Mengniu Dairy (Baoji) Co., Ltd.* A subsidiary of Mengniu Company
SHIAE(EH)BRAR EG NG Eolin)EEPNE]
Mengniu Dairy Meishan Co., Ltd.* A subsidiary of Mengniu Company
SHEEBLBRAR* S RAEIRHE AR
Mengniu Saibei Dairy Co., Ltd.* A subsidiary of Mengniu Company
SHEIIEBERAA* EHEREIRME AT
Mengniu Dairy (Sugian) Co., Ltd.* A subsidiary of Mengniu Company
SHAE(ER)BRAR EG NG Eolin)EEPNE]
Shijiazhuang Junlebao Dairy Co., Ltd.* A subsidiary of Mengniu Company
ARERLBIEGR AR S RAEIRHE AR
Mengniu Dairy (Wuhan) Co., Ltd.* A subsidiary of Mengniu Company
SEABRRERRA T S ARNKEAT
Mengniu Dairy (Tongliao) Co., Ltd.* A subsidiary of Mengniu Company
BEMSFAMRBEREERR]* SERARHE AR
Inner Mongolia Mengniu Hi-tech Dairy Co., Ltd.* A subsidiary of Mengniu Company
NERERFERFEERAR S RAEIRHE AT
Mengniu HiTech Dairy (Maanshan) Co., Ltd.* A subsidiary of Mengniu Company
SRR m (BRI BRAA]* EG NG Eolia)E5PNE]
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

26. RELATED PARTY TRANSACTIONS (continued)

(@

Names and relationship with related parties are as
follows: (continued)

Mengniu Dairy (Jiaozuo) Co., Ltd.*
SAFEEE)BRAA

Mengniu Dairy (Tai Yuan) Co., Ltd.*
SHAEKR)ERAA

Mengniu Dairy (Qingyuan) Co., Ltd*
SHHEOBR)BRAR

Mengniu Dairy (Beijing) Co., Ltd.*
SAIEULR)BREERR
Mengniu Dairy (Baoding) Co., Ltd.*
SHAEURE )RR A

Baoding Mengniu Beverage Co., Ltd.*
FRESFTHRE AR AR

Mengniu Dairy (Hengshui) Co., Ltd.*
SHFEER)BRAR

Mengniu Dairy (Tangshan) Co., Ltd.*
SHAEEL)AREERR
Mengniu Dairy (Luannan) Co., Ltd.*
SAECRE)EREEAR
Mengniu Dairy (Jinhua) Co., Ltd.*
SAE(EE)FRAA

Mengniu Dairy (Shenyang) Co., Ltd.*
SHAECES)BREERR
Jinhua Mengniu Modern Dairy Products Co., Ltd.*
SERFTERIBERBERAA]
Hubei Mengniu Dairy Products Sales Co., Ltd.*
MR FIEHERR AR

* These entities are subsidiaries of Mengniu Company (collectively
referred to as “Mengniu Group”).

SRR b e e e

For the six months ended 30 June 2017
HE-Z—tF - A=1THIENER

26. BEARRZ (&)

UTABAELREBREBELNEA
&®:#)

A subsidiary of Mengniu Company
S REIRME AT
A subsidiary of Mengniu Company
BN Eolia)EEPNE]
A subsidiary of Mengniu Company
SHEREINHEAR
A subsidiary of Mengniu Company
S REIRME AT
A subsidiary of Mengniu Company
BN Eolia)EEPNE]
A subsidiary of Mengniu Company
SERTIRHIE AR
A subsidiary of Mengniu Company
S REIRME AT
A subsidiary of Mengniu Company
BN Eolia)EEPNE]
A subsidiary of Mengniu Company
SERTIRHIEAR]
A subsidiary of Mengniu Company
EGRNGIEolia)EsPNE]
A subsidiary of Mengniu Company
BN Eolin)EEPNE]
A subsidiary of Mengniu Company
SERTIHHIE AR
A subsidiary of Mengniu Company
S REIRME AT

* ZEEBRRTARNKBARGER
HERE )

HERAHEERBRD R 2017 R HHRE



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS IR M T

For the six months ended 30 June 2017
HE-Z—tFA=1+HLAEA

26. RELATED PARTY TRANSACTIONS (continued) 26. BEARRF (@)
(b) At the end of the reporting period, the Group had (b) RBEHR > AEEHERBELSE 5
the following balances with related parties: EER
Amount due from FE U BB EE 5 2kl
30 June 31 December
2017 2016
—E—+F —E—RF
AH=1+H +=—A=+—8~
RMB’000 RMB’000
AR¥T T AREETTT
(unaudited) (audited)
(REER) (F&E%)
Mengniu Group R4 EE
Trade receivable — raw milk B E 5 BR K — R
Within 120 days based REZRFH120RAR
on invoice date 235,873 98,335
Trade receivable — liquid milk B E 5 BR K — R REL
Within 120 days based REZRFH120RAR

on invoice date

CHINA MODERN DAIRY HOLDINGS LTD. INTERIM REPORT 2017




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

For the six months ended 30 June 2017
HE-Z—tFA=1+HLAEA

26. RELATED PARTY TRANSACTIONS (continued)

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

Mengniu Group S45E
Sales of raw milk SHE FREH
Sales of liquid milk SHE RREL)

The sales prices were based on mutually agreed terms.

26. BERR S (#)

(c) MAHIE » REMERBELFIZUT

X5 :

Six months ended 30 June

BEAA=THLEANEAR

2017
—E—tF
RMB’000
ARET T
(unaudited)

(REER)

1,534,675
22,602

1,557,277

2016
—T—RF
RMB’000
ARBTFT
(unaudited)
(REEER)

1,123,999

1,123,999

BEEERIERLRBEGEK
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS IR M T

For the six months ended 30 June 2017
HE-Z—tFA=1+HLAEA

26. RELATED PARTY TRANSACTIONS (continued) 26. BELRZ (4)

(d) Other Borrowings (d) HAbfER

During the current period, the Group entered into the RAARNERE - ANEBEERTVUTRS ¢
following transactions with related parties:

As at

1 January 2017
RZB—t#
—A-H

As at

30 June 2017
R-Z—tf
AA=1H

Raised during
the period

Payment during
the period
REAEE REANH
Other borrowings from
Mengniu Group

377,000,000 377,000,000

(e)

In May 2017, the Group entered into two entrusted loan
agreements with Mengniu Group and Agricultural Bank of
China (“ABC"), pursuant to which, Mengniu Group agreed to
offer borrowing facilities of RMB1,500,000,000 to the Group
through ABC. The borrowing facilities will mature in May 2020
and bear interest at rates determined based on the benchmark
interest rate of People’s Bank of China. During the current
period, the Group drew down borrowings of RMB377,000,000
under the agreements. The borrowings will mature within one
year and bear interest at rates ranged from 3.96% to 4.00%
per annum.

Compensation of key management personnel

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

Salaries and other benefits T R E R
Recognition of equity-settled share-based
payment

Retirement benefits scheme contributions

SRR

CHINA MODERN DAIRY HOLDINGS LTD. INTERIM REPORT 2017

BRI REE AR

RIRENIETEIH

(©)

REZZ—+FAHA AEERSTFEERF
BRFRIT([FREEERITDIVMEE
HEXRHE Bt SFSERESEBET
BEEXBTMAEERHERBREARE
1,500,000,0007T ° ZEBEHME KK =F
ZEFEH AR - R EARRITHELER)
KETERFEGTE « RAHRF - AEBEIR
BZEH=E REE AR 377,000,000
TC ° RS EFER —FAEER - WRFEF| X
N F3.96%E4.00%51 8. °

FEEE A B

AT REZEEA BN REHRAOHH :

Six months ended 30 June
BEAA=THLEARMER

2017 2016
—ZT—tF —E—RF
RMB’000 RMB’000
AR¥T T ARETTT
(unaudited) (unaudited)
(REBEXK) (REeEZ)
4,480 3,631
27,190 4,776

96 90

31,766 8,497




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

For the six months ended 30 June 2017
HE-Z—tFA=1+HLAEA

27. FAIR VALUE MEASUREMENTS 27. AYVERTE
Fair value of the Group’s biological assets, other REEMEEHENAEEEYEE - H
financial assets and other financial liabilities that are HEMEERNHEMEREEN A TE

measured on a recurring basis

The Group's biological assets, other financial assets and other AEENENEE  HttemEEREMERE
financial liabilities are measured at fair value at the end of each BEREREPREAFENZE - TRIBEHAEBIR
reporting period. The following table gives information about BATER 28 AR TS RIEE NAEE
how the fair values of these assets and liabilities are determined ZEEBERABRENATEGENZFEANGE
(in particular, the valuation technique(s) and inputs used), as well FERBAEIE) RAFEFEMEIDHAF
as the level of the fair value hierarchy into which the fair value BRIKFE(E—ZE=R)NEL -

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

Fair value hierarchy A EHE

Fair value as at Fair value as at
30 June 31 December
2017 2016  Fair value
R-ZE—tHF R=ZF—7"F hierarchy
ZA=t—H A¥E

Assets/(liabilities) AB=t+H +
BE (&) WA TE HATEE &5
RMB’000 RMB’000
AR®¥T ARETTT
Biological assets EYEE 7,606,009 7,602,959 level 3
o
Modified Considerations LIEFTRE (926,932) level 2
=&
Other financial liability — interest swap EMea e E—FI=EH (126) level 2
EZR
Other financial asset — foreign Hihe i EE—INEHE 11,236 level 2
currency forward FR

HERAHEERBRD R 2017 R HHRE




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS IR M T

For the six months ended 30 June 2017
HEZZ—tF - A=1THIEANER

27. FAIR VALUE MEASUREMENTS (continued)
Valuation techniques used in fair value measurements
The following table shows the valuation techniques used in

measuring Level 3 fair values, as well as the significant unobservable
inputs used in the valuation models as at 30 June 2017:

Type
i

Valuation technique

b1ER A

27. A¥{EE®)

R ABIE

Significant unobersvable inputs

EXFUBRGALE

DR EFEERNGETS A

TRINTFAEF =R FERMANR _F—LFX
A=+ B/ETE  WREEEEFANERTATE

Inter-relationship between
significant unobservable
inputs and fair

value measurements
EATTEERARBENTE
STEZHEMAERE

Heifers and
calves

N RN

CHINA MODERN DAIRY HOLDINGS LTD. INTERIM REPORT 2017

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

WEAFRNHERFEDZZE M,
MEEE °

Average local market selling prices
of the heifers of 14 months old were
estimated at RMB23,700 per head at
30 June 2017 (31 December 2016:
RMB23,700).

RZZ—t&XA=+H 14@RH
NG E S ETEET AR
FARE23,700L(ZE—~FE+=A
=+—8 : AR¥23,7007T) °

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

AT EL EMEE R ER &
TR RFEHERD LB AEN
RZTRA




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

27. FAIR VALUE MEASUREMENTS (continued)

Valuation techniques used in fair value measurements
(continued)

Type
kil

Valuation technique

EERE

5]

RS ISR R L

For the six months ended 30 June 2017

HE-Z—+FRA=THILREA

27. A¥{EE®)

Significant unobersvable inputs

EATUERGARE

DNHEFERERANMGEL EE)

Inter-relationship between
significant unobservable
inputs and fair

value measurements
EATTEERABRBENTE
FTEZENEERE

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

ELMAEANF AR N R
MR FEDERESTERES
BRBEHROREAEE 141 AR
ARG ERAA - MEEE—RA
AFEMET - ARt - EZ 1416
ABERAR N FENRFETE
nERNEERAEAREEERR
REERRO B AN AR
o EREE—RAATIEMER o

Estimated average feeding costs per
head plus margin that would normally
be required by a raiser for heifers and
calves younger than 14 months old
are RMB14,989 at 30 June 2017 (31
December 2016: RMB16,151); average
estimated feeding costs per head plus
margin that would normally be required
by a raiser for heifers older than 14
months old are RMB15,888 at 30 June
2016 (31 December 2016: RMB15,799).

RZZE—+EXA=Z1H  HPR14
BAMNSERNENE @ BHEEH
T RBRKA NS B B —RFTAFE
BARE14989T(ZE—~F+=A
=t+—H: AR¥16,15175) : R=F
—NERNBZ=TH  BEMAERKN
S4ME - FEFFHERERAM
BEm—MEANEAARE15,8887T
(ZE—R"FEFTZA=1+—H: AR
15,7997T) °

FEREAMEZRERAT 2017 R HHRS

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

PR BN AT B B —RAAH
BEMBERZR,/PRAEAN N
RN RTEAERS LR REM,/
WD RZIA °




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS IR M T

For the six months ended 30 June 2017

BE—T

27. FAIR VALUE MEASUREMENTS (continued)

Valuation techniques used in fair value measurements

(continued)

Type
kil

tgl\ﬂ +E|H:/\f.ﬂ

Valuation technique

EERE

27. A¥{EE®)

Significant unobersvable inputs

EATUERGARE

DNHEFERERANMGEL EE)

Inter-relationship between
significant unobservable
inputs and fair

value measurements
EATTEERABRBENTE
FTEZENEERE

Milkable cows

e

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

MR FEEEERS HERNEA
(ERBRABDTELNBRRRR
HERB)ERE °

CHINA MODERN DAIRY HOLDINGS LTD. INTERIM REPORT 2017

The estimated feed costs per kg of raw
milk used in the valuation process are
RMB1.92 for the six months ended 30
June 2017 (for the year ended 2016:
RMB1.98), based on the historical
average feed costs per kg of raw milk
after taking into consideration of
inflation.

A milkable cow could have as many as
six lactation cycles. Estimated average
daily milk yield at each lactation cycle
is ranged from 26.3 kg to 28.3 kg for
the six months ended 30 June 2016
(for the year ended 2016: 24.5 kg to
26.5 kg), depending on the number of
the lactation cycles and the individual
physical condition.

BE_Z—+tF~A=tHIENEAR
ﬁﬁﬂk¢ﬁﬁmt ARG
RAEBAREIQIT(BE-T—~F
HEE : AR%1.987) » BERER
rRPRES FHREMRA T RBE
WIRETRE -

NEEZENEAHILS - BEZT—RN
i/\ﬂ ‘|’E|JJ:/\1 )E] K”ﬁ?LHﬂEﬂE
FEHERENENT263RTE28.3
DF(BEZZ—AFLFE : 2450
TE2650T) @ RWAMEE URE
BRFEHRME °

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

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

FRNE QT R G HEAARIE N
ABHREATEENB/LHIT
B RZIA -

FRE G SRt RENEEMA
BYMF D FEE BB HIE
B RZITA -




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

For the six months ended 30 June 2017
HE-Z—tF - A=1THIENER

27. FAIR VALUE MEASUREMENTS (continued) 27. A EFTE®)

Valuation techniques used in fair value measurements

DNHEFERERANMGEL EE)

(continued)
Inter-relationship between
significant unobservable
inputs and fair
value measurements
Type Valuation technique Significant unobersvable inputs EXTUBEGABEHATE
Lpic) HERE EXTABRBAYE FTEZENEERE

Estimated local future market price for
raw milk is RMB3.60 per kg at 30 June
2017 (31 December 2016: RMB4.03 per
k).

R-Z—+ERA=1H - Hatak
KENMEASAT ARE360TL(=
Z—RE+-A=1+—H0 B8AFAR
#4.037T) °

Discount rate for estimated future cash
flow used is 13.00% at 30 June 2017 (31
December 2016: 13.00%).

R-Z—+EXA=1H  FAfER
KEERENBREE13.00%(=F
—NFE+ZA=+—H:13.00%) °

HERAHEERBRD R 2017 R HHRE

An increase in the estimated average
selling price of raw milk used would
result in a much higher percentage
increase in the fair value measurement
of the milkable cows, and vice versa.

FRE R P EER M S
BERFETENBALGEM - R
IR o

An increase in the estimated discount
rate used would result in a slightly
smaller percentage decrease in the fair
value measurement of the milkable
cows, and vice versa.

LIRS IR E SR SYN
FEFENENLOITRE  R277
o o




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

For the six months ended 30 June 2017
HE-Z—tFA=1+HLAEA

27. FAIR VALUE MEASUREMENTS (continued) 27. AV EFTE#)
Reconciliation of Level 3 fair value measurements of EYEEFE=HNANTETENEEE

biological assets

Heifers,
calves and
milkable cows

INEE

R4
RMB’'000
ARET T
(unaudited)
(REER)
Balance at 1 January 2017 RZT—+F—HA—Br%&EER 7,602,959
Feeding cost TE=Ap N 730,917
Decrease due to disposal &SI Z AR (230,787)
Loss arising from changes in fair value less costs of N EZ IR EENERE
dairy cows (497,080)
At 30 June 2017 R_ZE—tFA=+H 7,606,009
28. EVENTS AFTER THE REPORTING PERIOD 28. EHREE
There is no significant event after the reporting period. WEHEIWESEANEIR -

n CHINA MODERN DAIRY HOLDINGS LTD. INTERIM REPORT 2017
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