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China Foods Limited (the “Company”) is a subsidiary of COFCO
Corporation (“COFCQO”) and listed on the main board of The Stock
Exchange of Hong Kong Limited (Stock Code: 506). The primary
business of the Company includes beverage, wine, kitchen food
and confectionery. The Company is committed to providing
consumers with nutritious, healthy, delicious and quality food.
Currently the Company’s product portfolio includes a number of
well-known brands, such as “Greatwall” wine,
“1@E&F9” consumer-pack edible oil, “Le conté” chocolate and
“F 1 27 Shaoxing rice wine. As a strategic partner of The Coca-
Cola Company in China, the Company also bottles and distributes

Coca-Cola beverages.
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CORPORATE INFORMATION
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEENWE DM

2011 was the year in which the Company and its subsidiaries
(collectively the “Group”) implemented its work theme of “Advance
through Reform, Teamwork for Win-Win.” During a period of
organisational restructuring and management change, it achieved
solid growth in results performance.

Following the 2011 reorganisation, the Group needed promptly to
integrate its new management team, sales channels and system
resources. Our work theme for 2012 is “Progress through
Cooperation, Join Forces to Excel.”

Starting 1 January 2012, the Group has been operating in
accordance with the new organisational structure adopted following
the reorganisation with nine sales regions across the country,
managed via a central headquarters, each operating an integrated
sales and distribution system across our range of products. Systems
and procedures have been set up based upon the new
organisational structure and are being regularly assessed and
improved.

Review of 2012 Interim Results

We are pleased to announce that we have achieved encouraging
results for the first half of 2012, compared with the same period of
2011:

° Revenue has grown by 15.6% to HK$15,579 million.

° Operating profit* has grown by 24.6% to HK$694 million.

° EBITDA" has increased by 23.8% to HK$1,008 million.

° Bottom Line* has increased by 50.4% to HK$474 million.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENwWR D

° Basic earnings per share has increased by HK5.68 cents to °
HK16.97 cents.

Operating profit of the Group represents the
aggregation of segment results less corporate and
other unallocated expenses.

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

# Bottom Line represents profit attributable to owners
of the parent company.
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Overall, the results for the first half of 2012 have shown satisfactory WEEME @ 201 2FFHAXEHLEF
growth compared with the same period last year, with significant F+FERTRIFEE  BFKFEEHERN

improvement in our profitability. HWE o

° Beverage Products: Solid volume growth was achieved o
despite severe competition in the industry. While having to
incur raw material and logistics cost increases, segment
result increased by 13.1% and the profit margin held steady.

° Kitchen Food Products: Compared to the key competitors, °
our kitchen food products performed well in terms of revenue
growth. In particular, sales of our star product, “Fortune
Corn Qil”, achieved strong results and increased market
share. However, despite price increases, the rising cost of
raw materials and changes in product mix had an adverse
impact on both margins and profit.

° Wine Products: As a result of the continuing improvement °
in our product mix, through a greater emphasis on sales of
the high-end “Greatwall Chateau Sungod” and mid- to high-
end “Greatwall Terroir” product ranges, revenue growth
exceeded that of our major competitors, and delivered
improved margins, with segment results grew by a very
strong 50.2%.

° Confectionery Products: Revenue from confectionery °
products achieved satisfactory growth and this, coupled with
improved margins, substantially reduced the loss for this
segment compared with the same period in 2011.

EHERENE  BETERTY
2 HENBEER - EEMA R
MR AERT - DEEED EFH
13.1% R FERGE ALER -

EEERmmBENE  BARESH
HEEBFHFABMORR 5
PIRAEEMBERMEKRITS
R - BRI E LR
RERGEBEESHBERENBR
NEEEE -

EBEREFE EnEBIEEE
1t BREESHERREETE
HRIkrEmERERAEEER]
RINERNEE  KABRBBES
FHF FIHRERERDIEE
Kig#ER50.2% °

ERBERmmETE - WAE T
MR - MERBRBMRNRE 2
MEEEBBRLAERD

2012 HiHRE HEERERAE 5



MANAGEMENT DISCUSSION AND ANALYSIS
BEEENWE DM

WINNING IN

PRODUCTS
BE R

6 CHINA FOODS LIMITED Interim Report 2012



MANAGEMENT DISCUSSION AND ANALYSIS

BEEEFWE DM

Management’s key tasks and performance analysed using the
“Five-Wins” benchmarking indicators are as follows:

1. WINNING IN PRODUCTS

(1) Analysis of sales revenue for the first half of 2012

Beverage Products: Sales revenue for the first half
of 2012 amounted to approximately HK$6,134
million, an increase of approximately 15.4%
compared with the same period in 2011. Sales
volume reached approximately 342.1 million unit
cases, an increase of approximately 12.6%
compared with the same period in 2011. Steady
growth was achieved in sparkling beverages, while
water products grew more rapidly, leading to a
change in product mix. Our plan is to further drive
sales by introducing new packaging options and new
flavours, and broadening the product range.

Kitchen Food Products: Sales revenue for the period
was HK$7,085 million, an increase of approximately
14.8% compared with the same period in 2011. Sales
volume was approximately 561,000 tonnes, an
increase of approximately 13.8% compared with the
same period in 2011. This reflects improvements in
our sales channel penetration and product
competitiveness, allowing us to continue to increase
overall market share. Our key product “Fortune Corn
Oil” emerged as a strong challenger in the market.

Wine Products: Sales revenue for the period was
HK$1,956 million, an increase of 11.6% compared
with the same period in 2011. This was driven in
large part by the success of the high-end “Greatwall
Chateau Sungod” and mid- to high-end “Greatwall
Terroir” product range. The consequential
improvement in product mix gave rise to higher
average selling prices and an improvement in
margins, which more than compensated for the
consolidation of mid-end wines and table wines.

Confectionery Products: Sales revenue for the period
was approximately HK$308 million, an increase of
approximately 26.6% compared with the same period
in 2011. Sales volume was approximately 3,827
tonnes, an increase of approximately 9.8% compared
with the same period in 2011. Improvements in
product promotion, the implementation of our new
regional sales, and cross product promotion resulted
in increases in both average sales volume and selling
prices.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEENWE DM
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(2)

(3)

Planning and launching of new products

Beverage Products: The new 300ml packaging for
sparkling beverages and juices, the new flavour
“Minute Maid Red Grape Juice”, and the “Minute
Maid Refreshing Juice” for the non-pulp juice market
were introduced to meet the needs of customers for
refreshing beverages.

Kitchen Food Products: Planning for the launch of
high-end Japanese-style sauces and seasoning
products under the “Fortune” brand was undertaken
during the period.

Wine Products: The new “Greatwall Chateau Sungod”
series, including “Chateau Sungod Greatwall, Boao
Premium Series”, “Chateau Sungod Greatwall, Long
Yan Dry White Wine Reserve” and “Chateau Sungod
Greatwall, Gewurztraminer Sweet White Wine
Reserve” were introduced. Three new products were
also added to our mid- to high-end “Greatwall Terroir”
range. “Greatwall Cabernet Sauvignon” series was
also added to the product line of our mid-end wines.

Confectionery Products: New products such as
hazelnut filled chocolates in gift boxes and cans,
hazelnut chocolate crisp bowl series and green apple
flavoured Merveille Jelly Candy were under
development during the period.

Enhancing existing products

Beverage products, took advantage of business
opportunities brought about by the Olympic Games
by launching an environmentally-friendly, light-weight
bottle series. For Kitchen Food products, the brand
image of “Fortune” has been enhanced by unifying
graphics and other distinguishing features under a
single brand family. The endorsement of “China’s
Space Program Partners” has been added to the
design of the label of our blended oils. For Wine
products, within several product ranges brand image
has been enhanced by changes in bottle and label
design. The range of imported wines has also been
rationalised under the “COFCO International
Selection” product range. For Confectionery
products, a new label has been designed for Merveille
Jelly Candy to upgrade the image of the products.

CHINA FOODS LIMITED Interim Report 2012
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEEFWE DM

Developing star products

Beverage Products: An “Under the Cap” (“UTC”")
promotional campaign was launched to increase the
sales volume of key products, including “Coca-Cola”,
“Sprite” and “Minute Maid Pulpy Orange”, and to
promote sales of multi-pack canned products
through the modern trade channel.

Kitchen Food Products: “Fortune Golden Origin Corn
Qil” was the subject of a focused promotion, with
particular emphasis on the use of high-quality raw
materials. The identification of productions with
Olympic Games and the space programme rapidly
expanded sales. Aggregate sales volume for corn oil
reached 49,000 tons, doubling sales volume
compared with the same period in 2011.

Wine Products: Concerted effort have been made to
develop “Greatwall Chateau Sungod” and “Chateau
Junding” into star products under the banner of the
“Greatwall International Chateau Alliance”, and to
reinforce the market coverage of “Greatwall Terroir”
as of a core product line for “Greatwall”. Currently,
preparation is underway to launch a new product
range, endorsed by chief winemaker Mr. Michel
Rolland, which will become the premium high-end
product of “Greatwall International Chateau Alliance.”

Confectionery Products: The product packaging has
been refined for Merveille Jelly Candy, with the
Olympic Games logo added. A new green apple
flavour has also been developed.

Product line consolidation

In order to improve overall profitability, our plan is to
consolidate our brands strategies with a focus on core
products, and rationalise product specifications.
Accordingly, during the period, we phased out more
than 500 individual products in the kitchen food,
wine and confectionery categories. These were
mainly products with negative or zero gross profits,
or contributing low sales revenue.

(4)

(5)
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENwWR D

2.

WINNING IN BRANDS

(1)

Market performance

Beverage Products: According to market research
conducted by ACNielsen at the end of June 2012,
“Coca-Cola” series sparkling beverages and “Minute
Maid” brand juice series have continued to
outperform their respective competitors in our
franchised territories and maintained a comparatively
stable market share compared with the same period
in 2011, and retained their No. 1 ranking.

Kitchen Food Products: According to market
research conducted by ACNielsen at the end of June
2012, “Fortune” brand consumer-pack edible oil had
secured a No. 2 position and continued to narrow
the gap with the No. 1 brand, while the market share
of the No. 1 brand fell by 2.5 percentage points. The
market share of the “Fortune Corn Qil” in terms of
sales value increased by 11 percentage points
compared with the same period last year, only a few
percentage points behind the No. 1 brand, thus
securing its position as a strong challenger in the
market.

Wine Products: Market research conducted by
ACNielsen at the end of June 2012 showed that the
market share of “Greatwall” brand in terms of sales
value had remained stable compared with the same
period last year. As the No. 1 brand, it still maintained
a 6.7 percentage points lead over major competing
brands.

Confectionery Products: Major competing brands
have continued to increase their investment in the
confectionery product category. According to the
market research conducted by ACNielsen at the end
of June 2012, the market share of the “Le conté”
brand in terms of sales value had declined, while
the brand still ranked the third in market share.
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWRE DM
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(2)

Implementation of brand strategy

Beverage Products: During the Spring Festival, we
successfully carried out a promotional sales strategy
that encompassed all beverage categories, with
sparkling beverages and juice leading the way. The
new 300ml packaging for both sparkling beverages
and juice was introduced as part of the promotion,
and along with the UTC promotion. This initiations
were successful in driving the sales volume growth
of key products. During the period, we launched our
Olympic publicity campaign by holding two hundred
roadshows to promote our brands.

Kitchen Food Products: During the period, “Fortune”
brand edible oil passed the stringent safety tests
required by authorities in China, and became a
partner of China’s Space Program for a term of ten
years. This attests to the reliability of the quality of
our products. Furthermore, we leveraged off the
national representation of our parent company
COFCO, which has entered an eight-year partnership
agreement with the Chinese Olympic Committee and
the Chinese Sports Delegation after a rigorous
selection process conducted by the Chinese Olympic
Committee. This allows certain brand products,
including our “Fortune” brand edible oil to provide
support to the Chinese Sports Delegation during
international sporting events. We have devised an
overall marketing strategy for “Fortune” brand
products based on a Community Scholarship Fund,
“Fortune” brand blended oil based on the space
programme, and the “Fortune” brand corn oil based
on sports events respectively. During the period, we
effectively carried out the first across-the-board
promotional activity encompassing all product
categories with the focus on the overall “Fortune”
brand during the Spring Festival. Interaction with
consumers has been enhanced through many
activities, such as the “Interactive Fortune DHA Algal
Qil Grain Blended Oil Mom and Baby Happy Family
Photo Contest” held through the internet and Weibo,
the promotional activity with the theme of Rapeseed
Qil “The Home Flavour Brings You to the Scene of
Rapeseed Flowers”, and the promotional group
shopping of Olive Oil for the Spring Festival.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEEFWE DM

Wine Products: We continued to establish and enrich
our domestic and foreign wine product lines, forming
the “Greatwall International Chateau Alliance”, in
order to satisfy consumers’ need for high-end
chateau wine products, thus helping to drive multi-
brand growth and enhance the international image
of the overall “Greatwall” brand. “Greatwall” has been
enhanced as an international high-end brand by
sponsoring the Boao Forum, the “Greatwall Chateau
Sungod” range being served at the National People’s
Congress and the Chinese People’s Political
Consultative Conference, Michel Rolland’s China
Tour, “Chateau Junding” being served at the opening
ceremony of Hua Yue Beijing Club, as well as the
“Greatwall Terroir” series being served at the
Greatwall Terroir Art Journey 2012 Beijing, Shanghai
and Suzhou, and above-the-line and below-the-line
interaction with consumers in the official website and
Weibo of “Greatwall Terroir”.

Confectionery Products: We continued to implement
our dual-brand strategy: “Le conté” and “Merveille”.
Each brand’s strategic focus allows it to be profit-
oriented, rational, competitive and innovative. We
became closer to our target market and have
developed a distinct brand which has help to
distinguish ourselves from our competitors. We have
also benefited from sales activities by leveraging on
important holiday themes to promote sales and brand
communication, including “Send your blessing with
Le conté” for the Spring Festival, “Pure Love, Pure
Le conté” for Valentine’s Day and “As Pure and
Special as a Woman, Le conté” for International
Women'’s Day.

Media communication

Beverage Products: We integrated our advertising
resources and achieved a unified publicity campaign
through television, internet and outdoor advertising,
focusing on core brands such as sparking beverages
and “Minute Maid” juice.

(3)
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Kitchen Food Products: With the help of the Spring
Festival peak sales season, we launched a
coordinated TV and outdoor media advertising
campaign with the theme of “Bring Fortune Home.”
We also took advantage of the successful launch of
Shenzhou-9 spacecraft to kick off marketing with a
theme of promoting the aerospace quality of the
“Fortune” edible oil through television, outdoor and
network media advertising. The marketing of edible
oil leveraged “Golden Origin” and “Olympic” as the
core communication theme in order to complete our
visual publicity promotion.

Wine Products: We continued to advertise through
national media which commanded strong national
and industry influence and has high credibility.
Media, such as CCTV, airlines, news and business
magazines were used to heighten the image of
“Greatwall” as a quality, high-end brand. Advertising
for the mid- to high-end products — “Greatwall
Terroir” — took advantage of new media and
interactive marketing applications such as Weibo and
LED displays on buildings. During the National
People’s Congress of the PRC and the Chinese
People’s Political Consultative Conference in March
and the Boao Forum in April, we invested in higher
frequency advertising with the aim of enhancing the
influence of the brand. We leveraged key political
and economic events to establish the image that
“Where there are grand national events, there is
Greatwall for celebration.”

Confectionery Products: During the Spring Festival
and Valentine’s Day, we maximised exposure via in-
store LED display advertising in eight key cities.
During Valentine’s Day period, we also launched
network marketing activities of “Sweet words for her,
sweet words for him” through Sina Weibo.
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WINNING IN NETWORK

We have formulated an overall Route-To-Market (“RTM”)
plan under a sustainable RTM strategy. Under this RTM plan,
we have continuously improved the distribution network by
converting individual single product type distributors into
multiple product type distributors, and individual single
product type multi-channel distributors into channel focused
multiple product type distributors.

Regarding distribution management, we have streamlined
and improved the distribution management system, policies
and procedures. In addition, we will regularly and monitor
distributors who have installed Distribution Management
System (“DMS”) to ensure the accuracy and timeliness in
data transmission, in order to achieve our common objective
of data sharing to help create a win-win business situation.

During the period, we completed printing, distribution and
training on each sales channel’s “picture of success”. We
initiated business planning and review of modern channels.
We continued to promote our “Frontend Store + Backend
Kitchen” business model for the on-trade (food and
beverage) channel, and continued to establish model outlets
to provide one-stop solutions in supplying high-quality
foodstuffs to socially responsible restaurant operators. We
signed a strategic cooperation framework agreement with
Shanghai Xiaonanguo Restaurants Co., Ltd, an operator of
franchised chain restaurants. We completed planning for a
group purchase channel and improved a unified group
purchase service platform. Sales through group purchase
channels increased during the period. In order to build our
capability in the imported wine channel, focus will be placed
on the e-commerce sales, group purchase sales and the
international hotel sales. These three channels are to be
developed and expanded for imported wine products.
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Through our spring sales campaigns, we achieved greater
large-scale market coverage and improved in-store
execution. In addition, sales volume growth was supported
during the Spring Festival through a series of themed
promotional activities involving joint sales promotion for
multiple product categories. Overall implementation of such
activities met our expectations. We created a unique
approach to promoting all products, across-the-board, under
the “COFCO Island” concept characterised by “combined
showcasing at point of sales + free tasting + free gifts with
purchase.” In future, more emphasis will be placed on the
“COFCO Island” concept to enhance further the
effectiveness of cross product category sales promotion.

Since the integration of our sales network, a number of
international and domestic companies have indicated their
intention to cooperate with us in order to leverage our sales
network. They regard us as their preferred potential partner
in entering the China market. Such cooperation could help
further develop our own brand, and thus enhance our brand
value.

Regarding beverage products, we have continued to expand
our market coverage and point of sales penetration by
implementing an effective RTM portfolio strategy and
focusing on the on-trade channel, which will enable us to
gradually convert certain wholesale points of sales into
controlled outlets. Meanwhile, we enhanced the
management of our business partners through the
improvement of our systems.
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4.

WINNING IN SYSTEMS

(1)

Supply Chain System

Our goal is to provide safe, nutritious and healthy
food products to our customers through systematic
and stringent management and control over the
quality and safety of our products and production
processes.

To improve quality and safety, we have implemented
daily control in our major plants on a batch-by-batch
basis, which enables products to be tracked and
traced. Meanwhile, sample checks conducted on
products from each batch have yielded good results.
Furthermore, to ensure food safety, we have carried
out on-site assessments of all our existing original
equipment manufacturers (“OEM”), in order to
assess which supplier will continue to be retained
by the Group. As part of our effort to promote quality,
environmental protection and occupational safety, we
will continue to conduct regular inspections of our
own plants, OEM plants and major raw material
suppliers, and ensure new OEM suppliers meet our
standards. The frequency in which we conduct
sample checks during production will also be
increased.

In terms of improvement in production efficiency and
energy saving, our per capita production efficiency
has shown improvement during the period, while
energy consumption in our plants has declined and
the utilisation rate of raw materials has improved.

In the areas of production capacity planning and
long-term development, we have completed safety
risk assessment for all projects-in-progress during
the period, including the bottling plant in
Shijiazhuang, the expansion of Chateau Sungod and
the wine production base in Ningxia. We are also
preparing for the construction of a wine production
base in Xinjiang.
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(2)

Organisation and Talent Management System

With respect to talent planning, we have continued
to optimise the system of our personnel management.
In order to improve the professionalism and capability
of our market research, the Company has established
market research departments for each segment by
product type during the period, and has recruited
well-experienced professionals.

We have progressed with the integration of our
management team in line with our plans following
our organisational restructuring, and established a
sharing platform for best practice and creative
thinking. Staff integration is also underway. During
the period, the Company has maintained a stable
workforce with a lower turnover rate compared with
the same period last year.

With regard to our talent training and capability
enhancement, we have set up the China Foods
Business School with the aim of developing
professional skills in the fast moving consumer goods
business. Programmes have been initiated to provide
training in work flow, leadership development, sales
and marketing supervision, quality and safety
management in order to meet the needs for the future
development of the Group.

We continued to improve our performance
assessment system by enhancing our electronic
performance assessment information system and
establishing a standardised approach to performance
assessment.

We have completed the assessment of the
performance of over 5,000 staff from both our
headquarters and various major sales regions and
have formulated and implemented the annual
incentive programme, which includes the existing
“Above-Target Profit Sharing Program for Sales
Regions”, the “Innovation Incentive Scheme for the
Research and Development Team”, the “Annual
Awards” and “Assessment and Annual Bonus
Scheme” intended for teams as well as individuals.
As a result, an improvement in overall labour
efficiency has been achieved during the period as
compared with the same period last year.
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Information systems

The Company’s Project 1506 was launched as
scheduled at the beginning of the year to coordinate
the new organisation structure, the change of
business requirements and the necessary
adjustments in approval processes. Project 1506 was
nominated as a best case study by the IBM Institute
for Business Value. During the period, we further
strengthened the management of distributors and
promoters. Currently, we have completed the
installation of the DMS for some 500 non-beverage
key distributors across the country. Over time we will
be able to obtain comprehensive real-time inventory
data at the distributor level and downstream points
of sales, as well as information on retail prices, thus
enabling us to monitor the value chain of distributors
and retail prices at points of sales. We will also be
able to strengthen the management of stock levels
within the distribution system. Furthermore, we will
introduce the Mobile Customer Management System
(“MCM") to enhance the performance of frontline
promoters through standardised procedures and
information feedback. The promoters’ MCM is
expected to be introduced to the key cities within
the nine sales regions during the second half of the
year.

Internal control system

During the period, we have continued to refine the
“China Foods Chart of Authority” and conducted
audits to improve cost management in relation to
sales and marketing costs. In addition to regular
internal auditing assignments, we have started to
perform monthly audits and internal control audits
in the nine sales regions, and strengthened the full
tracking of engineering and construction projects.
To facilitate standardisation, computerisation and
specification of auditing, we have completed the
implementation of the “Teammate” online auditing
management system.

For contract management, we continued to execute
overall management of contracts relating to the
headquarters, all major sales regions and factories,
and completed the development and function testing
of the contract management information system. With
a view to protecting the value of our brands and our
intellectual property rights, and to guarding against
infringement of our rights, and counterfeiting of our
products, we will combine the effort of internal
specialised personnel and external counsel.

(3)

(4)
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WINNING IN PROFITS

With respect to beverage products, there was a rapid
increase in the share of water products within the product
range during the period. In addition, there were certain
delayed effects as a result of rising raw material costs in
2011. This, in combination with the rising fuel price and
distribution costs due to higher contribution from sales in
remote regions, which place pressure on our trading margin.
Notwithstanding these cost pressures, the segment’s results
of approximately HK$311 million, showed an increase of
13.1% compared with the same period in 2011. With the
aim of improving the operating profit margin, we will continue
to adjust the product mix, optimise product category
management, introduce products with new packaging and
new flavours as planned, and diversify product range, while
applying a flexible procurement strategy, and strengthening
cost control and budget management.

With respect to kitchen food products, the volume growth
rate was high during the period. However, due to increases
in the costs of a number of raw materials, including
soybeans, corn, peanuts and rapeseed oil, and the
adjustment in the product mix, overall gross margin declined
compared with the same period in 2011, even though retail
prices have increased. Nevertheless, we managed to
alleviate the pressure from rising raw material costs through
savings in distribution costs and administrative expenses.
The segment’s results stood at approximately HK$46 million,
a decrease of 37.8% compared with the same period in
2011.

With respect to wine products, despite the on-going
streamlining of medium- to low-end product lines, we were
able to obtain revenue growth and margin improvement
through the good performance of the high-end “Greatwall
Chateau Sungod” and the medium- to high-end “Greatwall
Terroir” ranges. This, combined with effective control of
distribution costs and administrative expenses under the
new organisational structure, led to a segment result of
approximately HK$450 million, a very creditable increase
of 50.2% compared with the same period in 2011.

With respect to confectionery products, improvements in
products and more effective marketing led to a rise in sales
volume, which together with an optimised product mix and
an improved purchasing strategy, brought about growth in
gross margin, while the distribution costs ratio declined,
compared with the same period last year. This segment
recorded a loss of approximately HK$13 million, a significant
decrease of 68.9% compared with the same period in 2011.
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EEENwWR D

WA A B

B RETmE - NP - KE
fn b LB T BR AE X EE dn AE 1B
B MAEFRMERARLREHE
MAOBREE - GEARNHER
ERAUAREERERINEELE T
ER D AR LR - BRI R R
BADEEELNR3IEET - F
L EFHERLZ1% - HPISHER
BEMGH BtmBEEE - B8
RBELEFEEER  FOKE
m BEREMRIEN L REFXK
BEIEMREBRAE - MR ARE
REEERENL  BERNER
EREE -

B ERMmmBTE - 1P LR
ERFBERKER BREZ TR
RS R AR O Bk R EE
mAEREE - AERBERE  BR
EFEDAR LR - BMERMD
RSRB D A RATH X HERAY -
HER BB D R BA LRE S - 5
EBEAELRA,6008BTT - R EF
BWA37.8% o

R AR AP RIS ERGRERER
2 BRMBESmER RS
FBHA] &= inE A [ REKE
BRI RV RITFRE - HEWAL
ERFBREENE  ERFAEHK
ERBTAERZES D #EAARITHE
it DESEEN BLSOEST [
b A FRIEIEKR50.2% °

KERmMBETE - SRV ESE
miGdE  EARMEHTEIHER
BIER  EREMGEBELCNER
REENE - EmEMNERLLES -
READHKARRFLL TR - 2 E8%
BEEXRL3008ETT  RLLEF
K &R E568.9% °

2012 HiRE HEEMBERAT 23



MANAGEMENT DISCUSSION AND ANALYSIS

BEEENWE DM

In order to support the new organisational structure, we have
established a financial information platform to provide multi-
dimensional, in-depth and detailed operational analysis, and
to improve further the effectiveness of budget management
and cost control. With respect to financing, we continued to
allocate internal funds through a centralised treasury
function, and financed business operations by taking
advantage of lower financing costs overseas, and continued
to promote supply chain financing for distributors. In terms
of tax planning, our effective income tax rate has declined
considerably to 22.1% (effective income tax rate for the same
period in 2011 was 32.6%), as a result of the changed
organisational structure which made it possible to utilise
management fees of the headquarters as tax credit and take
advantage of the Group’s prior tax losses.

PREPARATION FOR FUTURE EXTERNAL
EXPANSION

During the period, with the aim of importing good quality wines at
competitive price into China, we continued to carry out our plan of
securing high-quality wine resources overseas following completion
of the acquisitions of the San Andrea Winery in Chile and Chateau
de Viaud in Bordeaux, France. We are in the process of researching
and selecting potential acquisition targets in Australia, Europe and
the United States, to be followed by on-site visits.

We will also continue to seek opportunities to drive additional growth
through the expansion of other product categories, where
appropriate through acquisitions that meet the Company’s selection
criteria. Priority will be given to categories such as Chinese liquors
and seasonings. Through internal research and development, we
are developing a range of seasoning products, including soy sauce,
vinegar and MSG, under the “Fortune” brand. We aim to launch
these products during the year.

Conclusion

These interim results have been delivered under circumstances in
which domestic economic growth rate has declined, credit has been
tightly controlled, and fierce competition in all product categories.
At the same time, the Company has had to adapt to its new operating
model. We are confident that China’s change in emphasis of its
economic policy from investment-led growth to consumption led-
growth, will deliver an improved standard of living and continuing
strong demand for our products, thus providing favourable
conditions for long-term sustainable growth of our Group.
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FINANCIAL REVIEW

Supplemental information to segment results of the Group for the
six months ended 30 June 2012 with comparative figures, are set
out below:

Growth of revenue by segment: BoEEI D WA K

— Beverage — K
— Wine - B %
— Kitchen Food -BHERM®
— Confectionery - KEE®
— Others - H

Segment results to revenue ratio: D EPEAS YU AL R ¢

— Beverage - R

- Wine - B

— Kitchen Food -BHERM®

— Confectionery -KERm

— Others - H At
Effective tax rate (Note) BB E (M)

Note:

The calculation of effective tax rate of the Group is based on tax divided by
adjusted profit before tax after excluding the contributions by share of profits
and losses of associates.

REVENUE

The Group’s total revenue for the interim period grew by
approximately 15.6% over the comparatives last year. The revenue
growth contributors are Beverage segment and Kitchen Food
segment, with aggregated contribution of 85% of the Group’s total
revenue and with growth rates at 15.4% and 14.8% respectively.

The revenue growth rate of Wine segment is double-digit, higher
than the revenue growth rate of benchmarking during the interim
period.

Bt %5 [ 8

REEEZE2012F6A30B 1EREADE
EENFAEERLBRBFHINWT

For the six months ended 30 June
BZ6H30HLEEA

2012 2011
2012%F 20114
% %

15.4 34.4
11.6 20.4
14.8 116.3
26.6 33.2
N/ATE A N/AZ 35
5.1 5.2
23.0 17.1
0.7 1.2
-4.2 -17.1
0.1 N/AZN3E
22.1 326
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The strong revenue growth of Confectionery segment reflects that
with the improving packaging design of products, the
implementation of centralized sales of different products in sales
regions, cross products sales promotion and sales synergy have
driven up the average unit price as well as the sales volume of
confectionery products.

Revenue of Others segment is related to the cross products sales
and distribution of certain consumer food and beverage products
after the implementation of centralized sales of different products
in sales regions.

GROSS PROFIT MARGIN

Overall gross profit margin dropped from 23.6% to 22.2% due to
lower gross profit margin of Kitchen Food segment during the interim
period as Kitchen Food accounts for 45.5% of the Group’s total
revenue.

For Kitchen Food segment, due to continued increases in raw
material costs of soybean, corn, peanut and rapeseed oil and
adjustment in the product mix, gross margin declined even though
the average selling price have increased partially during the interim
period.

For Beverage segment, there has been a rapid increase in the share
of water products in the product mix during the interim period,
leading to a change in the product portfolio. In addition, there have
been certain brought forward effects caused by the rising costs of
raw materials in last year.

For Wine segment, continuous improvement in product mix was
noted during the interim period through continuously driving up
sales of the high-end Greatwall Chateau Sungod and the medium-
to high-end Greatwall Terroir series.

For Confectionery segment, gross profit margin improved due to
an optimised product mix and an improved purchasing strategy.

For a small-scale Others segment, gross profit margin contribution
is still insignificant to the Group.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEEFWE DM

SELLING AND DISTRIBUTION COSTS/
ADMINISTRATIVE EXPENSES

With the benefit of operating leverage in business scales of
respective segments, various synergies in expense savings after
the implementation of centralized sales of different products in sales
regions and tightened expense control, aggregate selling and
distribution costs grew by 5.2% while aggregate administrative
expenses was steady. Selling and distribution costs to revenue ratio
dropped significantly by 1.6 percentage points to 15.3% while
administrative expenses to revenue ratio dropped 0.4 percentage
points to 2.6%.

FINANCE COSTS

Overall finance costs dropped by 39.2% which was mainly due to
continuing enhancement of the centralized capital management
by allocating funds from centralized treasury function and by the
utilisation of overseas financing platform with relatively lower
financing costs.

SHARE OF PROFITS AND LOSSES OF
ASSOCIATES

Share of profits and losses of associates dropped by 41.7% mainly
due to cost pressure from price increases in key raw materials and
packaging materials of the associates.

INCOME TAX EXPENSE

Effective income tax rate decreased to 22.1% during the interim
period, down considerably by 10.5 percentage points. As a result
of organisational structure which made it possible to take advantage
in the effective utilization of the Group’s deductible headquarters
expenses and certain subsidiaries’ tax losses by allocation to profit
centres under a progressive improvement of group tax planning
arrangement.

LIQUIDITY AND FINANCIAL RESOURCES

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

BEEENWE DM

As at 30 June 2012, the Group’s unpledged cash and cash
equivalents totalled approximately HK$1,672 million (31 December
2011: approximately HK$1,790 million), and the Group’s net current
assets were approximately HK$2,724 million (31 December 2011:
approximately HK$1,830 million).

During the interim period, although the EBITDA amounted to
approximately HK$1,008 million or up by 23.8% (six months ended
30 June 2011: approximately HK$814 million), mainly due to the
one-off demand for working capital based upon the new
organisational structure made up of “a headquarters managing nine
regional sales and operational centres” and the execution of
procurement strategy of raw material, the net cash outflow used in
operating activities was approximately HK$1,017 million (six months
ended 30 June 2011: operating cash inflow of approximately
HK$1,122 million).

Having considered the normalized cash flow from operating
activities, unpledged cash and bank deposits and current bank
and other borrowings and banking facilities available to the Group,
the management believes that the Group’s financial resources are
sufficient to fund its debt payments, day-to-day operations, capital
expenditures and prospective business development projects.

Held-to-maturity investments represented corporate bonds with
expected redemption dates falling within the coming two years or
three years at dates of purchase. The Company has no exposure in
mortgage-backed securities, collateralized debt obligations or similar
asset classes.

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

CAPITAL STRUCTURE

During the interim period, the total number of issued shares of the
Company increased by 1,883,000 shares as a result of a director
and an ex-director of the Company and certain employees of the
Group exercising their share options granted in 2007. As at 30
June 2012, the total number of issued shares of the Company was
2,794,774,756.

As at 30 June 2012, the Group had certain interest-bearing bank
borrowings of approximately HK$2,147 million (31 December 2011:
approximately HK$1,761 million) and other borrowing of
approximately HK$1,472 million (31 December 2011:
approximately HK$56 million).
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEEFWE DM

Bank borrowings carried annual interest rates ranging between
0.80% and 1.80% (31 December 2011: between 0.61% and
4.63%). Other borrowing carried annual interest rate ranging from
5.85% t0 6.1% (31 December 2011: 6.1%).

As at 30 June 2012, net assets attributable to owners of the parent
were approximately HK$7,011 million (31 December 2011:
approximately HK$6,670 million) and net borrowing position of the
Group (unpledged cash and cash equivalents less interest-bearing
bank and other borrowings) was approximately HK$1,947 million
(31 December 2011: approximately HK$27 million) and the net
gearing ratio (ratio of net borrowing position of the Group to net
assets attributable to owners of the parent) was approximately
27.8% (31 December 2011: approximately 0.4%).

CONTINGENT LIABILITIES AND ASSETS
PLEDGED

Save as disclosed in note 7 to the condensed consolidated interim
financial information, the Group has no significant contingent
liabilities at the end of the reporting period.

As at 30 June 2012, certain bank borrowings of the Group were
secured by charges over certain time deposits of the Group with
aggregate net book value of approximately HK$116 million (31
December 2011: approximately HK$118 million).

EMPLOYEE AND REMUNERATION POLICY

As at 30 June 2012, the Group employed 17,738 staff in Mainland
China and Hong Kong (31 December 2011: 17,546). Employees
are paid according to their positions, performance, experience and
prevailing market practices, and are provided with management
and professional training. Employees in Hong Kong are provided
with retirement benefits, either under a Mandatory Provident Fund
exempted ORSO scheme or under the Mandatory Provident Fund
scheme, as well as life insurance and medical insurance. Employees
in Mainland China are provided with basic social insurance and
housing fund in compliance with the requirements of the laws of
China. Details of these benefit schemes are set out in the Annual
Report 2011.

The Company’s share option scheme (the “Option Scheme”) was
adopted on 21 November 2006 for a term of ten years for the
purpose of rewarding eligible employees of the Group (including
executive directors and non-executive directors of the Company)
based on individual merits. Details of the Option Scheme are set
out in the section headed “Share Option Scheme” below.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEENWE DM

INTERIM DIVIDEND

The board of directors (the “Board”) declared the payment of an
interim dividend of HK6.11 cents (30 June 2011: HK4.07 cents)
per share for the interim period, which will be payable on Friday,
19 October 2012, to shareholders of the Company whose names
appear on the register of members of the Company on Friday,
5 October 2012 (the “Record Date”).

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

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

If any enterprise shareholder listed on the Company’s register of
members considers itself to be a resident enterprise and does not
wish the Company to withhold the 10% enterprise income tax, it
shall lodge with the Company’s branch share registrar and transfer
office in Hong Kong, Tricor Progressive Limited, at 26/F., Tesbury
Centre, 28 Queen’s Road East, Hong Kong, documents from its
governing tax authority confirming that the Company is not required
to withhold and pay the enterprise income tax in respect of the
dividend to which it is entitled no later than 4:00 p.m. on
Wednesday, 3 October 2012.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEEFWE DM

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

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

CLOSURE OF REGISTER OF MEMBERS

For determining the shareholders’ entitlement to the interim
dividend, the register of members of the Company will be closed
from Thursday, 4 October 2012 to Friday, 5 October 2012, both
days inclusive, during which period no transfer of shares will be
registered. The ex-dividend date will be Friday, 28 September 2012.

In order to qualify for the interim dividend, all transfer documents,
accompanied by the relevant share certificates must be lodged for
registration with the Company’s branch share registrar and transfer
office in Hong Kong, Tricor Progressive Limited, at 26/F., Tesbury
Centre, 28 Queen’s Road East, Hong Kong, not later than
4:00 p.m. on Wednesday, 3 October 2012.

DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SHARES AND UNDERLYING
SHARES

As at 30 June 2012, the interests and short positions of the directors
and their associates in the shares, underlying shares or debentures
of the Company or any associated corporations (within the meaning
of Part XV of the Securities and Futures Ordinance (the “SFO”) as
recorded in the register of interests of the Company required to be
kept under section 352 of the SFO; or as notified to the Company
and The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) under Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions which they were deemed or taken to
have under such provisions of the SFO) or pursuant to the Model
Code for Securities Transactions by Directors of Listed Issuers (the
“Model Code”) contained in the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited (the
“Listing Rules”) (collectively the “Discloseable Interests”) were as
follows:
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MANAGEMENT DISCUSSION AND ANALYSIS
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(a) Discloseable Interests in the shares and underlying (a) RAEQFZRHBRMEBERDZE
shares of the Company WEER
Total
number of
shares and Approximate
Number of underlying percentage of
Capacity/ Number of underlying  shares held issued shares
Nature of shares held  shares held i B% 2 HE T
Name of director Interest Frs Fir 5 48 B8 EKiERE BROBEY
EEHE 510, Mg BHEE BHEE P& 15 42 8 Aok
(Note 1) (Note 2) (Note 3)
(Mg7ED) (FF5E2) (MI3E3)
Mr. Chi Jingtao Beneficial Owner - 740,000 740,000 0.03%
BRENE BEm#EE A
Ms. Luan Xiuju Beneficial Owner - 1,300,000 1,300,000 0.05%
BB+ BEm#EE A
Mr. Ning Gaoning Beneficial Owner - 1,620,000 1,620,000 0.06%
BEEELE BEm#EE A
Mr. Mak Chi Wing, Beneficial Owner - 1,400,000 1,400,000 0.05%
William
BEEELE EmEAA
Mr. Zhang Zhentao eneficial Owner - 1,020,000 1,020,000 0.04%
RIRE L& BEm#EE A
(Note 4)
(P34
Ms. Liu Ding Beneficial Owner - 600,000 600,000 0.02%
MT 2+ EmEEA
Mr. Ma Jianping Beneficial Owner - 1,400,000 1,400,000 0.05%
SEEEA Em#EE A
Ms. Wu Wenting Beneficial Owner - 1,020,000 1,020,000 0.04%
RYIEZ A EmEAA
Notes: B 5T
1. Long positions in the shares of the Company, other than 1. RATRGD 2 iF e (RASTET
equity derivatives such as share options, warrants or BInFEARiE - RARME R ok AT AR
convertible bonds. BEHBRIN) ©
2. Long positions in the underlying shares of the Company 2. REERETSRNEESRNNE
under share options granted to directors pursuant to the fg#E18 TAR R~ A B IR D /9 4F
Option Scheme. £ o
3. The percentages were calculated based on the total number 3. BN TIIRIBEAR A BR201296
of shares of the Company in issue as at 30 June 2012, i.e. A30B 2B 8T8 (A
2,794,774,756 shares. 2,794,774, 756/% I 1) aT & -
4. Mr. Zhang Zhentao resigned as an executive director of 4, RIREAEEDBEARRRNITE
the Company with effect from 9 August 2012. FB% - N201248 A9 4
e
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MANAGEMENT DISCUSSION AND ANALYSIS
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(b) Discloseable Interests in the shares and underlying (b) R—FEBEE (FERBHER

shares of an associated corporation, China Agri- BRLAT ([FREEH])) 2KHB
Industries Holdings Limited (“China Agri”) REERDZERERR

Total
number of
shares and Approximate
Number of underlying percentage of

Capacity/ Number of underlying  shares held issued shares
Nature of shares held  shares held P B 12 HE BT
Name of director Interest ¥ Fr¥MEE LEE REMHD
EE®S S Rl RO E REEE % 15 48 1 Bk
(Note 1) (Note 2) (Note 3)
(MFELD) (Pf7E2) (FF7E3)
Mr. Chi Jingtao Beneficial Owner - 480,000 480,000 0.01%
BRESLE Em#EAA
Mr. Ning Gaoning Beneficial Owner - 1,300,000 1,300,000 0.03%
BTEEEE ER#EAA
Notes: B 5
1. Long positions in the shares of China Agri, other than equity 1. o B2 Jh HﬁﬁZﬁ?F (AP
derivatives such as share options, warrants or convertible T EMERRE - RAREFE K AT
bonds. REHBRIN) o
2. Long positions in the underlying shares of China Agri under 2. RIEPEE ERETEmES
share options granted to directors pursuant to a share P B B AR A TE T P B KR S AR
option scheme of China Agri. Br2iFe -
3. The percentages were calculated based on the total number 3. B HRERBEERN2012
of shares of China Agri in issue as at 30 June 2012, i.e., FOoHA30B 2B #TRH B
4,038,369,839 shares. (BN4,038,369,839/ A% 1) &t
g o
Save as disclosed herein, as at 30 June 2012, none of the BrARsREFTHEEIN - 201246
directors nor their associates had any other Discloseable H30H - i%&,ﬁ\ﬂﬁ A EEAM
Interests. AR EER
SUBSTANTIAL SHAREHOLDERS’ AND OTHER i%ﬁﬁi&,\ﬂﬁkimﬁiﬁ&
PERSONS’ INTERESTS AND SHORT HERD 2EERAXR
POSITIONS IN SHARES AND UNDERLYING
SHARES

As at 30 June 2012, the interests and short positions of substantial MR2012F6 A30R « RIEFEFH K E KM
shareholders in the shares and underlying shares of the Company EXVEBE2 R EIDEBMAMEARNF] : IR
as notified to the Company under Divisions 2 and 3 of Part XV of B 5 M B E G HI £ 336 IKE 8 AR B FT
the SFO; or as recorded in the register of interests of the Company GEazERZEMA - Exﬂxﬁbﬂzﬁ’& A
required to be kept under Section 336 of the SFO, were as follows: f&th RABERGD 2 EmRKBEWET
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Aggregate long positions in the shares and underlying
shares of the Company

REQXARGREBRO 2HFRHEH

Number of shares held (Note 1)
FriERmEE (sl

Approximate

Through percentage of

Directly controlled issued shares

Name of beneficially corporations HE&T

substantial shareholder owned il %13 B9 BE A

TERREB BEEERES ZEEE Aok

(Note 2)

(Ft5E2)

Wide Smart Holdings Limited 1,922,550,331 - 1,922,550,331 68.79%

COFCO (BVI) No. 108 Limited 140,000,000 - 140,000,000 5.01%

COFCO (Hong Kong) Limited 10,138,000 2,062,550,331 2,072,688,331 74.16%
FREEE (B8 BRAH (Note 3)
(FF3E3)

COFCO Corporation - 2,072,688,331 2,072,688,331 74.16%
FREEEERAT (Note 4)
(F15E4)

Notes: B 5T -

1. Long positions in the shares of the Company, other than equity 1. ARBIRD 278 (BRATTAE T EMEER
derivatives such as share options, warrants or convertible bonds. 1 RRIEE LA RREHBRIN) o

2. The percentages were calculated based on the total number of 2. AL TIBEBEA AR R2012966 A30H
shares of the Company in issue as at 30 June 2012, i.e. 2 BEITIRD 2 (B12,794,774,756 i
2,794,774,756 shares. Pefn) 5t & -

3. COFCO (Hong Kong) Limited (“COFCO (HK)”) was deemed to be 3. FREB(ZE)VERAR ([FEEE])
interested in 2,062,550,331 shares in aggregate held by Wide Smart 18 A Wide Smart Holdings Limited
Holdings Limited (“Wide Smart”) and COFCO (BVI) No. 108 Limited (Twide Smart]) % COFCO (BVI) No. 108
(“COFCO (BVI) 108") which were wholly-owned subsidiaries of Limited ([COFCO (BVI) 108]) (39 &A1&
COFCO (HK). EENZAMNBAR) fTiEaeH

2,062,550,331 % i {0 R HE B % o

4, COFCO was deemed to be interested in 2,072,688,331 shares in 4. Fh e 2 B 1 18 & R Wide Smart ~ COFCO
aggregate held by Wide Smart, COFCO (BVI) 108 and COFCO (HK) (BVI) 108k HIEEE (AT REENZ
which were wholly-owned subsidiaries of COFCO. EMIBAR) ATiE4 ££2,072,688,331 %

Mefn REA R o
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Mr. Chi Jingtao, an executive director and the chairman of the Board,
is the vice president and former director of human resources
department of COFCO. Mr. Ning Gaoning, an executive director, is
also the chairman of COFCO, the chairman of COFCO (HK) and a
director of Wide Smart. Mr. Mak Chi Wing, William, an executive
director and a deputy general manager, is the chief financial officer
of COFCO (HK). Mr. Ma Jianping, a non-executive director, is also
the vice president and director of the strategy department of COFCO.
Ms. Wu Wenting, a non-executive director, is the director of the
audit department of COFCO. Ms. Liu Ding, a non-executive director,
is a director of and a member of the communist party committee
and the head of the communist party discipline and inspection
team of COFCO.

Save as disclosed herein, as at 30 June 2012, the director of the
Company were not aware of substantial shareholders and other
persons who had interests or short positions in the shares or
underlying shares of the Company.

SHARE OPTION SCHEME

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

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

HITESREFEIRERBLET /T
REBRBRRAMANERHAE - 1T
EEERERLENTATEREEEER &
BEBEER L Wide SmartZ EE « #1717
EERABREESRELET/TREER
MIBHRE - SFTTESEFETFRENRRT
R BRI AECR B SRR - JFITES
RXEL LT RPREERMAE - 3F
HTEENT At RPEEEESZLES
B RfcimiER -

PR EREEIN - 1201296308 -
ARFEZITABEIEMRNEMAL
RARBBDHAEBRD P HEE 2 EEK

KA o
BRETE
ARARABBEN S AAR - 0

/,%SZJ%MK SREEBAERTIER
g ﬁTu 2 EERLAEARRBAE

}\E%Em CBEABERZEERNRA/A
RE M ERRBEN @R AR A RER

Iz EE-

REARAET IR 20065F 11 21 B &R - R
FERTTBUBSER - G BZAHEIOFR
Bk - REBRETREZBRENE
MEBEEFE  ARBREERERE -1
POfE A RN BFRITE - AT A BRE
FPEE TN 2B THRE °
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The options granted on 27 September 2007 are subject to the EA2OO7¢9)EI C7TAEFE MR EAZIAT
following vesting schedule: SRE R RMRE

Maximum percentage
of options which
may be exercised

Periods BREZATHE

HA S BREZ2BEDL

— Upon and after the second —-EBRLBEBBTE_ATF 33%
anniversary of the grant until LEBEFE=RAF

the third anniversary of the grant

— Upon and after the third —BREBEHEFE=ZFAF 67%
anniversary of the grant until LEBEFNESF

the fourth anniversary of the grant

— Upon and after the fourth - EBREBEHETENAFTFRER 100%
anniversary of the grant

The options granted after 28 March 2011 are subject to the following 2011493 A28 H bAf& 5% H &) 5 A% # R 78
new vesting schedule: LT BE B RR G

Maximum percentage
of options which

may be exercised

Periods BRZ AT

HAR BRE2EDL

— Upon and after the second —EBERHBHEBTE-_AF 20%
anniversary of the grant until LAEREF=AF

the third anniversary of the grant

— Upon and after the third —EERHBHBTE=AF 40%
anniversary of the grant until MHEEBEZFMNES

the fourth anniversary of the grant

— Upon and after the fourth — BN BB ENES 60%
anniversary of the grant until LEBEZERFAF

the fifth anniversary of the grant

— Upon and after the fifth —ERE ARG ERESF 80%
anniversary of the grant until LHEBZFERNEF

the sixth anniversary of the grant

— Upon and after the sixth —EBRHBEBBTE AT 100%
anniversary of the grant until LEBEZFELEF

the seventh anniversary of the grant
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As at 1 January 2012, a total of 45,524,500 share options of the R2012%F181H » KA 7 ﬁ'ﬁiﬁﬁfﬂﬁﬁﬁﬁ
Company remained outstanding. During the period, a total of A A45,524 50010 - HIR - BA& K
1,400,000 share options were cancelled and a total of 282,360 1,400,000 &5 I # B % 7T 8 )32 & =
share options lapsed. In addition, a total of 1,883,000 shares were 282,360 BEARRE L R3K o o - AR
issued and allotted by the Company upon the exercise of share —REE - —HRAEESEEE :Fﬁéiﬁ@ﬁ
options by a director, an ex-director and certain employees of the 8 A% 4 1 Bc 2% A 251,883, 000/% f 17 ©
Company. Accordingly, as at 30 June 2012, a total of 41,959,140 It - 7201268308 » RRQREKRITHE
share options of the Company remained outstanding. Details of the SRR BB 41,959,1401) - HAN - B&
movements in the share options during the period were as follows: k= =T =3 NN

Number of share options
BRENHE

Date of Exercise Exercise
grant of period of price of
Name or At Granted Exercised Cancelled Lapsed At share share share

category of 01.01.2012 during during during during  30.06.2012 optlons options options
participants R theperiod  theperiod  theperiod the period B RiE i REE
SEEMERER 201251818 i [aki b BRfE BnEH E‘Wqﬂz 2012%6A30A

Directors
gz
Mr. Chi Jingtao 740,000 - - - - 740,000 29.03.2011 29.03.2013 - 4910
BRELE 28.03.2018
Ms. Luan Xiuju 560,000 - - - - 560,000  27.09.2007 27.09.2009 - 4952
BEETL 26.09.2014
740,000 - - - - 740,000 29.03.2011 29.03.2013 - 4910
28.03.2018
Mr. Nin %Gaomng 880,000 - - - - 880,000  27.09.2007 27.09.2009 - 4952
ERERE 26.09.2014
740,000 - - - - 740,000 29.03.2011 29.03.2013 - 4910
28.03.2018
Mr. Mak Chi Wing, 800,000 - - - - 800,000  27.09.2007 27.09.2009 - 4952
W|H\am 26.09.2014
EEREE 600,000 - - - - 600,000  29.03.2011 29.03.2013 - 4910
28.03.2018
Mr. Zhang Zhentao 700,000 - (280,000) - - 420,000  27.09.2007 27.09.2009 - 4952
RIEELE (Note 2) 26.09.2014
(Note 1) (HizE2)
(D) 600,000 - - - - 600,000  29.03.2011 29.03.2013 - 4910
28.03.2018
Ms. Liu Ding 600,000 - - - - 600,000  29.03.2011 29.03.2013 - 4910
W&t 28.03.2018
Mr. Ma Jianping 800,000 - - - - 800,000  27.09.2007 27.09.2009 - 4952
SRYx4 26.09.2014
600,000 - - - - 600,000  29.03.2011 29.03.2013 - 4910
28.03.2018
Ms. Wu Wenting 700,000 - (280,000) - - 420,000 27.09.2007 27.09.2009 - 4952
RXBRL (Note 3) 26.09.2014
(F1:3)
600,000 - - - - 600,000  29.03.2011 29.03.2013 - 4910
28.03.2018
Other employees 10,604,500 - (1,323,000 - (282,360) 8,999,140  27.09.2007 27.09.2009 - 4952
AtiEE (Note 4) (Note 5) 26.09.2014
(i7x4) (ffr35)
25,260,000 - - (1,400,000) - 23860,000 29.03.2011 29.03.2013 - 4910
(Note 6) 28.03.2018
(MH6)
45,524,500 - (1,883,000) (1,400,000) (282,360) 41,959,140
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Notes:

1. Mr. Zhang Zhentao resigned as an executive director of the
Company with effect from 9 August 2012.

2. The weighted average closing price of the shares of the Company
immediately before the dates on which the options were exercised
was HK$7.98.

3. The weighted average closing price of the shares of the Company
immediately before the dates on which the options were exercised
was HK$7.97.

4. The weighted average closing price of the shares of the Company
immediately before the dates on which the options were exercised
was HK$7.88.

5. The options vested lapsed during the period upon the expiry of
stipulated period in accordance with the terms of the Option
Scheme.

6. The options unvested were cancelled during the period upon the
resignations of certain employees of the Company.

The fair values of the share options granted on 27 September 2007
and the share options granted on 29 March 2011 under the Option
Scheme were HK$32,227,000 (approximately HK$1.563 each) and
HK$47,124,000 (approximately HK$1.526 each), respectively, of
which the Company recognised a share option expense of
HK$5,970,000 during the period (six months ended 30 June 2011:
HK$3,536,000).

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

GER

1. RIRBELECHEARANTESR
% - 201258 H9R AR ©

2. REZITERBAE H IR AREMRG
BNt I T E R 7 988 T -

3. MEZITEBRE AR - ARE G
BT ER7.978TT o

4. MERTERBRER S - ARFRN
A Y (B A7 .88 TT

5. R ZESCEBENBREREERE
FT 81 B0 IR TP AR T B0 B B FE R T R R o

6. B 2SEARBNERERETES
BEMRBUHE

R IE B AR A =1 217 200749 A 278 2011
FIAHBEMERIEZ A FED A
32,227,000/ T (B85 41.5638 1) &
47,124,000/ 7T (B9 491.526%7T) + A
AR BN RE R BB AR 4 F 2 5,970,000
T (EZE2011F6A83081E~1@A :
3,536,000 7T) °

REZE2007F12 A31 8 IEFE REZE2011
FI2ABIALFEARBABRAGEE 2B
Pk 2 AFETINE L EREE B2 Bl
Bhm - R RAEEERA R -_HEAH
REBRIAELMGE  AESEERLBR
B2 MG - TRIIMZEEA 28
ABUE -

2011 Options

2007 Options

Date of grant BB E
Dividend yield (%) AR (%)
Expected volatility (%) TEHRE 18 (%)
Historical volatility (%) B R 8 (%)

Risk-free interest rate (%) #8 J Be M) 3R (%)
Expected life of options (year) BB EE T ()
Weighted average share price (HK$)
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2011 ERE 2007FHEAXHE
29.03.2011 27.09.2007
2.109 0.8
33.716 30.570
33.716 30.570

2.40 4.102
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4.910 4.952
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The expected life of the options is determined with reference to the
vesting term and original contractual term of the Option Scheme
and is not necessarily indicative of the exercise patterns that may
occur. The expected volatility reflects the assumption that the
historical volatility is indicative of future trends, which may also not
necessarily be the actual outcome.

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

CORPORATE GOVERNANCE CODE

Throughout the six months ended 30 June 2012, the Company
complied with code provisions set out in the Code on Corporate
Governance Practices (formerly set out in Appendix 14 to the Listing
Rules) and the Corporate Governance Code (the new edition of the
Code on Corporate Governance Practices, which is applicable to
financial reports covering a period after 1 April 2012), with the
exception of Code Provision A.6.7 (non-executive directors and
independent non-executive directors should attend general
meetings). Three non-executive directors and an independent non-
executive director were unable to attend the annual general meeting
of the Company held on 1 June 2012 due to their unavoidable
business engagements.

SECURITIES TRANSACTIONS BY DIRECTORS
AND RELEVANT EMPLOYEES

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

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

BROIEE FH2E LA ZREHR
RREANGRMETE - RUEBRITE
B R - TRERK 1R < BB R 08 AT
BRNAKRBENRE  ERKRBERLE
ERER -

o 5 A 95 B AR A B 1 A A T

PR EE S o
EERTA

B E20129F6A30H LEXEAR - BR=rAl
BRXXA6.7IRGENITES RIBILIFNITES
EHERRAE)S » AT —EE (D
EERTEHRTRD (RIER L AR R 8+
M) RAREREBTRID(RRERERT
ADMEFR - EARKE20129F4A18
& M E B I MR M B A P RIRS - =
FRTESR —BBUIFATERTHETA
R AEMAREHFER2012F6 1 H &
THBRREFERE

EERTHREESETESRS

AR A E R LR BI85+ PR 2 sy
AFRESETEFRXH 2B TFAl - &
ARAHEHLARENER MEESFHERRK
ERHA—EEBTRETRIFMHI 2R

i
3 o

ARBINMEBREEETRAARESFR
HEM—ERBFETRIMRRNEHE
BETESRSNTA([BREX ST
A1) - ATREHE B A AR E R AR EME
BESZRENNEHERLDARETAR
AEGFR 5B TREERSTA - BEXS
SFRZ R BE R IR 2 ST R PR 8k 51 2 M
RE - A MELEAIZFREERDE
MBS -
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CHANGES OF THE BOARD

Mr. Zhang Zhentao has resigned as an executive director of the
Company with effect from 9 August 2012.

Mr. Paul Kenneth Etchells was appointed as an independent non-
executive director of the Company and a member of each of the
audit committee and the remuneration committee of the Board with
effect from 9 August 2012.

CHANGES IN DIRECTORS’ PROFILE

Mr. Chi Jingtao, an executive director and the chairman of the Board
of the Company, was appointed as the general manger of China
Grain and Logistics Corporation, with effect from 16 July 2012.

Mr. Ning Gaoning, an executive director of the Company, was
appointed as an independent non-executive director of BOC Hong
Kong (Holdings) Limited, a company listed in Hong Kong, with effect
from 24 August 2012.

Mr. Ma Jianping, a non-executive director of the Company, was
appointed as an executive director and the chairman of the board

of directors of The Hong Kong Parkview Group Limited, a company
listed in Hong Kong, with effect from 28 August 2012.

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

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

Hong Kong, 29 August 2012

40 CHINA FOODS LIMITED Interim Report 2012

EXE8D

RIRBLAECBHEARRAWITESE
R2012F8 A9H B A4 -
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REPORT ON REVIEW OF INTERIM FINANCIAL INFORMATION

PHIB B ERERRE

Ell ERNST & YOUNG
= 5k

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

INTRODUCTION

We have reviewed the interim financial information set out on pages
43 to 68 which comprises the condensed consolidated statement
of financial position of China Foods Limited as at 30 June 2012,
and the related condensed consolidated income statement,
condensed consolidated statement of comprehensive income,
condensed consolidated statement of changes in equity and
condensed consolidated statement of cash flows for the six-month
period then ended, and explanatory information. The Rules
Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited require the preparation of a report on interim financial
information to be in compliance with the relevant provisions thereof
and Hong Kong Accounting Standard 34 Interim Financial Reporting
(“HKAS 34") issued by the Hong Kong Institute of Certified Public
Accountants.

The directors are responsible for the preparation and presentation
of this interim financial information in accordance with HKAS 34.
Our responsibility is to express a conclusion on this interim financial
information based on our review. Our report is made solely to you,
as a body, in accordance with our agreed terms of engagement,
and for no other purpose. We do not assume responsibility towards
or accept liability to any other person for the contents of this report.

SCOPE OF REVIEW

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

BHERRERLARNESS
(MBEREFAMAZHERAR)

BB EHINENEA3EEEBE 2T H
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= BRRARAEBSHREMGHES R
ERERNUNLEEER - REFEERAER
ZBRAREZ LTRAD - EHRE]L
BNAETHBERENETESMAER
2 (BB G ER) E345 H R &
(BB ETERE34%R]) 2R ERE D H]
FAFER

EEAAARBEEESEAFI4RER
EANHRF M BER - RAIZETRRIE
B EHE AT R B ERHEL &R
BAPRIRIPIE S P € < RIS 55K - (2
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TR REEMAR - ROR IR RS
ZARE - HEAHMA TR R SREEE
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CONCLUSION

Based on our review, nothing has come to our attention that causes
us to believe that the interim financial information is not prepared,

in all material respects, in accordance with HKAS 34.

Ernst & Young
Certified Public Accountants

22nd Floor

CITIC Tower

1 Tim Mei Avenue
Central

Hong Kong

29 August 2012
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CONDENSED CONSOLIDATED INCOME STATEMENT

BL G ON &

For the six months ended 30 June 2012

B E 201296 A30H IE/<fE A

For the six months ended 30 June

BZE6H30RALAMEA
2012 2011
20124 20114
HK$’000 HK$’000
FET T T
(Unaudited) (Unaudited)
(RIBEX) (REEZ)
REVENUE WA 15,578,616 13,482,228
Cost of sales FER= DN (12,122,310) (10,295,575)
Gross profit E 7 3,456,306 3,186,653
Other income and gains H b g A K Mz 102,016 99,653
Selling and distribution costs HEBRA KD HEKAR (2,390,450) (2,272,196)
Administrative expenses TB (402,368) (402,724)
Other expenses B (4,757) (2,948)
Finance costs A& A (20,632) (33,923)
Share of profits and losses FEAR B 2 2 B) s A
of associates K EE 15,523 26,623
PROFIT BEFORE TAX R B4 A% R 755,638 601,138
Income tax expense Frig®i> (163,497) (187,118)
PROFIT FOR THE PERIOD B AR R 592,141 414,020
Attributable to: FEfR A
Owners of the parent BRAREAA 474,191 315,382
Non-controlling interests IS 117,950 98,638
592,141 414,020
EARNINGS PER SHARE BRARIEERERS
ATTRIBUTABLE TO BEAEBRLERER
ORDINARY EQUITY HOLDERS
OF THE PARENT
Basic BN HK16.97 HK11.29
centsiE 1l centsE Il
Diluted #E HK16.92 HK11.29
centsiE L centsis Il

BREHEREFBRERRAS R R BE
KL SR -

Details of the dividend proposed for the period are disclosed in
note 8 to the condensed consolidated interim financial information.
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CONDENSED CONSOLIDATED STATEMENT
OF COMPREHENSIVE INCOME
A ES 2 EBAREK

For the six months ended 30 June 2012
HZE201296A30H 1E/~1E A

For the six months ended 30 June
HZ6HA30RIEAMEA

2012 2011

201245 20114

HK$'000 HK$’000
TET FABT
(Unaudited) (Unaudited)
(REBER) (RIEEZ)

PROFIT FOR THE PERIOD HmiE R 592,141 414,020

OTHER COMPREHENSIVE INCOME/(LOSS) HfitZmEWKA ~ (F#E)

Exchange differences on translation of BB G INE B
foreign operations ZIE N ERE (40,485) 148,185

OTHER COMPREHENSIVE INCOME/(LOSS) HiREMZ®EW A~
FOR THE PERIOD, NET OF TAX (B518) (B E) (40,485) 148,185

TOTAL COMPREHENSIVE INCOME

FOR THE PERIOD HREEmW AEE 551,656 562,205

Attributable to: MR -
Owners of the parent BRAREAA 444,627 439,652
Non-controlling interests FEIE R M = 107,029 122,553
551,656 562,205
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CONDENSED CONSOLIDATED STATEMENT
OF FINANCIAL POSITION
EEZES= R 2

30 June 2012

2012%6 A30H
30 June 31 December
2012 2011
20124 20114
6H30H 12A31H
HK$'000 HK$’000
FET FH T
(Unaudited) (Audited)
(REEER) (LT
NON-CURRENT ASSETS FRBEE
Property, plant and equipment M - BENEE 10 4,193,842 3,889,400
Investment properties KEME 81,908 82,361
Prepaid land premiums SR i 314,809 308,078
Deposits for purchase of items BEWME  BHE
of property, plant and equipment REERE 2 67,849 52,802
Goodwill Bk 1,722,188 1,727,793
Other intangible assets EtEEEE 54,946 60,389
Investments in associates REtENB 2 ’E 605,500 567,934
Available-for-sale investments AHEERE 203,062 203,104
Deferred tax assets FEEFIAE E 95,600 46,893
Biological assets EMEE 169,988 165,833
Total non-current assets IERBEELE 7,509,692 7,104,587
CURRENT ASSETS RBEE
Inventories rE 4,688,066 5,701,744
Accounts and bills receivables R R E & 11 2,582,910 1,944,607
Prepayments, deposits and BNFIA - e
other receivables o E At FE R IR 12 1,624,544 1,446,782
Due from fellow subsidiaries EEIEINGIVE N 18(d) 398,533 69,390
Due from the ultimate holding S-S /N
company KR 18(d) 67,588 22,056
Due from the immediate holding B &A% A &
company KR 18(d) 165 165
Due from related companies EZRER/NEINE 18(d) 2,087 4,076
Due from non-controlling B/~ m) FE 1 R
shareholders of subsidiaries N 18(d) 9,805 9,510
Due from associates Bt N Bl R R 18(d) 2,658 1,551
Prepaid tax TERRRIA 40,564 23,653
Held-to-maturity investments BEAEZEIHKRE = 58,044
Equity investments at fair value BAFEHAER
through profit or loss 2RI E 14,822 15,016
Pledged deposits TR 116,807 139,005
Cash and cash equivalents BeMIReFHEIEH 1,672,006 1,789,797
Total current assets mEEELE 11,220,555 11,225,396
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CONDENSED CONSOLIDATED STATEMENT

OF FINANCIAL POSITION

R B 4R & B 3R R 3R

30 June 2012

20126 A30H
30 June 31 December
2012 2011
20124 20114
6H30H 12A31H
HK$’000 HK$’000
TE T FHE T
(Unaudited) (Audited)
(RBEXR) (Fe2=1%)
CURRENT LIABILITIES REEE
Accounts and bills payables EAERERE 13 1,856,683 1,558,708
Other payables and accruals EMEMNFIEMEFTEE 2,346,504 3,939,495
Due to fellow subsidiaries KREZWE R FIFE 18(d) 1,010,403 1,057,344
Due to the ultimate holding R B AP A
company KIE 18(d) 28,994 41,031
Due to related companies REE R BIFRIE 18(d) 322,045 884,130
Due to non-controlling UGIEPNGIE 22
shareholders of subsidiaries fi% 5 #k I8 18(d) 34,113 30,818
Due to associates N NEIE ] 18(d) 284,553 292,150
Interest-bearing bank and other 5t BRITE
borrowings MEMER 18(d) 2,518,546 1,516,936
Tax payable FET I8 94,276 75,230
Total current liabilities mE B ERE 8,496,117 9,395,842
NET CURRENT ASSETS RBEEFE 2,724,438 1,829,554
TOTAL ASSETS LESS
CURRENT LIABILITIES EEHABEBRRBARE 10,234,130 8,934,141
NON-CURRENT LIABILITIES FERBAE
Interest-bearing bank borrowings  FF EIRITE 1,100,000 300,000
Due to non-controlling UGIEPNGIE 22
shareholders of subsidiaries fi% 5 Fk I8 18(d) 27,526 27,680
Deferred income PR FE WA 44,278 42 532
Deferred tax liabilities RIEFIBEE 49,303 50,132
Total non-current liabilities MBI BERE 1,221,107 420,344
Net assets BEFE 9,013,023 8,513,797
EQUITY [
Equity attributable to owners BATEE AEBEMRE
of the parent
Issued capital BETIR AR 14 279,477 279,289
Reserves fE 6,560,527 6,271,636
Proposed dividend R AR B 8 170,764 118,698
7,010,768 6,669,623
Non-controlling interests FERER 2,002,255 1,844,174
Total equity f& R 48 (E 9,013,023 8,513,797
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CONDENSED CONSOLIDATED STATEMENT
OF CHANGES IN EQUITY
BHRGERABBHEX

For the six months ended 30 June 2012
HE20129 6308 1L/~ 1E A

Attributable to owners of the parent
BRARAAES
Employee
share-based Exchange Asset

Share compensation fluctuation revaluation Non-

Issued  premium reserve Capital  Reserve reserve reseve  Retained  Proposed controlling Total

capital account EERAL  resene funds EX BE  pofits  dividend Total interests equity
BRfiR% ROEER FEMEE EA8F  BEE RIEE EMEE  REEW  HRRR Bt FEREE RA8E
HK$'000  HK$'000  HK$'000  HK$'000  HKS'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
Thrn TErn  TEn  TEn TEm TEm TEn TRn TEn  TEr  TEn  TER
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REE0) (REER) (REER) (REER) (REEQ) (REEQ) (REEH) (REER) (REEH) (REEHR) (REER) (REER)

At 1 January 2012 279,289 9,650 33625 3246709 219,573 941921 6,910 1813248 118,698 6,669,623 1,844,174 8,513,797
Profit for the period - - - - - - - 474191 - 474191 117,950 592,141
Other comprehensive loss for the period:
Exchange differences on translation
of foreign operations - - - - - (29,564) - - - (29,564) (10,921)  (40,485)
Total comprehensive incomef{loss) for
the period - - - - - (29,564) - 44191 - 444627 107,029 551,656
Exercise of share options (note 14) 188 12,079 (2,942) - - - - - - 9,325 - 9,325
Equity-settled share option arrangements - - 5,970 - - - - - - 5,970 - 5970
Transfer of share option reserve upon
the forfeiture or expiry of share options ~~ ERBREREE - - (900) - - - - 900 - - - -
Final 2011 dividend paid BRONERERS - - - - - - - (19) (118,698) (118,777) - (18,777)
Proposed 2012 interim dividend BR012E2 5k - - - - - - - (170,764) 170,764 - - -
Transfer from retained profits BREEHER - - - - 1,682 - - (1,682 - - - -
Contribution from a non-controlling e
shareholder of  subsidiary LA - - - - - - - - - - 51,052 51,082
At 30 June 2012 2012564308 279477 21,729+ 35753* 3,246,709 221,055* 912,357* 6,910 2,115814* 170,764 7,010,768 2,002,255 9,013,023
* These reserve accounts comprise the consolidated reserves of * ZEREREBRERERE MR ERS
HK$6,560,527,000 (31 December 2011: HK$6,271,636,000) in the Z#R & F186,560,527,0007% 7T (20114
condensed consolidated statement of financial position. 12H31H : 6,271,636,000/% 7T) °
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CONDENSED CONSOLIDATED STATEMENT
OF CHANGES IN EQUITY
BHEERESBHHREK

For the six months ended 30 June 2012
HZE201296A30H 1E/~1E A

Attributable to owners of the parent

Exchange

Issued

HKS$'000 0 (§000 0 HK$000

TER

At T January 2011 HOELRLE 219,246 6879 23943 3247591 206217 673,104 6910 1413366 89,638 5946894 1602516 7549410
Profit for the period S - - - - - - - 31538 - 3538 98638 414020

Other comprehensive income for the period: B9 13

A
Exchange differences on translation R

of foreign operations JERER - - - - - 14210 - - - 14210 2915 14818
Total comprehensive income for the period S - - - - - 14210 - 5 - 439652 122553 562,205
Exercise of share options 20 1,283 (313) - - - - - - 990 - 990
Equity-settled share option arrangements - - 3,536 - - - - - - 3,36 - 35%
Final 2010 dividend paid BROI0FRERS - - - - - - - - (89638 (89,638) - (89638
Proposed 2011 interim dividend RIE01150 Bk - - - - - - - (113661) 113661 - - -
Transfer from retained profits aR2EHER - - - - 594 - - (594) - - - -
At 30 June 2011 R11£6A308 279,266 8l62 27166 3247591 206811 797374 6910 1614493 113661 6301434 1725069 8,026,503
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CONDENSED CONSOLIDATED STATEMENT
OF CASH FLOWS
EBHGEEERER

For the six months ended 30 June 2012
HZE2012%6A308 (E/~E A

For the six months ended 30 June
BZ6H30RIEA<MAA

2012 2011

20124 20114

HK$'000 HK$’000
THET FAT
(Unaudited) (Unaudited)
(REBEX) (RIEEZ)

NET CASH FLOWS FROM/(USED IN) e EEELS, (FTA)

OPERATING ACTIVITIES B R FR (1,017,391) 1,121,993
NET CASH FLOWS USED IN ®EEEFTA

INVESTING ACTIVITIES e mFRE (681,613) (238,111)
NET CASH FLOWS FROM/(USED IN) mEFEEE (FTA)

FINANCING ACTIVITIES W& M FE 1,585,539 (133,755)
NET INCREASE/(DECREASE) IN CASH RekBREFEEE

AND CASH EQUIVALENTS a1, CRid) Fsa (113,465) 750,127
Cash and cash equivalents at beginning Hﬂ?ﬂfﬁi&

of period HWeFMHEIER 1,789,797 1,741,203
Effect of foreign exchange rate changes, net  [EXRE B L - HiE (4,326) 47,051
CASH AND CASH EQUIVALENTS Hﬂﬂiiﬁi&

AT END OF PERIOD HWeFMEIER 1,672,006 2,538,381
ANALYSIS OF BALANCES OF CASH AND RekBE2FEHRE

CASH EQUIVALENTS EER DT
Cash and bank balances Be RIRTTHES 1,671,412 1,976,366
Non-pledged time deposits with TR RS =16 A A2

original maturity of less than 2 EHR

three months when acquired JE BRTF 3k 594 562,015
Cash and cash equivalents as stated in RERERE MR R

the condensed consolidated statement LERGERERER

of financial position and the condensed Fr&E s v Re

consolidated statement of cash flows FIReEEER 1,672,006 2,538,381
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
R B4R & o 2 B 75 B BB

30 June 2012
201296 A30H

50

CORPORATE INFORMATION

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

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

During the six months ended 30 June 2012, the Group was
involved in the following principal activities:

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

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

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

° production and distribution of chocolate and other
related products; and

° distribution of other consumer food and beverage
products that are not categorised under the
aforementioned activities.

BASIS OF PREPARATION AND
ACCOUNTING POLICIES

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

The condensed consolidated interim financial information
does not include all the information and disclosures required
in the annual financial statements, and should be read in
conjunction with the Group’s financial statements for the
year ended 31 December 2011.
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
fEEA %R S B B 7 B BB

30 June 2012
201296 A30H

2.

BASIS OF PREPARATION AND
ACCOUNTING POLICIES (continued)

The accounting policies and basis of preparation adopted
in the preparation of the condensed consolidated interim
financial information are the same as those used in the
annual financial statements for the year ended 31 December
2011, except in relation to the following revised Hong Kong
Financial Reporting Standards (“HKFRSs”) (which include
all Hong Kong Financial Reporting Standards, HKASs and
Interpretations) that affect the Group and are adopted for
the first time for the current period’s financial information:

Amendments to HKFRS 1
First-time Adoption of
Hong Kong Financial
Reporting Standards
— Severe Hyperinflation and
Removal of Fixed Dates for
First-time Adopters

HKFRS 1 Amendments

Amendments to HKFRS 7
Financial Instruments:
Disclosures — Transtfers of
Financial Assets

HKFRS 7 Amendments

Amendments to HKAS 12
Income Taxes — Deferred
Tax: Recovery of Underlying
Assets

HKAS 12 Amendments

Other than as further explained below regarding the impact
of HKAS 12 Amendments, the adoption of the above revised
HKFRSs has no material impact on the accounting policies
of the Group and the methods of computation in the Group’s
condensed consolidated interim financial information.

HKAS 12 Amendments clarify the determination of deferred
tax for investment property measured at fair value. The
amendments introduce a rebuttable presumption that
deferred tax on investment property measured at fair value
should be determined on the basis that its carrying amount
will be recovered through sale. Furthermore, the
amendments incorporate the requirement previously in
HK(SIC) — Int 21 Income Taxes — Recovery of Revalued Non-
Depreciable Assets that deferred tax on non-depreciable
assets, measured using the revaluation model in HKAS 16,
should always be measured on a sale basis.
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AEIR S B ER R ZBIER] BB
MBHREER([BEYBREE
Al EhEeREeHEEMBREE
Al - BB ERNRE) I RE
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FI2A31 R L FEZ FEHBEHRE
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
R B4R & o 2 B 75 B BB

30 June 2012
201296 A30H

2.

52

BASIS OF PREPARATION AND
ACCOUNTING POLICIES (continued)

Such presumption is rebutted because all of the Group’s
investment properties are held within a business model
whose objective is to consume substantially all of the
economic benefits in the investment properties over time,
rather than through sale. Accordingly, deferred tax on the
Group’s investment properties is not determined on a sale
basis. The adoption of HKAS 12 Amendments has no impact
on the accounting policies and has no impacts on the
Group’s condensed consolidated interim financial
information.

OPERATING SEGMENT INFORMATION

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

(a) the beverage segment is engaged in the processing,
bottling and distribution of sparkling beverage
products and distribution of still beverage products;

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

(c) the kitchen food segment is engaged in the
distribution of retail packaged cooking oil and other
related consumer food products;

(d) the confectionery segment is engaged in the
production and distribution of chocolate and other
related products; and

(e) the “others” segment is engaged in the distribution
of other consumer food and beverage products that
are not categorised under the aforementioned
segments.

Management monitors the results of the Group’s operating
segments separately for the purpose of making decisions
about resource allocation and performance assessment.
Segment performance is evaluated based on reportable
segment result. Segment results are measured consistently
with the Group’s profit before tax except that interest income,
dividend income, finance costs, share of profits and losses
of associates, as well as unallocated head office and
corporate results are all excluded from such measurement.
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
fEEA %R S B B 7 B BB

30 June 2012

2012%6 A30H

3. OPERATING SEGMENT INFORMATION 3. REHTER »®
(Continued)
Segment assets exclude deferred tax assets, prepaid tax, DEEETBREELERIEEE « 18
pledged deposits, cash and cash equivalents, available-for- NFIE EHER -  RekRieE
sale investments, equity investments at fair value through AEE « AEEERE Hﬁzﬁifﬁ
profit or loss, financial products included in prepayments, TIABmZBRAZE - G AR
deposits and other receivables, investments in associates B e hEMEWFIE TN 2/
and other unallocated head office and corporate assets as Em E/\ ?5%@ A 2B REMAK
these assets are managed on a group basis. DRI NABEE  ARZEE

Eﬁz%‘%%ﬁféﬁ o

Six months ended 30 June 2012 HZ2012%6HA30H IL<EA

Kitchen Confec-
Beverage Wine Food tionery Others Total
B BE HERM KARM Hit B
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

TRT FRT TET TET TRT FRT
(Unaudited) ~ (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)
(REER) (RBER) (REBER) (REER) (REER) (REER)

Segment revenue: PBUE:

Sales to external HET
customers NREF 6,133,568 1,955,822 7,085,097 308,428 95,701 15,578,616
Other revenue EfA 20,528 10,615 545 3,586 = 35,274
6,154,096 1,966,437 7,085,642 312,014 95,701 15,613,890
Segment results PHEE 311,018 449,817 46,267 (12,927) 49 794,224
Reconciliation: #i -
Interest income HEMA 18,001
Dividend income &N 48,949
Finance costs BEMKA (20,632)
Share of profits s
and losses of BENT
associates wH R ER 15,523
Corporate and other D& R Ef
unallocated Kol
eXpenses i (100,427)
Profit before tax BH AR 755,638

30 June 2012 2012%6H30A

Segment assets PHEE 6,808,315 6,154,706 2,437,741 628,230 20,273 16,049,265
Reconciliation: #i -
Elimination of i pn

intersegment B I

receivables B (4,271,898)
Investments in F\Hﬁf NG

associates ZRE 605,500
Corporate and other AR R A

unallocated assets ~ ANEEE 6,347,380
Total assets BELE 18,730,247
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NOTES TO THE CONDENSED CONSOLIDATED

INTERIM FINANCIAL INFORMATION
BRRE T M B E R T

30 June 2012

20126 A30H
3. OPERATING SEGMENT INFORMATION 3.
(Continued)

Six months ended 30 June 2011

B ZE201196A30H L] E A

Kitchen
Food Others
FRERM ARm 2y
HK$'000 HK$ 000 HK$'000
i TAL
(Unaudited) naudited)
Segment revenue: Al
Sales to external BET
customers NREF 5313178 1,752,939 6,172,412 243,699 - 13,482,228
Other revenue EtMA 18,203 16,054 10,174 2,893 - 47 324
5331,381 1,768,993 6,182,586 246,592 - 13,529,552
Segment results Vi E 274927 299,525 74,335 (41,588) - 607,199
Reconciliation: HE
Interest income MEMA 14,055
Dividend income REMA 36,992
Finance costs BEMA (33,923)
Share of profits of Wﬁﬂﬁ BE
associates NEE 26,623
Corporate and other NARER
unallocated expenses  AAEX M (49,808)
Profit before tax REEE 601,138

31 December 2011 2011%£12R318

Confec-
Wine ET Others Total
il HE? KERH Eft Aif
HK$'000 HK$'000 HK$ 000 HK$'000 HK$'000 HK$'000
TAL TAT BT AT BT TAT
(Audited) (Audited) (Audited) (Audited) (Audited) (Audited)
Segment assets I9EE 7097198 5,516,375 3,105,889 537,171 - 16,256,633
Reconciliation: HE
Elimination of intersegment WX%“*%F?
receivables U (5,837,810)
Investments in associates 7 %QTZ&Q 567934
Corporate and other NARER
unallocated assets AEEE 7,343,226
Total assets BEBE 18,329,983
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
fEEA %R S B B 7 B BB

30 June 2012
20126 A30H

4.

REVENUE, OTHER INCOME AND GAINS 4.

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

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

WA~ HAb A K Wz

WA (REE 2 55 HERHR
MRERERESHHERNEELE
mBERFE -

AREBEEMPA R Wz FTIMT

For the six months ended 30 June
BZ6H30RIEAMEA

2012 2011

20124 20114

HK$'000 HK$’000
THET T
(Unaudited) (Unaudited)
(REBEX) (RIEEZ)

Other income H g A
Gross rental income He U A4a%E 4,237 3,423
Bank interest income SR1TF B A 10,415 10,847
Interest income from financial products 4 & 2 5 2 A28 U A 5,317 -
Interest income from held-to-maturity ~ ##8 ZF| K&
investments ZHEUA 2,269 3,208
Dividend income from available-for-sale 7]t H &% &
investments Z B A 48,807 36,926
Dividend income from equity investments 22 B A B2
at fair value through profit or loss ZEAREE Z IR ERA 142 231
Government grants* AT Bh* 11,264 9,386
Compensation income mEWA 848 6,209
Sale of by-products and scrap items HERIERRERIEE 1,047 4,396
Others HAh 17,421 25,027
101,767 99,653
Gains Y 25
Foreign exchange differences, net ME L ZRE - 558 249 -
249 -
102,016 99,653
* Various government grants have been received for * AEEEMEZERNGHE - BE

investments in certain provinces in Mainland China in which
the Company’s subsidiaries operate. There are no unfulfilled
conditions or contingencies relating to these grants.

BERRBIME R R EE 2
Bl & TE % o BRI AT
ARG E 2 GHESEMEE
b=y
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NOTES TO THE CONDENSED CONSOLIDATED

INTERIM FINANCIAL INFORMATION
BRRE T M B E R T

30 June 2012
20126 A30H

5. FINANCE COSTS 5.

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

Rl & B AR
REBBEREITMT -

For the six months ended 30 June

BZ6H30HLEEA
2012 2011
20125 20114
HK$’000 HK$’000
FET FHE T
(Unaudited) (Unaudited)
(REBER) (REERZ)

Interest on: B
Bank loans wholly repayable AFANEHEE
within five years ZIRITER 10,172 10,266
Loans from a fellow subsidiary REMBARZER 5,895 81
Others HAh 4,565 23,576
20,632 33,923
6. PROFIT BEFORE TAX 6. KRBANER

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

AEE 2 RBATRN TR, G
A) NIIBREZZREH

For the six months ended 30 June

HZE6HA30H 1L AfEA
2012 2011
20124 20114
HK$’000 HK$’000
FET T T
(Unaudited) (Unaudited)
(REBE &) (REER)
Cost of inventories sold EHFEEKAR 12,118,540 10,292,059
Provision against inventories FEREE 3,770 3,516
Cost of sales SHER A 12,122,310 10,295,575
Depreciation e 237,942 197,251
Amortisation of other intangible assets £ {th 45 Ji2 & 2= # £ 5,317 5,223
Recognition of prepaid land premiums e E R + 18 3,521 2,993
Loss on disposal of items of property,  HE®WE - FE
plant and equipment LEEIBEEB 2B 3,362 2,357
Impairment of available-for-sale AHEEREZ
investments BE = 318
Fair value losses on equity investments 22 F{EH A B 2 ILA
at fair value through profit or loss &7 N EEE 194 165
Impairment/(reversal of impairment) FEU B RE,
of receivables ORE#RE) 1,201 (139)
Foreign exchange differences, net MR ZRE - F58 (249) 247
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
fEEA %R S B B 7 B BB

30 June 2012
201296 A30H

7.

INCOME TAX EXPENSE

Hong Kong profits tax has been provided at the rate of 16.5%
on the estimated assessable profits arising in Hong Kong
during the period (six months ended 30 June 2011: 16.5%).
Taxes on profits assessable elsewhere have been calculated
at the rates of tax prevailing in the jurisdictions in which the
Group operates.

Under the PRC income tax laws, enterprises are subject to
corporate income tax (“CIT”) at a rate of 25%. In Mainland
China, tax holidays were granted by the relevant authorities
to certain subsidiaries, where CIT is exempted for the first
two profitable years of the subsidiaries and is chargeable at
half of the applicable rates for the subsequent three years.

FrE®is

FRNGHREEERIRNELS
AT ERR )i KA 16.5% (B
Z2011F6A308 IEREA :
16.5%) BB RIEL - E bR 2 fE
RO A 2 R R AR EE LA
ZRDEERZBITHEAE -

RIFFEMABHE  BRARRE
25% MR EHR (REMAF
Bi1) o AR Bl A - A8 B8 AR T A1 5D
IHBERRETHRERSR - BB
DA M ES I F R R KA
S B E R = (EF R EE M B ER

For the six months ended 30 June

BZ6H30HLEEA
2012 2011
20124 20114
HK$’000 HK$’000
FHET T T
(Unaudited) (Unaudited)
(REBEXR) (RE&EZ)

Current charge for the period: HRAHIRR -

Hong Kong A 51 612
Mainland China AR A 212,584 187,277
Deferred IR IE (49,138) (771)
Total tax charge for the period AERRITHIE S H 4% 163,497 187,118

The share of tax attributable to associates amounting to
HK$5,350,000 (six months ended 30 June 2011:
HK$8,257,000) is included in “Share of profits and losses
of associates” in the condensed consolidated income
statement.

Bt ) PR (G B TR 22 B15,350,00078
7T (BE2011F6 A30R LR EA -
8,257,000/ 7T) » Jhat AR A
WA SRR S AR E R BDEN R E
1Bl -
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NOTES TO THE CONDENSED CONSOLIDATED

INTERIM FINANCIAL INFORMATION
BRRE T M B E R T

30 June 2012
201296 A30H

7. INCOME TAX EXPENSE (continued)

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

8. DIVIDEND

Interim — HK6.11 cents FH -

(six months ended 30 June 2011:

LEAR6.118
(B £=2011F6A30H

PIEEY - RE )

H2009% - A MBERKREER
BT AR REEAN— R &P
AR (FRATREEATE AR
A1) - 8200841 A1 R R EBHK
71 o BE2008F 12 H31HIEFE -
AREEETTETEBANNNER
AE (TEA]) - W REEATER
I Pt e B EERR AR - ARERE AT BE
HEEREREER - KEEZEE
EZRX (BREIEESETBHRA D
76@Eﬁiﬁ&%ﬂ%&%iu&fﬁﬁﬁﬁ
gf%) % ARRRB > BHETKA
%IEAZZFEIEME BR AR5 B B (11
ﬁ) Rt - BB 5% P B S
BB EL A -

iz 2

For the six months ended 30 June

HEZ6A30REAEA
2012 2011
20125 20114
HK$’000
T T
(Unaudited)
(RIEEZ)

HK$'000
TET
(Unaudited)
(RBER)

HK4.07 cents) per ordinary share 1758 A - 4.0773840) 170,764 113,661
9. EARNINGS PER SHARE ATTRIBUTABLE 9. BATEZEERERZREERA
TO ORDINARY EQUITY HOLDERS OF THE EiERAER

PARENT

The calculation of basic earnings per share amount for the
period ended 30 June 2012 is based on the profit for the
period attributable to ordinary equity holders of the parent
of HK$474,191,000 (six months ended 30 June 2011:
HK$315,382,000), and the weighted average number of
ordinary shares of 2,793,634,575 (six months ended 30
June 2011: 2,792,460,861) in issue during the period.
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9.

EARNINGS PER SHARE ATTRIBUTABLE
TO ORDINARY EQUITY HOLDERS OF THE
PARENT (continued)

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

The calculations of basic and diluted earnings per share
are based on:

Earnings b=

Profit attributable to ordinary equity
holders of the parent, used in the
basic earnings per share calculation

9.

AR EEREART
Z G AR EBBRIES
BN 3 F)

QN F
1S

BREZEFEEA
A )

]|
R g

=
%

b

HAgkEERNBEDRESA
AT BAE R B ARSI RR R
FE - FTEATRA T B Z I
BN EITE B R B
B TRAREREREMNNGE
KBR TR EEEE S BRRARE
TEXRBHRALBRMUETRER
T2 &N -

BREANRBEERN ZTHE IR
&

For the six months ended 30 June
BZ6H30RIEA<MEA

2012 2011

20124 20114

HK$’000

T T

(Unaudited)

(RE&EZ)

HK$'000
THET
(Unaudited)
(RBEX)

474,191 315,382
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9. EARNINGS PER SHARE ATTRIBUTABLE 9. BRAEBEREZEFAA
TO ORDINARY EQUITY HOLDERS OF THE EERER &)

PARENT (continued)

Number of shares
RGO B
For the six months ended 30 June
BZ6H30H LA

2012 2011
20124 20114
(Unaudited) (Unaudited)
(REBE&) (REER)

Shares % 5
Weighted average number of ARETEER
ordinary shares in issue during EXREN 2 HR
the period, used in the basic EEITE B
earnings per share calculation i EHE 2,793,634,575 2,792,460,861

Effect of dilution — weighted average  BEFZ — L@

number of ordinary shares: g -
Share options B e 8,952,186 921,706
2,802,586,761 2,793,382,567
10. PROPERTY, PLANT AND EQUIPMENT 10. ¥ - - BERRXRE
During the six months ended 30 June 2012, the Group REZE20126 4308 1E/~ER -
acquired items of property, plant and equipment at a total NEBWEYE - BEREHEEE
cost of HK$579,962,000 (six months ended 30 June 2011: 2B R 4858 579,962,000 7T (E
HK$185,189,000) and disposed of items of property, plant Z£2011F6A30H 1L A -
and equipment with a total net carrying amount of 185,189,000/ 7T) + HEWZE - W
HK$14,136,000 (six months ended 30 June 2011: ERREBEEBEZEREBRFELEAL
HK$13,245,000). 14,136,000/ 7T (842201146 530

BiE/NEA : 13,245,000 7T) °
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11. ACCOUNTS AND BILLS RECEIVABLES

11. BURERARRE

30 June

2012
20124
6H30H

31 December
2011

20114
12H31H
HK$'000
FHTT
(Audited)
(K2 %)

HK$’000
THET
(Unaudited)
(REBE&R)

Accounts and bills receivables EUEBR I R 2% 2,608,875 1,972,100
Impairment BB (25,965) (27,493)

2,582,910 1,944,607
The Group’s trading terms with its customers are mainly on BEEFPIN AEEHERFZES
credit, except for new customers, where payment in advance 1%?%751%5&&{215 AN —MRTE
is normally required. The credit period is generally for 30 to MIRPFEAENK - EEH—BNT
90 days. Each customer has a maximum credit limit. The 30HZ=90H - BREFHEZEREE
Group seeks to maintain strict control over its outstanding LR - ANEES KZ’H%I“‘W&? 5l

receivables and has a credit control department to minimise
credit risk. The Group does not hold any collateral or other
credit enhancements over its accounts and bills receivable
balances. Overdue balances are reviewed regularly by senior
management. In view of the aforementioned and the fact
that the Group’s accounts receivable relate to a large number
of diversified customers, there is no significant concentration
of credit risk. Accounts and bills receivables are non-interest-
bearing.

An aged analysis of the Group’s accounts and bills
receivables as at the end of the reporting period, based on
the invoice date and net of impairment, is as follows:

HARBERERR =B
B B EER /m RIE o A
E@Iﬂ?fbﬁiﬁfﬂ&ﬁﬁ WES
FETAEFRKEMERBE -
BREEETHECAREY - &
Rt - ARAEE S RKETF

BEPZREERN - EERRZE
TRETTERE - BRERERE
BTETE

PR & B R 2 AN 65 B e W BR 3K
BRI EZ R Y MRIRED Tﬁ
LU

30 June 31 December

2012 2011

20124 20114

6H30H 12H31H

HK$’000 HK$’000

THET T T

(Unaudited) (Audited)

(REBE&R) (&%)

Within 3 months =@AR 1,966,223 1,336,664
3to 12 months Z@Az+=—@AR 557,625 597,316
1 to 2 years —FEMFER 56,935 7,735
Over 2 years 18 38 W 2,127 2,892
2,582,910 1,944,607
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12. PREPAYMENTS, DEPOSITS AND OTHER
RECEIVABLES

Included in the Group’s prepayments, deposits and other
receivables are financial products of HK$196,266,000
(2011: Nil) with original maturity of not more than three
months when acquired from banks. The principals of these
financial products are guaranteed by banks.

13. ACCOUNTS AND BILLS PAYABLES

An aged analysis of the Group’s accounts and bills payables
as at the end of the reporting period, based on the invoice
date, is as follows:

12.

13.

ANRE RERHEME

WA

SRAREEBENIER - BE: REAM
ETWFREZMBERE®E
196,266,000/ 7T (20114 : #&) -
RE fEim B 8 [RRTTE AR T
B=EA - ZEMBEMI AT
A ERTTHELR o

BAERRERE

RBERRZAKERNERRE
BREREZBHSTAT

30 June 31 December

2012 2011

20125 20114

6H30H 12H31H

HK$’000 HK$'000

TET FAE T

(Unaudited) (Audited)

(REBE&R) (f&&%)

Within 3 months =®ARA 1,479,721 1,288,808
3to 12 months —BAZE+=EAN 370,594 263,213
1 to 2 years —FEMFNRN 5,892 5,972
Over 2 years 1B 1B R 476 715
1,856,683 1,558,708

The accounts and bills payables are non-interesting-bearing
and are normally settled in one to three months and one to
six months, respectively.

At 30 June 2012, certain of the Group’s bills payable were
secured by the Group’s bank deposits amounting to
HK$534,000 (2011: HK$21,415,000).

14. SHARE CAPITAL
Share options

During the period, 1,883,000 share options were exercised
for 1,883,000 shares of the Company of HK$0.1 each at an
exercise price of HK$4.952 per share.

15. OPERATING LEASE ARRANGEMENTS

The Group leases certain of its office properties under
operating lease arrangements. Leases for properties are
negotiated for terms ranging from one to ten years.
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15.

ENERLRZB/TER  —RKRH
NHEBOBA—E=EAK—ER
@A -

MR201266A30H » "EEE TFE
NEE B AL ERTT7534,000/%8
70 (20114 : 21,415,000/ 7T) #17
AR o

B
B8 B

BRIy -+ 1,883,000 19 BE AR #E B JET
- DIRTTEEFRRL.952 BTR
51,883,000 &~ 2 R FRMEEO. 1
BT Z R e

REMWRH

AEEREBELEANVTHERET
WAEYE - WEHEOEHE2E
HAR1Z10F1T% -
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20126 A30H

15. OPERATING LEASE ARRANGEMENTS 15.

(Continued)

At the end of the reporting period, the Group had total future
minimum lease payments under non-cancellable operating
leases falling due as follows:

KREHFNZH »)

RIS R - AR BRI T
EERNER 2 A B ERS e
0

30 June 31 December

2012 2011

201245 20114

6H30H 12A31H

HK$’000 HK$’000

TET FAB T

(Unaudited) (Audited)

(RIBEXR) (B E=Z)

Within one year —FNRN 98,999 61,068
In the second to fifth years, E_FERF

inclusive BIEERME 91,357 50,371

After five years AF1E 69,545 73,440

259,901 184,879

16. CAPITAL COMMITMENTS 16. EARKIE

In addition to the operating lease commitments detailed in
note 15 above, the Group had the following capital
commitments at the end of the reporting period:

e N T

Property, plant and equipment:

% b XTSRS SR AR
5N+ KB E R B 2 B AR
mT

30 June

2012
20125
6H30H

31 December
2011

20114
12H31H
HK$'000
FHET
(Audited)
(&%)

HK$’000
FHET
(Unaudited)
(REER)

Authorised, but not contracted for BEREERETL 10,327 13,403
Contracted, but not provided for SHEEE 283,874 139,901
294,201 153,304

17. CONTINGENT LIABILITIES 17. KAEE

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

BRIA RS RAAR & R HIRI IS BRI R 7 A
BRI - NG RN K E L EAE
MERKREIE -
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18. RELATED PARTY TRANSACTIONS 18. BEALXRS

(a)  Apart from the transactions and balances disclosed (@) BEBER A T E
elsewhere in the financial information, the Group had ZRGRERIN  KEER
the following material transactions with related parties HANEREA T HEITZER
during the period: RSWT :

For the six months ended 30 June
HZEZ6H30HLIEAEA

2012 2011

20124

HK$'000
TAT
(Unaudited)
(REEEZ)

20114
HK$’000
FABTT
(Unaudited)
(REERZ)

Transactions with HL[E R B A A
fellow subsidiaries: ZR5
Sales of goods HEE M (i) 1,093 42,373
Purchases of goods BEEM (i) 3,341,838 3,547,715
Service fee income AR5 & A (i) - 9,801
Rental expenses Hed (i) 15,105 7,472
Interest expenses FEZH (ii) 5,895 81
Transactions with the E‘-ﬁa*fﬂ?“ /NG
ultimate holding company: R
Sales of goods ﬁﬁ%%’iu‘:’u (i) 4,706 -
Purchases of goods BEER (i) 62,837 -
Rental expenses Hed (i) = 358
Transactions with associates: H2Hf & 2 &) 2 22 5
Sales of goods SHEEMm (i) 9,252 11,484
Purchases of goods BEEEm (i) 1,034,159 838,158
Transactions with related EZRFE QAT 22 5"
companies®: )
Sales of goods HEE M (i) 1,532 10,096
Purchases of goods BEEM (i) 1,331,193 1,267,537

# Related companies are companies under # ! %AT?%x$EIF
significant influence by the Group’s ultimate IR RRIERFEZ
holding company. na] e

Notes: 3T -

0) These transactions were carried out in accordance (i) ZERGTERIEBEE S
with terms and conditions mutually agreed by both BHERTE 2GR R AGEE
parties. T ©

(ii) Interest expenses arose from the loans from COFCO (ii) ZEMBRIEERH

Finance Corporation Limited (“COFCO Finance”),
a wholly-owned subsidiary of COFCO, which are
unsecured and bear interest at rates ranging from
5.85% to 6.1% (six months ended 30 June 2011:
4.59%) per annum.
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H

18. RELATED PARTY TRANSACTIONS

(Continued)

(b)

(c)

Transaction with a related party

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

Commitments with related parties

(M)

(ii)

On 1 August 2011, a subsidiary of the Group
entered into a three-year agreement ending
30 October 2014 with COFCO Plaza
Development Co., Ltd., a subsidiary of
COFCO, to lease properties as its office. The
amount of total rental expenses paid/payable
to COFCO Plaza Development Co., Ltd. for the
period is included in note 18(a) to the
condensed consolidated interim financial
information. The Group expects total rental
expenses payable to COFCO Plaza
Development Co., Ltd. from July 2012 to
October 2014 to be approximately
HK$19,904,000.

On 19 January 2012, a subsidiary of the
Group entered into a two-year agreement
ending 31 December 2013 with Bapton
Company Limited, a subsidiary of COFCO, to
lease properties as its office. The amount of
total rental expenses paid/payable to Bapton
Company Limited for the period is included
in note 18(a) to the condensed consolidated
interim financial information. The Group
expects total rental expenses payable to
Bapton Company Limited from July 2012 to
December 2013 to be approximately
HK$2,590,000.

18. BBEAXLXRE @

H-FZHEALZXRS

RIBAKEZKHEQBES
BEBEY 2F TR
@ ARBEERBRFA
- AREBERMERE
RETES mAHAEE
HRZBFRERETES
BE R -

BRRAE A+ 2 HFE

(i) M201148A1H - K
SENBARRBE
SENMBLRTRE
ESERABR QA5
HEMERER/ERA
AR =F 21
& % IEEE2014
F10HA308 EI87 - HA
NER R TIEE
BERARRAZLE
HeX RN ERES
O B 7% B R RE
18(a)AFIRR - AEH
TEH] - B20124F7 A
2201410 A IEFETT
FRESERARA
Az HBR
#919,904,000% 7T °

(b)

(c)

(ii) R2012F 1A 198 -
75 E fff BB A /) e e
EEENKE QA
Bapton Company
Limited st &1
BEBRNER N AH
ME 2 - & i
B ZE2013F12A31
HEH - IREA,
J& f<tBapton Company
Limited 2 #8718 & ¥ )
RS ER4R & o BRRT 75
BRI EE18(a)N T
BR - NEBETER - B
2012 7R &£2013%F
12 A I FEfBapton
Company Limited 2 42
HeZH# ALY
2,590,000/ 7t °
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18. RELATED PARTY TRANSACTIONS

18. BAEAXLXRE ®

(Continued)

(d) Outstanding balances with related parties (d BEALIREAEEHERQ
and non-controlling shareholders of the MZHFERBRZKEER
Group’s subsidiaries and other borrowings HREREMER
Except for the other borrowings of HK$1,471,994,000 & R fE BT TSR 201246 A 30
(2011: HK$55,508,000) from COFCO Finance as at B2z A EF1,471,994,000
30 June 2012, which are unsecured, bear interests 7T (20114 : 55,508,000
at rates ranging from 5.85% to 6.1% (2011: 6.1%) BT BERE  REBNT
per annum and are repayable within one year from 5.85[E%6.1[E (20114 : 6.1
the end of the reporting period, the Group’s balances [B) 5t 2 RZAR IR E HRE—
with its holding companies, fellow subsidiaries, and FABEN  NEEZERA
their associates and non-controlling shareholders of Al ARMBARIEKEEZ
the Group’s subsidiaries are unsecured, interest-free e RNa R ANEBENE AR
and have no fixed terms of repayment. IR AR R 2 B SRERERTY

MR B NEETER
H o

(e) Compensation of key management personnel (e) AEEFXFEEEEAEZ

of the Group #
For the six months ended 30 June
B Z6H30H AR
2012 2011
20124 20114
HK$’000 HK$’000
FBT T T
(Unaudited) (Unaudited)
(REEXR) (RIE&EZ)
Short term employee benefits MEEBEET 5,745 4,425
Equity-settled share option IR A4 H
expense B AR R B 2 1,154 1,123
Pension scheme contributions R RET & 5k 38 201
Total compensation paid to NTFEEEEREAE
key management personnel Y ek 6,937 5,749
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18.

19.

RELATED PARTY TRANSACTIONS
(Continued)

(f) Transactions and balances with other state-
owned enterprises

The Group operates in an economic environment
predominated by enterprises directly or indirectly
owned or controlled by the PRC government through
its numerous authorities, affiliates or other
organisations (collectively “State-owned
Enterprises”). During the period, the Group entered
into extensive transactions covering, but not limited
to, sales of goods, purchases of raw materials,
property, plant and equipment and other assets,
receiving of services, and making deposits and
borrowings with certain State-owned Enterprises,
other than COFCO and its affiliates, at terms
comparable to those with non-state-owned
enterprises. The directors consider that transactions
with those State-owned Enterprises were entered into
in the ordinary and usual course of business of the
Group, and that dealings of the Group have not been
significantly or unduly affected by the fact that the
Group and those State-owned Enterprises are
ultimately controlled or owned by the PRC
government. The Group has also established pricing
policies for products and services, and such policies
do not depend on whether or not the customers are
State-owned Enterprises.

FAIR VALUE AND FAIR VALUE
HIERARCHY

As at 30 June 2012 and 31 December 2011, the carrying
amounts of the Group’s financial instruments approximate
to their fair values.

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

Fair value hierarchy

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

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

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

18. BAEALXRE #®

(H BEUBRFEEEZRZR

AEER—ERFEBAE
EUMZBBHESHKER -
BEARNEMEERANK
EHlc X (REIEA G
XD REIZBBERREFL
2o B - AEREERRT R
SENEBBARNIINZE
TEELXZILIIFBALE
BEZGFFTLZERS
BREETRRNEEER &
BRE - WEYME  BEK
REREMEE - EEURS
ARIFRRAER - EEER
o BZERAREETL
RZUBRIET R EEBB
RET XK NEBEZZ
ERXFUWERNAEE L ZF
BB 1 5 i B BT S A4
HREAMERILEAL TR
TR AKENHIERBE
an K Bk %% 2 FEBIRER - MaXk
EFRRTERTEFRELE
BMERRMEIE

19. X FERAFERBR

R2012%6 A30H 2011412731
B AEESRTAZERMESRE
N EMRA -

TREENBBEZAFENAZIA
KBRS (MIERENE R H
BEMRS T ZARSERAK -

DFERER

AEBEFERAATEREELKES
MITEZRAFE:

£—F: RASAEXBMHERE
B85 2 W E GRS
%) E 2 ATE

FE: REERDLDFAEZAF
B MZxFHEERDZ
PrE@m A BERKHEE
RUBESRE  XHE
AERFEEBEAY
@
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2012%6 A30H
19. FAIR VALUE AND FAIR VALUE 19. A ERQAFERBH @

HIERARCHY (continued)

Fair value hierarchy (Continued) AFEEHR (&)

Level 3: fair values measured based on valuation E=E: %ﬁ1ﬁf§j§§‘;+:§t‘z/;$
techniques for which any inputs which have a (=l ;ﬁﬁgﬁfﬁf\ﬁﬁfﬁgfﬁ
significant effect on the recorded fair value are ﬁiﬁu?\@iﬁﬂﬁﬁfxﬂ%ﬁ%
not based on observable market data mi%fﬂ)i(fijgﬂ%ﬁ)\
(unobservable inputs) B EL  THEARA

FTEAFERTE

Assets measured at fair value: BAFEFIEZEE :

Group rEE

As at 30 June 2012 M201266H30H

Level 1 Level 2 Level 3 Total
2= == E=[E st
HK$’000 HK$’000 HK$’000 HK$’000

FHE T THExT FE T FE T
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REER) (REBER) CREEZER) REER)

Equity investments
at fair value through BAVER AER
profit or loss ZHERIE 14,822 = = 14,822

As at 31 December 2011 MR20114F12H31H

Level 1 Level 2 Level 3 Total
£ E=/E E=E st
HK$’000 HK$’000 HK$’000 HK$’000

FAT FH&T FABTT T
(Audited) (Audited) (Audited) (Audited)
(1 EZ) (FEE%) (FEE%) (FEE%)

Equity investments
at fair value through 2 QA FEFFAEZR

profit or loss ZRERRE 15,016 - - 15,016
20. APPROVAL OF THE CONDENSED 20. HHREFRETHHEERZ
CONSOLIDATED INTERIM FINANCIAL #tE
INFORMATION
The condensed consolidated interim financial information ZEERLRE P HY S E R 2012
was approved and authorised for issue by the Board on FEAHKET R ERKET
29 August 2012. %o
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