i)

Yashili International Holdings Ltd
BT ABEKERABRRLST
(Incorporated in the Cayman Islands with limited liability)
(MEASESEMRINERAR)

Stock code FR {355 : 01230

2oie

Interim Report
PHARRE



A
E) %%
Corporate information
NEER

Financial highlights
IR E

Management’s discussion and analysis
EIRE S RO

Report of the directors
BEEgWmE

Consolidated income statement
aptilkEE

Consolidated statement of comprehensive income
i oa=il e

28

41

42

Consolidated balance sheet

BHEERER

Consolidated statement of changes in equity
ApHEREBHE

Condensed consolidated cash flow statement
MR HIEERER

Notes to the unaudited interim financial report

REEZT R RS MR

Review Report
ERwmE

43

45

46

47

75



Corporate Tujorvmation

AEER

Board of directors

Executive directors
Mr. Zhang Lidian

Mr. Zhang Likun

Mr. Zhang Liming

Mr. Zhang Libo

Mr. Zhang Yanpeng

Non-executive directors
Mr. Chang Herman Hsiu-Guo
Mr. Zhang Chi

Independent non-executive directors
Mr. Yu Shimao

Mr. Chen Yongquan

Mr. Samuel King On Wong

Nomination committee
Mr. Yu Shimao (Chairman)

Mr. Zhang Lidian

Mr. Chen Yongquan
Remuneration committee
Mr. Yu Shimao (Chairman)

Mr. Zhang Lidian

Mr. Chen Yongquan

Audit committee

Mr. Samuel King On Wong (Chairman)

Mr. Yu Shimao
Mr. Zhang Chi

Yashili International Holdings Ltd Interim Report 2012

EEg

HITES
% I 4 5% £
% | 3 5% 2
SRF A% L
5 % 5 £
B FE B 55 £

HHUTES
SRR B 5%
53t e £

BYFHITES
AR S
BR ok R 5
B REE

REZET
RS ()
SRRk
B R S
FWEES
R KL (TR
R
B R 5
BRERE
EMR KL (TR

REXELE
R SE A



Authorised representatives
Mr. Zhang Lidian

Mr. Wu Xiaonan

Joint Company secretaries
Mr. Wu Xiaonan

Ms. Ho Siu Pik

Company legal name

Yashili International Holdings Ltd

Date of incorporation

3 June 2010

Company’s Registered address

Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111
Cayman Islands

Stock code

Hong Kong Stock Exchange 01230

REAX

o ) 8 5% £
REEFEEEE

BMELNRIWE

REFELELE
B L

REEEEW

ML ABERERER QA

ﬁ.ll:

fi B¢ 32 B £R

A

T —TEXN A

H

B & 3t

Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111
Cayman Islands

AT X 5%

BB ERHHAT01230

BLREARZRERAF

Corporate Tuformation (continued)

23 EH (%)

—E-FRHR

H
=

3



23 EH(4)

Principal place of business in Hong Kong

Room 1614, 16th Floor
Times Square Tower 2

1 Matheson Street
Causeway Bay

Hong Kong

Head office and principal place
of business in the PRC

Yashili Industrial City

Chaoan Avenue

Chaozhou City

Guangdong

515638

The People’s Republic of China

Hong Kong branch share registrar
Computershare Hong Kong Investor Services Limited
Units 1712-1716

17th Floor, Hopewell Centre

183 Queen’s Road East

Wanchai

Hong Kong

Investor relations department

Office of the board

Investor enquiry hotline

+86-768-5820546
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Investor enquiry email address
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Company’s website
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Six months ended 30 June

BEAA=tHILAEA

Percentage
2012 2011 change
—E--F —E——%F E LI
RMB million RMB million
ARBBERT AR¥BEET
Turnover B 1,689.1 1,443.9 17.0%
Gross profit EF 917.0 782.0 17.3%
Profit attributable to equity NAFIREZEA
shareholders of the Company FE {5 F1) 218.9 150.1 45.8%
Net cash inflow KEEB TS
from operation FIREBRMA 218.3 237.1 -7.9%
Earnings per share (RMB cents) FEEF(ARK: 5)
— Basic — &R 6.2 4.3 44.2%
— Diluted —#E 6.2 4.2 47.6%

The Group recorded sales revenue of RMB1,689.1 million for the six
months ended 30 June 2012, representing an increase of 17.0%
over the same period in 2011.

For the six months ended 30 June 2012, sales revenue grew by
17.0%, driving the gross profit up by 17.3%. In addition, the sales
expense ratio declined from 35.8% for the six months ended 30
June 2011 to 33.5% over the same period in 2012 and finance
income increased by RMB21.0 million over the same period in
2011. Due to the combined factors abovementioned, net profit
attributable to equity shareholders of the Company for the six
months ended 30 June 2012 amounted to RMB218.9 million,
representing an increase of RMB68.8 million over the same period
in 2011.

The Group’s basic earnings per share amounted to RMB6.2 cents
for the six months ended 30 June 2012, representing an increase of
44.2% over the same period in 2011, and diluted earnings per
share amounted to RMB6.2 cents for the six months ended 30 June
2012, representing an increase of 47.6% over the same period in
2011.
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Management s Discussion and rualysds

Industry Overview

According to the statistics of National Bureau of Statistics of China, in the
first half of 2012, economic growth in China has shown a trend of
slowdown. In the first half of the year, GDP of China increased by 7.8%
from the same period of last year, representing a slowdown as compared
with the growth rate in the same period of last year, while the overall
national consumer price level surged by 3.3% from the same period of
last year. Under the guidance of policies on driving domestic demand,
boosting growth and enhancing consumption power, total retail sales of
social consumer goods reached RMB9,822.2 billion in the first half of the
year, representing a real growth of 11.24% from the same period of last
year after excluding price factors. Growth of income per capita for urban
residents (excluding price factors) recorded a real growth of 9.7%, while
the income per capita for rural residents also recorded a real growth of
12.4%. In view of the fact that the growth rate of income for rural
residents exceeded that of both income for urban residents and GDP, the
development potential for rural consumer market is increasingly
significant.

Along with the continuous growth in income, parents, whether from
urban or rural areas, are becoming more concerned about the nutrition
and health of their babies with more requirements for food quality, and
thus the paediatric food market has shown a development trend towards
the high-end side. As compared with the price competition found in the
previous low-end market, the competition in the middle and high-end
paediatric milk powder market primarily focuses on brand and quality,
and those products generate a higher gross profit margin. Meanwhile,
enterprises also need to invest more resources on product manufacturing,
brand building, channel expansion as well as sales and promotion. Under
increasingly keen market competition, those enterprises with brand
influence, outstanding channel competitiveness, premium product quality
and strong capital strength would acquire a more extensive development
space. As such, strengthening of the establishment of brand and quality
structure as well as focus on creating customer loyalty is replacing the
traditional price competition, and has become the major means of
building up core competitiveness among industry players.
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Wanagement s Discwssion and rnalypis (continued)

IR /& 33 3B A (%)

In addition, according to “Global Food Prospects” report published by
Food and Agriculture Organization of the United Nations, since the mid-
2011, the improvement of international market supply together with the
favourable weather conditions have increased milk production volume,
and thus led to the drop in price of global dairy products in the first half
of 2012. According to the forecast of the US Department of Agriculture
(USDA), the milk production volume of New Zealand, a main dairy
product exporter in the world, will surge in the milk season in 2011/2012,
while the supply of other major dairy producers also maintained a stable
growth in 2012, which represents a favourable phenomenon for the
paediatric milk powder industry.

Basic Information of the Company

Established in 1983, we mainly focus on the production and sales of
paediatric milk formula products and nutrition food since 1998. In 2002,
we launched the Scient brand paediatric 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 paediatric 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 paediatric 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 recognised brands, under which various product series
are sold targeting different consumer segments. We also sell four types of
nutrition food, namely soymilk powder and paediatric rice flour under
Yashily brand, cereal under Zhengwei brand as well as milk powder for
adults and teenagers under Youyi brand.

Yashili International Holdings Ltd Interim Report 2012
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Management's Discwsscon and Analypes (continued)

Business Highlights

Leveraging on the product series under well recognised 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,
advanced production system and professional marketing team with
thorough knowledge on local consumer market, thereby providing all
consumers with products of assurance.

Introduction by Products

Paediatric milk formula products

We mainly develop paediatric milk formula products to satisfy the health
and nutrition needs of infants and young children during daily feeding,
acting as a major source of nutrition of infants and young children in
auxiliary to breast milk. All of our branded paediatric milk formula
products are mainly produced by imported premium raw materials
procured from New Zealand. 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.

The Group has established different paediatric milk formula product lines
aiming at target customers of various consumption distributions. The
Group launched out paediatric milk formula serial products in Golden
Ambery brand under Yashily and Merla brand under Scient, which
possess quality nutrition and target at consumers in high-end market. The
Group's core products, Yashily a-Golden series and Scient Golden series,
mainly focus on middle to high-end consumer groups, while Yashily’s
Newwitt series and Scient’s Ordinary Pack Series mainly focus on middle-
end consumer groups. Yashily’s New Formula series mainly focuses on
low to middle-end consumer groups.
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Wanagement s Discwssion and rnalypis (coutinued)

IR /& 33 3B A (%)

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. These
products include products with different nutritional combinations to suit
special needs of consumers and products suitable for ordinary people.

Marketing

We sell our products via a comprehensive national sales and distribution
network, which covers all regions within mainland China. The milk
powder products sales network comprises of around 1,500 regional
distributors, who directly or indirectly further distribute our products to
over 105,000 retail outlets, including supermarkets, department stores,
specialty stores and large membership chain supermarkets as well as
grocery stores, among which we have made remarked achievements in
maternity channel development from the first half of 2012. We sell our
products to 15,000 more maternal and child stores, which have effectively
pushed up market share in this channel, bringing new growth points for
the Group’s performance. Our extensive milk powder products
distribution network is formed by more than 2,300 marketing staff under
the support of over 600 liaison locations.

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 40% of our distributors had maintained a business
relationship with us for over five years, of which some even span for more
than 20 years.

10  VYashili International Holdings Ltd Interim Report 2012
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Wanagement s Discwssion and rHnalyis (continued)

To provide more detailed and better services for the market and realise
professionalism in our operation, in 2011, the Group has conducted the
reconstruction and division of the marketing structure to form different
departments, namely the milk powder business department, brewed food
business department, liquid business department and nutrition
department. In the first half of 2012, a relatively satisfactory result was
achieved, while significant enhancement was also recorded for respective
management indicators. Currently, the milk powder business department
is mainly responsible for the operations related to paediatric milk powder,
rice flour and milk powder for adults; the brewed food business
department is mainly responsible for the operations related to soy milk
powder and cereal; the liquid business department is mainly responsible
for the development and sales of new liquid products; and the nutrition
department is mainly responsible for the advertisement and promotion of
products and the nutrition contents via organising academic activities
such as medical salon to enhance the interaction with consumers and
education of infant care knowledge.

In the first half of 2012, a brand new brand promotion slogan, “Genuine
New Zealand, Love from Yashili”, was adopted with a view to promote to
consumers that all Yashily paediatric milk powder are made by the
excellent milk source originated from New Zealand in a more direct
manner.

Brand Building

In terms of brand building, we have continuously enhanced investment
and promotion on premium milk source, professional manufacturing and
professional services, while kept on commencing activities in terms of
giving birth, raising up and educating infants for consumers, which aim
to establish the image of safe milk source, professional services and
premium quality to give returns to our consumers with love and care.

In this regard, we have continuously undergone brand building and re-
rationalised the brand positioning and image of Yashily. For branding
strategies, we made promotions on our premium quality and 100%
imported milk source to enhance consumers’ confidence on our brand
and products. Our new brand slogan “Genuine New Zealand, Love from
Yashili”
love” were spread via multi-dimensional and cross-coverage of CCTV,

and the brand connotation of “100% pure, confidence and
satellite television channels as well as popular provincial and local
channels, networks and printed media. We also enhanced the interaction
in and off the internet. In the internet, an upgraded version of the large
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Wanagement s Discwssion and rnalypis (coutinued)
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interactive event on the internet named “Experience excellent milk
sources with a trip in New Zealand” was recommenced this period with 5
million participants and enthusiastic response. Going offline, over 2,000
parent-child roadshows and activities were held from first-tier cities to
second and third-tier cities, and those winning consumers were invited to
participate in “6-day trip to experience milk source in New Zealand”. The
activities have thoroughly shortened the distance between the Company
and millions of consumers, and achieved excellent promotion effect.
Through the above events, in May 2012, Yashily was awarded the sole “Best
Annual Marketing Innovation Award” in the”First Chinese Entertainment
and Marketing Summit”. The increase in brand value and consumers’
confidence has directly facilitated the accumulation of brand assets and
growth in market share.

Yashili strongly believes that maternal and child health is the root of our
people and future of our nation. As a renowned domestic brand and a
leading enterprise among domestic paediatric milk powder manufacturers,
Yashili assumes the responsibility of developing maternal and child health
business in China. On such basis, the Group co-operates with Chinese
Eugenic Science Association (FF BI{E £ £l 2% &) and has organised “Medical
Salon on Chinese Maternal and Child Health” with the participation of
over 10 thousands maternal and child medical and nursery personnel,
while continuously commenced consumer education activities to promote
and spread the knowledge on eugenic birth, raising and education of
children and infants. In May 2012, Yashili co-organised the “Seventh
National Eugenic Science Meeting” in Lanzhou, China, which promoted
the concept of raising up children with eugenic science with a view to
raise up the overall quality of Chinese people and realise Yashily’s grand
objectives of making contributions to China. Such activities have also
injected new energy and influence for Yashily’s brands.

Apart from obtaining returns from the market and consumers’
recognition, Yashily’s brand building efforts also resulted in recognition of
a large number of social organizations as well as authoritative brand
evaluation and research institutions in the world. For instance, in the “2011
Annual Meeting on Competitiveness of Chinese Brand and Third Summit
of Chinese Brands and Brand Leaders” held in Beijing in March 2012,
Yashily was conferred the “2011 Most Influential Brand Award in China”.
In July 2012, “Yashily” was named 500 Most Valuable Brand in China
again with brand value of RMB9.865 billion, ranking 154 and
representing its ninth consecutive times being named. As compared to
2011, our brand value has increased by RMB2.09 billion, while our rank
has climbed up 9 places.
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Management s Discwssion and rnalypis (continued)

To improve nutrition absorption among infants and children and foster
healthy growth of Chinese babies, in May 2012, Scient co-operated with
Dong Jie, a fresh and beautiful youth charity star, on launching Scient
Merla series milk formula, a new and specifically developed high-end
product for enhancing the absorption of nutrition among infants and
children. Merla series milk formula is specifically made with reference to
the standards of CAC of FAO/WHO as well as the new standards for
Chinese dairy industry. Scient also initiated plans on improving paediatric
nutrition named “witness the achievement in future via absorption” with
Chinese Eugenic Science Association (fFEE AR =).

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 paediatric milk formula, we have carefully selected reputable
suppliers located outside China such as Fonterra Limited and Synlait Milk
Limited, to secure reliable and high-quality raw milk. Even for daily
inspection, the Group’s headquarter as well as all subsidiaries spend a
tremendous amount every year, comprehensively introducing various
advanced inspection equipments including High Performance Liquid
Chromatography and Atomic Absorption Spectrophotometer. 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.

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 imported raw
materials and impose strict raw materials reception 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
raw milk to production and from inspection to distribution; and (5)
continuously attract outstanding talents to conduct production
management in a highly efficient manner.

B3R B A M (%)
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Wanagement s Discwssion and rnalypis (coutinued)
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I/ iR A M ()
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In August 2010, the Group was the first to establish the Food Quality and
Safety Committee, which is formed by various experts worldwide and
reports to the Board directly. The Committee is a supervisory entity on
food safety, and six top and authoritative experts covering academic fields
such as food researches, dairy industry researches, food supervision,
micro-organism and physical and chemical researches as well as paediatric
nutrition from the United States, New Zealand, Australia, China and Hong
Kong were employed. The Committee introduces an industry-leading
operation mode, providing strategic guidance on relevant standards and
procedures of the Group, while provides industry information related to
food safety and quality control and assesses on the quality control system
of the Group. As such, it is ensured that the Group’s quality and safety
management structure is in line with the top level around the world. The
Committee could also conduct independent investigation on the Group’s
quality and safety structure at any time.

In the first half of the year, the Committee reviewed the operation of milk
powder workshops and laboratories, while provided professional advices
on the Group’s production management, quality control and direction of
product research and development. In addition, the Committee also
strived to guide the Group on participating in more training in respect of
international food safety standards and excellent operation regulations to
ensure that its food safety rules are in line with international standards.
The Committee will help the Group to make continuous and active
participation in food safety programmes and activities organised by Asia-
Pacific Economic Cooperation with a view to enhance its international
vision and food safety control.

According to the results of the monthly random examination scheme
conducted by the Administration Centre of Quality Supervision, Inspection
and Quarantine on Dairy Products of the People’s Republic of China (EiZR
B E BEEmERT ) as commissioned by the China Dairy Industry
Association, the quality of paediatric milk powder products of the Group
has been stable and reliable, which complies with the requirements under
the prevailing compulsory national standards of China.
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Management s Discwssion and rnalypis (continued)

In 2011, the Ministry of Industry and Information Technology organised
and guided 4,000 food enterprises, including all paediatric milk formula
manufacturers, on establishing the Creditability Management System. The
expert team on Creditability Management System mainly conducted
assessment on different aspects of food enterprises, such as sources of
procurement, examination process, production process, administrative
activities, financial work and research and development results, and the
expert team of Technology Research Institutes under National
Accreditation Service for Conformity Assessment was invited to conduct
on-site review. The expert team on creditability has conducted detailed
review and on-site assessment in accordance with the standards on
Creditability Management System. In November 2011, Yashili (Guangdong),
a subsidiary of the Group, has passed the review on the Credibility
Management System (CMS) on Food and Industrial Enterprises (El R & &
TELPEREEEEZZK) and has become the first food production
enterprise to participate in creditability assessment and ultimately
conferred with the certificate in Guangdong Province. Scient (Guangzhou)
has also been conferred with the certificate in the early 2012.

Research and development

The Group’s development of new products adopts the concept of “apply
research and development as well as advanced researches by generation”,
and the Group has increased efforts on new product research and
development in 2012 with classification and re-planning on products of
different series, while adjusted product structure and optimised formulas
to enhance products’ competitiveness. Targeting at high-end consumers,
Yashili launched out Golden Ambery series with an aim to meet the main
needs in respect of digestion and absorption. The ingredients of the
product mainly include structural fats, «-whey protein and prebiotics
combinations, and is currently positioned as a high-end paediatric milk
formula in the market in China. The product provides infants with
sufficient nutrition, while reduces the possibility of diarrhea and infant
constipation by enhancing the digestion and absorption system of infants.

B3R B A M (%)
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Wanagement s Discwssion and rnalypis (continued)
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Yashili Group will use new formula on the upgrading and development of
its existing products. The new formula combines adjustments on protein,
fats, vitamin and minerals to allow products achieve a feeding effect close
to maternal milk, and thus the quality of products would be
comprehensively enhanced. These new products will be gradually
introduced into the market in the second half of the year.

The co-operation with China Agriculture University on developing high
protein content nutritional milk powder for the middle-aged and elderly
has been completed, and Yashili Group will launch out this product at
appropriate time based on market needs.

To adapt to the overall requirements on safety and nutrition by the
Chinese market and consumers, product lines of Yashily paediatric milk
powder series have been enriched. Yashili Group will introduce imported
infant milk powder with original packaging jointly developed with
renowned milk powder manufacturer in New Zealand, which combines
product formula suitable for Chinese people and premium milk sources
overseas to enhance overall quality of paediatric milk powder.

As market competition for soymilk powder and cereal products is keen,
Yashili Group strives to achieve dual-breakthrough in terms of functions
and favours of its products. In 2012, the Group has gradually introduced
various comprehensive nutritional soymilk powder with focus on vitamins
as well as enriched the favours of its cereal products, thereby fully raising
the positioning of its soymilk powder and cereal products and enriching
its product lines, among which, high-end series Genuine Nuts Cereal was
launched into the market.

Social responsibilities

As a domestic leading 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. For the six months ended 30 June 2012, the Group has
donated cash in “Poverty Alleviation Day in Guangdong”, 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
RMB2.3 million were donated.
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Management's Discwsscon and Analypes (continued)

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 road shows, 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, practises on corporate
governance and other data.

Future prospects

In the future, the paediatric milk powder market still have plenty rooms
for expansion. As reported in press, according to the statistics and
forecast of Euromonitor, the end sales volume of paediatric milk formula
market in China has reached RMB62.1 billion in 2011. The compound
annual growth rate from 2011 to 2016 is anticipated to be 15.6%, and
the market size in 2016 will reach RMB128.4 billion.
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REEBRE

AEERR EREERBEREELT
BRER DREAREEBRENERES
BREASEEHFRARRENER A&
EEERGEYT ERERNFEXHRE
EZRREMSTAEREZLTRIFIE
A e

REEAEXEBER AKERXREAU
www.yashilihk - T & & B KX &£ B 8 % &
B tEXERERLABERNRZHIE
o AEARER -

RERE

EHRIMT S ARRDBELEENK KT
fE o #% 15 B2 %R 48 - Euromonitor €5 5+ A0 78 I
ZE-—FREZBHREFTDH TSR
mHERBEEINARKERIEIL ZF —
—EZT—RF EEERIXEHBED
156% ' —E—RXEMBREFEIARE
1,28418 7T °

BLXREBRERERAT —T——FHRHHRE

17



Wanagement s Discwssion and rnalypis (continued)

IR /& 33 3B A (%)

In 2012, the year of Dragon, birth rate is relatively higher, which in turn
boosts up the demand for paediatric products, including paediatric milk
powder, between 2012 and 2015. In addition, as the growth rate of
average income of rural residents greatly exceeds that of GDP and
average income of urban residents in recent years, we expect that the
growth of paediatric food market in second and third-tier cities would
greatly exceed that in first-tier cities. In our opinion, the popularity of
Yashili Group in second and third-tier cities enables us to maintain
competitive edges against competitors with international brands. In the
future, the Group’s marketing strategy will focus on the followings key
areas:

Brand Building

Building up a strong brand and accumulating brand assets is a long-term
work, which is an essential component of core competitiveness for
manufacturing and sales enterprises like Yashili Group. The Group
continues to invest in brand building and enhances market coverage and
media exposure to rise above major competitors in main and core markets
to ensure its leading position. In the second half of the year and the
following year, the Group will continue to enhance the promotion of its
brand slogan “Genuine New Zealand, Love from Yashili” to further
strengthen brand reputation; increase investment in major provincial,
satellite and local channels; reinforce professional education on giving
birth, raising up and educating children and infants for consumers to
enhance its professional image of brand; edge up the implementation
and involvement in brand activities on and off the internet. In respect of
network investment, games such as “Go Go Milk Powder “and Yashili
magic card will be launched out with integration of elements including
Yashili's “New Zealand origination”, “top Babies in three aspects” and
“genuine grassland”, while organising activities via official micro blog to
enhance its attraction and influence. In addition, the Group will also
launch out network advertisements at the same time to match with the
offline promotion activity, “Experience good milk source with a trip to
New Zealand Season 3".
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Management s Discwssion and rnalypis (continued)

Expansion by brands and business segments

Yashily brand: In respect of milk powder business segment, riding on the
Group's strong distribution capability, Yashili launched out high-end
pricing products in the first half of the year, and has achieved a relatively
high coverage till now. It is anticipated that we will achieve excellent sales
in second and third-tier cities with our strong presence. With the
introduction of such high-end pricing products, we will increase our end-
investment in first and second-tier cities in the second half of the year to
enhance coverage, and it is anticipated that new growth point of results
would be brought along with optimistic prospects. In the second half of
the year, the Group will continue its works and capture opportunities to
re-launch the new milk powder product originally imported from New
Zealand, which will adopt a higher-end nutrition formula including OPO.
With comprehensive efforts put in first, second and third-tier cities, the
Group will actively explore the market and expand the sales share of the
product. In respect of brewed drink business segment, new products will
be added continuously to our cereal series to increase market coverage
and enhance the selling power. In addition, the Group will conduct brand
promotion for Zhengwei cereal. Relevant advertisement creation and
design works are being commenced in an active manner, and it is
anticipated that we will make advertisements in some markets in the
fourth quarter of this year. Our future target is to make Zhengwei the
number one brand in the cereal market and establish its leading market
position.

Scient brand: In the first half of the year, Scient introduced Merla, a high-
end product series, with the concept of innovative and leading product
packaging and formula. As the advantages of the product are in line with
the development trend of the industry, the Group has increasingly put its
spirit of active exploration in the ultra high-end market into full play.
Besides, the Group also worked with Chinese Eugenic Science Association
(P EEAERIE ) and Dong Jie, a television and film star, to commence
a project named “Plans on Improving Nutrition Absorption among Infants
and Children”. Such project was well recognised and supported, and has
significantly enhanced brand image and value, while optimising the
overall product structure. The introduction of Merla will enable Scient to
capture the opportunities brought along with the process for paediatric
milk powder market moving towards the high-end market. In the second
half of the year, the Group will continue to make investment in media to
further enhance its awareness, and actively plan on Scient’s originally
imported product series with a view to enrich product lines while enhance
products’ profitability to offer confidence to consumers for their purchase.
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Wanagement s Discwssion and rnalypis (continued)
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New products for liquid drink: The Group has completed the second
interim test and consumer acceptance survey in the first half of the year,
and the results were satisfactory. Research and development, packaging
and design for relevant products as well as creation and production of
advertisement have been actively commenced. The Group will actively
foster the establishment of production plant and equipment in
Zhengzhou in Henan Province in China using proceeds from its listing in
the second half of the year. Such liquid product is anticipated to be
launched out in the market in the first half of 2013.

Expansion of operation networks and channels

For development of different tiers of cities, the Group will enhance its
efforts in first and second-tier cities while consolidating its presence in
second and third-tier cities. For end sales channels, on the foundation of
consolidating our competitiveness in large, medium and small malls and
supermarkets, the Group will reinforce its efforts in outlets in first and
second-tier cities while placing focus on the establishment of networks in
maternal and child store channels. In respect of products, the Group will
continue to enhance its coverage for middle and high-end products, as
well as strengthen the promotion of Golden Ambery and Merla and
introduce the “Supreme a Golden” high-end product originally imported
from New Zealand with an aim to strongly capture the high-end market
and pull up average product price, which will in turn increase its market
share.

Besides, the Group has already established a specialised team to foster
the establishment of overseas production base or co-operation projects,
using proceeds from its listing, to enhance its integrated competitiveness.

Looking forward, the Group will continue to place focus on enhancing
sales and management level, brand building, research and development,
improving production capability, strengthening its internal management
capability, subliming corporate culture and fostering the overseas
production base project with a view to achieve the operation targets for
2012 in an orderly manner, while paving the way and laying more
foundations for the sustainable development of the Group.
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Financial Review

Turnover

%nagememfh Diseassion and rnalyscs (continued)
EIR R R A MR (%)
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For the six months ended 30 June 2012, the Group’s revenue amounted #HZ_-_Z——F A=+ HI1EXEA &

to RMB1,689.1 million (same period of 2011: RMB1,443.9 million), a
17.0% increase compared to the same period of the preceding year.

Revenue breakdown by brand and product category

EEZKRAZEARKEI16891TEEL(ZE—
—FER: ARK144398 8 T) REF
FIEAIE K 17.0%

EmERERERE D 2BA

Six months ended 30 June

BEXNA=Z1tHLEAEAR Percentage
2012 2011 change
—E-——F —E——% 28t

RMB million RMB million

ARBBERT AR¥BSETR
Yashily paediatric milk formula products 7 4 71| 22 4h 52 fig 77 45 #9 1,144.2 899.0 27.3%
Scient paediatric milk formula products 5 B 28 4) 3 B2 75 75 £ 304.7 307.2 -0.8%
Nutrition products EERm 227.4 223.4 1.8%
Others Hib 12.8 14.3 -10.5%
Total #BET 1,689.1 1,443.9 17.0%

For the six months ended 30 June 2012, sales revenue from our Yashily
paediatric milk formula products amounted to RMB1,144.2 million (same
period in 2011: RMB899.0 million), representing an increase of 27.3%
from the same period last year, which was mainly attributable to the
growth of sales volume boosted by the successful sales strategies. Sales
revenue from our Scient paediatric milk formula amounted to RMB304.7
million (same period in 2011: RMB307.2 million), representing a slight
decline of 0.8% from the same period last year.
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Wanagement's Discussion and Analypes (continued)
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For the six months ended 30 June 2012, sales revenue from our nutrition
products amounted to RMB227.4 million (same period in 2011:
RMB223.4 million), representing an increase of 1.8% from the same
period last year, which was mainly due to the growth in sales revenue
from oatmeal and milk powder for adults driven by the growth in market
demand.
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Revenue by city tiers B &R E 2 2 WA
—  Yashily paediatric milk formula — JELFIE ) 2B 4
Six months ended 30 June
BEANA=ZTHILAEA Percentage
2012 2011 change
—E-CF —T——fF % B) L,
RMB million RMB million
ARBEERT AREHET
First-tier cities"” — R 155.5 132.0 17.8%
Second-tier cities® Rk 530.5 470.0 12.9%
Third-tier cities and others® =@/ m R EM 458.2 297.1 54.2%
Total 48 =t 1,144.2 899.0 27.3%

—  Scient paediatric milk formula

— WREYZETIH

Six months ended 30 June

BEAA=1THLAEA Percentage
2012 2011 change
—E—-—F —F—— et

RMB million RMB million

AREEEBERT AREBHET
First-tier cities"” — R 31.2 36.4 -14.3%
Second-tier cities?® BT 204.0 221.9 -8.1%
Third-tier cities and others® =R R EARD 69.5 48.9 42.1%
Total @Et 304.7 307.2 -0.8%
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Management s Discwssion and rnalypis (continued)

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, lJiujiang,
Mianyang and Foshan.

Includes county-level cities such as Jinjiang, Yunmeng, Bozhou, Kunshan
and Luohe.

The above sales are classified based on the tier of the cities where the
distributors are registered.

Boosted by the successful sales strategies, sales for Yashily paediatric milk
formula grew on all city tiers. In addition, the growth rate in the third-tier
and other market is higher. Yashily brand paediatric milk formula also
achieved higher growth in these regions.

In the first half of 2012, Scient has further expanded its distribution
channel downward. Some of the third-tier and other markets covered by
distributors in first and second-tier cities are operated by local distributors.
Mainly due to the above, the sales in first and second-tier cities for Scient
brand dropped while the sales in third-tier cities and others increased
mainly due to the above reason.

Gross Profit

For the six months ended 30 June 2012, the Group recorded gross profit
of RMB917.0 million (same period in 2011: RMB782.0 million),
representing an increase of 17.3% from the same period last year, and
gross profit margin was 54.3% (same period in 2011: 54.2%). In order to
push the further development of the market, more sales discount has
been granted by the Group, of which the impact on gross profit margin
has been offset by optimization of product structure and the decrease in
the average cost of raw milk powder during the period. Due to the
combined effects, gross profit margin grew slightly compared with the
same period last year.
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Management's Discusscon and Analypes (continued)

I/ iR A M (%)

Selling and Distribution Costs

For the six months ended 30 June 2012, the Group has incurred selling
and distribution expenses of RMB565.8 million (same period in 2011:
RMB517.5 million), representing an increase of 9.3% from the same
period last year, which was mainly due to the increase in salary, social
security fees and promotion expenses. However, sales revenue grew by
17.0% while selling and distribution expenses increased by only 9.3%
and therefore, the ratio of selling and distribution expenses over the
Group revenue decreased to 33.5% (same period in 2011: 35.8%).

Administrative Expenses

For the six months ended 30 June 2012, administrative expenses
amounted to RMB98.3 million (same period in 2011: RMB85.7 million),
representing an increase of 14.7% from the same period last year, which
was mainly due to the increase in salary, social security fees and other
taxes expenses.

Net finance income

For the six months ended 30 June 2012, net finance income amounted to
RMB46.9 million (same period in 2011: net finance income of RMB24.1
million). It was primarily due to the increase in investment income during
the period and fair value gain from the conservative wealth management
products as at 30 June 2012.

Income tax expense

For the six months ended 30 June 2012, the Group has provided income
tax expense of RMB86.0 million (same period in 2011: RMB57.0 million),
and the effective income tax rate was 28.1% (same period in 2011:
27.4%). The increase in income tax expense was mainly due to the surge
in total profit before tax.
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Management's Discussion and Analypes (continued)

Inventory

As at 30 June 2012, the Group’s inventory balance amounted to
RMB668.1 million (31 December 2011: RMB577.7 million), of which, raw
materials increased from RMB303.5 million as at 31 December 2011 to
RMB398.1 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. In addition, the Group adopted a strategic policy to purchase
more raw materials which are of unstable supply. The balance for raw
materials increased accordingly.

Other investment

As at 30 June 2012, other investment was conservative wealth management
products. As at 31 July 2012, wealth management products of RMB
348.9 million were due and redeemed, and average annualised yields
from 2.7% to 6.0% was achieved. As at 31 July 2012, the remaining
outstanding amounts were all short-term wealth management products
with capital preservation nature and mature in one year and anticipated
annualised yields from 2.8% to 7.8%. The yields vary mainly due to
different investment terms of the products.

Trade and bills receivables

As at 30 June 2012, the Group's trade and bills receivables amounted to
RMB22.7 million (31 December 2011: RMB52.3 million), which was
mainly due to the improvement of credit limit control by the Group. In
the first half of 2012, the trade receivable turnover days were 2.4 days (same
period in 2011: 6.5 days).

Human resources and Employees’ remuneration

As at 30 June 2012, the Group had a total of 5,576 (30 June 2011: 5,035)
full time employees. Total employee cost for the period was approximately
RMB150.7 million (same period in 2011: RMB111.7 million). The
increment in employee cost was mainly due to the increase in head count,
average salary and expenses on social insurance.
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Management's Discusscon and Analypes (continued)

B2 R 3 AL (%)

We place high concern on the motivation of staff, and have established
and maintained a performance review system based on staff’s
performance and competence and remuneration incentive system, which
matches employee’s income positively with personal effectiveness,
providing directions in substantial improvement of staff's career
development and capabilities, together with basic salary and basic
incentives such as performance-based bonus, welfare and benefits as well
as long-term incentive of share option schemes, to attract and retain
more outstanding talents.

Upholding the concept that talents are the most invaluable asset of the
Company, the Group formulates middle and long term human resources
planning in accordance with its needs on strategic development in the
future, while fosters the building of its pools of talents and provide elites
with systematic and specific nurturing plans. The Group will also continue
to promote the optimization of its training system with an aim to establish
a strong talent development system in line with its future corporate
development.

The Group will also strive to deepen the establishment of corporate
culture, and fully utilise its functions of soft power via the establishment
of core culture and sharing of value and objectives, matching of strategies
as well as guidance on the establishment of corporate system and human
resources structure. The Group will stimulate the motivity and activeness
of its staff and build up a professional team with passion and pursuit of
excellence, which will in turn enhance the overall operation efficiency of
the enterprise, staff loyalty as well as overall profitability.

Contingent liabilities
As at 30 June 2012, the Group did not have any material contingent
liabilities (31 December 2011: nil).

Capital commitment
As at 30 June 2012, total capital commitment of the Group amounted to
RMB47.5 million (31 December 2011: RMB63.0 million).
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Wanagement's Discusscon and /nalysis (continued)
EIR R iR A MR (%)

Application of net IPO Proceeds BXALAHEBRABREBEFEAR

The net proceeds from IPO were approximately RMB1,965.8 million, after AR INKBEER L E MW ATE X E Y
deduction of related expenses. We have utilised such net proceeds inthe A AR 1,9658BF E L - A AT KB =
manner consistent with that mentioned on the Company’s prospectus Z—Z 4+ H =+ HWBIRERZ[FRKEZ
dated 30 October 2010 under the section headed “Future Plans and Use RIS HRIBRS | — 6B ENHNERE

of Proceeds”. As such, the net proceeds utilised up to 30 June 2012 was LFHIBFHE -HIt  HE_ZE——F A=
as follows: THRERIEFERSHAERAT

Available for Utilised in the six
utilisation asat  months ended Unutilised as at
the end of 2011 30 June 2012 30 June 2012

HE iy

" —E-F —E—C—fF

—E——%FK N~NA=ZTHL ~B=1+H

Item 1E B A& A ~NEAE A KB A
RMB’000 RMB’000 RMB’000

ARETT ARBETT AR®BTR

Expansion of production capacity BARIERENREE T H

for paediatric milk formula and NEBRMIER:

nutritional food products: 433,876 33,040 400,836
Acquisition of integrated dairy W BB 1 = R KRB

companies engaged in the FENGEEAEBATR

production of raw milk and EBINELEEEAH

raw milk powder and EEFRE

establishment of vertically-
integrated production facilities

overseas 490,341 1,097 489,244
Promotional activities in television BRABLRRITEEwE

networks and popular baby WBuk - AR EF BT

nursing forums as well as major Al R B A ED R 25 B2

magazines, newspapers and MEEEE

other printed media 431,681 23,361 408,320
Enhancement on our research e ANEBE /RN

and development capabilities 143,181 1,720 141,461
Development and promotion of HELEEREER R

sales of existing and new products ¥ & & 102,820 102,820 =
Funding of our working capital AEBEZEESR—®K

and general corporate purposes TEAR 157,267 157,267 =
Total &5t 1,759,166 319,305 1,439,861
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Report of the Denectons
EFTRE

The board of directors (the “Directors” or the “Board”) would like to EE&@([EF |/ EE2 )EWRIEEZHAP
present their interim report together with the unaudited condensed HiR%  BEAAFTNREFAT((AEEH])

consolidated financial statements of the Company and its subsidiaries (the #HZE —_Z— A=+ H L@ A K
“Group”) for the six months ended 30 June 2012 (“Interim Financial REEZ RS W KRR ([H B B R
Statements”). x=1) e

Interim Dividends FEIRR 2

The Board does not recommend an interim dividend for the six months EE@@ZFZ TN KEHE_ZT——F A=
ended 30 June 2012 (for the six months ended 30 June 2011: nil), and +HIFAEAMTEHBRE(HE_S——4&
recommends to retain the profit for the period. NAZTHIERER: &) WEZERSEH

A& R o
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Report of the Denectons (continued)

Directors’ and Chief Executives’ Interests and
Short Positions in Shares, Underlying Shares
and Debentures

As at 30 June 2012, 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 (chapter 571 of the Laws of Hong Kong)
("SFO")) which have been notified to the Group and The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”) pursuant to Division 7
and 8 of Part XV of the SFO, including interests and short positions which
the directors and the chief executives of the Company are taken and
deemed to have under such provisions of the SFO, or which are required
to be and are 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 Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) as set out
in Appendix 10 to the Rules Governing the Listing of Securities on the
Stock Exchange (the “Listing Rules”)

(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

EFTNRL (%)

EERFTETHAERKS
@@&ﬁﬂﬁ%%Z%é&

BHE_Z-——_FXA=+tRH FXE5EEF
REBTBABRBEEFSEBHBE ARK
SEREMEBZEE(EREREBEDFS
ERFMHEGRI(ESRBERG]F
XVE D) 2 Befn - RO R ERET %
BERBELSLBEKRIFEXVIETRE
BN A MEAEBEEABMARSAR
A (XA ER AR (BRART
EENTETHRAEBREBEESFMHE KD
MR IR EERR DR & RO
B) HAREREZF MG RG F3521% R
EFENBELMAZEZRAR  IRE
B prag s Em R AN (N Em R R K8+
BN ETmETAEFETESRRZINE
ETR(RESRADAMNS AEE KR
PregfEas KOXBR AT ¢

() EERERREBEREERLA
(MREEER]D (MAEEZERLQ
7)) B R0 KR =

Percentage of
the issued

Number of shares share capital

HEBITRAE
ExEW B HEME KRB E Bk
Zhang Likun Beneficial owner 18 18%
5 | 458 ERERA
Zhang Liming Beneficial owner 18 18%
% 799 B A
Zhang Lidian Beneficial owner 18 18%
5 M £ ERnEBA
Zhang Libo Beneficial owner 18 18%
5K MK EmEA A

BLXREBRERERAT —T——FHRHHRE
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Report of the Dinectorns (continued)
EFRRE (W)

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

(i) EERAEENROREER
2 B fE 58

Percentage of

the issued
Name of director Capacity/nature of interest Number of shares share capital
HERITRE
EEEE B HEEHEg il - g Bok
Zhang Lidian®” Beneficial owner 15,547,248(L) (&) 0.44%
5 A1) 68 ExnEBA
Zhang Yanpeng? Beneficial owner 2,374,489(L) (&) © 0.07%
o JfE 15 @ EmEA A
Notes: B
1. Zhang Lidian, an executive director, owns 6,218,896 Shares and Pre- 1. 17 E 5 ok 7 $M ¥ 56,218,896 % %
IPO Share Options to subscribe for 9,328,352 Shares of the listed MERERARESAERE ARE
company. 9,328,352 LA AR °
2. Zhang Yanpeng, an executive director, owns 949,792 Shares and Pre- 2. WATE FRNENS % F 949,792 AR iR 15
IPO Share Options to subscribe for 1,424,697 Shares of the listed FEXRAHAEESRERE URE
company. 1,424,697 & £ A Al %5 »
3. “L" denotes long position. 3. [RIERE-

Save as disclosed above, as at 30 June 2012, none of the directors or
chief executive of the Company had, or was deemed to have any interests
or short position in the shares, underlying shares or debentures of the
Company and its associated corporations (within the meaning of Part XV
of the SFO), which had been recorded in the register maintained by the
Company pursuant to section 352 of the SFO or which had been notified
to the Company and the Stock Exchange pursuant to the Model Code.

At no time was the Company, its holding company, or any of its
subsidiaries a party to any arrangements to enable the Directors and chief
executive of the Company (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).
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Report of the Denectons (continued)

Substantial shareholders’ interests and short positions
in shares and underlying shares

So far as is known to any director or chief executive of the Company, as
at 30 June 2012, the persons or corporations (other than director or chief
executive of the Company) who had interest or short positions in the
shares and underlying shares of the Company or its associated
corporation(s) which were required to be disclosed to the Company under
the provisions of Division 2 and 3 of Part XV of the SFO, or which were
recorded in the register required to be kept under section 336 of the SFO
were as follows:

EFTNRE (%)

FERRRROKEBEKRADNES
RER
RARAEETRTETBRABMA K=
T-—"FXNA=1TH RARAHEHER
EEHERDRAEROTEAERERES R
HEGRPIEXVEE 2 X370 MH R AR E
TARANBEEHER  AERAREE
F R MEGIIFE3BEREFENECMA
MERRERNALTIER (LIARAE
EHEBITHRAB)DOT

Percentage
of the issued

Name Capacity/nature of interest Number of shares share capital
HEBTRA

=X B EEHE RHEE B

Zhang International®” Beneficial owner 1,826,808,760 (L) () © 51.85%

SRICEIBR® ERERBA

CA Dairy Holdings ( “Carlyle”)? Beneficial owner 853,631,240 (L) (K)© 24.23%

CA Dairy Holdings ([ 81 & |)? ExMAA

Carlyle Asia Partners Il L.P. Interest in a controlled corporation  853,631,240(L) (&)® 24.23%

A E i
Notes:

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.

Save as disclosed above, as at 30 June 2012, the directors of the
Company are not aware of any other person or corporation having an
interest or short position in shares and underlying shares of the Company
or its associated corporation(s) which would require to be recorded in the
register required to be kept by the Company pursuant to Section 336 of
the SFO.

GEX

1. REBABMEANSEL  FAMLE R
FIOR % RAMAEL  BRAKEERS
Eru+(HBAIRERKDES  Eh
REMRERERBRAT  UBEHERAA
DABBRG -

2. S\E HCarlyle Asia Partners Il LP. 2 B A ©

3. [RlERR-

BREXPIEEEN RZTE—ZFXA=
TH ARAEEHRITANBTEMEMAL
sk~ AR AN R Bk EL AR B K B /9 AR {0 Sk AR
RO P EEALTARNRBREESF B
EEPIEBTRFENETCHOERRE

o
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EFERE (W)

Share Options Schemes

Pre-IPO Share Option Scheme

The Company has adopted a share option scheme on 8 October 2010 (the
“Pre-IPO Share Option Scheme"”) for the purpose of giving its
employees an opportunity to have a personal stake in the Company and
helping motivate employees to optimise their performance and efficiency,
and retaining its employees whose contributions are important to the
long term growth and profitability of the Group. Options to subscribe for
an aggregate of 94,975,662 Shares (the “Underlying Shares”) were
granted to 181 participants, including 2 executive directors. These options
represent share options originally granted by our subsidiary, & # =+ 7|
SEARALQT
(Guangdong)”), to the grantees on 1 January 2009 and 1 August 2010

(Guangdong Yashili Group Company Limited) (“Yashili

in respect of the shares 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.

No further options were granted under the Pre-IPO Share Option Scheme
on or after the 1 November 2010, the date of our Shares first commenced
dealings on the Stock Exchange (“Listing Date”). All options granted
under the Pre-IPO Share Option Scheme (the “Pre-IPO Share Options”)
were vested and will vest and may only be exercised in the following
manner:

o one fifth of the options were vested on 1 January 2011, the date
which is two months after the Listing Date (the “First Vesting
Date”);

o one fifth of the options were vested on the first anniversary of the
First Vesting Date;

o one fifth of the options shall vest on the second anniversary of the
First Vesting Date;
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Report of the Denectons (continued)

o one fifth of the options shall vest on the third anniversary of the
First Vesting Date;

o one fifth of the options shall vest on the fourth anniversary of the

First Vesting Date; and

each option granted under the Pre-IPO Share Option Scheme is

exercisable within 15 days from the date on which such option becomes

vested.

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

EFTNRE (%)

s INZ-WMEBRESXREESRERS
ZEBEFHS

s INZ-WMEERESREESRERS
PO EE R &

ERDHBENBRIET B ELNSH
MBEEZSHBESS A ML+ 0 A
PO 1715 -

BN EE 2 HETIRNT

Closing
market price

As at Exercised Lapsed As at Date of grant Exercise price per share for
Name or class 1 January during during 30 June of share of share Exercised
of participants 2012  the period the period 2012 options options options
RMB HK$
SHEELER RZ-ZB-—=F R=ZB-—Z—-F RHERE i8R TER®D
= 5 Al —A—H HRITE HMAk% AKNA=tH H #8 TEE SRETE
AR BT
Directors
=
Zhang Lidian 12,437,800 3,109,448 — 9,328,352 1 January 2009 0.1 1.19
5 ) 88 —EEAF
—H—8
Zhang Yanpeng 1,899,593 474,896 — 1,424,697 1 January 2009 0.1 1.19
5% JfE 15 —EZAE
—H—8
Other staff 41,417,275 10,441,707 913,696 30,061,872 1 January 2009 0.1 1.19
H#ET —EZAE
—H—8
Other staff 15,057,106 — 5,296,691 9,760,415 1 August 2010 1.84 Not applicable
Hih8T —E-ZF i A
NA—H
70,811,774 14,026,051 6,210,387 50,575,336
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EFERE (W)

Share Option Scheme

The Company has adopted the Share Option Scheme on 8 October 2010
for the purpose of motivating eligible persons to optimise their future
contributions to the Group and/or reward them for their past
contributions, attracting and retaining or otherwise maintaining on-going
relationships with such eligible persons who are significant to and/or
whose contributions are or will be beneficial to the performance, growth
or success of the Group.

The maximum number of share which may be issued upon exercise of all
options to be granted under the Share Option Scheme and any other
schemes of the Group shall not in aggregate exceed 10% of the shares in
issue as at the Listing Date, that is, 350,000,000 Shares. No option may
be granted to any participant of the Share Option Scheme such that the
total number of shares issued and to be issued upon exercise of the
options granted and to be granted to that person in any 12-month period
up to the date of the latest grant exceeds 1% of the Company’s issued
share capital from time to time.

An option may be exercised in accordance with the terms of the Share
Option Scheme at any time during a period as determined by the board
and not exceeding 10 years from the date of the grant. There is no
minimum period for which an option must be held before it can be
exercised. Participants of the Share Option Scheme are required to pay
the Company HK$1 upon acceptance of the grant on or before the 28
days after the offer date. The exercise price of the options is determined
by the board in its absolute discretion and shall not be less than
whichever is the highest of:

(@)  the nominal value of a share;

(b)  the closing price of a share as stated in the Stock Exchange’s daily
guotations sheets on the offer date; and

(c) the average closing price of a share as stated in the Stock
Exchange’s daily quotation sheets for the five business days
immediately preceding the offer date.

The Share Option Scheme shall be valid and effective for a period of 10
years from the Listing Date, after which no further options will be granted
or offered.
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Report of the Denectons (continued)
EFENRE (W)

During the six months ended 30 June 2012, movements in the share REEREFS 2T ——_F A=

options granted under the Share Option Scheme are set out below: THEAEARL S BRERZ ] H
T
Cancelled/
As at Exercised lapsed As at
Exercise price 1 January during the during the 30 June
Date of grant per share 2012 period period 2012
HK$
R-B-—Z=F MRS, R-T-=F
RH BB BRITEE —A—8H HMRTE KM NA=T+H
BT
29 August 2011 1.50 48,148,214 — —/6,445,555 41,702,659
—E——F
NA=+h8
The vesting schedule is as follows: SFENEREEMAT
Vesting date Percentage of the share option to vest
SEAH i B 55 B L 4
29 August 2011 25% of the share option
—E-——FN\AZ+NAH BB 25%
29 August 2012 25% of the share option
—E-—F/\AZtAhHRH B R R 25%
29 August 2013 25% of the share option
—E-=%/\AZtAhA IR 25%
29 August 2014 25% of the share option
—E-WMFENAZTNE BB 25%

Subject to the Share Option Scheme, none of the Grantees with share REBRETE BETEBEENERKA
option is a director, chief executive or substantial shareholder of the MAIERAEE TETHRABHETEMR

Company or any associate of any of them. R RFNEEER -
Foreign Currency Risk Hh = B
The Group is exposed to foreign currency risk primarily from bank A% B EISMNE R F 2K B AN EZ

S EH

deposits, other receivable and bank loan, denominated in foreign  SRTTTF K« H b B U FIA RIRTT R R > Bl 2
currency, of the operations to which the transactions relate. The BERBIZZNEERUINEE - 5
currencies giving rise to this risk are primarily Hong Kong dollars and US BRBRZEREIZREBRET -

dollars.
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Repont of the Denectons (coutinued)
EFRRE (W)

Pledge of Assets

As at 30 June 2012, the Group has pledged bank deposits, other
investments and certain property, plant and equipment of approximately
RMB153.7 million in aggregate (31 December 2011: RMB92.5 million).

Capital Structure, Liquidity and Financial Resources

As at 30 June 2012, cash and cash equivalents of the Group were
RMB1,625.5 million (31 December 2011: RMB2,581.6 million),
representing a decrease of 37.0%. The decrease was mainly due to
increment by RMB986.5 million in the balance of the fund utilised in
other investment.

Operating activities

For the six months ended 30 June 2012, our operations provided
RMB218.3 million of cash (same period in 2011: RMB237.1 million). The
strong cash inflow was mainly attributable to the profit achieved in the
six months ended 30 June 2012.

Investing activities

For the six months ended 30 June 2012, net cash used in investing
activities amounted to RMB1,022.3 million, cash outflow for investing
activities were mainly used in the investment of conservative wealth
management products and the acquisition and construction of facilities
and plants.

Financing activities

For the six months ended 30 June 2012, net cash used in financing
activities amounted to RMB150.3 million, primarily reflecting RMB112.2
million of proceeds from loans and borrowings, RMB61.8 million for the
repayment of bank loans and RMB200.1 million for the distribution of
dividends.

36  Yashili International Holdings Ltd Interim Report 2012

EERF

R-ZE——FEXA=Z+H AEEDEH
ZHRITTFEHR EMRERETYWE BE R
BEAHEHDARKEIS37TAEEL(ZT——
F+ZA=+—H:  ARBRSEET) °

EXEE RBEERMBER
R_ZE——FEXAZ+H AEEHEL
LESEEMARARKEI6255BE (=
T——F+ZH=+T—H: AR%¥25816
BEJL) [E370% THHRREEL
EAREEMEENESHRBEMARE
986.5H &L °

KeETEE
HE_Z——FXA=t+BLEXBEAR-
REENEBHERARK2183BE TR S
ZE——FRABP: ARB22I71EET) °
BYMBEEeRATEREHE_ZT—ZF
NAZTALEANEAREHFIE-

REES
BE-_2——FX~A=Z=+tHLEXEAR"
REEHMARSFEAARMK1,02238
BT REIHH AL EITZANBER
BREAEBHEDRSERBEOEE -

Al & E B
HE_Z——F~A=tHALE~EARN"
BETHMARSFEAARKIS0OIES
T EERBERKEBERABHREARKE
1M2ABL MEERTERARKG1.S
BETREREREARE2001HET -



Report of the Denectons (continued)

Loans and borrowings

As at 30 June 2012, our bank loans amounted to RMB81.8 million
(31 December 2011: RMB31.4 million), which are required to be repaid
on demand within a year.

As at 30 June 2012, our total equity amounted to RMB3,826.9 million (31
December 2011: RMB3,804.0 million), and the debt-to-equity ratio (total
bank loans at period end divided by total equity at period end) was 2.14%
(31 December 2011: 0.8%).

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

Corporate Governance

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 practises and procedures
are beneficial to the Group and its shareholders.

Save as disclosed below, the Company has applied the principles and
complied with all code provisions of the Code on Corporate Governance
Practices during the period from 1 January 2012 to 31 March 2012 and
the Corporate Governance Code (“CG Code") during the period from 1
April 2012 to 30 June 2012 as set out in Appendix 14 to the Listing Rules.
In respect of code provision A.2.1 of the CG Code, 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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Report of the Dinectorns (continued)
EFRRE (W)

Board of Directors

For the six months ended 30 June 2012, 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;
the non-executive directors of the Company are Mr. Zhang Chi and Mr.
Chang Herman Hsiu-Guo; 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 Likun, Mr. Chang
Herman Hsiu-Guo, Mr. Zhang Chi and Mr. Yu Shimao have retired by
rotation in the 2012 annual general meeting on 30 May 2012, and were
re-elected in that meeting.

Independent non-executive directors (“INED")

Pursuant to Rule 3.10A of the Listing Rules, INED should represent at least
one-third of the board. Currently the Company’s board comprises 10
members, only 3 of whom are considered to be INEDs. The Board will
consider appointing one more INED in order to comply with the said Rule
by 31 December 2012.
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Report of the Denectons (continued)

Directors’ Attendance Records

For the six months ended 30 June 2012, 4 board meetings were held. The
attendance records of each director at the board meetings are set out
below:

EFTNRL (%)

EFHETH

BE_ZT-——_FRNA=THERNEAR
AEBRETTAREZEEZ -BREEN
EZSCANESTHIATNT

Name of Director Attendance
EEpE HERE
Mr. Zhang Lidian ok 7 #8 5% & 4
Mr. Zhang Likun o 7 38 5 A 4
Mr. Zhang Liming o9& AR 5 A 4
Mr. Zhang Libo oR F R 5 A& 4
Mr. Zhang Yanpeng o M %t & 4
Mr. Chang Herman Hsiu-Guo B S A 4
Mr. Zhang Chi o 5t 5E A 4
Mr. Yu Shimao R L& 4
Mr. Chen Yongquan PR ok SR o A 4
Mr. Samuel King On Wong mRERE 4

Securities Transactions of Directors

The Group has adopted the Model Code as its code and rule for the
practises of the Group's securities transactions by the directors of the
Group. Upon specific enquiries made by the Group, the directors have
confirmed that they have complied with the necessary standards as set
out in the Model Code for the six months ended 30 June 2012.

Purchase, Sale or Redemption of the Group’s
Listed Securities

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 2012.

EENREHZRS

AEECERMFLESTH FRAKEES
ETAKEZBLZRZOITATRI KA -
RASEFELFETEREK EFER ®BF
RBE-_ZT-——_FXXA=+TBLREAR

—n

—EBTRETAME ZAFED -

BE HEBEQAEE LT
B £

HE-_Z2——FA=1+BLA~EA =K
’AT?Z&&HWJ%’AT*EHHE%E - B[
B ARRQ B R E ] LT E

BLXREBRERERAT —T——FHRHHRE

39



Report of the Dinectorns (continued)
EFRRE (W)

Company Secretary

Ms. Ho Siu Pik has been appointed as a joint company secretary of the
Company with effect from 20 June 2012. Mr. Wu Xiaonan remained as
the other joint company secretary of the Company after Ms. Ho's
appointment.

Audit Committee

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 audit committee has reviewed the unaudited financial statements for
the six months ended 30 June 2012 and considered that the results
complied with relevant accounting standards and that the Company has
made appropriate disclosures.

Publication of Interim Report

The interim report of the Company for the six months ended 30 June
2012 containing all the applicable information required by the Listing
Rules will be dispatched to the shareholders of the Company and made
available for review on the websites of the Stock Exchange
(www.hkexnews.hk) and the Company (www.yashili.hk) in due course.

By the order of the Board

Zhang Lidian
Chairman

Hong Kong, 16 August 2012
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For the six months ended 30 June 2012 — unaudited (Expressed in Renminbi)

BE_Z-—FRA=ZTHLERNEAREER) UARKFIE)

Six months ended 30 June

BEAA=tHLAEA

2012 2011
—E-——F —ET——%F
Note RMB’000 RMB’'000
o3 AR® T AREEF T
Turnover —E 2] 4 1,689,114 1,443,866
Cost of sales $HE AR (772,151) (661,819)
Gross profit EF 916,963 782,047
Other revenue NN 18,563 12,487
Other net loss HEtEEFRE (204) (201)
Selling and distribution costs $HE M A SH R A (565,827) (517,498)
Administrative expenses T X (98,270) (85,704)
Other expenses HiEx (12,513) (7,376)
Profit from operations KRR 258,712 183,755
Finance income A 5(a) 47,562 26,611
Finance costs B 75 B 2R 5(a) (690) (2,553)
Net finance income B RS U A F BB 46,872 24,058
Profit before taxation B Bt A% A 5 305,584 207,813
Income tax expense FrE8#iAx 6 (86,039) (56,953)
Profit for the period HA RS 5% A 219,545 150,860
Attributable to: LT ALEDE:
Equity shareholders of the Company KAFIREREE A 218,903 150,132
Non-controlling interests AR E 642 728
Profit for the period B AR A 219,545 150,860
RMB cents RMB cents
AR5 AR5
Earnings per share FRER
Basic H K 7(a) 6.2 4.3
Diluted o 7(b) 6.2 4.2

The notes on pages 47 to 74 form part of this interim financial report.

EATEETARFTE MM G R AP HI A 75 3],

EH &R e

Details of dividends payable to equity shareholders of the Company are B EEN A A RIRES B AR BN FEH
set out in note 18(a). M5 18(a) °
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Consolidated Statement of Compreticnsive 9
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For the six months ended 30 June 2012 — unaudited (Expressed in Renminbi)

BE_Z——FRA=ZTHLEREACREER) (AAREZIE)

Six months ended 30 June

BEAA=tHILAEA

2012 2011
—E——fF —ET——%F
RMB’'000 RMB'000
ARET R ARET T
Profit for the period HA [ 5% A 219,545 150,860
Other comprehensive income for the period 5 i & b 42 & Uk 25
Exchange differences on translation of financial LA | # 42 & 55 4N B 2 7
statements of overseas subsidiaries in B B 75 3R 2% BT E A HO B 3T
foreign currency | (1,831) (3,196)
Total comprehensive income for the period HIR4G& WAL 217,714 147,664
Attributable to: DALk
Equity shareholders of the Company KRB REFAE A 217,072 146,936
Non-controlling interests FE 1% R fE = 642 728
Total comprehensive income for the period HiR 4 & W 25 4 58 217,714 147,664
The notes on pages 47 to 74 form part of this interim financial report. FATEZRTAE PRE BT & = A P HA BE 75 3R

R &R e
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Consalidated Balance Steet
HMEEARA

At 30 June 2012 — unaudited (Expressed in Renminbi)

RZB-ZFRA=ZTHCREER CAAREKIIE)

At 30 June At 31 December
2012 2011
R-ZF-—ZF R_T——%F
AA=+H +ZA=+—H
Note RMB’000 RMB'000
Mt &t AR® TR AREFTT
(audited)
(&)
Non-current assets IRBEE
Property, plant and equipment ME - WE NERE 8 753,686 729,525
Intangible assets mWEE 4,355 5,346
Investment properties wE Y 75,466 76,334
Lease prepayments ENES 9 131,899 133,367
Deferred tax assets FEERIBEEE 73,189 77,048
Prepayment for acquisition of property, WEEW ¥ - ME N EER
plant and equipment TE K 19,616 11,016
Other non-current assets HEMIFERDEE 7,946 6,875
1,066,157 1,039,511
Current assets REBEE
Inventories e 10 668,127 577,731
Trade and bills receivables B S RERF R EREE 11 22,686 52,344
Prepayments and other receivables TEAT 3R K H b B 3R 12 137,832 138,148
Restricted bank deposits TR EISRITIER 13 35,033 72,456
Cash and cash equivalents HENBEESEEY 14 1,625,471 2,581,563
Amounts due from related parties FE Uk 7838 5 7R I8 21 2,063 1,816
Other investments Hpix& 15 1,166,538 180,000
3,657,750 3,604,058
Current liabilities mEAE
Trade and other payables B NEMERNK 16 730,429 720,118
Loans and borrowings ERRER 17 81,833 31,359
Amounts due to related parties JE 1~ B 5 5 K08 21 2,510 1,722
Income tax payables JESET A5 HR 44,531 53,102
859,303 806,301
Net current assets REBEEZRSE 2,798,447 2,797,757
Total assets less current liabilities #ZEERABHER 3,864,604 3,837,268

BLREARZRERAF
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Consolidated Balance Steet (continued)
AHEEAREAR (%)

At 30 June 2012 — unaudited (Expressed in Renminbi)
REZTE—ZFRNA=Z+THCREEZ) UARKEYE)

At 30 June At 31 December
2012 2011
R=F-—=% RZFT——F
ANB=+H +ZA=+—H

Note RMB’000 RMB'000
o3 AR® T AREEF T
(audited)
(&2=%)
Non-current liabilities kRBEE
Deferred income i FE W = 24,648 30,669
Deferred tax liabilities EERIAEFE 13,018 2,600
37,666 33,269
Net assets EEZRE 3,826,938 3,803,999
Capital and reserves EXRKHE
Capital =N 18 302,601 301,463
Reserves e 18 3,522,394 3,501,235
Total equity attributable to equity ZAAQATREZE AL
shareholders of the Company ERBE 3,824,995 3,802,698
Non-controlling interests FERER 1,943 1,301
Total equity A 3,826,938 3,803,999

Approved and authorised for issue by the board of directorson 16 August MR- ZE——F N\A+~ALKEZEESHER

2012. BAETE -
Director Director
EE BEFE
Zhang Lidian Zhang Liming
3R 7 88 3R 7 B8
The notes on pages 47 to 74 form part of this interim financial report. FATEETA4E FTE M KT 3T A 78 Fh HE B 78 3R

HH)— &R
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Consolidated Statement of Clianges in Eguity
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For the six months ended 30 June 2012 — unaudited (Expressed in Renminbi)

BE_Z-—FRA=ZTHLERNEAREER) UARKFIE)

Attril to equity shareholders of the Company
ERRREREARE
Equity-
settled
Capital PRC share-based Other Non-
Share redemption  statutory payment capital  Translation Merger Retained controlling Total
Capital premium reserve reserves reserve reserve reserve reserve earning Total interests equity
R
B4 H EERH Hity
BA  ROEE EBERE iEEE  XOEE  BAEE  EXEE  AHER  REER axt FEHERE ESAE
RMB'000 RMB'000 RMB'000 RMB'000 RMB’000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETL ARBTL ARBTR ARETL ARBTL ARBTR AREBTL ARBTL ARBTR ARETL AREBTL ARETR
Note  (note 18(b))  (note 18(c)  (note 18(b))  (note 18(e))  (note 18(f) (note 18(g))  (note 18(d))
Bt (Watisw)  (Waz18e) (Hitisw)  (Hi18e) (M 18) (Het18g) (Wi 180)
At 1 January 2011 R=B--%-A-H 300,685 1,680,849 — 52,756 7,389 (18,279) (19,482) 1,367,204 359,693 3,730,815 (866) 3,729,949
Changes in equity forthe EHZ=-2--&
six months ended AAZTHLAEA
30 June 2011 HEEED
Dividends approved in respect 3 1F 4 #L # BB 5.
of the previous year 18(a) — — — — — — — — (234,692) (234,692) — (234,692)
Purchase of own shares B e &K 18(b) - - - - - - - - (15,509) (15,509) — (15,509)
Shares issued for exercise RATEERERTRG
of share options 1,596 15,126 — — (7,360) — — — — 9,362 — 9,362
Profit for the period R — — - — - - - — 150,132 150,132 728 150,860

Other comprehensive income B3RS s 5 4 U 35
for the period

Total comprehensive income  EARI & A I

for the period — — — — — — (3,196) — 150,132 146,936 728 147,664
Equity-settled share-based ~ BBEERH XS

payment transactions 19 — — — — 2,655 — — — — 2,655 — 2,655
At 30 June 2011 R-B--%

ANA=tH 302,281 1,695,975 — 52,756 2,684 (18,279) (22,678) 1,367,204 259,624 3,639,567 (138) 3,639,429

At 1 January 2012 W-Z--%-5-8 301,463 1,680,437 818 74,923 10,189 (18,279) (23,149) 1,367,204 409,092 3,802,698 1,301 3,803,999
Changes in equity forthe EHE-Z—--fF

six months ended AAZTHLAEAR

30 June 2012 HERZE
Dividends approved in respect  §i F & L £ FIBE 8

of the previous year 18(a) — — — — — — — — (200,103) (200,103) — (200,103)
Shares issued for exercise RITEBRER RS

of share options 1,138 1,923 — — (1,519) — — — — 1,542 — 1,542
Profit for the period HEEF — — — — — — — — 218,903 218,903 642 219,545
Other comprehensive income £ & fts 45 & U 3

for the period — — — — — — (1,831) — — (1,831) — (1,831)
Total comprehensive income

for the period — — — — — — (1,831) — 218,903 217,072 642 217,114
Equity-settled share-based

payment transactions 19 — — — — 3,786 — — — — 3,786 — 3,786
At 30 June 2012 R-g-ZF

~A=tH 302,601 1,682,360 818 74,923 12,456 (18,279) (24,980) 1,367,204 427,892 3,824,995 1,943 3,826,938

The notes on pages 47 to 74 form part of this interim financial report. FATEETABFRE MM 52 A A 4 2 01 %5 3R
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For the six months ended 30 June 2012 — unaudited (Expressed in Renminbi)

BHE—%T—

ZHERNAZTHREREACREER AAREIE)

Six months ended 30 June

BEAA=tHILEAEA

2012 2011
—E-=-F —T——%F
Note RMB’'000 RMB’'000
ligz3 ARBTR AREBTET
Cash generated from operations REZHRBERE 298,599 281,662
Income tax paid BETTEH (80,333) (44,608)
Net cash generated from REZBHERES TR
operating activities 218,266 237,054
Net cash used in investing activities RETEMARS®E (1,022,250) (12,530)
Net cash used in financing activities BMEEEFARSFEE (150,277) (347,134)
Net decrease in cash and ReRBEESEBYRLPDFE
cash equivalents (954,261) (122,610)
Cash and cash equivalents R—B—BHEER
at 1 January REZEEY 2,581,563 2,759,273
Effect of foreign exchange rate changes E R FE B & (1,831) (1,891)
Cash and cash equivalents at 30 June RAB=ZTHWEER
REeE%EY 14 1,625,471 2,634,772
The notes on pages 47 to 74 form part of this interim financial report. FATEETABFRE M 5 R A & 23 B 75 3R

S —EH o
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1

Wotes to the Unandited Tutenim Financial Reporet
AEELPHMBRENE

Basis of preparation

Yashili International Holdings Ltd (the “Company”) was
incorporated in the Cayman Islands. The interim financial report of
the Company as at and for six months ended 30 June 2012
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 16 August 2012.

The interim financial report has been prepared in accordance with
the same accounting policies adopted in the 2011 annual financial
statements, except for the accounting policy changes that are
expected to be reflected in the 2012 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 2011 annual financial statements.

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 2011 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”).

(Expressed in Renminbi unless otherwise indicated)
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Woteo to the Unawdited Tutenim Financial Report (continued)
AL ELPORBREME (S

(Expressed in Renminbi unless otherwise indicated)

(BEEEAN RUAREIIE)

Basis of preparation (continued)

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 75 and page 76.

The financial information relating to the financial year ended 31
December 2011 that is included in the interim financial report as
being previously reported information does not constitute the
Company's statutory financial statements for that financial year but
is derived from those financial statements. Statutory financial
statements for the year ended 31 December 2011 are available
from the Company's registered office. The auditors have expressed
an unqualified opinion on those financial statements in their report
dated 20 March 2012.

Changes in accounting policies

The IASB has issued a few amendments to IFRSs that are first
effective for the current accounting period of the Group and the
Company. None of the developments are relevant to the Group’s
financial statements and the Group has not applied any new
standard or interpretation that is not yet effective for the current
accounting period.
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Noteo to the Unawdited Tntenim Financial Repont (continued)

Segment reporting

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:

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

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

° 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.

REFRFPMMBRERE (G)

(Expressed in Renminbi unless otherwise indicated)
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Woteo to the Unawdited Tutenim Financial Repont (continued)
AL ELPORBREME (S

(Expressed in Renminbi unless otherwise indicated)

(BREHBEEBEN UARKEIE)
Segment reporting (Continued) 3 7HEH @
For the purpose of assessing segment performance and allocating BENTHSPERIBIARED 2R
resources among segments, the senior executive management team DEER afRITHEEAEERIE
assesses the performance of the operating segments based on a (AT 2HHo I M ast= (BITU AR
measure of “reportable segment profit” i.e. “revenue less cost of KB ARMIEE KL HBARD) KA
sales and selling and distribution costs”. The Group does not HEENHONRE - AEEfFSIEE
allocate other revenue, other net income or loss, net finance MU A~ E Sk BB IR - B IF
income, expenses other than selling and distribution costs to its W ASEEE - fHE MR A LA SN B
segments, as the senior executive management does not use this YOWMESEF  ERESRTHE
information to allocate resources to or evaluate the performance of BEBIT ASEAHLLEERSIELE
the operating segments. Segment assets and liabilities are not DEHMEBERSITHEERIR - AR AE
regularly reported to the Group's senior executive management and ETrerHmeRiTHREEABESR
therefore information of reportable segment assets and liabilities PEHEENLNEGE Bt ZZEHBR
are not presented in these financial statements. RATEZ2HAERFHBEERBE
EoR= i
(a) Information about reportable segments () EREAUTE2HSMBHEFR
For the six months ended 30 June 2012 HE_—_FT——FNHA=+H
1E N MEIA
Yashily Scient
paediatric paediatric
milk formula milk formula Nutrition
products products products Others Total
BRI it B
BHREE ZBHRES
MY Em MY ES EEm Hitr CE
RMB’000 RMB’000 RMB'000 RMB’000 RMB’000
ARBTRT AR®BTR AR¥TR AR¥ TR AR®ETR
Revenue from external K B 9N & P
customers B U A 1,144,153 304,752 227,396 12,813 1,689,114
Inter-segment revenue 53 B & A — — — 63,554 63,554
Reportable segment "] 2 5 24 A
revenue 1,144,153 304,752 227,396 76,367 1,752,668
Reportable segment 7] 2 ] 5 & % 7
profit 341,362 37,158 64,278 1,241 444,039
Segment depreciation 2 ZBHT & I # 8
and amortisation 16,580 10,564 2,598 1,506 31,248
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Wotes to the Unaudited Tnterim Financial Report (continued)
AEFELPHMBREMER (F)

(Expressed in Renminbi unless otherwise indicated)

(BEBEAN  RAREIIE)

Segment reporting (continued) 3 oWEH)
(a) Information about reportable segments ) EBEAERsHFNER
(Continued) (%)
For the six months ended 30 June 2011 E_EFE——FNNA=1TH
1EN 1A
Yashily Scient
paediatric paediatric
milk formula  milk formula Nutrition
products products products Others Total
A g
BHREH BHREH
i) B oo i E m EEm HAth & &t
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

ARBTT AR®TRIT ARETT ARBTRT AR®TT

Revenue from external K 84 SR
customers 7y U A 899,009 307,213 223,361 14,283 1,443,866
Inter-segment revenue 43 3 i I A = — — 58,771 58,771

Reportable segment ] 2 ¥ 75 U A
revenue 899,009 307,213 223,361 73,054 1,502,637

Reportable segment 7] £ %} 9 & i F
profit 222,569 37,456 64,957 1,064 326,046

Segment depreciation 7 #537 & J i
and amortisation 14,061 9,909 3,172 1,449 28,591

BIFAERZERAERAIA —F - —Fhifims
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Notes to the Unandited Tuterim Financial Repont (continued)

REFHFPHMBRENRE (G)

(Expressed in Renminbi unless otherwise indicated)

(BEEEAN RUAREIIE)

3 Segment reporting (continued)

D EB2 R E)

(b) Reconciliations of reportable segment (b) TEFRSHBRAHEEBZREH
revenues and profit or loss ¥ AR
Six months ended 30 June
BEZzA~<A=1+HIEA<MHEA
2012 2011
—E--F —E——%F
RMB’000 RMB’000
AR T AREF T
Revenue WA
Total reportable segment revenue EEE N k- 1,752,668 1,502,637
Elimination of inter-segment revenue X #5 % #B f&] Yg A (63,554) (58,771)
Consolidated revenue XN 1,689,114 1,443,866
Profit or loss B
Reportable segment profit A 2 3,5 26 444,039 326,046
Other revenue and net income H A Ug A K Uk 2575 58 18,359 12,286
Unallocated amounts: Ao &R
Selling and distribution costs 6 T2 4K B B AR (92,903) (61,497)
Administrative expenses TR X (98,270) (85,704)
Net finance income B 75 Ug A 5B 46,872 24,058
Other expenses Hif&Z (12,513) (7,376)
Consolidated profit before Bx BT 18 %5 Al
taxation SRR 305,584 207,813
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Notes to the Unandited Tterim Financial Report (continued)
AEFELFPHEBREMR (%)

(Expressed in Renminbi unless otherwise indicated)

3 Segment reporting (continued)

(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 2011 and 2012. The Group’s senior executive
management periodically review the geographic analysis of
the revenue derived from Yashily and Scient paediatric 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, liujiang, Mianyang and Foshan.
As there is no official classification, such classification is
determined based on our directors’ knowledge and
experience;

o 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.

(BEBEAN  RAREIIE)
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Wateo to the Unawdited Tntenim Financial Repont (continued)

REFHFPHMBRENRE (G)

(Expressed in Renminbi unless otherwise indicated)

(BB EEBRII UARESE)
3 Segment reporting (Continued) 3 7HEH @
(c) Geographical information (Continued) (o) WEER &)
Six months ended 30 June
BEANA=+THLEAEA
2012 2011
—E-—F —E——%F
RMB’000 RMB’000
AR TR AR F T
Yashily paediatric milk formula HEXREBEHRES
products % E @
Revenue derived from KA AT HEE & U A
— First-tier cities — — R 155,475 131,983
— Second-tier cities — ™ 530,490 469,960
— Third-tier cities and others — DR R EHA 458,188 297,066
Total = 1,144,153 899,009
Scient paediatric milk formula HERENREA
products % E @
Revenue from KB AT H @ A UL A
— First-tier cities — — W 31,163 36,424
— Second-tier cities — TRREW 203,975 221,913
— Third-tier cities and others — BB R EAM 69,614 48,876
Total = 304,752 307,213
Turnover 4 EEE

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
surcharge 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.
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Wotes to the Unaudited Tnterim Financial Report (continued)
ALEERLFIABRENE (%)

(Expressed in Renminbi unless otherwise indicated)

(BEBEAN  RAREIIE)

5 Profit before taxation 5 PFERBAER
Profit before taxation is arrived at after (crediting)/charging: BBREMNMIIEGEA) BT &
THIBES:
(a) Finance (income)/costs (a) BA# (WA)/HA

Six months ended 30 June
BZEANA=1+THLAEA

2012 2011
—E--F —E——%F
RMB’000 RMB’000
ARET R AREFT T
Finance income E 2N
Interest income B U A (17,970) (21,666)
Net foreign exchange gain B W U a0 58 (622) (1,659)
Net realised and unrealised gainson ~ Hii& EHWNEBER &
other investments RER W= FHE (28,970) (3,286)
Sub-total INF (47,562) (26,611)
Finance costs B 7% BR AR
Interest expense MERX 649 1,924
Net foreign exchange loss e SRR 41 535
Net unrealised loss on RPEHNNARER
forward contracts B8 %58 = 94
Sub-total NE 690 2,553
Net finance income WA F R (46,872) (24,058)
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Noteo to the Unandited Tutenim Financial Repont (continued)
AL ELPORBREME (S

(Expressed in Renminbi unless otherwise indicated)

(BEEEAN RUAREIIE)

5 BREANHER (2

(b) BT AR

5 Profit before taxation (continued)

(b) Staff costs

Six months ended 30 June

BEAA=tHLEAEA

2012 2011
—E-—F —E——%F
RMB’000 RMB’000
AR TR AR F T
Salaries, wages and other benefits Fe ITENREMER 133,865 102,011
Contributions to defined contribution & R K St 2 5%
retirement schemes 13,069 7,044
Equity-settled share-based IREEE RN X NFAX
payment expenses 3,786 2,655
Total = 150,720 111,710
Staff costs include directors’ and senior management'’s ETRABREESENSREEA
remuneration. ENHE -

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.
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Notes to the Unandited Tutenim Financial Repont (continued)
AEFELFPHEBREMR (%)

(Expressed in Renminbi unless otherwise indicated)

(BEBEAN  RAREIIE)

5 Profit before taxation (continued) 5 BREANHER (2
(c) Other items () HftEH

Six months ended 30 June

BEAA=tHILEAEA

2012 2011
—E-=F —E——%F
RMB’000 RMB'000
AR® T ARBFT
Cost of inventories (i) FERAR>) 876,884 669,004
Depreciation: E -
— Property, plant and equipment (i)  — ¥ % - B = & & &) 35,858 35,467
— Investment properties —REYE 869 699
Amortisation: iy
— Lease prepayments —ENES 1,467 1,468
— Intangible assets —EBREE 992 1,065
— Other non-current assets —HEMIERHEE 1,169 509
Operating lease charges KEHEEBA
— Hire of plant, machinery —HABE  HRRYE
and properties 6,245 6,525
Auditors’ remuneration % BLAD B 2 1,200 1,965
Net loss on disposal of plant and HEMERREHEIR
equipment FEE 204 201
Impairment write-back BB 8 [E]
— on trade receivables — B oYWK (6) (184)
Rentals receivable from investment "EYFERRESHE
properties less direct outgoings (ii) BT H3) (2,380) (2,491)
(i) Cost of inventories includes RMB54,421,000 for the six h HFERABREHZE —_ZT-—
months ended 30 June 2012 relating to staff costs and ZHERNA=ZTHLEREA
depreciation (for the six months ended 30 June 2011: B A R #54,421,0007T °
RMB48,282,500), which amounts are also included in ThPEHEE TR ANITE ﬁ
the respective total amounts disclosed above or in note B(HZE T — —F <
5(b) for each of these types of expenses. =THLEREAR: AR *fw‘éf

48,282,500 T ) * T #% £ &
BN AT ATE B ST FE5(b)
SOAEENSERERS
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Wotes to the Unaudited Tnterim Financial Report (continued)
AEFRPIAM B REM R (%)

(Expressed in Renminbi unless otherwise indicated)

(BEEEAN RUAREIIE)

5 Profit before taxation (continued) 5 KRFBAIER 2
(c) Other items (Continued) () HfiEH &)

(i)  No direct outgoing (excluding depreciation) of iy HE-_Z——F~A=+
investment properties was recorded for the six months HESBEAREHFEERE
ended 30 June 2012 (for the six months ended 30 June MENEESEH(TEIT
2011: RMB nil).

BE)#&E-ZZ——F XA
=THIEXER: AREZE
JT) °

6 Income tax expense 6 FIEBimx

Six months ended 30 June
BEANA=1+THLEAEA

2012 2011

—E-=F —E——%F

RMB’000 RMB’000

AR¥T R AR F T

Current tax — PRC income tax AR E—PEER

Provision for the period HA B B 4 72,019 47,656
Over provision in respect of prior year BEFEBREERE (257) (534)

Deferred tax — PRC income tax BEEBHE—DRAEH 14,277 9,831
Total income tax expense et 458 86,039 56,953
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Wotes to the Unaudited Tnterim Financial Report (continued)
ALEERFHABREME (%)

(Expressed in Renminbi unless otherwise indicated)

7 Earnings per share

(a)

(b)

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 2012 of RMB218,903,000 (six months ended 30 June
2011: RMB150,132,000) and the weighted average of
3,522,946,132 ordinary shares (six months ended 30 June
2011: 3,517,909,152 ordinary shares) in issue during the
interim period.

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 2012 of RMB218,903,000 (six months ended 30 June
2011: RMB150,132,000) and the weighted average number
of ordinary shares (diluted) of 3,557,618,354 shares (six
months ended 30 June 2011: 3,582,231,715 shares) after
adjusting for the effect of deemed issue of shares for nil
consideration under the Company’s share option schemes.

The Company’s three share option schemes were granted on
1 January 2009, 1 August 2010 and 29 August 2011
respectively.

(BEBEAN  RAREIIE)

7 BRER

(a)

(b)

BLREARZRERAF

BREXTER
BREFRBMDBREBEARARR LB
HEARBE-_ZT—-F X
A=+A1NEAEEE T
AR #218903,000T(EHZE - &
——HFRXA=ZFHLEREA: A
R #150,132,0007T ) * WA K & HA
HA 5 B 3% 773,522,946,132 % & i/
REE=ZFE——F - A=1+H
1k /<@ A :3,517,909,152 f% i i@
OB I FHEEE -

BREBEFREF
BRESRANDIBEAAR LR
BEEARBEE-_ZT——FXA
=+ AN EAEMLE =T A
R #218,903,0007 (& - & —
—FRNA=Z+THLENEA: AR
#5150,132,0007T ) + JA & % 8 %
(% 58) hn#E F 19 283,557,618,354
BEBzEz_FTE——F~A=+8
1F 75 & B :3,582,231,7158% ) &
BE(ERARAEREFTEET
R AUNEREBITROBOE
ZEHFE) -

ARBH=ZHEIHRESEH
MR—ZEANF-—HA—H =%
—EENA-ARZE——F)
AZ+hBHEE-
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Noteo to the Unandited Tutenim Financial Repont (continued)
AL ELPORBREME (S

(Expressed in Renminbi unless otherwise indicated)

(BEEEAN RUAREIIE)

8 Property, plant and equipment 8 ME BRERRHE

Machinery Office and
Construction  Plant and and Motor other
in progress  buildings equipment vehicles equipment Total
WOE
EEIRE BERET HEHRRE BeE HaRE CEi
RMB'000 RMB'000 RMB’000 RMB'000 RMB’000 RMB'000
ARETT ARETT ARBETT ARETT ARETT ARETTT
Cost: BA
At 1 January 2012 RZE——F
—F—H 112,635 407,364 360,115 52,560 66,242 998,916
Addition NE 51,098 46 3,784 2,825 3,296 61,049
Transfer from/(to) BRL/(A)
construction T
in progress 1,071 532 (3,293) — (286) (1,976)
Disposal BRE (15) — (942) (233) (381) (1,571)
At 30 June 2012 RZT—=
ANAZ=1H 164,789 407,942 359,664 55,152 68,871 1,056,418
Accumulated Rt &
depreciation:
At 1 January 2012 WZE—Z
—H—H — (66,712) (130,606) (34,558) (37,515) (269,391)
Charge for the period ~ HifS 37 & — (8,898) (18,003) (3,453) (5,504) (35,858)
Transfer to construction 2 # A
in progress EEIR — — 1,926 — 50 1,976
Write back on disposal & & & & [0] — — 330 51 160 541
At 30 June 2012 WZE—ZF
ANAZ=Z1H — (75,610) (146,353) (37,960) (42,809) (302,732)
Net book value: BREEE
At 30 June 2012 RZZE—=
~NAZ=TH 164,789 332,332 213,311 17,192 26,062 753,686
At 31 December 2011 RZZ——4F
+-A=+—8 112,635 340,652 229,509 18,002 28,727 729,525
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9 Lease prepayments

Interest in leasehold land represents prepayment of land use right

premium to the PRC authorities by the Group. The Group is granted

land use rights for a period of 50 years.

Notes to the Unandited Tuterim Financial Repont (continued)

REFRFPMMBRERE (G)

(Expressed in Renminbi unless otherwise indicated)

(BEBEAN  RAREIIE)

9 FENHE=

HEtwESAAEER T REEE
fotiFERErEe AEBER
AEISOF M L b A AE -

Inventories 10 &
At 30 June At 31 December
2012 2011
R-F-——-F RZE——%F
ANB=+H +Z-ZA=+—H
RMB’000 RMB'000
ARET AREEFIT
Raw materials R # 398,142 303,468
Finished goods X 139,429 156,579
Work in progress U 94,906 78,274
Packing materials 2y 28,314 31,172
Low value consumables KES&Em 7.336 8,238
668,127 577,731

During the six months ended 30 June 2012, RMB8,755,000 (for the
six months ended 30 June 2011: RMB7,074,000) 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.

REBEZ2-_FT——F~A=Z+H81AX
@ A AR#875500T(HE —-=
——FRAZFTHLEREAR: AR
7,074,00070) R AN Hi 18 25 1 3R & 7
X B ESMRE G 2R FE

& e

BLXREBRERERAT —T——FHRHHRE



Woteo to the Unawdited Tutenim Financial Report (continued)
AL ELPORBREME (S

(Expressed in Renminbi unless otherwise indicated)

(BEEEAN RUAREIIE)

"M ESZEKNFIREKRERE

11 Trade and bills receivables

At 30 June At 31 December

2012 2011

R-E——F RZE——%F

~NA=Z+H +ZA=+—H

RMB’000 RMB'000

AR®T T AREF T

Bills receivables e E 5 1,987 1,021
Trade receivables =Y & 22,233 52,863
Less: Allowance for doubtful debts o RER B (1,534) (1,540)
22,686 52,344

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:

RESERRME  AEBEIARE
BEREK: mARBHRMISREN T60
ZEOHMETEE : WERILZOF
AAEALEERGEZFAEAEFRITR
SHEBNEHEBEREPERENTTI10290
HREREE WMASEEEX R
En EARINEHEBEFES
FRIEE -

B REAREEER(FOREER)
REMBENREDTAT

At 30 June At 31 December

2012 2011

R-E——F RZE——%F

~NA=+H +Z-A=+—H

RMB’000 RMB’'000

AR® T AREF T

Current JEIpE 20,354 49,456
Less than 3 months past due AEA E31E A 1,994 1,100
More than 3 months BEEEA3EA 338 1,788
22,686 52,344

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.

62 VYashili International Holdings Ltd Interim Report 2012

BB Y B A H R E SRR RES F
BUBFAH ZSFEFPEAKEHSE
FRIFLERE REBEER &
BERRBARIF AR IRER
B REAREEERITEEAEH
BERDBER R AZEKD - K&
B E R S AR A T AR -



12 Prepayments and other receivables

13

14

Notes to the Unandited Tuterim Financial Repont (continued)

REFRFMMBRERE (G)

(Expressed in Renminbi unless otherwise indicated)

(BEBEAN  RAREIIE)

12 A RRHE BB WK

At 30 June At 31 December
2012 2011
R-®—=F R-T——F
ANA=+H +ZA=+—H

RMB’000 RMB'000

AR TR ARBF T

Prepaid advertising expenses FENEERAX 19,904 27,109
Prepayments for purchase of raw materials & B R+ £ 89 78 1 3% 8,923 4,017
Advances to sales offices G EHER S 1,450 2,444
VAT recoverable FIEER 85,767 73,940
Others 21,788 30,638
137,832 138,148

Restricted bank deposits

13 XRFBTERK

At 30 June At 31 December
2012 2011
R=F—=% RZFT——F
~A=+H +Z-A=+—H

RMB’000 RMB’000
ARBF ARET T

Pledged for EEHRARTIEIE:
— issuing letters of credit —HEERE 35,033 28,331
— bank loans —EERITER — 34,719
Frozen deposits = 9,406
35,033 72,456

Cash and cash equivalents

14 REeRBEEEEY

At 30 June At 31 December
2012 2011
R=B-—=% RZFT——F
~NA=+H +Z-A=+—H

RMB’000 RMB’000

ARBF AREEFIT

Cash on hand 726 1,472

Cash at bank 1,624,745 2,580,091
Cash and cash equivalent in the balance EERBEXREREMER

sheet and cash flow statement RS RBELZEEY 1,625,471 2,581,563

BLXREBRERERAT —T——FHRHHRE
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Noteo to the Unandited Tutenim Financial Repont (continued)
AL ELPORBREME (S

(Expressed in Renminbi unless otherwise indicated)

(BEEEAN RUAREIIE)

15 Other investments 15 HihiR&
As at 30 June 2012, the short-term principal guaranteed financial RZE—Z—F<A=+H AEHE
products with a carrying amount of RMB1.167 billion have stated BETEAARE11.67ETHEBHERA
annualised interest rate of 2.7% to 7.8% and mature in 1 year. BoER BHAFNER2T%ET.8%

ZHE - geaER—FRIH-

16 Trade and other payables 16 ESRHEMEMRNRK

At 30 June At 31 December
2012 2011
R=—Z—=f Q-2 —F
ANA=+H +ZA=+—H

RMB’000 RMB'000
ARB TR ARBFT
Trade payables (i) Z 5 A 20) 318,021 287,807
Advances from customers ZEENK 234,943 255,465
Accrued payroll et E & 34,445 43,274
Other taxes payable H At JE T L IR 36,318 29,245
Advances from local government (ii) b, 75 BRORS 15 3R G) 33,521 31,000
Pledged deposits from customers REMEEFRES 30,547 29,625
Other payables and accruals (iii) E ) FE S 30 K FE BT B A (i) 42,634 43,702
730,429 720,118
(i)  The credit period granted by the suppliers ranges from 30 () HEIRENEESHNTFI0BE
days to 90 days. An ageing analysis of trade payables by due WATE -BHENFIRIEH
date is as follows: WHRE D ATA S -

At 30June At 31 December
2012 2011
R-ZB—Z=F RZT——%F
ANAB=+H +ZA=+—H

RMB’000 RMB’'000

AREF T AR F T

Due within 1 month or on demand —BARRIZENK 185,401 81,991
Due after 1 month but within 3 months — @A A% E=@A R 114,618 174,375
Due after 3 months but within 6 months = {& A& {8 <8 A K 7,447 29,756
After 6 months 7~ E A& 10,555 1,685
318,021 287,807
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Notes to the Unandited Tuterim Financial Repont (continued)

16 Trade and other payables (continued)

17

(ii)

(iii)

At 30 June 2012, an advance of RMB30,000,000 was from
the People’s Government of Ying County (at 31 December
2011: 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. (“ILUFAHEEFIZLE AR A R").
There were no fixed repayment terms for the advances as at
30 June 2012.

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

REFRFMMBRERE (G)

(Expressed in Renminbi unless otherwise indicated)

(BEBEAN  RAREIIE)

16 ESFREMENSR @

iy R-T—=—&#X<A=+H"
REAEZEARBIEOARE
30,000,0007C A Z (R = F —
—FE+-_A=Z=+—H8: AR¥
30,000,0007T ) * & [& & & F) &=
5.76% %t B 3 LA 1L 78 i+ A L
EBRRAANEE &R EE
H-RZZE—ZFA=+H"
ZEBIRUEETERSR -

(i) HtENAEREAERIESR
WEFRRBEENREMETFHX
F) JE 51 3K o

Loans and borrowings

The bank loans were repayable as follows:

17 ERRERK

RITERNEETAMT

At 30 June At 31 December

2012 2011

R=ZB—=F R-ZE——%F

~NA=+H +Z-A=+—H

RMB’'000 RMB’'000

AR® T AR T T

Within 1 year or on demand —FARHIFER 81,833 31,359

Details of the loans and borrowings are as follows:

ERREROFBET

At 30 June At 31 December
2012 2011
R-ZB-Z-F R-FT——F
AB=+8 +-A=+-H
RMB’'000 RMB'000
AR® TR ARETF T
Bank loans denominated in BITER
— United States dollar (“US dollar”) — AETTEE — 31,359
— Hong Kong dollar (“HK dollar”) — A ETE 81,833 —

The bank loans carried a weighted average interest rate of 1.49%

per annum as at 30 June 2012 (at 31 December 2011: 3.43%).

R-ZE——FXA=1+H BTER
EMEFHENR149% (BT ——
F+-A=4+—H :343%):it B

BLREARZRERAF

—E-—FhHRE
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Notes to the Unandited Tuterim Financial Repont (continued)

REFHFPHMBRENRE (G)

(Expressed in Renminbi unless otherwise indicated)

(BEEEAN RUAREIIE)

18 Capital, reserves and dividends 18 BAX - #ERRE
(a) Dividends payable to equity shareholders of (a) AHHHBEE#ERIKAS
the Company attributable to the previous NENEXARRERFAE A
financial year, approved and paid during the HWBETHMBRFEFERE
interim period
Six months ended 30 June
BZXA=+tALAXEA
2012 2011
= —T——%
RMB’000 RMB'000
AR®BT AR®ET T
Final dividend in respect of the previous 2 E 1% 2 &1 A HA R 31t & &%
financial year, approved and paid AT B B 1T B B
during the following interim period, HEIR B TR T m
of RMB5.68 cents per ordinary share A R#568% (K% E
(distributed at equivalent value of 1 6.97 1R )
HK$6.97 cents) (six months ended (Hz—_Z——% XA
30 June 2011: RMB7 cents per =+HIEREAR 8K
ordinary share (distributed at LTBRARKTID (&
equivalent value of HK$8 cents)) LEBESNIIRE)) 200,103 234,692
(b) Share capital (b) B A

The Company was incorporated on 3 June 2010 with
authorised capital of 3,800,000 shares at HK$0.10 per share.
As part of the Reorganisation, the authorised capital of the
Company was increased to HK$1,000,000,000 divided into
10,000,000,000 shares of HK$0.10 each.

As at 30 June 2012, 3,522,946,132 shares (31 December
2011: 3,508,920,081) had been issued and were fully paid.
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Wotes to the Unaudited Tnterim Financial Report (continued)
ALEERFHABREME (%)

(Expressed in Renminbi unless otherwise indicated)

(BEBEAN  RAREIIE)

18 BA&X - #EERRE @
(b) B ()

18 Capital, reserves and dividends (continued)

(b) Share capital (Continued)

During the period, pursuant to the Company’s share option
schemes (note 19), options were exercised to subscribe for
14,026,051 (2011: 18,920,081) ordinary shares in the
Company at a consideration of RMB1,542,000 (2011:
RMB9,362,000) of which RMB404,000 (2011: RMB7,766,000)
was credited into the share premium account, and
meanwhile, RMB1,519,000 (2011: RMB7,360,000) has been
transferred from the equity-settled share-based payment
reserve to share premium account. As at 30 June 2012, the
total number of shares which may be issued upon the exercise
of all options outstanding from the Company’s share option
schemes is 92,277,995 (31 December 2011: 118,959,988).

During the six months ended 30 June 2011, the Company
totally repurchased its own ordinary shares of 10,000,000
shares at aggregate price of HK$18,692,000 (equivalent to
RMB15, 509,000), which was charged to retained profits.

The repurchased shares were cancelled in the second half of
2011 and an amount equivalent to the par value of the shares
cancelled of HK$1,000,000 (equivalent to RMB818,000) was
transferred to the capital redemption reserve.

No repurchased shares were held by the Company for the six
months ended 30 June 2012.

RAERR - EREAR R A8 B
T8I (M FE19) T B R4 - 3
R 814,026,051 ( =& — —
F 1 18,920,081) A A A @A
REAAR1,542,0007T) (ZF
——%F: AR ¥9,362,0007T) "
H i AR®4040007T(=F —
— & AR #7,766,0007T) 5% A
I % & - A K #1,519,000 7T
—F——%: AR %7360,000
TIEEREEERO I FEE
EREZERNDEE RZE—_F
NA=TH - HMARQRERER
ERFAEERITENERER
T A TETHORDEE A
92,277,995 (= FE——F+ - A
=+—H : 118,959,988 %) °

RZE——FRNA=ZF+BLA
MR ARREHBEEESN
38 A% 10,000,0000% » #E K A
18,692,000/ L (HHE RN AR
15,509,0007) + W 2 B 1R & &
Bk o

OERNMER T ——F T FE
FHREHE FHERNOEMESE
1,000,0007T (% 1B A R #818,000
TT)EARGEEREEF -

RZE——FRNA=Z+HBIEANE
AARARERES MK -

BLXREBRERERAT —T——FHRHHRE
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Wotes to the Unaudited Tnterim Financial Report (continued)
AEFRPIAM B REM R (%)

(Expressed in Renminbi unless otherwise indicated)

(BB EHEAN

AANREFIE)

18 Capital, reserves and dividends (continued)

(c)

(d)

(e)

(f)

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.

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.

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.

Equity-settled share-based payment reserve
Equity-settled share-based payment reserve represents the fair
value of the actual or estimated number if unexercised share
options granted to employees of the Group in accordance
with the accounting policy adopted for share-based
payments.
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EREHEN—HH KT —F
FLAZH ERELHERD
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18

19

Notes to the Unandited Tuterim Financial Repont (continued)

Capital, reserves and dividends (continued)

(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.

Equity-settled share-based transaction

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 2011.

(i)  The number and weighted average exercise prices of share

REFRFPMMBRERE (G)

(Expressed in Renminbi unless otherwise indicated)

18

19

(BEBEAN  RAREIIE)

B #HERRE 2

() BERE
BEREEREREBINED
B B TS ¥R R T B A WO P B SN EE
EW-ZFBBIOREBEETRRE
e

REEERODXTRS

AEBEERMBRESSE AR TE
EEBRABBEARARARMD ZEF -
BRI ERREHFRER-F
——Ft - A=t—HAUKEBE%H
I FENAHMB®RE -

() BBRENHE RNEFHITEE

options are as follows: [N
At 30 June 2012 At 31 December 2011
R=ZB—Z=F RZZE——%F
AA=+H +ZH=+—H
Weighted Weighted
average average
exercise price Number of exercise price Number of
per share options per share options
B 1R e & N4
FYTHEE BREZHE THITIEE BREHRA
RMB RMB
AR AR
Outstanding at the beginning i ¥ 1% K171
of the period 0.78 118,959,988 0.50 94,601,115
Granted during the period HRE R — — 1.23 48,148,214
Forfeited during the period HIARE XM 1.40 (12,655,942) 0.81  (4,869,260)
Exercised during the period AN BT 0.11 (14,026,051) 0.50 (18,920,081)
Outstanding at the end HAR M R AT(E
of the period 0.80 92,277,995 0.78 118,959,988

BLXREBRERERAT —T——FHRHHRE
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Noteo to the Unandited Tutenim Financial Repont (continued)
AL ELPORBREME (S

(Expressed in Renminbi unless otherwise indicated)

(BB EHEAN

AANREFIE)

19 Equity-settled share-based transaction
(Continued)

(ii)

The 2009 and 2010 Employee Share Options outstanding at
30 June 2012 weighted average remaining expected life 0.7
years (31 December 2011: 1.2 years).

The 2011 Employee Share Options outstanding at 30 June
2012 weighted average remaining expected life 8.3 years (31
December 2011: 8.8 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 2012, equity-settled
share-based payment expenses amounting to RMB3,786,000
(six months ended 30 June 2011: RMB2,655,000) were
recognised in the consolidated income statement.
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(ii)
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Wotes to the Unaudited Tnterim Financial Report (continued)
ALEERLFIABRENE (%)

(Expressed in Renminbi unless otherwise indicated)

(BEBEAN  RAREIIE)

20 Commitments 20 R iE
(a) Capital commitments, outstanding at 30 June 2012 not (@ MRZE——-—FAA=+THHAXE
provided for in the financial statements were as follows: TEYEARYBERETREED
BARAERT

At 30 June At 31 December
2012 2011
R-ZF-—ZF R_T——%F
AA=+H +ZA=+—H

RMB’000 RMB'000

ARE TR ARET T

Contracted for BETA 47,494 63,021
(b) At 30 June 2012, the total future minimum lease payments by RZZE—Z—FA=+H T7
under non-cancellable operating leases in respect of land and BB EMEBE T Lt k%
properties were payable as follows: JERT Y AR R XK ERIAE N

T

At 30 June At 31 December
2012 2011
R-ZB—Z=F MWZT——%F
ANA=+H +ZA=+—H

RMB’000 RMB'000
ARETR AREFIT
Within one year —F R 7,240 12,125
After one year but within five years —FEERAFNRN 613 10,757
After five years HF%& — 3,350
7,853 26,232
The Group leases a number of land and properties under AEBNUKLLEHER AT T
operating leases. The leases run for period from one to three EWE-HERH—Z=%F %
years, certain of the leases are with an option to renew when DHEENHEERE  FTEMAIK
all terms are renegotiated. None of the leases includes FEEMERNEEENE - &
contingent rentals. HEBRREIAES -

BEAERERERAT —T——Fhmps /]



Wotes to the Unaudited Tnterim Financial Report (continued)
AEFRPIAM B REM R (%)

(Expressed in Renminbi unless otherwise indicated)

(BEEEAN RUAREIIE)

21 ERBEERRS

21 Material related party transactions

During the six months ended 30 June 2012, the directors are of the
view that related parties of the Group include the following

individuals/companies.

Name of related party
BELSER

RBE_ZT-——_FX "A=1THILXE
A BEZRRAEENEETBREMA
TAL/RE -

Relationship
B &

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”)

SRFIR A - SRFIE S A - RFIBFLEAE -
RAMMESE - RFKEERRES 2L
(B ARIREKRE]

Shantou Zhang's Investment Co., Ltd.
("Zhang's Investment”)
OLSESREIRERBRAF) ()

WEERKEBREAR AR (REKEFRED)

Haoweijia Food Co., Ltd (“Haoweijia Food")
(BRIFRERBBRAF) ()
EXRGFRERREBRAA ([HRER®D ()

Chaoan County Anbu Yingjia Paper and
Plastic Products Factory (“Yingjia”)
(LR S ER B Rm) ()

M GREREER 2R MM EED)

(i) The official name of the entity is in Chinese. The English translation of

the name is for reference only.
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the Controlling Shareholders

R RR

Under common control of the Controlling Shareholders

45 IR SR B AL (R4
Under common control of the Controlling Shareholders
X AR IR 3R Y F R 2

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

XARA —BEFHREEH
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Wotes to the Unaudited Tnterim Financial Report (continued)
ALEERLFIABRENE (%)

(Expressed in Renminbi unless otherwise indicated)

(BEBEAN  RAREIIE)

21 Material related party transactions (continved) 21 BEXBBEF X J (&)

(a) Recurring transactions (a) BEMERS
Particulars of significant transactions between the Group and AEEE FEEARABRERA
the above related parties during the period are as follows: MBERRXRSHBUOT

Six months ended 30 June

BEAA=tHILEAEA

2012 2011
—F-=F —F——F
RMB’000 RMB'000
ARETR AREFTT
Sale of packing materials to HEBRMB THRERR
Haoweijia Food 857 1,010
Purchase of preserved fruit products B KERERBERRE W
from Haoweijia Food 1,396 2,200
Rent of property and plant from BEREKEKEHEDELEE
the Zhang's Investment 1,515 1,340
Purchase of plastic spoons and BEEEREBHNZRERET
covers from Yingjia 4,774 4,102
The directors of the Company are of the opinion that the KANFESERE LNEBEAR
above related party transactions were conducted on normal SR —EERT TR B
commercial terms in the ordinary course of business. FEIBIE LT o
(b) Balances with related parties (b) EHEIEFWEER
()  Amounts due from related parties () JEYGEFE 1B
At 30June At 31 December
2012 2011
R=%F-—=% RZFT——F
AA=+tHB +Z-HA=+—H
RMB’000 RMB’000
ARBTR ARETT
Trade related B ZEE
— Haoweijia Food —IRER MR 698 1,801
Non-trade related FEZHEE
Other receivables from B LA B E i 8 YK
— Haoweijia Food —IFRERM 25 15
Prepaid rental to NENTHEMNBEER
— Zhang's investment —REKIKE 1,340 —
2,063 1,816

BEXREBRERERAT —T——FF K
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Wotes to the Unaudited Tnterim Financial Report (continued)
AEELPIMBRENLE (F)

(Expressed in Renminbi unless otherwise indicated)

(BEEEAN RUAREIIE)

21 Material related party transactions (continved) 21 BEXBBEF X J (&)

(b) Balances with related parties (Continued) (b) BEEEEESF &R &)
(i) Amounts due to related parties (i) JFE1TEFE R A

At 30June At 31 December
2012 2011
R-ZTB—Z=F R-_T——%F
RA=+H +ZA=+—H

RMB’000 RMB’000
AR T ARBFT
Trade related E S 1EE
— Yingjia —&E 1,999 815
— Haoweijia Food — R ERR 511 878
Non-trade related FESEE
Other payable to B PAT B E th FE 3R
— Zhang's Investment —RIKEE — 29
2,510 1,722
The amounts due from/to related parties as at 30 June R-_E——F,xA=+H
2012 and 31 December 2011 were expected to be Kk—_ZE——F+ A=+
recovered/repaid within one year. All advances to/from — [ EUTENMEE R
related parties are unsecured. mEHeR —FRlk@ (E

B-MAERNTHER H
MENBRNOREYSE
Ao
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Review report to the board of directors of Yashili International
Holdings Ltd
(incorporated in the Cayman Islands with limited liability)

Introduction

We have reviewed the interim financial report set out on pages 41 to 74
which comprises the consolidated balance sheet of Yashili International
Holdings Ltd as of 30 June 2012 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.

Scope of review

We conducted our review in accordance with Hong Kong Standard on
Review Engagements 2410, Review of interim financial information
performed by the independent auditor of the entity, issued by the Hong
Kong Institute of Certified Public Accountants. A review of 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.

Revieor Report
FURE

BELAEREZRERIAAESTEZ
EH®E
(RESHSTMA LA BRI F])

][]

5

BPCERNERNENEEFTAER LA
BRZERERARANP M BEHRS - b+
HUBERERER_T—ZFA=+H
MEHEERBREMEZA L/EAH
BHEHEGDR AHKREKRER  A0E
S E2HRMEBAHRERERNUNLME
HE - RE(EABEARIMERRAES
ERRBD EWRABLANE EWRAP
MEBRENBER A EIEZESRAN
(BBt ERDEI4R RN FRE W
RERBTBAMBHRE EFAEARE
(BB gt ERI)E345 R KL J | 88
BHE -

BMOEERRBERMNENE P BB
BEELER YTREEMETABEN
G ERNE2EEFTIRS - BKRILMA
Sh o BPIREE TR BIEEMA R - B
MIARABEENARNDS  HEAMEMAL
BEIARERZEE

EHEHE

HMERBEEESAMAGRMA(EES
B T RI)E 241055 [ B #8 19 B 52 % 2R AD
BRI EN O ERN | ETERN - M
BREBEHN ITFRERIZRAAEM K ST
EEMABME XE KD MNE RN
B BRENNBEERZB(EEZR
HADETERNBE R/ FTATERE
B I EERT S RBEROM
EEAFH AUTEMIreBRTAEZ
B

BLXREBRERERAT —T——FHRHHRE
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Revien Report (continued)
EHRE (%)

Conclusion

Based on our review, nothing has come to our attention that causes us to
believe that the interim financial report as at 30 June 2012 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

16 August 2012
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