


"Farming diligently only for purity,
genvuineness, freshness and vitality"
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‘ China Modern Dairy Holdings Limited (the “Company” or

1 |
QQ&IDQ_R_AJJ_PI _R_.QE I I—E “Modern Dairy” together with its subsidiaries, the “Group”) is
|:| ) "D D : the leading dairy farming operator and fresh raw milk producer
—A = = /J/ in the People’s Republic of China (the “PRC”). Modern Dairy

operates 26 dairy farms in the PRC with dairy cows over 250
thousand heads and annual milk yield approximately 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 eight consecutive years.
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HIGHLIGHTS
00

FOR THE SIX MONTHS ENDED 30 JUNE

(All amounts in Renminbi (“RMB”) 000000 O0OO0OOOOO

million unless otherwise stated) oonmoooOoooooog

Revenue oo

Gross profit oo

Cash EBITDA (Note 1) 0 O EBITDA DO
Profit attributable to owners of gooooogoooo

the Company

Net operating cash inflow ooooooo
Free cash flow (Note2) Ooooaoeess
Net gearing ratio Mot 3 oooogaoeess

Basic earnings per share (RMB cents) ooooomooooo

Net asset value per share (RMB) (Note4) oooomoooogees

Herd scale (heads) goomoo

. Robust Results: For the six months ended 30 June 2021,
the total revenue of the Group reached RMB3,180 million,
representing a year-on-year (“yoy”) increase of 12.4%. Cash
EBITDA recorded RMB1,153 million, representing a yoy increase
of 16.8%. The profit attributable to owners of the Company
reached RMB497 million, representing a yoy increase of 125.0%.

= Acquisition of Zhongyuan: The acquisition of Zhongyuan was
completed in July 2021 which could create substantive synergies
in terms of farm operation, management and financial strength,
etc. of the Group. The Group’s herd size will be increased, which
could further enhance the Group’s competitiveness in terms of
quality and pricing of raw milk.

oOe030000C0O0O

2021 2020 Change

20210 20200 ood
(unaudited) (unaudited)
gooooo oooood

3,179.7 2,827.8 +12.4%
1,181.6 1,052.0 +12.3%
1,152.7 986.9 +16.8%
496.7 220.7 +125.0%
1,464.9 1,055.2 +38.8%
639.3 631.8 +1.2%
24.2% 66.4% -42.2ppt
7.13 3.47 +105.5%
1.34 1.14 +17.5%
251,876 235,877 +6.8%

goooobbzo210e0300 00000
gooooooboooossooboooO
0012.4%0 0 0OEBITDACD O 0O 0O 0O 11.530
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HIGHLIGHTS
ERN

Acquisition of Fuyuan: The acquisition of Fuyuan was approved
by shareholders in June 2021 and is expected to be completed in
the third quarter of 2021. Following the acquisition, the Group’s
herd size will significantly increase to approximately 340,000
heads, which could further strengthen the Group’s position in the
dairy farming industry in China and enhance its competitiveness
in terms of quality and pricing of raw milk.

Issuance of Bonds: The Company has successfully issued
US$500,000,000 2.125% bonds due 2026 in July 2021 with a
credit rating of “BBB”, being an investment grade assigned by
Standard & Poor’s. The Company intends to use the proceeds
for refinancing and general corporate purposes, which will lower
overall financing cost.

Significant Reduction in Indebtedness: As a result of sound
and remarkable debts-reducing strategies, the Group’s net
gearing ratio was significantly reduced to 24.2% as of 30 June
2021.

Branded Milk Won Gold Awards for Eight Consecutive
Years: The Group’s pure milk was awarded the Gold Prize of
Monde Selection for the eighth consecutive year, symbolizing that
our premium quality branded milk was widely recognized by all
sectors of the society.

ooooOO0oooooOoO0oOooozoz210600
goooboobodzo20boooooboO
goooooooooooboooooooboo
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Notes:

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 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 less net cash
used in investing activities.

The net gearing ratio was calculated on the basis of the amount of total
borrowings less cash and deposit assets as a percentage of the total equity.

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 of 30 June 2021 and 30 June 2020.
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HIGHLIGHTS
gd

Raw Milk Sales (million) Gross Profits (million) and Margin (%) of Raw Milk
OobO00O0opoooo gobO00000Opoooo0000BO0O

37.2% 37.2%

34%

1,182
1,052 ()
898 <

> N

1H2019 1H2020 1H2021 1H2019 1H2020 1H2021
Net Operating Cash Inflow (million) Free Cash Flow (million)
00000000ooooo O0000Opoooo

/“/\/‘1465

1,055
856

1H2019 1H2020 1H2021 1H2019 1H2020 1H2021
Interest-bearing Debt Ratio (%) Interest-bearing Debts (hundred million)
O00000ooD OO00000oDoo

47.8%
41.2%

34.0%

2019 2020 1H2021 2019 2020 1H2021
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MANAGEMENT DISCUSSION AND ANALYSIS

INDUSTRY OVERVIEW

In the first half of 2021, China’s economy recovered continuously and
steadily in the face of complicated and changing internal and external
environments, with production demands rebounding continuously and
the employment rate and the price level stabilizing. Markets generally
expected that China’s domestic economy is improving while maintaining
stability. China’s GDP reached approximately RMB53.2 trillion in the first
half of 2021, with a yoy growth of 12.7%, of which, the first and second
quarter recorded a yoy surge of 18.3% and 7.9%, respectively.

In the dairy sector, the prices of global bulk commodities have generally
risen during the first half of 2021, and many unfavorable factors posed
by the COVID-19 pandemic to the market and the tight supply of feed
ingredients have in aggregate led to a general increase in feed costs.
In recent years, China’s dairy farming industry has been developing
sustainably and healthily; the quality and safety standards have been
improving consistently, and the dairy industry has developed to a greater
scale. Currently, the proportion of domestic large-scaled dairy farming
has reached 67%, representing a yoy improvement of 3%, and large-
scaled dairy farms have all adopted mechanized milking. China’s dairy
industry maintains a momentum of rapid growth; the milk production
grew by 7.6% yoy in the first half of 2021. The average market price of
raw and fresh milk in the first half of 2021 was approximately RMB4.26/
kg, representing a yoy growth of 15%.
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MANAGEMENT DISCUSSION AND ANALYSIS
gooooood

The 2021 China Dairy 20 (D20) Summit released the 2021 China Dairy
Quality Report (the “Report™) and the group standard for raw milk.
Guided by the Report, D20 companies will promote the innovation-driven
development of dairy enterprises and the improvement of industrial chain.
The Report stressed that the construction of high-quality milk bases will
be continuously strengthened, the genetic improvement for dairy cows
will be promoted, the supply of high-quality forage will be increased and
the milk supply capacity will be improved consistently.

The local Chinese government has introduced a series of policies to
further promote the revitalization of dairy industry. In February 2021,
the No.1 Central Document also stated that the construction of high-
quality milk bases will be the main battlefield for the revitalization of the
dairy industry. The introduction of three-child policy in May forged a new
driving force for the future growth of dairy demands. In July, the Decision
of the Central Committee of the Communist Party of China and the State
Council on Improving Birth Policies to Promote Long-term and Balanced
Population Development was officially released, which provided a basket
of measures that support better childbearing and care, inclusive child
care and reduction of costs in childbearing, care and education. Driven
by favorable national policies, large-scaled dairy enterprises and dairy
farming enterprises could embrace more development opportunities in
the industry.

BUSINESS REVIEW

For the six months ended 30 June 2021 (the “Reporting Period”), the
Group was mainly engaged in dairy farming operations (producing
and selling quality raw milk to 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 pooling resources and focusing
on the upstream dairy farming business, and in response to customers’
demand for high-quality raw milk, providing raw milk for diversified and
high-end high-quality products.

With effective cost control and sound management, coupled with
dynamic and appropriate herd expansion strategies, the Group achieved
profit before tax of approximately RMB506.0 million during the Reporting
Period (2020: RMB226.6 million), representing a yoy growth of 123.3%.
Net free cash inflow amounted to RMB639.3 million (2020: RMB631.8
million), representing a sustained growth. The Group’s pure milk was
awarded the Gold Prize of Monde Selection for the eighth consecutive
year, symbolizing that our premium quality branded milk was widely
recognized by all sectors of the society.
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MANAGEMENT DISCUSSION AND ANALYSIS

OPERATIONAL PERFORMANCE

For the Reporting Period, the performance of the Group’s main operating
indicators was better than expected. The average selling price (“ASP”)
of raw milk stood at RMB4.39/kg (2020: RMB3.87/kg), representing a
yoy growth of 13.4%. The Group has achieved sales of raw milk of up
to RMB3,179.7 million (2020: RMB2,827.8 million), representing a yoy
growth of 12.4%. Benefiting from increase in sales of raw milk and
effective cost control, the gross profit of the dairy farming business stood
at RMB1,181.6 million (2020: RMB1,052.0 million), representing a yoy
growth of 12.3% with a gross profit margin of 37.2% (2020: 37.2%),
maintaining a strong profitability.

The Group continued to moderate the impact arising from the increase in
feed costs through measures such as improving the health of dairy cows,
optimizing the structure of feed formula, enhancing the absorbance
and conversion rate of dairy cows, and leveraging on a consolidated
procurement platform. During the Reporting Period, unit cost (excluding
depreciation of property, plant and equipment) of milk of the Group
was RMB2.60/kg (2020: RMB2.27/kg), representing a yoy increase
of RMBO0.33/kg, mainly due to the increase of feed costs. The direct
feed cost per kilogram of milk was RMB2.09/kg (2020: RMB1.75/kg),
representing a yoy increase of RMBO0.34/kg.
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MANAGEMENT DISCUSSION AND ANALYSIS
goooodabod

DAIRY FARMS

Leveraging on the world’s first model of “integration of forage planting,
cow breeding and milk processing”, Modern Dairy is currently a leading
dairy farming operator and raw milk producer in the PRC in terms of herd
scale and volume of annual production. With farms spread across the
nation, we are endowed with unique geographical advantages. Most of
our farms are located at regions with fine climate and ample feed supply,
and are adjacent to processing plants of dairy products to ensure that
the milking to processing procedures could be completed in the shortest
time and the nutritional value and freshness could be maintained at the
highest level.

The Group has continued to renovate the cowshed equipment and
improve the ventilation system; adjust the feed formula and increase the
frequency of feeding; enhance the dryness level of the bedding materials
and improve the bedding comfortability by applying drying technologies;
and increase the frequency of sink cleaning to ensure healthy drinking
water. By doing so, the Group could continuously improve and enhance
comfortability for milkable cows so as to raise milk production.

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

oooo
Bengbu Farm
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MANAGEMENT DISCUSSION AND ANALYSIS
gogooood

Herd Scale oooag
As at
]
30 June 30 June
2021 2020
20210 20200
60 300 60 300
Heads Heads
O O
Dairy cows oo
Milkable cows oo 134,843 134,533
Heifers and calves oooooo 117,033 101,344
Total oad 251,876 235,877

The Group currently operates a total of 26 dairy farms (each withaherd 000000000 O0OD0OODOODOO260000
size close to or over 10,000 dairy cows) across seven provincesinthe PRC. 0000000000000 O0OO0OOOOOOOO
All milkable cows are high-end Holstein dairy cows or their offsprings, 0000000000000 O0OO0OOOOOOOO
with good physical health and high milk yield. We continue toimprove OO0 0O0OO0OOCOOOOOCOOCOOOOOCOOO
the genetics of dairy cows so as to increase the proportion of thecore 000000000550 00000000000O00
herd and achieve a steady growth in production. Modern Dairy strivesto 0000000000000 0O0202500000
double its herd size and milk production in the coming five years through 0 O0O50000000000 0360000

organic growth and external acquisitions, that by 2025, the number of

dairy cows will increase to more than 500,000 heads and the annual

production of fresh milk will increase to 3.6 million tons.

During the Reporting Period, the herd size of the Group grew orderly by 0000000000000 0O0O0OOODOOO
approximately 6.8% yoy to 251,876 heads of dairy cows (as at 30 June  251,876[1120200 60 3000 0 235,8770 11 0000
2020: 235,877 heads), in line with the Group’s overall herd expansion [106.8%0 0000000000000

strategies.

oag ooo
Calves Heifer island
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MANAGEMENT DISCUSSION AND ANALYSIS
goooodabod

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 effective herd management, the annualized
milk yield per head of milkable cow was 11.1 tons and the total milk yield
was 734 thousand tons during the Reporting Period.

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 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 global standards, therefore
ensuring the quality of raw milk.

ggo
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Standard of the Number of Somatic Cell Standard of the Number of Microorganism
No. of soma/1 ml cfu/1 ml
000000100 0000000100
600,000 2,000,000
500,000 500,000
400,000 400,000
300,000 300,000
200,000 200,000
100,000 100,000
1 e . e
gooo Oog 00 gooo OO 0og

Modern European China
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 even more 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

Environmental Protection and Epidemic Prevention

With the mission to “create the world’s most advanced farms, produce
the highest quality milk, and achieve harmonious development of people
and nature”, the Group actively fulfills its social responsibilities. The
Group continuously improves on various aspects such as product quality,
dairy cow disease control and environmentally friendly production to
maximize social benefits. The Company’s various milk quality indicators
are better than the EU standards. Food safety indicators are set in the
raw milk production process, and the whole process is strictly monitored
to ensure that the raw milk quality meets the standards. Since Mengniu
increased its stake in the Company, the Group and Mengniu have
enhanced cooperation in product testing, unified inspection standards
and processes, and improved testing efficiency and product quality. The
Group strictly complies with relevant laws and regulations for epidemic
prevention management, conducts health rating management for
dairy cows, cautiously controls the environment of farms, refines the
management of entry and exit of farms, provides epidemic prevention
and protection in production areas, and establishes quarantine and health
check plans for dairy cows, so as to ensure the health of dairy cows.

Based on resource recycling, 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 environmentally treats the manure. For sustainable
development, the Group will continue to implement high-standard
environmental protection policies and implements rigorous epidemic
prevention measures in our farms.
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MANAGEMENT DISCUSSION AND ANALYSIS
goooodabod

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 developed the full line of products with the positioning that “healthy
cows produce quality milk”. 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 adoption of differentiated
marketing 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.

AWARDS AND RECOGNITIONS

. The Company is the first and only company in China that passed
the “Quality Milk Project” for both its pasteurized milk and UHT
milk. During the Reporting Period, the pure milk of the Group was
awarded the Gold Prize for the eighth time in consecutive years in
the Monde Selection 2021.
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MANAGEMENT DISCUSSION AND ANALYSIS

PLACING OF NEW SHARES UNDER GENERAL
MANDATE

On 20 January 2021, the Company and the placing managers (as agent
of the Company) entered into the placing agreement, in relation to
the placing of 650,000,000 new ordinary shares to be issued by the
Company.

The placing was completed on 27 January 2021, that the Company
issued an aggregate of 650,000,000 new shares under general mandate
to certain independent third parties at the placing price of HK$2.40 per
share and the net proceeds from the placing amounted to approximately
HK$1,552 million (equivalent to approximately RMB1,295 million).
The Company intends to apply the net proceeds from the placing on
infrastructure development and herd expansion, potential mergers
and acquisitions and general working capital. As of 30 June 2021,
approximately RMB300 million has been used for infrastructure and herd
expansion, approximately RMB195 million has been used for general
working capital, and the remaining approximately RMB800 million has yet
to be utilized and are intended to be used for the expansion of herd size
and general working capital over the next twelve months.

For details for the placing, please refer to the Company’s announcements
dated 20 January 2021 and 27 January 2021.

ISSUANCE OF BONDS DUE 2026

The Company has successfully issued US$500,000,000 2.125% bonds
due 2026 (the “Bonds”) with a credit rating of “BBB”, being an
investment grade assigned by Standard & Poor’s, by way of debt issues
to professional investors. The listing of, and dealing in, the Bonds were
effective from 15 July 2021.

The offer price of the Bonds was 99.717% of the principal amount. The
Bonds will bear interest with effect from 14 July 2021 (inclusive), payable
semi-annually in arrears. The Company intends to use the proceeds from
the issue of the Bonds for refinancing and general corporate purposes.
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MANAGEMENT DISCUSSION AND ANALYSIS
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FINANCIAL OVERVIEW

Revenue

The Company focuses on upstream business, and through the operation
of 26 dairy farms in the PRC, the Company produces and sells raw milk to
customers for processing into dairy products.

During the Reporting Period, the Group recorded total revenue of
RMB3,179.7 million (2020: RMB2,827.8 million), representing a yoy
increase of approximately 12.4%. The increase in revenue was primarily
due to the increase in ASP of raw milk. ASP of raw milk grew by 13.4%
yoy to RMB4.39/kg during the Reporting Period (2020: RMB3.87/kg).
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HEN

obOoooo0ooooOoooOoOoooobooo2e000
uboobOooboocboobooooobooonn

O000o00oooooooooooDs,179.70
goozozo000002,827.80 0000000
0i124%000000000000000000
obooocOoO0oooOooOoocOoOoOoOoOoO0oOooo
oob04.30000002020000003.87000
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Six months ended 30 June
goe0300000D0

2021 2020
20210 20200
Sales Sales Sales Sales

revenue volume ASP revenue volume ASP
oooo aoo oooo ogooo agoo pooa
RMB’000 tons RMB/kg RMB’000 tons RMB/kg
ooooa ooooo
ooooao 0 00 0o0oooa 0 oo
Sales of raw milk oooao 3,179,719 724,564 439 2,827,752 730,026 3.87
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MANAGEMENT DISCUSSION AND ANALYSIS

COST OF SALES BEFORE RAW MILK FAIR VALUE
ADJUSTMENT

During the Reporting Period, the Group’s cost of sales before raw milk
fair value adjustment primarily consisted of dairy farming cost, the
breakdown of which is shown as below:

gogooood
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Six months ended 30 June
goed3000000

2021 2020
20210 20200
RMB’000 % RMB’000 %
ooooo ooo ooooo ooo
Direct materials oooo 1,554,745 77.8 1,320,256 74.3
Labor cost oooo 135,970 6.8 148,094 8.3
Utilities oooooo 59,510 3.0 51,169 2.9
Depreciation of property, plant and gopooobDooobog
equipment 111,238 5.6 118,552 6.7
Other costs of farms gopooooo 136,659 6.8 137,664 7.8
Cost of sales before raw milk fairvalue OO0000O0O0O00OO
adjustments of dairy farming ooooooooogo
business 1,998,122 100 1,775,735 100

Direct materials (mainly forage) cost for the Reporting Period amounted
to RMB1,555 million (2020: RMB1,320 million), representing a yoy
increase of 17.8%, mainly due to increase in feed costs.

Gross Profit and Profitability

Gross profit of dairy farming business amounted to RMB1,181.6 million
during the Reporting Period (2020: RMB1,052.0 million), representing a
significant yoy increase of 12.3%, mainly due to the increase in ASP of
raw milk and effective cost control.

Gross profit margin of dairy farming business stood at 37.2% during the
Reporting Period (2020: 37.2%), maintaining a strong profitability.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Losses Arising from Changes in the Dairy Cow Fair Value
Less Cost of Sales of Dairy Cows

As at 30 June 2021, the biological assets of the Group were valued at
RMB7,083.9 million (as at 31 December 2020: RMB7,101.2 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 RMB405.8 million
(2020: RMB448.7 million) for the Reporting Period, representing a yoy
decrease of 9.6%.

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
15.4% yoy to RMB1,108.0 million (2020: RMB960.4 million), mainly due
to the increase in ASP of raw milk.

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 RMB53.4 million
(2020: RMB41.2 million), mainly consisted of government subsidies and
interest income. Government subsidies mainly consisted of subsidies for
agricultural projects and subsidies for the operations of the Group.

OPERATING EXPENSES

Selling and distribution costs opDooDooo
Administrative expenses opooo
Total operating expenses opoooao
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Six months ended 30 June
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2021 2020
20210 20200
RMB’000 RMB’000
oooono ooooo
(unaudited) (unaudited)
gooood gooooo
80,630 98,175
154,622 144,885
235,252 243,060




MANAGEMENT DISCUSSION AND ANALYSIS
gogooood

During the Reporting Period, the overall operating expenses of the Group OUOOOO0OO00OO0O0O0O0O0O0OOOODODODOO
amounted to approximately RMB235.3 million (2020: RMB243.1 million). 235300120200 0000243.1000MI 04
The analysis is as follows: ooo

e Selling and Distribution Costs

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

Transportation costs and others gooooo
Taxes and surcharges goooo
Total selling and distribution costs gopooooooo

Selling and distribution costs mainly consisted of transportation
costs for sales of raw milk. During the Reporting Period, the Group
recorded selling and distribution costs of RMB80.6 million (2020:
RMB98.2 million), representing a significant yoy decrease of 17.9%.
This was mainly due to the effective control of costs and expenses
of the Group.

e Administrative Expenses

Administrative expenses mainly consisted of remuneration of
management staff (including equity-based restricted share award
expenses) and depreciation of office buildings, staff quarters and
facilities. During the Reporting Period, the administrative expenses
of the Group were RMB154.6 million (2020: RMB144.9 million),
which increased by RMB9.7 million (6.7%). The increase was mainly
due to the Group’s provision of rewards and continuous incentives
for employees to boost good performance for the Company and the
increase in the management’s remuneration.

gooooon
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Six months ended 30 June
goen3o00nOnOd

2021 2020
20210 20200
RMB’000 RMB’000
goood ogoooad
(unaudited) (unaudited)
oooooo aooooo
78,832 96,580
1,798 1,595
80,630 98,175
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MANAGEMENT DISCUSSION AND ANALYSIS
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IMPAIRMENT LOSSES, NET OF REVERSAL gooooobgo

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

Trade receivables
Other receivables

OTHER GAINS AND LOSSES, NET

During the Reporting Period, the Group recorded a net loss arising from
other gains and losses of RMB9.9 million (2020: net gain of RMB40.4
million). Other gains and losses mainly consisted of net foreign exchange
gain or loss, fair value gain/loss on derivative financial instruments,
impairment loss on goodwill and gains arising on disposal of subsidiaries.

The breakdown of other gains and losses is as

Other gains and losses, net:

Net foreign exchange (gains)/losses

Loss on disposal of property, plant and
equipment, net

Impairment loss on goodwill

Gain on disposal of subsidiaries

Fair value loss/(gain) on derivative financial
instruments:
Foreign currency forward contracts
Foreign currency option contracts

Fair value gain on structured deposits

CHINA MODERN DAIRY HOLDINGS LTD.

Six months ended 30 June
O0Oed3000000

2021 2020

20210 20200

RMB’000 RMB’000

ooooo ooooo

(unaudited) (unaudited)

oooooo oooooo

0o0o0oooomoom
ooooo

oooooo - (100)
oooooo 64 90
64 (10)

goboooobodano

follow: oooooooooooo
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Six months ended 30 June
ogOden3000000O

2021 2020
20210 20200
RMB’000 RMB’000
oooono ooooo
(unaudited) (unaudited)
gooood gooooo
Oooooooood
Ooomoooo (23,754) 51,078
Oooooooooooooo
4,611 3,953
goooooo - 22,750
oooooooo0 = (72,280)
go0oooobooooooo
ooor
gooooag 1,956 (18,414)
oooooo 27,812 (27,364)
ooooooooooo (754) (74)
9,871 (40,351)
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCE COSTS

During the Reporting Period, finance costs amounted to RMB91.4
million (2020: RMB214.8 million), representing a significant yoy decrease
of 57.4%, mainly due to the decrease of the financing scale and the
financing interest rate, as well as the changes of fair value on interest rate
swaps.

PROFIT FOR THE PERIOD ATTRIBUTABLE TO THE
OWNERS OF THE COMPANY

During the Reporting Period, the profit attributable to owners of the
Company amounted to RMB496.7 million (2020: RMB220.7 million),
representing a significant yoy increase of 125.0%. Adhering to the
Group’s strategies of cost reduction and efficiency enhancement, the
Group has implemented the cost control principles of “increasing,
reducing, replacing and stopping” in terms of technology, equipment,
procurement and formula of feed mix, which resulted in significant
improvement in the overall operating indicators of the Group.

During the Reporting Period, basic earnings per share was approximately
RMB7.13 cents (2020: RMB3.47 cents). Diluted earnings per share was
RMB7.12 cents (2020: RMB3.46 cents).

LIQUIDITY, FINANCIAL RESOURCES AND GEARING
RATIO

The Group’s total equity as at 30 June 2021 was RMB9,696.7 million
(as at 31 December 2020: RMB8,038.4 million). As at 30 June 2021,
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 24.2% (as at 31 December 2020: 53.4%), representing a
drop of 29.2 ppt as compared with that as at 31 December 2020.

As at 30 June 2021, the Group’s available and unutilized credit facilities
amounted to approximately RMB4,823.4 million (as at 31 December
2020: RMB4,597.9 million). In the opinion of the Group’s management,
the Group is able to repay the relevant amount in full as the financial
obligations fall due for the next twelve months.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Operating Activities oooo

0000000000 000000000000
000000001,464.900 0202000000
1,055.20 0 00 00 O O 38.8%0

During the Reporting Period, the Group’s net cash inflow generated from
operating activities amounted to RMB1,464.9 million (2020: RMB1,055.2
million), representing an increase of 38.8% yoy.

Investing Activities goon
oooO0ooO0oo0oooooooUOoUooUOoOo

oooooooos2s5.e000dz202000000
423400000 00 O O 95.0%0

During the Reporting Period, the Group’s net cash outflow from investing
activities amounted to RMB825.6 million (2020: RMB423.4 million),
representing an increase of 95.0% yoy.

Financing Activities ooono
00o0o0b0ooooobooooobooooobon

ODO00D0O000399%.900020200 00000
000053550 000m

During the Reporting Period, the Group’s net cash inflow generated
from financing activities amounted to RMB399.9 million (2020: net cash
outflow of RMB535.5 million).

Interest-bearing Borrowings oooo

02021060300 0000000000 OA4,992.1
gbooobooobooo

As at 30 June 2021, the total interest-bearing borrowings amounted to
RMB4,992.1 million, all of which were bank borrowings.

As at
O
30 June 31 December
2021 2020
20210 20200
601 300 1200 310
RMB’000 RMB’000
ogoooaa goooad
(Unaudited) (Audited)
oooooo ooogo
Borrowings oo
Bank borrowings oooad 4,992,098 5,642,326
4,992,098 5,642,326
Carrying value repayable: opDOooDoOoo
Within one year oooo 2,305,341 3,471,314
Between one and two years goooo 1,823,757 703,519
Between two and five years opoooo 863,000 1,467,493
4,992,098 5,642,326
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MANAGEMENT DISCUSSION AND ANALYSIS
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Bank Borrowings goon

The annual interest rate of the bank borrowings for the six monthsended [0 02021060300 0000000000000
30 June 2021 varied from 1.50% to 4.57% (for the six months ended 30 0 0 0 0 1.50%0 4.57%] 0 00 20200 60 300 O O
June 2020: 0.66% to 5.00%). 0 O 0 0.66%0 5.00%[ ]

The table below sets forth our short-term and long-term bank borrowings OO0000OOOO0OOOO0OOOOOOOOOOOO

for the dates indicated below: oo
As at
O
30 June 31 December
2021 2020
20210 20200
60 300 1200 310
RMB’000 RMB’000
ooooo ooooo
(Unaudited) (Audited)
oooooo goodgo
Type of borrowings opDoo
Unsecured borrowings opDooo 4,633,447 5,281,002
Secured borrowings opDooOo 358,651 361,324
4,992,098 5,642,326
Carrying amount repayable: opooooo
Within one year oooo 2,305,341 3,471,314
Between one and two years ooooao 1,823,757 703,519
Between two and five years ooooa 863,000 1,467,493
4,992,098 5,642,326
Bank borrowings are denominated in the following currencies: oooooooooooo
30 June 31 December
2021 2020
20210 20200
60 300 1200 310
RMB’000 RMB’000
ooooo ooogoo
(Unaudited) (Audited)
oooooo googo
uss$ oo 1,551,361 1,570,957
HK$ oo 526,850 1,031,784
RMB ooo 2,913,887 3,039,585
4,992,098 5,642,326
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MANAGEMENT DISCUSSION AND ANALYSIS
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The bank borrowings comprise:

oood
oood

Fixed-rate borrowings
Variable-rate borrowings

GROUP STRUCTURE

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

CAPITAL STRUCTURE

On 27 January 2021, the Company issued an aggregate of 650,000,000
new shares under general mandate to certain independent third parties.
As at 30 June 2021, the number of issued ordinary shares of the
Company was 7,108,565,947 shares.

CONTINGENT LIABILITIES AND PLEDGE OF ASSETS

As at 30 June 2021, no buildings or equipment of the Company (as
at 31 December 2020: nil) were pledged as security for the Group’s
borrowings.

As at 30 June 2021, biological assets with carrying value of RMB738.7
million (as at 31 December 2020: RMB754.0 million) and time deposits of
RMB124.9 million (31 December 2020: RMB122.7 million) were pledged
to secure the Group’s borrowings.

The Group did not have any significant contingent liabilities as at 30 June
2021.

CAPITAL COMMITMENTS

As at 30 June 2021, the Group had capital commitments of RMB101.3
million relating to acquisition of property, plant and equipment (as at 31
December 2020: RMB20.2 million).
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MANAGEMENT DISCUSSION AND ANALYSIS

MATERIAL ACQUISITIONS AND DISPOSALS

Acquisition of Zhongyuan

As disclosed in the announcement of the Company dated 8 April
2021, on 8 April 2021, Modern Farming (Group), a non-wholly owned
subsidiary of the Company (as purchaser) entered into a sale and
purchase agreement (“Zhongyuan Acquisition Agreement”) with Asia
Dairy Fab Ltd. (00000000000 0O0O) (as seller) to acquire
the entire equity interests in Zhongyuan. Pursuant to the Zhongyuan
Acquisition Agreement, the seller has conditionally agreed to sell and
the purchaser has conditionally agreed to acquire 100% equity interests
in Zhongyuan at a consideration of no more than RMB815.2 million.
Pursuant to a supplemental agreement entered into between the parties
on 20 July 2021, the consideration was adjusted downwards to no
more than RMB723.0 million after taking into account the amount of
certain unsettled liabilities of Zhongyuan incurred prior to 31 December
2020. The acquisition of Zhongyuan was completed in July 2021, and
Zhongyuan has become a non-wholly owned subsidiary of the Company
and its financial results will be consolidated into the financial statements
of the Group.

The business activities of Zhongyuan, being cow breeding, farms
operation and milk production, are in line with the Group’s overall
strategy. The acquisition will create substantive synergies for the Group in
terms of farm operation, management and financial strength. Following
the acquisition of Zhongyuan, the Group’s herd size will be increased,
which could further enhance the Group’s competitiveness in terms of
quality and pricing of raw milk. In the long run, the Group is committed
to building a smart, eco-friendly, finely-branded and all-rounded
ecological farm.

Acquisition of Fuyuan

As disclosed in the announcement of the Company dated 22 March
2021 and the circular of the Company dated 14 May 2021 (the “Fuyuan
Acquisition Circular”), on 22 March 2021, the Company (as purchaser)
entered into a sale and purchase agreement (the “Fuyuan Acquisition
Agreement”) with, among others, certain sellers (the “Sellers”) and Inner
Mongolia Fuyuan International Industrial (Group) Co. Ltd. (“Fuyuan’)
to acquire the entire equity interests in Fuyuan at a consideration of
RMB3.48 billion. Approximately 56.65% of the consideration will be
satisfied in cash, and the remaining 43.35% will be satisfied by the
allotment and issue of 807,096,101 shares of the Company at the
issue price of HK$2.24 per share to a holding company controlled by
Mengniu immediately after completion of the allotment. As at 30 June
2021, Mengniu was the largest single shareholder holding approximately
43.35% of equity interests in Fuyuan through Inner Mongolia Mengniu
Dairy (Group) Co., Ltd., a 99.99%-owned subsidiary of Mengniu.
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MANAGEMENT DISCUSSION AND ANALYSIS
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The acquisition of Fuyuan was approved by shareholders at the
extraordinary general meeting of the Company held on 2 June 2021. In
mid-June 2021, the Company obtained unconditional antitrust clearances
and approvals from the State Administration for Market Regulation of the
PRC in respect of the acquisition of Fuyuan; and in early August 2021,
regulatory approvals in relation to the Burra Disposal (as defined in the
Fuyuan Acquisition Circular) were also obtained. It is expected that the
acquisition of Fuyuan will be completed in the third quarter of 2021.
Upon completion of the acquisition of Fuyuan, Fuyuan will be a non-
wholly owned subsidiary of the Company and its financial results will be
consolidated into the financial statements of the Group.

Following the acquisition of Fuyuan, the Group’s herd size will increase
significantly to approximately 340,000 heads, which could further
strengthen the Group’s position in the dairy farming industry in China
and enhance the Group’s competitiveness in terms of quality and pricing
of the raw milk.

SIGNIFICANT INVESTMENTS

Saved as disclosed elsewhere in this report, during the Reporting Period,
the Group had no significant investments.

PLANS FOR MATERIAL INVESTMENTS OR CAPITAL

Saved as disclosed elsewhere in this report, the Group does not have any
concrete plans for material investments and capital assets.

CONTINUING DISCLOSURE OBLIGATIONS PURSUANT
TO THE LISTING RULES

Save as otherwise disclosed in this report, our Directors have confirmed
that, as of 30 June 2021, 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 (the “Listing Rules”).

EVENTS AFTER THE REPORTING PERIOD
Saved as disclosed elsewhere in this report, no other material events

occurred after the end of the Reporting Period and up to the date of this
report.
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MANAGEMENT DISCUSSION AND ANALYSIS

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 operations and bank loans to meet
its operational and investment needs.

Except for the debts (including bank borrowings and bonds) 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. Taking into account 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 the relevant
hedging policy, reviews and assesses relevant risks from time to time, and
takes necessary measures when appropriate.

HUMAN RESOURCES AND REMUNERATION OF
EMPLOYEES

The Group had 4,421 employees (as at 31 December 2020: 4,455
employees) in mainland China and Hong Kong as at 30 June 2021.
Total staff costs (excluding equity-settled share award expenses) for the
Reporting Period were approximately RMB267.6 million (2020: RMB274.0
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 trainings. The Group also offers
competitive remuneration packages which include share award schemes
and employee partnership program, with the aim of retaining quality
personnel and encouraging them to grow with the Company.
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MANAGEMENT DISCUSSION AND ANALYSIS
gooooood

SOCIAL RESPONSIBILITY

The Group has been proactively fulfilling its social responsibility and,
guided by the principle that 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, it upholds the
production principle of achieving energy conservation and environmental
protection.

The Group actively promotes the economic development of communities
where our farms are located 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 and moneys 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
“people-oriented” concept, 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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MANAGEMENT DISCUSSION AND ANALYSIS

PROSPECTS

Currently, the raw milk market is in high demand and short of supply; it
is expected that the shortage of raw milk will continue and the price will
increase steadily. As small- and medium-sized dairy farms withdraw from
the market and the cyclicity of the dairy farming industry weakens, raw
milk will be mainly provided by large-scale dairy farms in the future. With
high industry barriers for large-scale farming, the Company could benefit
from the industry’s upward cyclical benefits and take advantage of being
an industry leader.

In addition to adhering to the development, improvement and expansion
of the core raw milk business, Modern Dairy will also explore the
possibility of developing new businesses to explore new engines for profit
growth. The scope of new exploration includes: i) developing the feed
business to build a complete upstream dairy farming industrial chain;
ii) developing the beef cattle business and leveraging on our resource
advantages; iii) developing the featured milk business to increase the
overall gross profit margin; iv) fostering the breeding business through
the development of genetic enhancement and sex-control breeding
techniques for dairy cows, and supplying high-quality dairy cow and
frozen sperm of beef cattle to the Group; and v) opening up trading
platform business and achieving full digital dairy farming by means of
modern technologies and strengthening facial recognition for cows.

During the year, the Group has embarked on the “Five-Year Leading
Program” with an aim to achieve on-demand supply and rational
expansion by leveraging the synergies of upstream and downstream
coordination and aligning production plans with demands from
downstream dairy enterprises. In the meantime, the Group has adopted
countermeasures to mitigate the asymmetric impact brought by the
cyclicity of dairy industry. The Company strives to double its herd size
and milk production in the coming five years through organic growth
and external acquisitions, that by 2025, the number of dairy cows will
increase to more than 500,000 heads and the annual production of fresh
milk will increase to 3.6 million tons.
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REPORT OF THE DIRECTORS
ooooo

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 2021 (the “Reporting Period™).

INTERIM DIVIDEND

The Board has resolved not to declare any interim dividend for the
Reporting Period (2020: nil).

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

As at 30 June 2021, 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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Number of
Shares or Approximate
underlying percentage of
Shares shareholding
Name of Director Nature of interest oono interest®
oooo oooo oooooo ooooooo®
Ms. GAO Lina® Interest in controlled corporation 221,581,733 3.12%
oooogow ooooooo
Beneficial owner 11,975,173 0.17%
ooooo
Mr. SUN Yugang Beneficial owner 1,665,694 0.02%
ooooo ooooo
Notes: ooo

(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. Ms. GAO resigned as a director of the
Company on 1 July 2021.

(2) Based on 7,108,565,947 Shares in issue as at 30 June 2021.
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Oo00dn
INTEREST IN ASSOCIATED CORPORATION goooooon
Number of
shares in Approximate
associated percentage of
corporation shareholdings
Name of Director Name of associated corporation gooooag interest®
gooo oooooo gooo ooooooo®e
Mr. LU Minfang® China Mengniu Dairy Company Limited 11,651,240 0.30%
ooooow oooooooooo
Mr. ZHANG Ping® China Mengniu Dairy Company Limited 1,992,613 0.05%
ooogw ooooobooooo
Mr. ZHAO lJiejun® China Mengniu Dairy Company Limited 2,551,416 0.06%
oooogow gooooboooo
Notes: ooo

(1)  Mr. LU Minfang, Mr. ZHANG Ping and Mr. ZHAO lJiejun 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 liejun is
the assistant vice president and the head of milk sourcing and supply chain
business unit of Mengniu. As at the date of this report, Mengniu holds 51.40
% of the issued share capital of the Company.

(2) Based on 3,948,416,082 shares of Mengniu in issue as at 30 June 2021.

Saved as disclosed above, as at 30 June 2021, 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.

(1) OoOOoOOOOOOOOOOOOOOOOOOO0O0
gboobooooooooOooooOoooOooOong
0Ooooo000O000O0o00000000000
oO00o0oocO0o0OOOoO0OO0OO0OOOO0OO0OOO0OO0O0O0O
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS

As at 30 June 2021, the interests or short positions of substantial
shareholders, other than the Directors or the chief executives of the
Company and their respective associates, in the Shares, underlying shares
and debentures of the Company or its associated corporations (within the
meaning of Part XV of the SFO), as recorded in the register required to be
maintained under Section 336 of the SFO were as follows:

goooon

02021060300 0000000000000
otboobOoo0ooOooOOoOO0om@oOooOooonoa
oMoo0ooooOoooOoOoXvomooooo
oOoo0ooooOo0Oo0oocooboooOoO0ooDs3sdn0nd
oooooooooooooo

Percentage of
the Company’s
issued Share

Name of substantial Capital®
shareholders Capacity/Nature of interest Number of Shares goooooo
oooooo ooooooo ooono oooooe
China Mengniu Dairy Beneficial interest 1,246,079,369 (L)@ 17.53%
Company Limited oooo
gooooooooa
Interest in controlled corporation 2,407,866,412 (L)@ 33.87%
(through Future Discovery Limited)
000000000 Future Discovery Limitedd
Central Huijin Investment Ltd.  Interest in controlled corporation 543,553,596 (L) 7.65%
oopooooooooog (through BOCI Financial Products Limited) 542,053,596 (S) 7.63%
gdd0o0DD@mOoooobooobobooooooa
Interest in controlled corporation 1,500,000 (L) 0.02%
(through Nam Tung (Macao) Investment Limited)
000000mMooooooooooooooo
Bank of China Limited Interest in controlled corporation 543,553,596 (L) 7.65%
ooDo00oDoOoOoDOoo (through BOCI Financial Products Limited) 542,053,596 (S) 7.63%
O00000mooooooooooooooo
Interest in controlled corporation 1,500,000 (L) 0.02%
(through Nam Tung (Macao) Investment Limited)
000000 mooooooooooooood
BOC International Holdings Interest in controlled corporation 542,053,596 (L) 7.63%
Limited (through BOCI Financial Products Limited) 542,053,596 (S) 7.63%

oooooooooo
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Percentage of
the Company’s
issued Share

Name of substantial Capital®
shareholders Capacity/Nature of interest Number of Shares googoooo
oooooo ooooooo oooo oooooe
BOCI Financial Products Beneficial interest 542,053,596 (L) 7.63%
Limited oooag 542,053,596 (S) 7.63%
oo0o00o0oooooooo
New Hope Dairy Co., Ltd. Interest in controlled corporation 635,345,763 (L) 8.94%
Ooooooooooo (through GGG Holdings Limited)
000000000 GGG Holdings Limitedd
New Century Ltd. Interest in controlled corporation 635,345,763 (L) 8.94%
(through GGG Holdings Limited)
00000000 GGG Holdings Limitedd
Liu Chang Interest in controlled corporation 635,345,763 (L) 8.94%
(through GGG Holdings Limited)
00000000 GGG Holdings Limitedd
Notes: ooo

(1) Among which up to 613,877,227 shares of the Company have been lent to 1)
BOCI Financial Products Limited pursuant to a securities lending agreement
dated 17 June 2020 entered into between Mengniu as lender and BOCI
Financial Products Limited as borrower. As at 30 June 2021, the number
of Shares that had been lent to BOCI Financial Products has decreased to

542,053,596.
(2)  Future Discovery Limited is a subsidiary of Mengniu. (2)
(3) Based on 7,108,565,947 Shares in issue as at 30 June 2021. (3)

(4)  (S) Indicates a short position.

(5) (L) Indicates a long position.

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

30 June 2021.

(5)

Oo000e613,877,22700000000000M000O
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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 [1”)
which shall remain effective for ten years. The goal of the share award
schemes is to motivate the employees to maximize the value of and share
the results with the Company in order to achieve sustainable development
of the Group.

During the Reporting Period the number of shares of the Company
granted to selected participants was 23,200,000, of which 2,400,000

shares were granted to the Directors, details of which are as follows:

Unvested as

goooon

obOO0O00o0o0Ozole0o0O0OO0OOOOOOO
to0OnoocoooOommoooooooooli;mao
obOobOO0oz01y0000000O00O000020180
30z2e00000000OCOOODOOOOODO
Imooooooonmoooooooooooon
ooOo0oooOooO0ooobOOoOoocDOOoOoooOO0O0oon
ooo0oo0oooOOoO00O0DOOo0Oo0oDo

oo00oooOo0O0OoOoO0OO0OO0CcOO0OOoooO00aO
0 23,200,0000 0 0024000000 0000000
ooooooo

Unvested as

at 1 January at 30 June

2021 Granted Vested Forfeited 2021

020210 during  during the during 020210

1010 the period period  the period 601 300

Name of Director gooo ooood goono oooo oooo oooad
Ms. GAO Lina ooooo 1,700,000 1,500,000 1,700,000 - 1,500,000
Mr. SUN Yugang ooooo 920,000 900,000 920,000 - 900,000
2,620,000 2,400,000 2,620,000 - 2,400,000

Ms. GAO Lina resigned as an executive Director of the Company on 1 July
2021.

Further details of the Share Award Scheme are also set out in Note 19 to
the financial statements.

FOREIGN CURRENCY RISK

The Group’s businesses are principally located in mainland China and
substantially all transactions are conducted in RMB, except for the
payment for offshore professional services and purchases of imported
machineries and equipments 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.
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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 Reporting Period 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 the shareholders of the
Company. One non-executive Director was not able to attend the annual
general meeting of the Company held on 2 June 2021 due to other
business engagements.

Save as disclosed above, the Board has reviewed the Company’s
corporate governance practices and is satisfied that the Company has
been in compliance with all applicable code provisions of the CG Code.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBT
SECURITIES

Save as disclosed under the sections headed “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 30 June,
2021, 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 one executive
Director, Mr. SUN Yugang (Acting Chief Executive Officer), five non-
executive Directors, namely, Mr. LU Minfang (Chairman of the Board),
Mr. ZHAO liejun, Mr. ZHANG Ping, Mr. ZHU Xiaohui and Ms. GAN Lu,
and three independent non-executive Directors, namely Mr. LI Shengli,
Mr. LEE Kong Wai Conway and Mr. CHOW Ming Sang.
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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.

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 for the six months ended 30
June 2021.

The Group retained a total of 4,420,482 vesting Shares as a consideration
of approximately HK$8,974,000 (equivalent to RMB7,584,000) for paying
the individual income tax in mainland China 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. LU Minfang, a non-executive Director and chairman of the Board,
was appointed as a non-executive director and the chairman of the board
of directors of China Shengmu Organic Milk Limited, a company listed in
Hong Kong, with effect from 30 July 2021.

Save for disclosed above, there were no changes in the information of
Directors since the date of the 2020 annual report of the Company and
the announcement of the Company dated 28 June 2021 in relation
to, among others, the resignation, appointment and re-designation of
Directors, 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.
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REVIEW OF INTERIM RESULTS

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

AUDIT COMMITTEE

The Audit Committee currently comprises two independent non-executive
Directors, namely Mr. LEE Kong Wai, Conway, Mr. CHOW Ming Seng 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, internal control and system and
financial reporting matters, including the review of the Group’s unaudited
interim financial statements for the six months ended 30 June 2021.

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.
Mr. SUN Yugang
Acting Chief Executive Officer and
Executive Director

Hong Kong, 23 August 2021
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CORPORATE INFORMATION
0000

BOARD OF DIRECTORS

Executive Directors

Ms. GAO Lina (Vice Chairman and Chief Executive Officer)
(resigned on 1 July 2021)

Mr. SUN Yugang (Acting Chief Executive Officer)

Non-Executive Directors

Mr. LU Minfang (Chairman of the Board)

Mr. ZHAO liejun (redesignated as Vice Chairman on 1 July 2021)
Mr. ZHANG Ping

Mr. ZHU Xiaohui (appointed on 1 July 2021)

Ms. GAN Lu

Independent Non-Executive Directors

Mr. LI Shengli

Mr. LEE Kong Wai, Conway

Mr. WOLHARDT Julian Juul (resigned on 1 July 2021)
Mr. CHOW Ming Sang (appointed on 1 July 2021)

AUDIT COMMITTEE

Mr. LEE Kong Wai, Conway (Chairman)

Mr. ZHANG Ping

Mr. WOLHARDT Julian Juul (resigned on 1 July 2021)
Mr. CHOW Ming Sang (appointed on 1 July 2021)

REMUNERATION COMMITTEE

Mr. LI Shengli (Chairman)

Mr. ZHANG Ping

Mr. CHOW Ming Sang (appointed on 1 July 2021)
Mr. WOLHARDT Julian Juul (resigned on 1 July 2021)

NOMINATION COMMITTEE

Mr. LU Minfang (Chairman)

Mr. LEE Kong Wai, Conway

Mr. WOLHARDT Julian Juul (resigned on 1 July 2021)
Mr. CHOW Ming Sang (appointed on 1 July 2021)

STRATEGY AND DEVELOPMENT COMMITTEE
Ms. GAO Lina (Chairman, resigned on 1 July 2021)

Mr. ZHAO liejun (Chairman, appointed on 1 July 2021)

Mr. SUN Yugang (appointed on 1 July 2021)

Mr. LI Shengli

Ms. GAN Lu

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
Registered Public Interest Entity Auditors

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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REPORT ON REVIEW OF CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

dooooguoooogd

Deloitte

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

INTRODUCTION

We have reviewed the condensed consolidated financial statements of
China Modern Dairy Holdings Ltd. (the “Company”’) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 44 to 88,
which comprise the condensed consolidated statement of financial
position as of 30 June 2021 and the related condensed consolidated
statement of profit or loss and other comprehensive income, statement
of changes in equity and statement of cash flows for the six-month
period then ended, and certain explanatory notes. The Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong Limited
require the preparation of a report on interim financial information to
be in compliance with the relevant provisions thereof and International
Accounting Standard 34 “Interim Financial Reporting” (“IAS 34”) issued
by the International Accounting Standards Board. The directors of the
Company are responsible for the preparation and presentation of these
condensed consolidated financial statements in accordance with IAS
34. Our responsibility is to express a conclusion on these condensed
consolidated financial statements based on our review, and to report
our conclusion solely to you, as a body, in accordance with our agreed
terms of engagement, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report.

SCOPE OF REVIEW

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

CONCLUSION

Based on our review, nothing has come to our attention that causes us
to believe that the condensed consolidated financial statements are not
prepared, in all material respects, in accordance with IAS 34.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

23 August 2021
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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
000o000oooooooon

FOR THE SIX MONTHS ENDED 30 JUNE 2021

002021060300 0000

Revenue

Cost of sales

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

Gross profit

Loss arising from changes in fair value
less costs to sell of dairy cows

Other income

Impairment losses under expected credit
loss model, net of reversal

Selling and distribution costs

Administrative expenses

Share of profits of associates

Other gains and losses

Other expenses

Profit before finance costs and tax
Finance costs

Profit before tax
Income tax expense

Profit for the period

Other comprehensive
(expense)/income:

Item that will not be reclassified to
profit or loss:

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

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

Total comprehensive income for
the period

Profit for the period attributable to:
Owners of the Company
Non-controlling interests

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

Earnings per share (RMB)
Basic
Diluted
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Notes
oo

S
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Six months ended 30 June
ogoen3o0000n

2021 2020
20210 20200
RMB’000 RMB’000
ogoooo ooooo
(unaudited) (unaudited)
oooooo oooooo
3,179,719 2,827,752
(3,106,084) (2,736,128)
1,107,962 960,393
1,181,597 1,052,017
(405,792) (448,749)
53,384 41,182
(64) 10
(80,630) (98,175)
(154,622) (144,885)
15,674 12,727
(9,871) 40,351
(2,245) (13,089)
597,431 441,389
(91,389) (214,798)
506,042 226,591
(420) (276)
505,622 226,315
(1,100) 3,935
(1,100) 3,935
504,522 230,250
496,698 220,736
8,924 5,579
505,622 226,315
495,618 224,599
8,904 5,651
504,522 230,250
7.13 cents [J 3.47 cents O
7.12 cents [ 3.46 cents O




CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
OO0o0ooooon

AT 30 JUNE 2021
020210 60 300

30 June 31 December
2021 2020
20210 20200
601 300 1200 310
Notes RMB’000 RMB’000
oo ooooo ooooo
(unaudited) (audited)
oooooo googo
NON-CURRENT ASSETS ooooo
Property, plant and equipment oooooooo 3,223,509 3,317,719
Right-of-use assets ooooo 295,936 303,849
Goodwill oo 1,322,457 1,322,457
Interests in associates oooooooo 307,756 289,860
Biological assets opooo 11 7,083,939 7,101,243
Equity instruments at fair value oooopooobDOooDoOoo
through other comprehensive gooo
income 3,980 5,080
Advanced payments oooo 12 169,500 -
Pledged bank deposits ooooooo 125,128 122,706
Bank balances oooo 211,009 20,637
12,743,214 12,483,551
CURRENT ASSETS oooo
Inventories oo 733,943 1,158,643
Trade and other receivables and oo0oO0oOoOoOooOooooo
advanced payments gooooao 12 665,780 706,659
Other financial assets opooog 13 50,359 50,000
Derivative financial instruments opoooog 15 7,313 11,145
Pledged bank deposits ooooooo 33,953 34,503
Bank balances and cash ooooooo 2,222,933 1,123,710
3,714,281 3,084,660
CURRENT LIABILITIES oooo
Trade and other payables ooooooooooooon 16 1,268,448 1,410,786
Tax payable oooo 256 364
Bank borrowings opooo 17 2,305,341 3,471,314
Lease liabilities opooo 12,350 23,851
Derivative financial instruments opopooog 15 58,605 59,338
Contract liabilities opooo 218 198
3,645,218 4,965,851
NET CURRENT ASSETS/(LIABILITIES) oooomogomo 69,063 (1,881,191)
TOTAL ASSETS LESS CURRENT oooooooo
LIABILITIES 12,812,277 10,602,360
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

ooooogod
AT 30 JUNE 2021
0 20210 60 300

CAPITAL AND RESERVES
Share capital
Share premium and reserves

Equity attributable to owners of
the Company
Non-controlling interests

TOTAL EQUITY

NON-CURRENT LIABILITIES
Bank borrowings
Lease liabilities
Derivative financial instruments
Deferred income

ooooo
oo
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17

15

30 June 31 December
2021 2020
20210 20200

60 300 120 310
RMB’000 RMB’000
oooogo ooooo
(unaudited) (audited)
oooood ooodo
609,758 555,535
8,934,535 7,341,388
9,544,293 7,896,923
152,417 141,521
9,696,710 8,038,444
2,686,757 2,171,012
198,389 196,042
30,981 24,000
199,440 172,862
3,115,567 2,563,916
12,812,277 10,602,360

The consolidated financial statements on pages 44 to 88 were approved
and authorised for issue by the board of directors on 23 August 2021 and
are signed on its behalf by:

obO0440880 0000000020210 80 230
oooo0ooOooooooooooon

LU Minfang SUN Yugang
oo ooo
Director Director

on on
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
OO0o0ooooon

FOR THE SIX MONTHS ENDED 30 JUNE 2021
Oo020210603000000

At 1 January 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 19)

Recognition of equity-settled
share-based payment
(Note 19)

Reversal due to vesting of award
shares (Note 19)

Equity transactions related to
interest free loans

At 30 June 2020 (unaudited)

At 1 January 2021 (audited)

Profit for the period

Other comprehensive expense
for the period

Total comprehensive income
for the period

Share purchase for the Share
Award Schemes (Note 19)

Recognition of equity-settled
share-based payment
(Note 19)

Reversal due to vesting of award
shares (Note 19)

Equity transactions related to
interest free loans

Issue of shares (Note 18)

Dividends recognised as
distribution (Note 9)

At 30 June 2021 (unaudited)

0200010100000
oooo
pooooooa

oooooooa

gooooooooooo
ool
oooooooooo
0000@oD190

oooooooooo
o001
ooooooooooo

0202006030M00000

0201010100000
oooo
pooooooa

oooooooa

000000000000
o019
gooooooooo
000000190

gooooooooo
000190
ooooooooooo

000mMoo1s]
0000000MO09

0202106030000000

Attributable to owners of the Company

oooooooo

Fair value

Shares held through

under the other

Share Share Share - comprehensive Non-
Share Share Other options award Award income  Retained controlling

capital  premium reserve reserve reserve  Schemes reserve  eanings  Sub-total interests Total

oooo oooa

00 Dooo oooa
00 0000 ©OODOD DOODOD  OOOO DOODOO OODOOO ooon 00 0oooo oo
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000 RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
goooo ooooo ooooO  DoOOO  DOOOO OOOOO  OOOOO OOOOO 0OOOO 00000 00000

(Note19)  (Note 19)
00010 000190

551,007 4,945,381 970,829 5,286 4910 (67,012) (21,693) 682809 7,081,517 126,184 7,007,701
- - - - - - - 220736 220736 5579 226,315
- - - - - - 3,863 - 3863 7 3935
- - - - - - 3863 220,736 224599 5,651 230,250
- - = = = (19,892) = = (19,892) - (19,892)
- - - - 291 - - - 20,977 - 291
= = - - (24,227) 29,560 - (5:333) - - -
- - 149 - - - - - 149 (149) -
551,007 4,945,381 970978 5,286 2,660 (47,344) (17.830) 898212 72308350 131,686 7,440,036
555535 4,985,082 969,268 - 7,489 (47,344) (20593) 1447486 7,896,923 141521 8,038,444
- - - - - - - 496,698 496,698 8,924 505,622
- - - - - - (1,080) - (1,080) (20) (1,100)
- - - - - - (L,080) 496,698 495,618 8,904 504,522
- - - - - (7,584) - - (7,584) - (7,584)
- - - - 9,015 - - - 9,015 - 9,015
- - - - (9,447) 13,865 - (4.418) - - -
- - (1,992) - - - - - (1,992) 1,99 -
54223 1,240,622 - - - - - - 1204845 - 1294845
- (14253) - - - - - - (14253) - (14253)
609,758 6,083,172 967,276 - 7,057 (41,063) (21,673) 1,939,766 9,544,293 152417 9,696,710
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
Oo0o0oooooo

FOR THE SIX MONTHS ENDED 30 JUNE 2021
002021060300 0000

Six months ended 30 June
gOded3000000

2021 2020
20210 20200
Note RMB’000 RMB’000
oo ooooo ooooo
(unaudited) (unaudited)
oooooo oooooo
NET CASH FROM OPERATING Ooooobooooo
ACTIVITIES 1,464,877 1,055,209
NET CASH USED IN INVESTING oooooooooo
ACTIVITIES
Purchases of property, plant and oooooooooo
equipment (215,373) (78,015)
Investment in an associate opooog (2,222) (42,898)
Additions in biological assets opooog (590,972) (560,860)
Advanced payments for acquisition of 0o000oDOO0ooDbOooDOOD
a subsidiary 12 (169,500) -
Placement of other financial assets oooooooo (50,000) (50,000)
Withdrawal of other financial assets oo0oOooooo 50,395 -
Placement of pledged bank deposits oooooooog (11,728) (23,747)
Withdrawal of pledged bank deposits ooooooooag 12,000 29,695
Placement of time deposits with oooodoO0ooDooDOooo
original maturity over three months o0 (250,000) (162,060)
Withdrawal of time deposits with oooodoO0oobDOooDoooo
original maturity over three months oo - 67,653
Proceeds from disposal of dairy cows gooooooo 342,169 298,940
Interest received oood 13,260 7,214
Government grants received gooooag 34,080 596
Loan repayment from a third party goooooo 4,000 =
Proceeds from disposal of property, gooooOooooooooo
plant and equipment 910 4,342
Proceeds from disposal of subsidiaries gooooooooo 7,406 85,716
(825,575) (423,424)
NET CASH FROM/(USED IN) o0oooomoomooo
FINANCING ACTIVITIES
Interest paid opoo (101,623) (138,088)
Dividends paid opoo (142,532) -
New bank borrowings raised opoooooo 1,785,527 2,459,100
Repayment of bank borrowings opooog (2,420,537) (1,772,996)
Repayment of other borrowings opooog - (1,050,000)
Repayment of leases liabilities opooog (10,482) (13,618)
Payment for repurchase of ordinary oooooooo
shares (7,584) (19,892)
Proceeds from disposal of derivative oooooooooooo
financial instruments 2,284 -
Proceeds from issue of shares oooOooooo 1,294,845 -
399,898 (535,494)
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
ooooogod

NET INCREASE IN CASH AND CASH goboooooooboooo

EQUIVALENTS

CASH AND CASH EQUIVALENTS
AT 1 JANUARY

Represented by

0i10i1o0o00ooooooo

ooooogoo

Bank balances and cash as stated in goooooooooooog
the consolidated statement of financial oa

position

Time deposits with original maturityover OO0 000000000 O0OO

three months

Cash and cash equivalents attributableto OO 0D OO0O0OO00OOO0OO
the disposal group classified as held oooooooo

for sale

CASH AND CASH EQUIVALENTS

geds3oConooooooOOon

AT 30 JUNE

Represented by ooooooo

Bank balances and cash as stated in ooo0o0DoDO0ooDOooDOoOoD
the consolidated statement of oo
financial position

Time deposits with original maturity ooo0o0DoDO0ooDOooDOoOoO

over three months

FOR THE SIX MONTHS ENDED 30 JUNE 2021

002021060300 0000

Six months ended 30 June
gOded3000000

2021 2020
20210 20200
RMB’000 RMB’000
ooooo ooooo
(unaudited) (unaudited)
oooooo oooooo
1,039,200 96,291
1,103,132 894,204
1,144,347 961,094
(41,215) (67,653)
- 763
2,142,332 990,495
2,433,942 1,032,555
(291,610) (42,060)
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FOR THE SIX MONTHS ENDED 30 JUNE 2021
002021060300 0000

1.

1A.

GENERAL

China Modern Dairy Holdings Ltd. (the “Company”) was
incorporated and registered in the Cayman Islands as an exempted
company with limited liability under the Companies Law of the
Cayman Islands. 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 2021, China Mengniu Dairy Co., Ltd. (“Mengniu”)
and its wholly-owned subsidiary together owned 51.40% of the
issued share capital of the Company. Mengniu and its subsidiaries
are hereinafter collectively referred to as the “Mengniu Group™.

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 AND TRANSACTIONS IN
THE CURRENT INTERIM PERIOD

On 22 March 2021, the Company entered into a sale and purchase
agreement with certain sellers (the “Sellers”) and Inner Mongolia
Fuyuan International Industrial (Group) Co. Ltd. (the “Fuyuan”),
pursuant to which the Sellers agreed to sell, and the Company
agreed to purchase, the entire equity interests in Fuyuan at a total
consideration of RMB3,480,000,000, which shall be satisfied by
a combination of cash and allotment and issue of shares of the
Company under two settlement scenarios (the “Transaction”). The
above transaction constituted a major and connected transaction
of the Company under the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited (the “Listing Rules”)
and has been published in the Company’s announcement dated 22
March 2021, and further details in relation thereto has been set out
in a circular dated 14 May 2021. All relevant resolutions have been
duly passed at the extraordinary general meeting of the Company
held on 2 June 2021. The Transaction has not been completed up
to the date of these financial statements.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
ODO00o0ooooon

FOR THE SIX MONTHS ENDED 30 JUNE 2021
002021060300 0000

2. BASIS OF PREPARATION 2. OO0O0O
The condensed consolidated financial statements of the Group god0o0ooDODODOOO00oOoOoOoooboDoD
have been prepared in accordance with International Accounting 0000nooooooooooOooooon
Standard 34 Interim Financial Reporting issued by the International goo0oD34000000000000DODO
Accounting Standards Board (“IASB™) as well as with the applicable gooooooooooooon

disclosure requirements of Appendix 16 to the Listing Rules.

The directors of the Company (the “Directors”) have, at the time ooooooo0oo0ooOooOooooOooo
of approving the condensed consolidated financial statements, a god0ooo0oOooOobooOooooDoDoDDoD
reasonable expectation that the Group has adequate resources to god0o0ooODODODOOO0OO00oOoOoooboOoDD
continue in operational existence for the foreseeable future. Thus go0o0o0o0o0ooO0o0oDOOooDbOooo

they continue to adopt the going concern basis of accounting in
preparing the condensed consolidated financial statements.
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For the six months ended 30 June 2021
002021060300 0000

=

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) other financial assets, which are measured at fair value; and
(iv) equity instruments at fair value through other comprehensive
income (“FVTOCI”), which are measured at fair value at the end of
each reporting period.

Other than additional accounting policies resulting from application
of amendments to International Financial Reporting Standards
(“IFRSs™), the accounting policies and methods of computation
used in the condensed consolidated financial statements for the
six months ended 30 June 2021 are the same as those presented
in the Group’s annual financial statements for the year ended 31
December 2020.

Application of amendments to IFRSs

In the current interim period, the Group has applied the following
amendments to IFRSs issued by the IASB, for the first time, which
are mandatorily effective for the annual periods beginning on or
after 1 January 2021 for the preparation of the Group’s condensed
consolidated financial statements:

Covid-19-Related Rent
Concessions

Interest Rate Benchmark
Reform — Phase 2

Amendments to IFRS 16

Amendments to IFRS 9, IAS 39,
IFRS 7, IFRS 4 and IFRS 16

Except as described below, the application of the amendments to
IFRSs in the current interim 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.
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For the six months ended 30 June 2021
0020210603000 000

3. PRINCIPAL ACCOUNTING POLICIES (continued) 3. 000000Ogoo
3.1 Impacts and accounting policies on application 31 000000OoOoooooennon
of Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 Oo0o0O0O0ogz3e0ooooooan
and IFRS 16 “Interest Rate Benchmark Reform — OO00700000000000C4
Phase 2” O000000000016000
OOO0O00000 - 0000000
ooooono
3.1.1Accounting policies 3.1.10000
Financial instruments oooo

Changes in the basis for determining the contractual cash
flows as a result of interest rate benchmark reform

For changes in the basis for determining the contractual
cash flows of a financial asset or financial liability to
which the amortised cost measurement applies as a result
of interest rate benchmark reform, the Group applies
the practical expedient to account for these changes
by updating the effective interest rate, such change in
effective interest rate normally has no significant effect
on the carrying amount of the relevant financial asset or
financial liability.

A change in the basis for determining the contractual
cash flows is required by interest rate benchmark reform
if and only if, both these conditions are met:

. the change is necessary as a direct consequence of
interest rate benchmark reform; and

. the new basis for determining the contractual cash
flows is economically equivalent to the previous
basis (i.e. the basis immediately preceding the
change).

oooooooooooooon
oooooo

Oo0o00ooooooODoOoOoooOo
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3. PRINCIPAL ACCOUNTING POLICIES (continued) 3. U0000Oooo
3.1 Impacts and accounting policies on application 1 00000D0OoOooOoooennon
of Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 oo0oooOo30o0oooood
and IFRS 16 “Interest Rate Benchmark Reform — Oo0d0yv0ooobooooooo4
Phase 2" (Continued) 0o0000o0opooOOoOoODOi1e0 00O
Oo0o0oo0o0OD0 —-oooood O
00000 Oooo

3.1.2Transition and summary of effects 3120000000
020210101 000000000
ddoooooooooooon
ddooooooooooooan
doooooooooooooan
dodoooooooooooOoaon

As at 1 January 2021, the Group has several financial
liabilities and derivatives, the interest of which are
indexed to benchmark rates that will or may be subject
to interest rate benchmark reform. The following table
shows the total amounts of outstanding contracts. The
amounts of financial liabilities are shown at their carrying ooooooooooooooo
amounts and derivatives are shown at their notional 0000000 @MoomoDboo
amounts. Hereinafter United States Dollars is referred to Mmoodm

as “US$” or “USD” and Hong Kong Dollars is referred to

as “HK$” or “HKD”.

HKD Hong Kong USD London
Interbank Interbank
Offered Offered
Rate (“HIBOR”) Rate (“LIBOR”)
oooooo gooooad
good gooo
(O HIBORL (1J LIBORCJ
RMB’000 RMB’000
ooooo goooo
Financial liabilities oooo
Bank borrowing oooo 1,031,784 1,561,031
Derivatives agoono
Interest rate swaps oooog 1,262,400 1,580,983

oooooooooOoOoocooo
ooooooooooOoocooo

The Group intends to apply the practical expedient in
relation to the changes in contractual cash flows resulting

from the interest rate benchmark reform for bank
borrowing measured at amortised cost. The amendments
have had no impact on the condensed consolidated
financial statements as none of the above contracts
has been transitioned to the relevant replacement rates
during the interim period. The impacts on application of
the amendments, if any, including additional disclosures,
will be reflected in the Group’s consolidated financial
statements for the year ending 31 December 2021.
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REVENUE 4. OO
Disaggregation of revenue oooo
Six months ended 30 June
goded3o0ODOOO
2021 2020
20210 20200
RMB’000 RMB’000
ooooo ooooo
(unaudited) (unaudited)
gooood agooooo
Types of goods gooo
Raw milk oono 3,179,719 2,827,752
Timing of revenue recognition oooooo
A point in time oono 3,179,719 2,827,752
Geographic information ooon
Since all revenue from external customers is derived from the g0oo0oo0oOoOo0oooOooooOoooOooo
customers located in Mainland China and all of the non-current go0ooooOoOooOooOoooOoooOooo
assets are located in Mainland China and the Group is managed on Jod0o0ooDODODOO0O0O00o0oOoOoooDoD
a nationwide basis because of the similarity of the type or class of godo0oooODoODOOoO0O0oOoOoooooDoD
the customers and the similarity of the regulatory environment in gopoooooooag

the whole region, no geographic information is presented.

OTHER INCOME 5. O0Ooog

Six months ended 30 June
ooed3000000

2021 2020
20210 20200
RMB’000 RMB’000
ooooo ooooo
(unaudited) (unaudited)
oooooo oooooo
Bank interest income oooooo 15,944 7,747
Government grants related to ooD0o0oDO0ooDOooDoOg
— Assets (Note i) -0mooio 12,267 10,727
= Income (Note ii) -0 mooio 19,515 18,897
31,782 29,624
Others oo 5,658 3,811
53,384 41,182
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5. OTHER INCOME (continued) 5. UD0U0OOuoo

Notes: ooad

oooooO0ooOooOOOO0OOO0OOOOO0OO
ooo0ooooOooooooOooOoooon
00o0oo0oo00O0O0O00000D000DO
oooo

i These government grants are in relation to the construction and i
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.

00o0oo0oo00O0O0O00000D000DO
o0oo0ooO0ooOooOOoOoO0OOO0OO0OO0OOOO0OnO

ii. These government grants are unconditional government subsidies ii.
received by the Group from relevant government bodies for the

purpose of giving immediate financial support to the Group’s gooooog
operation.
6. PROFIT BEFORE FINANCE COSTS AND TAX 6. DO0O0OoOoOoOoOoooo

00000000000o0oomoomonn
goobooooog

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

Six months ended 30 June
OO0ed3000000

2021 2020
20210 20200
RMB’000 RMB’000
ooooo ooooo
(unaudited) (unaudited)
oooooo oooooo
Cost of sales: ooooo
Breeding costs to produce raw milk oo00oOobooooo 1,998,122 1,775,735
Raw milk fair value adjustments included in OoD000O0O0ODOO0oOoDOoOoDO
cost of sales 1,107,962 960,393
3,106,084 2,736,128
Other gains and losses, net: opoDooDooooDooo
Net foreign exchange (gains) losses omoomooo (23,754) 51,078
Loss on disposal of property, plant and goooooooooooon
equipment, net 4,611 3,953
Impairment loss on goodwill gooooo - 22,750
Gain on disposal of subsidiaries goooooooo - (72,280)
Fair value loss (gain) on derivative financial gooooooooooo
instruments: ooom
Foreign currency forward contracts opooooo 1,956 (18,414)
Foreign currency option contracts opooooo 27,812 (27,364)
Fair value gain on other financial assets gooooooooooo (754) (74)
9,871 (40,351)
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PROFIT BEFORE FINANCE COSTS AND TAX 6. UOU00O0OO0OO0ODLO0O0O oo

(Continued)
Six months ended 30 June
ggded3ocoO0OO
2021 2020
20210 20200
RMB’000 RMB’000
goood ogoooad
(unaudited) (unaudited)
oooooo oooooo
Depreciation of property, plant and equipment OO0 00000000 232,518 228,498
Depreciation of right-of-use assets opoooooo 8,390 8,434
Less: capitalised in biological assets oooOoooooooon (101,341) (99,800)
Depreciation charged to profit or loss opoooDoooo 139,567 137,132
Equity-settled share award expense (Note 19) 000000000000 O 190 9,015 21,977
Other employee benefits costs opDOo0oDOoOoO 267,616 274,024
Less: capitalised in biological assets oobooDooooooo (60,555) (65,416)
Employee benefits charged to profit or loss oooooocooon 216,076 230,585

FINANCE COSTS 7. oogg

Six months ended 30 June
ooeo3oononOnOO

2021 2020
20210 20200
RMB’000 RMB’000
ooooo ooooo
(unaudited) (unaudited)
gooood agooooo

Interest expenses on: goooo
Bank borrowings ogooo 108,138 137,539
Other borrowings from Mengniu Group goooooooooo - 6,818
Other borrowings from financial institutions ooooooooooao - 403
Lease liabilities ogooo 5,223 5,475
Total borrowing cost opooooo 113,361 150,235
Fair value (gain) loss on interest rate swaps oooooDomoomaao (21,972) 64,563
91,389 214,798
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8.

INCOME TAX EXPENSE

ooooo
ooooooo

Current tax:
PRC enterprise income tax

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 laws of 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 RMB3,126,474,000
(31 December 2020: RMB2,836,473,000) 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.
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RMB’000 RMB’000
ooooo ooooo
(unaudited) (unaudited)
oooooo oooooo
420 276

gooooO0oooOoooOoooOoOooooOoon
obooooooooooobooooo

goooooooooOOoOoobOOooOooon
000000 D00DO0025% 000000
goooooooODOOO000o0ooooooDOD
gooo0ooco0oooOoo0ooboboDbOon
ooo0ooO0ooo0oooOooooooooon
oboooooooooooo

ooooooooOoooOoooOoooooon
oboooobooooobooooon

goooooooObOOobOOoooooooon
00000000000 O000DDO10%0
gboooO0obo0ozo080101000000
goO0z2o0070120310000000000
ooo0ooO0ooo0oooOooooooooon
oooooo0oO0O0O0O0O0O0OoO0Oo0o0005%
glo»ooooooooooocooooan
0 3,126,474,00000 20200 120 310 00 O O
2,836 473 0000 O0O00O0OOOCODOOO
goooooooOboOobOooooooooon
goooooooOboOobOooooooooon
gooog



10.

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
gooooooood

For the six months ended 30 June 2021
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DIVIDENDS 9.

During the current interim period, a final dividend of HK2.43 cents
per share in respect of the year ended 31 December 2020 (2020: nil)
was declared and paid to owners of the Company. The aggregate
amount of the final dividend declared and paid in the interim period
amounted to HK$171,945,000 (equivalent to RMB142,532,000)
(2020: nil) and was appropriated from the Company’s distributable
share premium.

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:

10.

0o

oboo0oooooozozo0120310000
goooooOOoooOOoooOooz243000C0
gomzoz0000OoOoO0ooOoOoocOoOn
ooo0oooo0ogarieds0000 MonoOonon
0142,532,0000 020200 0000000
ooooooboooooon

good

ooooooooOoooOoooOoooooon
oboooooo

Six months ended 30 June
Og0eO 3000000

2021 2020
20210 20200
RMB’000 RMB’000
goood goooad
(unaudited) (unaudited)
gooood gooooo
496,698 220,736

Six months ended 30 June
ooed3000000

Profit oo

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

Number of shares oooo

Weighted average number of ordinary shares

for the purpose of basic earnings per share ooooo

Effect of dilutive potential ordinary shares: 00000000000
Share options ooo
Share awards oooo

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.

uboobOooboobooo

2021 2020

20210 20200
(unaudited) (unaudited)
oooooo oooooo
6,970,881,004 6,363,900,590
- 3,568,516

5,398,716 8,778,377

6,976,279,720

6,376,247,483

oo0ooo0oOoOo0oooOOoooOoooOooo
oooooo0oooOoooOoooooooon

goooao
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11. BIOLOGICAL ASSETS 11. 0000

The fair value less costs to sell of dairy cows at the end of the 00oDoo0o0oooooDoooooooan

reporting period is set out below:

oo

30 June 31 December

2021 2020

20210 20200

60 300 120 310

RMB’000 RMB’000

ooooo ooooo

(unaudited) (audited)

oooooo ogoooo

Milkable cows oo 4,854,439 5,084,343
Heifers and calves oooooag 2,229,500 2,016,900
Total dairy cows oooo 7,083,939 7,101,243

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

gooooooOoObOOO000oOooooooODn
oooooooomoooobobon
goooooooOboOobOooooooooon
obooooboooooan220

22.
12. TRADE AND OTHER RECEIVABLES AND 12 00000000000 oooa
ADVANCED PAYMENTS Oooon
30 June 31 December
2021 2020
20210 20200
60 300 120 310
RMB’000 RMB’000
ooooo ooooo
(unaudited) (audited)
oooooo ooooo
Trade receivables oooooo 587,883 639,768
Less: allowance for credit losses oooooooon (8,483) (8,483)
579,400 631,285
Advanced payments for feeds, materials ODO00DOO0O0ODOO
and insurance 66,425 47,736
Input value added tax recoverable oooooooo 2,946 2,938
Receivables from disposal of subsidiaries OooOoooooooo - 7,406
Advanced payments for acquisition of oOooOdoooooomooin
a subsidiary (Note i) 169,500 -
Short term loan receivables (Note ii) Oo0o0o0D0moaoio 4,004 8,092
Others oo 13,005 9,202
835,280 706,659
Analysed as: opooooo
Current oo 665,780 706,659
Non-current ooo 169,500 -
835,280 706,659
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

12. TRADE AND OTHER RECEIVABLES AND
ADVANCED PAYMENTS (continued)

Notes:

On 8 April 2021, Modern Farming (Group) Co., Ltd. (“Modern
Farming”), a non-wholly owned subsidiary of the Company, entered
into a sale and purchase agreement (the “SPA”) with Asia Dairy
Fab Ltd. (the “Seller”) and Zhongyuan Muye Company Limited
(“Zhongyuan™) to acquire 100% equity interests in Zhongyuan
(the “Acquisition”). In April 2021, the first tranche payment of
RMB169,500,000 was paid to the Seller according to the SPA. The
Acquisition was subsequently completed in July 2021. Details of the
Acquisition are set out in the Company’s announcement dated 23 July
2021.

On 18 September 2020, Modern Farming (Chabei) Co., Ltd. (“‘Chabei”),
a wholly-owned subsidiary of Modern Farming, entered into a loan
agreement with a third party under the direction of local government,
pursuant to which, Chabei provided a loan of RMB8,000,000 to the
third party. The loan is unsecured and bears interest at 5.225% per
annum and would mature in 8 months. In June 2021, RMB4,000,000
was repaid and the remaining amount was extended to December
2021 pursuant to a supplemental agreement.

Trade receivables at the end of the reporting period principally
represent receivables from sales of raw milk. 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

oooooon
-30000

gooooooood

For the six months ended 30 June 2021
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12. 000000000000 OoOoog
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oOo0oo0ooooooos,ooo00000000
o000o0o000000005.225%000
0000000000020210600000
g4,00000000000000000000O
202101200

goooooooOoboOobooooooooon
oooooOooooooooocoboosoeonon
ooo

goboobO0o0oo0o0moobooboon
0000000 ooooooomobooD
oboooomooooood

30 June 31 December
2021 2020
20210 20200

60 300 120 310
RMB’000 RMB’000
ooooo ooooo
(unaudited) (audited)
oooooo ooooa
579,400 631,285
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
ooooooood

For the six months ended 30 June 2021
002021060300 0000

13. OTHER FINANCIAL ASSETS 13. 000000
30 June 31 December
2021 2020
20210 20200
60 300 120 310
RMB’000 RMB’000
goood goooad
(unaudited) (audited)
gooood ooooo
Structured bank deposits opoooooo 50,359 50,000
The balances represented short-term deposits placed within goo0oooooooooooooooon
reputable banks in the PRC with variable interest rate determined Jo00o0oo0oooooooooooooon
by reference to foreign currency exchange rate or gold price oooooooooooooog
movement. These deposits are stated at FVTPL.
14. IMPAIRMENT ASSESSMENT ON FINANCIAL 4. 00000oooooooooa
ASSETS SUBJECT TO EXPECTED CREDIT LOSS oooo
MODEL
Six months ended 30 June
gded3ocoO0OO
2021 2020
20210 20200
RMB’000 RMB’000
goood ooooag
(unaudited) (unaudited)
oooooo oooooo
Impairment loss recognised (reversed) in oooooomoomoooo
respect of
Trade receivables gooooo - (100)
Other receivables oooooo 64 90
64 (10)
The basis of determining the inputs and assumptions and the gO02021060300 00000000000
estimation techniques used in the condensed consolidated financial 0oooooooooooooooooon
statements for the six months ended 30 June 2021 are the same as 000000000020200120310000
those presented in the Group’s annual financial statements for the gooooooooooooo

year ended 31 December 2020.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
gooooooood

For the six months ended 30 June 2021
0020210603000 000

15. DERIVATIVE FINANCIAL INSTRUMENTS 5. 000000
Assets Liabilities
oo oo
30 June 31 December 30 June 31 December
2021 2020 2021 2020
20210 20200 20210 20200
60 300 120 310 60 300 1200 310
RMB’000 RMB’000 RMB’000 RMB’000
oooood ooooo goooo goooo
(unaudited) (audited) (unaudited) (audited)
oooooo goooo pOooooo googo
Interest rate swaps (Note i) goD0Dmooio - - (30,292) (52,264)
Foreign currency forward gooooao
contracts (Note ii) oo aio 7,313 11,145 (408) -
Foreign currency option gooooao
contracts (Note ii) oo aio - - (58,886) (31,074)
7,313 11,145 (89,586) (83,338)
Analysed as: ooood
Current oo 7,313 11,145 (58,605) (59,338)
Non-current ooo - - (30,981) (24,000)
7,313 11,145 (89,586) (83,338)
Notes: ooO
i Key terms of the interest rate swaps are as follows: i gooooopooooog
Nominal amount Swaps
oooo oo

At 31 December 2020 and 30 June 2021
[J 202007 1207 310 [J 2021 611 300]

US$200,000,000 From LIBOR to 0.66%—-0.945%

200,000,00000 O 0000000000 O0.66%0 0.945%

US$42,300,000 From LIBOR+1% to 1.50%~-1.90%

42,300,0000 O 000000000 +1%0 1.50%0 1.90%

HK$1,500,000,000 From HIBOR to 2.59%-2.62%

1,500,000,00001 O 0000000000 2.59%0 2.62%

The Group entered into several interest rate swap contracts with g00oo00ooOoUoOoOooOoOoOoooooooo
certain banks to hedge the risk of interest rate fluctuation arising from Jo0000o00o00o0ooooUooOooooooo
certain bank loans at floating interest rates. The fair value changes of goodoUoooooooooooooo

the swaps were presented as addition or deduction of finance costs.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
ooooooood

For the six months ended 30 June 2021
002021060300 0000

15. DERIVATIVE FINANCIAL INSTRUMENTS (Continued) 15. 000000000
Notes: (Continued) oomoo

ii. Key items of the foreign currency forward contracts and the foreign ii. 00o000o0oDoD0o0oooDoDoDoDoOoooDOo
currency option contracts are as follows:

Nominal amount Forward exchange rates

gooo oooo

At 30 June 2021

[0 20210 60 3000

HK$917,250,000 US$0.1274 to US$0.1279: HK$1

917,250,0000 O 0.12740000.22790 00100

US$117,000,000 HK$7.7680: US$1

117,000,0000 O 7.76800 00100

At 31 December 2020

[0 20200 120 3100

HK$1,230,390,000 US$0.1274 to US$0.1280: HK$1

1,230,390,00000 O 0.12740 00 0.12800 0 010 0O

Nominal amount Type Position Prices

oooo oo goooo oo

At 30 June 2021

[J20210 600 3000

US$334,300,000* Call Long RMB6.7000 to RMB6.9550: US$1

334,300,0000 O * oo oo goO0e.70000 00O 0O0O6.95500 010 0O
Put Short RMB6.7000 to RMB6.9550: US$1
oo oo 000e6.70000 000 O6.95500 0 10 O
Call Short RMB7.1000 to RMB7.3000: US$1
oo oo goO0Ov.iooo000OO0O7.300000100O

At 31 December 2020

[]202000 12(0 310

US$257,000,000* Call Long RMB6.7000 to RMB6.8790: US$1

257,000,0000 O * oo oo gOoo0erooo0 O OO O6.87900 0100
Put Short RMB6.7000 to RMB6.8790: US$1
oo oo go0Oev7ooo0 OO OO6.87900 0100
Call Short RMB7.1000 to RMB7.3000: US$1
oo oo gOoo0Ov.ioo00000O0O7.30000 0100

* These are currency call/put option portfolios. * goo0oooooOooooooo

The Group entered into several foreign currency forward contracts J000o00o0oOo00o0ooOoOoOoooooooo

and foreign currency option contracts with certain banks to hedge 0000000000 000oOo0ooOooooooo

the currency risk arising from certain of its bank loans denominated in Jodo0oo0oo0oo0ooooUooOooUooooo

US$ and HK$. The fair value changes of the foreign currency forward oooooooooooooo

contracts and the foreign currency option contracts were recognised in
other gains and losses.

iii.  The valuation techniques used in determination of fair values of the i. 0000O0OO0O0OOO0OO0OO0O0OO0O0OO0O0OO0OO0OO0O0

interest rate swaps, foreign currency forwards and foreign currency O000o0oo0oooooooo220
options are disclosed in Note 22.
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17.

NOTES TO THE CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS
gooooooood

For the six months ended 30 June 2021
0020210603000 000

TRADE AND OTHER PAYABLES l6. 000000000000 0O
The following is an analysis of trade payables by age, presented god0o0ooDODODOOO00oOoOoOoooboDoD
based on the invoice date and the analysis used by the Group’s godo0oooODoODOOoO0O0oOoOoooooDoD
management to monitor the Group’s financial position. goooooooog
30 June 31 December
2021 2020
20210 20200
60 300 120 310
RMB’000 RMB’000
opoooo ooooo
(unaudited) (audited)
oooooog ooogo
Trade payables oooooo
— within 60 days -e00 00O 446,200 610,589
— beyond 60 days but within 120 days -go0e0d0O 0120000 154,806 146,753
— beyond 120 days but within 360 days -g0120000360000 33,102 44,539
— beyond 360 days -0 03600 14,570 15,015
Bills payable (Note i) ooomooio 963 15,659
649,641 832,555
Payables for acquisition of property, plant ODO00D0O0O0ODOO 145,977 217,521
and equipment gooo
Accrued staff costs oooooo 129,898 212,269
Advanced payments from disposal of ODO00DOO0OO0oDOOo 11,458 27,093
dairy cows
Others (Note ii) Omoaio 331,474 121,348
1,268,448 1,410,786
Notes: ooo
i Bills payable are mature within twelve months from the respective i J0oood0oo0ooooooooouoooo
issuance dates. 0o
ii.. Included in the balance is an amount of RMB228,886,000, being ii. 0000000000000 bOOoO0oOOon
payments received on behalf of certain individuals during the period, 00228,8860000 000 00000OOOOO
that are not related to investing nor financing activities of the Group oooooOooOooOooOoOoOooOoDoOoOO
and the related cash flows are accordingly classified under operating 0o00oooooco0oooooo
activities in the condensed consolidated statement of cash flows.
BANK BORROWINGS 17. 0000
During the current period, the Group obtained new bank go0o0o00o0ooO0ooDoDOoDOoDOon
borrowings amounting to RMB1,785,527,000 (six months ended 30 1,785,527,000[11 0 00 20200 600 300 O O O
June 2020: RMB2,459,100,000) and repaid RMB2,420,537,000 (six OO00OoOoo2,459,100,0000@COOCOOO
months ended 30 June 2020: RMB1,772,996,000). 0 2,420,537,0000 0 O 20200 60 300 0 O O

000001,772,996,0000 [T

20210
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
ooooooood

For the six months ended 30 June 2021
002021060300 0000

17. BANK BORROWINGS (Continued) 17. 000 Oooo
As at 30 June 2021, bank borrowings are denominated in the 02021060300 0000000000DO
following currencies: oo
30 June 31 December
2021 2020
20210 20200
601 300 1200 310
RMB’000 RMB’000
ooooo ooooo
(unaudited) (audited)
gooood goooo
uss od 1,551,361 1,570,957
HK$ oo 526,850 1,031,784
RMB ooo 2,913,887 3,039,585
4,992,098 5,642,326
The bank borrowings comprised: ooooooo
30 June 31 December
2021 2020
20210 20200
60 300 120 310
RMB’000 RMB’000
ooooo ooooo
(unaudited) (audited)
gooood goooo
Fixed-rate borrowings opooo 2,282,595 2,230,939
Variable-rate borrowings opooo 2,709,503 3,411,387
4,992,098 5,642,326
The annual interest rate of the bank borrowings during the current 000000000000 O0ODO1.50%0
period ranged from 1.50% to 4.57% (six months ended 30 June 4.57%1 0 02020060300 000 0O O 0.66%
2020: 0.66% to 5.00%). 0 5.00%0
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

18. SHARE CAPITAL

gooooooood

For the six months ended 30 June 2021
0020210603000 000

oooioO0OO0OOO

18. 0O O
Number of Share
shares capital
oooo oo
’000 HK$’000
oo goo

Ordinary shares of HK$0.1 each

Authorised

At 1 January 2020 and 30 June 2020,
1 January 2021 and 30 June 2021

Issued and fully paid
At 1 January 2020 and 30 June 2020

At 1 January 2021
Issue of ordinary shares (Note)

At 30 June 2021

oo

0 20200 10 10 0O 20200

60 300 0 20210 10 10 O

20210 60 300

oooooon
0 20200 10 10 0O 20200 60 300

020210 10 10
oooomooon

0 20210 60 300

Presented as ooo

Note: On 27 January 2021, an aggregate of 650,000,000 new shares with

par value of HK$0.10 each of the Company have been placed to
certain independent third parties at the placing price of HK$2.40 per
share, resulting in an increase of the share capital of HK$65,000,000
(equivalent to approximately RMB54,223,000). An amount of
HK$1,487,200,000 (equivalent to approximately RMB1,240,622,000),
being the excess of the net proceeds from the placing of
HK$1,552,200,000 (equivalent to approximately RMB1,294,845,000)
over the par value of the new shares, was credited to share premium.
These new shares rank pari passu with other shares in issue in all
respects. The Company intends to apply the net proceeds from the
placing on infrastructure development and herd expansion, potential
mergers and acquisitions and general working capital.

10,000,000 1,000,000
6,407,635 640,764
6,458,566 645,857

650,000 65,000
7,108,566 710,857
30 June 31 December
2021 2020
20210 20200

60 300 120 310
RMB’000 RMB’000
ogoooo ooooo
(unaudited) (audited)
oooooo ogoooa
609,758 555,535

000 0202101027000 000 0 650,000,000
gooooo.io00OO0O0O0OO0OOOO0O?2.40
goooo0ooo0ooOoOooOoooO0oon
goooes5,000,0000000000000C
54,223,0000 (17 1,487,200,0000 (0 O O
go00O01,240,6220000 D 000000O0O
00001,552,200,0000 00000000
1,204,845 0000 000000000000
gbooooOoO0ooOoO0ooOoO0oOoOoOooOooOooOoo
goooo0ooo0oooOooOoooOooo
goooo0ooo0ooOoOooOoooO0noOn
Oo00ooOO0OO0oO00O0O0O0O0O0O
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
ooooooood

For the six months ended 30 June 2021
002021060300 0000

19. SHARE-BASED PAYMENTS 19. 0000000040

(@) Modern Farming Option Scheme (@ DO00D@Ooomooono

(b)

CHINA MODERN DAIRY HOLDINGS LTD.

On 31 October 2010, the Company granted to two directors
and one senior management member of Modern Farming
a total of 87,412,507 share options of the Company for nil
consideration and with an exercise price of HK$0.86 per
share (the "Management Options™) which would expire
on 29 October 2020. All of the outstanding 50,930,832
Management Options as at 1 January 2020 was exercised on
27 August 2020.

Share Award Scheme

()  Share Award Scheme |

On 9 September 2016 (the “Adoption Date 1), the
Company adopted a share award scheme (the “
Share Award Scheme 1) to motivate and award the
contribution of certain members of management and
eligible employees of the Group. Subject to any early
termination as may be determined by the Board, the
Share Award Scheme | is valid and effective for a period
of 5 years commencing on the Adoption Date |. 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.

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.

INTERIM REPORT 2021

(b)

gzo100100310 000000000
jdbomoomoooooooboobooo
opbobooosr4iz507000000
gooobobooooseOnonoDOOO
gD ogzozo0i1o00200 000000
oboooooOoooocOoocOoooooaa
20200 1010 O 0O O O 50,930,8320 O O
oooozozo008027y0 0000
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

19. 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 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.

A total number of 5,325,000 shares of Award Shares A
were vested to certain members of management during
the six months ended 30 June 2020, and the difference
of RMB3,731,000 between the RMB5,468,000 share
award reserve and RMB9,199,000 shares held under
the Share Award scheme | for the shares vested was
recognised to retained earnings.

The remaining 29,332,000 Award Shares | were granted
to the certain members of management and the eligible
employees (the “Award Shares B”), of which 21,011,000
shares were vested during 2019.

The Group recognised a share award expense of
RMB559,000 in respect of the Share Award | during the
six months ended 30 June 2020.

gooooooood

For the six months ended 30 June 2021
0020210603000 000

19. 0000000 Moo

(b 00000 oo

0]

ooooooroo

020170402100 0000100 O
035,969,0000 00D O0ODODOIM
Oo0o00oooooooooooo
goe,637,0000 000000000
oA 000000000000
ooibooooocooooooo
oooooooooo

oo0zo0200e6e0300 0000000
5,325,0000 0 0 00A00O0COCO
oooooooboobooDbo
546800000 00000OODODODO
ooobomoooong199,000
oooooOoOO0OO0OO0OO0OOo0a0o
3730000 00000000

00293320000 00000000
ooocooooooOoOomoooo
BIJ O 00 21,011,0000 O O O 2019
ooooo

oO0o0oo00O2020060300000
ooooooiocoooooboboo
0 00 559,0000 O
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For the six months ended 30 June 2021
002021060300 0000

19. 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 1I”’) 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 |
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 had 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 six months ended 30 June 2020, 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 I1”’).

(ll-i) Share Award Il-i

On 8 January 2020, a total number of 20,000,000
Award Shares Il (“Share Award II-i”’) 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 would
be vested on 21 April 2020 (the *“Award Shares
C”). The remaining Award Shares Il of 10,000,000
would be vested on 21 April 2020 with one year
lock-up period beginning from the vesting date (the
“Award Shares D”’).
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For the six months ended 30 June 2021
0020210603000 000

19. SHARE-BASED PAYMENTS (Continued) 19. 0000000 Moo

(b) Share Award Scheme (Continued) (o) OOODOOODoO
(Il) Share Award Scheme |l (Continued) (y Dooowoo

(1I-i) Share Award II-i (Continued) (-i) oooonHoo

The fair values of Award Shares C and Award
Shares D determined at the date of grant using
Asian Option Model were HK$10,993,000
(equivalent to RMB9,821,000) and HK$10,089,000
(equivalent to RMB9,013,000), respectively.

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

Grant date share price
oooooono

Strike Price

ooo

Risk-free interest rate
ooooo

Remaining restrict period
oooo

Expected volatility
oooo

Expected dividend yield
pooooo

Option value
ooooo

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

gooocoooooboOon
goooooooooooao
goooo0oOo10,993,0000
Mooooooo,.s21,00000
010,089,0000 O OOOO
0 9,013,0000 (11

gooooooocooooco
gooopbooooo

Award Shares C  Award Shares D

ooogc ooodb
HK$1.14 HK$1.14
11400 11400
HK$1.14 HK$1.14
11400 11400
2.03% 1.77%
2.03% 1.77%
0.28 1.28
0.28 1.28
30.26% 46.51%
30.26% 46.51%
0.00% 0.00%
0.00% 0.00%
HK$0.04 HK$0.13
0.040 O 0.130 0

goooooooooooao
oboooooo
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For the six months ended 30 June 2021
002021060300 0000

19. SHARE-BASED PAYMENTS (Continued) 19. 0000000 Mooo

(b) Share Award Scheme (Continued) (o) OOODOOODoO
() Share Award Scheme Il (Continued) (y oooowoo

(1I-i) Share Award II-i (Continued) (-i) oooonHoo

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
RMB18,759,000 in respect of the Share Award Il-i
during the six months ended 30 June 2020. A total
number of 19,918,802 shares of Award Shares
C and Award Shares D was vested to selected
participants during the six months ended 30 June
2020, 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.

(ll-ii) Share Award Il-ii

On 27 March 2020, a total number of 20,000,000
Award Shares Il (“Share Award ll-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 would
be vested on 21 April 2021 (the “Award Shares
E”). The remaining Award Shares Il of 10,000,000
would be vested on 21 April 2021 with one year
lock-up period beginning from the vesting date (the
“Award Shares F”).
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goobodogodoogd
For the six months ended 30 June 2021
0020210603000 000

19. SHARE-BASED PAYMENTS (Continued) 19. 0000000 Moo

(b) Share Award Scheme (Continued)
(Il) Share Award Scheme |l (Continued)
(1-ii) Share Award lI-ii (Continued)
The following table discloses movements of the

Award Shares E and Award Shares F during the
reporting period:

(b) DOOO0O oo
() 0O000Woo
(-ii) 0 0 0 0 - 0 0

goooooooeogooon
FOO0o00o0OOooooon

Outstanding Forfeited Vested Outstanding

as at during during as at

Category oo 1 January 2021 the period the period 30 June 2021
020210 020210

1010 601 3000

oooo oooo oooo oood

Award Shares E OO0O00E 9,320,000 (524,100) (8,795,900) -
Award Shares F ooooFr 9,320,000 (524,100) (8,795,900) -
18,640,000 (1,048,200) (17,591,800) -

Outstanding Granted Forfeited Outstanding

as at during during as at

Category oo 1 January 2020 the period the period 30 June 2020
0 20200 0 20200

1010 601 300

gooo oooo oooo oooo

Award Shares E ooooF - 10,000,000 (280,000) 9,720,000
Award Shares F OO0o00E - 10,000,000 (280,000) 9,720,000
- 20,000,000 (560,000) 19,440,000

The fair values of Award Shares E and Award Shares
F 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.

ooooeoooOoOorOOCOO
ooooooooooOooooa
ooOoe0100000@bOOOOOO
5,459,0000 (11 5,813,00000 (11 O0 O
000 05,281,0000 41
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For the six months ended 30 June 2021
002021060300 0000

19. SHARE-BASED PAYMENTS (Continued) 19. 0000000 Mooo

(b) Share Award Scheme (Continued) () DOOOOOgoo
(I) Share Award Scheme |l (Continued) (y Dooowoo

(II-ii) Share Award Il-ii (Continued) -i) 0 00oon-inoo

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

ooo

Risk-free interest rate
ooooo

Remaining restrict period
oooao

Expected volatility
oooo

Expected dividend yield
gooooad

Option value
ooooad

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 E and Award Shares F.

The Group recognised a share award expense of
RMB1,958,000 in respect of the Share Award l-ii
during the current period (for the six months ended
30 June 2020: RMB2,659,000). A total number of
17,591,800 shares of Award Shares E and Award
Shares F was vested to selected participants during
the current period, and the difference amount of
RMB4,418,000 between the RMB9,447,000 share
award reserve and RMB13,865,000 shares held
under the Share Award scheme Il for the shares
vested was recognised in retained earnings.

CHINA MODERN DAIRY HOLDINGS LTD. INTERIM REPORT 2021

goooooOoCcOoocOOEeo
oooorboo0oon

Award Shares E  Award Shares F

ooO0OOoE oooor
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%
0.62% 0.63%
1.07 2.07
1.07 2.07
49.34% 44.66%
49.34% 44.66%
0.00% 0.00%
0.00% 0.00%
HK$0.08 HK$0.10
0.080 O 0.100 O

goooooooooooao
oboooooo

goooooooooooao
goooooooooooao
goooooooooooao
oooooooeoooOOOFr
oboooooo

gooooooooooao
on-ioooooooooo
0 1,958,000000 0O 20200
60300 000O0O0OCOO
2,659,0000 0 00O00O0O
017,591,8000 0000EODO
goorbOO0O0OO0O0OO0O000
gooooooooe,44r,0000
goooooooooooao
oonooooodas,ses,000
goooooooooooao
44180000 00000000
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For the six months ended 30 June 2021
0020210603000 000

19. SHARE-BASED PAYMENTS (Continued) 19. 0000000 Moo

(b) Share Award Scheme (Continued) (o) OOODOOODoO

(Il) Share Award Scheme |l (Continued) (y Dooowoo

(I-iij) Share Award II-iii (i) O O 0 O 1-ifi

On 25 March 2021, a total number of 23,200,000
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, 11,600,000 Award Shares Il will be
vested on 31 March 2022 (the “Award Shares G”).
The remaining Award Shares Il of 11,600,000 will
be vested on 31 March 2022 with one year lock-up
period beginning from the vesting date (the “Award
Shares H”).

The following table discloses movements of the
Award Shares G and Award Shares H during the
reporting period:

02021030250000
23,200,0000 000 0 I 0
ooon-iibooocoooao
goooooooooooao
gooooooooooao
11,600,000000001MN10O
020220 303100 000 0O
goocmooooooan
[111,600,0000 O 0O 20220 30
3l 00000000oooOoO
000000000 0HIT

ocoooooooecoOOoOoano
oHOOOOOOOOO

Outstanding Granted Forfeited Outstanding

as at during during as at

Category oo 1 January 2021 the period the period 30 June 2021
020210 0 20210

1010 60 300

ogoood ogoood gooo gooo

Award Shares G 0ooooG - 11,600,000 (130,000) 11,470,000
Award Shares H ooooH - 11,600,000 (130,000) 11,470,000
- 23,200,000 (260,000) 22,940,000

The fair values of Award Shares G and Award
Shares H determined at the date of grant using
Asian Option Model were HK$18,394,000
(equivalent to RMB15,456,000) and HK$17,529,000
(equivalent to RMB14,730,000), respectively.

coococGcOOoOOoOdHOO
coooooooooOoOOoaon
000000000 18,394,000
OMOO0000D0DO 15,456,000
O0o17,529,0000 MmO OO
000 14,730,0000 11
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ooooooood

For the six months ended 30 June 2021
002021060300 0000

19. SHARE-BASED PAYMENTS (Continued)

(b) Share Award Scheme (Continued)
(Il) Share Award Scheme |l (Continued)
(I-iij) Share Award II-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
oooo

Expected dividend yield
oooooo

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

RMB7,057,000 in respect of the Share Award Il-iii
during the current period.
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.0000000Oooo
(b) DOOO0O oo
() 0OO0O0WoOO
(i) 0 0 0 0 N-ii 0 0

gooobOobOOoDbOOobOo0G
obooooHOOOOO

Award Shares G Award Shares H

ooogoc oooOdH
HK$1.86 HK$1.86
1.860 0 1.860 0
HK$1.86 HK$1.86
1.860 0 1.860 0O
0.09% 0.15%
0.09% 0.15%
1.02 2.02
1.02 2.02
61.88% 55.29%
61.88% 55.29%
1.30% 1.30%
1.30% 1.30%
HK$0.27 HK$0.35
0.270 O 0.350 0

gooooobOoooooo
gobooooo

goooooooooooao
goooooooooooao
ooooooooooooao
goooooocecooOOCoOH
oboooooo

gooooobOoooooo
-iio0ooooooooo
7,057,0000 O
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gooooooood

For the six months ended 30 June 2021
0020210603000 000

19. SHARE-BASED PAYMENTS (cContinued) 0. 0000000 ooo
(b) Share Award Scheme (Continued) (o) OOODOOODoO
(Il) Share Award Scheme |l (Continued) (y Dooowoo
(I-iij) Share Award II-iii (Continued) (i) O 00 0 N-ifip 0 O
The Group retained a total number of 4,420,482 goooooooooono
vesting shares (for the six months ended 30 gooo00oDOOoOOoOoooo
June 2020: 5,510,525) as a consideration of 0o000D0O0O4,420,4820 00
approximately HK$8,974,000 (equivalent to 0002020060300 00
RMB7,584,000) (for the six months ended 0005,510,5250 000
30 June 2020: HK$4,519,000 (equivalent to 08,974,000 0O OOO
RMB4,129,000)) for paying the individual income 0 7,584,0000 00 020200 6
tax on behalf of those selected participants under 0300000004,519,0000
Share Award Scheme |I. O0O0O0O004,129,00001
20. CAPITAL COMMITMENTS 20. 0000
30 June 31 December
2021 2020
20210 20200
60 300 1200 310
RMB’000 RMB’000
ogoooad ogoooaa
(unaudited) (audited)
gooood goooo
Capital expenditure contracted but not O00oo0ooOoooooooo
provided for, in respect of acquisition of oooopooooooo
property, plant and equipment 101,294 20,238
21. RELATED PARTY TRANSACTIONS 2. 00000
(2) Names and relationship with related parties are as follows: () DOOODOOOOODOOOOOO0
Mengniu A shareholder who directly and indirectly held 51.40% of the Company’s

issued share capital

oo 0000000000 0000OO51.40%0 00
Jiangyin Dairy Energy An associate of the Group
oooo oooooooo

20210000 OO0OOOOODOODODOO
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O00000O0o0gdamo
For the six months ended 30 June 2021
002021060300 0000

21. RELATED PARTY TRANSACTIONS (continued)

(b) At the end of the reporting period, the Group had the

following balances with related parties:

Amounts due from

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

Amounts due to

Jiangyin Dairy Energy
Trade payables

CHINA MODERN DAIRY HOLDINGS LTD.

oood
oooooo-ooo
coooosoonoo

oood
oooooo
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21. 0000 Oouoo

(b) OOODOODODDODODODOOODOOOOO

oo
oooo
30 June 31 December
2021 2020
20210 20200
60 300 120 310
RMB’000 RMB’000
ooooo ooooo
(unaudited) (audited)
gooood goooo
493,430 533,750
oooo
30 June 31 December
2021 2020
20210 20200
60 300 120 310
RMB’000 RMB’000
ooooo ooooo
(unaudited) (audited)
gooood goooo
1,749 1,354




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

21. RELATED PARTY TRANSACTIONS (continued)

(c) During the current period, the Group entered into the

following transactions with related parties:

oood
ooooo

Mengniu Group
Sales of raw milk

Purchases of liquid milk (Note) opooomooo

oooo
ooooooooo

Jiangyin Dairy Energy
Purchases of power and utilities

The sales prices were based on mutually agreed terms.

Note: During the six months ended 30 June 2020, the Group
purchased liquid milk of RMB10,000,000 from Mengniu Group
for donation purpose.

goobodogodoogd
For the six months ended 30 June 2021
0020210603000 000

21. 0000 Oooo

(co ODODOODODDOOOOOODODODOOO
oo

Six months ended 30 June
Og0ded3000000

2021 2020
20210 20200
RMB’000 RMB’000
goood ogoooad
(unaudited) (unaudited)

gooood gooooo
2,661,497 2,295,850

- 10,000

8,898 5,866

oooooOoooobooooo

000 002020060300000000
gooooooooOoooooao
10,000,0000 000000

20210000 OO0OOOOODOODODOO
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ooooooood

For the six months ended 30 June 2021
002021060300 0000

21. RELATED PARTY TRANSACTIONS (continued) 21. 0000 Oooo

(d) Other borrowings (d OOono

CHINA MODERN DAIRY HOLDINGS LTD.

During the six months ended 30 June 2020, the Group entered
into the following transactions with related parties:

goo0zozo06e0300 000000000
gooooooooo

As at Raised Repayment As at
1 January during during 30 June
Category oo 2020 the period the period 2020
0 20200 0 20200
1010 oooo oooo 60 300
RMB’000 RMB’000 RMB’000 RMB’000
ooooo ooooo ooood ogoood
Mengniu Entrusted gooooo
Loan (Note) oooo 1,001,330 6,818 (1,008,148) -

Note: The Group entered into several entrusted loan agreements
with Mengniu Group and Agricultural Bank of China (*“ABC”)
since 2017, pursuant to which, Mengniu Group provided loans
to the Group through ABC. All the borrowings had been fully
repaid during the six months ended 30 June 2020. The Group
recognised interest expense of RMB6,818,000 for the six months
ended 30 June 2020.

(e) Compensation of key management personnel

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

o0 oooozoivooooooOooooo
00Oooo0oo0oo0oOoooooono
ooo0oO0oo0OO0oO0OO0OO0OO0OO0O0O0o0O00
ooo0o0O0oOoooOoO0OO0OO0Oo0Ooao?2o020
ged3onOoooooOooOooOooOono
0000000000 2020060300
oo0ooO0oO0ooo0ooo00one,818,000
oo

() 00DOODOOOO

gbooooooooboobobooao
oo

Six months ended 30 June
oO0ed3000000

2021 2020

20210 20200

RMB’000 RMB’000

ooooo ooooo

(unaudited) (unaudited)
oooooo oooooo

Salaries and other benefits ooooooo 4,215 4,726

Recognition of equity-settled shareaward OO 000000 O0COO0OO

payments oo 3,209 9,707
Retirement benefits scheme contributions OOOOOO0OO 233 296
7,657 14,729
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

22. FAIR VALUE MEASUREMENTS

Fair value of the Group’s biological assets, financial
assets and financial liabilities that are measured at
fair value or fair value less cost to sell on a recurring
basis

The Group’s biological assets are measured at fair value less
costs to sell, other financial assets, equity investments at FVTOCI
and derivative financial instruments are measured at fair value
at the end of each reporting period. The following table gives
information about how the fair values of these assets and liabilities
are determined (in particular, the valuation technique(s) and inputs
used), as well as the level of the fair value hierarchy into which the
fair value measurements are categorized (levels 1 to 3) based on
the degree to which the inputs to the fair value measurements is
observable.

Fair value hierarchy

Fair value as at

goobodogodoogd
For the six months ended 30 June 2021
0020210603000 000

22. 00000

gooooooboooobboogo
gboboooobooboboobooo
goboooooon

goooooooOboOobOooooooooon
goooooooOboOobOooooooooon
gooooooOoObOO0O00oooooooDn
goooooooODOOO000o0ooooooDOD
goooooooObOOO000o0oooooDoD
gooooooooooooooooao
odooobo0oooOoOoocoOooooOOdo
oooomooo

goboon

Fair value as at  Fair value

Assets/(liabilities) oomooo 30 June 2021 31 December 2020 hierarchy
020210 0 20200
60 300 120 310
oooo OooO0 0Ooooo
RMB’000 RMB’000
goood goood
(unaudited) (audited)
gooood agoooo
Biological assets gooo 7,083,939 7,101,243 level 3
ooo
Derivative financial instruments gooood
— Foreign currency forward contracts -go0oooo 7,313 11,145 level 2
oono
Other financial assets gooood
— Structured bank deposits -0o0p0OoooDOg 50,359 50,000 level 2
aooo
Equity instruments at FVTOCI Ooooooooao
ooooooo
— Unquoted equity investments -gopoooog 3,980 5,080 level 3
ooo
Derivative financial instruments gooood
— Interest rate swaps -ooog (30,292) (52,264) level 2
oono
— Foreign currency forward contracts -0oooo (408) - level 2
0 ooo
— Foreign currency option contracts -0o0ooooo (58,886) (31,074) level 2
ooo

20210000 OO0OOOOODOODODOO
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ooooooood

For the six months ended 30 June 2021
002021060300 0000

22. FAIR VALUE MEASUREMENTS (continued) 22. 0000 Oooo
Valuation techniques used in fair value measurements Oo0o0ooooooooa
The following table shows the valuation techniques used in goodooooooOOoooooooooon
measuring Level 2 and 3 fair values, as well as the significant 00o0oOooOoz2021060300 00000
unobservable inputs used in the valuation models as at 30 June jooooooooooog
2021:

Inter-relationship between
significant unobservable inputs

Type Valuation technique Significant unobservable inputs and fair value measurements
ooooooooooo
oo oooo oooooooood OOO00O0OoooooOoo
Foreign currency forwards  Discounted cash flow N/A N/A
contracts 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.
gooooo gooood god god

gojjdddooooomooono
gododdddodOoOomooooo
gooooobooooooooon

oooooo
Foreign currency options  Garman-Kohlhagen model N/A N/A
contracts
oooooo Garman-Kohlhagen( O 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.
oooo oooooo ood ooo

OoO00o0ooooOo0Ooomoooo
Oo0O000ooOoO0mooooooo
O00O00O0oO00OOoOO0OOoOooOon
oo
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

22. FAIR VALUE MEASUREMENTS (continued)

Valuation techniques used in fair value
measurements (Continued)

gooooooood

For the six months ended 30 June 2021

002021060300 0000

22. 0000 0ooo

oooooobobobobbOOooo

Inter-relationship between
significant unobservable inputs

Type Valuation technique Significant unobservable inputs and fair value measurements
ooooooooooo
oo 0ooo oooooooood 00O000O0OooooOoo
Structured bank deposits  Discounted cash flow N/A
Future cash flows are estimated based
on forward exchange rates or gold price,
discounted at a rate that reflects
the credit risk of various counterparties.
0oooooo 0ooooo ooo
gooooobbooooooooon
goo0ooobobooooooooon
gooo
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.
0o0o0oooo ooo 000000OCO0O0OOODOOOCOO OOOO0OOOO0OO0OO0OO00O0O0O00O

Heifers and calves

oooooo

oooooOoooOooooon

oooooooOOCcOoOnO

The fair value of 14 months old heifers Average local market selling prices of the An increase in the estimated local market

is determined by reference to the local
market selling price.

1400000000000000C0CO
ooooo

heifers of 14 months old were estimated
at RMB20,500 per head at 30 June 2021
(31 December 2020: RMB20,500).

02021060300014000000
oooooOooOoOCcOoOOOOOO
0 20,5000 20200 120 310000 O

selling price used would result in a
smaller percentage increase in the fair
value measurement of the heifers and
calves, and vice versa.
oOoooOooOOoOOooOooOoo
ooooo0O0OOO0O0OOOoOoOoO
ooooooo
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ooooooood

For the six months ended 30 June 2021
002021060300 0000

22. FAIR VALUE MEASUREMENTS (continued)

Valuation techniques used in fair value
measurements (Continued)

Type

oo

Valuation technique

oooco

22. 0000 0ooo

ooooooboobobbOOooo

Significant unobservable inputs

oooooooooo

Inter-relationship between
significant unobservable inputs
and fair value measurements
ooooooooooo
00O000O0OooooOoo

Heifers and calves
(Continued)

ooooomoo

CHINA MODERN DAIRY HOLDINGS LTD.

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
O00000O000OO00OOOOOOO
000000000000140000
gooooobboooobooooon
goboo0oooboboboo140000
go0o0o0oboooooooooon
00010000000000000
gooooobooooooooon
jodooooooooo

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 RMB18,556 at 30 June 2021 (31
December 2020: RMB17,463); average
estimated feeding costs per head plus
margin that would normally be required
by a raiser for heifers older than 14
months old are RMB18,725 at 30 June
2021 (31 December 2020: RMB17,694).

020210603000000140000
ooooOooOooOOOOCOOOO
oboooOoOoOOOOoOOOOO
18,556001120200 1203100000
17,4630 0202106030000 0
01400000000000CD000O
goooooobOOOOoOOOOoO
0018,725(1020200 120310000
017,6940 0
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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.

ooooOo0O0O0O00OO00000O
ooooooDOCcO00014000
uobooooOOoooDOOOooOoOn
ooooobooon
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gooooooood

For the six months ended 30 June 2021

22. FAIR VALUE MEASUREMENTS (continued)

Valuation techniques used in fair value
measurements (Continued)

Type

oo

Valuation technique

oooco

002021060300 0000

22. 0000 0ooo

oooooobobobobbOOooo

Significant unobservable inputs

oooooooooo

Inter-relationship between
significant unobservable inputs
and fair value measurements
ooooooooooo
00O000O0OooooOoo

Milkable cows

oo

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.

obooooO0ooooboooOoomo
ooooooobO0oooDO000O0D
omoao

The estimated feed costs per kg of raw
milk used in the valuation process are
ranged from RMB2.13 to RMB2.27 for
the six months ended 30 June 2021
(for the year ended 2020: RMB1.91 to
RMB2.05), based on the historical average
feed costs per kg of raw milk after taking
into consideration of inflation.
002021060300 00000000
ooboDooobOoOOoooOboOoOOoOn
00000213000002.27000
020200 00001.91000002.05
0DOoOooooO00OooooooOon
0000000DOOOOO

A milkable cow could have as many as
six lactation cycles. Estimated average
daily milk yield at each lactation cycle
is ranged from 29.1 kg to 31.3 kg for
the six months ended 30 June 2021 (for
the year ended 2020: 29.1kg to 31.3
kg), depending on the number of the
lactation cycles and the individual physical
condition.
00000000000 20210 60 30
gobooobObOoOoooboOooon
0000029.100031.30000
20200 0291000313000 000
godoooopooooooo

20210000

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.

O0DO000000000000000
oooooooOoOoOoOoOooOo0on
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.

ooooOoo0OCocOO00OO000000
ooooooobOoooO0OO0Ooon
gooo

o0ooDOoDOo0O0ob0Do
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For the six months ended 30 June 2021
002021060300 0000

22. FAIR VALUE MEASUREMENTS (continued) 22. 0000 0ooo

Valuation techniques used in fair value 000000oo0oooo0dOooo

measurements (Continued)

Type Valuation technique

oo oooco

Significant unobservable inputs

oooooooooo

Inter-relationship between
significant unobservable inputs
and fair value measurements
ooooooooooo
00O000O0OooooOoo

Milkable cows (Continued)

owoog

CHINA MODERN DAIRY HOLDINGS LTD.

Estimated local future market price for
raw milk is ranged from RMB4.48 per
kg to RMB4.73 per kg at 30 June 2021
(31 December 2020: RMB4.21 per kg to
RMB4.52 per kg).
02021060300000000000
000000000004480000
04.73[1120200 12031000000
00421000004.5200

Discount rate for estimated future cash
flow used is 12.7% at 30 June 2021 (31
December 2020: 12.5%).

02021060300000000000
000000012.7%120200 120 31
00 12.5%0
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An increase in the estimated average
selling price of raw milk used would
result in a much higher percentage
increase in the fair value measurement of
the milkable cows, and vice versa.
000000O000000O00OO0OO
0000000000000000OO
ooo

An increase in the estimated discount
rate used would result in a slightly smaller
percentage decrease in the fair value
measurement of the milkable cows, and
vice versa.
000000O000000O00O0OO
O0O0000O0OooOOoOooooon
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gooooooood

For the six months ended 30 June 2021
0020210603000 000

22. FAIR VALUE MEASUREMENTS (continued) 22. 0000 0ooo

Reconciliation of Level 3 fair value measurements of Oo0o00O0OO0OO0OO0OO0OO0oO0oOooOooooa

gobboooboboooobbn

biological assets and equity instruments at FVTOCI

Equity Heifers,

instruments calves and

at FVTOCI milkable cows

oooooo

oooooo oooo

ooooo ooooo

RMB’000 RMB’000

goood goooad

Balance at 1 January 2020 (audited) 020200 10100000000 3,959 7,459,359
Total gains in OCI Oo0oooooooooo 3,935 -
Feeding cost oooo - 652,708
Decrease due to disposal opoooooono - (306,632)

Loss arising from changes in fair value less ooDooDoooDooooooo
costs to sell of dairy cows ooo - (448,749)
At 30 June 2020 (unaudited) 020200603000 0000 7,894 7,356,686
Balance at 1 January 2021 (audited) 0202101010 0000000 5,080 7,101,243
Total loss in OCI oooooooooooo (1,200) -
Feeding cost oDooo - 746,292
Decrease due to disposal opoooDoooo - (357,804)
Loss arising from changes in fair value less ooDo0oDoDOooDOooDoOooo

costs to sell of dairy cows ooo - (405,792)
At 30 June 2021 (unaudited) 020210603000 0000 3,980 7,083,939

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

basis

The Directors consider that the carrying amounts of financial assets
and financial liabilities measured at amortised cost in the condensed
consolidated financial statements approximate their fair values.
Such fair values have been determined in accordance with general

accepted pricing model based on discounted cash flow analysis.

oooooooboooobboogoo
ooooooboooo

gooooOooOooOoooOoOoooOoOoon
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goooooooooooooooooon
obooooboooooo

20210000 OO0OOOOODOODODOO



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
ooooooood

For the six months ended 30 June 2021
002021060300 0000

23. COMPARATIVE AMOUNTS 23. 0000
Certain comparative figures have been combined and presented to g0ooooOoOooOoOooOooooooooo
conform with current period’s presentation. oo

24. EVENTS AFTER THE REPORTING PERIOD 24. 000000Od

The Group had the following significant events after the reporting goo0ooboOOooOboOoooOoooooo

period:

(@ On 7 July 2021, the Company entered into a subscription (@ 0202107070000 0000O20260
agreement in connection with the issue of US$500,000,000 0 00 500,000,0000 00 00O2.125%
bonds at a fixed interest rate of 2.125% due in 2026 (the 00dnooOoooooooooooo
“Bonds”). The Company intends to use the net proceeds goopoooooDoooooooooo
of the Bonds issue for refinancing and general corporate dooooooooDoooooooao
purposes. The listing of, and dealing in, the Bonds became 2021070150000

effective on 15 July 2021.

(b) The Acquisition as disclosed in Note 12 was completed in July (b) ODD120000000D0O0O0OZ2021070
2021. ooo
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China Modern Dairy Holdings Ltd.
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(Incorporated in the Cayman Islands with limited liability)
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Stock Code B L5% : 1117
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