


“Farming diligently only for purity,
genvuineness, freshness and vitality”
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China Modern Dairy Holdings Limited (the “Company” or “Modern
Dairy” together with its subsidiaries, the “Group”) is currently the
largest dairy farming operator and fresh raw milk producer in the
People’s Republic of China (the “PRC”) in terms of its herd size and
milk yield. Modern Dairy operates 26 dairy farms in the PRC with dairy
cows over 235 thousand heads and annual milk yield around 1.5
million tons. The Company initiated the production model of “Zero-
distance Integration of Forage Grass Planting, Cows Breeding and Milk
Processing within Two Hours”, which is the first and the only enterprise
at present in the PRC that applies integrated production model with
SGS certification. Modern Dairy’s products have been awarded the
Gold Prize of Monde Selection which is generally regarded as the
“Nobel Prize” in the food industry, for the past seven consecutive
years.
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BOARD OF DIRECTORS

Executive Directors
Ms. GAO Lina (Vice Chairman and Chief Executive Officer)
Mr. Han Chulin (Chief Operation Officer),
resigned on 1 April 2020
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appointed on 1 April 2020
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Ms. GAO Lina
Mr. LI Kwok Fat

COMPANY SECRETARY
Mr. LI Kwok Fat (CPA, ACIS, ACS)
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HEADQUARTERS

Economic and Technological Development Zone
Maanshan City, Anhui Province

PRC

REGISTERED OFFICE

Maples Corporate Services Limited

PO Box 309

Ugland House

Grand Cayman, KY1-1104, Cayman Islands

HONG KONG OFFICE
Room A, 32nd Floor, COFCO Tower
262 Gloucester Road, Causeway Bay, Hong Kong

PRINCIPAL SHARE REGISTRAR AND
TRANSFER OFFICE

Maples Finance Limited
PO Box 1093

Queensgate House

Grand Cayman, KY1-1102
Cayman Islands

HONG KONG BRANCH SHARE REGISTRAR AND
TRANSFER OFFICE

Computershare Hong Kong Investor Services Limited
Rooms 1712-1716, 17/F, Hopewell Centre
183 Queen’s Road East, Wanchai, Hong Kong

LEGAL ADVISORS

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

As to PRC Law
Commerce & Finance Law Offices

As to Cayman Islands Law
Maples and Calder

AUDITOR

Deloitte Touche Tohmatsu

PRINCIPAL BANKERS

China Construction Bank Maanshan Branch
Agricultural Development Bank of China
China Minsheng Bank

China Construction Bank (Asia)

Rabobank Hong Kong

Westpac Banking Corporation

STOCK CODE
The Stock Exchange of Hong Kong Limited: 1117

WEBSITE AND CONTACT

http://www.moderndairyir.com
Enquiry: (+852) 2850-6252
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HIGHLIGHTS
0O

FOR THE SIX MONTHS ENDED 30 JUNE ooeQ3oc0Onon
(All amounts in Renminbi (“RMB”) OO0O0000COOO0O0OOO 2020 2019 Change
million unless otherwise stated) 0oOoooooooooog 20200 20190 oo
(unaudited) (unaudited)
000000 pyeeiayupeiels]
Revenue oo 2,827.8 2,570.1 +10.0%
Gross profit before raw milk fairvalue O0OO0O00OO0O00OO00O0O 1,052.0 898.1 +17.1%
adjustments
Cash EBITDA (Note 1) O OEBITDAIO O 10 865.4 +14.0%
Profit attributable to owners of gooooogooog 124.9 +76.7%
the Company
Net operating cash inflow goooooo 855.6 +23.3%
Free cash flow (Note 2) gooomooa2o 351.1 +79.9%
Basic earnings per share (RMB cents) oobooomooooo 2.05 +69.3%
Net asset value per share (RMB) ooooopmoooog 1.07 +6.5%
(Note 3) 00o3o
Annualized milk yield of milkablecow OO000O0O0OMMIO00O0O 10.6 +5.7%
(tons/head)
Period milk yield (tons ‘0,000) oooomood 75 68 +10.3%
Herd scale (heads) goomoo 235,877 226,861 +4.0%
Strong Growth in Financial Performance: For the six months J000o0oDO0oO0oo20200603000
ended 30 June 2020, the total revenue of the Group reached Jo0ooDoo00oooo0oooDDoO2s.2s8d
RMB2,828 million, representing a year-on-year (“yoy”’) increase gooobDbl10%0d00OEBITDAD O OO
of 10%. Cash EBITDA recorded RMB987 million, a yoy increase of 098700 0000014% 000000
14%. The profit attributable to owners of the Company reached jooooooooo2210000000
RBM221 million, a yoy increase of 77%. Excluding the one- 7% 0000000000000 0DOO0O
off gains in the two corresponding periods, the profit increased 0201000000000 492%0
substantially by 492% compared to the same period in 2019;
Significant Increase in Free Cash Flow: The cash flow jo0ooooooooooOoooogoo
position of the Group was strong, with free cash flow increased goooooooodooooooobe.s2n
significantly to RMB632 million, representing a yoy growth of 00000080%0
80%;




HIGHLIGHTS
(18

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

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

Branded Milk Won Gold Awards for Seven Consecutive
Times: Modern Dairy’s pure milk was awarded the Gold Prize
of Monde Selection for the seventh consecutive year; the brand
of Modern Dairy has been shortlisted as the *“Strategic Partner

. goooooOooooOoooOooooOoooo
ooooooOoooOOoooOooooOoooo
011.2(1020190 0 10.60 0 0O 0 0O O 6%0
oooboooooooooooogyson
020190 0680 000 OO 10%0 O 2020
e300 0000002358770 0000
ob004%009,000000000000O
obooooooDo
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51%0

i goooooooooooOooooooo
goodooooooooooobobooboo
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ooooooooooooOooooooo

of China’s Aerospace Industry”, symbolizing that our premium goooooo
quality branded milk was widely recognized by all sectors of the
society.

Notes: ogoo

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

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

Equity attributable to owners of the Company at the period end divided by
the number of ordinary shares in issue at the end of the reporting periods,
defined as the six months ended 30 June 2020 and the six months ended 30
June 2019.
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Raw Milk Production (tons’0,000) Annualized Milk Yield (per milkable cow)
0000oooo O000O0opDooooo

tons/head/year .'

ooooo -~

- o 1H2018 1H2019 1H2020 1H2011 1H2012 1H2013 1H2014 1H2015 1H2016 1H2017 1H2018 1H2019 1H2020
Sales of Raw Milk (RMB’million) Gross Pro ts (RMB'million) and Margin (%)
OD000O0Ooooooooo D0oooooooo0O0O0OOOOO

2,828
2,570 1,052

2,344

1H2018 1H2019 1H2020 1H2018 1H2019 1H2020
Net Operating Cash In  ow (RMB’million) Interest-bearing Loan (RMB’million)
00000000oooooooon OD00000Ooooooooo

7,116

1,055

1H2018 1H2019 1H2020 1H2018 1H2019 1H2020
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FRESH RAW MILK

Ooooo

We operate a total of 26 dairy farms with 235,877 dairy
cows in total across seven provinces in mainland China. Each
milkable cow on average can produce 11.2 tons of fresh
pasture milk each year.
O000O00ooooOoOooOoOoz2e0000000
235877000 000000D0COO0OOOO11.20000
ooo

K PUREMILK,

&

Net Weight

PURE MILK WITH GOLD AWARD
0oddn

The pure milk is awarded gold prize at Monde Selection for
seven consecutive years, produced by self-owned farms with
high-quality milk sources.
O00o0000oo00ooU0oO0oooooooooooog
ooooooono
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HIGH CALCIUM MILK

B0 L

High in calcium from good dairy farms, Modern Dairy
High Calcium Milk contain 125mg of calcium per
100ml. Vitamin D is specially added to facilitate calcium
absorption. The milk is nutritious, pure and rich in taste.
0000000 O0oDOoDOoOO0OoOO0O100miOO
l2s5mg0 0 00 00O0O0ODOOOOOOOCOOOO
ooooooo
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PRODUCTS OF THE GROUP AND ASSOCIATES

oot tod

WALNUT MILK

oo

Made of finely-selected walnuts and fresh quality raw
milk, the color walnut milk leave the consumers a rich
aftertaste.
oobobO0oooobOOoooobObObOooobbO0ooo
oooooooooo
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MANAGEMENT DISCUSSION AND ANALYSIS

ERERERNRERNREREN

BUSINESS REVIEW

Industry Overview

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

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

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

Business Review

For the six months ended 30 June 2020 (the “Reporting Period”), the
Group was mainly engaged in dairy farming operations (producing
and selling quality raw milk for customers who process it into dairy
products) and developing its self-branded liquid milk products through
associates jointly established with China Mengniu Dairy Company Limited
(“Mengniu”). The Group is committed to concentrating its resources
on the upstream dairy farming business, targeting clients’ demand for
high-quality raw milk, providing raw milk for diversified and high-quality
products.

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

Operational Performance

For the Reporting Period, the performance of the major operating targets
of the Group exceeded our expectation. The external average selling
price (“ASP”’) of raw milk stood at RMB3.87/kg (2019: RMB3.85/kg),
representing a growth of 0.5% yoy. During the Reporting Period, the
annualized milk yield per head of milkable cow (“AMY”) increased by
5.7% yoy to 11.2 tons (2019: 10.6 tons). With the uplift of raw milk
production and the increase in the number of milkable cows, the total
milk production during the Reporting Period hit 750 thousand tons (2019:
680 thousand tons), representing a growth of 10.3% yoy. The Group has
achieved sales of raw milk up to RMB2,827.8 million (2019: RMB2,570.1
million), representing a yoy growth of 10.0%. Benefiting from an
increase in AMY and total milk production and effective cost control, the
gross profit (before raw milk fair value adjustments) of the dairy farming
business stood at RMB1,052.0 million (2019: RMB898.1 million) with a
gross profit margin of 37.2% (2019: 34.9%) during the Reporting Period.
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MANAGEMENT DISCUSSION AND ANALYSIS
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During the Reporting Period, the Group successfully kept the unit cost
(excluding depreciation of property, plant and equipment) of raw milk
at RMB2.27/kg (2019: RMB2.31/kg), representing a yoy decrease of
1.7%. This was achieved by continuous boosting of the health of cows,
optimization in the formula of feed mix, increase in the usage of silage,
enhancement in the absorbance conversion rate of dairy cows and the
usage of the unified procurement platforms and other measures. Out
of which, the direct feed cost decreased to RMB1.75/kg during the
Reporting Period from RMB1.78/kg for the same period of last year,
representing a decrease of 1.7% yoy.

Minimal Impact from COVID-19

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

CHINA/MODERN DAIRY HOLDINGS LTD. INTERIM REPORT 2020
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MANAGEMENT DISCUSSION AND ANALYSIS

DAIRY FARMS

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

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

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

oooo
Bengbu Farm

oooo
Barn
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MANAGEMENT DISCUSSION AND ANALYSIS
ooobgood

Herd Scale
Dairy cows oo

Milkable cows oad

Heifers and calves gooooo
Total oo

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

During the Reporting Period, our herd size grew orderly yoy by
approximately 4.0% to 235,877 head of dairy cows (2019: 226,861
heads), in line with the Group’s overall herd expansion strategies.

Milk Yield

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

Quality of Raw Milk

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

goooooog
Standard of the Number of Somatic Cell

No. of soma/1 ml
goooooiono

goboooood

oogo
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Standard of the Number of Microorganism

cfu/1 ml

oooooooico

600,000 — 2,000,000 —

500,000 500,000

400,000 — 400,000

300,000 300,000

200,000 200,000

100,000 l' 100,000 ix

0 0 I
oogoo oo oo oooo oo oo
Modern European China Modern European China
Dairy Union Dairy Union

The standard of the number of somatic cell per 1 milliliter (ml) of raw
milk is no more than 600 thousand cells according to the PRC relevant
guidelines, 400 thousand cells per 1 ml in the European Union, and
less than 150 thousand cells per 1 ml in Modern Dairy. The standard of
Modern Dairy is stringent than those of the PRC and European Union.

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

Environmental Protection and Epidemic Prevention

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

Based on resource recycling and implementation of high-standard
environmental protection policies, the Group has built a green recycling
industrial chain of “forage planting — cow breeding — fertilizer treatment
— biogas power generation — fertilizer back to the field”. Each farm
is equipped with large-scale biogas power generation facilities and
comprehensive utilization facilities for biogas fertilizer, which absorbs,
digests and indiscriminately treats the manure. The Group expects,
through the cooperation with CITIC Environment Investment Group
Co., Ltd. (“CITIC Environment™), it could further enhance its industrial
efficiency and expand the scale of green production for sustainable
development.

On 31 December 2019, Modern Farming (Group) Co., Ltd, (“Modern
Farming”, a subsidiary of the Company), entered into two share transfer
agreements with Jiangyin Dairy Energy Environment Technology Co.,
Ltd (the “JV Company”) in relation to the disposal of Modern Energy
(Wuhe) Co., Ltd.* (DO O O(@D O)0ODOO) and Modern Energy
(Hefei) Co., Ltd.* (OO OO (0 O)OJ 0O O O), both of which were then
indirectly non wholly-owned subsidiaries of the Company holding energy
assets of Bengbu and Feidong farms, at an aggregate consideration of
RMB148,124,000. The JV Company is held as to 30% by Modern Farming
and 70% by the group company of CITIC Environment. The disposal was
completed in January 2020.

The Company plans to discuss further cooperation with CITIC

Environment to expand and optimize the Company’s green recycling
industry and improve the efficiency of related energy assets.
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MANAGEMENT DISCUSSION AND ANALYSIS

ASSOCIATE FACTORIES

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

AWARDS AND RECOGNITIONS goood

. The Company is the first and only company in China that passed god0o0oobODODOO0OO0O0oO0oO0OoOoooDoD

the “Quality Milk Project” for both its pasteurized milk and UHT UHTOOOOOOoOoOomoooooOm oo
milk. During the Reporting Period, the pure milk of the Group was Jo0oDoD00o00ODO00O0O0ODOOODO?2020
awarded the Gold Prize for the seventh time in consecutive years 00000000000 (Monde Selection)d
in the Monde Selection 2020. Another product of the Group, the ooopoooOOo0oOoOoOooooooooOoog
high-calcium milk, has won the gold award for the first time. In the Oo00oo0ooooDoogoooz020000000
first half of 2020, the sales of high-calcium milk increased by 119% 00000000 o0O0ono119%d

yoy.

GOLD GOLD GOLD GOLD GOLD GOLD GOLD
AWARD AWARD AWARD AWARD AWARD AWARD AWARD

L4 v 4 v 4 | 4

EE SRS . TR . e = LY

; EETHER (2014 - 2020) % ; BR2ET (2019 - 2020) . R . 215 (2020)

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

MODERN FARMING fBi5AXS

B (B ) - 00000D00@MO00O000000000000000000000
R 000000000 0oO0o0oOoO
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MANAGEMENT DISCUSSION AND ANALYSIS
goboooood

FINANCIAL OVERVIEW ooon

Total Revenue ooo

The Company focuses on upstream business, through the operationof26 OO0 000O000O00O0OO0OO0OOOO26000
dairy farms in the PRC, to produce and sell fresh raw milk to customers 000000000000 OOOOOOOOOO
for processing into various types of dairy products.

During the Reporting Period, the Group recorded total revenue of 0000000 OO0O0OO0OOO0OO0O0OOZ2,827.80
RMB2,827.8 million (2019: RMB2,570.1 million), representing an increase 0 [1120190 0 00 02,570.10 000100000
of approximately 10.0% yoy. 10.0%0

Six months ended 30 June
goeos3o0oooO

2020 2019
20200 20190
Sales Sales Sales Sales

revenue volume revenue volume ASP
Dairy Farming Business oooooo oooo ooo oooo oo oooo
RMB’000 tons RMB’000 tons RMB/kg
goooo
goooo O googo d oo
Sales of raw milk oooo 2,827,752 730,026 2,570,133 667,651 3.85

The increase in revenue was primarily due to the increase in volumeof OJO0O0OO00O00COO0OOOOOOOOOOOOO

sales of raw milk and ASP of raw milk. ASP of raw milk grew by 0.5% yoy OO000O00OCOO00O0COO0O0OOOOOOOOS3.87

to RMB3.87/kg during the Reporting Period (2019: RMB3.85/Kkg). 00020190 00003.80000MMI00O0O0
0 0.5%0




MANAGEMENT DISCUSSION AND ANALYSIS
ooobgood

COST OF SALES BEFORE RAW MILK FAIR VALUE
ADJUSTMENT

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

Dairy Farming Business

gobogobooboooooo

ooO00ooooO0oOooDOOoOooDOOOobooOO0O0on

ooooooooooooooooood

gooooo

Six months ended 30 June
goed3000000

2020 2019
20200 20190
RMB’000 RMB’000 %
ooooo ooogoo ooo
Direct materials oood 1,320,256 1,224,853 73.3
Labor cost oood 148,094 136,072 8.1
Utilities gooooo 51,169 46,204 2.8
Depreciation of property, plant and goooooooog
equipment 118,552 128,811 7.7
Other costs of farms opoooooo 137,664 136,078 8.1
Subtotal of cost of sales before gooooooooo
raw milk fair value adjustments of oooooooo
dairy farming business opooo 1,775,735 1,672,018 100

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

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

Gross Profit and Profitability

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

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

gooobobooooboomoooooomooo
0013200020190 0000122500000 00
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MANAGEMENT DISCUSSION AND ANALYSIS

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

As at 30 June 2020, the biological assets of the Group were valued at
RMB7,356.7 million (as at 31 December 2019: RMB7,459.4 million) by an
independent qualified professional valuer, Jones Lang LaSalle Corporate
Appraisal and Advisory Limited. Losses arising from changes in the dairy
cow fair value less cost of sales of dairy cows were RMB448.7 million
(2019: RMB430.5 million) for the Reporting Period, approximately the
same as last year.

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

During the Reporting Period, gains arising from initial recognition at
fair value less cost of sales at the point of raw milk harvest increased by
17.6% yoy to RMB960.4 million (2019: RMB816.6 million), mainly due to
the increase in ASP of raw milk as well as an increase in unit production
output.

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

OTHER INCOME

During the Reporting Period, other income amounted to RMB41.2 million
(2019: RMB21.5 million). Other income mainly consisted of government
grants and interest income. Government grants mainly consisted of
subsidies for agricultural projects and subsidies for the operations of the
Group.

OPERATING EXPENSES

Selling and distribution costs gooooog
Administrative expenses goog
Total operating expenses gooooo

goboooood

gboobpoobooboobooboooobo

gzoz200e6030000000O0DOOOOODOOOO
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Six months ended 30 June
ogOded3000000O

2020 2019
20200 20190
RMB’000 RMB’000
ooooao oooodo
(unaudited) (unaudited)
oooooo oooooo
98,175 82,985
144,885 138,279
243,060 221,264
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MANAGEMENT DISCUSSION AND ANALYSIS
ooobgood

During the Reporting Period, the overall operating expenses of the Group
amounted to approximately RMB243.1 million (2019: RMB221.3 million).
The analysis is as follows:

e Selling and Distribution Costs

The analysis of the selling and distribution costs is set forth below:

Transportation costs and others gooooo
Business tax and surcharge goooo
Total selling and distribution costs goooooooo

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

During the Reporting Period, the Group recorded selling and
distribution costs of RMB98.2 million (2019: RMB83.0 million),
representing an increase of 18.3% yoy. This was mainly due to the
increase in the sales volume of raw milk.

e Administrative Expenses

During the Reporting Period, the administrative expenses were
RMB144.9 million, which increased by RMB6.6 million as compared
to the corresponding period of last year in the amount of RMB138.3
million, representing an increase of 4.8%.

Administrative expenses mainly consisted of, among other things,
remuneration of management (including equity-based restricted
share award expenses) and depreciation of office buildings, staff
quarters and facilities.

oo0O00oooO0O0O0oODOOO0O0ODOO0O0OO0O0O
243100120190 0000221.30 0000000
ooo

oooooon
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Six months ended 30 June
oOded3000000

2020 2019
20200 20190
RMB’000 RMB’000
ooooao goooo
(unaudited) (unaudited)
gooood gooooo

96,580 81,551
1,595 1,434

98,175 82,985
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IMPAIRMENT LOSSES, NET OF REVERSAL

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

Trade receivables
Other receivables

OTHER GAINS AND LOSSES, NET

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

of subsidiaries.

The breakdown of other gains and losses is as follow:

Other gains and losses, net:

Net foreign exchange loss

Loss on disposal of property, plant and
equipment, net

Impairment loss on goodwill

Gain on disposal of subsidiaries

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

Fair value gain on structured deposits

Gain on derecognition of financial liabilities

MANAGEMENT DISCUSSION AND ANALYSIS
goboooood

gbooooood
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gooood
goooao

ooooooboo

Six months ended 30 June
goed3o00d0nOd

2020
20200

RMB’000
ooooo

goooooooo

gooooooooo

oooood
gooooooooodoooo

obooooo
goooooooboo
gboooooobooooboooo

gooood

gooood
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2019
20190

RMB’000
ooooo

(108,642)
621

(108,021)
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Six months ended 30 June
Joed300000Od

2020
20200
RMB’000
ooooo
(unaudited)
oooooo

51,078

3,953
22,750
(72,280)

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

(40,351)

2019
20190
RMB’000
ooooo
(unaudited)
oooooo

27,128

7,948

(1,732)
(5,942)

(687)

26,715
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MANAGEMENT DISCUSSION AND ANALYSIS
ogoodaod

FINANCE COSTS

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

PROFIT FOR THE PERIOD ATTRIBUTABLE TO THE
OWNERS OF THE COMPANY

During the Reporting Period, the earnings attributable to owners of the
Company amounted to RMB220.7 million (2019: RMB124.9 million),
representing an increase of 76.7% yoy. Adhering to the Group’s
strategies of cost-reduction and efficiency enhancement, the Group
has implemented the principle of “increasing, reducing, replacing and
stopping” in terms of technology, equipment, procurement and silage
usage, which resulted in significant improvement in the overall operating
indicators of the Group.

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

LIQUIDITY AND FINANCIAL RESOURCES

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

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

As at 30 June 2020, the Group’s available and unutilized credit facilities
amounted to approximately RMB6,688.2 million (31 December 2019:
RMB3,753.4 million). In the opinion of the Group’s management,
the Group is able to repay the relevant amount in full as the financial
obligations fall due for the next twelve months.

CHINA/MODERN DAIRY HOLDINGS LTD. INTERIM REPORT 2020

/

Gt LU

goon

obooo0oCcOooOooOooOooOooz214.8000
gz01900000022440 00000000000
obd9e000O043%0000000000000O
ooO0ooooO0oOoobOOoOoooOOOoocoOOO0on
oooooon

gooooooooooo

ooooooooooOooboooobooooo
2207000 0020190 0000124000003 0
goove7%0000000o00O0ooooOon0on
ooooooooooobooooooobooonoo
omooooooomooobOoooobooooo
ooooooooooooooooo

obooooooboobooboboooboOoos.4rm2o19
oooooOoobooobog2os50m

goooooooo

oooooooooooboooooOooobooooo
oboOooooogaoess.z2oomzoooong
855.60 0 0 0O 00O 23.3%0

obOOooz2020060300000000007,440.0
gbobooz2019012031000007,207.700
gmoz200060300 00000000000 DO
oboooobooooooobboooOoide6.4%
0020190 120 310 O 77.0%0

gzozo0eb3o0OOOoOoOOOOOOOOO
ooooooode,ess.20 00020190120 31
goooogys34iboomuoooooonoonon
oo0oooooOooobOOooooOOooooOoonoo
oooooooooo




MANAGEMENT DISCUSSION AND ANALYSIS
goboooood

Interest-bearing Borrowings oodad

As at 30 June 2020, the total interest-bearing debt was RMB6,215.0 gz2020060300 0000000000 0O®e6,215.0

million. oooo
As at
30 June 31 December
2020 2019
20200 20190
60 300 120 310
RMB’000 RMB’000
ooooo ooooo
(Unaudited) (Audited)
gooooo goooo
Borrowings oo
Bank borrowings oooa 6,214,969 5,538,474
Other borrowings oooad = 1,051,413
6,214,969 6,589,887
Carrying value repayable: goooooog
Within one year goog 4,305,806 4,874,056
Between one and two years ooooo 1,509,700 1,525,831
Between two and five years ooooo 399,463 190,000

6,214,969 6,589,887




MANAGEMENT DISCUSSION AND ANALYSIS

goubogobgd

Bank Borrowings

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

June 2019: 0.45% to 5.00%).

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

for the dates indicated below:

Type of borrowings
Unsecured borrowings
Secured borrowings

Carrying amount repayable:
Within one year

Between one and two years
Between two and five years

gooo
goooao
ooooao

gboooooo
oooo
goooao
ooooo

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

currencies:

uss$
HK$
RMB
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gozoz2o0e60300 0000000000000
00000.66%05.00%I1 0 020190 60 300 O O

00 0 0.45%0 5.00%1]

ooo0ooooOOooooboOOoOoooOOoooboooOnoao

oo

As at

30 June
2020

20200

60 3000
RMB’000
ooooo
(Unaudited)
ooooog

5,910,520
304,449

6,214,969

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

6,214,969

31 December
2019

20190

1200 310
RMB’000
ogoooad
(Audited)
goooo

5,320,114
218,360

5,538,474

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

5,538,474

bz020060300 0000000000000

30 June
2020
20200
60 300
RMB’000
ooooo
(unaudited)
oooooo

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

6,214,969

31 December
2019

20190

1200 310
RMB’000
goooad
(audited)
goooo

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

5,538,474
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The bank borrowings comprise: ooooooo

30 June 31 December

2020 2019

20200 20190

60 300 120 310

RMB’000 RMB’000

oooono ooooo

(unaudited) (audited)
oooooo oooono

Fixed-rate borrowings gooo 2,457,315 1,449,411
Variable-rate borrowings gooo 3,757,654 4,089,063
6,214,969 5,538,474

The annual interest rate of the bank borrowings during the currentperiod OOO0O0OO0OOOO0OO0OOOOOO0.66%0 5.00%
ranged from 0.66% to 5.00% (six months ended 30 June 2019: 0.45% OO 0 20190 600 300 0 O O O O 0.45%0 5.00%1J

to 5.00%).
Other Borrowings ooono
Details are as follows: ooooo
As at
30 June 31 December
2020 2019
20200 20190
60 300 120 310
RMB’000 RMB’000
ooooo ooooo
(Unaudited) (Audited)
oooooo ooooo
Carrying amounts payable: ooooooo
Within one year ooo
— Borrowing from a financial institution -—0gooooao 50,083
— Borrowings from Mengniu Group -0ooooo 1,001,330
1,051,413

gbzoz00e60300 00000000

The other borrowings were repaid before 30 June 2020.

0200000 pDOoOooOoooOOOoOoa
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GROUP STRUCTURE AND CAPITAL STRUCTURE

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

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

CONTINGENT LIABILITIES AND PLEDGE OF ASSETS

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

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

CAPITAL COMMITMENTS

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

MATERIAL ACQUISITIONS AND DISPOSALS

For the Reporting Period, the Company has completed the disposal of
total equity of Modern Energy (Wuhe) Co., Ltd. (DO OO0 O0)O0O
0 O) and Modern Energy (Hefei) Co., Ltd., (DO OO @ O)0DOOd0O)
both of which were then indirectly non wholly-owned subsidiaries of the
Company, to JV Company. Except for the disposal mentioned above, the
Company had no other material acquisitions or disposal of subsidiaries or
associates.

SIGNIFICANT INVESTMENTS

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

CHINAji\/IODERN DAIRY HOLDINGS LTD.
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MANAGEMENT DISCUSSION AND ANALYSIS

PLANS FOR MATERIAL INVESTMENTS OR CAPITAL
ASSETS

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

CONTINUING DISCLOSURE OBLIGATIONS PURSUANT
TO THE LISTING RULES

Save as otherwise disclosed in this report, our Directors have confirmed
that, as of 30 June 2020, there were no circumstances that would give
rise to a disclosure requirement under Rules 13.13 to 13.19 of the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited (“Listing Rules”).

EVENTS AFTER THE REPORTING PERIOD

Saved as disclosed in this report, no other material events occurred after
the end of the Reporting Period and up to the date of this report.

FINANCIAL MANAGEMENT POLICIES

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

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

The Group had 4,643 employees (as at 31 December 2019: 5,053
employees) in mainland China and Hong Kong as at 30 June 2020. Total
staff costs (including staff compensation capitalised to immature dairy
cows) for the Reporting Period were approximately RMB274.0 million
(2019: RMB233.1 million).

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

SOCIAL RESPONSIBILITY

The Group has been proactively fulfilling its social responsibility and
adheres to the principle of safety and quality come first, proactively
develops and implements modern scientific breeding and feeding know-
how. The Group puts great effort to strike a balance between business
growth and social responsibility, so as to convey the Group’s care and
blessing to all stakeholders.

The Group is committed to improving the quality of its products by
providing consumers with a commitment to provide healthy, safe,
nutritious and high-quality dairy products. Meanwhile, adhering to the
principle of production in terms of energy conservation and environmental
protection.

CHINA/MODERN DAIRY HOLDINGS
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MANAGEMENT DISCUSSION AND ANALYSIS

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

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

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

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

2020 is the anniversary when the Company celebrates its 15th year of
establishment and 10th year of listing. Since the beginning of the year,
the Pandemic Outbreak has ravaged the world and has had a severe
impact on society and the economy. Every industry and business is
facing huge challenges. Against this backdrop, Modern Dairy actively
responds to and focuses on upstream business. The Company’s herd size
grows healthily and steadily, the unit production and total production
continuously exceeded expectations, while the production cost is properly
controlled. Under the condition that milk prices remain stable, the
advantages of scale and internal increase benefits are further highlighted.
The Company continues to increase the unit yield of dairy cows, reduce
costs, and improve operational efficiency. Facing the market, we leverage
on the cyclical trends of the dairy market and grasp development
opportunities. The focus of the Group’s operation strategy in the next
three to five years will be on appropriately increasing the size of the herd,
maintaining a reasonable herd portfolio, increasing yields, and achieving
steady growth in output. The Company will continue to strengthen the
synergistic integration of upstream and downstream business, build a full
chain of raw milk production, enhance the market competitiveness as
the domestic top brand of raw milk production, create greater value for
shareholders, be a role model as the industry leader and serve consumers
with raw milk with richest nutritional value and make unremitting
contributions to the upgrading and transformation of China’s dairy
industry.
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The board of directors (the “Directors™ or the “Board”) of China Modern
Dairy Holdings Ltd. (the “Company”) would like to present their interim
report together with the unaudited condensed consolidated financial
statements of the Company and its subsidiaries (the ”Group”) for the six
months ended 30 June 2020 (the “Reporting Period”).

INTERIM DIVIDEND

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

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

As at 30 June 2020, the interests and short positions of the Directors and
the chief executives of the Company and their respective associates in
the ordinary share of HK$0.1 each in the share capital of the Company
(“Shares™), underlying shares and debentures of the Company or its
associated corporations (within the meaning of Part XV of the Securities
and Futures Ordinance (Chapter 571 of the laws of Hong Kong) (the
“SFO”)) as recorded in the register required to be kept by the Company
under Section 352 of the SFO or as otherwise notified to the Company
and The Stock Exchange of Hong Kong Limited (the *““Stock Exchange”)
pursuant to the Model Code for Securities Transactions by Directors of
Listed Issuers (the “Model Code™) were as follows:
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Name of Director Nature of interest
oooo oooo
Ms. GAO Lina® Interest in controlled corporation
gooogw ooooooo
Beneficial owner
ooooo
Mr. SUN Yugang Beneficial owner
ooooao ooooo
Notes:

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

Number of Approximate
Shares or percentage of
underlying Shares shareholding
ooo interest®
oooooo ooooooo®@
221,581,733W 3.46%
40,411,058 0.63%
1,073,663 0.02%

ooo

(1) 0000 OJinmu Holdings Co Ltd.J JinmulIT] 49.12%
0000000000000 00O0000O0lJinmu
00221,581,7330 00000000
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This represents legal and beneficial interest of 11,134,142 Shares in the
Company, and 29,276,916 share options in underlying shares of the pre-
IPO management options (the “Management Options”) granted by the
Company.

These represent legal and beneficial interest of 1,073,663 Shares, details of
which are set out in the sections “Share Award Scheme” below. Mr. Sun
Yugang was appointed as an executive director of the Company on 1 April
2020.

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

INTEREST IN ASSOCIATED CORPORATION

Name of Director
good

Mr. Lu Minfang®
ooooow

Mr. Zhang Ping®
gooogw

Mr. Zhao Jiejun®
ooooow

Name of associated corporation
oooooo

China Mengniu Dairy Company Limited
goooooooobo

China Mengniu Dairy Company Limited
oooooooooo

China Mengniu Dairy Company Limited
oooooooooo

Notes:

(1)

@)

Mr. Lu Minfang, Mr. Zhang Ping and Mr. Zhao Jiejun are non-executive
Directors of the Company. Mr. Lu Minfang is an executive director and chief
executive officer of China Mengniu Dairy Company Limited (“Mengniu”).
Mr. ZHANG Ping is a chief financial officer of Mengniu. Mr. Zhao lJiejun is
the assistant vice president of Mengniu and the general manager of the milk
sources department of Mengniu. As at the date of this report, Mengniu holds
58.15% of the issued share capital of the Company.

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

Saved as disclosed above, as at 30 June 2020, none of the Directors
and the chief executives of the Company and their respective associates
had any interests and short positions in the Shares, underlying shares
and debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the SFO) as recorded in the register
of the Company required to be kept under Section 352 of the SFO or as
otherwise notified to the Company and the Stock Exchange pursuant to
the Model Code.

CHINA:‘{VIODERN DAIRY HOLDINGS LTD.
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(3 ODOOODOODODO1,0736630 00000000
00Ooo0oo0oo0o0oO0mOoOooOooOO00o0ozo2004
oiooooooooooooo

(4) 0O0O202006030000006,407,635,1150 000

goooobgo

Number of shares
in associated
corporation

Approximate
percentage of
shareholdings

gooooo interest®
oooo pgooooo®e
11,522,520 0.29%
2,039,002 0.05%
3,325,805 0.08%

ooo

(1) OOOoOoO0oCOOOOOOOOOOOOOOOO0O
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o00o0ooO0o0oO0OO0o00OO0OOO0OO0OOOO0OOO0o0o0O
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58.15%0

(2 0O02020060300000000C00O00O000OO
3,938,589,9000 0 O O
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS

As at 30 June 2020, the interests or short positions of substantial
shareholders, other than the Directors or the chief executives of the
Company and their respective associates, in the Shares, underlying shares
and debentures of the Company or its associated corporations (within the
meaning of Part XV of the SFO), as recorded in the register required to be
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maintained under Section 336 of the SFO were as follows:

Percentage of
the Company’s
issued Share
Capital®
ooooooo
oooooe

Name of substantial
shareholders
oooooo

Number of Shares
ooooo

Capacity/Nature of interest
ooooooag

China Mengniu Dairy Company  Beneficial interest 1,317,903,000 (L)@ 20.57%
Limited oooo
oooooooooo Interest in controlled corporation 2,407,866,412 (L)@ 37.58%
(through Future Discovery Limited)
00000000 O Future Discovery Limitedd
Central Huijin Investment Ltd. Interest in controlled corporation 613,877,227 (L) 9.58%
00000O00O0ooooo (through BOCI Financial Products Limited) 613,877,227 (S) 9.58%
0000000o0oo0o00O0O0o0oooooooo
Interest in controlled corporation 1,500,000 (L) 0.02%
(through Nam Tung (Macao) Investment Limited)
000000Mo0ooDo0ooooooooog
Bank of China Limited Interest in controlled corporation 613,877,227 (L) 9.58%
dooooooooo (through BOCI Financial Products Limited) 613,877,227 (S) 9.58%
000000ooooooooooooooo
Interest in controlled corporation 1,500,000 (L) 0.02%
(through Nam Tung (Macao) Investment Limited)
000000O00o0o00O0OOoOoooooooo
BOC International Holdings Interest in controlled corporation 613,877,227 (L) 9.58%
Limited (through BOCI Financial Products Limited) 613,877,227 (S) 9.58%

oooooooooo
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Percentage of

the Company’s

issued Share

Name of substantial Capital®

shareholders Capacity/Nature of interest Number of Shares 0oboOo0ooOo

oooooo ooooooo ooooo oooooe

BOCI Financial Products Limited  Beneficial interest 613,877,227 (L) 9.58%

000000000000 oooo 613,877,227 (S) 9.58%

New Hope Dairy Co., Ltd. Interest in controlled corporation 594,925,763 (L) 9.28%
ooo0ooooooon (through GGG Holdings Limited)

00000000 GGG Holdings Limitedd

New Century Ltd. Interest in controlled corporation 594,925,763 (L) 9.28%
(through GGG Holdings Limited)
0000000 0 GGG Holdings Limited™

Liu Chang Interest in controlled corporation 594,925,763 (L) 9.28%
(through GGG Holdings Limited)
00000000 GGG Holdings Limitedd

Notes: ogo

(1) Among which up to 613,877,227 shares of the Company have been lent to (1) 0OO0O0OO0e13,877,2270000000O0O0DOOMOIO

BOCI Financial Products Limited pursuant to a securities lending agreement 000D o000o0o00oUooDomoooo
dated 17 June 2020 entered into between Mengniu as lender and BOCI ooOooOooz2020060170 00000000
Financial Products Limited as borrower. jooooooooooo

(2)  Future Discovery Limited is the subsidiary of Mengniu. (2)  Future Discovery LimitedD D 0 OO0 Q00O O

(3) Based on 6,470,635,115 Shares in issue as at 30 June 2020. (3) 0O 020200603000 0006,407,635,1150 0 0 O

(4)  (S) Indicates a short position. 4 ©OUULUOO

(5) (L) Indicates a long position. 5 Woooo

Save as disclosed above, the Company had not been notified ofanyother OO 00000000 202006030000000
interests or short positions in the shares or underlying shares representing O O0O0000000000O05% 00000000
5% or more of the issued share capital of the Company orasrecordedin O00O000000O0O0OO0OO0OO0OO3360000
the register required to be maintained under Section 336 of the SFOasat 0000000000000 OOOOOO

30 June 2020.




PRE-IPO MANAGEMENT OPTIONS

The Company, on 31 October 2010, before the initial public offer of the
Company, granted management options (“Management Options”) to
Ms. GAO Lina and Mr. HAN Chunlin. The following Management Options
were outstanding as at 30 June 2020:

REPORT OF THE DIRECTORS
gooogd

ooooobbobboboooo

obOOoozo100100310 00000000000
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Number of underlying shares of the Company which may be
issued pursuant to the Management Options
00000ooooooooooooooooon

As at As at

1 January Granted Exercised Cancelled 30 June

2020 during during during 2020

Name of grantee Date of grant 0 20200 the period  the period  the period 0 20200

ooooo ooono 1010 aoooo oooo ogooo 60 300

Ms. GAO Lina 31 October 2010 29,276,916 - - - 29,276,916
ooooo 20100 100 310

Mr. HAN Chunlin 31 October 2010 21,653,916 - - - 21,653,916
ooooao 20100 100 310

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

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

SHARE AWARD SCHEMES

The Company operates a restricted share award scheme which was
adopted by the Company on 9 September 2016 (the “Share Award
Scheme I””). As the total contributed amount of the Share Award Scheme
| has reached its limit in 2017, thus, on 26 March 2018 the Company
adopted a new share award scheme (the “Share Award Scheme 11”°)
which shall remain effective for ten years. The goal of the share award
schemes are to motivate the employees to maximize the value of and
share the results with the Company in order to achieve sustainable
development of the Group.
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During the Reporting Period the number of shares of the Company
granted to selected participants was 40,000,000, of which 5,420,000
shares were granted to the Directors, details of which are as follows:

ooo0ooo00ooooO0o0ooo0ooooooao
0 40,000,0000 O O O5,4200000 0000000
ooooooo

Unvested as Unvested

at 1 January as at 30 June

2020 Granted Vested Forfeited 2020

0 20200 during during during 0 20200

1010 the period  the period the period 60 300

Name of Director gooo oooo oooo oooao oooo
Ms. GAO Lina ooooo - 3,500,000 1,800,000 - 1,700,000
Mr. SUN Yugang gpoooo - 1,087,000 167,000 - 920,000
Mr. HAN Chunlin gpoooo - 1,920,000 1,000,000 - 920,000
- 6,507,000 2,967,000 - 3,540,000

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

FOREIGN CURRENCY RISK

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

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

CORPORATE GOVERNANCE

The Company has adopted the code provisions set out in the Corporate
Governance Code and Corporate Governance Report (“CG Code™) as set
out in Appendix 14 to the Listing Rules. The Company has, throughout
the six months ended 30 June 2020 complied with the code provisions
set out in the CG Code, except for the deviations from code provision
A.6.7 which is explained below.

Code provision A.6.7 of the CG Code provides, among other things, that
non-executive Directors should attend general meetings and develop a
balanced understanding of the views of shareholders of the Company.
Two non-executive Directors were not able to attend the annual general
meeting of the Company held on 6 June 2020 due to other business
engagements.
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Save as disclosed above, the Board has reviewed the Company’s
corporate governance practices and is satisfied that the Company has
been in compliance with all applicable code provisions of the CG Code.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBT
SECURITIES

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

Save for those disclosed above, during the six months ended June 30,
2020, none of the Directors (including their spouses and children under
the age of 18) held any interests in or was granted any right to subscribe
for the securities of the Company or its associated corporations (within
the meaning of Part XV of the SFO), or had exercised any such rights.

BOARD OF DIRECTORS

As at the date of this interim report, the Board comprises two executive
Directors, namely Ms. GAO Lina (Vice Chairman and Chief Executive
Officer) and Mr. SUN Yugang (Executive Vice President), four non-
executive Directors, namely, Mr. LU Minfang (Chairman of the Board), Mr.
ZHANG Ping, ZHAO liejun and Ms. GAN Lu, and three independent non-
executive Directors, namely Mr. LI Shengli, Mr. LEE Kong Wai Conway
and Mr. WOLHARDT Julian Juul.

SECURITIES TRANSACTIONS BY DIRECTORS

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

Neither the Company nor any of its subsidiaries purchased, redeemed
or sold any of the Company’s listed securities, except that the trustee of
the share award scheme of the Company adopted on 26 March 2018,
pursuant to the rules of this scheme, purchased on the open market
a total of 20,000,000 shares of the Company at a consideration of
approximately HK$17,255,000 (equivalent to RMB15,763,000) for the six
months ended 30 June 2020.

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

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

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

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

REVIEW OF INTERIM RESULTS

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

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

INVESTOR RELATIONS

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

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

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

CONCLUSION o0

Based on our review, nothing has come to our attention that causesus OO0000000O00OO00OOOOOCOOOOOO
to believe that the condensed consolidated financial statementsarenot OO OO0OO0OO0O0OO0OO0OO0OQCOOOOOOOOOO

prepared, in all material respects, in accordance with IAS 34. oo0oD0ooDo340000
Deloitte Touche Tohmatsu 0000000000
Certified Public Accountants oooon

Hong Kong oo

24 August 2020 20200 80 240




CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
Jogooooobooooood

For the six months ended 30 June 2020
Jgo20200603000000

Six months ended 30 June
goed3o00donOnd

2020 2019
20200 20190
NOTES RMB’000 RMB’000
oo ooooo ooooo
(unaudited) (unaudited)
@Cooo) (oooo)
Revenue oo 4 2,827,752 2,570,133
Cost of sales before raw milk fairvalue COOOO0OOO0OOOO0OCO0OO
adjustments 6 (1,775,735) (1,672,018)
Raw milk fair value adjustmentsincluded OO0 O O00O0OCOCOO0OOOOCOO
in cost of sales 6 (960,393) (816,632)
Loss arising from changes in fair value 0oooooooooooog
less costs to sell of dairy cows ooooo (448,749) (430,471)
Gains arising on initial recognitionofraw 000000000000 0O00O
milk at fair value less costs to sell at o00oO0O0OOoOooOooo
the point of harvest 960,393 816,632
Other income oooo 5 41,182 21,547
Impairment losses under expected credit OO0 O0O00O0O0OO0O00OOO0O
loss model, net of reversal ooog 16 10 108,021
Selling and distribution costs oooooogo (98,175) (82,985)
Administrative expenses goog (144,885) (138,279)
Share of profits of associates goOoooooo 12,727 12,284
Other gains and losses, net gopooooooo 6 40,351 (26,715)
Other expenses oooog (13,089) (3,264)
Profit before finance costs and tax OoOo0O0oOooooooo 6 441,389 358,253
Finance costs gpooo 7 (214,798) (224,375)
Profit before tax ooooo 226,591 133,878
Income tax expense gopooo 8 (276) (197)
Profit for the period oood 226,315 133,681
Other comprehensive income: ooooooo
Item that will not be reclassifiedto O00O0OO000OOOOO
profit or loss:
Fair value gain on investmentsinequity 000000000 O0ODO
instruments at fair value through other MO0 0O00000OOO0OMNM
comprehensive income (“FVTOCI”) oooooooooooo 3,935 131
Other comprehensive income for the ooooooooooooog
period, net of income tax 3,935 131
Total comprehensive income for the oooooooo
period 230,250 133,812
Profit for the period attributable to: oooOooooooog
Owners of the Company oooooo 220,736 124,859
Non-controlling interests ooooo 5,579 8,822
226,315 133,681
Total comprehensive income for the goooooooOooooooo
period attributable to:
Owners of the Company oooooo 224,599 124,988
Non-controlling interests ooooo 5,651 8,824
230,250 133,812
Earnings per share (RMB) goomoooo 10
Basic oo 3.47 cents O 2.05 cents O
Diluted oo 3.46 cents O 2.05 cents O

CHIN"{VIODERN DAIRY HOLDINGS LTD.  INTERIM REPORT 2020
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
Doooooood

At 30 June 2020
0 20200 60 300

30 June 31 December
2020 2019
20200 20190
60 3000 120 310
NOTES RMB’000 RMB’000
od oooono ooooo
(unaudited) (audited)
(Cooo) (ooo)
NON-CURRENT ASSETS ooooo
Property, plant and equipment opoooooo 3,283,526 3,455,068
Right-of-use assets ooooo 312,278 320,161
Goodwill oo 11 1,348,516 1,371,266
Interests in associates oo0oOooooo 12 271,017 215,392
Equity instruments at FVTOCI o0o00D0O0o0oDbOo0oDOD
oooo 7,894 3,959
Biological assets opooo 13 7,356,686 7,459,359
Derivative financial instruments oooooo 17 45,187 -
Non-pledged bank deposits ooooooo 140,000 -
12,765,104 12,825,205
CURRENT ASSETS oooo
Inventories oo 673,823 1,078,491
Trade and other receivables and oo0oOooooocOooooo
advanced payments gooooao 14 633,235 618,288
Structured bank deposits ooooooo 15 50,074 -
Derivative financial instruments oooooo 17 14,240 89,543
Pledged bank balances and oo00oOO0oDbOooDbDOD
non-pledged bank deposits oo 96,234 147,775
Bank balances and cash ooooooo 990,495 893,441
2,458,101 2,827,538
Assets of a disposal group classified as oooodoooooooooo
held for sale = 71,450
2,458,101 2,898,988
CURRENT LIABILITIES ooono
Trade and other payables ooooooooooooo 18 1,118,595 1,521,688
Tax payable oooo 216 233
Bank borrowings — due within oo0od-0ooogoo
one year 19 4,305,806 3,822,643
Other borrowings oooo 20 = 1,051,413
Lease liabilities oooo 13,068 23,238
Derivative financial instruments oooooo 17 36,746 15,274
Contract liabilities oooo 202 189
5,474,633 6,434,678
Liabilities of a disposal group classifiedas OO0 000000000 O0OO
held for sale = 2,196
5,474,633 6,436,874
NET CURRENT LIABILITIES oooooo (3,016,532) (3,537,886)
TOTAL ASSETS LESS CURRENT ooooooood

LIABILITIES 9,748,572 9,287,319




CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

ooodgoodd
At 30 June 2020
[J 20200 600 300

30 June 31 December
2020 2019
20200 20190
60 3000 120 310
NOTES RMB’000 RMB’000
od oooono ooooo
(unaudited) (audited)
(Cooo) (ooo)
CAPITAL AND RESERVES ooooo
Share capital oo 551,007 551,007
Share premium and reserves ooooooo 6,757,343 6,530,510
Equity attributable to owners of oooooooooo
the Company 7,308,350 7,081,517
Non-controlling interests goooa 131,686 126,184
TOTAL EQUITY ooo 7,440,036 7,207,701
NON-CURRENT LIABILITIES ooooao
Bank borrowings — due after one year o000 -00000o 19 1,909,163 1,715,831
Lease liabilities oooo 207,790 206,109
Derivative financial instruments opooooog 17 38,626 -
Deferred income oooo 152,957 157,678

2,308,536 2,079,618
9,748,572 9,287,319

The consolidated financial statements on pages 44 to 96 were approved 0004409600000 00O 0O 0202008024 O
and authorised for issue by the board of directors on 24 August 2020and 000000000000 OODOO0O
are signed on its behalf by:

LU Minfang GAO Lina
ood ood
Director Director

oo oo

ODERN DAIRY HOLDIINGSFLT_D.




CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
Doooooood

For the six months ended 30 June 2020
gOd20200603000000

At 1January 2019 (audited)

Profit for the period

Other comprehensive income
for the period

Total comprehensive income
for the period

Share purchase for the Share
Award Schemes (Note 21(b))

Recognition of equity-settled
share-based payment (Note 21(b))

Reversal due to vesting of award
shares (Note 21(h))

At 30 June 2019 (unaudited)
At 1January 2020 (audited)

Profit for the period
Other comprehensive income
for the period

Total comprehensive income
for the period

Share purchase for the Share Award
Schemes (Note 21(1))

Recognition of equity-settled
share-hased payment (Note 21(b))

Reversal due to vesting of award
shares (Note 21(0))

Equity transactions related to
interest free loans

At 30 June 2020 (unaudited)

02019010100000
oooo
oooooooo

oooooooo

000000000000
0002
0000000000000
0moo2AWD
0000000000
000240

0201906030m00000

0202001010
0oooo

oooo

gooooooo

gooooooo

000000000000
000240
0000000000000
0mooawn
0000000000
0002b0
00000000000

0202006030m00000

Attributable to owners of the Company

551,007 4945381 970829

- 149

551,007 4945381 970978

(57,012)

(19,892)
297

(24,227)

(21,699)

3,863

3,863

(17.830)

662,809
220,736

220,736

898,212

7,081,517
220,736

3,863

224,599

(19,892)

20917

149
7,308,350

126,184
5,579

2

5,651

(149)
131,686

goooooog
Shares
held under
Share Share  the Share Non-
Share Share Other  options award Award FVTOCI  Retained controlling
capital  premium  reserve  reserve reserve Schemes reserve  earnings  Sub-fotal  interests Total
ooon ooon
gooo gooo

oo o0ooo  oooo oooOo.c oOooOooo OooOooo ooOoooo gooo oo ooooo oo
RMB'000  RMB'000  RMB'000  RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000  RMB'000
gogoo ooooo ooooo oooogo oOooO oOQOD ODOCO COOCO boODOC ODOOCD +CoOoo

(Note 21(b))  (Note 21(b))

0oo2b0 00020
526,058 4,641,066 979953 5,286 23,163 (85,720) (23118) 357568 6,424,256 108447 6532,703
- - - - - - - 124859 124,859 8822 133681
- - - - - - 129 - 129 2 131
- - - - - - 129 124,859 124,988 8824 133812
- - - - - (19,668) - - (19,668) - (19,668
- - - - 24,635 - - - 24,635 - 63
S S S S (43,806) 50,835 - (1609 S S S
526,058 4,641,066 979,953 5,286 3992 (45,553) (22989) 466398 6554211 17211 6,671,482

7,207,701
226,315

3,935

230,250

(19892)

2917

7,440,036




CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
Oooooogon

For the six months ended 30 June 2020
Jgo20200603000000

Six months ended 30 June
goOed3onoOOdnO

2020 2019
20200 20190
NOTES RMB’000 RMB’000
od oooono ooooo
(unaudited) (unaudited)
oooooo oooooo
NET CASH FROM OPERATING oooooooood
ACTIVITIES 1,055,209 855,571
NET CASH USED IN INVESTING oooooooood
ACTIVITIES
Purchases of property, plant and gopooooooog
equipment (78,015) (146,598)
Payments for right-of-use assets gopooooag = (95)
Investment in an associate gooooo 12 (42,898) -
Additions in biological assets gooooo (560,860) (582,398)
Placement of structured bank deposits goooooooo (50,000) -
Placement of pledged bank balances ooooooood (23,747) (71,673)
Withdrawal of pledged bank balances ooooopoood 29,695 14,189
Placement of non-pledged bank deposits OO O0O00O0O00O00OO0OO
with original maturity of more than opoooo
three months (162,060) -
Withdrawal of non-pledged bank gooooooooooooo
deposits with original maturity of oooono
more than three months 67,653 -
Proceeds from disposal of dairy cows goooodoo 298,940 260,498
Interest received ooooo 7,214 5,668
Government grants received ooooooo 596 7,900
Proceeds from disposal of property, oooopDooooooood
plant and equipment 4,342 8,061
Proceeds from disposal of subsidiaries gopoooooooag 22 85,716 -
(423,424) (504,448)
NET CASH USED IN FINANCING oooooooood
ACTIVITIES
Interest paid gooao (138,088) (210,841)
New borrowings raised opoooao 2,459,100 2,682,181
Repayment of borrowings oooooao (1,772,996) (1,425,020)
Repayment of medium-term notes oooooooo (600,000)
Repayment of corporate bonds oooooooo (1,050,000)
Payment of transaction cost for bank ooooooooood
borrowings (23,752)
Proceeds from other borrowings oooooooo 1,345,250
Repayment of other borrowings oooooooo (2,050,000) (1,145,250)
Repayment of leases liabilities gooooooo (13,618) (13,474)
Payment for repurchase of ordinary gooooooo
shares (19,892) (8,946)

(535,494) (449,852)




CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

NET INCREASE (DECREASE) IN
CASH AND CASH EQUIVALENTS

Cash and cash equivalents as stated in
the condensed consolidated statement
of financial position

Cash and cash equivalents attributable to
the disposal group classified as held
for sale

CASH AND CASH EQUIVALENTS
AT BEGINNING OF PERIOD

CASH AND CASH EQUIVALENTS
AT END OF PERIOD,
represented by bank balances and cash

coooooooomoomo

oooooooooooooo
ooooo

oooooooooooooo
obooooooao

oooooooooo

ooooooooooo

oooooooooo

gobooooodd
For the six months ended 30 June 2020
gOd20200603000000

Six months ended 30 June
goOed3oonoOOnO

2020 2019
20200 20190
RMB’000 RMB’000
ooooo ooogoo
(unaudited) (unaudited)
gooood oboooood
96,291 (98,729)
893,441 703,039
703,039
990,495 604,310
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

[]

oot

For the six months ended 30 June 2020
002020060300 0000

1.

1A.

GENERAL

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

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

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

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

SIGNIFICANT EVENTS IN THE CURRENT INTERIM
PERIOD

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

CHINA/MODERN DAIRY HOLDINGS LTD. INTERIM REPORT 2020
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2.

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

BASIS OF PREPARATION OF THE CONDENSED
CONSOLIDATED FINANCIAL STATEMENTS

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

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

2.

gooooooood

For the six months ended 30 June 2020
gOd20200603000000
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
godoooouoogd

For the six months ended 30 June 2020
002020060300 0000

3.

PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements have been
prepared on the historical cost basis except for: (i) the biological
assets, which are measured at fair value less costs to sell; (ii)
derivative financial instruments, which are measured at fair value; (iii)
structured bank deposits, which are measured at fair value; and (iv)
equity instruments at FVTOCI, which are measured at fair value at
the end of each reporting period.

Other than changes in accounting policies resulting from application
of amendments to International Financial Reporting Standards
(“IFRSs™) and application of certain accounting policies which
became relevant to the Group, the accounting policies and methods
of computation used in the condensed consolidated financial
statements for the six months ended 30 June 2020 are the same as
those presented in the Group’s annual financial statements for the
year ended 31 December 2019.

Application of amendments to IFRSs

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

Amendments to IAS 1 and IAS 8 Definition of Material

Amendments to IFRS 3 Definition of a Business

Amendments to IFRS 9, IAS 39 and
IFRS 7

Interest Rate Benchmark
Reform

CHINA/MODERN DAIRY HOLDINGS LTD. INTERIM REPORT 2020
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3A.

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

PRINCIPAL ACCOUNTING POLICIES (continued)

Application of amendments to IFRSs (Continued)

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

Accounting policies newly applied by the Group
Embedded derivatives

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

KEY SOURCES OF ESTIMATION UNCERTAINTY

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

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

8.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

godoooouoogd

For the six months ended 30 June 2020
002020060300 0000

3A. KEY SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

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

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

4. REVENUE

Disaggregation of revenue

Types of goods gooao
Raw milk ooo

Timing of revenue recognition gooooag
A point in time ooo

Geographic information

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

Six months ended 30 June
ogoed3ooonodn

2019
20190
RMB’000
ogoooad
(unaudited)
oooooo

2,570,133

2,570,133
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

5. OTHER INCOME 5.
Bank interest income oooooo
Government grants related to oooooooooooo
— Assets (Note i) -0mooio
= Income (Note ii) -0maoio
Others oo
Notes:

i These government grants are in relation to the construction and
acquisition of property, plant and equipment and are included in the
condensed consolidated statement of financial position as deferred
income and credited to the profit or loss on a straight-line basis over
the useful lives of the related assets.

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

gooodgoodgan
For the six months ended 30 June 2020
gOd20200603000000

goog

Six months ended 30 June
goed3o000Od

2020 2019
20200 20190
RMB’000 RMB’000
ooooo ooooo
(unaudited) (unaudited)
oooooo oooooo

7,747 5,294

10,727 9,414
18,897 3,088

29,624 12,502
3,811 3,751

41,182 21,547

ooo
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
gobggobogdano

For the six months ended 30 June 2020
Jgo20200603000000

6. PROFIT BEFORE FINANCE COSTS AND TAX 6. JO0O0OooooooOoO

gooooooOoOooO0O0oOomoomoan
ooooooo

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

Six months ended 30 June
goed3onooonO

2020 2019
20200 20190
RMB’000 RMB’000
ooooo ooooo
(unaudited) (unaudited)
oooooo oooooo
Cost of sales before raw milk fair value oooooOoOooOooooooo
adjustments:
Breeding costs to produce raw milk gooooooooa 1,775,735 1,672,018
Raw milk fair value adjustments included oooopDooooooooon
in cost of sales 960,393 816,632
2,736,128 2,488,650
Other gains and losses, net: gooooooooo
Net foreign exchange loss opoooog 51,078 27,128
Loss on disposal of property, plant o00o0o0oOoooooooo
and equipment, net 3,953 7,948
Impairment loss on goodwill oooooo 22,750 -
Gain on disposal of subsidiaries ooooooooo (72,280) -
Fair value gain on derivative financial 0O0o0ooooooooon
instruments:
Foreign currency forward contracts gooooa (18,414) (1,732)
Foreign currency option contracts gooooa (27,364) (5,942)
Fair value gain on structured deposits gopopoooooooo (74) -
Gain on derecognition of financial gpooooopooooog
liabilities b (687)
(40,351) 26,715
Depreciation of property, plant and oooooooooo
equipment 228,498 259,395
Depreciation of right-of-use assets ooooogo 8,434 7,891
Less: capitalised in biological assets goooooooooo (99,800) (109,299)
Depreciation charged to profit or loss oooooooo 137,132 157,987
Equity-settled share award expense gopoooooooooo
(Note 21(h)) 00021 21,977 24,635
Other employee benefits costs obooooooo 274,024 233,092
Less: capitalised in biological assets oooopooooood (65,416) (59,580)
Employee benefits charged to profitorloss 0000000000 230,585 198,147
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gobooobodaoao

For the six months ended 30 June 2020
gOd20200603000000

7. FINANCE COSTS 7. 0000

Six months ended 30 June
goed3o000Od

2020 2019
20200 20190
RMB’000 RMB’000
ooooo ooooo
(unaudited) (unaudited)
oooooo oooooo
Interest expenses on: ooooo
Bank borrowings oooo 137,539 126,947
Medium-term notes oooo -~ 6,620
Corporate bonds opoo - 14,645
Other borrowings from Mengniu 0000000000 24(do
(Note 24(d)) 27,022
Other borrowings from financial oboobOoobooo
institutions 403 1,059
Lease liabilities opooo 5,475 5,223
Amount due to Mengniu oooooo = 4,354
Total borrowing cost goooooo 150,235 185,870
Fair value loss on interest rate swaps go0oOoooooo 64,563 38,505
214,798 224,375
8. INCOME TAX EXPENSE 8. 4Oooono
Six months ended 30 June
ooeo3o0Oonono
2020 2019
20200 20190
RMB’000 RMB’000
ooooo ooooo
(unaudited) (unaudited)
oooooo oooooo
Current tax: goopogoo
PRC enterprise income tax oooooog 276 197

X
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
godoooouoogd

For the six months ended 30 June 2020
002020060300 0000

8.

INCOME TAX EXPENSE (Continued)

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

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

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

Pursuant to the PRC EIT Law, a 10% withholding tax is levied on
dividends declared to foreign investors from the foreign investment
enterprises established in Mainland China. The requirement is
effective from 1 January 2008 and applies to earnings after 31
December 2007. A lower withholding tax rate may be applied
if there is a tax treaty between China and the jurisdiction of the
foreign investors. For the Group, the applicable rate is 5% or 10%.
Deferred taxation has not been provided for in the condensed
consolidated financial statements in respect of the accumulated
profits of the PRC subsidiaries amounting to RMB2,198,922,000
(31 December 2019: RMB1,863,415,000) as the Group is able to
control the timing of the reversal of the temporary differences and
it is probable that the temporary differences will not reverse in the
foreseeable future.

DIVIDENDS

No interim dividends (six months ended 30 June 2019: nil) were
paid, declared or proposed for current period.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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For the six months ended 30 June 2020
gOd20200603000000

10. EARNINGS PER SHARE

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

data:

Profit
Profit for the purposes of basic and diluted
earnings per share

Number of shares

Weighted average number of ordinary
shares for the purpose of basic earnings
per share

Effect of dilutive potential ordinary shares:

Share options
Share awards

The number of shares adopted in the calculation of the basic
earnings per share has been arrived at after eliminating the unvested
shares of the Company held under the Company’s share award

scheme.

10. 0000

oboooooo

oo0oooO0oooOoooOoooOoOoooooon

Six months ended 30 June
goOed3ooCOOnO

2020
20200

RMB’000
ooooo

(unaudited)

gooooo

oo
obooooooooooooooo
220,736

2019
20190
RMB’000
goooo
(unaudited)
oooooo

124,859

Six months ended 30 June
Ogoed3o0C OO0

2020
20200

(unaudited)

oooooa

oood
obooooooooooooooa

ooo
6,363,900,590

ooooooooood
ooao
oooad

3,568,516
8,778,377

6,376,247,483

ooooo

2019
20190

(unaudited)

gooooo

6,086,773,027

9,775,985
5,325,000

6,101,874,012

oo0oooOoooOoooOooooooooon
oboooooOoooOoooOoooooooonon
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
godoooouoogd

For the six months ended 30 June 2020
002020060300 0000

11. GOODWILL 11. 00O

Cost 00
At 1 January 2020 (audited) 02020010 100000

At 30 June 2020 (unaudited) 02020060300 0000

Impairment oo
At 1 January 2020 (audited)
Impairment loss recognised in the period

At 30 June 2020 (unaudited)

Carrying values ooao
At 1 January 2020 (audited)

At 30 June 2020 (unaudited)

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

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

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

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

be impaired due to increase of the feed costs and the decrease of
selling price.
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gooooooood

For the six months ended 30 June 2020
gOd20200603000000

11. GOODWILL (continued) 11. 0 ooo

The recoverable amount of the ADH CGU has been determined ADHOODOOODOOODOOODOOODOOOoOO
based on a value in use calculation. That calculation uses cash flow go0oooOoOoo0oooOooooooooo
projections based on financial budgets of five years approved by godooooOoODOOO0O0oOoOooooooD
the management and a pre-tax discount rate of 12.3%. Cash flows 0123%000000000000002.5%
beyond the budgeted period are extrapolated using a 2.5% growth gddooooooOOoO0oooooooooo
rate. Other key assumptions for the value in use calculation included gooodoooooooooooooooon
the estimated future market price of raw milk, the estimated goooooooooooooooooon
average daily milk yield at each lactation cycle and estimated feed godo0oobODODbDOO0O0oOoOoooooboDoD
costs per kg of raw milk. Such assumptions are based on the unit’s goooooooo

past performance and management’s expectations for the market
development.

An impairment loss of RMB22,750,000 was recognised during the J000oO0ooODbODO0O000O0o?22,750,0000
current period (six months ended 30 June 2019: nil), being the gogoz019060300 00000000 0OADH
excess of the carrying amount of the ADH CGU over the recoverable ooopoooOOoO0oOoOoOoOoooooooOoog
amount of RMB2,550,212,000 determined based on the above 00oOo0oo0oO0obooooonboao?2,550,212,000
value in use calculation. oo
12. INTERESTS IN ASSOCIATES 12. 00000000
31 December
2019
20190
1200 310
RMB’000
ogoooad
(audited)
goooo
Cost of investments in associates gopooooooog 156,040
Share of post-acquisition profitsand other OO OO0OO0OO0OO0OOO0OOOOO
Comprehensive income 59,352
215,392
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For the six months ended 30 June 2020
Jgo20200603000000

12. INTERESTS IN ASSOCIATES (Continued) 12. 0000000 Oooo
Details of the Group’s interest in associates are as follows: gooodoooooboOooooooo
Proportion of

ownership interest Voting rights
goooo ooo

Place of Sl es - 31 December <100 31 December
Name of company establishment 2019 2019  Principal activities
opooo oood 20190 20190 ODOOO

120310 120310
% %

Modern Farming (Feidong) Co., Ltd. PRC
oDO0@moDmoon oo

49.00  Liquid milk producing
opooo

Modern Farming (Bengbu) Co., Ltd PRC 49.00  Liquid milk producing

00D0moDoDmoon oo onoooo

Jiangyin Dairy Energy PRC 30.00 Energy producing
oooo oo 0000

On 23 August 2019, Modern Farming (Group) Co., Ltd. (“Modern 02019080230 0000 MO0MmM OO0
Farming”) and Jiangsu Agriculture Environment Energy Technology o000 o0oOoDo0o0dooooooo
Co., Ltd., an entity designated by CITIC Environment Investment Jod0o0ooDODObOO0OO00o0oOooooooD
Group Co., Ltd., entered into an agreement in relation to the g0oDO0O00OO0oboO0o0oOO0oo0DOnoooom
formation of Jiangyin Dairy Energy Environment Technology 000oooooooomoomooon
Co., Ltd. (*“Jiangyin Dairy Energy”), pursuant to which Modern 030%0io000o0o00ooonoomoomao
Farming holds 30% equity interest of Jiangyin Dairy Energy. g0oOo0oO4z,898,000000000000O0O
During the current period, Modern Farming has contributed cash gooodgdggzozodl0oooooomo
of RMB42,898,000 as capital in Jiangyin Dairy Energy. Jiangyin o000 oo00ddoooomoom
Dairy Energy acquired the entire equity interests in Modern Energy 0000000 o0Onoo00mooooon
(Wuhe) Co., Ltd. (“Wuhe Energy”’) and Modern Energy (Hefei) Co., 000000000 ooDnooon
Ltd. (““Hefei Energy”), then wholly-owned subsidiaries of Modern Oo0o0ogo220

Farming, in January 2020. More details of the transaction are set
out in Note 22.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
gobooobodaoao

For the six months ended 30 June 2020
gOd20200603000000

13. BIOLOGICAL ASSETS 13. 0000
The fair value less costs to sell of dairy cows at the end of the go0oO0O0o0O00O00O0oODOoDOoDOD
reporting period is set out below: oo
30 June 31 December
2020 2019
20200 20190
60 300 1200 310
RMB’000 RMB’000
ooooo ooooad
(unaudited) (audited)
gooooo goooo
Milkable cows oo 5,326,986 5,543,159
Heifers and calves gooooao 2,029,700 1,916,200
Total dairy cows goodo 7,356,686 7,459,359
The Group has engaged Jones Lang LaSalle Corporate Appraisal go00ooo0oOoo0oooOooooooooo
And Advisory Limited, an independent firm of professional valuer, Moooo0odooD@ooooooooo
to assist it in assessing the fair values of the Group’s dairy cows. The go0oooooooooooooooooo
valuation techniques used in the determination of fair values as well gdoo0ooodoooooooga2so

as the key inputs used in the valuation models are disclosed in Note
25.
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booobododd
For the six months ended 30 June 2020
Jgo20200603000000

14. TRADE AND OTHER RECEIVABLES AND

ADVANCED PAYMENTS

Trade receivables
Less: allowance for credit losses

Advanced payments for feeds and materials
Input value added tax recoverable
Receivables from disposal of property,
plant and equipment
Receivables from disposal of subsidiaries
(Note 22)
Others

gooood
oooooood

ooooooo
oooooood

ooooooooooooooon

ooooooooood

ooo22d
oo

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

customers.

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

Trade receivables
— within 30 days

gooood
—-30000

4. 00 0000000000000
gooo

30 June 31 December
2020 2019
20200 20190
60 300 120 310
RMB’000 RMB’000
oooono ooodgo
(unaudited) (audited)
gopoooo ooodo
508,635 550,205
(8,535) (8,635)
500,100 541,570
64,673 64,819
2,546 2,591
999 4,015
55,674 =
9,243 5,293
633,235 618,288

oooooooooosocooooon

obooo0oooooomooooboooooaon
ooo0oomooooooom@ooooan
ooomooooooo

30 June 31 December
2020 2019
20200 20190

60 3000 120 310
RMB’000 RMB’000
ooooo ooooo
(unaudited) (audited)
goooog googo
500,100 541,570
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For the six months ended 30 June 2020
gOd20200603000000

15. STRUCTURED BANK DEPOSITS 5. 0000000

30 June 31 December

2020 2019

20200 20190

60 300 1200 310

RMB’000 RMB’000

ooooo ooooao

(unaudited) (audited)

oooooa goooo

Structured bank deposits ooooooon 50,074 -
The balances represented short-term deposits placed within go0oooooooooooooooooo
reputable banks in the PRC with variable interest rate determined go0oooooooooOooooooooon

by reference to foreign currency exchange rate movement. These ooooooooood

deposits are stated at FVTPL.

16. IMPAIRMENT ASSESSMENT ON FINANCIAL le. D0 00dO0UooooobobobOon
ASSETS SUBJECT TO EXPECTED CREDIT LOSS ERERERE
MODEL

Six months ended 30 June
OgoOed3o0COOO

2020 2019
20200 20190
RMB’000 RMB’000
ooooao goooad
(unaudited) (unaudited)
oooooo gooooo
Impairment loss (reversed) recognised oo00ooooooooomoon
in respect of
Trade receivables oooooo (108,642)
Other receivables oooooo 621
(108,021)
The basis of determining the inputs and assumptions and the goz020060300 00000000000
estimation techniques used in the condensed consolidated financial 00000o00oooooooooooooon
statements for the six months ended 30 June 2020 are the same as O00O0ooooooo20190120310000
those presented in the Group’s annual financial statements for the doooooooooooog

year ended 31 December 2019.
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For the six months ended 30 June 2020
Jgo20200603000000

17. DERIVATIVE FINANCIAL INSTRUMENTS 17. 000000
Assets Liabilities
oo oo

<0 U= 31 December <10 [l= 31 December
2020 2019 2020 2019
20200 20190 20200 20190
60 3000 1200 310 60 300 1200 310
RMB’000 RMB’000 RMB’000 RMB’000
ooood ooood ooooo goooo
(unaudited) (audited) | (el (audited)
oooooo 00000 yningugnpnis goooo

Interest rate swaps (Note i) ooomooio -~ (75,372) (15,134)

Foreign currency forward ooooomoaoiag
contracts (Note ii) 8,198 (140)
Foreign currency option ooooomogid
contracts (Note ii) 51,229 31,713 -~
59,427 89,543 (75,372)
Analysed as: oooo
Current oo 14,240 89,543 (36,746) (15,274)
Non-current ooo 45,187 = (38,626) -
59,427 89,543 (75,372)
Notes: ood
i Key terms of the interest rate swaps are as follows: i gooooopoooog
Nominal amount Swaps
gooo oo
At 30 June 2020
[0 20200 60 3000
United States Dollars (““US$)542,300,000 From LIBOR to 0.66%-1.90%
542,300,0000 OO 0 O M 0000000000 0.66%0 1.90%
Hong Kong Dollars (“HK$*)1,500,000,000 From HIBOR to 2.59%—2.62%
1,500,000,0000 I 0 O M 0000000000 2.59%0 2.62%
At 31 December 2019
0201900 120 3100
US$300,000,000 From LIBOR to 1.53%-1.54%
300,000,0000 O 0000000000 1.53%0 1.54%
HK$1,500,000,000 From HIBOR to 2.59%-2.62%
1,500,000,0000 O 0000000000 2.59%0 2.62%
The Group entered into several interest rate swap contracts with Jo0oD0ooooUooooooooooooo
certain banks to hedge the risk of interest rate fluctuation arising from gdo0o0oU0o0ooUOoUDUDOUOOO
certain bank loans at floating interest rate. The fair value changes of 000000000000 0O0Oo0OoOO0oO0ooo

the swaps were presented as a deduction of finance costs. oo
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17. DERIVATIVE FINANCIAL INSTRUMENTS (Continued)

Notes: (Continued)

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

Nominal amount
oooo

17. 00000 0Oy

gooooooood

For the six months ended 30 June 2020
gOd20200603000000

oooo

oo0o0oooooO0oOoOooooOoOooooo

Forward exchange rates
oooaod

At 30 June 2020

[0 202007 600 3000
HK$1,230,390,000
1,230,390,0000 O
RMB372,899,000

0 0 0 372,899,0000
At 31 December 2019
[0 201907 1207 3100
US$187,700,000
187,700,000 O O
HK$1,230,390,000
1,230,390,000 O O

US$0.1274 to US$0.1280: HK$1
0.12740 000.12800 00100
US$0.1403: RMB1

0.14030 0000010

RMB6.4800 to RMB7.0000: US$1
gOoo0ed4so000000O7.000000100
US$0.1274 to US$0.1280: HK$1

0.12740 0 00.12800 0 0100

Nominal amount Type Position Prices

oooo oo ooooao oo

At 30 June 2020

[J 202007 600 300]

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

217,000,0000 O * oo oo 0006.70000 000 O6.89000 0 10 O
Put Short RMB6.7000 to RMB6.8900: US$1
oo oo 000e.70000 000 O6.89000 0 10 O
Call Short RMB7.1000 to RMB7.3000: US$1
oo oo 0o0ov7.1000000007.30000 0100

At 31 December 2019

[J 201900 1200 310

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

217,000,00000 OO0 * oo oo 000e.70000 000 06.89000 0 10 O
Put Short RMB6.7000 to RMB6.8900: US$1
oo oo 00 06.70000 000 0O6.89000 010 O
Call Short RMB7.1000 to RMB7.3000: US$1
oo oo 000v7.1000000007.30000 0100

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

26,300,00000 O * oo oo 0o00e.88200 0100
Put Short RMB6.8800: US$1
oo oo 0o0oe.8so00 0100

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

26,000,000 0 O oo oo 0oos.8o0000 0100

* These are currency call/put option portfolios.

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

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

* goooooooooooood

oooooOooOooOoOOoO0OO0OO0O0OO0OO0OO0On
ooooo0ooOooOoOooOoO0OOO0OOOOOO0On
ooo0ooO0ooOooOooOooOooOoooon
ooooo0oo0ooO0o0O0O0O000000D
ooo

obobo0ooooooooOooobOOooooa
Oo00oOooooooooo2so

20200000 OOOOOmOODOnDO
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booobododd
For the six months ended 30 June 2020
Jgo20200603000000

18. 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.

oooooo

-60000
-00e0000120000
-001200003860000
—go3e00 00720000
ooomooo

Trade payables
— within 60 days
— beyond 60 days but within 120 days
— beyond 120 days but within 360 days
— beyond 360 days but within 720 days
Bills payable (Note)

Payable for acquisition of property, oooooDooooooood
plant and equipment

Accrued staff costs

Advance payments from disposal of
dairy cows and others

Others oa

oooood
oboooooooooooo

Note: Bills payable are mature within twelve months from the respective
issuance dates. oo

30 June
2020
20200
60 300
RMB’000
ooooo
(unaudited)
gopoooo

496,287
182,836

41,455
18,291

738,869

126,269
129,868

18,934
104,655

1,118,595

18. 000 000ooooooo

oo0ooob0oOooOoOooOoOoOooOoooooaon
oo0ooo0OooOooOoooOoOoooOoOoon
obooooooooo

31 December
2019

20190

1200 310
RMB’000
ooooo
(audited)
ooogo

905,457
213,925
18,536
16,747
2,841

1,157,506

140,350
113,503

27,067
83,262

1,521,688

oooooooooooooooOoOOoOoOoOoo
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For the six months ended 30 June 2020
gOd20200603000000

19. BANK BORROWINGS 19. 0000
During the current period, the Group obtained new bank go0oO0O0o0O00O00O0oODOoDOoDOD
borrowings amounting to RMB2,459,100,000 (six months ended 30 2,459,100,00010 0 0 20190 60300 0 0 O
June 2019: RMB2,682,181,000) and repaid RMB1,772,996,000 (six 0000o2,682,181,0000 000000
months ended 30 June 2019: RMB1,425,020,000). 01,772,996,0000 0 0 2019060 300 0 0 O

00O0001,425,020,0000 0

As at 30 June 2020, bank borrowings are denominated in the g2020060300 00000000000
following currencies: oo
30 June 31 December
2020 2019
20200 20190
60 300 1200 310
RMB’000 RMB’000
ooooo googoo
(unaudited) (audited)
oooooo goooo
Uss oo 1,793,629 2,083,136
HK$ oo 1,114,710 1,095,831
RMB ooagd 3,306,630 2,359,507
6,214,969 5,538,474
The bank borrowings comprise: gopoooog
30 June 31 December
2020 2019
20200 20190
60 300 1200 310
RMB’000 RMB’000
ooooo ooooad
(unaudited) (audited)
gooooo goooo
Fixed-rate borrowings gooad 2,457,315 1,449,411
Variable-rate borrowings oood 3,757,654 4,089,063
6,214,969 5,538,474
The annual interest rate of the bank borrowings during the current O00o0oOoO0oooOoOOoOO0OO0OO0OD0ODo0.66%0
period ranged from 0.66% to 5.00% (six months ended 30 June 5.00% ] 0 0 20190 60 300 0 O O O O 0.45%

2019: 0.45% to 5.00%). 0 5.00%1]
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For the six months ended 30 June 2020
Jgo20200603000000

20. OTHER BORROWINGS 20. 0000
Other borrowings were repaid in full during the current period. gooooooooooooo
21. SHARE-BASED PAYMENTS 2. 00000000
(@) Modern Farming Option Scheme (@ OD00MOODMoooo
On 31 October 2010, the Company granted to two directors gz0100100310 000000000
and one top management of Modern Farming a total of goomoomooooooobobooo
87,412,507 share options of the Company for nil consideration gpoooosr4izs5070 0000000
and each with an exercise price of HK$0.86 (RMBO0.74) per ooOoooOooO0oooOoo.8edmOn
share (the “Management Options™) which will expire on 29 o740 000000 OO 0O DO 20200
October 2020. The following table discloses movements of the o020 0 0000000000000
Management Options during the current period: ooooooo

Outstanding

Outstanding and

as at Exercised exercisable

1 January during as at 30 June

Category oo 2020 the period 2020
00 20200

0 20200 60 300

1010 oooo

oooo oooo

Management Options oooooo 50,930,832 50,930,832
Outstanding

Outstanding and

as at Exercised exercisable

1 January during as at 30 June

Category oo 2019 the period 2019
0 20190

0 20190 60 300

1010 oooo

oooo ooono oooo

Management Options gooooao 50,930,832 = 50,930,832
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21. SHARE-BASED PAYMENTS (Continued)

(b) Share Award Scheme

0]

Share Award Scheme |

On 9 September 2016 (the “Adoption Date 17),
the Company adopted a share award scheme (the
“Share Award Scheme I”’) to motivate and award the
contribution of certain members of management and
eligible employees of the Group. Subject to any early
termination as may be determined by the Board, the
Share Award Scheme | is valid and effective for a period
of 5 years commencing on the Adoption Date |. The
shares to be awarded under the Share Award Scheme |
will be acquired by the Company through Dairy Fortune
Limited (“Dairy Fortune”) which is 100% owned by
Dairy Fortune (PTC) Limited (the “Trustee”) from the
open market by cash contributed by the Group under
the directions of the Company and will be held in trust
for the relevant selected participants until such shares
are vested. The maximum number of Shares which
may be purchased by the Dairy Fortune is 55,000,000
Shares. The total contributed amount shall be not
more than HK$70,000,000. During the year ended 31
December 2016, based on the Company’s instructions,
the Dairy Fortune purchased a total of 35,519,000
ordinary shares of the Company on open market at a
total consideration of approximately HK$68,966,000
(equivalent to RMB61,424,000). During the year ended
31 December 2017, the Dairy Fortune purchased another
450,000 ordinary shares from the open market at a total
consideration of approximately HK$803,000 (equivalent
to RMB713,000) and the number of ordinary shares
purchased by Dairy Fortune increased to 35,969,000
shares (the “Award Shares I”).

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

gooooooood

For the six months ended 30 June 2020
gOd20200603000000

21. 0000 bo0odooo

(b D0O0OO0DO

0]

ooooool

020160909000 000 IOD O
0000o0o0oD0oooOoOnoon
dd0iDnooooooooooaon
ooooooooooooooo
ooooooooooooooo
oooOoOOoOoOogiIooooogoo
ooooiDooooobooooo
OlI0O0D00O00000DOO0OO Dairy
Fortune (PTC) Limited O O O [TJ
100%/0 O O Dairy Fortune Limited
M Dairy Fortuned D OO OO0 OO
dooooooooooobooao
dododoooooooooooao
ooooooooooooooo
Dairy FortuneO OO0 OO0 O OO0OO
055,000,0000 00000000
0 00vo,000,0000 00002016
01203100000000000
00O Dairy FortuneO O OO OO OO
ggoass5h19,0000 00000003
0000O0e8,966,0000 OO0
000e61,424,0000 00 O 02017
0120 310 0 O O O Dairy Fortune
000000O0O000a450,0000
OO0O0oO0OC0O0D0oasos,oo00d
Ooo0OooOoov7as,0000 O Dairy
FortuneD D OODOOODOOODO
35,969,000 0 0 0O O I

doooooooooooooan
dooooooooooobooao
dooobooooooilooooao
dodooooooooooooao
0 Dairy FortuneO O OO OO0DOO0O
000 Dairy FortuneD 0 OO0 OO0
0000 Dairy FortuneO O 0000
Oo0o0oooooooooooan
OooU0oooooooomooao
oooooDoDoODObOOmoa

20200000 OOOOOmOODOnDO
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21. SHARE-BASED PAYMENTS (Continued)

(b) Share Award Scheme (Continued)

0]

Share Award Scheme | (Continued)

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

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

21. 0000000 oo

(by DO0O0O oo

0]

oooooomoo

020170402100 0000100 O
035,969,00000000MO0O
gimmoooooooooooad
oO0o00e,637,00000000MMO
oA OoOooOooOCoOooo
ooooO0Omoocooooooao
ooooooooooOoocooo
29,332, 00000 000MOOCOO
o OOoOooOo0OoooOoooon
oooooooomoooooo
ooo0o0ooOoooOOoooooo

oooooOO0oO0oOoA0DO0OO0OO0O0BO
oooooooo

Forfeited
Outstanding due to Outstanding
as at resignation Vested as at
1 January during during 30 June
Category od 2020 the period the period 2020
020200 0 20200
1010 oo 60 300
oooo ooooo gooao gooo
Award Shares A OOOO0OA 5,325,000 (5,325,000)
Award Shares B gooos = =
5,325,000 (5,325,000)
Forfeited
Outstanding due to Outstanding
as at resignation Vested as at
1 January during during 30 June
Category ao 2019 the period the period 2019
020190 020190
1010 oo 60 300
oooo ooooo gooao pgooo
Award Shares A OooCnoA 5,325,000 - - 5,325,000
Award Shares B aooos 22,423,000 (1,412,000) (21,011,000) -
27,748,000 (1,412,000) (21,011,000) 5,325,000
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21. SHARE-BASED PAYMENTS (Continued)

(b) Share Award Scheme (Continued)

0]

Share Award Scheme | (Continued)

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

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

gooooooood

For the six months ended 30 June 2020

gobz0200603000000

21. 0000 bo0odooo

(b 00000 oo

0]

oooooowoo

goooAOO0OODOOBOODOOO
ooo0oo0b0 -ooooooooo
goooov, 73,0000 M0O0O0O0O
0 0 6,844,0000 11 36,265,00000 O
ooo0dooos2102,0000Md

ooooOOOoOoooooooimao
ooO0oo0OC0Oo0o0aoaoss90000
gobzo019060300 000000
003,892, 000000 0000AO
0 5,325,00000 0 O 20190 60 30
oooooo021,012,0000000
OBDO0O0OOODODODOOCODOO
Ooo0ooooooDoOooooo
0 05,468,00000 0 O 20190 60
30000000000 23,063,000
ooooooooOoOoooooo
oibooooaae,199,000d00
2019060 3000000O00O0O0DOO
36,297, 0000 0O00OODOOODO
0 3,731,00011 0 O 20190 600 300
000000000 13,234,0000MM
ooooooo

20200000 OOOOOmOODOnDO
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For the six months ended 30 June 2020
002020060300 0000

21. SHARE-BASED PAYMENTS (Continued)

(b) Share Award Scheme (Continued)

(1)

CHINA/MODERN DAIRY HOLDINGS LTD.

Share Award Scheme Il

On 26 March 2018 (the “Adoption Date II”), the
Company adopted a share award scheme (the “Share
Award Scheme II”’) to motivate and award the
contribution of certain members of management and
eligible employees of the Group. Subject to any early
termination as may be determined by the Board, the
Share Award Scheme Il is valid and effective for a period
of 10 years commencing on the Adoption Date Il. The
shares to be awarded under the Share Award Scheme
II' will be acquired by the Company through Dairy
Fortune from the open market by cash contributed by
the Group under the directions of the Company and
will be held in trust for the relevant selected participants
until such shares are vested. The maximum number of
shares which may be purchased by the Trustee is set
at no more than 1% of the number of issued ordinary
shares of the Company at the preceding annual general
meeting. As at 31 December 2019, based on the
Company’s instructions, the Dairy Fortune purchased a
total of 39,962,000 ordinary shares of the Company on
open market at a total consideration of approximately
HK$51,759,000 (equivalent to RMB43,988,000).

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

INTERIM REPORT 2020

(1

21. 0000000 ooo

(b 00000 oo

oooooon

0201803026000 0 0 O NOd
gdododoooooooooooao
goooonmmnooooooooo
oopoooooopooooooo
oo0oOooooopooooooo
oooOoooooooonoooo
ooooooonooooooo
oooOolooooooooooo
00O Dairy FortuneO OO OO OO0
doooooooooooboon
doooooooooooooan
dooooooooooobooao
dododoooooooooooao
oopoooooopooooooo
0000000000000 1%0
020190120310 0000000
00O Dairy FortuneO OO OO OO0
0o0o39,962,0000 0000000
gOoOooOogsi,7s9,0000MOOO
0 O O 43,988,0000 (1]

00000 Dairy FortuneO O OO0
oOooogozo000000000000O0
oo00Ogdav,2ss5,0000 MO00O0O
0 0 15,763,0000 (IJ Dairy Fortune
oooooOogoumnooooooo
O0O0oQgbs9,962,00000O0QOO
I



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

gooooooood

For the six months ended 30 June 2020

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

(ll-i) Share Award Il-i

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

The following table discloses movements of the
Award Shares C and Award Shares D during the
period ended 30 June 2019:

gobz0200603000000

21. 0000 bo0odooo

(b 0000

0oo

() 000000 WOo

() 000010

020190 30290000
19,962,00000000MO0O
oon-0Ooocooooooao
goooogooe,esioood
goo0ogntzo190402100
oooOmoooobocooon
0o0O0one,9s1,0000 02019
040210000000000
0000000000 DbId

obooboooocobooon
DO 020190 603000000
ood

Outstanding Outstanding

as at Granted Vested as at

1 January during during 30 June

Category oag 2019 the period the period 2019
020190 020190

1010 60 300

oooo oooo gooo gooo

Award Shares C gooooc - 9,981,000 (9,981,000) -
Award Shares D oooob - 9,981,000 (9,981,000) -
- 19,962,000 (19,962,000) -

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

gooocooooobooan
goooooooooooao
goooD0O0oi2,484,0000
omooooooaio,709,000
goJ11,698,0000 000
00O 0O 10,034,0000 [TJ
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For the six months ended 30 June 2020
002020060300 0000

21. SHARE-BASED PAYMENTS (Continued)

(b) Share Award Scheme (Continued)
(Il) Share Award Scheme |l (Continued)
(ll-i) Share Award II-i (Continued)

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

Grant date share price
ooooooo
Strike Price

oono

Risk-free interest rate
ooooao
Remaining restrict period
oooo

Expected volatility
oooao

Dividend yield
oooo

Option value
ooooo

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

2. 0000000 oo
(b) DOOOO oo
() 0000O00OmOO
() OO000mMO0

ooooooooooooco
oooopoboOood

Award Shares C Award Shares D
gpoooc ooodb
HK$1.30 HK$1.30
1.300 0 1.300 0
HK$1.30 HK$1.30
1.300 0 1.300 0
1.38% 1.44%
0.06 1.06
65.87% 43.20%
0.00% 0.00%
HK$0.05 HK$0.13
0.050 O 0.130 0

goooooooooooao
oboooooo




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

21. SHARE-BASED PAYMENTS (Continued)

(b) Share Award Scheme (Continued)

(I Share Award Scheme Il (Continued)

(i)

)

Share Award II-i (Continued)

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

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

Share Award II-ii

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

gooooooood

For the six months ended 30 June 2020

gobz0200603000000

21. 0000000 noo
(b DO0DO0O oo
0oo0oo0owoo

() O0OOomoo

goooooooooooao
ooooooooooooao
ooooooooooooao
goooooococoOooob
oboooooo

gozo190e603000000
goooooooon-icooo
goooobo0o0ooz2o,743,000
go00ogz01906030000
goooooooocoOooaon
gopooooOoOooOOoOooao
oooO0o00oo?2o,743,0000
coooooooOooOoOoO0Oao
oonoooooono2s,538,000
coooooooOoOOO0Oao
2,795 000000 00CODOO

(I-if) 0000 i

0202001080000
20,000,00000000MMO0O
ool-Hdmooooooooon
gooooDooooooooo
00000 0010,000,0000 0
goongz02004021000
MooooOeOmoooooan
[110,000,0000 [0 20200 40 21
cooooooooocoooo
oo 000

20200000 OOOOOmOODOnDO
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
gobggobogdano

For the six months ended 30 June 2020
Jgo20200603000000

21. SHARE-BASED PAYMENTS (Continued) 2. 0000000 ooo
(b) Share Award Scheme (Continued) (b) O0DDOOODOO
(1) Share Award Scheme Il (Continued) (y oooooowoo
(ll-ii) Share Award Il-ii (Continued) i) oooon-woo
The following table discloses movements of the 0000000 0oEDODOO
Award Shares E and Award Shares F during the FOOoOODoDoooo

reporting period:

Outstanding Outstanding
as at Granted Forfeited Vested asat
1 January during during during 30 June
Category ao 2020  theperiod  the period  the period 2020
020200 020200
10 10 60 300
gooa gooa gooo gooo googd
Award Shares E O0O0O0E 10,000,000 (40,599)  (9,959,401)
Award Shares F OooOF 10,000,000 (40,599)  (9,959,401)
20,000,000 (81,198) (19,918,802)
The fair values of Award Shares E and Award Shares O0D0OO0OEODODOOOFODODO
F determined at the date of grant using Asian ooboooooocooooao
Option Model were HK$10,993,000 (equivalent to 000000010,993,0000
RMB9,821,000) and HK$10,089,000 (equivalent to Mooo0o000o9,s21,00000
RMB9,013,000), respectively. 0 10,089,0000 O OOOO

1 9,013,0000 11




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

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

(Il) Share Award Scheme |l (Continued)
(ll-ii) Share Award Il-ii (Continued)

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

Grant date share price
ooooooo
Strike Price

oono

Risk-free interest rate
ooooao
Remaining restrict period
oooo

Expected volatility
oooao

Dividend yield
oooo

Option value
ooooo

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

gooodgoodgan
For the six months ended 30 June 2020
gOd20200603000000

2. 0000000 Oooo
(b) DOOOO oo
() 0000O0DOmOO
(-i) 00000800

gooooooocOooogen
oooormmoooon

Award Shares E Award Shares F
O00OdE ooodrF
HK$1.14 HK$1.14
1.140 0 1.140 0
HK$1.14 HK$1.14
1.140 0 1.140 0
2.03% 1.77%
0.28 1.28
30.26% 46.51%
0.00% 0.00%
HK$0.04 HK$0.13
0.040 O 0.130 0

coooooooooOOoOoo
oooooono

20200000 OOOO0OODOOOO00
_ 1 \ ]
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(b) Share Award Scheme (Continued)
Share Award Scheme |l (Continued)

(ll-ii) Share Award Il-ii (Continued)

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

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

(Il-iii) Share Award Il-iii

On 27 March 2020, a total number of 20,000,000
Award Shares Il (““‘Share Award lI-iii”’) were granted
to the selected participants. If certain performance
and service conditions are met, out of the total
shares granted, 10,000,000 Award Shares Il will be
vested on 21 April 2021 (the “Award Shares G”).
The remaining Award Shares Il of 10,000,000 will
be vested on 21 April 2021 with one year lock-up
period beginning from the vesting date (the “Award
Shares H”).
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21. 000000007

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
godoooouoogd

For the six months ended 30 June 2020
002020060300 0000

21. SHARE-BASED PAYMENTS (Continued)

(b 00000 oo
ooooboowoo

(i) 0000000

goooooooooooao
ooooooooooooao
ooooooooooooao
OooooooeoooOOOF
oboooooo

goooooooooooao
-io0o0ooo0oo0oooo0oo0o
18,759,000 000 O0OODODO
19,918,8020 00 00ECODO
gorOOOO0OODOODOD
0000ogogogais,759,0000
ooooooooooooao
gongodoono2o,361,000
goooooooooooao
l1,602,00000000000OO

(I-ifi) 0 0 0 O Il-iii

gz2o0z2o0030270000
20,000,00000000MMO0O
Oou-idooooooooo
oooooooooooooo
0o0000000oi0o,000,0000
OOO00Onoo2021040210
cOnooooecOooono
0 0 1110,000,0000 O O 20210
402100000000000
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

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

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

gooodgoodgan
For the six months ended 30 June 2020
gOd20200603000000

2. 0000000 oo
(b) DODO0 oo
() DOODOoOWmoo
(I-ii) 0 0 0 0 H-ilf 0 0

ooooooooeooOoOO
orOooOoooOooooo

Outstanding Outstanding
as at Granted Forfeited as at
1 January during during 30 June
2020 the period the period 2020
0 20200 0 20200

Category 0oag
Award Shares G goooe
Award Shares H oooax

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

1010 60 300
oooao oooo oooo oooo

10,000,000 (280,000) 9,720,000
10,000,000 (280,000) 9,720,000

20,000,000 (560,000) 19,440,000

goooecOooOOoorHOOO
goooooooooooao
0O000000e6,010,00000
O00000005,459,00000
5,813, 0000 00000000
5,281,0000 I




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
godoooouoogd

For the six months ended 30 June 2020
002020060300 0000

21. SHARE-BASED PAYMENTS (Continued)

(b) Share Award Scheme (Continued)

(Il) Share Award Scheme |l (Continued)

(Il-iii) Share Award Il-iii (Continued)

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

Grant date share price
ooooooo
Strike Price

oono

Risk-free interest rate
ooooao
Remaining restrict period
oooo

Expected volatility
oooao

Dividend yield
oooo

Option value
ooooo

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

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

The Group recognised a share award expense of
RMB2,659,000 in respect of the Share Award Il-iii
during the current period.

CHINA/MODERN DAIRY HOLDINGS LTD. INTERIM REPORT 2020

2. 0000000 oo
(b) DOOOO oo
() 00O00O00OWOO
(I-iii) 0 0 0 0 -l 0 O

gooobobOOobOobOooG
oboooHOoOOOooO

Award Shares G Award Shares H
ooodeG ooodH
HK$0.68 HK$0.68
0.680 O 0.680 O
HK$0.68 HK$0.68
0.680 O 0.680 O
0.62% 0.63%
1.07 2.07
49.34% 44.66%
0.00% 0.00%
HK$0.08 HK$0.10
0.080 O 0.100 O

goooooboooobooo
goboooo

ooooooooooooao
goooooooooooao
goooooooooooao
goooooocecooOOOoOH
obooooood

goooooboooooo
-ioooooooooooo
2,659,0000 O




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
gooooooood

For the six months ended 30 June 2020
gOd20200603000000

21. SHARE-BASED PAYMENTS (Continued) 2. 0000000 Oooo
(b) Share Award Scheme (Continued) (o) OOODOOODoO

The Group retained a total number of 5,510,525 vesting O0oOoOooooooolionoooao

shares (for the six months ended 30 June 2019: 10,592,774) oooooOooOoOooOoooOoOoo

as a consideration of approximately HK$4,519,000 (equivalent 05,510,5250 0 0 0 000 0O 20190 6

to RMB4,129,000) (for the six months ended 30 June 0300 0000010,592,774000 O

2019: HK$12,499,000 (equivalent to RMB10,722,000)) for Oodo4,519, 0000000000003

paying the individual income tax on behalf of those selected 4,129,0000 00 0 20190 60 300 0 O

participants under Share Award Scheme | and |I. go0012,499,00000000000DOO
10,722,0000 I

As described above, the ordinary shares of the Company held 000000 Dairy FortuneO OO OOO

by Dairy Fortune are accounted for as a debit to the Group’s gdopopoooooDoooooooooo

reserve and are presented under the account of “Shares gooooDoomoooooooog

held under the Share Award Schemes” in the condensed oooomod

consolidated financial statements.

22. DISPOSAL OF SUBSIDIARIES 22. 000000

On 31 December 2019, Modern Farming entered into two share g20190120310 0000 oo on
transfer agreements (the “Transfer Agreements”) with Jiangyin 0o0o0ooooooooOooooooOoo o
Dairy Energy, pursuant to which Modern Farming agreed to sell, 00o0oo0moomooooooooon
and Jiangyin Dairy Energy agreed to acquire, the entire equity gooDooomooDmoooooooon
interests in Wuhe Energy and Hefei Energy (Wuhe Energy and goboooooOooooOOooboooooOo
Hefei Energy are collectively referred to as the “Two Energy joo0oO0moo@ooboboomooo
Companies™), then wholly-owned subsidiaries of Modern Farming, 00000000 D0ODODO148,124,0000 0O O
at an aggregate cash consideration of RMB148,124,000. The above J0od0o0o0ODODODOO000oO0OooooDoD
transaction constituted a discloseable transaction of the Company go0oO0o0doOogz20190120310 000000
under the Listing Rules and has been published in the Company’s gopoooooobooo2020010000

announcement dated 31 December 2019. The disposal was
completed in January 2020.

20200000 OOOODOODOOOoOon 83
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

O0o00obodobdgn
For the six months ended 30 June 2020
002020060300 0000

22. DISPOSAL OF SUBSIDIARIES (continued)

22. 00 0000goo

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

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

0000000000 MO0OmMmO0nonn
0000000000®MOO0O0O0O00O000
020000000000000000000
00000000000 00000000
000000000000000O0TSO0
OdDO00IO0@O000MO0mMmOoNo0oo
00000203901203100000000
00000000000000000D00
0D (i) 0000 (@0 (0O00000 @00
000000018000000TS00000
00I0000000080%0((h)000MmMO
0DO00000N000000000000
MO0DO000000000000000
000 00000000000000000
0000000000000 O000000
0043,600,0000 00000000000
27,210,0000 0 0 1 0 O 130%0

cooo0oooOomoomooooiimoao
noooobOooooobOoOooooOOooooao
ocooooooooooOoooOooooooao
cooooooooooooOooooooano
ocooooooooooooOooooooo
oooOoo0oooDOoO0oOooOoooooon

31 January 2020

20200 10 310

RMB’000

ooooo

Analysis of assets and liabilities over which ooo0oDoooooooooo
control was lost:

Property, plant and equipment goooooan 69,798
Inventories od 93
Trade and other receivables and advanced payments OO0OO00O0O00O000O0O0O0O0COOO 6,017
Cash and bank balances ooooooo 6,734
Trade and other payables 0oD0o0oDO0obooooOoo (6,699)
Tax payable opoo (99)
Net assets disposed of ooDo0O0oDbDOOo 75,844
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
gobooobodaoao

For the six months ended 30 June 2020
gOd20200603000000

22. DISPOSAL OF SUBSIDIARIES (continued) 22. 00000 0goo
RMB’000
goooo
Gain on disposal of subsidiaries: ooooooooon
Consideration received oooo 92,450
Receivables from Jiangyin Dairy Energy gopDOooDOo0DOD 55,674
Net assets disposed of gopoooag (75,844)
Gain on disposal oooo 72,280
Net cash inflow arising on disposal: Oooooooooooooo
Cash consideration oooo 92,450
Less: bank balances and cash disposed of goooooooooood (6,734)
85,716
23. CAPITAL COMMITMENTS 23. 0000

30 June 31 December
2020 2019
20200 20190
60 300 120 310
RMB’000 RMB’000
oooono ooooo
(unaudited) (audited)
oooooao goooo

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

21,474




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

booobododd
For the six months ended 30 June 2020
Jgo20200603000000

24. RELATED PARTY TRANSACTIONS

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

Mengniu

share capital

ogd
Jiangyin Dairy Energy
oooo

(b)

following balances with related parties:

Amounts due from

Mengniu Group
Trade receivables — raw milk
Within 30 days based on invoice date

Other receivables

Amounts due to

Jiangyin Dairy Energy
Trade payables

ODERN DAIRY HOLDINGS LTD.
{ | i

§ |

INTE

Other than as disclosed elsewhere in the financial statements,
At the end of the reporting period,

the Group had the

oooo
obooooo-0o0o
oooooseonOd

obooooo

oooao
obooooo

IM REPORT 2020

24. 00000

O0000O00DO0OO0ODO0OO0ODO58.15%000
An associate of the Group
goooooooDo

(a) DODODDOOOOODOOOOOOO

A shareholder who directly and indirectly held 58.15% of the Company’s issued

(b) OODOODOODODODODOOO0ODOO0O0O0O0
oooooooooooooooao

oood

gooad

30 June
2020
20200

60 300
RMB’000
oooono

(unaudited)
oooooo

397,860

30 June
2020
20200
60 300
RMB’000
ooooo
(unaudited)
oooood

1,876

31 December
2019

20190

120 310
RMB’000
ooooo
(audited)
ooogo

446,239

243

31 December
2019

20190

1200 310
RMB’000
goooo
(audited)
goooo




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

24. RELATED PARTY TRANSACTIONS (continued)

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

Mengniu Group
Sales of raw milk
Others

Purchases of liquid milk (Note)

Jiangyin Dairy Energy
Purchases of power and utilities

oood
ooooo
oo

oooomooao

oood
ooooooooo

The sales prices were based on mutually agreed terms.

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

gooodgoodgan
For the six months ended 30 June 2020
gOd20200603000000

24. 0000 Oooo

(c) ODODODODOOODOOOOOOOOOO
oooooooooooooooo

Six months ended 30 June
Ogoed300C OO0

2020 2019
20200 20190
RMB’000 RMB’000
goooad goooad
(unaudited) (unaudited)
gooooo gooooo
2,295,850 2,195,806
= 1,768

Six months ended 30 June
Ogoed300C OO0

2020 2019
20200 20190
RMB’000 RMB’000
goooad goooad
(unaudited) (unaudited)
gooooo gooooo

5,866 -

oooooooooobooood

gooooooo0oOoooooO0oOoooooo
gO0o1o,000,00000000080




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
gobggobogdano

For the six months ended 30 June 2020
Jgo20200603000000

24. RELATED PARTY TRANSACTIONS (Continued) 24. 0000 Oouoo

(d) Other borrowings (d 0DOO00g

ooooooooooocoooooaa
oo

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

As at

30 June
2020

0 202001
60 300

Raised
during
the period

As at

1 January
2020
020200
1010
RMB’000
ooooo

1,001,330

Repayment

during
Category oo the period
oooo
RMB’000

ooooo
6,818

oooao
RMB’000 RMB’000
ooooo ooooo

00000mMOO0io (1,008,148) -

Mengniu Entrusted Loan (Note i)

As at Raised Repayment As at
1 January during during 30 June
Category oo 2019 the period the period 2019
020190 020190
1010 oooo oooo 60 300
RMB’000 RMB’000 RMB’000 RMB’000
ooooo ooooo ooooo ooooo
Mengniu Entrusted Loan (Notei) OO0OO0O00MMOOO 1,001,111 1,159,151 (1,159,134) 1,001,128
Mengniu Advance (Note ii) 0oomooio - 152,871 (1,277) 151,594
1,001,111 1,312,022  (1,160,411) 1,152,722
Notes: ood

In May 2017, the Group entered into two entrusted loan
agreements with Mengniu Group and Agricultural Bank of
China (“ABC”), pursuant to which, Mengniu Group agreed
to offer borrowing facilities to the Group through ABC. The
borrowing facilities of RMB1,000, 000,000 will mature in March
2023 and RMB300,000,000 will mature in December 2021. The
outstanding borrowings have been repaid during the current
period. The Group recognised interest expense of RMB6,818,000
for the six months ended 30 June 2020 (for the six months
ended 30 June 2019: RMB24,151,000).

During the six months ended 30 June 2019, the Group entered
into several advance payment agreements with Mengniu Group,
pursuant to which, Mengniu Group agreed to pay in advance
RMB150,000,000 to the Group and the advance payment is
limited to be used in the Group’s dairy cow raising business
(the “Mengniu Advance”), which bear interest at a fixed rate of
4.800% per annum and had been settled during the year 2019.
The Group recognised interest expense of RMB2,871,000 for the
six months ended 30 June 2019.

02017050000000000000
oooOnooooooOooooooo
ooooo0ooooo0oO0ooooo0ao
gooo0oO0ooooO0oO0oooo00n
oo0o00000o1,000,000,000000
202303000000 00 300,000,000
00020210120 00000000
Ooo0O00000002020060300
gooo0o0oooOoO0OO0OOoooOoo0On
6,818,000[11 0 00 20190 60300 0 O O
00000 24,151,0000 M

gOoo0zo19060300 00000000
goooo0ooooO0oO0oooooOoao
gooboo0ooooOoO0ooooo0ao
150,000,0000 0 000000O00OO
00000000 oo0oo0oooOoo
4.800%0000000000020190
000002019060300000000
O00oo0oo0ooooooezsri,ooon o




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
gobooobodaoao

For the six months ended 30 June 2020
gOd20200603000000

24. RELATED PARTY TRANSACTIONS (continued) 24. 0000 ooo
(e) Compensation of key management personnel (e) DOOOOOOOO
The emoluments of key management during the reporting Oo00oooooo0oooooooooon

period were as follows:

Six months ended 30 June
ooooooooooa

2020 2019
20200 20190
RMB’000 RMB’000
ooooo ooooao
(unaudited) (unaudited)
oooood gooooo
Salaries and other benefits gooooogo 5,882 5,070
Recognition of equity-settled shareaward 000000000000 OO
payments oo 11,413 11,613
Retirement benefits scheme contributions OO O OO000O0O 402 358
17,697 17,041
25. FAIR VALUE MEASUREMENTS 25. 00000
Fair value of the Group’s biological assets, financial ooooooobboooobboogoo
assets and financial liabilities that are measured at ooboooooboogoooboogo
fair value or fair value less cost to sell on a recurring goooooooo
basis
The Group’s biological assets are measured at fair value less costs to go0oooo0oOooOo0oooO0ooooooooo
sell, and some financial assets and financial liabilities are measured goooooOoo0oOooOooooooooo
at fair value at the end of each reporting period. The following table g0oooooOoOo0ooo0ooooooooo
gives information about how the fair values of these assets and gooooooOoObOOoO0OO0oOooooooDoD
liabilities are determined (in particular, the valuation technique(s) gooooooooobooOooooooon
and inputs used), as well as the level of the fair value hierarchy jooooooo0oooooooomo
into which the fair value measurements are categorized (levels 1 oooomoooo

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




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
gobggobogdano

For the six months ended 30 June 2020
Jgo20200603000000

25. FAIR VALUE MEASUREMENTS (Continued) 25. 00000000
Fair value hierarchy oooodno
Assets/(liabilities) oompooo Fair value as at Fair value as at  Fair value
S0 he Ao 31 December 2019 hierarchy
0 20200 0 20190
60 300 120 310
oooo oooo pooooo
RMB’000 RMB’000
ooooo ooooo
(unaudited) (audited)
oooooo ooooo
Biological assets gooog 7,356,686 7,459,359 level 3
ooo
Derivative financial instruments gooooog
— Interest rate swaps -gooag 4,325 level 2
ooo
— Foreign currency forward contracts -0 00000 53,505 level 2
ooo
— Foreign currency option contracts -gooooo 31,713  level 2
ooog
— Interest rate swaps -gooag (15,134) level 2
ooo
— Foreign currency forward contracts -000000 (140) level 2
ooo
Structured bank deposits gopooooag = level 2
ooo
Equity instruments at FVTOCI gopopooooooag
ooooooo
— Unquoted equity investments -goooooo 3,959 level 3

ooo




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
gooooooood

For the six months ended 30 June 2020
gOd20200603000000

25. FAIR VALUE MEASUREMENTS (continued) 25. 0000 oo
Valuation techniques used in fair value O0o0oOoooooooa
measurements
The following table shows the valuation techniques used in 0o000oo0ooooooooooooon
measuring Level 2 and 3 fair values, as well as the significant J0000d0oogoozoz200603000000D0
unobservable inputs used in the valuation models as at 30 June go0poDo0ooOOooDbOoDb0DbDOD
2020:

Inter-relationship between
significant unobservable inputs

Type Valuation technique Significant unobservable inputs and fair value measurements
00O00oOooooooooooan

gd good gooooooood goooood

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

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

oooOoOoooooOOoomoooon
OoOoOoOoooCoOoOmoooooo
oO0o0oOoOOoOOoOOooOoo

ooooo
Foreign currency options  Garman-Kohlhagen model N/A N/A
oooo Garman-KohlhagenO 0 ooo ooo
Interest rate swaps Discounted cash flow N/A N/A

Future cash flow are estimated based on
forward interest rates (from observable
interest rate at the end of reporting
period) and contracted interest rates,
discounted at a rate that reflects the
credit risk of various counterparties.
o0ooo oooooo ood ooo

0000000OoOo00DOmoonoon
go0oobOobOomboobobon
goo0oooobooooooooon
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For the six months ended 30 June 2020

002020060300 0000
25. FAIR VALUE MEASUREMENTS (Continued)

Valuation techniques used in fair value
measurements (Continued)

25. 00000000

ooooooobobobbOOooo

Inter-relationship between
significant unobservable inputs

Type Valuation technique Significant unobservable inputs and fair value measurements
0o0000DO0OooooOooooon
oo oooo oooooooooo ooooooon
Structured bank deposits  Discounted cash flows N/A N/A
Future cash flows are estimated based on
forward exchange rates, discounted at a
rate that reflects the credit risk of various
counterparties.
goooooo gooood ooo god
goo0oooboooooooooon
goooDboDo0oooboObOooOonoaO
oo
Unquoted equity Market approach Fair value is estimated based on value An increase in the discounted for lack
investments of comparable listed companies and of liquidity would result in a smaller
discounted for lack of liquidity. percentage decrease in the fair value
measurement of the unquoted equity
investments.
ooooooo ooo 000000000000000O00 O0OO0O0OOO0OO0O0O0000000

Heifers and calves

oooocoo

CHINA MODERN DAIRY HOLDINGS LTD.

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

u4o0o00o00o00o00o0000oO
ooooo

ooooobooboooooo

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

0202006030001400000C0
gooooooOoocoOOoOooOoo
021,1000020190 120 3100000
21,1000 (0

INTERIM REPORT 2020

goooooooooooo

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.
oooo0oO0oDoooOoOooOo
oooooooooooooooo
goooood




25. FAIR VALUE MEASUREMENTS (continued)

Valuation techniques used in fair value
measurements (Continued)

Type

ao

Valuation technique

gooo

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

gooooooood

For the six months ended 30 June 2020

gobz0200603000000

25. 0000 ooo

ooooobooboDbDbO0OOooo

Significant unobservable inputs

gooooooooo

Inter-relationship between
significant unobservable inputs
and fair value measurements
000000O0ooooOooooon
goooood

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.
000140000000000000
go0oooo0obooooooooon
oo0ooO00ooOoouion00o
ooooO0oOoOooOOoOOooOoo
00000000000 100000
O00o0OoO0OoO0OoOOooOoo
001400000000000000
gooooobboOooobooooon
gogooooooo

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

020200603000000140000
ooooooCcoOOoOOoOoOod
oooooOoOCcOoOOOOOOCOO
016,144(1120190 1203100000
16,2030 02020060300 0000
140000000000000000
oooooooOooOOoOOCcOOOO
016,35301020190 1203100000
16,4170 0

20200000

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.

ooooO0oO0o00o000o0000o
0ooooooooooo400n
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For the six months ended 30 June 2020
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25. FAIR VALUE MEASUREMENTS (Continued) 25. 00000000

Valuation techniques used in fair value 00000ooooodOooo

measurements (Continued)

Type Valuation technique

oo oooo

Significant unobservable inputs

oooooooooo

Inter-relationship between
significant unobservable inputs
and fair value measurements
0o0000DO0OooooOooooon
ooooooon

Milkable cows

0d oooooooOooo0oo0ooO0o0dmo
ooooOoO0o00O00000000
omoa

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.

The estimated feed costs per kg of raw
milk used in the valuation process are
RMB1.75 for the six months ended 30
June 2020 (for the year ended 2019:
RMB1.77), based on the historical average
feed costs per kg of raw milk after taking
into consideration of inflation.
0020200603000 0000000O
ooooOooOOooOooOooOoOoo
00o01.75Mm00201900000
17700 0000000000000
ooooooooooooooo

A milkable cow could have as many as
six lactation cycles. Estimated average
daily milk yield at each lactation cycle
is ranged from 27.9kg to 30.1 kg for
the six months ended 30 June 2020 (for
the year ended 2019: 27.9kg to 30.1
kg), depending on the number of the
lactation cycles and the individual physical
condition.
00000000000 20200 60 30
oooo0oO0OooOoooOoooon
0ob0o0027900030.10000
20190027900030100000DO
gooooooooooooon

CHINA/MODERN DAIRY HOLDINGS LTD. INTERIM REPORT 2020

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.

ooooOoO0o0OOoo0o0000o
ooooooooOoOooooooo
ooooood

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.

ooooOooOooOoooOooOO0o00o
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25. FAIR VALUE MEASUREMENTS (continued) 25. 0000 0goo

Valuation techniques used in fair value 0000000oo0dOooo
measurements (Continued)

Inter-relationship between
significant unobservable inputs

Type Valuation technique Significant unobservable inputs and fair value measurements
000000O0ooooOooooon
oo oooo oooooooooo ooooooon

Estimated local future market price for An increase in the estimated average
raw milk is RMB3.87 per kg at 30 June selling price of raw milk used would
2020 (31 December 2019: RMB4.04 per result in a much higher percentage
kg). increase in the fair value measurement of
the milkable cows, and vice versa.
02020060300 000000000 OOOOOOOOOOOOOOOOO
000D0O0000D00D3.870020190 ODOOOOOOOOOOOOOOOO
120310 00000004.040M goo

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

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

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

02020060300 000000000 ODOOOODOOOOOOOODOO

000000012.3902019012031 0O0DO00ODO0OOODOOOODOODO
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25. FAIR VALUE MEASUREMENTS (continued) 25. 0000 00oo
Reconciliation of Level 3 fair value measurements of OdO0d0oOOo0oooooooooooao
biological assets and equity instruments at FVTOCI 00o00D0DoODODOOO0OO000OoOon
Equity Heifers,
instruments calves and
at FVTOCI milkable cows
ooogogo
Oooogooo ooodad
goooo goooo
RMB’000 RMB’000
goood goooad
Balance at 1 January 2020 (audited) 020200 1010000000 3,959 7,459,359
Total gains in OCI gooooooboooobo 3,935 -
Feeding cost gooo - 652,708
Decrease due to disposal goooooono - (306,632)
Loss arising from changes in fair value less gopopooooooooooo
costs to sell of dairy cows ooo - (448,749)
At 30 June 2020 (unaudited) 020200 60 30000000 7,894 7,356,686
Fair value of financial assets and financial liabilities 0o0d0oOO0oOooooooooooao
that are not measured at fair value on a recurring oo0o0oodOooooo
basis
The Directors consider that the carrying amounts of financial assets 00oU00o0o0oo0ooOOoOooOoooOoooo
and financial liabilities measured at amortised cost in the condensed 00o0oo0oo0ooOoOoooooOooon
consolidated financial statements approximate their fair values. jd0doO0oOooO0oooooooooooo
Such fair values have been determined in accordance with general jdoooouoooooood

accepted pricing model based on discounted cash flow analysis.
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