m ®
Yashili International Holdings Ltd
ITHNBERERARLLA
(Incorporated in the Cayman Islands with limited liability)

(REERETMRIINERAT)
Stock code BA1X5E : 01230

% -
Interim Report

$ﬁﬁ$&%20'| '|

! 3 -GOLD®
2 - s
. ot .II. L S - {
w s
= ' =4 4
. 4 -
-
A
|k i i
i T

guality ano
nealtny LiFE

BEEEL)




Corporate information

RAEVER

Financial highlights
MR E

Management's discussion and analysis

BEE® RO

Report of the directors

EEeRS

Consolidated income statement
A=

Consolidated statement of comprehensive income

BptRalEER

22

35

36

Contents B &%

Consolidated balance sheet

BHEERER

Consolidated statement of changes in equity

ABHER BB

Condensed consolidated cash flow statement

HHAHRERER

Notes to the unaudited interim financial report

RSB P IEHEM T

Review Report
ER WS

37

39

40

41

71



Corporate Information

ANCI-EE

Executive directors

Mr. Zhang Lidian
Mr. Zhang Likun
Mr. Zhang Liming
Mr. Zhang Libo

Mr. Zhang Yanpeng

Non-executive directors

Mr. Luo Yi
Mr. Zhang Chi

Independent non-executive directors

Mr. Yu Shimao
Mr. Chen Yongquan
Mr. Samuel King On Wong

Mr. Yu Shimao (Chairman)
Mr. Zhang Lidian
Mr. Chen Yongquan

Mr. Yu Shimao (Chairman)
Mr. Zhang Lidian
Mr. Chen Yongquan

Mr. Samuel King On Wong (Chairman)
Mr. Yu Shimao
Mr. Zhang Chi

Yashili International Holdings Ltd Interim Report 201 1

HITES
B I 4 5% £
% | 3 5% 2
SR FI A 5
5 % 5% £
B FE B 55 £

FHITES

‘AL
oot 5T A

BYFHTES

RUEEE
BRAK R SEAE
mEM T RE

RUEKEE(EE)
o M) 8 5% £
BRI R S

RURELE (EE)
o ) 8 5t £
BROK R e

BRREE(XE)
R ELE
SR Gt 5t A



Mr. Zhang Lidian
Mr. Wu Xiaonan

Mr. Wu Xiaonan
Mr. Joseph Chan Shing Yee

Yashili International Holdings Ltd

3 June 2010

Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111
Cayman Islands

Hong Kong Stock Exchange 01230

Corporate Information (continued)

o ) 8 5% £
REEFEEEE

REFLELE
RAE&ELLE

ML ABERZERER QA

|
Al
|
A
_m
>F
i
1]
m

Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111
Cayman Islands

BB ER S FAT01230

HLREARZRERAF

ARER ()

RS

3



Corporate Information (continued)
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Net cash inflow/(outflow)

Earnings per share (RMB cents)
— Basic —HAK
— Diluted —#E

Financial Highlights
MBRREE

Turnover B
Gross profit EH
Profit attributable to equity holders 7K A & J& 4 3% B A FE15 7 H

of the Company

RETEME
FRERACRE)

BREMARE : 9)

from operation

With a steady growth in operating revenue, the Group recorded
sales revenue of RMB1,443.9 million during the period, representing
an increase of 5.0% over the same period last year.

For the six months ended 30 June 2011, gross profit declined by
RMB29.6 million mainly due to the surge in raw material costs. In
addition, taxation subsidies decreased by RMB22.8 million,
advertising expenses climbed up by RMB36.5 million, and given the
expiry of certain preferential taxation previously enjoyed by the
Group primarily, effective tax rate increased from 15.4% in the
same period last year to 27.4% in the current period. Due to the
combined effect abovementioned, net profit attributable to
shareholders of the Group during the period amounted to
RMB150.1 million, representing a decline of 37.4% over the same
period in 2010.

As the net profit fell and the number of ordinary shares of the
Group after the global offering in the second half of 2010
increased, the Group's basic earnings per share amounted to
RMB4.3 cents during the period, representing a decline of 47.6%
over the same period in 2010, and diluted earnings per share
amounted to RMB4.2 cents, representing a decline of 47.5% over
the same period of 2010.

Yashili International Holdings Ltd Interim Report 201 1

Percentage

2010 change

—E—EF 2L
RMB million
ARBEET

1,375.5 5.0%

811.6 —3.6%

239.7 -37.4%
(38.5)

8.2 -47.6%

8.0 —47.5%

EERARZBREFE SERNHRAE
BHEEWRAARK144398 8 T &
£ F R BfHE HN5.0% ©

HE_T——F~A=Z+HA~M@AA
N EZHREMBKRAE EABRE
FITEEARE26HE T B U fmah
BMAOARE28EEL: BEHMAZIE
MARBISEBETL: REEHRE
ERT=FME THBERERILEM
SEBMERLEFRBAI15.4% LA
EAHW274% TBERE LA E
WiReaTE SERHERAEBRRRE
RFFEAABARKBISOIEE L 8=
T ZFERATETI74% -

AR FHNETRARAEER - —F
FTHFE2HEERLTBRKRHE
M SERARERERABFNAAR
a3 BR_ZF—ZFFERBTH
T476% BRESEMNR/AR®KAL2
D BRIE—ZFERPATMET47.5% °



Management’s Discussion and Analysis

For the six months ended 30 June 2011, the Chinese economy still
maintained growth with gross domestic products nationwide amounting
to RMB20,445.9 billion in the first half of the year. Price level continued
to show an upward trend, while the consumption power of residents is
expected to continue to grow. With the continuous effect of the national
policy on expanding domestic demand, the retail sales volume for
consumables amounted to RMB8,583.3 billion during the period.

For the dairy product industry, the strategy of focusing on sales rather
than milk source followed by enterprises in the milk industry in China had
caused safety issues in dairy products. Such development prompted
enterprises to enhance their control on milk source and caused consumers
to pay more attention to brand and quality. With the increase in
consumption and demand as well as the diversification and high-end
development of consumption choices, Chinese dairy product enterprises
has, during the period, raised their investment in product development.
With the increasing number of enterprises introducing high-end and
differentiated products as the breakthrough for expanding market shares,
foreign enterprises has also further developed their channels downwards
and established sales network in more cities, thereby making market
competition increasingly keen.

Since 2003, China has implemented the quality and safety market entry
system for food products such as pediatric milk powder and pediatric
nutrient rice flour. In November 2010, General Administration of Quality
Supervision, Inspection and Quarantine of the People’s Republic of China
stipulated that all the prevailing enterprises with production permits on
dairy products and pediatric milk formula shall re-apply for production
permits, and those without the new production permits shall be
suspended from production by the end of March 2011. On 31 March
2011, the nationwide re-examination for all dairy products and pediatric
milk formula enterprises has been completed, and 643 out of 1,176 dairy
product enterprises have passed the re-approval for production permits.
Among the above, 114 pediatric milk formula enterprises out of the
original 145 enterprises has passed the examination. All dairy product
enterprises under the Group have passed the re-examination for
production permits.
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Management’s Discussion and Analysis (continued)

EEE W& (&)

Established in 1983, we mainly focus on the production and sales of
pediatric milk formula products and nutrition food since 1998. In 2002,
we launched the Scient brand pediatric milk formula. Our headquarter is
situated in Chaozhou, Guangdong province with plants distributed in
Guangdong, Shanxi and Heilongjiang, etc.

We are a leading player in China’s pediatric milk formula industry, and
also have a leading position in the soymilk powder market in China. Our
business mode integrates high brand recognition, imported premium
diary raw materials and proprietary formula, striving to establish a high
standard of quality supervision and quality assurance system. For aspects
such as supply, production and distribution chain, quality control
measures are improved continuously in the pursuit of becoming a first-
class enterprise in the research and production of pediatric milk formula.
We strictly follows the national standard to formulate a comprehensive
quality assurance plan, which is fully implemented in the corporate level,
striving for providing the consumers with safe and premium products.

We have two well recognized brands, under which various product series
are sold targeting different consumer segments, of which Yashily is
mainly positioned to middle-end and upper-end consumer segments and
Scient is positioned to high-end consumer segment. We also sell four
types of nutrition food, namely soymilk powder and pediatric rice flour
under Yashily brand, cereal under Zhengwei brand as well as milk powder
for adults and teenagers under Youyi brand.

Leveraging on the product series under well recognized brands such as
Yashily, Scient, Zhengwei and Youyi, we strive to develop trustworthy
nutrition products for consumers, with a view to facilitate the healthy
growth of infants and young children nationwide and satisfy the nutrition
needs of adults. Our business mode integrates key factors including
imported premium diary raw materials, proprietary milk formula, top
production system and professional marketing team with thorough
knowledge on local consumer market, thereby providing all consumers
with products of assurance.
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Management's Discussion and Analysis (continued)

Introduction by products

Pedliatric milk formula products

We mainly develop pediatric milk formula products to satisfy the
health and nutrition needs of infants and young children during
daily feeding. Our pediatric milk formula could act as a major source
of nutrition of infants and young children in auxiliary to breast milk.
All of our branded pediatric milk formula products are mainly
produced by imported premium raw milk procured from New
Zealand and Australia, while some of our Scient series pediatric milk
formula products are also imported in their original form from the
United States. We are devoted to develop the milk formula with the
most ideal nutrition mix to closely cater to the needs of infants and
young children during different stages of their growth and
development.

Nutrition Food

We also sell four types of nutrition food, namely milk powder for
adults and teenagers under Youyi brand, soymilk powder, rice flour
and cereal under Yashily brand and cereal series under Zhengwei
brand.

We manufacture and sell various milk powder products with
different nutrition mix tailored for consumers with specific needs,
such as milk powder for adults who need iron and calcium
supplements, as well as extra vitamin and mineral products suitable
for ordinary people.

Our soymilk powder series includes six products with their nutrition
ingredients formulated in accordance with needs, which are not
only suitable for specific consumer segments (eg. middle-aged and
elderly people and women), but also for consumer segments

seeking healthy choices of nutritional products.

Our rice flour series includes different nutrition products with
different ingredients formula and various flavors, which satisfies the
growth needs for infants and young children aged 6 to 36 months.

Our cereal products include oatmeal cereal and mixed cereal, which
cater to needs of specific adult groups as well as ordinary
consumers.
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Management’s Discussion and Analysis (continued)

EEE W& (&)

Marketing

We sell our products via a comprehensive national sales and distribution
network, which covers all regions within mainland China. Such network
comprises of around 1,300 regional distributors, who directly or indirectly
further distribute our products to over 90,000 retail outlets, including
supermarkets, department stores, specialty stores and large membership
chain supermarkets as well as grocery stores. Our extensive distribution
network is formed by more than 2,000 marketing staff under the support
of 290 liaison locations. In the second half of the year, we will continue
to develop our channels as well as expand our retail online stores and
sales promotion, particularly by increasing our investment in maternity
channel.

We have implemented a system of sales management and an efficient
structure of incentives to continuously attract and motivate capable
distributors and staff to increase our revenue and market share. Our
stringent control over our distribution network ensures that all distributors
manage sales and customer contacts in their designated sales territories
according to our distribution policy and sales strategy. Our effective
product tracking system, in which a unique two-dimensional bar code is
marked on each packaging unit, allows us to track the details and
movement of every finished product by distributors and effectively
prevent distributors’ cross-territory sales. Over our long operating history,
by providing our distributors with an effective system of sales
management and superior sales and distribution network, we have been
able to develop a stable network of distributors and establish close
partnerships. Over 30% of our distributors had maintained a business
relationship with us for over five years, of which some even span for more
than 20 years.

In March 2011, Yashili opened its official flagship store in Taobao Mall,
signifying the Group's first time for the entry into the online purchase
market. In the second half of the year, we plan to sign agreements with
more electronic commerce websites to consistently expand the scale of
our online sales.
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Management's Discussion and Analysis (continued)

Brand building

In terms of brand building, in the first half of 2011, we have undertaken
an exercise to rationalize our positioning and image. Integrated marketing
broadcast for the brand was implemented through the introduction of
professional planning team, which, with the promotion of high quality
and 100% imported raw milk powder, has enhanced consumers’
confidence in the Group's products. Celebrities with healthy image were
selected as our brand spokespersons, and with the production of our new
commercials, the familiarity of our brand was strengthened, while
highlighting our products’ premium quality and safety. The new

advertisement will be released in August 2011.

In June 2011, the 2011 (8th Session) World Brand Summit and the press
conference for the release of the 500 most valuable brand in China was
held in Beijing, and Yashili was named one of the 500 most valuable
brand in China again with a brand value of RMB7.775 billion, ranking
163 and representing its eighth consecutive times being named.

In March 2011, the Group has opened its first official micro blog in Sina
Weibo, the most popular micro blog site in China, which does not only
distribute corporate news, but also serves as the interaction channel with
internet surfers on the exchange of information and know-how for taking
care of children. We are looking forward to initiating a new channel for
promoting our brands.

Quality Control

We are dedicated to creating and continuously improving a
comprehensive system of quality control spanning across the entire value
chain from procurement to retail sales. As dairy material is the key
ingredient in pediatric milk formula, we have carefully selected reputable
suppliers located outside China to secure reliable and high-quality raw
milk sources. Even for daily inspection, the Group’s headquarter as well
as all subsidiaries spend a tremendous amount every year. The Company
implements strict inspection on its own for every sampled batch. The
number of samples for each batch of products is no less than 5 and 64
kinds of inspection are carried out for each batch of milk powder. With
inspections at different levels, safety could be ensured and quality
production of products is conducted in accordance with international
standards.

EEENWE D (&

fm B R

EmEERTm: —T——FEL¥F R
MY @mEEM R RET T EHMIE > 3
EEXNRIEGATRENBALEE
B EEREMBAECDRNY - &I1IHA
BEHASEEREEE - BRAVRRER
MRERESRERTA BIETHNE
FRIERBEEEROBRNS  RETAEE

EmNEERZERE FEEHN_-F
——FNA%EMmM-

—E——FXA ZE——F(EFEN\E)t
5 5 8 K € (World Brand Summit) 2 41 B 500
ZEBERBREMS I EREH HLHE

REEFRBSORABEERE REEEA
R#&77 751870 BE{T5 16307 - BENEE
HPLTf:"

“E-—FZRA AEEEEAZAN
B—¥RMERAB T AEESKRE  HELF
ENMETERMEETE ESRBLK
B HZFEREM BRLG BABF
WEESECHMEEGITHRFNED

iy

BB

=

oo

AEERNEYE-—ERRBETENE
FEERNEZHEEEZE XA TH X
R-BAARNIBMHREYRETHHNE
E AEERBKAERINANEHE
BRAAEERHATEMED NIRRT -
EEARERAL SEHARERZD QA
BFERBRLEEBEESE - RARKATH A
sak BHRERBETLIRD  BE
HMmETARRR BEEHRE BRE
2 BREREREEREEERNEE
EE-

BLAERZERARAIA —F——FhifimE

11



12

Management’s Discussion and Analysis (continued)

EEE W& (&)

We insist that the quality management for all products shall follow the
five principles below from milk sources to final products in the process of
production and management: (1) procure premium milk sources and
impose strict milk source management; (2) comprehensively and
reasonably adopt nutritious and safe formula for production with the
adoption of international leading production facilities; (3) impose
stringent procedure quality management, strict inspection system and use
advanced and excellent inspection equipment; (4) strictly ensure the
scientific management of the whole supply chain from milk source to
production and from inspection to distribution; (5) continuously attract
outstanding talents to conduct production management in a highly
efficient manner.

In April 2011, the Group established “Yashili Professional Nursery Team
with National Qualification” with various top nursery professionals in
China, and organized academic activities such as “China Maternity and
Infant Health ¢ Medical-themed Salon (Chaoshan)”.

In May 2011, Yashily pediatric milk formula has gone through the
stringent inspection and examination by National Dairy Product Quality
Supervision and Inspection Centre (B FL&%E 2 EBHEF L) and
the Administration of Quality and Technology Supervision of Guangdong
Province, and has undergone comparison and evaluation on the physical
quality of our products with the quality and performance indicators of
similar products overseas by dairy product industry experts organized by
Quality Supervision Bureau of Guangdong Province (BEREZEER). All
product indicators of Yashili met the requirements for international
standard Codex Stan72-1981 (Revision 2007) for pediatric formula food
products, Code of Practice on Special Medical Pediatric Food (4% 28 Fi 22
A B @EHIERE) Codex Stan156-1987 (Amendment 1989) and
elder pediatric formula food products. The result of the evaluation
indicated that the quality and safety of our products have reached
international advanced level, and the Standardization Administration of
the PRC has conferred the “Product Logo on the Adoption of National
Standard (BB BUAZAZ 2 R i) " permission certificate.
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Management's Discussion and Analysis (continued)

In May 2011, the Group has convened the 2011 annual meeting of “Yashili
Food Product Quality and Safety Committee” in its headquarter. Yashili
Food Product Quality and Safety Committee is a regulatory organization
specialized on food safety established by the Group in August last year.
Six top professionals from the United States, New Zealand, Australia,
China and Hong Kong were employed, who cover different academic
fields including research of food products, research on dairy industry,
monitory of food products, micro-organisms and physical research as well
as pediatric nutrition.

Research and Development

Vegetable protein, the Group’s new product, has completed the interim
test in the first half of the year, and the cooperation on the research of
new production process of milk powder with the Massey University in
New Zealand has progressed smoothly. The Group also cooperates with
Agriculture University of China to conduct research and development of
high protein milk formula for the middle-aged and elderly.

The Group also plans to establish a food research and development
centre equipped with new laboratory equipment and facilities, which
focuses on the research and development of the Group. The research and
development centre will strive to conduct research and development on
pediatric milk formula, bean products and other nutrient food.

Social Responsibility

As a domestic dairy product enterprise, the Group has a very high sense
of social responsibilities, and performs corporate social responsibilities in
an active and passionate manner when developing the enterprise. During
the period, the Group has donated cash to charitable organizations in
“Poverty Alleviation Day in Gaungdong”, and also distributed financial
support and materials to the poor and handicapped in Chaozhou in the
“National Assistance to Poor and Handicapped Day”. In the first half of
the year, a total of money and materials of over RMB1.3 million were
donated.
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Management’s Discussion and Analysis (continued)

EEEN®E DT (&

Investor Relations

The Group considers the effective communication with investors and
prospective investors is the essential element for enhancing investor
relations and allow investors to understand the business performance and
strategies of the Group. The Group maintains good communication and
exchange with investors with various channels and means such as on-site
reception, telephone conference and non-trade roadshows, etc.

To foster effective communication, we have set up a website
(www..yashili.hk) available for public perusal, which contains the latest
information on our financial information, practices on corporate
governance and other data.

Along with the acceleration of urbanization in China, the resident’s
disposable revenue increases and the consumption level maintains
growth, while the peak of birth rate sustains and the number of working
mothers increases, thereby bringing unprecedented market opportunity
for pediatric milk powder enterprises. According to the forecasted data of
Euromonitor International, till 2015, the pediatric food market in China
will reach RMB90 billion, of which, milk formula will approach RMB80
billion and supplements will reach RMB10 billion. In 2015, the size of the
market is expected to be two times of that in 2010.

Given the growth rate of pediatric food market in second and third tier
cities is expected to be higher than that in first tier cities, with the Group’s
strong distribution capability, Yashili manages to raise a relatively high
penetration rate in all tier market nationwide, especially in second and
third tier cities and even in county, township and villages. We consider
that the popularity of Yashili in second and third tier markets will enable
it to possess a relative competitive edge as compared with its multi-
national brand competitors.
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Management's Discussion and Analysis (continued)

Meanwhile, to facilitate the healthy development of the industry, the
government has introduced a series of policies in recent years to modify
standardization and raise the entry barrier, hence fostering the integration
of the industry to ensure the quality and safety of products. In our
opinion, as the government and leading enterprises place high concern
on food safety, the gradual optimization of policies and system
framework will effectively solve the safety problem in the dairy product
industry. Although it still requires a relatively long process, consumers’
confidence on domestic brand is set to be recovered gradually in the
future.

We intend to utilize proceeds from listing to acquire existing assets
overseas which engage in the manufacturing of raw milk and raw milk
powder via subsidiaries established overseas, so as to ensure a stable and
premium source of raw materials for us. Currently, one target for such
asset acquisition has been identified, and feasibility research including
approval from government, production permits and supply of raw
materials is being conducted on such investment project. We have also
considered the establishment of integrated production facilities overseas
to produce new ultra premium formula to satisfy the consumption needs
of high revenue group in China.

In addition, we are actively conducting research and development on new
products, including vegetable protein, which suit our image and
distribution network, and enter into the drink market with potential. If
such drink is ultimately developed successfully and marketed, we intend
to utilize proceeds from listing to establish the production plant in
Zhengzhou in Henan Province in China for production.

Turnover

For the six months ended 30 June 2011, the Group'’s revenue amounted
to RMB1,443.9 million (same period of 2010: RMB1,375.5 million), a 5.0%
increase compared to the first half of the preceding year.
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Management’s Discussion and Analysis (continued)
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Revenue breakdown by brand and product category

Yashily pediatric milk formula products %= %1 82 4 52 B2 J7 4 £

Scient pediatric milk formula products i 2. 22 4 52 fi2 5 95 #9
Nutrition products ZE R m

Others HAh,

Total Bt

For the six months ended 30 June 2011, sales revenue from our Yashily
pediatric milk formula products amounted to RMB899.0 million (same
period in 2010: RMB840.5 million), representing an increase of 7.0%
from the same period last year, which was attributable to the growth of
both average selling prices and sales volume. Sales revenue from our
Scient pediatric milk formula amounted to RMB307.2 million (same
period in 2010: RMB319.3 million), representing a decline of 3.8% from
the same period last year, which was mainly due to the decline in sales
volume.

For the six months ended 30 June 2011, sales revenue from our nutrition
products amounted to RMB223.4 million (same period in 2010: RMB208.9
million), representing an increase of 6.9% from the same period last year,
which was mainly due to the growth in sales revenue from soybean
powder and milk powder for adults.
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Management's Discussion and Analysis (continued)

Percentage of revenue by city tiers

Yashily pediatric milk formula

First-tier cities™” — Y
Second-tier cities? — @B me
Third-tier cities and others® =W R EMm
Total 48 =t

Scient pediatric milk formula

First-tier cities"” — I
Second-tier cities” — BT
Third-tier cities and others® —BEmm R EML
Total 4=t

Includes direct-controlled municipalities, provincial capital cities and capital
cities of autonomous regions such as Beijing, Shanghai, Guangzhou,
Chongging, Nanchang and Shijiazhuang.

Includes prefecture-level cities such as Dongguan, Nanyang, Jiujiang,
Mianyang and Foshan.

Includes county-level cities such as Jinjiang, Yunmeng, Bozhou, Kunshan
and Luohe.
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Management’s Discussion and Analysis (continued)
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Gross Profit

For the six months ended 30 June 2011, the Group recorded gross profit
of RMB782.0 million (same period in 2010: RMB811.6 million),
representing a decline of 3.6% from the same period last year, and gross
profit margin was 54.2% (same period in 2010: 59.0%). The decline of
gross profit was mainly due to the significant surge in both raw milk
powder and its supplements during the period. We offset part of the
impact of surge in material costs via the optimization of product structure.

Other revenue

For the six months ended 30 June 2011, other revenue of the Group
amounted to RMB12.5 million (same period in 2010: RMB34.9 million),
representing a decrease of 64.2% from the same period last year. The
decline in other revenue was mainly due to the taxation subsidies of
RMB22.8 million obtained by the Group during the same period in 2010,
while it had no such subsidies in the first half of 2011.

Selling and Distribution Expenses

For the six months ended 30 June 2011, the Group has incurred selling
and distribution expenses of RMB517.5 million (same period in 2010:
RMB471.7 million), representing an increase of 9.7% from the same
period last year, which was mainly due to the increase in advertising and
promotion expenses. In the first half of 2011, to continuously enhance
the awareness and reputation of the Group’s products, the Group
increased its investment into the TV commercial during prime time in
CCTV One (19:30 to 19:32) and such commercial has finished
broadcasting in the first half of 2011. Advertising expenses of the Group
also increased from RMB88.0 million in the same period last year to
RMB124.5 million in the current period.

Administrative Expenses

For the six months ended 30 June 2011, administrative expenses
amounted to RMB85.7 million (same period in 2010: RMB80.2 million),
representing an increase of 6.8% from the same period last year, which
was mainly due to the increase in salary, social security fees and office
expenses.
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Management's Discussion and Analysis (continued)

Finance costs

For the six months ended 30 June 2011, net finance income amounted to
RMB24.1 million (same period in 2010: net finance cost of RMB3.2
million). As the Group was listed in the Hong Kong Stock Exchange on 1
November 2010, the unutilized proceeds so raised was added to the bank
deposits, thereby raising interest income.

Income tax expense

For the six months ended 30 June 2011, the Group has provided income
tax expense of RMB57.0 million, and the effective income tax rate was
27.4%, representing a relatively great increase as compared to the
income tax expense of RMB44.0 million and effective income tax rate of
15.4% in the same period last year, which were mainly due to the fact
that the preferential taxation period for Guangdong Yashili Group
Company Limited, our major subsidiary, expired. The expiry of the
preferential taxation period resulted in an increase in income tax rate
from 12.5% in the same period last year to 25% in the current period,
thereby raising the overall effective income tax rate of the Group during
the period. In addition, as the Group mainly derives its profit from China,
pursuant to the requirements of tax law, the Group withheld income tax
at a tax rate of 5% from the profit available for distribution in the first
half of the year, which also led to the increase in provision for income tax
expense and the effective tax rate of the Group during the period. In the
first half of 2011, the Group applied to relevant departments to strive for
the New High Technology Enterprises Qualification for the further
application for preferential income tax rate.

Inventory

For the six months ended 30 June 2011, the Group’s inventory balance
amounted to RMB521.5 million (31 December 2010: RMB390.8 million),
of which, raw materials increased from RMB220.1 million as at 31
December 2010 to RMB354.8 million at the end of the period. Higher
raw material balance was kept to satisfy the increasing production
demand in the second half of the year. Besides, the purchase price of raw
materials also edged up the raw material balance.
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Management’s Discussion and Analysis (continued)
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Trade and bills receivables

For the six months ended 30 June 2011, the Group’s trade and bills
receivables amounted to RMB44.7 million (31 December 2010: RMB192.3
million), which was mainly due to the improvement of credit limit control
by the Group. In the first half of 2011, the trade receivable turnover days
were 6 days (2010: 24 days).

Human resources and Employees’ remuneration

As at 30 June 2011, the Group had a total of 5,035 full time employees.
Total employee cost for the period was approximately RMB111.7 million
(same period in 2010: RMB81.1 million).

We place high concern on the motivation of staff, and have established a
competitive and fair remuneration management system. Staff
remuneration includes basic salary, performance-based bonus, welfare
and benefits, such as medical, unemployment and occupational injury
insurance as well as pension. We have adopted the share options scheme
with the objectives of aligning the interests of employees with the Group
as well as attracting and retaining more outstanding talents.

We emphasize on long-term training of our staff, placing concern on the
development and effective utilization of our staff’s capabilities. A three-
tier training system is also formulated to establish regular training
programs for all of our employees, providing them with professional
training in respect of professional knowledge and management skills in
long run.

To continuously raise the standard of human resource management, we
have engaged a professional management consultant firm to conduct
optimization with focus on management and control mode, organization
structure, positions and duties as well as performance management
system and remuneration and welfare policies, thereby realizing upgrades
in respect of human resources management platform and further
promoting the enhancement of effectiveness of our human resources
management.
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Management's Discussion and Analysis (continued)

Contingent liabilities

As at 30 June 2011, the Group did not have any material contingent
liabilities.

Capital commitment

As at 30 June 2011, total capital commitment of the Group amounted to
RMB 23.9 million (31 December 2010: RMB 11.2 million).
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Report of the Directors

EEERE

The board of directors (the “Directors” or the “Board”) would like to
present their interim report together with the unaudited condensed
consolidated financial statements of the Company and its subsidiaries (the
“Group”) for the six months ended 30 June 2011 (“Interim Financial
Statements”).

The Board does not recommend an interim dividend for the six months
ended 30 June 2011 (for the six months ended 30 June 2010: nil), and
recommended to retain the profit for the period.
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For the six months ended 30 June 2011, the Directors and the chief
executives of the Group and their respective associates had the following
interests and short positions in the shares, underlying shares and
debentures of the Group and its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance (“SFO”"))
which have been recorded in the register required to be kept under
Section 352 of the SFO, or which are required to be notified to the Group
and the Hong Kong Stock Exchange Limited (the “Stock Exchange”)
pursuant to the Model Code for Securities Transactions by Directors of
Listed Companies (“Model Code”):

(i) Directors’ interests in the shares of Zhang
International Investment Ltd (“Zhang
International”) (being a holding company of the
Group)

Name of director Capacity/nature of interest

ExEW 53 REatE
Zhang Likun Beneficial owner
5 ) EnfERAA
Zhang Liming Beneficial owner
5 1 BF EREAA
Zhang Lidian Beneficial owner
SR N S8 EnEA A
Zhang Libo Beneficial owner
SR AR EnfEBA

Report of the Directors (continued)
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() EERRREBEREERLA

(MREEER]) (MAEEZERLQ
7)) R 0 K R =

Percentage of

the issued

Number of shares share capital
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18 18%

18 18%

18 18%
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Report of the Directors (continued)
EEgRE (&

(ii) Director’s interests in the share and underlying
shares of the Group

Name of director Capacity/nature of interest

ExEW 513 REatE

Zhang Lidian® Beneficial owner

5K 7 48 ERERAA

Zhang Yanpeng ? Beneficial owner

oK JE M5 @ EmBEAA

Notes:

1. Zhang Lidian, an executive director, owns 3,109,448 Shares and Pre-
IPO Share Options to subscribe for 12,437,800 Shares of the listed
company.

2. Zhang Yanpeng, an executive director, owns 474,896 Shares and Pre-
IPO Share Options to subscribe for 1,899,593 Shares of the listed
company.

3. “L" denotes long position.

At no time was the Group, its holding company, or any of its
subsidiaries a party to any arrangements to enable the Directors and
chief executive of the Group (including their spouse and children
under 18 years of age) to hold any interest or short positions in the
shares or underlying shares in, or debentures of, the Group or its
associated corporations (within the meaning of Part XV of the SFO).

24  VYashili International Holdings Ltd Interim Report 2011

(i) EEREFEENROKREBER

7=
Percentage of
the issued
Number of shares share capital
HE#RTRAE
v - §= BTk
15,547,248(L) (&) 0.44%
2,374,489() (&) 0.07%

B et -

1. ¥\1TE S5k M 80 ¥ B 3,109,448 % i
MRERXARAEEAERE  ARE
12,437,800% £ A AIBRD ©

2. HITESERIEN%B474,896 8% i 7
FERAFRBEABERE  URE
1,899,593 ARG o

3. [RIERE-

RERERR AEE - EERQFHK
HAF o] B B & AR BT S AT & BE
HEASENESREIETRAR
(BREENEBERBIBET )R
AEBEHEEBRZEIE(EREREZHFR
HI | 1R Pl B XVER) B9 B {0 - 48 B8 A 0
HEFPRAEAEZIORE -



For the six months ended 30 June 2011, according to the record in the
register required to be kept under section 336 of the SFO, the interests or
short positions of substantial shareholders in the share and underlying
shares of the Group (other than those Directors and chief executives of
the Group who hold interest and short positions in shares in the Group
and its associated corporations (within the meaning of Part XV of the
SFO)as disclosed in the above) are as follows:

Substantial shareholder’s interests and short positions

Report of the Directors (continued)
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in the shares and underlying shares: RXE:
Percentage of
the issued share
Name Capacity/nature of interest Number of shares capital
1k IR &
=g B REHEMY B3 8B BHBEIH
Zhang International® Beneficial owner 1,826,808,760 (L) (&) 52.19%
FEEE" B EAA
CA Dairy Holdings ([ Carlyle )@ Beneficial owner 853,631,240 (L) (&) 24.39%
CA Dairy Holdings (5l & |) @ BRHEAA
Carlyle Asia Partners IIl L.P. Interest in a controlled corporation 853,631,240(L) (&) 24,39%
% A [ w
Notes: Bt &t -

1. Zhang International was held by Mr. Zhang Likun, Mr. Zhang Lihui, Mr.
Zhang Liming, Mr. Zhang Lidian, Mr. Zhang Libo and Ms. She Lifang
(collectively referred to as “Zhang's family”) as their wholly-owned
investment holding company to hold their shares in our Company.

2. Carlyle is wholly-owned by Carlyle Asia Partners Il L.P..

3. “L" denotes long position.
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Report of the Directors (continued)

EEEHRE (A

The Group has adopted two types of share options motivation programs,
namely the share options scheme and pre-IPO share option scheme, to
make encouragement and reward to those eligible participants for their
contribution to the Group’s business, and retaining its employees whose
contributions are important to the long-term growth and profitability of
the Group. As at 30 June 2011, the Group has not granted or agreed to
grant any share options under the share options scheme.

The Company has adopted a share option scheme on 8 October 2010 (the
“Pre-IPO Share Option Scheme”). Options to subscribe for an aggregate
of 94,975,662 Shares (the “Underlying Shares”) were granted to 181
employees, including 2 executive directors and 8 members of the senior
management of the Group. These options represent share options
originally granted by our subsidiary, B # |5 E B R 2 5] (Guangdong
to the
grantees on 1 January 2009 and 1 August 2010 in respect of the shares

Yashili Group Company Limited*) (“Yashili (Guangdong)”),

in the Company, which were exchanged into the Pre-IPO Share Options
on 8 October 2010.

Options to subscribe for an aggregate of 73,525,056 Shares at an
exercise price of RMB0.11 per Share and options to subscribe for an
aggregate of 21,450,606 Shares at an exercise price RMB1.84 per Share
have been granted under the Pre-IPO Share Option Scheme.
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Report of the Directors (continued)

EEEHRE (A

No further options were granted under the Pre-IPO Share Option Scheme R -Z—ZF+—F—HBIKHEIRE
on or after the 1 November 2010, the date when our Shares first BT EESRA( LMAE)) K%
commenced dealings on the Hong Kong Stock Exchange (“Listing Date”). #1721 & X AR E B RE 2%
All options granted under the Pre-IPO Share Option Scheme (the “Pre-IPO | H b B i% 7 - R 15 & X 2 F 3 & 71 BB i
Share Options”) were vested and will vest and may only be exercised in &I H 2 AEBERE(GE X AKREE

the following manner: BREDECERESEE  WEAIKENLT
7 RATEE

e one fifth of the options were vested on 1 January 2011, the date o FAH Y —HEBREER T ——F—
which is two months after the Listing Date (the “First Vesting A—RBENELmABE2EAZBH(HE
Date”); (EEE=EN

e one fifth of the options shall vest on the first anniversary of the First o RO —HERESAEEEEA Y
Vesting Date; BAERE

e one fifth of the options shall vest on the second anniversary of the o FHZ —HERESHREARERS
First Vesting Date; ZEEFHE

e one fifth of the options shall vest on the third anniversary of the o FHH 2 —HEREERNEESREB

First Vesting Date; = EEFHE
e one fifth of the options shall vest on the fourth anniversary of the o  HH 2 —H E%Hﬂié B e EEER
First Vesting Date; and P fiE 48 F 55 1

each option granted under the Pre-IPO Share Option Scheme is BHXARBERBERESZAELENEH
exercisable within 15 days from the date on which such option becomes R ERZEHBRERB L BHLT TR A
vested. WA T T -
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Report of the Directors (continued)

EEEHRE (A

Details of changes in share options during the period are as follows:

Number of share options

HABREES ZFBIHDT

BRERE
Exercise
As at Exercised As at price of
1 January during 30 June Date of grant of share
Name or class of participants 2011 the period 2011 share options options
RMB
i JiS
—B——F —B——F BB
SHEELBIER —HA—H HRfTE K<A=+A REBREDS THEE
ARK
Directors
=
Zhang Lidian 15,547,248 3,109,448 12,437,800 1 January 2009 0.1
5 7| 5 —2¥NhE-A—H
Wu Xiaonan 1,434,587 286,916 1,147,671 1 January 2009 0.1
REEME —EThE-A—H
Zhang Yanpeng 2,374,489 474,896 1,899,593 1 January 2009 0.1
SR IENS —EBhE-A—H
Other staff 53,967,678 10,793,421 43,174,257 1 January 2009 0.11
HET —2¥NhE-A—H
Other staff 21,277,113 4,255,400 17,021,713 1 August 2010 1.84
HET —E-ZF/\A—H
94,601,115 18,920,081 75,681,034

The Group was exposed to foreign currency risk through overseas
purchases which give rise to payables that are denominated in foreign
currency. Upon settlement of the trade payables denominated in US
dollars, the Group entered into a number of forward exchange contracts
in which the bank offered a lower rate (as compared to the spot rate) to
the Group to purchase US dollars when the Group settled the due letters
of credit, and at the same time the bank granted loans in US dollars with
the same amounts and duration. These derivatives had not been
designated as hedges for accounting purposes. In addition to above, with
establishment of overseas entities, the Group is exposed to foreign
currency risk on bank deposits, other receivable and bank loans of the
overseas entities.
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The Group received gross proceeds of approximately HK$2.4 billion from
the global offering. In order to mitigate the exchange risk arising from
the appreciation in the value of Renminbi against HK dollars, the
Company converted major into RMB.

As at 30 June 2011, the Group has pledged bank deposits, notes
receivables and certain property, plant and equipment of approximately
RMB101.8 million in aggregate (31 December 2010: RMB150.9 million).

Given the successful listing in Hong Kong in the second half of 2010, the
Group's liquidity was strengthened. Net proceeds from listing amounted
to RMB1,965.8 million (net of exchange loss arising from conversion of
part of listing proceeds).

Operating activities

For the six months ended 30 June 2011, our operations provided
RMB237.1 million of cash, compared to net cash outflow of RMB38.5
million. The strong cash inflow was mainly benefited from the
improvement in credit limit control by the Group, which lowered the
balance of trade receivables.

Investing activities

For the six months ended 30 June 2011, net cash used in investing
activities amounted to RMB12.5 million, expenses for investing activities
were mainly used in the acquisition and construction of facilities and
plants.

Financing activities

For the six months ended 30 June 2011, net cash used in financing
activities amounted to RMB347.1 million, primarily reflecting RMB63.5
million of proceeds from loans and borrowings, RMB158.5 million for the
repayment of bank loans, RMB234.7 million for the distribution of
dividends and RMB15.5 million for share repurchases.

Report of the Directors (continued)
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Report of the Directors (continued)
EEgRE (&

Loans and borrowings

As at 30 June 2011, our bank loans amounted to RMB74.4 million (31
December 2010: RMB158.4 million), which are required to be repaid on
demand within a year.

As at 30 June 2011, our total equity amounted to RMB3,639.4 million (31
December 2010: RMB3,729.9 million), and the debt-to-equity ratio (total
bank loans at period end divided by total equity at period end) was 2.0%
(31 December 2010: 4.2%).

We annually review our capital structure with our Board, including our
dividend policy and share repurchase activity.

The Group is dedicated to ensure high standards of corporate governance
with an emphasis on a diligent Board, sound internal control, and
increasing transparency and accountability to shareholders. The Board
acknowledges that good corporate governance practices and procedures
are beneficial to the Group and its shareholders.

The Group has adopted the code provisions set out in the Code of
Corporate Governance Practices (the “Code”) contained in Appendix 14
of the Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Listing Rules”) as its own code of corporate
governance practices.

The Board has reviewed the code of corporate governance of the Group,
and satisfies that, other than provision A.2.1 of the Code, the Group has
complied with all applicable code provisions of the code of corporate
governance for the six months ended 30 June 2011. At present, the
Company does not have any officer with the title of “Chief Executive
Officer”. The Chairman of the board is Mr. Zhang Lidian who is primarily
responsible for the overall corporate strategic planning and business
development of the Group. Daily management is shared among the
executive directors and senior management.
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For the six months ended 30 June 2011, the Board comprised of 5
executive directors, 2 non-executive directors and 3 independent non-
executive directors. The executive directors are Mr. Zhang Lidian (Chairman),
Mr. Zhang Likun, Mr. Zhang Liming, Mr. Zhang Libo, Mr. Zhang Yanpeng
(appointed as director on 2 June 2011) and Mr. Wu Xiaonan (resigned on
19 April 2011); the non-executive directors of the Company are Mr. Luo
Yi and Mr. Zhang Chi; and the independent non-executive directors of
the Company are Mr. Yu Shimao, Mr. Chen Yongquan and Mr. Samuel
King On Wong.

The list of directors (by category) is also disclosed in all corporate
communications issued by the Group pursuant to the Listing Rules from
time to time. The independent non-executive directors are expressly
identified in all corporate communications pursuant to the Listing Rules.

In accordance with the Group’s Articles of Association, all directors of the
Group are subject to retirement by rotation at least once every three years
and any director appointed to fill a causal vacancy or appointed as an
addition to the existing board shall hold office only until the next general
meeting for the re-election of shareholders. Mr. Zhang Lidian, Mr. Zhang
Liming and Mr. Zhang Libo have retired by rotation in the first annual
general meeting on 2 June 2011, and were re-elected in that meeting.
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Report of the Directors (continued)
EEgRE (&

For the six months ended 30 June 2011, five board meetings were held. #HZEz—-—ZE—— 4 ~A=+HILAEAK"
The attendance records of each director at the board meetings aresetout KAEFBRIT T ANEST L H - SELES

below: REZSEZMESDHREAINOT :

Name of Director Attendance Attendance
EEpE R
Mr. Zhang Lidian % ) 88 5% A 5
Mr. Zhang Likun ok ) 38 5 A 5
Mr. Zhang Liming SR F AR % A& 5
Mr. Zhang Libo & K % & 5
Mr. Zhang Yanpeng " RIERE ALY 1
Mr. Wu Xiaonan @ REFELE? 3
Mr. Luo Vi ‘m—RHE 5
Mr. Zhang Chi o 5t 5E A4 5
Mr. Yu Shimao Rt X kA& 5
Mr. Chen Yongquan PR oK SR o A S
Mr. Samuel King On Wong BAR L& 5
Notes: Wi it -

1. Mr. Zhang Yanpeng was appointed as a director on 2 June 2011. The Group 1. REBEER T ——F A _HEZE

has held one general board meeting after Mr. Zhang Yanpeng was REZ AEEBEREBEEHEEES
appointed as a director. BBITT - RE2REFTSTEE -

2. Mr. Wu Xiaonan resigned on 19 April 2011. The Group has held three 2. REELTER-_T——FWNHA+ LB &

general board meeting before his resignation. F AEEEEFEETART T =ZREZEE
EEEE -

The Group has adopted the model code prescribed in Appendix 10 of the AN £ B & £ 44 L 1 8 Bl Bt % 1+ 7 57 BA A0 42
Listing Rules as its code and rule for the practices of the Group's securities 2 5F8| - E AR E B EFHE T AL BEFE 5
transactions by the directors of the Group. Upon specific enquiries made %2 5 8177 4 57 Bl M 18 Bl o 48 AN & F {E H £
by the Group, the directors have confirmed that they have complied with FE&E# % @ EEFHR  BEREBEE_T——
the necessary standards as set out in the model code in the six months F/XA=+HIEXNEAAR —FETIEZES
ended 30 June 2011. AP &L 2 Fr 5 ¥R -
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On 10 June and 13 June 2011, the Company has made two share
repurchases as set out below:

Report of the Directors (continued)
EEgRE (&

RZFB——FXA+HAMANA+T=ZA &
NAHETTRARMDEE &S0

Total amount paid

(excluding procedural

Repurchase date Way of repurchase  fees and commission) Number of shares  Percentage
B

=58 B H BEE N (FTEFHEERAS) Ko EE FT 4 EE Bl

2011/6/10 In Hong Kong Stock Exchange HK$9,207,020 5,000,000 0.142%
REBBERSMR 9,207,020 7T

2011/6/13 In Hong Kong Stock Exchange HK$9,389,940 5,000,000 0.142%
REBBERH 9,389,940 7T

Save as disclosed above, neither the Company nor any of its subsidiaries
has purchased, redeemed or sold any of the Company’s listed securities
during the six months ended 30 June 2011.

The audit committee comprises two independent non-executive directors,
namely Mr. Samuel King On Wong (Chairman) and Mr. Yu Shimao, and
one non-executive director, namely Mr. Zhang Chi (including one
independent non-executive director who possesses the appropriate
professional qualifications or accounting or related financial management
expertise). None of the members of the audit committee is a former
partner of the Company’s existing external auditor.

The primary duties of the audit committee are mainly to make
recommendation to the board on the appointment and removal of
external auditor, review the financial statements, provide material advice
in respect of financial reporting and oversee internal control procedures
of the Group, including the unaudited interim financial statements for the
six months ended 30 June 2011.
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NAE A AR R SH AN E LR EE
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A e

ERZEENIEREIEARTERR
BROBZBMMEZTSRHTEERER &
MY BHREL BBV BERNEARTRLR
EEASENABESEF ETEESE
Bz _—_T——FXA=1tRLERNEAN
ARBEZP P BEHRE -
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Report of the Directors (continued)
EEgRE (&

For the six months ended 30 June 2011, the audit committee held one
meeting and the attendance records are set out below:

Name of Director

Espga

Mr. Samuel King On Wong mRE K&
Mr. Yu Shimao Rt kA&
Mr. Zhang Chi 5 5t 5E A4

By the order of the Board

Zhang Lidian
Chairman

Chaozhou, Guangdong, 26 August 2011
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Consolidated Income Statement

Bt ER

For the six months ended 30 June 2011 (Expressed in Renminbi)

BE-Z——FRA=ZTHEHLERERAURARBIIE)

Six months ended 30 June

BEAA=tHILEAEA

2010
—F-FF
Note RMB’'000
i3 AREEFIT
(audited)
(&%)
Turnover R 4 1,375,454
Cost of sales $HE R AR (563,861)
Gross profit EF 811,593
Other revenue EH Al A 34,908
Other net loss Hih B EsE (69)
Selling and distribution costs 3 K & §H Rk AN (471,694)
Administrative expenses THRAX (80,234)
Other expenses HiFA X (6,313)
Profit from operations R 288,191
Finance income B %5 WA 5(a) 2,803
Finance costs B 7% B 72N 5(a) (6,026)
Net finance costs B 7% B ANV RE (3,223)
Profit before taxation & Bt A % A 5 284,968
Income tax expense FriSfi M 6 (43,967)
Profit for the period HA R A 241,001
Attributable to: > NN s 8
Equity shareholders of the Company ~ ZNA BIRREH A A 239,674
Non-controlling interests JEfE RS RE S 1,327
Profit for the period B % A 241,001
RMB cents
ARES
Earnings per share BREF
Basic HK 7(a) 8.2
Diluted HE 7(b) 8.0

Details of dividends payable to equity shareholders of the Company are B R 4~ A Rl iR ke 35 B AR B 0 = 15 &
set out in note 17(a). RHIEE17(@) °
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Consolidated Statement of Comprehensive Income

BfGRERm K

For the six months ended 30 June 2011 (Expressed in Renminbi)

BE-_Z——FRXA=ZTHLERERRARBIIE)

Six months ended 30 June

BEAA=tHIEAEA

2010
—F-FF
RMB’000
ARETT
(audited)
(f&EZ)
Profit for the period DR R 241,001
Other comprehensive income for HEHEMERE R E
the period
Exchange differences on translation of VA SNEE #0 5 0g HINBRT JB8 1 R
financial statements of overseas B BT TS 3R 3R P EE AR Y
subsidiaries in foreign currency N =R 7)
Total comprehensive income for HEFE WA
the period 240,994
Attributable to: LTALDE:
Equity shareholders of the Company RARIRERE A 239,667
Non-controlling interests FEFE AR = 1,327
Total comprehensive income for MEGERERE
the period 240,994
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Non-current assets

Property, plant and equipment

Intangible assets

Investment properties

Lease prepayments

Deferred tax assets

Prepayment for acquisition of
property, plant and equipment

Other non-current assets

Current assets

Inventories

Trade and bills receivables
Prepayments and other receivables
Amounts due from related parties
Restricted bank deposits

Cash and cash equivalents

Current liabilities

Trade and other payables
Loans and borrowings
Amounts due to related parties
Income tax payables

Net current assets

Total assets less current liabilities

Consolidated Balance Sheet

FRBEE

ME - BEMRRE
BVEE

REME

BNEE

BB AEE
WYX BB REREN
AR
HMERBEE

RBEE

&
BIRER R ERERE
T8 A 3R B E A 8 UK
J& K [B8 & 75 3RIR

R G RITER
ReRREFED

REBEE

B 5 REMENR
BRI AER

F& 1+t BRZ 75 3RIR
A P15 3%

REBEEFE
REERRBAE

10
11
12
20
13
14

15
16
20

BEHEERRR

At 30 June 2011 (Expressed in Renminbi)
RZZE——FXAZFTHUUAAREZE)

At

31 December
2010
R-_ZE—FF

+tZA=1+—H

Note RMB’000
iz ARET T

(audited)
(TR

706,550
7,278
71,752
136,302
50,780

16,525
3,342

992,529

390,815
192,312
102,000
1,456
42,310
2,759,273

3,488,166

499,948
158,440
4,566
33,200

696,154
2,792,012

3,784,541

BLAERZERARAIA —F——FhifimE
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Consolidated Balance Sheet (continued)
EHEEEER (&)

At 30 June 2011 (Expressed in Renminbi)
RZZE——FXAZFTHUAAREZE)

At

31 December

2010

R-F—FF

+tZA=1+—H

Note RMB’000

MtaF ARBTIT

(audited)

(BEZ)
Non-current liabilities kFRBEE

Deferred income i E W 2= 42,928

Deferred tax liabilities FEEFIBAE 11,664

54,592

Net assets EEFH 3,729,949
Capital and reserves EXR#E

Capital =N 17 300,685

Reserves & 17 3,430,130

Total equity attributable to equity 2~ T REZH AES

shareholders of the Company EHEEE 3,730,815

Non-controlling interests TR ER (866)

Total equity ERHE 3,729,949

Approved and authorised for issue by the board of directors on 26 August R —-ZT——F N\ A -+ ~HEEEZ =t #

2011. R R T 3 o
Director Director
BEF EF
Zhang Lidian Zhang Liming
3% 7 ¢ RA A
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At 1 January 2010

Changes in equity for
the six months
ended 30 June 2010

Profit for the period

Other comprehensive income for
the period

Total comprehensive income for
the period

Equity-settled share-based payment
transactions

At 30 June 2010

At 1January 2011

Changes in equity for
the six months
ended 30 June 2011

Dividends approved in respect of
the previous year

Purchase of own shares

Shares issued for exercise of
share options

Profit for the period

QOther comprehensive income for
the period

Total comprehensive income for
the period

Equity-settled share-based payment
transactions

At 30 June 2011

The notes on pages 41 to 70 form part of this interim financial report.

Consolidated Statement of Changes in Equity

Capital

RE
RMB'000
ARETR
(note
17(b))

Note

R-%-%5-5-8
BZ-%-%%
ABZTRLEABAK
Ex2E

B -
EEEMGANE

ARG EEE

RERERHINZS

R-2-2EXA=tH

R=B--%-f-R

HEC-%--F
KAZtALAEAN
EgE

REFRENRE

LEEEL ) 17(b)
RORBREXTRD

BE a7
HEEARANE

HRGRNELR

REZERHINZS

R-E--£XA=tH

Share

premium

BetE&
RMB000
ARETR

(note
17(c)

775,108

For the six months ended 30 June 2011 — unaudited (Expressed in Renminbi)

PRC
statutory
reserves

REEERRE
RMB'000
ARETR

(note 17(e))
176)

7,981

7,981

BFEEEER

AEERBE-_Z——FRA=ZTHLERERUARBIIE)

Attributable to equity shareholders of the Company

ARRREREARL
Equity-
settled
share- (Accumulated
based loss)/ Non-
payment Other capital Translation ~ Merger retained controlling Total
reserve reserves reserve  reserve earnings Total interests equity
RELER (BitE8)/
BxfEE HBEREBE BERE  SHEE RERHN &t FEREE RE4E
RMB'000 RMB‘000  RMB'000  RMB'000 RMB'000  RMB'000  RMB'000  RMB'000
ARBFRL  ARETT ARBTR ARETT AR ARETI ARETT ARETR
(note (note (note
17(f)) 17(g)) 17(d)
) #1) | )
2,853 (1,233 (2) = (97,886) 1,278,926 11,301 1,290,227
= = = = 239,674 239,674 1327 241,001
= = (7) - = (7 - (7)
= = (7) = 239,674 239,667 1,327 240,99
1,430 = = = = 1,430 = 1,430
4,283 (1,233 (9 = 141,788 1,520,023 12,628 1,532,651

EH—ER e

HLREARZRERAF

EMEETORFTE M EE R AP HIM R

RS
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Condensed Consolidated Cash Flow Statement

BHHEHRESRER

At 30 June 2011 — unaudited (Expressed in Renminbi)
AEBERHEZFT——FNAZTHLEANEAUARESE)

Six months ended 30 June

BEAA=tHILEAMEA

2010
—E-EF
Note RMB’000
Htat ARETFT
Cash generated from/(used in) KRETEBRE (FTREBES
operations (35,515)
Income tax paid B FTSH (2,937)
Net cash generated from/(used in) K& EBHE (FRBRE
operating activities bk (38,452)
Net cash used in investing activities REZEHMBARLFEHE (6,816)
Net cash used in financing activities R EEZHMAERLFHE (4,936)
Net decrease in cash and ReRASEEBYRL FH
cash equivalents (50,204)
Cash and cash equivalents at R—B—HNE2ERS
1 January ZEY 660,628
Effect of foreign exchange ERpEHTE
rate changes —
Cash and cash equivalents at 30 June RAXA=+THHNRERER S
ZEY 14 610,424
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Notes to the Unaudited Interim Financial Report

R F T B R 8RS Y R

Yashili International Holdings Ltd (the
incorporated in the Cayman Islands. The interim financial report of

“Company”) was

the Company as at and for six months ended 30 June 2011
comprises the Company and its subsidiaries (together referred to as
the “Group”).

This interim financial report has been prepared in accordance with
the applicable disclosure provisions of the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited,
including compliance with International Accounting Standard (“IAS")
34, Interim financial reporting, issued by the International
Accounting Standards Board (“IASB”). It was authorised for issue
on 26 August 2011.

The interim financial report has been prepared in accordance with
the same accounting policies adopted in the 2010 annual financial
statements, except for the accounting policy changes that are
expected to be reflected in the 2011 annual financial statements.
Details of these changes in accounting policies are set out in note 2.

The preparation of an interim financial report in conformity with
IAS 34 requires management to make judgements, estimates and
assumptions that affect the application of policies and reported
amounts of assets and liabilities, income and expenses on a year to
date basis. Actual results may differ from these estimates. In
preparing this interim financial report, the significant judgements
made by management in applying the Group’s accounting policies
and key sources of estimation uncertainty were the same as those
that were applied to 2010 annual financial statements.

(Expressed in Renminbi unless otherwise indicated)
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Notes to the Unaudited Interim Financial Report (continued)

R AR E R P H B S R Y R (AR

(Expressed in Renminbi unless otherwise indicated)

(BEHEAN  RAREIIE)

This interim financial report contains condensed consolidated
financial statements and selected explanatory notes. The notes
include an explanation of events and transactions that are
significant to an understanding of the changes in financial position
and performance of the Group since the 2010 annual financial
statements. The condensed consolidated interim financial
statements and notes thereon do not include all of the information
required for full set of financial statements prepared in accordance
with International Financial Reporting Standards (“IFRSs”).

The interim financial report is unaudited, but has been reviewed by
KPMG 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 (“HKICPA™).
KPMG's independent review report to the Board of Directors is
included on page 71 and page 72.

The financial information relating to the six months ended 30 June
2010 and the financial year ended 31 December 2010 that is
included in the interim financial report as being previously reported
information does not constitute the Company’s statutory financial
statements for the respective financial periods but is derived from
the financial information included in the Accountants’ Report in
Appendix | of the Company’s Prospectus dated 20 October 2010 (the
“Prospectus”) and statutory financial statements for the year ended
31 December 2010 approved on 21 March 2011 of which the
auditors have expressed an unqualified opinion on the financial
statements in their report, respectively. The Prospectus and the
statutory financial statements for the year ended 31 December
2010 are available for inspection from the Company’s registered
office.
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Notes to the Unaudited Interim Financial Report (continued)

The IASB has issued a number of amendments to IFRSs and one
new Interpretation that are first effective for the current accounting
period of the Group and the Company. Of these, the following
developments are relevant to the Group Interpretation those are:

o Revised IAS 24, Related Party Disclosures

. Improvements to IFRSs (2010)

The developments related primarily to clarification of certain
disclosure requirements applicable to the Group’s financial
statements. These developments have had no material impact on
the contents of this interim financial report.

The Group has not applied any new standard or interpretation that
is not yet effective for the current accounting period.

The Group manages its business by product lines. In a manner
consistent with the way in which information is reported internally
to the Group’s senior executive management which has been
identified as the chief operating decision-maker for the purpose of
resource allocation and performance assessment, the Group has
presented the following three reportable segments. No operating
segments have been aggregated to form the following reportable
segments:

° Production and sale of Yashily pediatric milk formula
products: this segment includes development, manufacture
and sale of Yashily pediatric milk formula products and milk
formula for pregnant women in the PRC.

R AR E R P H B S R B R (AR

(Expressed in Renminbi unless otherwise indicated)
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Notes to the Unaudited Interim Financial Report (continued)

R AR E R P H B S R Y R (AR

(Expressed in Renminbi unless otherwise indicated)

(BEHEAN  RAREIIE)

o Production and sale of Scient pediatric milk formula products:
this segment includes development, manufacture and sale of
Scient pediatric milk formula products and milk formula for
pregnant women in the PRC.

J Production and sale of nutrition products: this segment
includes development, manufacture and sale of milk powder
for adults and teenagers, soybean milk, rice flour and cereal
products in the PRC.

Other operations include the production and sale of packing
materials, which mainly serve the Group'’s internal use, and sales of
surplus raw materials. The results of these operations are included
in the “Others” column.

For the purpose of assessing segment performance and allocating
resources among segments, the senior executive management team
assesses the performance of the operating segments based on a
measure of “reportable segment profit” i.e. “revenue less cost of
sales and selling and distribution expenses”. The Group does not
allocate other revenue, other net income or loss, finance costs,
expenses other than selling and distribution expenses to its
segments, as the senior executive management does not use this
information to allocate resources to or evaluate the performance of
the operating segments. Segment assets and liabilities are not
regularly reported to the Group’s senior executive management and
therefore information of reportable segment assets and liabilities
are not presented in these financial statements.
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Notes to the Unaudited Interim Financial Report (continued)  ~

REERPHUBREMT @

(Expressed in Renminbi unless otherwise indicatec'i‘)w
(BRBEHEAIN  LAARKETE)

B2
() ERTE{RSFTNER
HE—_ZF——F~NA=+H

3 Segment reporting (Continued) 3

(a) Information about reportable segments

For the six months ended 30 June 2011 (unaudited)

LEANEA (R & =)
Yashily Scient
pediatric milk  pediatric milk
formula formula Nutrition
products products products Others Total
BrREHRE BREBHRE
BENBER HBE M EER Hity &t
RMB'000 RMB’000 RMB’000 RMB'000 RMB’000
ARBTTR ARETR ARBTn AR¥TR AR%TxR
Revenue from RENBEP
external customers ESEAON 009 0
Inter-segment revenue 5 2F & Iz A
Reportable segment A 2 5 B4 A
revenue 009 0 0 0
Reportable segment ] 2 R4 2% A
profit / A 0 04
Segment depreciation 7 S8 47 & K # 84

and amortisation

RIFERERERAT —T——FhmEps 45



Notes to the Unaudited Interim Financial Report (continued)
AR A H Bt R B (4R

(Expressed in Renminbi unless otherwise indicated)

(BEHEAN  RAREIIE)

(a) Information about reportable segments @ EBEAEHosHBHNER
(Continued) (%)
For the six months ended 30 June 2010 (audited) HE—F—FTHEANH=+H
LENEA (48 & =)
Yashily Scient
pediatric milk pediatric milk
formula formula Nutrition
products products products Others Total
HTFEHT HEEEHTE
BE 75 9345 2 T3 145 2 dn EEm Hith BE
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

AREBTIT ARBTIT ARETT ARBTFT AR®ETRT
Revenue from external & @ 7N 5B &= = #Y

customers I A 840,511 319,210 208,928 6,805 1,375,454
Inter-segment revenue %3 #B 7 I A — — — 50,278 50,278

Reportable segment & £ 5 ZEUW A
revenue 840,511 319,210 208,928 57,083 1,425,732

Reportable segment 7] £ 3 5 &% 7

profit 271,278 38,260 75,754 1,084 386,376
Segment depreciation 43 EF T E 2 # 8
and amortisation 12,908 10,690 3,683 1,210 28,491
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Notes to the Unaudited Interim Financial Report (continued)
KRG EF P A5 3R M aE (&)

(Expressed in Renminbi unless otherwise indicated)

(BEEEAN RUAREIIE)

(b) Reconciliations of reportable segment (b) TEFRSHKUAHEERZH
revenues and profit or loss ¥ AR

Six months ended 30 June
BZA<A=1+HIEAEA

2010
S e s
RMB’000
AREFT
(audited)
(BEZ)
Revenue KA
Total reportable segment revenue AIE/RD R AR 1,425,732
Elimination of inter-segment revenue % 4% 4 & R 4g A (50,278)
Consolidated revenue A A 1,375,454
Profit or loss B
Reportable segment profit A 2 W 5o 2B F 386,376
Other revenue and net income E b ug A K M 25 0R BR 34,839
Unallocated amounts: ROB &R
Selling and distribution expenses $HE KA X (46,477)
Administrative expenses TERHAX (80,234)
Net finance income/(costs) B RSU A (B ZR) SE 58 (3,223)
Other expenses HahF 2 (6,313)
Consolidated profit before KR AT 5 B AT
income tax EHER 284,968
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Notes to the Unaudited Interim Financial Report (continued)

R AR E R P H B S R Y R (AR

(Expressed in Renminbi unless otherwise indicated)

(BEHEAN  RAREIIE)

(c) Geographical information

The Group's revenue is solely from domestic sales during the
period. No export sales were recorded during the periods
ended 30 June 2010 and 2011. The Group's senior executive
management periodically review the geographic analysis of
the revenue derived from Yashily and Scient pediatric milk
formula products, which summarises the revenue by different
tiers of cities where the Group’s customers operate. The
classification of the tiers is set out below:

o First-tier cities generally include direct-controlled
municipalities, the highest level of cities under the direct
administration of the PRC central government, and
provincial capital cities, including but not limited to
Beijing, Shanghai, Nanchang, Chongging, Shijiazhuang
and Guangzhou, as there is no official classification,
such classification is determined based on our directors’
knowledge and experience;

o Second-tier cities generally refer to prefecture-level
cities, the administrative division of the PRC, ranking
below a province and above a county in China’s
administrative structure, including but not limited to
Dongguan, Nanyang, Mianyang, Jiujiang and Foshan, as
there is no official classification, such classification is
determined based on our directors’ knowledge and
experience;

A8  Yashili International Holdings Ltd Interim Report 2011
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Notes to the Unaudited Interim Financial Report (continued)
KRG EF P A5 3R M aE (&)

(Expressed in Renminbi unless otherwise indicated)

(c) Geographical information (Continued)

Third-tier cities generally refer to county-level cities, the

county-level administrative divisions of the PRC,

including but not limited to Jinjiang, Yunmeng, Bozhou,

Kunshan and Luohe, as there is no official classification,

such classification is determined based on our directors’

knowledge and experience.

Yashily pediatric milk
formula products
Revenue derived from
— First-tier cities
— Second-tier cities
— Third-tier cities and others

Total

Scient pediatric milk
formula products
Revenue from
— First-tier cities
— Second-tier cities
— Third-tier cities and others

Total

BERBEHRES
TPWER

BB AT 8 80 U A
——BEm

— /W

— =BT REAM

A
=]

E‘_

HERBLYRES
TR ER

BB AT 8 80 U A
——BEm

— /W

— =BT R EAM

&4t

(BEEEAN RUAREIIE)

() HWEER (&)

HLREARZRERAF

SR T R AR (Bl
BoZFATHE)  B2HEE
TRAEIL - E2 =/
BIWRZRA MEARKEE
AR ZELSBDRENR
SEEENANBNRERE
T o

Six months ended 30 June
BEANA=TRHLAXEA

2010
—TEF
RMB’000
ARETTT
(audited)
(R EZ)

152,118
467,686
220,707

840,511

48,440
235,105
35,665

319,210

RS
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Notes to the Unaudited Interim Financial Report (continued)

R AR E R P H B S R Y R (AR

(Expressed in Renminbi unless otherwise indicated)

(BEHEAN  RAREIIE)

The Group is principally engaged in the manufacturing and sales of
dairy and nourishment products. Turnover represents the sales value
of goods supplied to customers. Turnover excludes sales taxes and
is after deduction of any trade discounts.

The Group's customer base is diversified and no revenue from
transactions with a single customer amounted to 10% or more of
the Group'’s total turnover during the period.

Profit before taxation is arrived at after (crediting)/charging:

(a) Finance (income)/costs

Finance income B A

Interest income B U A

Net foreign exchange gain PE 5 Uk & 5 58

Net realised and unrealised gainson XS5 &EHEER K&
trading assets RER W= FE

Sub-total UNA

Finance costs B 7 AR AR

Interest expense FEMX

Net foreign exchange loss ME 5 518 5 5

Net unrealised loss on RAONAER
forward contracts BB R

Sub-total NET

Net finance (income)/costs B 7 (U A,k AN % 58
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Six months ended 30 June
BEAA=tTHLAEA
2010
—E-TF
RMB'000
AREETTT
(audited)
(R &EZ)

(2,765)

(38)
(2,803)

6,022

6,026
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Notes to the Unaudited Interim Financial Report (continued)

R AR E R P H B S R B R (AR

(Expressed in Renminbi unless otherwise indicated)

(BEEEAN RUAREIIE)

(b) Staff costs (b) ETHRAK

Salaries, wages and other benefits

retirement schemes
Equity-settled share-based payment
expenses

Staff costs included directors’ and senior management’s
remuneration.

Pursuant to the relevant labour rules and regulations in the
PRC, the PRC subsidiaries participate in a defined contribution
retirement benefit scheme (the “Scheme”) organised by the
local authority whereby the PRC subsidiaries are required to
make contributions to the Scheme based on certain
percentages of the eligible employee’s salaries. The local
government authority is responsible for the entire pension
obligations payable to the retired employees. The Group has
no other obligations for payments of retirement and other
post-retirement benefits of employees other than the
contributions described above.

He IERHAMER
Contributions to defined contribution 5 5F £ FUR (R 5t 21 1 7k

s E R HHAX

Six months ended 30 June
BEAA=THLAEA

2010

—E-TF

RMB'000

AREBFTT

(audited)

(R &EZ)

73,853

5,808

1,430

81,091

X
i

BRESERSREEA

o

=
=

T
¥:y)

1o

N
&

\

RiIFBEMEENS TRERZE
BorEREARZ2E AR
77 AT & i 1) SROE R FOR R AR A
HEI([Zat&81)) - Rt - o B
BRAAEARRAEREENF
M ERA DL - AR EE D #
e T B EEAR R RRNK
BEXNMERNKE - ARER
1% b SRRt A B SRS - BT R
X EBHRAKE REMRAKR
BAMAEETAMEMET-
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Notes to the Unaudited Interim Financial Report (continued)
KRG F P BB 3R M aE (&)

(Expressed in Renminbi unless otherwise indicated)

(BEHEAN  RAREIIE)

(c) Other items:

() HfEAE :

Six months ended 30 June
BZEAA=1+HILAKEA

2010
—_TTF
RMB’'000
ARET T
(audited)
(&%)
Cost of inventories (i) FERA) 652,831
Depreciation: e
— Property, plant and equipment (i) —#1% - 5 & & E ) 34032
— Investment properties —REMHE 625
Amortisation: gy
— Lease prepayments —ENHEE 1,216
— Intangible assets —EBEEE 956
— Other non-current assets —HEMIERBEE 360
Operating lease charges wEHEE A
— Hire of plant, machinery and —THRKRE  HERME
properties 5,831
Auditors’ remuneration % EAD B & 3,667
Research and development costs fift 3 B A 355
Net loss on disposal of plant HEME k& ER IS8
and equipment 69
Impairment loss/(write-back) AR K (EE)
— on trade receivables — B 5 EWRK 2,085
— on other receivables — i B K (239)
Rentals receivable from investment & & ¥ ¥ e & R/ =
properties less direct outgoings (ii) HE ) (1,801)
(i)  Cost of inventories includes RMB48,282,500 for the six () BTEREABEBEEZT—

months ended 30 June 2011 relating to staff costs and
depreciation (for the six months ended 30 June 2010:

—FXNA=Z1+HIENEA
B A K #48,282,500 7T -
BDEETIKRANEITEAR

RMB40,169,000), which amounts are also included in BBE—E—T45~ A

the respective total amounts disclosed above or in note =+BHIEAEA: ARK

5(b) for each of these types of expenses. 40,169,0007T ) © T &% £ ©
EED) S W Nl G AL =1 (o)
SHOEBENSEEERX
HEEA o
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Notes to the Unaudited Interim Financial Report (continued)

R AR E R P H B S R B R (AR

(c) Other items: (Continued)

(i)  Direct outgoing of investment properties (excluding
depreciation) are RMB nil for the six months ended 30
June 2011 (for the six months ended 30 June 2010:

RMB65,000).
Current tax — PRC income tax EBE—FEREH
Provision for the period HAMR B B
Over provision in respect of prior year BEFEBERE
Deferred tax — PRC income tax FEEBRE—FEFREH
Total income tax expense FEEE R L

(a) Basic earnings per share

The calculation of basic earnings per share is based on the
consolidated profit attributable to ordinary equity
shareholders of the Company for the six months ended 30
June 2011 of RMB150,132,000 (six months ended 30 June
2010: RMB239,674,000) and the weighted average of
3,517,909,152 (after considering the effect of repurchased
shares) ordinary shares (six months ended 30 June 2010:
2,926,000,000 ordinary shares) in issue during the interim
period.

(c)

(a)

(Expressed in Renminbi unless otherwise indicated)

(BEEEAN RUAREIIE)

HMEE . (®)

iy #z=z—E——F<A=+
HIESNERMEEMERD
BEESH(TEWE) BA
REFZT(HE-_ZT—ZF
NAZTHIEAEA AR
# 65,000 7C) °

Six months ended 30 June
BEAA=THLXEA

2010

—F—FF

RMB'000

ARETTT

(audited)

(R &EZ)

17,994
(369)
26,342

43,967

BRELTRER

BREABADIREAAR LR
BREAEAREBEE T ——F A
=t+HIEANBAEEEFREFA
R #150,132,000C (B & =% —
ZEXNA=THIEAREA: AR
#239,674,0007T ) © MA & 7 HA Hf
MEREBROFERNERTT
3,517,909,152 8% E @ K (FH = —
E—FFENA=1THIE @A :
2,926,000,000 % 3 38 f% ) & N 4
EHEEE -
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Notes to the Unaudited Interim Financial Report (continued)

R AR E R P H B S R Y R (AR

(Expressed in Renminbi unless otherwise indicated)

(BEHEAN  RAREIIE)

(b) Diluted earnings per share

The calculation of diluted earnings per share is based on the
consolidated profit attributable to ordinary equity
shareholders of the Company for the six months ended 30
June 2011 of RMB150,132,000 (six months ended 30 June
2010: RMB239,674,000) and the weighted average number
of ordinary shares (diluted) of 3,582,231,715 shares (six
months ended 30 June 2010: 2,990,463,417 shares) after
adjusting for the effect of deemed issue of shares for nil
consideration under the Company’s share option schemes.

The Company's two share option schemes were granted on 1
January 2009 and 1 August 2010 respectively.
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Notes to the Unaudited Interim Financial Report (continued)
KRG EF P A5 3R M aE (&)

(Expressed in Renminbi unless otherwise indicated)

(BEEEAN RUAREIIE)

The Group &
Machinery Office and
Construction  Plant and and Motor other
in progress  buildings equipment vehicles equipment Total
BAER
EEIR BERET BERRE BeE HtRE &t

RMB'000  RMB'000 ~ RMB'000 ~ RMB'000  RMB'000  RMB'000
ARBTE ARBTT ARBTE ARBTIT ARBTT ARBTRT

Cost: B :
At 1 January 2011 NZE——F
—H—H 58,487 411,805 335,917 50,290 57,756 914,255
Add NE 5,044 441 5,836 1,698 4,436 17,455
Transfer from/(out) #BRa/ (1)
construction in progress £ T 12 (12,836) 367 10,231 — 1,164 (1,074)
Disposal HE — — (803) (399) (139) (1,341)
At 30 June 2011 NZE——F
~NA=+H 50,695 412,613 351,181 51,589 63,217 929,295
Accumulated Rt E:
depreciation:
At 1 January 2011 RZZ——%F
—H—H = (49,460) (102,251) (29,759) (26,235) (207,705)
Charge for the year FRFE — (8,964) (17,682) (3,329) (5,494) (35,469)
Written back on disposal & 2% B 2 [] — — 533 354 79 966
Transfer to construction in E & Z=EE T 12
progress — — 988 — 86 1,074
At 30 June 2011 RNZT——F
~NA=1H = (58,424) (118,412) (32,734) (31,564) (241,134)
Net book value: BRE R E
At 30 June 2011 R-ZZT——F
NAZ=TH 50,695 354,189 232,769 18,855 31,653 688,161
At 31 December 2010 NZE—TF
+=ZA=+—H 58,487 362,345 233,666 20,531 31,521 706,550
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Notes to the Unaudited Interim Financial Report (continued)

R AR E R P H B S R Y R (AR

(Expressed in Renminbi unless otherwise indicated)

(BEHEAN  RAREIIE)

Interest in leasehold land represents prepayment of land use right
premium to the PRC authorities by the Group.

Raw materials R A1
Finished goods K&

Work in progress E&
Packing materials B 5k
Low value consumables KEYE R

During the six months ended 30 June 2011, RMB7,074,000 (for the
six month ended 30 June 2010: RMB1,137,000) has been
recognised as an expense in profit or loss during the period, being
the amount of a write-down of inventories to estimated net
realisable value.

56  VYashili International Holdings Ltd Interim Report 201 1
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At

31 December
2010
RZE—FF
+=-—A=+—8
RMB'000
AREBFT
(audited)

(e &EZ)

220,074
95,935
40,342
24,516

9,948

390,815

RBEEZZFT——FSA=F+HILAN
@A AR¥7074000L(EZE=-F
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Notes to the Unaudited Interim Financial Report (continued)

Bills receivables B W 2 %
Trade receivables B 5 WK
Less: Allowance for doubtful debts o REREE

In respects of trade receivables, the Group has established a credit
policy in place: fixed credits are granted to supermarkets and the
periods range from 60 to 90 days; temporary credits are offered on
transaction-by-transaction basis to distributor customers who have
been trading with the Group for many years and have a good
trading record and the credit periods range from 10 to 90 days.
Special credit is granted to credit-worthy distributor customers
when the Group promotes certain line of products.

An ageing analysis of trade and bills receivables (net of allowance)
by due date are as follows:

Current B AR
Less than 3 months past due B HIS B 31E A
More than 3 months & B R #8 3 1A A

Receivables that were past due but not impaired relate to a number
of independent customers that have a good track record with the
Group. Based on past experience, management believes that no
impairment allowance is necessary in respect of these balances as
there has not been a significant change in credit quality and the
balances are still considered fully recoverable. The Group does not
hold any collateral over these balances.

R AR E R P H B S R B R (AR

(Expressed in Renminbi unless otherwise indicated)

(BEEEAN RUAREIIE)

At

31 December

2010
RZE—F

+t=-—A=+—"H

RMB’000

AREFIT

(audited)

(' =Z)

1,703
192,172

(1,563)

192,312

RESEUZME  AEEEAE
BEHER mARBRMISREEN TF60
Z0HMEBEERFEE  WBEXILEZHFE
ANAMBEAEERZIZFEABERITR
SEBMEEREFPREN T10290
ANERNEE - WAEEEEX R
Em ERRINKHEBRFAERS
BREE -

B 5 B Uk 2R % R U I (I B 8 1)
RE| EE R DT

At

31 December
2010
RZE—ZF
+=—RA=+—8H
RMB’000
AREETFIT
(audited)
(BEZ)

186,600

4,115
1,597

5,712
192,312

B BB I B\ AE R E B WK S
BYURFPAR RSEFPEAKEG
HREFACER REBELR &
2 E R B BRI T A SR R (E B
B RASEEERIEEAEY.
BERDER R A2 HKE - K&
B 3 8 A bt F AR IS A A R o

BLAERZERARAIA —F——FhifimE
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Notes to the Unaudited Interim Financial Report (continued)
KRG F %P BB 3| M EE ()

(Expressed in Renminbi unless otherwise indicated)

(BEHEAN  RAREIIE)

At
31 December
2010
RZZE—F
+=—A=+—8
RMB’000
ARBFIT
(audited)
(&%)
Prepaid advertising expenses BERNESERX 31,923
Prepayments for purchase of BEERERMEA
raw materials TEAT K 6,781
Advances to sales offices GEEER S 1,007
VAT recoverable AU EIE (A B 49,468
Others HAh 12,821
102,000
At
31 December
2010
R-ZE—TF
+=—A=+—8
RMB'000
ARBFIT
(audited)
(&%)
Pledged for EERAR TS EIE :
— issuing bank acceptances —HARTEALESR 11,124
— issuing letters of credit —HEEHRZ 10,860
— bank loans —EERITERK 10,920
Frozen deposits (i) REETE () 9,406
42,310

Yashili International Holdings Ltd Interim Report 201 1



Notes to the Unaudited Interim Financial Report (continued)
KRG EF P B 3R M aE ()

(Expressed in Renminbi unless otherwise indicated)

Certain deposits of RMB5,806,000 were frozen by a local PRC
court on 13 June 2009 in relation to two pending litigations
between Guangdong Yashili Group Company Limited (“Yashili
(Guangdong)”) ("ERFE+FEEHBRAF") and one of its
suppliers. In addition, further deposits of RMB3,600,000 were
frozen on 9 June 2010 by the PRC court. However, according
to a court decision dated 29 December 2009, the supplier
was required to pay RMB6,375,000 to Yashili (Guangdong) as
a compensation for the melamine-contaminated raw materials
sold by the supplier to Yashili (Guangdong) in 2008. After
consulting the Company’s PRC legal advisor, the directors of
the Company are of the view that the frozen deposits are
fully recoverable and no provision is necessary as at 30 June
2011.

Cash on hand FHER®

(BEEEAN RUAREIIE)

RZZFEZERFAA+T=0 " FH
MAERERE TR EBEHR
AR([ERBELF ) EE —RMH
FERE 2 BRI M RARFR R
& T 7 5 A K #5,806,0007T °
o REDAR R T —ZFF X
ANBE - REGHRARE
3,600,0007T © $A T - AR 45 A BT R
—EEAE+_A=-+HBEY
B R - HPER A A B R T F
AR #6,375,0007T ¢ 1A
EER 2N\ FRERELTFH
LEZHN=BRRSLEHRME
R E - KFRAR AR EDE
BEE ARREETRBERE
WFERAI 2HWE - R T —
—FRNA=Z+BBAEIRERE-

At

31 December
2010
RIE—FF
+=A=+—H
RMB’000
ARETTT
(audited)
(fREZ)

818

Cash at bank

Cash and cash equivalent in the
balance sheet and
cash flow statement

RITHER

BEERBREASRERL
MR E &
BeEEY

HLREARZRERAF

2,758,455

2,759,273

TR
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Notes to the Unaudited Interim Financial Report (continued)
KRG F %P BB 3| M EE ()

(Expressed in Renminbi unless otherwise indicated)

(BEHEAN  RAREIIE)

At
31 December
2010
Rn-ZE—F
+=—A=+—8
RMB’000
AREETF T
(audited)
(& =R)
Trade payables (i) B 5 S FR0) 231,421
Bills payable (ii) &~ =45 (i) 11,124
Advances from customers 2EEENK 71,651
Accrued payroll it e 37,936
Other taxes payable H b & F I8 38,870
Advances from local government (iii) b 75 BT & X Gii) 30,000
Pledged deposits from customers EFPHEHRRRES 30,205
Other payables and accruals (iv) H th 8 < 30 K e 5T & A (iv) 48,741
499,948
(i)  The credit period granted by the suppliers ranges from 30 (i) HEARLEHNEEHNFI0BE
days to 90 days. An ageing analysis of trade payables by due WHEHTE - BHENMNFIREIEE
date is as follows: HEREE DT T -
At
31 December
2010
R-ZTE—FF
+=-—A=+—~H
RMB’000
ARETIT
(audited)
(e E=Z)
Due within 1 month or on demand — @B AxIZEK 66,940
Due after 1 month but within —@A%E
3 months =@AA 147,153
Due after 3 months but within =“@A%RE
6 months ~E A A 17,328
After 6 months N EDEEES —
231,421
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(ii)

(iii)

(iv)

Notes to the Unaudited Interim Financial Report (continued)
KRG EF P B 3R M aE ()

(Expressed in Renminbi unless otherwise indicated)

Bills payable as at 30 June 2011 and 31 December 2010 were
secured by pledged deposits with banks.

At 30 June 2011, an advance of RMB30,000,000 was from
the People’s Government of Ying County (at 31 December
2010: RMB30,000,000), which borne a fixed interest rate of
5.76% per annum and was secured by plant and machinery
of Shanxi Yashili Dairy Co.,Ltd. (“ILFRHEEFIZLEBR A R").
There were no fixed repayment terms for the advances as at
30 June 2011.

Other payables and accruals mainly consist of payables for
acquisition of non-current assets and other accrued expenses.

(iii)

(BEEEAN RUAREIIE)

RZE——FXA=1TBEZ=Z
—ZTF+_A=+—8B EBFE
BUARITHEERERERE
ﬁo

RZE——FXA=+8"
REEGZARBRAOARKE
30,000,0007C 8 H( R = T —
TEFE+_A=1+—H8: AR%
30,000,0007T ) - % [& 7E & F) =
5.76% 5t B 3 BA (L 78 #E £ F 2L
XEBRRAANKE & # R EER
B-RZE——FXA=+H"
ZEBRLEEEERES -

HMENAREAERAETEZRE
WEIRBDEEREMESFHX
BRI 3K

BLAERZERARAIA —F——Fhifims
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Notes to the Unaudited Interim Financial Report (continued)

R AR E R P H B S R Y R (AR

(Expressed in Renminbi unless otherwise indicated)

(BEHEAN  RAREIIE)

The bank loans were repayable as follows:

—FARBER

Within 1 year or on demand

Details of the loans and borrowings are as follows:

Bank loans denominated in RITE K
— RMB —UAARKEE
— United States dollar ("US dollar”) ()  — LAZE L 5HE ()
— HK dollar — B TETE

(i)  The bank loans carried a weighted average interest rate of 2.85%
per annum as at 30 June 2011 (at 31 December 2010: 2.74%).

Yashili International Holdings Ltd Interim Report 201 1

RITERNEETADT

S

At

31 December
2010
RZE—TF
+=-A=+—H
RMB'000
ARETFT
(audited)
(feEZ)

158,440

EREBEROFBMOT

At

31 December
2010
RZE—FF
+=ZA=+—H
RMB’000
ARETTT
(audited)
(feEZ)

130,000
17,437
11,003

158,440

i)y M—ZZT——FA=+H" KT
B 3R g 19 F ) R 2.85% (R
T+ =-A=+—8:
2.74%) 5T B o



Notes to the Unaudited Interim Financial Report (continued)

R AR E R P H B S R B R (AR

(Expressed in Renminbi unless otherwise indicated)

(BEEEAN RUAREIIE)

(a) Dividends payable to equity shareholders of (@) A HHEE #ERIKS
the Company attributable to the previous NESEKATREREA
financial year, approved and paid during the WBETHMBREERE

interim period

Six months ended 30 June
BZEAB=1+HILAEA

2010
—T-TF
RMB'000
AREBFT
Final dividend in respect of the REBZ P EHEREHE R
previous financial year, approved & A B9 38 1 B R A 2 AR R
and paid during the following BREBRLBRARYE
interim period, of RMB7 cents 790 (REEB SR E)
(distributed at equivalent (BEZZ—ZTF
value of HK$8 cents) NAZTHLEAEA:T)
per ordinary share (six months
ended 30 June 2010: Nil) —
(b) Share capital (b) B
The Company was incorporated on 3 June 2010 with ARNBIR—_E—ZFFEA=HBF
authorised capital of 3,800,000 shares at HK$0.10 per share. Az - & E AR 7 3,800,000 A%
As part of the Reorganisation, the authorised capital of the BREBECIOETHRMD - EAR
Company was increased to HK$1,000,000,000 divided into BHEMN D  ARAREER
10,000,000,000 shares of HK$0.10 each. As at 30 June 2011, 7K 1% 2= 1,000,000,0007%& 7T * 9 A
3,518,920,081 shares had been issued and were fully paid. 10,000,000,000 f% & A% M 1E0.10

/%EZHX@ ° #_i__ﬁz/\
=+ H 3,518,920,081 i% % 15 &
BIIRER -

REFERERERAT —=— —&h#Ks 63



Notes to the Unaudited Interim Financial Report (continued)

R AR E R P H B S R Y R (AR

(Expressed in Renminbi unless otherwise indicated)

(BEHEAN  RAREIIE)

(b) Share capital (Continued)

(o)

During the period, pursuant to the Company’s share option
schemes (note 18), options were exercised to subscribe for
18,920,081 (2010: nil) ordinary shares in the Company at a
consideration of HK$11,098,000 (equivalent to
RMB9,362,000) (2010: RMB nil) of which RMB7,766,000 (2010:
RMB nil) was credited into the share premium account.
RMB7,360,000 (2010: RMB nil) has been transferred from the
equity-settled share-based payment reserve to share premium
account. As at 30 June 2011, the total number of shares
which may be issued upon the exercise of all options
outstanding from the Company’s share option schemes is
75,681,034 (31 December 2010: 94,601,115).

On 10 June and 13 June 2011,
repurchased its own ordinary shares of 10,000,000 shares at

the Company totally

aggregate price (including transaction fee and commission) of
HK$18,692,000 (equivalent to RMB15,509,000), which was
charged to retained profits.

Share premium

The excess of the issued price net of any issuance expenses
over the par value of the shares issued has been credited to
the share premium account of the Company.

Under the Companies Law (Revised) of the Cayman Islands,
the funds in the share premium account of the Company are
distributable to the shareholders of the Company provided
that immediately following the date on which the dividend is
proposed to be distributed, the Company will be in a position
to pay off its debts as they fall due in the ordinary course of
business.
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(b) MR& (&)

(9]

RAERR - AR AR A AR
REETEI (M 18) T B A4 - 3l
R EE18,920,081 (- & — =&
F:E)ARQA jt@ﬂﬁ RER
11,098,0007% 7T (B & W A R ¥
9,362,000L) (ZE—FF : AR
¥ZTx) Hf AR7,766,000
T(ZE—ZTF: ARBEZT )R
ARG HEE - AR®7,360,0007T
(ZE—ZF: ARBZT)EH
BELEERMINEEERER
Tﬁ/ﬁﬁ{g°ﬁ/\\\—§__¢/\ﬂ:+
H MARAFRERETEFTRAE
MARITE R B AR 1T - BIAT
T EITH IR 1) 48 2 575,681,034
B(ZE2—ZFF+ A=+ —
H :94,601,1150%) °

RZBE——FNA+BEEANAT
“H ARARAHBEHEAESN
3 A% 10,000,000 1% » 42 B 1% (&
FEEBERAS)A18,692,0007%8 7T
(fH& »n A R #15,509,0007T ) °
I E BIRE AR o

gy

BTEGIKREMZETROBEL
EERTEROEENZEBCTALR
DA HY B A i ME e

RI5 58 B B A FA (T -
ARG EEOESTHET
AARBE - HERERED R

B BHHE% ARABEBRNESZ
ERBEEXEBRAEPME HE

ﬁ%o



Notes to the Unaudited Interim Financial Report (continued)

(d) Merger reserve

As part of the Reorganisation, the then shareholders of Yashili
(Guangdong) transferred their equity interests in Yashili
(Guangdong) to Yashili International Group Limited on 2 July
2010. A merger reserve of RMB1,367,204,000 was resulted
from these transfers for the purposes of the consolidated
financial statements.

(e) PRC statutory reserves

PRC statutory reserves were established in accordance with
the relevant PRC rules and regulations and the articles of
association of the Company’s subsidiaries in PRC. Transfers to
the reserves were approved by the board of directors.

(f) Equity-settled share-based payment reserve

Equity-settled share-based payment reserve represents the fair
value of the actual or estimated number of unexercised share
options granted to employees of the Group in accordance
with the accounting policy adopted for share-based
payments.

(g) Translation reserve

Translation reserve comprises all foreign exchange differences
arising from the translation of the financial statements of
foreign operations. The reserve is dealt with in accordance
with the accounting policy.

The Group adopted share option schemes that entitle key
management personnel to purchase shares in the Company. The
terms and conditions of the share option schemes were disclosed in
the consolidated financial statements as at and for the year ended
31 December 2010.

R AR E R P H B S R B R (AR

(Expressed in Renminbi unless otherwise indicated)

(BEEEAN RUAREIIE)

(d) &OtfE#E

EREMAN—H RZ2FT—F
FLAZH ERBELHERD
P& B8 B AE R SR M 4 I A9 AR i 8
ETHITHERERERAA o
HEHBMBREMES  AHEE
A R #1,367,204,0007C /5 A 7% &

() FEIZERME

FEOEERBILREBEHRBETER
A BOERIA R A2 A BB A
AMAEMERARRY - MF#E
MBRNEEESIE-

() REGEROIREE

BEEERND X NRFEEER TR
5 (& B H R 1T {5 B8 IO HE PR ok
Bt B E RO NRANE
AABRREGHNAREE-

(o) REHE

BEREEREBREBINRT
) BF TS SRR M E £ WP A HMNE
ERH o ZHEBIORESFBRE
3 o

AEBEDRABRENSE UAETE
EERASBEARARABRMND 2R -
BRI REHARER -F
—EEF+_A=1t-—HAURBEZH
EFENEHMBERE -

BLAERZERARAIA —F——FhifimE
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(ii)

Notes to the Unaudited Interim Financial Report (continued)

R AR E R P H B S R Y R (AR

(Expressed in Renminbi unless otherwise indicated)

(BEHEAN  RAREIIE)

The number and weighted average exercise prices of share
options are as follows:

Outstanding at the HA¥ ) R AT
beginning of the period

Granted during the period HADRH

Forfeited during the period  Hif B2 2k %%

Exercised during the period  EAA 2 171&

Outstanding at the end HAR M R1T 6

of the period

The share options outstanding at 30 June 2011 weighted
average remaining expected life 1.7 years (31 December
2010: 2.2 years).

Fair value of share options and assumptions:

The fair value of services received in return for the share
options is measured by reference to the fair value of share
options granted. The estimated fair value of the share options
is measured based on a binomial option pricing model. The
contractual life of the share option is used as an input into
this model.

During the six months ended 30 June 2011, equity-settled
share-based payment expenses amounting to RMB2,655,000
(six months ended 30 June 2010: RMB1,430,000) were
recognised in the consolidated income statement.
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B R 40 B B R A 491 165 1
wmF :

At 31 December 2010
i S S
+=ZA=+—H

(audited)
(& &EZ)
Weighted
average
exercise
price Number of
per share options
FRINAE
FIITEE
RMB
AR

BRESE

0.11
1.84
0.91

73,525,056
21,450,606
(374,547)

0.50 94,601,115

R-TE——FEXNA=+HEKRT
{55 HY BE AR 4 A9 D0 4 7 15 9 4 78 B
EMAIIFE(CE-ZTE+ - A
=+—H:22%)-

BEREAABERRR:

1E 73 1% 8 BHE B0 X (B T U B A
RBORABEDEZERE D
MEBERENRAEBETE B
BOEA2ABEDIRE=EBAR
HEETERAAE - -BRENSE
MERTDAELRAN —BE A
2%

BE—_Z2—F A=+tHILEA
&7 - B E IR D A X 8
B ARM265500T(BE_-F
—ZEFXA=ZF+HIEANEARA: A
K #1,430,0007T) © W B R & HF
I 2 R MR



Notes to the Unaudited Interim Financial Report (continued)
KRG EF P A5 3R M aE (&)

(Expressed in Renminbi unless otherwise indicated)

(BEEEAN RUAREIIE)

(@) Capital commitments, outstanding at 30 June 2011 not (@ MZE—FXNA=+HHEKXE
provided for in the financial statements were as follows: TEYERYBHRERTREED
BAREENAT

At

31 December

2010

RZE—TF

+=—A=+—H

RMB’'000

ARETTT

(audited)

(Fe &%)

Contracted for BETA 11,226

(b) At 30 June 2011, the total future minimum lease payments by RZZE——FA=+H ' 1°7

under non-cancellable operating leases in respect of land and BUEREHEB TR i R E

properties were payable as follows: JERNHARRZERERIBELED

T

At

31 December

2010

RIE—FF

+=—A=+—8

RMB'000

ARETTT

(audited)

(12 1%)

Within one year —F R 11,479

After one year but within five years ~ —&F B R FE R 11,533

After five years HF% 6,031

29,043

The Group leases a number of land and properties under AEBNKLERERHAE T

operating leases. The leases run for period from one to HEHE - HERH—ZE=+

twenty-six years, certain of the leases are with an option to FoWOoMEEWTEERE -IJ&

renew when all terms are renegotiated. None of the leases FMEGRREEFERNEEENA
includes contingent rentals. E-BEHERENAESE -

BLAERZERARAIA —F——FhifimE
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Notes to the Unaudited Interim Financial Report (continued)

R AR E R P H B S R Y R (AR

(Expressed in Renminbi unless otherwise indicated)

(BEHEAN  RAREIIE)

During the six months ended 30 June 2011, the directors are of the
view that related parties of the Group include the following

individuals/companies.

Name of related party
BES A8

Mr. Zhang Likun, Mr. Zhang Lihui, Mr. Zhang Liming,
Mr. Zhang Lidian, Mr. Zhang Libo and Ms. She Lifang
(collectively referred to as “Zhang's Family”)

SRF IS A - SRAIEL A - RFIBFL A - RFMEE -
RAREERKBF X (BB RITRRRED

Shantou Zhang's Investment Co., Ltd.
("Zhang's Investment”) ("JLERSRCIR A BR 2 E") ()
AWBEREKEEBR AR ([REZED )

Haoweijia Food Co., Ltd (“Haoweijia Food”)
(BRITRERBERAT) ()
ERTKERBERAR ([HFHRERSD ()

Chaoan County Anbu Yingjia Paper and Plastic Products
Factory (“Yingjia") (8% 54 B 18 L A 22 2L ) (1)
M GRER e ER 2R MR (EED)
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RBE_T——FR "A=1THILXE
H BEFZRRAEENEETBRIA
TAL/RE -

Relationship
B&

the Controlling Shareholders

22 R AR

Under common control of the Controlling Shareholders

1R BRCER HY 2K R 42

Under common control of the Controlling Shareholder

1R B RCER B 2K R 42

Under the control of a close family member of
a director of the Company

XARF—REZHHRBES



Notes to the Unaudited Interim Financial Report (continued)
KRG EF P A5 3R M aE (&)

(Expressed in Renminbi unless otherwise indicated)

(a) Recurring transactions

(i)

The official name of the entity is in Chinese. The English
translation of the name is for reference only.

Particulars of significant transactions between the
Group and the above related parties during the period
are as follows:

Sale of packing materials to HEBRMET
Haoweijia Food FRERM

Purchase of preserved fruit EFRERREE
products from Haoweijia Food RREm

Rent of property and plant from BREREREHEMER
the Zhang's Investment % B

Purchase of plastic spoons and BEEEBEBEGRER
covers from Yingjia =T

The directors of the Company are of the opinion that
the above related party transactions were conducted on
normal commercial terms in the ordinary course of
business.

(BEEEAN RUAREIIE)

i}

)

EETBERAT XA
o RXFEREHRZE -

\;

AEBHEN FEERRAE
HEANERZSHFEN
N

Six months ended 30 June

BENA=THLEXNEAR
2010

—F__F
=E =
—_— =4

RMB'000
ARETTT
(audited)
(e &EZ)

1,075

2,634

1,370

3,323

ARAEERS U LEH
BHERENE-RELE
BoERREBBRSE
7

BLAERZERARAIA —F——FhifimE
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Notes to the Unaudited Interim Financial Report (continued)

R AR E A P H B S R B R (AR

(Expressed in Renminbi unless otherwise indicated)

(BEHEAN  RAREIIE)

(b) Balances with related parties (b)

(i) Amounts due from related parties

Trade related g 5 18k
— Haoweijia Food —IFRER M
Non-trade related *EZHEE
Other receivables from KB AT B H fib fE U 5K
— Haoweijia Food — I IRER M@

(i) Amounts due to related parties

Trade related E5HEE
— Yingjia —EfE
— Haoweijia Food —IFRER M
— Zhang's Investment —RXKE

The amounts due from/to related parties as at 30 June 2011
and 31 December 2010 were expected to be recovered/repaid
within one year. All advances to/from related parties are
unsecured.
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EEES AR
() FEWETET IR

At

31 December
2010
R-F—FF
+-A=+—H
RMB’000
AE¥ETFTT
(audited)

(= =%)

1,432

24
1,456

(i) FENBIZE T A

At

31 December
2010
RZE—TF
+=-RA=+—8
RMB'000
ARET T
(audited)
(&%)

1,157
3,356
53

4,566

RZEBE——FNA=Z+HERZ=ZZE
—ZFBEFE+-HA=+—08 EUS
FEEESRBEESHER —F
R E EE- T2 TEE
BHRBEERBNORIEY R E
A o
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Review report to the board of directors of Yashili International
Holdings Ltd
(incorporated in the Cayman Islands with limited liability)

We have reviewed the interim financial report set out on pages 35 to 70
which comprises the consolidated balance sheet of Yashili International
Holdings Ltd as of 30 June 2011 and the related consolidated income
statement, consolidated statement of comprehensive income, statement
of changes in equity and condensed consolidated statement of cash
flows for the six months period then ended and explanatory notes. The
Rules Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited require the preparation of an interim financial report to
be in compliance with the relevant provisions thereof and International
Accounting Standard 34, Interim Financial Reporting, issued by the
International Accounting Standards Board. The directors are responsible
for the preparation and presentation of the interim financial report in
accordance with International Accounting Standard 34.

Our responsibility is to form a conclusion, based on our review, on the
interim financial report and to report our conclusion solely to you, as a
body, in accordance with our agreed terms of engagement, and for no
other purpose. We do not assume responsibility towards or accept liability
to any other person for the contents of this report.

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 the
interim financial report consists of making enquiries, 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.

Review Report

ER®E

BELANERERERAAESETEZEMN
BE
(REASHSTMELNERLE])

HMEEMINEANEIBEEZE0EHKLH
BRZERERARNP M BEERS - b+
RO BHRERER-_TE——FA=TH
MEHEERBREMEZA L/NEAH
BOAHEDER A RaER A0
aEPRMNBEAAHRASRERNALME
fRiE - RB(EABMAXSMAERABES
EHRAD - L RRBEANE EHRAF
MAEREREMBER e EMNZEERAN
(R e ERDEMRH AT BRE W
RERBTHAMBHRE EFAEARE
(EIRR & 5T £ R 3458 iR 8L M 51 e ep B B
BwmE -

BMPNETRERERMNEFNS T BT B
BEFELER LRBEMETAHBEN
EEGSR EREREZTSRE KU
Sh - HAIMREE T A BIEE M A& - 3
MIARABEENRNT > HEAEMAL
BRIABEEALE

BMERBEEESAMAGRMA(EESE
B T RI)E 241055 [ & §8 19 B 32 2 2 ED
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Review Report (continued)
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Based on our review, nothing has come to our attention that causes
us to believe that the interim financial report as at 30 June 2011 is
not prepared, in all material respects, in accordance with International
Accounting Standard 34, Interim Financial Reporting.

KPMG

Certified Public Accountants
8th Floor, Prince’s Building
10 Chater Road

Central, Hong Kong

26 August 2011

Yashili International Holdings Ltd Interim Report 201 1

RERMOEH T RMALLEIES
EREE EFRMAEER_F——FXA
STENTHMBEBREEMAEANTER
BRRCBER & ERIDFE 34+ P B R
IR ERS

EERSHMEHM
HE G A

BEEPIR

EITE105%
RNFARES#E
—E——FNAZ+KH



i ]

Yashili International Holdings Ltd

HITRNERERARLQST




	Cover

	Contents
	Corporate Information
	Financial Highlights
	Management’s Discussion and Analysis
	Report of the Directors
	Consolidated Income Statement
	Consolidated Statement of Comprehensive Income
	Consolidated Balance Sheet
	Consolidated Statement of Changes in Equity
	Condensed Consolidated Cash Flow Statement
	Notes to the Unaudited Interim Financial Report
	Review Report
	Back Cover


