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Corporate Profile

China Foods Limited (the “Company”) is a subsidiary of COFCO
Corporation (“COFCQ”) and listed on the main board of The Stock
Exchange of Hong Kong Limited (Stock Code: 00506). The primary
business of the Company includes wines, beverages, kitchen foods
and confectionery. The Company is committed to providing consumers
with nutritious, healthy, delicious and quality food. Currently, the
Company’s product portfolio includes a number of well-known
brands, such as “Greatwall” wine, “f&F&FS” consumer-pack edible oil,
“Le conté” chocolate and “FA £ ” Shaoxing rice wine. As a strategic
partner of The Coca-Cola Company in the People’s Republic of China
(“China” or the “PRC”), the Company also bottles and distributes Coca-
Cola beverages.
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MAN AGEMENT MESSAGES
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CHINA FOODS LIMITED
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We are pleased with our interim results with a significant growth
in segment results of the Kitchen Foods business due to the
benefit of operating leverage as a result of expansion in business
scale, with stable growth in segment results of the Beverages
business due to the strong growth in business scale, the
effective cost management and expense control, and with the
recovery growth in segment results of the Wines business after
the strategic restructuring of its sales and distribution model last
year.

We are continually optimizing our food safety risk management
systems which provide us with an unparalleled advantage in
consumer confidence and trust in our branded consumer foods
businesses.

We are focusing on our work theme of “advance through reform,
teamwork for win-win”. The Company’s new management team
clearly identified two major drivers for future growth as organic
growth and external expansion, supported by the strategic
development of four core competencies which are product
innovation, brand building, sales network building and supply
chain management. Also, efforts have been made to optimize
organizational structure to strengthen management systems

and to build a professional team.

We are winning in the product competitiveness, market place,
channel management and profitability in both of the Kitchen
Foods business and the Beverages business, with notable
growths in both of sales volume and sales revenue, gaining
market share of product categories by volume and by value,
continuing to increase the numbers of retail points of sale and
distributors under our coverage and encouraging growth in
segment results.

We are winning in the product mix enhancement and
profitability of the Wines business, with nearly half of its sales
revenue attributable to medium- to high-end and high-end
product types.

Interim Report 2011

BAMAEMHENFHERE  RE
REFERBEBRTEGHRENSE
ERTMaBEDBEEANRER
BREBNEBRERERDER
BRAKAE IR R BRI P B2
BIREERMEEXRBEFNEHER
B SRR D R A LR IREN
B e

BMTEERmZ2RABERR
5 AP mEEERREBEHE
EEOREBRIEHREE S -8
B -

BT EERBERBEER [ Ehsk
EoOWMOERIWIEEE BRTE
AR RIMNER AR M - BFET
RAEIMEARZLHES N - EmelE -
MRS - BHEBEESRHEEE
BRERRR - BBBCEABER
TEER R R A4 BhER

BB B R M KR E 5K
MRFAEMS - MGl - REEE

BN NEMNES  BRNIFERIHE
WAHBELER  mEMSHENRE

FIHEMBYBES /E'Efﬁ’]i%ﬁ
EHBELKHEREFPREREIE
Ko NBEEN D ERES -

BRI BIEBERRFEMAS IR
THEBMEES » KL —FHERAK
BN & = mER BE o



We have granted the second batch of share options to senior
management as a further incentive. This can help drive the
sustainable growth of the Company’s business scale and
profitability.

We have defined selection criteria for acquisition targets under
our external expansion plans. We are actively seeking potential
opportunities under these selection criteria during the six
months ended 30 June 2011 (the “interim period”).

Our goal is to develop the Company as a large scale downstream
consumer foods player. To achieve this goal, we plan to replace
the existing decentralized sales organization structure managed
by individual business units with a highly coordinated, centrally
managed regional operational platform organization structure
through a centralized back-office with differentiated front-
desks covering the entire China market. This strategic move will
further streamline existing operations and help realize synergies
across different businesses. Key preparations for this have been
initiated during the interim period.

Last but not least, we are aiming to surpass average industry
growth, to gain market share and to maintain strong growth
momentum as a return to our shareholders.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Offer nutritious, healthy,
delicious and quality food
and realize maximum value
for customers, shareholders
and employees

EHLE 2 EHROE

BRMm BREP  IKIRHM
B TITHEEZAL

Luan Xiuju 5%
Managing Director B FAZ4EIE
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Management Discussion and Analysis

HEADQUARTER LEVEL

Leveraging on COFCO group’s complete value chain strategic
business model, the Company has clearly positioned itself as a
large scale downstream branded consumer foods player with a key
responsibility to create demand pull for the entire upstream value
chain. Our aim is to become a leading branded consumer foods
conglomerate in China of international standard. Together with the
continuing optimization of our food safety risk management system,
we are well positioned to deliver safe, reliable and healthy foods to the
consumers.

As a company controlled by a state-owned enterprise, our mission
is to ensure food safety and deliver nutritious and healthy foods.
The Company places great emphasis on food safety and strives to
establish a comprehensive risk management system through internal
and external preventive measures. As the DEHP contamination
scandal unfolded during the interim period, the Company promptly
established a special team and conducted thorough inspections
on all product formulations and workflow processes, sent samples
of products and packaging materials for inspections by third party
laboratories and accepted inspections by government organizations.
No DEHP was detected. Meanwhile, we have strengthened food
safety risk management via the inspections of our suppliers’ product
formulations and production processes. Up to present, our additive
and packaging materials suppliers are in compliance with the national
standards according to relevant inspection reports.
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During the interim period, the Company’s new management
team focused on the work theme of “advance through reform,
teamwork for win-win” and identified two major drivers for future
growth as organic growth and external expansion, supported by the
strategic development of four core competencies which are product
innovation, brand building, sales network building and supply
chain management. Together with the optimization of organization
structure, improvement of management systems and strengthening

Management Discussion and Analysis
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of team building, we have achieved solid overall performance

compared to first half of last year as follows:

Revenue Growth: reached HK$13,482 million, up 59.7%.

Gross Profit Growth: reached HK$3,187 million, up 39.1%.

Operating Profit* Growth: reached HK$557 million, up 75.2%.

EBITDAAN Growth: reached HK$814 million, up 50.8%.

Bottom Line* Growth: reached HK$315 million, up 76.5%.

Basic Earnings Per Share Growth: reached HK11.29 cents, up
HK4.89 cents.

Operating Profit of the Company and its subsidiaries (together the “Group”)
represents the aggregation of segment results less corporate and other unallocated
expenses.

EBITDA represents earnings before finance cost, income tax expense,
depreciation, amortization of other intangible assets, recognition of prepaid land
premiums and share of profits of associates.

Bottom Line represents the profit attributable to owners of the parent.

With respect to realising organic growth, the Company has
confirmed the direction for existing business development and
adopted the “Five Wins” benchmarking indicators to achieve
healthy growth through products, brands, networks, systems
and profits.

Winning in Profits

o Improve earnings ability of each business
o Increase scale and enhance profitability
° Increase investment returns to shareholders
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Management Discussion and Analysis
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CHINA FOODS LIMITED

Winning in Products

° Develop core products and enhance product competitiveness
e  Ensure food safety
° Enhance product innovation ability

Winning in Brands

e  (larify brand positioning
e  Strengthen brand influence
° Improve the market position of product categories

Winning in Networks

° Increase distribution network coverage
° Improve retail execution ability
° Realize win-win with customers

Winning in Systems

e Enhance efficiency of operational systems

° Reduce operational risks in management systems

° Improve organization structure and human resources
system

With respect to external expansion, the Company has defined
selection criteria for acquisition targets including industry scale,
rapid growth, high profit margins, low concentration and similar
business model to the existing businesses of the Company.

Steps taken to improve the Company’s core competencies
include:

Product Innovation

A unified new product research and development process
has been formulated to help realize resources sharing among
the business units. Training has been conducted to increase
the chances of success in new product launch and drive our
business development.

Brand Building

To improve continuously our brand management by adopting
measures including centralized purchasing of media resources
and third-party research reports, unified brand and product
management processes, joint marketing campaigns and
information sharing between working partners to create a
consumer-oriented brand management culture and to enhance
the influence of our product brands.

Interim Report 2011
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VI.

Management Discussion and Analysis

Sales Network Building

For off-trade channels, we launched joint promotional activities
with chain stores to enhance efficiency. For on-trade channels,
we established a professional team to leverage the competitive
advantages across different business units. For group purchase
channels, product lines for group purchases have been defined
and a unified settlement and service platform was established to
drive sales. A strategic distributors committee has also been set
up to enhance cooperation with our distributors.

Supply Chain Management

To ensure product quality, product safety and production safety,
we have formulated a unified set of requirements for quality
management systems and engaged reputable third-party audit
agencies to perform reviews. The Company’s OEM factory
certification and management standards have been issued and
implemented to enable the management of the entire OEM
subcontracting process. Key projects were actively managed to
ensure smooth execution.

In respect of organizational structure, the Company has planned
and designed a centrally managed regional operational platform
organization structure to be managed by professional functional
groups after considering existing conditions and future business
development needs. We aim to realize a “multi-category and
multi-brand operational platform” through a centralized back-
office with differentiated front-desks.

In respect of management system optimization, continuing
efforts have been made to improve the Company’s operational
management processes, develop management tools, reduce
operational risk and enhance operational efficiency.

In respect of talent development, we have provided leadership
training for our management staff, and focused on a culture
which emphasizes professionalism, dedication and passion,
with a view to improve overall productivity.

During the interim period, the Company has granted the second
batch of share options to the senior management team as a further
incentive. This can help drive sustainable growth in the Company’s
business scale and profitability. We aim to become market leaders of
our product categories and continuously achieve outstanding results
as a return to our shareholders.
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Management Discussion and Analysis

BEVERAGES BUSINESS

The Group’s COFCO Coca-Cola beverages bottling group is engaged
in the bottling production and sale and distribution of Coca-Cola
sparkling beverages, as well as the sale and distribution of Coca-Cola
still beverages, such as juices, juice milk, tea and water, in sixteen
provinces, cities and autonomous regions in the PRC under franchise
agreements with The Coca-Cola Company.

During the interim period, we succeeded in the following key tasks:

1.  Winning in Products

Compared to the corresponding period of last year, our
beverages business recorded sales revenue of approximately
HK$5,313 million, an increase of approximately 34.4%; sales
volume reached approximately 303.7 million unit cases, up
18.2% during the interim period. Strong growth momentum in
sales revenue and sales volume was mainly attributable to the
lower comparative figures with lower growth in sales volume
recorded during the first four months of last year as a result of
unusually cold weather.

In respect of food safety, we closely follow strict quality
standards established by The Coca-Cola Company within
our beverages business, focusing on enhancement of the
quality of work at our product quality control departments and
strengthening the monitoring and inspection of our production
run. Notwithstanding the outbreak of the DEHP contamination
scandal during the interim period, all products of our beverages
business have passed the inspection by the State Administration
of Quality Supervision.
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Management Discussion and Analysis
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2. Winning in Brands

According to market research conducted by AC Nielsen at the
end of June 2011, Coca-Cola sparkling beverages and Minute
Maid juices brand recorded significant growth in volume so
that market share improved by 1.4 and 1.2 percentage points
respectively, which continue to stay ahead of their respective
competitors and maintain a No.1 ranking in the market share
of their respective categories within the franchised territories of
our bottling group. To accelerate the growth momentum and
diversify the product types in the Minute Maid juice category,
the beverages business has focused on the development of the
Minute Maid Refreshing Pulpy Grape flavor. To explore the new
category of premium vitamin water, pilot projects for the sale
of Glacéau Vitamin Water have been launched in Beijing and

Qingdao.

In respect of marketing, the sales volume of sparkling beverages
has been boosted by the “JB8& % - BEEH " free—drink
promotional campaign, which has successfully turned
consumers’ brand preference to their desire to purchase.
Moreover, the “ZE E # & fh Bl A Z )& % T " basketball-
sponsorship campaign was launched to link Sprite brand and
basketball game for the first time in China, which was well-
received among young consumers. As for still beverages, we
launched the “RALHE + Z4mF " internet-blog campaign
to create a 360° above-the-line and below-the-line two-way
interactive platform for communication with our consumers. In
coordination with these marketing strategies, we will continue
our work on effective merchandising campaigns and product

promotions at points of sale.

3. Winning in Networks

With respect to sales and distribution network optimization,
during the interim period, we continued to develop rural markets
and applied different combinations of sales models for different
markets depending on market maturity. In rural markets, we
carefully chose business partners with capability to expand our
retail outlet coverage in these markets. In urban markets, we
continued to foster strategic partnerships with our key account
customers with a view to establishing long-term, stable and
strategic business relationships with major regional customers
in order to develop an information sharing platform, joint

information analysis mechanism and joint business plans.

CHINA FOODS LIMITED  Interim Report 2011
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Management Discussion and Analysis

Winning in Systems

As to system building, we have been taking measures to
promote and then expand the coverage of the “Mobile Customer
Management System” (“MCM System”), as it can improve
discipline and quality of site visits to customers by our sales
representatives while enhancing efficiency. Meanwhile, we have
commenced our research and development of “E3S Electronic
Receipt and Payment Platform Project” with a view to providing
our customers with one-stop delivery, receipt and payment
services through mobile technologies and electronic payment
platform to improve efficiency in settlement and reduce
operational risks. During the interim period, our internal audit
work was completed as planned, with the risks found during
previous audits all being addressed as required. With respect to
human resources function, we have completed the evaluation
of our senior management talent databank by way of a sand
table simulation, which has helped us to select key personnel
for future development. Customized development plans will be
implemented in accordance with the results of the evaluation.

In respect of production capacity expansion, a PET production
line newly built in our Gansu plant during the interim period will
increase our annual capacity by 6.9 million unit cases. We are
planning to add new production lines in our Hunan, Shandong
and Hebei plants in order to help expand our sales coverage
area and improve our operational efficiency. Currently, our
annual sparkling beverages bottling capacity is approximately
600 million unit cases, a moderate increase compared with
December 2010.

Winning in Profits

As the result of effective merchandising campaigns and
implementation of product promotions at points of sale, sales
volume was significantly boosted during the interim period.
Together with the moderate increase in unit selling price and
improved product category management, we were able to
partially pass through pressure from rising costs of key raw
materials. To cope with the pressure of rising raw material
costs under our cost management measures, we also applied
diversified procurement strategies such as locking in the key raw
material costs in advance with suppliers, using more light-weight
packaging materials and strengthening budget management
and improving cost efficiency. Segment results stood at
approximately HK$274.9 million, an increase of 29.6%.

Notwithstanding the cost of raw materials is expected to remain
at a high level in the second half of current year, we will try
reducing the negative impact of the rising raw material costs by
having sensitive pricing strategy, functioning together with cost
management measures. Should there be any chance of short-
term downward correction in the key raw material costs, we will
promptly seize the opportunity to lock in the key raw material
costs.
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Management Discussion and Analysis

WINES BUSINESS

The Group’s wines business is principally engaged in the production,
marketing and sale of wines under the “&3¥”, “Greatwall”,
“Greatwall Chateau Sungod” and “Chateau Junding” brands, in
addition to importing wine and the production and marketing of yellow
rice wine. The business is vertically integrated, encompassing the
management of vineyards, wine-making, marketing and sales, brand
management and development. Following the acquisition of a Chilean
vineyard and winery last year, the Group successfully acquired
Chateau de Viaud in Bordeaux, France, during the interim period. We
are actively seeking potential acquisition opportunities in the United
States, Australia, Spain and other regions as sources of good quality
and competitively priced wine for importation into China. Together
with three existing wineries and two chateaux in Yantai, Shacheng
and Changli, the Group is well positioned to develop a “Greatwall
Global Chateaux Cluster (3 2 BB AS)” led by Greatwall Chateau
Sungod to continuously gain market share in the high-end chateau
wine market segment.
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During the interim period, we succeeded in the following key tasks:

1.

Winning in Products

Our wines business further improved and optimized its
product mix strategy to create the concept of a “Greatwall
Global Chateaux Cluster (3 2BEIEEE)” led by the high-
end Greatwall Chateau Sungod. We have positioned Greatwall
Chateau Sungod as the wine for state banquets as well as the
“Wine of our Nation” in order to occupy the high-end market. To
commemorate the 90th anniversary of the Chinese Communist
Party and to further consolidate our brand positioning as the
“Honor and Pride of our Nation”, we have launched a Greatwall
Chateau Sungod Limited Edition Wine for Chinese Communist
Party’s 90th Anniversary (F¥ 5T /HBHEE 90 B TR 24T
2UB). In respect of medium- to high-end products, we have
launched our new “Greatwall Terroir” wine series with a core
brand positioning which emphasizes exquisite wines selected
from the finest wine regions in the world. Greatwall Terroir
wine series was rapidly launched through nine trade fairs and
sales promotion seminars. At the same time, we have further
consolidated and eliminated medium- to low-end stock keeping
units to help further enhance the brand image of “Greatwall”. At
present, approximately half of our sales revenue of “Greatwall”
wines is attributable to the high-end and medium- to high-end
series.

Last year, the wines business was actively involved in the
strategic restructuring of its sales and distribution model, and
continuously enhanced its brand marketing and product mix by
focusing on the high-end and medium- to high-end products.
During the interim period, as the new sales and distribution model
underwent further refinements, sales volume decreased by 9.1%
to approximately 47,000 tons compared to the first half of last
year. The decrease in volume was also due to the comparatively
higher proportion of low-end wines sold during last year under the
old distribution model. Nevertheless, sales volume is expected to
further recover in the second half of this year.

With regard to increase the business scale, the sales revenue
of our high-end Greatwall Chateau Sungod nearly doubled as
compared to the first half of last year. Our high-end Chateau
Junding, which conducted an ongoing promotion and marketing
campaign, recorded an increase of approximately 1.25 times
in sales revenue compared to the first half of last year. The
newly introduced medium- to high-end Greatwall Terroir
series conducted product launch campaigns in major cities
and achieved a successful start. Attributable to the strong
momentum in turnover growth, the average unit selling price
recorded a year-on-year growth of approximately 30%. Total
sales revenue stood at approximately HK$1,753 million, up
20.4% compared to the first half of last year.
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Management Discussion and Analysis

With regard to the improvement of the quality of the raw
materials and the assurance of food safety, our wines business
is committed to increase the ratio of grape supply from self-
owned and cooperative vineyards. At present, approximately
63% of our grape supply comes from self-owned and
cooperative vineyards.

Winning in Brands

During the interim period, while the new sales and distribution
model has been subjected to on-going refinement, sales
volume decreased by 9.1%. As a result, according to a market
research conducted by AC Nielsen at the end of June 2011,
the “Greatwall” brand recorded a decline in market share by
volume of 1.7 percentage points, but still stayed ahead of its key
competitor by a material margin and continued to maintain its
No.1 ranking.

The image of Greatwall Chateau Sungod wine, as the “Wine
of our Nation”, has been further consolidated by its presence
at the National People’s Congresses and the Chinese People’s
Political Consultative Conference. Once again, Greatwall
Chateau Sungod has been selected as the only official wine
for the Boao Forum for Asia. Uncompromising efforts have
been made to promote our high-end and quality image of
“Official Wine at State Banquets” and “Wine of our Nation”
by comprehensive and continuous advertising campaigns on
CCTV, advertisements at key areas in airports and high-end
consumer magazines to maintain communication with our core
consumer group. Regarding the Greatwall Terroir wine series,
our product launch activities in all major cities have been
carried out by way of promotional and marketing campaigns
covering all communication channels including advertisements,
newspaper reporting, public relations activities, promotions
campaigns, outlets marketing, direct marketing (free trial) and
gift packaging. Through a 360° above-the-line and below-the-
line integrated marketing communications strategy, we have
successfully promoted our core message of “exquisite wines
selected from the finest wine regions in the world” to our key
consumer group.
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3. Winning in Networks

Our wines business currently has approximately 900 first-tier
distributors. Sales revenue from our 10 largest distributors
declined from 34% in the whole last year to 28% during the
interim period this year. We will continue to adopt a refined and
flattened distribution systems, strengthen controls for the use of
brand and marketing resources, rationalize price strategies and
explore market expansion within the system. Moreover, channel
management and the evaluation and tracking of retail points of
sale has been strengthened with the introduction of third-party
inspections to perform quick tracking of market performance at
retail points of sale. Execution at retail points of sale has been
enhanced and facilitated by sophisticated, quantitative channel
management methods. The wines business and our central
sales operation department jointly formed a wines business
route-to-market project team to focus on optimizing channel
structure and to gain greater control over the use of distribution
resources through continuous improvements in sales model,
distribution network, segregation of responsibilities, organization
structure and sales policy management, with a view to enhance
sales performance at terminal points of sales. Regarding
untapped market expansion, continuous efforts will be made
to explore special channels such as tobacco and wine shops
and group purchases. The consumption of our wines at
official government functions will also be further promoted to
government officials at all levels. Meanwhile, we will expand our
sales team and strengthen its management to further enhance

our business development.

4. Winning in Systems

Under the new sales and distribution model and with regard to
the improvement of our sales organization, we are continuing
to set up regional sales offices and to improve our sales team
by focusing on the currently untapped markets in order to
promptly capture market share. Our regional sales offices will
be further sub-divided to progressively refine our sales efforts in
the regions where our wines are currently distributed. A special
channels department, a key accounts department and a sales
and operation department were set up within our wines business
unit to better serve our customers. The appropriate deployment
of our sales force within our integrated sales platform enabled us

to ensure the proper execution of our sales objectives.
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Management Discussion and Analysis

In respect of the supply chain, our production bases in Ningxia
and Xinjiang are under construction. Bottling capacity at the
Ningxia plant will be approximately 20,000 tons and, upon full
completion of the Xinjiang fermentation centre, the fermentation
capacity will be approximately 30,000 tons. This will help to
expand our sales coverage and will improve our operational
efficiency.

Under our “2011 COFCO Wines & Spirits Trainee Program (#
K EES#ETE))”, team-building was promoted, new sales
trainees were recruited and talent development and training
programs were conducted in all regions to ensure the proper
talent support for our wines business. Our wines business
unit also improved the management mechanism of its division
managers.

Winning in Profits

In order to increase its profitability, the wines business
continued to improve its product mix and marketing efforts. The
promotion of our high-end product, Greatwall Chateau Sungod,
and the successful launch of our medium- to high-end wine
series, Greatwall Terroir resulted in an increase in gross profit
margin of 5.2 percentage points. Meanwhile, under the new
sales and distribution model which enhances the efficient use
of our marketing resources, the wines business unit allocated
appropriate resources to improve the performance of our
various sales channels, such as on-premise sales, other modern
channels and wholesale distribution. Furthermore, we have
increased our above-the-line marketing investment for Greatwall
Chateau Sungod and the Greatwall Terroir. The overall selling
expense ratio was still comparable to first half of last year under
tightened expense control.

With objectives of improving shareholders’ returns, we drive to
enhance profitability and to increase business scale. The wines
business showed a recovering growth in segment results of
approximately HK$299.5 million, up 81.0% compared to the
first half of last year, showing the signs of an initial turnaround
after the implementation of our new sales and distribution
model. Moreover, as a result of integrated income tax planning,
the overall effective tax rate was down by 3.63 percentage points
compared to the first half of last year.
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Management Discussion and Analysis

KITCHEN FOODS BUSINESS

Our kitchen foods business principally engages in sales and
distribution of consumer-pack edible oil, seasoning sauces and
related products in the PRC under the “g8E&F9”, “Fortune”, “I4/&",
“FH" and “KAK” brands.

During the interim period, we succeeded in the following key tasks:

1.

Winning in Products

During the interim period, when compared to the first half of
last year, our kitchen foods business recorded sales revenue
of approximately HK$6,172 million, up 116.3%. Sales volume
stood at approximately 493,000 tons, up 69.7%, as driven up by
increased product competitiveness.

In keeping with the trend of increased health awareness among
consumers and consumer demand for enhanced types of
products, we are continuously pursuing product innovation
and are launching new lines of delicious, nutritious and
healthy edible oils. During the interim period, our kitchen foods
business has developed new key products, increased product
competitiveness and also adopted an enhanced product
differentiation strategy, by increasing its effort to promote high
value-added oils through the launch of “ZZFE 78" olive oil, “38
JHBEEY " premium soybean oil as well as the regional sales of
our “SXEEK” oil to achieve product mix enhancement, thereby
improving our gross margin. Adapting to the market needs, we
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have used new packaging types such as the 5 Litre light-weight,
round-shaped bottle for some types of products and optimized
the formulations of existing products to improve our product
category management and gross profit margin. We will continue
to strengthen our research and development capability and
pursue the development of new products.

Our kitchen foods business has centralized marketing resources
to focus on the promotion of edible corn oil under the “Fortune”
brand through effective above-the-line and below-the-line
marketing campaigns and by communicating the theme of the
health benefits of our edible corn oil to consumers, thereby
enhancing the image of edible corn oil. Leveraging on the
advantage of our upstream production capacity, we proposed
the concept of “corn oil from golden production region”,
together with strengthening our sales process and channel
coverage by launching a nationwide “Golden Storm” edible
corn oil campaign and by increasing outlet merchandising
inputs. Our “Fortune” brand will benefit from an accelerated
consumption rate and higher purchase frequency of edible
corn oil, and by shifting the purchase habits of consumers
from competitive brands. Our aim is to develop the “Fortune”
brand as the leading brand in the edible corn oil sub-category
by increasing its market share. Furthermore, we will also
fully capitalize on the advantage of the production capacity
at our parent COFCO group by continuing to develop a high-
margin rapeseed oil product under our “ZKEK” series. We
also launched the “zero-additive soy sauce series” under the
“Fortune” brand, which is in line with “Fortune” brand’s core
values of “quality, safety, nutrition, health, care and happiness”.
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Winning in Brands

According to market research conducted by AC Nielsen at the
end of June 2011, the “Fortune” brand consumer-pack edible
oil secured a No. 2 ranking in market share by volume by having
a 1 percentage point improvement, thereby continuing to narrow
the gap with the leading brand.

We have increased our efforts in advertising, carrying out
comprehensive consumer and community communication,
by improving the efficiency of our key retail outlets, and by
increasing market development at the county-level by investing
in direct brand promotion. We increased our product and
brand exposure through media advertising and public relations
activities and strived to develop and improve our ranking
among the various product categories with a focus to build a
leading brand in each sub-category. We have also improved
our multi-category product diversification strategy to meet the
demands of different consumer groups, thus enhancing our
brand impact. Our “Fortune” brand has been legally recognized
by the Trademark Review and Adjudication Board of the State
Administration for Industry and Commerce as a “well-known
trademark” which significantly enhances our brand image.
In “Safety, Environment, Responsibility-the Second Session
of Food Industry 3¢15 Online Survey” held by People’s Daily
Online in March, COFCO’s “Fortune” brand was elected as most
favorite brand of edible oil in an internet poll. In the good faith
of “care for livelihood, family and community”, we supply high
quality, safe and healthy consumer-pack edible oils, with the
mission to help people enjoy their lives. We are committed to
develop a diversified brand strategy to satisfy people’s desire
for happiness. Staying in line with the national development
and leading the industry trend, we captured the consumers’
attention to win recognition.
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Winning in Networks

During the interim period, the number of retail points of sale,
distributors and sales staff under our coverage have increased.
We continue to strengthen our channel penetration and
further develop various sales channels. We keep increasing
the number of distributors and front-line sales teams to rapidly
improve our coverage of cities of prefecture-level or above
through a persistent development of retail points of sale, and
by increasing market coverage at county-level by targeting the
stores covered by major competing brands as major potential
outlets for our own products. While increasing our city coverage,
we continue to strengthen and flatten the channel operation in
order to effectively develop and maintain the management of
our sales outlets. With the urbanization of China accelerating,
sales efforts are increasingly being devoted to third-and fourth-
tier cities. We strengthened co-operations with county-level
distributors by focusing on the development of the market at
county-level. Meanwhile, our intensive marketing campaigns
of “Happiness All Around China” for natural grains blended oil
and “Golden Storm” for our edible corn oil under our “Fortune”
brand have further enhanced the sales execution and the
channel management at all levels. In addition, we upgraded the
channel maintenance standards and improved the channels’
performance through launching of new products, a better
distribution coverage and aggressive merchandising at retail
points of sale of our natural grains blended oil and edible corn
oil. The channel maintenance standards have been further
consolidated so that distributors who are not up to standards
will be subject to an improvement program to enhance their
capabilities in managing their retail points of sale. With the
optimization of our sales network and nationwide coverage, the
sales volume grew further.
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Management Discussion and Analysis

Winning in Systems

We have taken proactive measures to cope with the increased
demand during the Chinese New Year, thereby ensuring
an uninterrupted supply to the market. The effective order
fulfillment rate continued to increase. In response to the
increasing market demand for our edible oils, we have
strengthened the collaboration with our parent COFCO group
in order to benefit from their upstream capacity. Targetting
especially their new additional capacity and based on our
market data, incorporating data from our sales regions,
we clearly defined the oil categories required under our
production plan. Higher capacity utilization enabled us to
optimize logistic cost, to ensure the supply of oils and to enjoy
further cost advantages. Third party OEM subcontractors are
also well utilized to optimize logistics planning, to increase
responsiveness to the market and to improve our customer
order fulfillment rate. Outsourcing of first-tier and second-tier
logistics service providers and six storage facilities have been
completed to ensure the quality of service, to improve efficiency
and to optimize cost.

Winning in Profits

During the interim period and in order to cooperate with the
government’s goal to stabilize the volume supply and the selling
price of edible oils, our kitchen foods business has taken
proactive measures to stock expected volumes in advance,
whilst seeking relevant government’s support, optimizing
product mix and continuously monitoring level of channel stock
and ensuring supply at key retail points of sale. Significant
growth in both sales volume and profits during the interim period
has been enhanced by improving the utilization of working
capital and reducing operating costs. During the interim period,
when compared to the first half of last year, our kitchen foods
business recorded strong sales revenue and sales volume
growth. Due to the benefit of operating leverage, segment results
of the kitchen foods business also recorded significant growth to
approximately HK$74.3 million, up 682.1%.
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Management Discussion and Analysis

CONFECTIONERY BUSINESS

Our confectionery business is mainly engaged in the production
and distribution of chocolates and other products, candies, peanut
snacks and other confectionery products in the PRC under the
“Le conté” and “Merveille” brands.

During the interim period, we succeeded in the following key tasks:

1.  Winning in Products
During the interim period, when compared to the first half of
last year, sales revenue was HK$244 million, up 33.2%; sales
volume stood at 3,486 tons, up 36.1%. Our confectionery
business adopts an integrated product differentiation strategy
for the innovation of new products such as the black hazelnut
syrup aerated chocolate bowl series, the orange flavored
jelly candy with chocolate and the strawberry flavored jelly
candy. During the interim period, new products launched
have contributed 16% of our sales revenue, of which our new
product, the “Merveille” jelly candy, has become one of the
best-sellers in its product category. Our aerated chocolate series
was also well received among local consumers in the regions

where the products are available for sale.
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Winning in Brands

According to market research conducted by AC Nielsen at the
end of June 2011, the “Le conté” brand ranked No. 4 in market
share by volume and had 0.1 percentage point improvement.
Our confectionery business continued to strengthen the core
messages of “rich and classic” of our “Le conté” chocolate,
and “brightening up your happy life” of our “Merveille” brands.
Several marketing campaigns were launched during the
Chinese New Year, Valentine’s Day and Women'’s Day during
the interim period. Meanwhile, we have taken measures to
rationalize our product mix, to enhance the competitiveness of
our products and to improve our product packaging according
to the market positioning of our brands. We also introduced
differentiated products to enrich our family-pack product
category, thereby further consolidating our position in the
family-pack chocolate industry segment.

Winning in Networks

Our confectionery business continued to increase the coverage
of its retail points of sale and to improve the performance of
the various outlets by further extending market penetration
and developing our existing sales channels. During the interim
period, the number of new retail points of sale under our
direct control and indirect control have been increased. Also, a
monitoring system has been established for all retail points of
sale under our direct control as a tool to improve the systematic
management of sales channels. The management provided
front-line sales staff with an optimatized route plan for sales
visits in order to enhance our visit efficiency. During the peak
season sales, a new display plan was implemented at retail
points of sale which raised the quality of the displays and the
image of our products.

Winning in Systems

Our confectionery business has implemented the MCM system
on a nationwide basis. All front-line sales staff have used the
system to achieve effective management over all retail points of
sale under our direct control in addition to route plan for sales
visits. This system not only improves the efficiency but also
collects feedback information of the respective activities at retail
points of sale under our direct control and also monitors the
latest activities of our competitors, thereby greatly enhancing
the front-line market information feedback and providing an
objective basis for corporate decision-making.
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Management Discussion and Analysis

We have taken proactive measures to meet sales demand
to ensure a smooth operation of the supply chain and thus
achieved a rise in the fulfillment rate of our sales plan. We
have introduced new tendering procedures for the annual
procurement of all our packaging materials to ensure their
quality and to realize cost advantages. We have also monitored
the market price of key raw materials to promptly seize the
opportunity of purchasing in bulk. We have established
collaborations with member companies of the parent COFCO
group for the use of storage facilities, and to improve our
integrated warehousing, storage and distribution capabilities.
Moreover, tendering process for five logistics services and
storage facilities have been introduced to ensure our quality
of service. The food safety risk management system, the food
quality management system, the environmental protection
management system and the occupational health and safety
management system have been implemented and certified by a
certification agency.

Regarding team building with talent development, we have
commenced a “Leadership Development Program” to provide
integrated capabilities training for our managers and to improve
the management skills of our sales managers. We have also
appointed three in-house trainers to share their expertise for the
benefits of all.

Winning in Profits

We are pursuing various channel and new product marketing
activities according to our annual sales plan. With continuous
investment in marketing resources for new products, in
particular the two jelly candy items, we achieved higher than
expected sales revenues. Meanwhile, other new products have
also shown favorable conditions for potential sales growth in
the second half of this year. During the interim period, when
compared to the first half of last year, both sales revenue and
sales volume grew. However, gross profit margin dropped as a
result of the rising cost of key raw materials and the changes
of our product mix. In addition, higher selling expenses were
recorded in relation to the launch of new products, thus
resulting in a loss in our segment results of confectionery
business of HK$41.6 million. We expect to maintain the
momentum of our high sales revenue growth and improve our
gross profit margin by benefiting from an enhanced product mix
during the second half of this year.
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FINANCIAL REVIEW

Supplemental information to segment results of the Group for the

interim period with comparative figures for the corresponding period

of last year, are set out below:

§1 %5 [G1 iR
AR B R AR 2 5 MR AW A R
REFRBLERFHIIET

For the six months ended 30 June
BZ6H30HIEAEA

2011 2010

20114 20104

(Unaudited) (Unaudited)

(REEER) (REEEZ)

% %
Growth of volume by segment: WEBERE D 22K -
— Beverages (unit cases) — &8 (1248) 18.2 14.8
— Wines (tons) — R (WE) -9.1 -14.9
— Kitchen Foods (tons) —BEERm (W) 69.7 7.7
— Confectionery (tons) — KB (B8) 36.1 10.7
Growth of revenue by segment: WEBERE D 2 WA K -
— Beverages — 88 34.4 2.4
— Wines — B4R 20.4 7.3
— Kitchen Foods —HEEm®m 116.3 10.3
— Confectionery — KBRS 33.2 6.7
Segment results to revenue ratio: DEEE L AL E
— Beverages — 88 5.2 5.4
— Wines — B4R 17.1 11.4
— Kitchen Foods —HEEm®m 1.2 03
— Confectionery — KBRS -17.1 -17.8
Effective tax rate (Note 1) BREE (K1) 32.6 29.7
Note: Biat -
1. The calculation of effective tax rate of the Group is based on tax divided by 1. AEEB BB R THIRTIE R LA A R A A

adjusted profit before tax after excluding the contributions by share of profits of

associates.
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Management Discussion and Analysis

REVENUE

The Group’s total revenue for the interim period grew by
approximately 59.7% over the same period of the last year, as the
combined effects of:

e The revenue growth of Kitchen Foods segment, with explosive
growth in sales volume attributable to increasing coverage
of retail points of sale, penetration of channels, product mix
enhancement with robust growth driven by focused product
types such as corn oil and rapeseed oil product types and
reflecting the general increase in unit selling price during
second half of the last year;

e The revenue growth of Beverages segment, with strong
growth momentum in sales volume mainly driven by sparkling
beverages and juice beverages, together with moderate pass-
through of raw material cost pressures to unit selling price
of products, whereas the comparative revenue reflected the
negative impact of cold weather during January to April of the
last year;

e The revenue growth of Wines segment, with progressive
improvement in its product mix enhancement mainly driven
by key product types such as “Greatwall Chateau Sungod”,
“Chateau Junding”, “Greatwall Terroir” and other medium- to
high-end product types under the new sales and distribution
model, that outweighed the impact of a decline in sales volume
as the comparative volume was mainly conducted under the old
sales and distribution model; and

e The revenue growth of Confectionery segment, with improvement
in sales volume attributable to increasing coverage of retail
points of sale.
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GROSS PROFIT MARGIN

Improvements of gross profit margins of both Wines segment
and Kitchen Foods segment were attributable by product mix
enhancements as mentioned above. Even Beverages segment
continued its effective procurements strategies and packaging re-
engineering and together with moderate pass-through of raw material
cost pressures to the unit selling price of products, it's gross profit
margin dropped under pressure from marked price increases in key
raw materials and packaging materials. Gross profit margin of the
Confectionery segment decreased due to similar cost pressure from
price increases in key raw materials and packaging materials.

SELLING AND DISTRIBUTION COSTS

Aggregate selling and distribution costs grew by 33.4%, less than
the magnitude of revenue growth. Overall selling and distribution
costs to revenue ratio dropped mainly due to the benefit of operating
leverage in scales of all business segments and tightened selling and
distribution cost control with room for on-going improvement.

ADMINISTRATIVE EXPENSES

Aggregate administrative expenses grew by 26.5%, less than the
magnitude of revenue growth. Administrative expenses to revenue
ratio dropped mainly due to operating leverage in scales of all
business segments despite the increase in administrative expenses
attributable by the general expansion of management functions and
pre-operating expenses of new subsidiaries in the PRC and overseas.

FINANCE COSTS
Overall finance costs grew by 41.9% which was mainly due to the
impact of cash discounts offered to certain distributors.

SHARE OF PROFITS OF ASSOCIATES

Share of profits of associates increased by 106.4% as the
comparative figure for the six months ended 30 June 2010 reflected
the adverse impact of cold weather during January to April of last
year.
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Management Discussion and Analysis

INCOME TAX EXPENSE

The effective tax rate of the Group was 32.6% which was mainly
due to uncertainty of tax deductibility of prolonged losses of certain
subsidiaries, non-tax deductibility of certain corporate expenses at
headquarter and certain business units, together with pre-operating
expenses of new subsidiaries in the PRC and overseas, but with
foreseeable room for improvement under group tax planning.

LIQUIDITY AND FINANCIAL RESOURCES

The Company’s treasury function formulated financial risk
management procedures, which are also subject to periodic review
by the senior management of the Company. This treasury function
operates as a centralized service for managing financial risks,
including interest rate and foreign exchange rate risks, reallocating
surplus financial resources within the Group, procuring cost-efficient
funding and targeting yield enhancement opportunities. The treasury
function regularly and closely monitors its overall cash and debt
positions, proactively reviews its funding costs and maturity profiles to
facilitate timely refinancing, if appropriate.

As at 30 June 2011, the Group’s unpledged cash and cash
equivalents totalled approximately HK$2,538 million (31 December
2010: approximately HK$1,741 million), and the Group’s net current
assets were approximately HK$2,142 million (31 December 2010:
approximately HK$1,525 million). During the interim period, the
net cash inflow from operating activities of approximately HK$1,122
million was recorded, including the impact of a decrease in general
working capital, (six months ended 30 June 2010: net cash outflow
from operating activities was approximately HK$160 million) whereas
the EBITDA amounted to approximately HK$814 million (six months
ended 30 June 2010: approximately HK$540 million).

Having considered the normalized cash flow from operating
activities, unpledged cash and bank deposits and current bank
and other borrowings and banking facilities available to the Group,
the management believes that the Group’s financial resources are
sufficient to fund its debt payments, day-to-day operations, capital
expenditures and prospective business development projects.
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Held-to-maturity investments represented corporate bonds with
expected redemption dates falling within the coming two years or
three years at dates of purchase. The Company has no exposure in
mortgage-backed securities, collateralized debt obligations or similar
asset classes.

The Group’s monetary assets, liabilities and transactions are
principally denominated in Renminbi, Hong Kong dollars and United
States dollars. The management is of the view that the exchange rate
risk exposure of the Group is limited.

The Company cautiously uses derivatives principally in the form of
future contracts and interest rate swaps as appropriate for financial
risk management purpose only, in hedging cash flows against the
exposure caused by sharp rise in raw material price and interest
rate volatility, if necessary. Entering into derivative transactions for
speculative purposes and investing liquidity resources in financial
products with significant underlying leverage or derivative exposure
are absolutely prohibited.

CAPITAL STRUCTURE

During the interim period, the total number of issued shares of the
Company increased by 200,000 shares as a result of an ex-director
of the Group exercising his share options granted in 2007. As at
30 June 2011, the total number of issued shares of the Company was
2,792,659,756.

As at 30 June 2011, the Group had certain interest-bearing bank
borrowings of approximately HK$1,698 million (31 December 2010:
approximately HK$1,487 million) and other borrowing of Nil
(31 December 2010: approximately HK$29 million).

Bank borrowings carried annual interest rates ranging between
0.68% and 6.31% (31 December 2010: between 0.72% and
5.31%). Other borrowing carried annual interest rate of 4.59% as at
31 December 2010.
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Management Discussion and Analysis

As at 30 June 2011, net assets attributable to owners of the
parent were approximately HK$6,301 million (31 December 2010:
approximately HK$5,947 million) and net cash position of the Group
(unpledged cash and cash equivalents less interest-bearing bank and
other borrowings) was approximately HK$840 million (31 December
2010: approximately HK$225 million).

CONTINGENT LIABILITIES AND ASSETS PLEDGED
Save as disclosed in note 7 to the condensed consolidated interim
financial information, the Group had no significant contingent
liabilities at the end of the reporting period.

As at 30 June 2011, certain bank borrowings of the Group were
secured by charges over certain property, plant, equipment and bank
deposits of the Group with aggregate net book value of approximately
HK$371 million (31 December 2010: approximately HK$168
million).

EMPLOYEE AND REMUNERATION POLICY

As at 30 June 2011, the Group employed 16,817 staff in Mainland
China and Hong Kong (31 December 2010: 16,027). Employees
are paid according to their positions, performance, experience and
prevailing market practices, and are provided with management
and professional training. Employees in Hong Kong are provided
with retirement benefits, either under a Mandatory Provident Fund
exempted ORSO scheme or under the Mandatory Provident Fund
scheme, as well as life insurance and medical insurance. Employees
in Mainland China are provided with basic social insurance and
housing fund in compliance with the requirements of the laws of
China. Details of these benefit schemes are set out in the Annual
Report 2010.

The Company adopted a share option scheme on 21 November
2006 (the “Option Scheme”) for a term of ten years and the purpose
of the Option Scheme is to reward eligible employees of the Group
(including executive directors and non-executive directors of the
Company) based on individual merits. Details of the Option Scheme
are set out in the section headed “Share Option Scheme” below.
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CHANGE IN THE STRUCTURE OF THE GROUP
During the interim period, Top Glory Wines & Spirits Europe SAS,
an indirectly wholly-owned subsidiary of the Company, acquired
the entire equity interest in Société Du Chéateau de Viaud SAS, a
simplified joint-stock company incorporated in France, from an
independent third party at a consideration of EUR8,253,195. Société
Du Chéateau de Viaud SAS is mainly engaged in the operation of
vineyard and production and sale of grape wines.

INTERIM DIVIDEND

The board of directors (the “Board”) declared the payment of an
interim dividend of HK4.07 cents (30 June 2010: HK2.30 cents)
per share for the interim period, which will be payable on Friday,
21 October 2011, to shareholders whose names appear on the
register of members of the Company on Friday, 7 October 2011 (the
“Record Date”).

According to the Notice Regarding Matters on Determination of
Tax Residence Status of Chinese-controlled Offshore Incorporated
Enterprises under Rules of Effective Management dated 22 April
2009 issued by the State Administration of Taxation of the People’s
Republic of China, the Enterprise Income Tax Law of the People’s
Republic of China (the “Enterprise Income Tax Law”) and the
Detailed Rules for the Implementation of the Enterprise Income
Tax Law of the People’s Republic of China, all implemented from
1 January 2008, since the Company is an offshore incorporated
company and is, among others, controlled by a Chinese enterprise,
the Company is likely to be regarded as a Chinese resident
enterprise and, if so, it could be required to withhold a 10%
enterprise income tax when it distributes the interim dividend to its
enterprise shareholders other than those enterprises which are duly
incorporated in the PRC or under the laws of foreign countries (or
regions) but with PRC-based de facto management bodies (such
enterprises are defined as resident enterprises in the Enterprise
Income Tax Law). The withholding and payment obligation lies with
the Company.
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Management Discussion and Analysis

In respect of all shareholders whose names appear on the Company’s
register of members on the Record Date and who are not individuals
(including HKSCC Nominees Limited, corporate nominees or trustees
such as securities companies and banks, and other entities or
organizations, which are all considered as enterprise shareholders),
the Company will distribute the interim dividend after deducting the
enterprise income tax of 10%. The Company will not withhold and pay
income tax in respect of the interim dividend payable to any natural
person shareholders whose names appear on the Company’s register
of members on the Record Date.

If any enterprise shareholder listed on the Company’s register of
members considers itself to be a resident enterprise and does not
wish the Company to withhold the 10% enterprise income tax, it shall
lodge with the Company’s branch share registrar and transfer office
in Hong Kong, Tricor Progressive Limited, at 26/F., Tesbury Centre,
28 Queen’s Road East, Hong Kong, documents from its governing tax
authority confirming that the Company is not required to withhold and
pay the enterprise income tax in respect of the dividend to which it is
entitled no later than 4:00 p.m. on Tuesday, 4 October 2011.

If anyone would like to change the identity of the shareholders in the
register of members, please enquire about the relevant procedures
with the nominees or trustees. The Company will withhold for
payment of the enterprise income tax for its non-resident enterprise
shareholders strictly in accordance with the relevant laws and
requirements of the relevant government authorities and adhere
strictly to the information set out in the Company’s register of
members on the Record Date.

In the event that the Company is not regarded as a Chinese resident
enterprise and hence no enterprise income tax should have been
withheld, to the extent that such tax remains in the custody of the
Company and so far as it is legally able to do so, the Company
will procure such tax to be refunded to the relevant enterprise
shareholders in respect of whom enterprise income tax had been
withheld pursuant to the arrangements set out above. The Company
would make a further announcement in such event.
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CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from
Thursday, 6 October 2011 to Friday, 7 October 2011, both days
inclusive, for the purpose of determining shareholders’ entitlements
to the interim dividend, during which period no transfer of shares will
be registered. The ex-dividend date will be Monday, 3 October 2011.

To qualify for the interim dividend, all transfer documents,
accompanied by the relevant share certificates must be lodged with
the Company’s branch share registrar and transfer office in Hong
Kong, Tricor Progressive Limited, at 26/F., Tesbury Centre, 28
Queen’s Road East, Hong Kong, no later than 4:00 p.m. on Tuesday,
4 October 2011.

DIRECTORS’ INTERESTS AND SHORT POSITIONS
IN SHARES AND UNDERLYING SHARES

As at 30 June 2011, the interests and short positions of the directors
and their associates in the shares, underlying shares or debentures
of the Company or any associated corporations (within the meaning
of Part XV of the Securities and Futures Ordinance (the “SFO”) as
recorded in the register of interests of the Company required to be
kept under section 352 of the SFO; or as notified to the Company and
The Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
under Divisions 7 and 8 of Part XV of the SFO (including interests
and short positions which they were deemed or taken to have under
such provisions of the SFO) or pursuant to the Model Code for
Securities Transactions by Directors of Listed Issuers (the “Model
Code”) contained in the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited (the “Listing Rules”)
(collectively the “Discloseable Interests”) were as follows:
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Discloseable Interests in the shares and underlying (@) REQATZROREBERGZERE
shares of the Company xS
Total number of  Approximate
Number of shares and percentage
Number of underlying underlying of issued
Name of director Capacity shares held shares held shares held  share capital
BEHEBRS BERGR  AEERST
EEHE BERGHSH BERGEE A HERMLEE REELE
(Note 1) (Note 2) (Note 3)
(BeF1) (Hr322) (7:#3)
Mr. Ning Gaoning Beneficial Owner - 1,620,000 1,620,000 0.06
BERERE ERBEAA
Mr. Chi Jingtao Beneficial Owner - 740,000 740,000 0.03
EBRELE ERBEAA
Ms. Luan Xiuju Beneficial Owner - 1,300,000 1,300,000 0.05
BERHLT ERBEAA
Mr. Mak Chi Wing, William  Beneficial Owner - 1,400,000 1,400,000 0.05
BEREE ERBEBAA
Mr. Zhang Zhentao Beneficial Owner - 1,300,000 1,300,000 0.05
wIREEE ERBEAA
Ms. Liu Ding Beneficial Owner - 600,000 600,000 0.02
MT &+ ERBEAA
Mr. Ma Jianping Beneficial Owner - 1,400,000 1,400,000 0.05
BRTEE ERBEBA
Ms. Wu Wenting Beneficial Owner - 1,300,000 1,300,000 0.05
R+ EREA
Notes: Hia -
1. Long positions in the shares of the Company, other than equity derivatives 1. AREROZEFE(BRATETANER
such as share options, warrants or convertible bonds. HE - PERRAERE ok T HARREHBRIN) ©
2. Long positions in the underlying shares of the Company under share options 2. RIBAR BB BIR TEE 2B

granted to directors pursuant to a share option scheme of the Company.

3. The percentages were calculated based on the total number of shares of the
Company in issue as at 30 June 2011, i.e. 2,792,659,756 shares.

HIARFEBERDZHR -

3. B IRBEAATR2011F6 A30H 2
BT 4 2 (BN 2,792,659,756 % ) &t

o

>

o B A AR A E

2011 4R rh

41



42

Management Discussion and Analysis
RS

(b) Discloseable Interests in the shares and underlying shares
of an associated corporation, China Agri-Industries Holdings
Limited (“China Agri”)

(b) R—ZAEBEE (PEEHZERABRA
Al ([hEEH ) 2Rt RAERR G 2
AR EER

Total number of

Approximate

Number of shares and percentage
Number of underlying underlying of issued
Name of director Capacity shares held shares held shares held  share capital
RERBRS REROKR  AEERT
BEEME FERG NS5 BERGYA #$R HERNAE - REELE
(Note 1) (Note 2)
(fiat1) (Hizt2)
Mr. Ning Gaoning Beneficial Owner - 1,300,000 1,300,000 0.03%
EoEkE EnBEBA
Mr. Chi Jingtao Beneficial Owner - 480,000 480,000 0.01%
EBRURLE EnHEAA
Notes: HiaE -
1. Long positions in the underlying shares of China Agri under share options 1. REPEEAEREASRTESZ2ER

granted to directors pursuant to a share option scheme of China Agri.

2. The percentages were calculated based on the total number of shares of
China Agri in issue as at 30 June 2011, i.e., 4,038,369,839 shares.

Save as disclosed herein, as at 30 June 2011, none of the directors
nor their associates had any other Discloseable Interests.
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER
PERSONS’ INTERESTS AND SHORT POSITIONS
IN SHARES AND UNDERLYING SHARES

The interests and short positions of substantial shareholders in the
shares and underlying shares of the Company as at 30 June 2011, as
recorded in the register of interests required to be kept under Section
336 of the SFO, were as follows:

Aggregate long positions in the shares and underlying shares of the
Company

The Company had been notified of the following substantial
shareholders’ interests in the shares and underlying shares as at 30

FERRREMATARS KAE

BERG 2 ERNKXR

7201156 A30H @ RIEFE

7 KRR B

E36RFEERELMATRRE  TER
RAARR B RARRIAR () 2 #e 2 FoRk A an

T

RARXBDRGREBRD 2HFR

RAFEE - R201146A30H » 2K
REFBATARBIRRD MR < e

June 2011:

Number of shares held (Note 1)

BERGEE (Fit1)
Approximate
Directly Through percentage
Name of substantial beneficially controlled of issued
shareholder owned corporations Total share capital
HIEE BT
FERRERB ERERET BBRZEZEE By BRAB DL
(Note 2)
(Btst2)
Wide Smart Holdings Limited 1,922,550,331 - 1,922,550,331 68.84%
(“Wide Smart”)
(Twide Smart])
COFCO (BVI) No. 108 Limited 140,000,000 - 140,000,000 5.01%
(“COFCO (BVI) 108™)
([COFCO (BVI) 108])
COFCO (Hong Kong) Limited 10,138,000 2,062,550,331 2,072,688,331 74.22%
HIERE (HF)BERAA (Note 3)
(“COFCO (HK)") (B15£3)
(THEEED
COFCO - 2,072,688,331 2,072,688,331 74.22%
g A A] (Note 4)
(Htat4)
R BRA T 2001 AR R
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Notes:

1. Long positions in the shares of the Company, other than equity derivatives such as

share options, warrants or convertible bonds.

2. The percentages were calculated based on the total number of shares of the
Company in issue as at 30 June 2011, i.e. 2,792,659,756 shares.

3. COFCO (HK) was deemed to be interested in 2,062,550,331 shares in aggregate
held by Wide Smart and COFCO (BVI) 108 which were wholly-owned subsidiaries
of COFCO (HK).

4. COFCO was deemed to be interested in 2,072,688,331 shares in aggregate held
by Wide Smart, COFCO (BVI) 108 and COFCO (HK) which were wholly-owned
subsidiaries of COFCO.

Mr. Ning Gaoning, an executive director and the chairman of the
Board, is also the chairman of COFCO, the chairman of COFCO (HK)
and a director of Wide Smart. Mr. Chi Jingtao, an executive director
and the executive vice chairman, is the vice president and former
director of human resources department of COFCO. Mr. Mak Chi
Wing, William, an executive director and a deputy general manager,
is the chief financial officer of COFCO (HK). Mr. Ma Jianping, a
non-executive director, is also the vice president and director of the
strategy department of COFCO. Ms. Wu Wenting, a non-executive
director, is the director of the audit department of COFCO. Ms. Liu
Ding, was appointed as a non-executive director with effect from
28 March 2011, is a director and a member of the Communist
Party Committee and the head of Communist Party Discipline and
Inspection Team of COFCO. During the interim period, Mr. Qu
Zhe, former managing director who resigned as executive director
and managing director with effect from 10 February 2011, was an
assistant president of COFCO; and Mr. Wang Zhiying, the then non-
executive director who was appointed as an executive director in April
2010, re-designated as non-executive director in February 2011 and
subsequently resigned as a non-executive director with effect from
28 March 2011, is the director of human resources department of
COFCO.

Save as disclosed herein, as at 30 June 2011, the director of the
Company were not aware of substantial shareholders and other
persons who had interests or short positions in the shares or
underlying shares of the Company which were required to be notified
to the Company or the Stock Exchange pursuant to Divisions 2 and 3
of Part XV of the SFO, or which were required to be recorded in the
register of interests required to be kept by the Company under section
336 of the SFO.
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Save as disclosed herein, as at 30 June 2011, the directors were not
aware of any director of the Company being a director or employee
of the entities which had interests or short positions in shares or
underlying shares of the Company as disclosed above.

SHARE OPTION SCHEME

The Company operates the Option Scheme for the purposes of
attracting, retaining and motivating senior management personnel
and key employees of the Company, and providing eligible
participants with an opportunity to acquire proprietary interests in
the Company and encouraging eligible participants to work towards
enhancing the value of the Company and its shares for the benefit of
the Company and its shareholders as a whole.

The Option Scheme was adopted on 21 November 2006 and unless
otherwise cancelled or amended, will remain in force for 10 years
from that date. Share options granted under the Option Scheme are
valid for seven years, exercisable over five years after 24 months
from the date on which they are granted subject to the satisfaction of
certain requirements under the Option Scheme.

The options granted on 27 September 2007 are subject to the
following vesting schedule:

ERE RO

BRARERTEIN - R2011F6H830H -
EREV A BTNARGES A LEFEN
AR RIS SRR () P B S IOA R
MEEHNESNES -

BT E
ARRREHEBAEEE - AEURS| - HBR
BBAARSREREABRIERE &
AEMSEEEULERARBAFALNE
% BWABRRSREBNARAARAR
REBEAZFRA AL A REBRG 2 BE -

RS2 2006 F 11 A 21 BEFA » B
FESTEUHRE R - 5 A Z AR I0FA
B - RBBRESZEL 2 BRENE R
HALF - AT ERE A HiE =+ m(E
RERAFAITE - WAREERET 88
TZHETHE -

2007 F9 A 27 BREMBREAZIAT
BB ERR S

Maximum percentage
of an option which

Periods may be exercised

R BRZATE

BREZEIL

— Upon and after the second anniversary of the grant ~ B#& £ BEIRETE —FAFER 33%
until the third anniversary of the grant HEZF=-AF

— Upon and after the third anniversary of the grant BN BHRHE=AF K 67%
until the fourth anniversary of the grant HigZFmET

— Upon and after the fourth anniversary of the grant B A BB FE N ES R EE 100%

h AR AT 2011 AR L
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Pursuant to the resolution passed at the board meeting held on
28 March 2011, the vesting period and exercise periods for the
options under the Option Scheme have been modified. The options
granted after 28 March 2011 are subject to the following new vesting

BIER2011F3 A28 EE 2B BN —H
R BRRERTEIE T ERERE BT
FEAT HERk - 201143 A28 A AL
A EEARHE RIS A T # SR B R AR BR I

schedule:

Maximum percentage

of an option which

may be exercised

Periods BZA{TE

HAm BREZESL

— Upon and after the second anniversary of the grant B ¥ B HAfEEHE — A% 20%
until the third anniversary of the grant NEBZEFE=FF

— Upon and after the third anniversary of the grant BN BHRITE=ZAF 40%
until the fourth anniversary of the grant NEBZFNEF

— Upon and after the fourth anniversary of the grant B BRI ENEF 60%
until the fifth anniversary of the grant NEEEERRAF

— Upon and after the fifth anniversary of the grant ERYBHRIERAF 80%
until the sixth anniversary of the grant NEBEFENEF

— Upon and after the sixth anniversary of the grant B BB E AT 100%
until the seventh anniversary of the grant RHEHEZELEAF

As at 31 December 2010, the total number of outstanding share
options granted on 27 September 2007 was 16,344,500. During the
interim period, 30,880,000 share options were granted on 29 March
2011 to eligible employees of the Group (including executive directors
and non-executive directors of the Company) pursuant to the terms
of the Option Scheme, whilst a total of 455,400 share options were
cancelled. In addition, a total of 200,000 shares were issued and
allotted by the Company upon the exercise of share options by an
ex-director. As at 30 June 2011, the total number of outstanding
share options was 46,569,100. Details of the movements in the share
options during the period are as follows:
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Number of share options
BRENEE
Date of Exercise Exercise
Granted  Exercised  Cancelled Lapsed grantof  period of price of
Name or category At during during during during At share share share
of participants 01.01.2011  theperiod  theperiod  theperiod  the period 30.06.2011 options options options
paEns 7 ] Rl BE e
RER 01012011  HARE  BAGTE  BREE  BAiM 30062011 ERERS ] it
HKS
i
Directors
£
Mr. Ning Gaoning 880,000 - - - - 880000 27.09.2007 27.09.2009- 4957
ERELE 26002014
- 740,000 - - - 740000  29.03.2011 29.03.2013- 4910
(Note 1) 2803.2018
(1)
Mr. Chi Jingtao - 740,000 - - - 740000  29.03.2011 29.03.2013- 4910
EnEik (Note 1) 28032018
(i1
Ms. Luan Xiuju 560,000 - - - - 560,000  27.09.2007 27.09.2009 - 4,952
2Ear 26.09.2014
- 740,000 - - - 740000  29.03.2011 29.03.2013- 4910
(Note 1) 28032018
(i1
Mr. Mak Chi Wing, William 800,000 - - - - 800000 27.09.2007 27.09.2009- 4,952
LSt S 26.09.2014
- 600,000 - - - 600000 29032011 29.03.2013- 4910
(Note 1) 28032018
(i1
Mr. Zhang Zhentao 700,000 - - - - 700000  27.09.2007 27.09.2009 - 4,952
RiRETE 26.09.2014
- 600,000 - - - 600000 29032011 29.03.2013- 4910
(Note 1) 28032018
(i1

hEERAERAT 2011 A
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Number of share options
BRENEE
Date of Exercise Exercise
Granted  Exercised  Cancelled Lapsed grantof  period of price of
Name or category At during during during during At share share share
of participants 01.01.2011  theperiod  theperiod  the period  the period 30.06.2011 options options options
paEnL i ] Rt BRE e
RER 01012011 ARt  BAGTE  BREE  BREN 30062011 ERERE ] it
HKS
i
Ms. Liu Ding - 600,000 - - - 600,000 29.03.2011 29.03.2013- 4910
WTxt (Note 1) 28032018
(Hit1)
Mr. Ma Jianping 800,000 - - - - 800,000  27.09.2007 27.09.2009- 4952
STt 26.09.2014
- 600,000 - - - 600,000 29.03.2011 29.03.2013- 4910
(Note 1) 28032018
(Hit1)
Ms. Wu Wenting 700,000 - - - - 700000  27.09.2007 27.09.2009 - 4952
KRt 26.09.2014
- 600,000 - - - 600000 29032011 29.03.2013- 4910
(Note 1) 2803.2018
i1
Mr. Qu Zhe 880,000 - (200,000 (290,400) - 389,600  27.09.2007 27.09.2009- 495
i (Note 3) (Note 4) 31082011
(Note 2) W3 (i)
W)
Other employees 11,024,500 - - (165,000 - 10859500 27.09.2007 27.09.2009- 492
AtiEE (Note 4) 26.09.2014
(Hit4)
- 25,660,000 - - - 25660000 29032011 29.03.2013- 4910
(Note 1) 2803.2018
(1)
16344500 30830000  (200,000)  (455400) 46,569,100
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Notes:

1. The closing price of the shares of the Company immediately before the date of
grant was HK$4.8.

2. Mr. Qu Zhe resigned as an executive director of the Company with effect from 10
February 2011.
3. The closing price of the shares of the Company immediately before the date on

which the options were exercised was HK$6.49.

4. The options unvested were cancelled during the interim period upon the

resignations of former executive director and certain employees of the Company.

The fair value of the share options granted on 27 September 2007
and the share options granted on 29 March 2011 under the Option
Scheme were HK$32,227,000 (approximately HK$1.563 each)
and HK$47,124,000 (approximately HK$1.526 each), respectively,
of which the Company recognised a share option expense of
HK$3,536,000 during the period (six months ended 30 June 2010:
HK$1,549,000).

The fair value of equity-settled share options granted during the year
ended 31 December 2007 and the six months ended 30 June 2011
were estimated as at the date of grant, using the Black-Scholes-
Merton option pricing model and the Binomial Option Pricing Model,
respectively, taking into account the terms and conditions upon
which the options were granted. The following table lists the inputs to
the model used:

ERE RO

o

L REERHBEREASE  ARFROOKHE
RABETT

2. HREAEEBREARBMNITESE  R2011F2H
10 BARAERR ©

3. REFTEBBRERHA  ARFRDOEHE
764977

4. RPHER ZEARRBOBRERNAGTES
KA TR BBHEMBEUH

BB R 2174 2007 9 B 27 H % 2011
FIAVABRENEREZ AFES 7
#32,227,0008 L (B D #1.563%8 L) &
47,124,000 (B H #1526 7T) « H
PR B RS A A B R B i R 7 <2 3,536,000
BT (#H =2010F6 A308 1k /<@ A -
1,549,000787T) °

REZE20074F 12 A31 B IEFE MEE2011
F6A30AIANEARREARALEE 2 i
Bz AFETD BN ER L EBREE A AR
N5 — ST RHTHR R R —IE X B R AR
AL FT - WEZ R T ERE 2 &
Gt - TRILZEX 2B ASE :

2011 Options 2007 Options

2011 FiEmfE 2007 FHERE

Date of grant HHBH 29 March 2011 27 September 2007
201143 A29H 20079 A27H

Dividend vield (%) 5 (%) 2.109 0.800
Expected volatility (%) FEHRR IR (%) 33.716 30.570
Historical volatility (%) BRI (%) 33.716 30.570
Risk-free interest rate (%) mRE A (%) 2.400 4.102
Expected life of options (year) FBAETERT R A (4F) 7 5
Weighted average share price (HK$) D9 B (BiT) 4910 4.952

h AR AT 2011 AR L
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The expected life of the options was determined with reference to the
vesting term and original contractual term of the Option Scheme and
is not necessarily indicative of the exercise patterns that may occur.
The expected volatility reflects the assumption that the historical
volatility is indicative of future trends, which may also not necessarily
be the actual outcome.

No other feature of the options granted was incorporated into the
measurement of fair value.

CODE ON CORPORATE GOVERNANCE PRACTICES
In the view of the Board, during the interim period, the Company
complied with the principles and code provisions set out in the Code
on Corporate Governance Practices contained in Appendix 14 to the
Listing Rules, except that the chairman of the Board was unable to
attend the annual general meeting of the Company held on 8 June
2011 due to other commitments.

SECURITIES TRANSACTIONS BY DIRECTORS

AND RELEVANT EMPLOYEES

The Company has adopted the Model Code contained in Appendix
10 to the Listing Rules as its own code of conduct regarding directors’
securities transactions. Following specific enquiries by the Company,
all directors confirmed that they have complied with the required
standards set out in the Model Code throughout the interim period.

The Company has also adopted a code for securities transactions
by relevant employees (the “Employees Trading Code”) based on
the Model Code concerning dealings by relevant employees in the
securities of the Company. Relevant employees who are likely to be
in possession of unpublished price-sensitive information of the Group
are required to comply with the Employees Trading Code in respect
of their dealings in the securities of the Company. The terms of the
Employees Trading Code are no less exacting than the required
standards set out in the Model Code. No non-compliance reports
were received from any such employees during the interim period.
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Management Discussion and Analysis

CHANGES IN DIRECTORS’ PROFILE

Mr. Ning Gaoning, an executive director and the Chairman of the
Board, was appointed as the chairman of China Mengniu Dairy
Company Limited, a company listed in Hong Kong, with effect from
10 June 2011.

Ms. Liu Ding, a non-executive director, was appointed as a director
of COFCO with effect from 24 May 2011 and resigned as a director
of COFCO Property (Group) Co., Ltd., a company listed in Shenzhen,
with effect from 22 July 2011.

REMUNERATION COMMITTEE

The role of the remuneration committee is to review and make
recommendations to the Board on the Company’s policy and
structure for remuneration of directors and senior management. The
terms of reference of the remuneration committee are available on the
Company’s website www.chinafoodsltd.com.

The remuneration committee currently consists of two independent
non-executive directors, namely, Mr. Yuen Tin Fan, Francis
(committee chairman) and Mr. Stephen Edward Clark and an
executive director, Mr. Chi Jingtao.

AUDIT COMMITTEE

The role of the audit committee is to assist the Board in fulfilling its
corporate governance and oversight responsibilities in relation to
financial reporting, internal control, risk management and external
audit functions. The terms of reference of the audit committee are
available on the Company’s website www.chinafoodsltd.com.

The audit committee currently consists of three independent
non-executive directors, namely, Messrs. Stephen Edward Clark
(committee chairman), Li Hung Kwan, Alfred and Yuen Tin Fan,
Francis. All of them have extensive experience in the accounting,
financial and commercial sectors.

IR R am M oA

EEHN 28T
HITEERESTSERESELER 2011
FOAIOAREZAABB LMARPESE
FHEBRARERF °

FERTEENT 2L N2011F5 24 B
RERTEARESEMN2011F7 A22H
EEHERI LA B RtE (RE) )
[RARIES -

FWESES

HHEBRNREAENAANEERER
ERENFMERE RREL LA EFEIR
iz - FMEESNBEBEERNEL

A48 www.chinafoodsitd.com °

SNEZESEABMEBELIERITES
EANEE(ZESERE) ML EBRE
(Mr. Stephen Edward Clark) ; A& —&#7T
ERENFRAMEK -

BREES

ERREENBERHDESTERTEA
WS - WA RRERE - AR
SNEZBINENEEEARERET - &
REEeNBEBESHNAR R NMEL

www.chinafoodsltd.com °

ERZEBCHRNM - RAB IR TESNL
&4 4 (Mr. Stephen Edward Clark) (ZE&
ERE)  FRPTERRANILEMER - K
EHABRECE VB REELS -

h A RAERAT 2011 4

51



52

Management Discussion and Analysis
RS

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

Neither the Company nor any of its subsidiaries purchased, sold or
redeemed any of the Company’s listed securities during the interim
period.

Hong Kong, 29 August 2011
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Report on Review of Interim Financial Information
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Ell ERNST & YOUNG

[ |

=7 ik
To the board of directors of China Foods Limited
(Incorporated in Bermuda with limited liability)

Introduction

We have reviewed the interim financial information set out on pages
55 to 80 which comprises the condensed consolidated statement
of financial position of China Foods Limited (the “Company”) as
at 30 June 2011 and the related condensed consolidated income
statement, condensed consolidated statement of comprehensive
income, condensed consolidated statement of changes in equity
and condensed consolidated statement of cash flows for the six-
month period then ended, and explanatory information. 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 Hong Kong Accounting Standard 34 Interim Financial Reporting
(“HKAS 34”) issued by the Hong Kong Institute of Certified Public
Accountants.

The directors of the Company are responsible for the preparation
and presentation of this interim financial information in accordance
with HKAS 34. Our responsibility is to express a conclusion on
this interim financial information based on our review. Our report
is made 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 interim financial information 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 Interim Financial Information (continued)

H 301 B 355 2 B8 e ()

Conclusion

Based on our review, nothing has come to our attention that causes
us to believe that the interim financial information is not prepared, in
all material respects, in accordance with HKAS 34.

Ernst & Young
Certified Public Accountants

18th Floor

Two International Finance Centre
8 Finance Street

Central

Hong Kong

29 August 2011
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Condensed Consolidated Income Statement
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For the six months ended 30 June 2011

EHZE201146 A30HIEREA

For the six months ended 30 June
BZ6AH30BLXEAR

Notes 2011 2010
s 20114 20104
HK$’000 HK$'000
FET FHEIT
(Unaudited) (Unaudited)
(REBEZ) (RagEZ)
REVENUE A 4 13,482,228 8,444,231
Cost of sales THER AR 6 (10,295,575) (6,152,885)
Gross profit EF 3,186,653 2,291,346
Other income and gains E U A RS 4 99,653 110,106
Selling and distribution costs HEB A KD ERAR (2,272,196) (1,703,657)
Administrative expenses T (402,724) (318,339)
Other expenses HEs (2,948) (2,820)
Finance costs RhE AR 5 (33,923) (23,914)
Share of profits of associates JEAGES & N A a Al 26,623 12,898
PROFIT BEFORE TAX BB AT R A 6 601,138 365,620
Income tax expense Frig®isz 7 (187,118) (104,598)
PROFIT FOR THE PERIOD HRER 414,020 261,022
Attributable to: FEIE T -
Owners of the parent [SYNEILZ=PN 315,382 178,735
Non-controlling interests eI e 98,638 82,287
414,020 261,022
EARNINGS PER SHARE BARERERER
ATTRIBUTABLE TO BEAEBLERER
ORDINARY EQUITY HOLDERS
OF THE PARENT 9
Basic HAR HK11.29 HK6.40
cents 74l cents 7811l
Diluted BE HK11.29 HK6.39
cents &1 cents &1L
Details of the dividend proposed for the period are disclosed in note ﬁﬂ?ﬁﬁﬁ?ffﬁﬂi%%ﬂ%ﬁé%ﬁ B4RE R HI B E
8 to the condensed consolidated interim financial information. P EE 8 FE o
hEERAERAT 2011 A
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Condensed Consolidated Statement of Comprehensive Income
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For the six months ended 30 June 2011
HZE20119F6 A30H L~ EA

For the six months ended 30 June

HEZ6H30HLENMEA
2011 2010
20114 20104F
HK$'000 HK$'000
FET FHET
(Unaudited) (Unaudited)
(REEZR) (REFEZ)
PROFIT FOR THE PERIOD HA A 414,020 261,022
OTHER COMPREHENSIVE INCOME Hit2EUBA
Exchange differences on translation RMEGINETERE 2
of foreign operations PE i =%8 148,185 57,068
OTHER COMPREHENSIVE INCOME BREMAZEBA
FOR THE PERIOD, NET OF TAX (BT E) 148,185 57,068
TOTAL COMPREHENSIVE INCOME
FOR THE PERIOD HREHEKR AL 562,205 318,090
Attributable to: JEAETT -
Owners of the parent ISYNEIEZ DN 439,652 223,940
Non-controlling interests eI i 122,553 94,150
562,205 318,090
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Condensed Consolidated Statement of Financial Position

57 VH %ok 5 B 255K O R

30 June 2011
201146 A308
30 June 31 December
Notes 2011 2010
it 2011 % 20104
6 A30H 12H31H
HK$’000 HK$'000
FER FiBT
(Unaudited) (Audited)
(REER) &=
NON-CURRENT ASSETS FRBEE
Property, plant and equipment Y% - HE K& 10 3,663,418 3,548,038
Investment properties "EMEH 75,684 73,966
Prepaid land premiums B TiE 258,119 247,174
Deposits for purchase of items of EEME - HEK
property, plant and equipment HEEAZES 66,254 31,783
Goodwill EES 1,704,566 1,680,015
Other intangible assets HibEREEE 65,329 67,955
Investments in associates REEENR2IKE 571,824 545,201
Available-for-sale investments AHHERE 205,847 209,387
Held-to-maturity investments BEERERE = 57,915
Deferred tax assets RIEFIAE = 41,513 35,003
Biological assets EYMEE 131,244 119,263
Total non-current assets IEREEERE 6,783,798 6,615,700
CURRENT ASSETS REBEE
Inventories =& 3,607,021 3,490,337
Accounts and bills receivables JE W BR T % Rk 11 1,346,209 1,616,059
Prepayments, deposits and TENFIE - ek
other receivables Hth FEURIA 1,229,724 1,269,875
Due from fellow subsidiaries EEN NGV S 17(c) 228,238 28,418
Due from the ultimate holding company — SARIEIRX A FIR X 17(c) 14,253 11,190
Due from the immediate EESUY NG
holding company R5K 17(c) 165 165
Due from non-controlling shareholders  FtEB A F1ZEIZE AR A% E
of subsidiaries R 852 -
Due from associates BN TR R 17(c) 1,061 1,680
Tax recoverable EIEE 17,728 28,831
Held-to-maturity investments BEEIEHRE 57,970 25,217
Equity investments at fair value BRATEIAERZ
through profit or loss A& E 19,034 19,199
Pledged deposits HEIRER 133,968 127,096
Cash and cash equivalents ReERRECEMEEE 2,538,381 1,741,203
Total current assets MEVBEMLE 9,194,604 8,359,270
OB AT RA E 20114 57



Condensed Consolidated Statement of Financial Position (continued)

87 W o A 551K D e e (460)

30 June 2011
201146 A30H

30 June 31 December
Notes 2011 2010
i orza 2011 % 20104
6 A30H 12A31H
HK$'000 HK$'000
FHET T
(Unaudited) (Audited)
(REEZR) (#iz)
CURRENT LIABILITIES REAE
Accounts and bills payables JEMBRR N 215 12 1,548,408 999,864
Other payables and accruals EMENFIA N ERTEE 2,417,728 2,663,330
Due to fellow subsidiaries UNGEGIEVNGIE ¢ 17(c) 1,339,791 1,089,857
Due to the ultimate holding company IR B IRN B 508 17(c) 42,629 31,337
Due to related companies REE AR A 17(c) 394,746 692,062
Due to non-controlling shareholders SN E 225
of subsidiaries & B k08 30,529 8,926
Due to associates U NCIE S| 17(c) 295,103 233,626
Interest-bearing bank and STRSRITER K
other borrowings HEHER 17(c) 903,054 1,021,152
Tax payable JERITRIE 80,966 94,217
Total current liabilities =K 7,052,954 6,834,371
NET CURRENT ASSETS RBEEFE 2,141,650 1,524,899
TOTAL ASSETS LESS
CURRENT LIABILITIES EEHBERRBARS 8,925,448 8,140,599
NON-CURRENT LIABILITIES FREBEE
Interest-bearing bank borrowings FHEIRITER 795,000 495,000
Due to non-controlling shareholders VCGIEVNGIE 2
of subsidiaries fi% B FIA 26,983 38,123
Deferred income RIEU A 30,064 31,146
Deferred tax liabilities FIEFIAEE 46,898 26,920
Total non-current liabilities ERBEERE 898,945 591,189
Net assets EEFE 8,026,503 7,549,410
EQUITY &N
Equity attributable to owners ISINGIE Zo PN YIS
of the parent
Issued capital BT 279,266 279,246
Reserves (e 5,908,507 5,578,010
Proposed dividend BRI B 8 113,661 89,638
6,301,434 5,946,894
Non-controlling interests IR R 1,725,069 1,602,516
Total equity e A48 (E 8,026,503 7,549,410
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Condensed Consolidated Statement of Changes in Equity
757 W 5 5 P A 5 B e

For the six months ended 30 June 2011

HZE 201146 A30 B 1E~EA
Attributable to owners of the parent
BAAERAEL
Employee
share-hased
compensation Exchange Asset Non-
Share  resenve fluctuation  revaluation controlling Total
Issued  premium B2 Capitl  Reseve  resene  resene  Retained  Proposed interests ~ equity
capitll  account BAEE  vesene  funds  EXRE®  EEER  pofis  dvided Tl FER e
BRTRA RAEER HHEE EMEE  BRE BE BE REEM ERRR 4% 0 B e
HKS'000  HK$'000  HK$'000  HK$'000  HKS'000  HK$'000 HK$'000  HK$'000  HK$'000  HK$'000  HKS'000  HK$'000
Tén  TEn  TEn  TEn  TEn  TEn  TEn TR TEn tH T TEn
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REBR) (REER) (REER) (REBR) (REEHR) (REEW) (REEN) (RESHK) (RE8H) (REEN) (RESHK) (REEH)
At January 2011 ANIELAR
Proft o the period #mgr|
Ohercompetiensie— BREHZE
ncome forthe perod: A
Bchengedifeences 2B EHE
on franglaton of B
foreign operations EE
Totd comprehensive RSN
come forhe perod 1658
Brercise of hare aptons~ 7{FE kg
fuiysetfedshre ~ FEBRRE
opton arangements &
Tengferfrom retaned ~~ SRBEH
ofts i
Firal 2010 dhidend paid ~ 2R201057HRE
Proposed 2011 inferim R 011 F4 5
dhidend k&
At30 June 2011 AN1E6ANA

* These reserve accounts comprise the consolidated reserves of
HK$5,908 507,000 (31 December 2010: HK$5,578,010,000) in the
condensed consolidated statement of financial position.

o B A R 2

Y REEERE BRERGS SN BRI L
AR E 4 16 5,908,507,000,8 7T (20104
12A31H : 5578010,000;7) -

2011 45 v T e
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Condensed Consolidated Statement of Changes in Equity (continued)

8 W 5% 1 M A 8 B o ()

For the six months ended 30 June 2011
HZE2011F6 A30R L~ EA

Attributable to owners of the parent

BATRB AR
Employee
share-based
compensation Exchange Non-
Share  resene fluctuation Proposed controling Total
[ssued  premium EE  Captdl  Resene  resene  Retaned  dividend Inferests equiy
cpll accont  RAEE e fnds  ERRE pofs B Tol  FEER Jies
BEARE RAEER GMBE ATBE  BAE  BE  REEN RE & BR 86
HES000  HKSOOD  HKSO00  HKSOOD  HKSOOD  HKSOOD  HKS000  HKSO0O  HKS0O0  HKSOOD  HKS00
Tén  TEr  TEr  TEn  TEr A TEn  TET  TEr TR TH
(Unaudted)  (Unaudited)  (Unaudited)  (Unaudited) (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited) (Unaucited)  (Unaudited)  (Unaudited)
(RE2h) (RE87) (REBR) (REBN) (RESY) (RESW) (RESW) (REER) (REBR) (RE&W) (REER)
At T January 2010 AN0E1A1A 279,151 86 2747 32055 193472 498429 1152409 96340 5482899 1402240 6885139
Proftfor the period el - - - - - - BT - IB7H QAT 6102
Oercomprehensie ~ EAEH2E
ncome forthe period: YA
bchangediferences  BER)ERR
on ranslation of piE)
foreign operations £E - - - - - 6 - - BA5 1183 57068
Tolcompretensive ~ IAZERA
moomefortheperiod 48 - - - - - B 18T% - 2890 9410 3180%
Brercise of hare options /76 % 60® (1) - - - - - g T
Douityseitedshare~ AEEERE
opfion arangements %l - - 159 - - - - -1 - 159
Partal dsposal o Iote-#
asubsidiary 1ELH - - - 7066 - - - - 7066 10%9 1803
Pl 009 dvidend ~ ER2009EAE
declared i - - - - - - - (630 (%30 - (9630
Proposed 2010 nterim -~ $EE 2010504
dhidend i - - - - - SR (/7 I W/l - - -
At30 June 2010 HA0E6ANE M6 6879 2815 37X 193472 BA3GH 1206917 6A27 5A23781 150739 7131140
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Condensed Consolidated Statement of Cash Flows
BGESTHERER

For the six months ended 30 June 2011
HZE2011F6 A30H L~ EA

For the six months ended 30 June
BZ6AH30BLXEAR

2011 2010
20114 20104F
HK$’000 HK$'000
FET FET
(Unaudited) (Unaudited)
(REBEZR) (REEZ)
NET CASH FLOWS FROM/(USED IN) KETEBEL(FTA)RER
OPERATING ACTIVITIES HEE 1,121,993 (160,093)
NET CASH FLOWS USED IN WEEEFARES R
INVESTING ACTIVITIES R (238,111) (225,380)
NET CASH FLOWS USED IN BEEBFTAR SR
FINANCING ACTIVITIES R (133,755) (67,396)
NET INCREASE/(DECREASE) IN RekBRSESEBEEEN,
CASH AND CASH EQUIVALENTS CRA) #5 750,127 (452,869)
Cash and cash equivalents BHYRe &
at beginning of period BeEEER 1,741,203 1,943,103
Effect of foreign exchange EREBTLE
rate changes, net HRE 47,051 16,080
CASH AND CASH EQUIVALENTS BRI e &
AT END OF PERIOD ReEAEER 2,538,381 1,506,314
ANALYSIS OF BALANCES OF ReFkReEEIAER
CASH AND CASH EQUIVALENTS R DT
Cash and bank balances Re MIRTT4EH 1,976,366 1,491,535
Non-pledged time deposits with
original maturity of less than HFARRR=EAANEIE
three months when acquired IR T HATE R 562,015 14,779
Cash and cash equivalents as stated in
the condensed consolidated statement A E8A4R A BIFEAR R 3R R &
of financial position and the condensed R4 AR & RERAET
consolidated statement of cash flows 2R MBS EER 2,538,381 1,506,314
hEERAERAT 2011 A
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Notes to the Condensed Consolidated Interim Financial Information

57 VR 2ok vl B0 500 385 Y R B

30 June 2011
201146 H30H

1.

Corporate information

China Foods Limited (the “Company”) is a limited liability
company incorporated in Bermuda. The registered office of
the Company is located at Clarendon House, 2 Church Street,
Hamilton HM 11, Bermuda.

The Company is a subsidiary of COFCO (Hong Kong) Limited,
a company incorporated in Hong Kong. Based on the
confirmation of the Board, the ultimate holding company of
the Company is COFCO Corporation, which is a state-owned
enterprise registered in the People’s Republic of China (the
“PRC").

During the six months ended 30 June 2011, the Company
and its subsidiaries (together the “Group”) was involved in the
following principal activities:

° processing, bottling and distribution of sparkling
beverages and distribution of still beverages;

° production, sale and trading of grape wine and other wine
products;

e  distribution of retail packaged cooking oil and other
consumer food products; and

° production and distribution of chocolate and other related
products.

Basis of preparation and accounting policies

The condensed consolidated interim financial information is
prepared in accordance with Hong Kong Accounting Standard
(“HKAS") 34 Interim Financial Reporting issued by the Hong
Kong Institute of Certified Public Accountants.

The condensed consolidated interim financial information does
not include all the information and disclosures required in the
annual financial statements, and should be read in conjunction
with the Group’s financial statements for the year ended
31 December 2010.

The accounting policies and basis of preparation adopted
in the preparation of the interim financial information are
the same as those used in the annual financial statements
of the Group for the year ended 31 December 2010, except
in relation to the following new and revised Hong Kong
Financial Reporting Standards (“HKFRSs”) (which include
all Hong Kong Financial Reporting Standards, HKASs and
Interpretations) that affect the Group and are adopted for the
first time for the current period’s financial information:

CHINA FOODS LIMITED  Interim Report 2011
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Notes to the Condensed Consolidated Interim Financial Information (continued)

8 WA Ao 5 v 014 25 R wE (460)

30 June 2011
201146 A30H

2.

Basis of preparation and accounting policies
(continued)

HKFRS 1 Amendment Amendment to HKFRS 1 First-time
Adoption of Hong Kong Financial
Reporting Standards - Limited
Exemption from Comparative HKFRS 7
Disclosures for First-time Adopters

HKAS 24 (Revised) Related Party Disclosures

HKAS 32 Amendment Amendment to HKAS 32 Financial
Instruments: Presentation —
Classification of Rights Issues

Amendments to HK(IFRIC)-Int 14
Prepayments of a Minimum
Funding Requirement

Extinguishing Financial Liabilities
with Equity Instruments

HK(IFRIC)-Int 14
Amendments

HK(IFRIC)-Int 19

Amendments to a number of
HKFRSs issued in May 2010

Improvements to
HKFRSs 2010

Other than as further explained below regarding the impact
of HKAS 24 (Revised) and amendments to HKFRS 3, HKAS
1 and HKAS 27 included in Improvements to HKFRSs 2010,
the adoption of the new and revised HKFRSs has had no
significant financial effect on this financial information.

The principal effects of adopting these new and revised
HKFRSs are as follows:

HKAS 24 (Revised) clarifies and simplifies the definition of
related parties. It also provides for a partial exemption of
related party disclosure to government-related entities for
transactions with the same government or entities that are
controlled, jointly controlled or significantly influenced by the
same government.

Improvements to HKFRSs 2010 issued in May 2010 sets out
amendments to a number of HKFRSs. There are separate
transitional provisions for each standard. While the adoption
of some of the amendments results in changes in accounting
policies, none of these amendments has had a significant
financial impact on the Group. Details of the key amendments
most applicable to the Group are as follows:

(@) HKFRS 3 Business Combinations: Clarifies that the
amendments to HKFRS 7, HKAS 32 and HKAS 39 that
eliminate the exemption for contingent consideration do
not apply to contingent consideration that arose from
business combinations whose acquisition dates precede
the application of HKFRS 3 (as revised in 2008).
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N BREFTRS  FMEHDHRRE
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#2010 5 A% 2 2010 F&ER1 7%
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ERAZEEF] - FIERBIHEER
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BETER 8 - HEBZFER]
BMrefrE@dE+ERNBTE -
BARAEEz FEEBIZFEN
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(@) BAEMBREEAFEIRXFS
of MAEBMBREERET
¥ BAGTEAERERER
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Notes to the Condensed Consolidated Interim Financial Information (continued)
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2. Basis of preparation and accounting policies
(continued)

(a)

(continued)

In addition, the amendments limit the measurement
choice of non-controlling interests at fair value or at the
proportionate share of the acquiree’s identifiable net
assets to components of non-controlling interests that
are present ownership interests and entitle their holders
to a proportionate share of the entity’s net assets in the
event of liquidation. Other components of non-controlling
interests are measured at their acquisition date fair value,
unless another measurement basis is required by another
HKFRS.

The amendments also added explicit guidance to clarify
the accounting treatment for non-replaced and voluntarily
replaced share-based payment awards.

HKAS 1 Presentation of Financial Statements: Clarifies
that an analysis of other comprehensive income for
each component of equity can be presented either in
the statement of changes in equity or in the notes to the
financial statements.

HKAS 27 Consolidated and Separate Financial Statements:
Clarifies that the consequential amendments from HKAS
27 (as revised in 2008) made to HKAS 21, HKAS 28 and
HKAS 31 shall be applied prospectively for annual periods
beginning on or after 1 July 2009 or earlier if HKAS 27 is
applied earlier.

3. Operating segment information

For management purposes, the Group is organised into
business units based on the nature of their products and
services and has four reportable operating segments as follows:

(a)

CHINA FOODS LIMITED

the beverages segment is engaged in the processing,
bottling and distribution of sparkling beverages and
distribution of still beverages;

the wines segment is engaged in the production, sale and
trading of grape wine and other wine products;

the kitchen foods segment is engaged in the distribution
of retail packaged cooking oil and other consumer food
products; and

the confectionery segment is engaged in the production
and distribution of chocolate and other related products.

Interim Report 2011
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Notes to the Condensed Consolidated Interim Financial Information (continued)
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3.

Operating segment information (continued)

Management monitors the results of its operating segments
separately for the purpose of making decisions about resource
allocation and performance assessment. Segment performance
is evaluated based on reportable segment results. Segment
results are measured consistently with the Group’s profit before
tax except that interest income, dividend income, finance
costs, share of profits of associates, as well as unallocated
head office and corporate results are all excluded from such
measurement.

Segment assets exclude deferred tax assets, tax recoverable,
pledged deposits, cash and cash equivalents, available-for-
sale investments, equity investments at fair value through profit
or loss, investments in associates and other unallocated head
office and corporate assets as these assets are managed on a
group basis.

rESWEN (FH)

EEEERERLED A 2 %4E -
IR A BB R D BL AR E R AHA R
B pBRB[IVBREBEA FE2HRDAE
PRETTRIS - D ERRA A E 2R
BRDE N 2 s ERFT B ZAtED
BEMBWA - REEA - BEK
A BAGBERBEN KRN B

DHMEETBRELEHRBAEE - AJ K
EIFIE - HRER  ReMReEE
HA - AAEHERE BAFEIIA
Bam 2 BAKRE REERARZKRE
REMADEALRAREE AR
SEEERKREEETE -

Six months ended 30 June 2011 Beverages Wines
HZ2011%6 A30R1LAEA R BE
HK$'000 HK$'000
FHET TR
(Unaudited)  (Unaudited)
(REER) (REBR)
Segment revenue: DEKE :
Sales to external customers  $HETFINREF
Other revenue HitfA
Segment results DEEE
Reconciliation: #HiE -
Interest income FIEUA
Dividend income and B SHA R
unallocated gains Fvaaeny
Finance costs AR A
Share of profits of associates  FEAHHSE N AL F
Corporate and other ARl REA
unallocated expenses AL
Profit before tax BRAE AL
30 June 2011 201156H30H
Segment assets PHEE
Reconciliation: #ig -
Elimination of intersegment MisE 7 EPRIFELK
receivables FE
Investments in associates REE DA 7B
Corporate and other AR REAM
unallocated assets AOMEE
Total assets EE®E

Kitchen Confec-
foods tionery Total
BERS RERH &5t
HK$'000 HK$'000 HK$'000
T TR THT
(Unaudited)  (Unaudited)  (Unaudited)
(REER)  (CREER)  (REER)

o £ b A PR T

2011 45 v YT e
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3. Operating segment information (continued) 3. RESIER (E)
Kitchen Confec-
Six months ended 30 June 2010 Beverages Wines foods tionery Total
HZ2010%6 A30H1E7~EA Rt ik BER® NG At
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THT THL THL THT THL
(Unaudited)  (Unaudited)  (Unaudited) ~ (Unaudited)  (Unaudited)
(REEZ) (REER) (REER) (REER) (REER)
Segment revenue: DEE :
Sales to external customers  SAEFINREF 3951931 1455518 2,853,834 182948 8444231
Other revenue HipA 32,950 9,097 8,370 1,137 51,554
3,984,881 1,464,615 2,862,204 184,085 8,495,785
Segment results PTHEE 212,104 165,474 9,501 (32,497) 354,582
Reconciliation: -
Interest income FEWA 14,060
Dividend income and BREBAR
unallocated gains AoEME 44 492
Finance costs BEMAE (23,914)
Share of profits of associates ~ JE/EHH & A Al 7 12,398
Corporate and other AR REA
unallocated expenses b (36,498)
Profit before tax BREARF 365,620
Kitchen Confec-
31 December 2010 2010F 124318 Beverages Wines foods tionery Total
Rkt i) BHERM NG Bt
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THT TR THEL THL THL
(Audited) (Audited) (Audited) (Audited) (Audited)
(&) (fe=%) (&) (L&) (fe=tz)
Segment assets PHEE 5437688 4492200 2,178,630 487305 12,595,823
Reconciliation: -
Elimination of intersegment Wiss 7 ERRI R
receivables FE (4,977,394)
Investments in associates REERNR 2 RE 545,201
Corporate and other AalREA
unallocated assets APOMEE 6,811,340
Total assets EELE 14,974,970

CHINA FOODS LIMITED

Interim Report 2011



Notes to the Condensed Consolidated Interim Financial Information (continued)
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4.

Revenue, other income and gains 4.

Revenue, which is also the Group’s turnover, represents the
net invoiced value of goods sold, after allowances for returns
and trade discounts, during the period.

An analysis of the Group’s other income and gains is as

WA ~ A R s

WA(REE 2 E%8) THER A
BRELESFMENEEHEMHE

FFE-

REBEAMPARKZEDITIAT

follows:

For the six months ended 30 June

BZ6 83081 ER
2011 2010
2011 % 20104
HK$’000 HK$'000
FET FAET
(Unaudited) (Unaudited)
(REERK) (REgE=Z)
Other income Hug A
Gross rental income HEW A BT 3,423 748
Bank interest income SRITH B YA 10,847 10,408
Interest income from BAEZRIERE Y
held-to-maturity investments FBUA 3,208 3,652
Dividend income from AEHERE Y
available-for-sale investments % B U A 36,926 43918
Dividend income from equity BAFEIIAEBGRZ
investments at fair value A E 2
through profit or loss xR EMA 231 60
Government grants* BT En * 9,386 14,885
Compensation income mmEWA 6,209 5,305
Commission income A PN 21,452 22,756
Sale of by-products and scrap items Bl E @ KR EERHE B 4,396 6,843
Others Hitb 3,575 643
99,653 109,218
Gains g
Foreign exchange differences, net MEHZERE - JFRE - 8883
- 888
99,653 110,106

* Various government grants have been received for investments
in certain provinces in Mainland China in which the Company’s
subsidiaries operate. There are no unfulfilled conditions or

contingencies relating to these grants.

AL B E 2 KT - R
B R EINTE R Rl P2 B
WETE D © H R IR AR
EZIFIFE A EFER

hE A AT 2001 AR R
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5. BEMRA
AEERERADHNT :

5. Finance costs

An analysis of the Group’s finance costs is as follows:

For the six months ended 30 June
BZ6HA30BLX<ER

2011 2010
20114 20104
HK$’000 HK$'000
FExT FET
(Unaudited) (Unaudited)
(REEX) (REHEZ)
Interest on: AME
Bank loans wholly repayable hFRNEHEES
within five years RITERK 10,266 13,435
Loans from a fellow subsidiary EES NG
and a non-controlling BB A F) 2 FEIEAR
shareholder of a subsidiary [R5 2 B 81 1,878
Others EAth 23,576 8,601
33,923 23,914

6. Profit before tax 6. BR¥LANER

AEE 2 BRBADE M Tk (GEA)
THIBIE

The Group’s profit before tax is arrived at after charging/
(crediting):

For the six months ended 30 June

BZ6A30B1XER
2011 2010
20114 20104
HK$’000 HK$'000
FExT FAET
(Unaudited) (Unaudited)
(REERK) (REgEZ)
Cost of inventories sold EHEFEERA 10,292,059 6,143,297
Provision against inventories FEBRE 3,516 9,588
Cost of sales SHERAR 10,295,575 6,152,885
Depreciation e 197,251 157,312
Amortisation of other intangible assets Hfib & N 5,223 2,624
Recognition of prepaid land premiums HRBEN LS 2,993 3,010
Reversal of impairment of receivables FEWGRIB R ER D (139) (5)
Loss on disposal of items of property, HEWE - BEK
plant and equipment HEEE 2 EE 2,357 1,142
Fair value losses on equity investments BAFEIIABGRS
at fair value through profit or loss AR E 2 A FEEE 165 1,230
Loss on disposal of available-for-sale HETHRPEREZ
investments =g} - 453
Foreign exchange differences, net HNE T EFR 247 (888)
Impairment of available-for-sale AfHERE L
investments HE 318 -

CHINA FOODS LIMITED  Interim Report 2011



Notes to the Condensed Consolidated Interim Financial Information (continued)
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7.

Income tax expense

Hong Kong profits tax has been provided at the rate of 16.5%
on the estimated assessable profits arising in Hong Kong
during the period (six months ended 30 June 2010: Nil). Taxes
on profits assessable elsewhere have been calculated at the
rates of tax prevailing in the jurisdictions in which the Group
operates.

Under the PRC income tax laws, enterprises are subject to
corporate income tax (“CIT”) at a rate of 25%. However,
certain of the Group’s subsidiaries are operating in specific
development zones in Mainland China, and the relevant
authorities have granted these subsidiaries preferential CIT rate
of 24%. In addition to the preferential CIT rates granted to the
Group’s certain subsidiaries in Mainland China, tax holidays
were also granted by the relevant authorities to some other
subsidiaries of the Group, where CIT is exempted for the first
two profitable years of the subsidiaries and is chargeable at
half of the applicable rates for the subsequent three years.

FREHx<

EENESHEBCIEREERESE
AT EEREFIAL65% (FE
20106 A30HIE/NAA « E)WNFIER
Ve » Hihib @ 2 FERRF % F 2 B |
BAREBEE AR ZBEITHRE

| s
=t+5
Al 7T ©

REBEPBERMEHE - BEBK25%
MR EHREXMEN(EEMRS
Bl o R AEEETHEBRRTD
AR B K BE A0 5 Bl B R M [ AR R
% ARERERTZEHEAR
2% ENBELEMEHE - BAKH
R B B By A T K B R R R B
BEEMEHEIN BRERERT
AEBETHMMBLAT RSB - B
TE B I8 2~ A B 28 N 6 A R
MEEMRFH - URBEERO=EFE
RERAREN — R EEMEH -

For the six months ended 30 June

BZ6HA30H1ENEA
2011 2010
20114 20104
HK$’000 HK$'000
FET FHEIT
(Unaudited) (Unaudited)
(REEZR) (REgEEZ)

Current charge for the period BRHIRR

Hong Kong EH5E 612 -
Mainland China R A 187,277 104,127
Deferred IRAE (771) 471
Total tax charge for the period AEAMBIIES K48 EE 187,118 104,598

The share of tax attributable to associates amounting to
HK$8,257,000 (six months ended 30 June 2010: HK$4,526,000)
is included in “Share of profits of associates” in the condensed
consolidated income statement.

Since 2009, the Ministry of Finance and the State Administration
of Taxation have issued a series of regulations and rules,
with retroactive effect on 1 January 2008, concerning group
restructuring (collectively, the “Group Restructuring Tax
Rules”). During the year ended 31 December 2008, the
Group undertook certain intra-group restructuring activities
(the “Restructuring”). Should the basis set forth in the Group
Restructuring Tax Rules be adopted, there might be relevant
tax exposure to the Group. After giving due consideration
of key factors including the relevant legal interpretation and
opinion about the Group Restructuring Tax Rules and the
prevailing tax practices, the Company considers that it is
more likely than not that the Restructuring will not give rise
to the relevant tax exposure to the Group, if any. Accordingly,
no provision thereon has been made in the interim financial
information.

JE 16 B & X 7] B IB # 28,257,000
BT (HZE2010F6 A30B 1L/ A -
4,526,000/87T) © 2t AL A K
NIRERAR [ FE(REE A RDER | & o

H 20094 - B EER M B R A5 48 R 7R
o TN EBEEEN — RIED KRR
Al(EAa [ SEEEMBKAA]) - 8
2008 F1ALIEREREERURS - &BE
2008F 12 A31 HIEFE - NEEHETT
TETEEMNEE@EH(EE]) -
i TSREMBARGHRA | Praiay L%
JEBRAN - NSRBI A] B R AH BT TS AL
B KBEZERIEZAR(BIETEH
EERBRA WRRAERERER
ARBITHRBER) R ARBRL -
BT KA RS BAKBENERENRE
BBz (f85) - Bt - BEEFR LR Z T
IR A B R R L B o

PR ERAERAE 20114 R
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8. Dividend

8.

Hﬁ ¢§s

For the six months ended 30 June
HZ6HA30HIEAEAR

2011 2010
2011 20104
HK$'000 HK$'000
FHT FET
(Unaudited) (Unaudited)
(REEZR) (REEZ)
Interim — HK4.07 cents FRE— SRR RAR 4.07 L
(six months ended 30 June 2010: (HE2010F6 A30H
HK2.30 cents) per ordinary share LEREA - 2.30%40) 113,661 64,227

Earnings per share attributable to ordinary equity
holders of the parent

The calculation of basic earnings per share amount for the
period ended 30 June 2011 is based on the profit for the
period attributable to ordinary equity holders of the parent
of HK$315,382,000 (six months ended 30 June 2010:
HK$178,735,000) and the weighted average number of
ordinary shares of 2,792,460,861 (six months ended 30 June
2010: 2,792,409,248) in issue during the period.

The calculation of diluted earnings per share amount for the
period is based on the profit for the period attributable to
ordinary equity holders of the parent. The weighted average
number of ordinary shares used in the calculation is the
number of ordinary shares in issue during the period, as
used in the basic earnings per share calculation, and the
weighted average number of ordinary shares assumed to have
been issued at no consideration on the deemed exercise or
conversion of all dilutive potential ordinary shares into ordinary
shares.

CHINA FOODS LIMITED  Interim Report 2011

9.
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HZE2011F6 830 HE T E AR
BAYEEES AR LR ESE
A A FE (5 #1351 315,382,0007% 7T
(& £2010%F6 8300 1F/~ 1@ A :
178,735,000/8 7T ) A R BIRE %
1T hn#E S 15 3@ A% 2,792,460,861 A%
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9. Earnings per share attributable to ordinary equity
holders of the parent (continued)

The calculations of basic and diluted earnings per share are

9.

FAREERESRES AENE
sREF (H&)

BREANEE R 25 EIRE -

—

based on:
For the six months ended 30 June
BZ6HA30H1<ER
2011 2010
2011 % 20104
HK$’000 HK$'000
FHET FHIT
(Unaudited) (Unaudited)
(REEZX) (RE&EZ)
Earnings ZF|
Profit attributable to ordinary equity RARETESREERRFN
holders of the parent used in the [SYNCIE-S &g o
basic earnings per share calculation B AEE &R 315,382 178,735
Number of shares
For the six months ended 30 June
B EE
HZ6A30BLANER
2011 2010
2011 % 2010
(Unaudited) (Unaudited)
(REEX) (RE&EZ)
Shares 8v)

Weighted average number of
ordinary shares in issue during
the period used in the basic
earnings per share calculation

Effect of dilution — weighted average
number of ordinary shares:
Share options

ARFTEEK
EARBN 2 A
ERITE AR
pilll= RSk

BEYE - LTRK

I8 -
R

2,792,460,861  2,792,409,248

921,706 3,288,427

2,793,382,567 2,795,697,675

hE A AT 2001 AR R
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10. Property, plant and equipment

11.

CHINA FOODS LIMITED

During the six months ended 30 June 2011, the Group
acquired items of property, plant and equipment at a total
cost of HK$185,189,000 (six months ended 30 June 2010:
HK$214,493,000) and disposed of items of property, plant and
equipment with a total net carrying amount of HK$13,245,000
(six months ended 30 June 2010: HK$7,473,000).

10. 1% - BERRE

REZE2011F6 A30R 1FMER - &
EEWEME  BERREBEEB 2K
N4A%8 /5 185,189,000 % 7T (B, = 2010
F6A30H1E/5EA : 214,493,000/
7T HEWE BEMREHEE ZE
T H (E 48 %8 /13,245,000 7T (B &
20106 A30H -7~ E A 7,473,000
BIT) o

Accounts and bills receivables 11. ERERFR R EE

30 June 31 December

2011 2010

20114 20104

6 H30H 12A31H

HK$’000 HK$’000

FHET FETT

(Unaudited) (Audited)

(REER) (&#Z)

Accounts and bills receivables FEURBR T 1,369,481 1,640,697
Impairment BB (23,272) (24,638)
1,346,209 1,616,059
The Group’s trading terms with its customers are mainly on BREERPIN AEBEEFPZESK

credit, except for new customers, where payment in advance
is normally required. The credit period is generally for 30 to
90 days. Each customer has a maximum credit limit. The
Group seeks to maintain strict control over its outstanding
receivables and has a credit control department to minimise
credit risk. Overdue balances are reviewed regularly by senior
management. In view of the aforementioned and the fact that
the Group’s accounts receivable relate to a large number of
diversified customers, there is no significant concentration of
credit risk. Accounts and bills receivables are non-interest-
bearing.

Interim Report 2011
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11. Accounts and bills receivables (continued) 11. ERERFA R ZE (&)
An aged analysis of the Group’s accounts and bills receivables REEBRR AEE R ERER R EE
as at the end of the reporting period, based on the invoice date BR R 1Z T 2 B A HIBR BB 2 4T 40
and net of impairment, is as follows: N
30 June 31 December
2011 2010
2011 % 20104
6 A30H 12 H31H
HK$’000 HK$'000
FER FiBT
(Unaudited) (Audited)
(REEER) (J&E1z)
Within 3 months =EAR 1,014,629 1,216,256
3 to 12 months =EAE+ZEAR 322,208 396,730
1to 2 years —FERFA 9,243 2,898
Over 2 years BBMF 129 175
1,346,209 1,616,059
12. Accounts and bills payables 12. BERHERERRERE
An aged analysis of the Group’s accounts and bills payables as R|EMR AEBENERRERE
at the end of the reporting period, based on the invoice date, is IRRIREZEHOMIT -
as follows:
30 June 31 December
2011 2010
20114 20104
6 H30H 12A31H
HK$’000 HK$'000
FER FAET
(Unaudited) (Audited)
(REER) (feg1z)
Within 3 months =EAR 1,281,231 825,497
3to 12 months —EAZE+Z@EANR 265,185 161,753
1to 2 years —FERFA 506 11,879
Over 2 years BBMRF 1,486 735
1,548,408 999,864

O e LAE 2011 4R R 73
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30 June 2011

201146 4308

13. ¥B466t

R2011F2 8 ARRIZEKHBRF
Top Glory Wines & Spirits Europe SAS
B Y8/ % =77 Philippe Raoux SASU
8 Société Du Chateau de Viaud SAS
([Chateau de Viaud SAS])100% &
E(TWEBEE]D BeRELAR
8,253,000 % 7t (#H & 14 #785,714,000
BIT) c WEEBAKRER 2K - U
BEEEHRE MEEEMD BN TR
[& o

13. Business combination

In February 2011, Top Glory Wines & Spirits Europe SAS,
a wholly-owned subsidiary of the Company, acquired the
100% interest in Société Du Chateau de Viaud SAS (“Chéateau
de Viaud SAS”) from Philippe Raoux SAS, an independent
third party, at a cash consideration of approximately
EURS8,253,000 (equivalent to approximately HK$85,714,000)
(the “Acquisition”). The Acquisition was made as part of the
Group’s strategy to diversify its vineyards and production bases
in different regions.

A summary of the fair values of the identifiable assets and Chateau de Viaud SAS RUIEBEEZ
liabilities of Chateau de Viaud SAS as at the date of the AHAEERBBEZAFEREZMN
Acquisition was as follows: N

74

Fair value

recognised on

acquisition

U BB R

ZNFE

HK$'000

FBT

Property, plant and equipment Yz - BB MR E 61,389
Biological assets EYEE 14,426
Inventories FE 16,098
Accounts receivable FEUL AR X 102
Prepayments, deposits and other receivables — FBRTRUIE ~ 24 R H (b E W ZIE 213
Cash and bank balances Re RIRTTEEH 800
Accounts and bills payable EREZREEE (522)
Other payables and accruals HE M RIERERAE (407)
Interest-bearing bank borrowings STRERITER (45)
Deferred tax liability RIERIEE & (13,823)
Total identifiable net assets at fair value AT EERZ I H#REEFRE 78,231
Goodwill on acquisition W BB EE A 2 i 7,483
Satisfied by cash ReHF AT 85,714

CHINA FOODS LIMITED  Interim Report 2011
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13. X¥a 0 (&)
BUEEBRELEZRERAIAT -

13. Business combination (continued)

An analysis of the cash flows in respect of the Acquisition is as
follows:

HK$'000

FAET

Cash consideration paid ENBEERE (85,714)

Cash and bank balances acquired g AR & RIRTTAERR 800
Net cash outflow of cash and cash equivalents FtUWEEEBEMESZIRE K

in respect of the Acquisition ReFEERRHLFHE (84,914)

W EE =184 - Chateau de Viaud SAS
HZE20115F6 A30H I NEARAE
ERLEFEEE 7,082,000 7T KA A
EENERE BN ERNRT] 2,262,000
T o

14. KRERNZH
AEDRBELEHTHRAE T

NEYE - PRAEYEBANL WA <
HEER 1 Z 10515 -

Since the Acquisition, Chéateau de Viaud SAS contributed
HK$7,082,000 to the Group’s turnover and a profit of
HK$2,262,000 to the consolidated profit for the six months
ended 30 June 2011.

14. Operating lease arrangements

The Group leases certain of its office properties under
operating lease arrangements. Leases for office properties are
negotiated for terms ranging from one to ten years.

At the end of the reporting period, the Group had total future E/\\ﬁﬁ%ﬂﬂﬂi C REBIRIBET A HEEL
minimum lease payments under non-cancellable operating EHRNEN R RRERSEERN
leases falling due as follows: N

30 June 31 December

2011 2010

2011 £ 20104

6 A30H 12H31H

HK$’000 HK$'000

FET FETT

(Unaudited) (Audited)

(REBEZR) (Ez)

Within one year —FR 52,534 44143
In the second to fifth years, E_FEFERF

inclusive BREEEMTE 55,916 52,240

After five years AFi% 85,082 82217

193,532 178,600

WO 2011 A 75



Notes to the Condensed Consolidated Interim Financial Information (continued)
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30 June 2011
201146 A30E
15. Capital commitments 15. EAREPE
In addition to the operating lease commitments detailed in note Br ESCMIRE 14 Pl o 48 & A0 4y R &
14 above, the Group had the following capital commitments at G REBERIRE B R 2 & A EPE
the end of the reporting period: N
30 June 31 December
2011 2010
20114 20104
6 A30H 12A31H
HK$’000 HK$'000
FHET FA&T
(Unaudited) (Audited)
(RESER) (fg1z)
Property, plant and equipment: W - B R
Authorised but not contracted BREERETH - 398
Contracted, but not provided for BRTAERFHRE 76,785 14,289
76,785 14,687
16. Contingent liabilities 16. AAE
Save as disclosed in note 7 to the condensed consolidated K@EQ%EE%?/ETEPﬁﬂﬂﬁ%ﬁﬂ%ﬁ?ﬁﬂ&
interim financial information, the Group had no significant BN - R E AR RE L B E
contingent liabilities at the end of the reporting period. RKABE -
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Notes to the Condensed Consolidated Interim Financial Information (continued)
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30 June 2011
201146 A30H

17. Related party transactions

(@) Apart from the transactions and balances disclosed
elsewhere in the financial information, the Group had the

following material transactions with related parties during

the period:

17. BEALR S

(a)

BRI E R E M 7 P B 2 2
5 MAERRIN - AR BN ER B R

BATETZEARZNT

For the six months ended 30 June

BZ6 A30H1<EAR
Notes 2011 2010
Kzt 20114 20104
HK$’'000 HK$'000
FET FHT
(Unaudited) (Unaudited)
(REEZX) (RE&FEZ)
Transactions with EA[R R B A A
fellow subsidiaries: LR
Sales of goods HES M@ (i) 42,373 4,822
Purchases of goods BEED (1) 3,547,715 1,486,503
Service fee income BR7% & PRI A (i) 9,801 4,973
Rental expenses e Hh (i) 7,472 8,712
Interest expenses FIEZH (ii) 81 835
Transactions with the Sy S 2 /NG
ultimate holding company: PR
Sales of goods HESm (i) = 105
Rental expenses ez (i) 358 1,299
Transactions with associates: ~ BEEtENF 75 ¢
Sales of goods HESm (1) 11,484 7,004
Purchases of goods EEER (i) 838,158 527,935
Transactions with B 238 N A
related companies*: IR
Sales of goods HESm (i) 10,096 13
Purchases of goods BEEMD (1) 1,267,537 747535

# Related companies are companies under significant
influence by the Group’s ultimate holding company.

Notes:

(i) These transactions were carried out in accordance with the
terms and conditions mutually agreed by both parties.

(i) Interest expenses arose from the loans from COFCO
Finance Corporation Limited (“COFCO Finance”), a wholly-
owned subsidiary of COFCO Corporation, which are
unsecured, bear interest at a rate of 4.59% (six months
ended 30 June 2010: 4.37% to 4.86 %) per annum.

#

BHAE 1 7] 3 AN B R A IR
NABAFEZA]

Hiat

(i)

(ii)

oh B A A B E

REXR IR E T T 1%
JEZ IFFRARITAETT

ZEFEHZELR AT A
BEREEL A FEYE])
(FPIEEEGRA A 2 EHE
RAEDZEH  ZEEXRBEL
- 1ZFE4.59/F (B2 20106
H30H 15187 - 437/ EZ4.86
E)FtE -

2011 4R rh I
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Notes to the Condensed Consolidated Interim Financial Information (continued)

T WA Ao 5 v 301 04 25 R I wE (460)

30 June 2011
201146 A30H

17. Related party transactions (continued)

(b)

(c)

(d)

Transaction with a related party

Pursuant to certain licensing agreements entered into
between the Group and COFCO Corporation, the Group
was granted the exclusive rights to use certain trademarks
for its kitchen foods business. The licensing fees for
the current period and the prior period were waived by
COFCO Corporation.

Outstanding balances with related parties

Except for the loans of HK$29,380,000 from COFCO
Finance as at 31 December 2010, which are unsecured,
bear interest at a rate of 4.59% per annum and are
repayable within one year from the end of the reporting
period, the remaining balances with the holding
companies, fellow subsidiaries, associates and related
companies are unsecured, interest-free and have no fixed
terms of repayment.

Compensation of key management personnel of
the Group

17. BEALRZ (&)

(b) EH—BHEALZXRS
REAEEEFRBEEERAA
RIS 2B TR S  AREE
BB ARNEBFERMA
EBERETEE  mARAE
LR R ERETREE
BRARER

(c) BEALZREEERE
BrArE B %50 201046 12 A 31 H
Z B 3%29,380,000 7 JT ( 4 & 1K
B RFEBAOENERAR
BEHRRE-FRER) I &
BRndE - REMBAR - BEA
AN EERE 2 SRR T B
- B REETEERY -

(d) *EEFTEEEEASZRMH

For the six months ended 30 June
BZ6HA30H1XEAR

2011 2010

20115 20104

HK$’000 HK$'000

FHET FHET

(Unaudited) (Unaudited)

(REER) (REHEZ)

Short term employee benefits HEERET 4,425 2,854

Equity-settled share option expense A% 7ZN45 & BERY FE R 2 1,123 367

Pension scheme contributions IRIRET B 201 121
Total compensation paid to key NTFEEEREAE

management personnel 2 RN 4R EE 5,749 3,342
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Notes to the Condensed Consolidated Interim Financial Information (continued)

8 WA Ao 5 v 014 25 R wE (460)

30 June 2011
201146 A30H

17. Related party transactions (continued)

(e) Transactions with other state-owned enterprises

The Group operates in an economic environment
predominated by enterprises directly or indirectly
owned or controlled by the PRC government through its
numerous authorities, affiliates or other organisations
(collectively “State-owned Enterprises”). During the
period, the Group had transactions with State-owned
Enterprises including, but not limited to, sales and
purchases of processed foodstuffs and raw materials. The
board considers that transactions with other State-owned
Enterprises are activities conducted in the ordinary course
of the business, and that dealings of the Group have not
been significantly or unduly affected by the fact that the
Group and other State-owned Enterprises are ultimately
controlled or owned by the PRC government. The Group
has also established pricing policies for products and
services, and such policies do not depend on whether or
not the customers are State-owned Enterprises. Having
due regard to the substance of the relationships, the

board is of the opinion that none of these transactions is
a material related party transaction that requires separate
disclosure.

18. Fair value and fair value hierarchy

As at 30 June 2011 and 31 December 2010, the carrying
amounts of the Group’s financial instruments approximate to
their fair values.

The fair values of the financial assets and liabilities are
included at the amount at which the instrument could be
exchanged in a current transaction between willing parties,
other than in a forced or liquidation sale.

Fair value hierarchy
The Group uses the following hierarchy for determining and
disclosing the fair value of financial instruments:

Level 1: fair values measured based on quoted prices
(unadjusted) in active markets for identical assets or
liabilities

Level 2: fair values measured based on valuation techniques
for which all inputs which have a significant effect on
the recorded fair value are observable, either directly
or indirectly

Level 3: fair values measured based on valuation techniques
for which any inputs which have a significant
effect on the recorded fair value are not based on
observable market data (unobservable inputs)

17. BEALRF (&)
(e) BBHMBABLEZXS

AEER—Eh T EBRTEEX
FZBBESRME BB
A E B HE A ST MR
(R TBEALE]) BEMKER
BhgE - iR AEEERA
TEEETZIRZBEBTRNH
ERFRBEMIR G MR -
Exgdn BHEOERALEHE
TZR5HBRBEEXRBBIZE
TZEY  AEEZZERXHL
BXASENEMBBEARERT
BB REEGSER 2 EEM
BEREITERE - XEB TR
EABEmMEREZEBRK
MEZEFRRTEETEFERE
BAELEMHE - KEEEEZX
FHEZEE BEFEERR &
ERGUTBRTEEFRE

BERBEALRS -

18. AR ERAFEEBR
M2011%6 A30H8 & 2010412 A31

SRV
FEM

TREEMBBZATFEAZTAR
ETES i)

SEEMTAZEREREAR
=

Bk 3

577 (MIERAIERH

RS N2 AR 5 AR

AFEER

AEBERUTERERREEER

TAYAFHE

£ BRSEERABRERD
57 BB (RERE) HEZ
ATE

FEAERDAEZRTE
Mz FHERTD ZAEEA
BEEEXHEE/AUBREH
B YHEARQFERR
EvN-Z

FERAERDAEZATE
M&S[HERLDZABREA
B IRIE A BE M5 8UR
(FABRBAE) /L I

HEARAFEEAEERY

w5

hE A AT 2001 AR R
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30 June 2011
201146 A30H

18. Fair value and fair value hierarchy (continued)

18. 2 ER A FEER (F)

Fair value hierarchy (continued) ATEER (&)

Assets measured at fair value: B FEGE2 EE -

Group

TEE
As at 30 June 2011 Level 1 Level 2 Level 3 Total
M2011%6HA30H E—E I8 =g et

HK$’000 HK$'000 HK$'000 HK$’000
FEx FEx FiEx FET

Equity investments at fair BAFEETAERE
value through profit or loss ZREREE 19,034 - - 19,034
As at 31 December 2010 Level 1 Level 2 Level 3 Total
R2010F 12 A31 H F—E E_E E=E a5t
HK$'000 HK$'000 HK$'000 HK$'000
FHT FHAT FAT FHT

Equity investments at fair A ERT A B
value through profit or loss ZIERINE 19,199 - . 19,199

19. Approval of the condensed consolidated interim

financial information

19. BRGES PN B ER 2 E

The condensed consolidated interim financial information was % %5 M BAkR & T BB A5 AR 2011
approved and authorised for issue by the board on 29 August S8H2OBEEE S HfE RIRETE -
2011.
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