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CORPORATE PROFILE

China Foods Limited (“China Foods” or the “Company”
and together with its subsidiaries, the “Group”) a
subsidiary of COFCO Corporation (“COFCQ”) and the only
focused beverage platform of COFCO and listed on the
main board of The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) (Stock Code: 506).

The Company mainly manufactures, distributes, markets
and sells the Coca-Cola series products at 19 provincial-
level administrative regions in the PRC through COFCO
Coca-Cola Beverages Limited (“CCBL"), a 65%-owned
joint-venture with The Coca-Cola Company. CCBL offers
eighteen brands of products in nine major types of
beverages which includes sparkling drink, juice, milk
drink, water, enhanced water, coffee, ready-to-drink tea,
energy drink and plant-based protein drink.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Current status

In 2017, China Foods disposed of the consumer-pack edible
oil and other kitchen food products businesses and then
the wine and other non-beverage businesses. Currently,
China Foods only focuses on its beverage business through
its control and operation of CCBL, which is Coca-Cola’s fifth
largest global bottling partner.

After completing the restructuring of Coca-Cola businesses
in China in April 2017, the exclusive franchise right to
manufacture, market and distribute products under the
Coca-Cola series of the Company was expanded to a total
of 19 provincial-level administrative regions. These include
Heilongjiang, Jilin, Liaoning, Inner Mongolia, Hebei, Beijing,
Tianjin, Shanxi, Shandong, Shaanxi, Gansu, Ningxia,
Qinghai, Tibet, Xinjiang, Sichuan, Chongging, Guizhou and
Hunan, covering 81% of mainland China’s territory and
51% of its population. The Company provides consumers
with nine major types of beverages, namely sparkling drinks,
juices, milk drinks, water, enhanced water, coffee, ready-
to-drink tea, energy drinks and plant-based protein drinks,
under 18 brands.

As of June 2018, we have more than 10 thousands
salespeople serving millions customers. Our marketing
network has reached 100% of the cities, 100% of the
counties and over 60% towns within our operating regions,
representing more than half of all retail points in the region.
The sales of controllable distribution accounted for majority
of total sales.
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Development strategy

As the only focused beverage business within the COFCO
group, and following The Coca-Cola Company’s strategy for
the development of a total beverage business with “Quality
Improvement and Efficiency Enhancement, Achieving
Innovation and Win-win Results”, in 2018 China Foods will
follow the industrial development trend of meeting consumer
demand, boosting market status and shareholder returns,
and striving to become a world-class bottler. Specific
strategies are as follows:

° Quality system: Demonstrate a firm commitment to
food safety, quality, and full compliance with quality
standards required by the government, COFCO and
The Coca-Cola Company. Implement a tracking
system and enhancement mechanism to become a
safe and environmental-friendly enterprise.

° Product structure: Continue to optimise and diversify
the product structure to offer appealing, high
quality beverages that bring consumers enjoyment,
refreshment, health and energy.

o Sales and distribution network: Provide sustainable
and stable high-quality customer services in
its operating regions, with the most extensive
geographical coverage to support the growing number
of customers and their robust business activities, so as
to maintain high growth in sales revenue. Meanwhile
continue to improve the distribution efficiency and
reduce the distribution cost of each unit case;
constantly improve the productivity and adaptability
of the network; and expand new sales channels
based on consumption trends and retail industry
developments.

o Best benefits: Maintain the Group’s continuing profit
growth by achieving higher than average growth for
the system; continuously increase the net cash flows
generated from operating and investment activities,
exceeding the system’s average profit growth and
return on equity, and create returns for society via
tax contributions, employment opportunities and
charitable activities; share the enterprise’s success
with employees through the simultaneous realisation
of individual value and enterprise development.
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MANAGEMENT DISCUSSION AND ANALYSIS
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° Team building: Employees are integrated into a highly
efficient, interactive team under a corporate culture
that stresses honesty, dedicated professionalism,
professional development, innovation and responsibility,
and are recognised and appreciated by other bottlers
in the system, the industry, our business partners and
shareholders and gained their respect.

Industrial environment

Based on the statistics from the National Bureau of Statistics
of the PRC, China’s GDP achieved a year-on-year growth of
6.8% in the first half of 2018. The national economy was
stable on the whole.

With the economy’s stable development and the growth and
upgrading of consumer demand, the sales volume of non-
alcoholic ready-to-drink industry accelerated to high single
digit in the first half of 2018 compared to the same period
last year driven by Sparkling and emerging categories.

According to data released by Nielsen, China Foods
maintained its leading position in the industry and the
regions in which it operates. The total sales volume and
market share by value of sparkling drinks, juices, bottled
water, milk drinks and enhanced water reached 24.3% and
21% respectively. Sparkling drinks and juices continued to
maintain a leading position with a year-on-year growth of
31% and 10% in sales volume.
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REVIEW OF RESULTS

Below is a summary comparison of the beverage business’s
2018 and 2017 interim results:

Revenue A

Sales volume growth rate HEEMNBE DL

Percentage point decrease EFETEE D

of gross profit margin

MANAGEMENT DISCUSSION AND ANALYSIS
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For the six
months ended
30 June 2017

HE2017F
6 H30H Ik
ANMEA ~MEA

(RMB million) (RMB million)
(AR¥EBEBR) (ARBBEET)

For the six
months ended
30 June 2018

BZ20184F
6 H30H1E

Change

8,697.8 6,669.2 +30.4%

+26.7%

-0.9 ppt
0.9 187" 5

In the first half of 2018, China Foods achieved growth of
26.7% in sales volume and 30.4% in revenue compared
with the same period last year, with revenue growth
surpassing sales volume growth. The gross profit margin
declined by 0.9 percentage point due to the rise in the cost
of bulk raw materials. With the gradual gains in efficiency
from the business integration following the merger and
acquisitions, and restructuring, the profit margin before
tax of newly acquired bottlers improved significantly. China
Foods’ beverage business has maintained a solid pace of
development in terms of the total volume and structure with
significant synergistic effect from the regional consolidation.

China Foods tightly controls various fees and expenses
with an effective budget management system. In the first
half of 2018, the overall expense ratio decreased by 1.99
percentage points, or 0.94 of a percentage point in organic
terms. Meanwhile, the Company focused on management
of capital expenditures and operating cash flow to gradually
reduce finance costs. The operating profit margin was higher
than that of the same period last year.
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Business development by beverage category was as follows:
Sparkling drinks

While maintaining the stable development of its core
brands, China Foods also promoted new products with a
higher gross profit, which brought sustainable development
opportunities for sparkling drinks. Among the core brands,
Coca-Cola has led the market with the launch of summer
promotion campaigns from “Nickname Bottle”, “Lyric
Bottle”, “Lines Bottle”, “Code Bottle” to “Bracelet Bottle”
in 2018. With these campaigns, Coca-Cola closely followed
current hotspots in beverage consumption and at the
fashionable trend. Sprite’s collaboration with the popular
“King of Glory” mobile game and The Avengers movie of
Marvel included the depiction of game and movie characters
on product packaging, increasing its appeal among younger
consumers. To meet consumer health trends, we upgraded
product packaging and introduced sleek can products and
improved the proportion of sugar-free series products in the
sparkling category. Building on the success of “Coca-Cola
Zero” and “Sprite Zero”, we introduced “Sprite Fiber +”,
which has maintained a high reorder rate since its debut
in March. The sales volume of sugar-free series products
increased 84% year-on-year in the first half of 2018.

In the first half of 2018, the market share by value for
sparkling products in our operating regions increased by 0.2
of a percentage point.
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Juices

The Company continued to strengthen the distribution of
new-generation Flower series products. It initiated the Spy
Bottle campaign in 2018 and held themed roadshows with
free drinks for consumers, thus significantly increasing the
frequency of product consumption. Through sponsorship
of the “Ultimate Challenge”, a popular TV variety show,
and cooperation with popular IP dramas, the Company
enhanced audience recognition of its “Minute Maid Triple
Fruit and Flower” series products and influenced consumer
preferences. For retail execution, the Company increased
the number of customers for the display of juice rainbow
and reinforced the promotion of juice products through
catering channels to further encourage the purchasing
pattern of consumers.

MANAGEMENT DISCUSSION AND ANALYSIS
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MANAGEMENT DISCUSSION AND ANALYSIS
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Water

Leveraging on market demand for water products, and
separate from the Ice Dew positioned at the RMB1 water
market, the Company launched Chun Yue water at the
RMB2 price point and explored domestic and overseas
source water in order to enter the medium-and high-end
water industry. We introduced the new “Chun Yue Shenxian
Water” in June 2018 in original, lime and cucumber
flavors. Containing no sugar or calories, these products can
provide 28% of the recommended daily dietary fiber intake
for adults, and satisfy the demands of newly dominant
consumer groups in cities.

Energy drinks

“Monster (&/T\) energy drink” was launched across our
operating regions in 2017. Precisely targeted marketing
helped the product achieve a steady rate of development.
On 1 June 2018 Monster initiated an award-winning
national uncapping campaign that will run to the end of the
year. Monster was also integrated as a prop in the popular
Player Unknown’s Battlegrounds game. The Company
used the same theme for in-store displays and promotions
to consolidate online and offline marketing. Finally,
Monster enhanced its cooperation with petrol stations and
gymnasiums to increase its distribution through special
target channels.

CHINA FOODS LIMITED INTERIM REPORT 2018
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Ready-to-drink teas

In May 2018, the Company introduced “Yo! Tea”, a western
tea drink in fruit flavors including black tea with iced
kumquat, black tea with blended berry, and green tea with
apple and kiwi. Each is available in 480ml plastic bottles
and 480ml cans. The product package design integrates
fashion elements and conducts deep interaction with
consumers through the three different hand gestures. It also
incorporates short videos, close-ups and other interactions
through multimedia in its marketing campaign to emphasize
the products’ hip-hop style for young consumers.

MANAGEMENT DISCUSSION AND ANALYSIS
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MANAGEMENT DISCUSSION AND ANALYSIS
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Coffee drinks

In May 2018, GEORGIA launched two new products, the
rich aroma American coffee and mellow latte flavor. With
improved formula, the products brought new tastes to
consumers who are further attracted by the unique high-
end coffee cup packaging. As of June, their sales volume is
better than expected.

Outlook

In the second half of 2018, China’s economy and beverage
industry are expected to maintain stable growth. Despite the
cost pressures arising from the rising costs of raw materials,
the benefits of regional integration and scale derived from
platform upgrading will continue to increase. China Foods
will continue to upgrade its products and promote the
launch of new products such as “Cola Fiber +”, “Fanta
Zero” and high-end source water. While promoting sales
volume and revenue growth, the Company will further
enhance its management of costs and fees to guarantee a
stable gross profit margin and operating profit margin.
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FINANCIAL REVIEW

The primary economic environment for the Group entities
is Mainland China. It is Renminbi (“RMB”) that mostly
influences the performance of the Group entities and the
underlying transactions, events and conditions relevant to
the Group entities. Accordingly, the functional currency of
the Company has been changed from Hong Kong Dollar
(“HKD") into RMB.

The presentation currency of the condensed consolidated
financial statements is changed from HKD to RMB in the
current year, comparative figures have been re-presented in
RMB.

REVENUE

Sales volume growth amounted to 26.7% while revenue
growth reached 30.4%, mainly attributable to the stable
results from existing bottling plants, together with the
contribution of newly acquired bottling plants after the
refranchising project completed in April 2017.

GROSS PROFIT MARGIN

The overall gross profit margin from continuing operation
decreased by 0.9 percentage point mainly due to the
market competition and continued rise in the price of
international commodities and raw material prices (apart
from sugar), though we lowered manufacturing costs per
unit by leveraging on the advantages from the use of new
equipment for production and strengthening the vertical
integration of the supply chain.

OTHER INCOME AND GAINS

One-off gains on disposal of certain subsidiaries, equity
interests in associates and available-for-sale investment of
approximately RMB1,560 million in aggregate were recorded
in the first half of 2017, which was in relation to the
disposals of equity interests in certain bottling plants in the
refranchising project. No material change in other income
and gains after excluding the one-off gains mention above.
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DISTRIBUTION AND SELLING EXPENSES
RATIO/ADMINISTRATIVE EXPENSES
RATIO

Distribution and selling expenses ratio of continuing
operations dropped slightly by 0.3 percentage point, was
mainly attributable to the improved efficiencies brought by
supply chain optimization through regional integration.

Significant one-off professional fees related to the
refranchising project were recorded in the corresponding
interim results for 2017. The administrative expenses ratio of
continuing operations decreased by 1.6 percentage points
was mainly due to the decrease in professional fees and
gradual gains in efficiency from the business integration in
current period.

FINANCE COSTS

Finance costs were comparable to the corresponding interim
results for 2017.

INCOME TAX EXPENSES

Significant income tax expense related to the gain on
disposal of certain subsidiaries, equity interests in associates
and available-for-sale investments of the beverage business
as part of the refranchising project was recorded in the
corresponding interim results for 2017. Income tax expenses
increased in line with profit without considering the above
mentioned impact.

LIQUIDITY AND FINANCIAL RESOURCES

The Company’s treasury function operates as a centralised
service for:

° Reallocating financial resources within the Group;
° Procuring cost-efficient funding;

° Managing financial risks, including interest rate and
foreign exchange rate risks; and

° Targeting yield enhancement opportunities.
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The treasury function regularly and closely monitors its
overall cash and debt positions, reviews its funding costs
and maturity profiles to facilitate timely refinancing. Cash
pooling is applied in Mainland China for more efficient
utilisation of cash. Also, the treasury function formulated
financial risk management procedures, which are subject to
periodic review by the senior management of the Company.

In the condensed consolidated statement of financial
position as at 30 June 2018, the Group’s unpledged cash
and cash equivalents totaled approximately RMB487 million
(31 December 2017: approximately RMB832 million). Net
current liabilities were approximately RMB1,905 million (31
December 2017: approximately RMB1,457 million).

Having considered the (i) forecast cash flow from operating
activities of continuing operation, (ii) existing financial
resources and gearing level of the Group, and (iii) existing
banking facilities available to the Group, the directors believe
that the Group’s financial resources are sufficient to fund its
debt payments, day-to-day operations, contracted capital
expenditures as at 30 June 2018.

CAPITAL STRUCTURE

As at and for the six months period ended 30 June
2018, the total number of issued shares of the Company
remained unchanged at 2,797,223,396. In the condensed
consolidated statement of financial position as at 30 June
2018, the Group had interest-bearing bank borrowings
of approximately RMB1,757 million (31 December 2017:
approximately RMB1,757 million).

As at 30 June 2018 and 31 December 2017, all bank and
other borrowings were denominated in Renminbi, carried at
annual interest rate, floating in nature, at the rate of 4.28%
and will be repayable on or before 2020.

As at 30 June 2018, net assets attributable to owners
of the parent were approximately RMB4,154 million (31
December 2017: approximately RMB3,957 million) and net
borrowing position of the Group (interest-bearing bank and
other borrowings less unpledged cash and cash equivalents)
was approximately RMB1,270 million (31 December 2017:
approximately RMB925 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 31%
(31 December 2017: approximately 23%).

MANAGEMENT DISCUSSION AND ANALYSIS
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MANAGEMENT DISCUSSION AND ANALYSIS
EEEmT

N

CONTINGENT LIABILITIES AND ASSETS
PLEDGED

As at 30 June 2018, the Group has no significant contingent
liabilities nor assets pledged (other than certain bills
payable) (31 December 2017: Nil).

FOREIGN EXCHANGE MANAGEMENT

Majority of monetary assets, monetary liabilities and
transactions of the Group were principally denominated
in Renminbi and recorded in the books of subsidiaries
operating in Mainland China (functional currency as
Renminbi). In respect of interest-bearing borrowings as
at 30 June 2018, all interest-bearing borrowings were
denominated in Renminbi and recorded in the books of the
subsidiaries operating in Mainland China.

Although the Group has not used any financial instruments
for hedging purposes, the treasury function actively and
closely monitors foreign exchange rate risk exposure. The
foreign exchange risk exposure is not significant.

HUMAN RESOURCES

As at 30 June 2018, the Group employed 19,686 staff
in Mainland China and Hong Kong (31 December 2017:
20,293). 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
pension insurance, medical insurance, employment injury
insurance, unemployment insurance, maternity insurance
and housing fund contributions in compliance with the
requirements of the laws of China.

Besides, the Group also encourages employee participation
in continuing training programmes, seminars and
e-learning courses, through which will enhance their career
development and technical skills for tapping individual
potentials.

CHINA FOODS LIMITED INTERIM REPORT 2018
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CHANGE IN THE STRUCTURE OF THE
GROUP

In February 2018, COFCO Coca-Cola Huazhong Beverages
Limited and Hunan COFCO Coca-Cola Beverages Company
Limited, two indirect wholly-owned subsidiaries of CCBL,
completed the merger by absorption. After the merger,
COFCO Coca-Cola Huazhong Beverages Limited took over
all the assets and liabilities of Hunan COFCO Coca-Cola
Beverages Company Limited, and its registered capital
increased from RMB78,000,000 to RMB144,400,000. In
addition, Hunan COFCO Coca-Cola Beverages Company
Limited has also completed the cancellation of registration.

Hong Kong, 28 August 2018

MANAGEMENT DISCUSSION AND ANALYSIS
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CORPORATE GOVERNANCE HIGHLIGHTS AND OTHER INFORMATION
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DIRECTORS’ INTERESTS AND
SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES

As at 30 June 2018, none of the directors of the Company
(the “Director(s)”) or their associates has any interest in the
shares, underlying shares and debentures of the Company
or any of its associated corporations (within the meaning
of Part XV of the Securities and Futures Ordinance (Cap.
571 of the Laws of Hong Kong) (the “SFQ”)) which will
have to be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests or short positions which any Director is
deemed or taken to be under such provisions of the SFO),
or which are required, pursuant to section 352 of the SFO,
to be entered in the register to be kept by the Company or
which are required to be notified to the Company and the
Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Companies contained in
the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”).

SUBSTANTIAL SHAREHOLDERS' AND
OTHER PERSONS’ INTERESTS AND
SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES

As at 30 June 2018, the interests and short positions of
substantial shareholders in the shares and underlying shares
of the Company as notified to the Company under Divisions
2 and 3 of Part XV of the SFO; or as recorded in the register
of interests of the Company required to be kept under
Section 336 of the SFO, were as follows:

CHINA FOODS LIMITED INTERIM REPORT 2018
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CORPORATE GOVERNANCE HIGHLIGHTS AND OTHER INFORMATION
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Aggregate long positions in the shares and
underlying shares of the Company

RARBRG REERSD 2 FRABH

Number of shares held (Note 1)

FrsROEE (Aat1)
Directly Through Approximate
Name of beneficially controlled percentage of
substantial shareholder owned corporations issued shares
ZEB HERTRG
TERRER EEERES SEEE BN A D
(Note 2)
(HfsE2)
China Foods (Holdings) Limited 2,072,688,331 - 2,072,688,331 74.10%
hERm(ER) BRAA
COFCO (Hong Kong) Limited - 2,072,688,331 2,072,688,331 74.10%
HIREE (BB BRAA (Note 3)
(B15t3)
COFCO - 2,072,688,331 2,072,688,331 74.10%
Hig (Note 4)
(Kt 4)
Notes: BaE
1. Long positions in the shares of the Company, other than 1. EABRM ZIFA (ERPTET BN fE - 2SR

equity derivatives such as share options, warrants or
convertible bonds.

2. The percentages were calculated based on the total
number of shares of the Company in issue as at 30 June
2018, i.e. 2,797,223,396 shares.

3. COFCO (Hong Kong) Limited (“COFCO (HK)") was deemed
to be interested in 2,072,688,331 shares held by China
Foods (Holdings) Limited which was a wholly-owned
subsidiary of COFCO (HK).

4. COFCO was deemed to be interested in 2,072,688,331
shares held by China Foods (Holdings) Limited and COFCO
(HK) which were wholly-owned subsidiaries of COFCO.

Save as disclosed herein, as at 30 June 2018, the Directors
were not aware of substantial shareholders and other
persons who had interests or short positions in the shares or
underlying shares of the Company.

HARESERIN)

2. B TREARATIR 201846 A30 A 2 B BT ) 4281
(BN2,797,223,396 P& ) 51 & -

3. FREEEBBRARTHEEEDHEEARPRER
(2R BRAR(ATREENZEWBAR) ATiE
2,072,688,331 BEAX (D R A HEas o

4 HEERARTERS(RR)ARATRTEESE (95
FIEHZENBAR) TiTs $£2,072,688,331 R A7+ #
B -

BRAREREEIN - M2018F6 A30R » EFWTAAEE
ZRREEMALTRAR RN AR A 2
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CORPORATE GOVERNANCE HIGHLIGHTS AND OTHER INFORMATION
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SHARE OPTION SCHEME

The share option scheme adopted by the Company on 21
November 2006 (the “Share Option Scheme”) expired on
20 November 2016 and all share options granted under
the Share Option Scheme had been lapsed. Currently, the
Company has not adopted any new share option scheme.

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 six months period ended 30 June 2018.

CORPORATE GOVERNANCE CODE

The Company has applied the principles and complied with
all the code provisions of the Corporate Governance Code as
set out in Appendix 14 to the Listing Rules throughout the
six months ended 30 June 2018.

SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model
Code”) contained in Appendix 10 to the Listing Rules as its
code of conduct regarding directors’ securities transactions.
Following specific enquiries by the Company, all directors
of the Company confirmed that they have complied with the
required standards set out in the Model Code throughout the
six months ended 30 June 2018.

UPDATES ON DIRECTORS’ INFORMATION

At the annual general meeting of the Company held on 1
June 2018, an ordinary resolution was passed to elect Mr.
Shen Peng as executive director. Please refer to Appendix
1 to the Company’s circular dated 26 April 2018 for his
biography and other information.

REVIEW OF INTERIM RESULTS

The unaudited condensed consolidated interim financial
information of the Group for the period has been reviewed
by the Audit Committee of the Board.

INTERIM DIVIDEND

The Board did not declare the payment of an interim
dividend for the interim period (30 June 2017: Nil).

CHINA FOODS LIMITED INTERIM REPORT 2018
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REPORT ON REVIEW OF CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

ARG S IR R EFARE

/
s

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

Deloitte
Fee]

INTRODUCTION

We have reviewed the condensed consolidated financial
statements of China Foods Limited (the “Company”) and
its subsidiaries (collectively referred to as the “Group”) set
out on pages 23 to 68, which comprises the condensed
consolidated statement of financial position as of 30 June
2018 and the related condensed consolidated statement
of profit or loss, 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
certain explanatory notes. The Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited
require the preparation of a report on interim financial
information to be in compliance with the relevant provisions
thereof and Hong Kong Accounting Standard 34 “Interim
Financial Reporting” (“HKAS 34”) issued by the Hong Kong
Institute of Certified Public Accountants. The directors
of the Company are responsible for the preparation and
presentation of these condensed consolidated financial
statements in accordance with HKAS 34. Our responsibility
is to express a conclusion on these condensed consolidated
financial statements based on our review, and to report our
conclusion solely to you, as a body, in accordance with our
agreed terms of engagement, and for no other purpose. We
do not assume responsibility towards or accept liability to
any other person for the contents of this report.

SCOPE OF REVIEW

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

RGN BRRENRE

N\’

CONCLUSION

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

Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong
28 August 2018
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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS

HRGERERR

For the six months ended 30 June 201
HZE 201846 A30H I/

For the six months ended 30 June

HZ6H30H1LAMEA
2018 2017
20185 2017 F
RMB’000 RMB'000
ARET T ARET T
(Unaudited) (Unaudited)
(REER) (REER)
(Restated)
(&%)
Continuing operation RELEEK
Revenue WA 4A 8,697,780 6,669,205
Cost of sales HEMA (5,650,173) (4,278,063)
Gross profit 5 3,047,607 2,391,142
Other income and gains HiBA Rz 5 129,666 1,666,186
Distribution and selling expenses AERHEES (2,361,234) (1,827,682)
Administrative expenses TEE (215,393) (272,518)
Other expenses and losses Hih s b R EiE (15,375) (2,385)
Finance costs BHERA 6 (37,117) (36,541)
Share of profit of associates FE(REEE N EIRF 28,671 23,291
Profit before tax from continuing operation REHECEELE BTG 576,825 1,941,493
Income tax expense PSR 7 (128,501) (503,424)
Profit for the period from continuing operation HRREBELLER 5T 448,324 1,438,069
Discontinued operations RIEREEK
Loss for the period from discontinued operations ~ EAFRISR B4R |F R4 %75 7 EiE 8 - (413,781)
Profit for the period ilsyiagil 9 448,324 1,024,288
Profit for the period attributable to: R EAE A -
Owners of the Company /NGIE 7PN 252,359 672,146
Non-controlling interests IR 195,965 352,142
448,324 1,024,288
Earnings per share BRAR 11
From continuing and discontinued operations REFELE R EEER
Basic (cents) R (%) 9.02 24.03
Diluted (cents) #E5(9) NATER N/A RN
From continuing operation REFECEER
Basic (cents) BEAR(D) 9.02 3884
Diluted (cents) #E(9) NATRER N/A g

2018 FHHizkE FERMERATE
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CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
ERREZEBARR

For the six months ended 30 June 2018
HZE2018F6 A30HIE/NEA

N

For the six months ended 30 June

HZ6H30H1LAMEA
2018 2017
20185 2017 F
RMB’000 RMB’000
ARBT R AR®T T
(Unaudited) (Unaudited)
(REER) (REER)
(GESEIE))
(&=71)
Profit for the period BAREF 448,324 1,024,288
Other comprehensive expense Efﬂ%@iﬁﬂ
ltems that may be reclassified subsequently AR ENHEEER VAR
to profit or loss:
Share of other comprehensive loss ElE—EBE R nEEER
of an associate, net of related income tax (BEMBRIBEATSH) - (929)
Other comprehensive expense for the period, HBREMZESE (BMGRHE)
net of tax - (929)
Total comprehensive income for the period HA2ERALE 448,324 1,023,359
Total comprehensive income for the period [EEEBREEKA L -
attribute to:
Owners of the Company ARRHEBA 252,359 671,542
Non-controlling interests E g 195,965 351,817
448,324 1,023,359
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
R4 SRR

N

As at 30 June 2018
R201846 A30H

30 June 2018 31 December 2017
20185 2017 &
6A30H 12A31H
RMB’000 RMB’000
AR®T T ARETT
(Unaudited) (Restated)
(REER) (&=7)
Non-current assets ERBEE
Property, plant and equipment W - BE K& 12 4,641,762 4,658,037
Investment properties REME 20,100 20,100
Prepaid lease payments B LEERIE 538,532 542,232
Prepayments for property, plantand equipment 1% - BE RRE 2 BN HE 6,865 7,389
Goodwill G 3,279,160 3,279,160
Investments in associates REE ARz RE 737,031 708,360
Deferred tax assets EEFHIBEE 320,545 271,495
9,543,995 9,486,773
Current assets REEE
Inventories FE 1,077,927 1,292,430
Accounts and bills receivables RUERRZE 13 644,364 301,393
Prepayments, deposits and other receivables BAFE - e REMEKZUE 928,272 977,172
Due from fellow subsidiaries RAEKBARIRZK 20 34,734 22,621
Due from the immediate holding company HEERARIRK 20 138 138
Due from the ultimate holding company AR R BRI 20 71 71
Due from non-controlling shareholders
of subsidiaries BB A Al FHERR AR R R X 20 647 5,081
Due from associates i NETUSE 20 26,563 9,305
Prepaid tax BT 22,244 25,146
Pledged deposits BHER 10,113 6,424
Cash and cash equivalents BeMBR+EEER 486,724 832,063
3,231,797 3,471,844

2018 FHHizkE FERMERATE
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

HR4RE MR T
As at 30 June 2018
R 201846 H30H

<

30 June 2018 31 December 2017
2018 F 2017
6A30H 12A31H
RMB’000 RMB'000
ARET R AREFTT
(Unaudited) (Restated)
(REBER) (&%)
Current liabilities nEaE
Accounts and bills payables ERRTRER 15 1,379,148 1,112,940
Other payables and accruals Hit IR E B E 2,298,778 3,094,870
Contract liabilities BHEaE 309,762 =
Borrowings fEE 14 780,000 .
Due to fellow subsidiaries REZRWBARFE 20 121,309 89,507
Due to the ultimate holding company REEIZERARFIE 20 1,336 1,336
Due to non-controlling shareholders of subsidiaries /R A Bl 7 JEZ AR AR R 008 20 9,720 17974
Due to associates REGEARIFIE 20 183,358 120,065
Tax liabilities MIEAE 53,861 492,089
5,137,272 4,928,781
Net current liabilities REEEFE (1,905,475) (1,456,937)
Total assets less current liabilities EEABERGBERE 7,638,520 8,029,336
Non-current liabilities FrRBEE
Borrowings f&E 14 976,620 1,756,620
Deferred income EEWA 207,979 210,106
Deferred tax liabilities EEFIEEE 62,869 38,193
1,247,468 2,004,919
Net assets EEFE 6,391,052 6,024,917
Capital and reserve EXREE
Share capital PR A 293,201 293,201
Share premium and reserves IR R(E K&l 3,860,836 3,663,305
Equity attributable to owners of the Company AATEE NELES 4,154,037 3,956,506
Non-controlling interests RS 2,237,015 2,068,411
Total equity EnAn 6,391,052 6,024,917
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

LE RSy Sy IETES

For the six months ended 30 June 201
HZE 201846 A30H I/

Attributable to owners of the Company

NG PN A
Employee
share-based Asset Non-
Issued Share  compensation Capital Reserve  revaluation  Retained controlling Total
capital ~ premium resenve TEServe funds reserve profits Total interests equity
5
hA&E BE
BRfkA  RMEE  EMRE  EARE fEe  EfRE  REEA B FeERER  BeAE
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
AEETR ARETR ARETR ARETn ARETn ARETn ARETn ARETn ARBTn ARET:
(Unaudited)  (Unaudited)  (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
(RE8%) (REER) (REER) (REER) (REER) (REER) (REER) (REBR) (REBR) (REER)
At 1 January 2018 RBEIALA 293,201 30,820 - 823,09 22,894 3204 2,783,291 3956506 2068411 6,024,917
Proftand tolal comprehensive  EAAFIREBZERA
income for the period - - - - - - 252359 252359 195965 448324
Final 2017 dividends declared ~~ EEE 2017 ERHRE
(note 10) (H10) - - - - - - (54828)  (54,828) - (54828
Dividends paid tonon-controling ~ EFHEA AR
shareholders of subsidiaries heka - - - - - - - - (7361)  (27,361)
At 30 June 2018 H2018%6A308 293,201 30,820 - 823,09 22,8% 3204 2980822 4154037 2237015 6,391,052
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
BRREREBBER

For the six months ended 30 June 2018
HZE2018F 6 A30H L/ AR

N

Attributable to owners of the Company

28

ADEERAEL
Employee
share-based Asset Non-
Issued Share  compensation Capital Reserve  revaluation  Retained controlling Total
capital ~ premium resenve TEServe funds reserve profits interests equity
|
et &g
BRARE  RftRE  EMEE  E%EE fife EffBE  REEH B FeRER  EREE
RMB'000  RMB'000  RMB'000  RMB'O00  RMB'000  RMB'O00  RMB'000  RMB'O00  RMB'000  RMB'000
AEETT AEMTn ARMTR ARETn ARMTR ARMTR ARETn ARMTn ARETR ARETR
(Unaudited)  (Unaudited)  (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
(RBER) (REBR) (REBHK) (REBR) (REBR) (REER)  (RE2R) (REBR) (REBR)  (RE2H)
At 1 January 2017 (Restated) ROITEIAIR(EED) 293201 30820 21239 3105117 305,382 8101 1101336  4851%  15/4719 6439915
Profitfor the period g = - - - - 672,146 672146 302142 1024088
Other compreensie expense SRAH2ERH
for the period - - = (604) = = - (604) (325) (929)
Total comprehensive SREARA/ (i)
incomef(expense) for the period. £ = - - (604) - - 672,146 671542 31817 102339
Acquistion o subsidaries (note 16)  WEEMBAF (R 16)
- - - - - - - - 166,160 166,160
Release of reserves pon REERBARR
disposal of subsidiaries BhiE - = - - (B - 28219 ; _ -
Equty-setied share opfion EntEERERS
anangements - - (1,017) - - - - (1,017) - (1,017)
Transferfrom retained profts BRERHEE
= - - - 1390 = (1,390) = = -
Contribution fom non- —NBAREER
contraling shareholders of a REfH
subsidiary - - - - - - - - 36,000 36,000
Final 2016 dvicends declared ~ BER 016 ERERS
(note 10) (310 - - - - - - (890 (8%0) - (8%
At30 June 2017 (Restated) R17E6A30R
(imE5) 293,201 30820 2022 3104513 218553 8101 177138  55067%  21286% 763491
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

HRZERERER

For the six months ended 30 June 201
HZE 201846 A30H I/

For the six months ended
BZLATHAIENEAR

30 June 2018
20184

6 H30H
RMB’000

AR¥F T
(Unaudited)
(REHER)

30 June 2017
2017 &

6 A30H
RMB’000
ARETIT
(Unaudited)
(REEZ)
(GESEIE0))
(F&E3)

OPERATING ACTIVITIES Pl =S
Profit before tax BR 7 AR F

From continuing operation REFELEERS 576,825 1,941,493

From discontinued operations PRI - (382,293)
Adjustments for: M RNFNIBEEH AR -

Finance costs RE R AR 37,117 36,706

Share of profits of associates FE(EEEE R a)m A (28,671) (23,291)

Bank interest income RITHE WA (2,161) (8,435)

Dividend income from A ERE 2 RBUA

available-for-sale investments - (44,011)
Impairment loss, net of reversal BB E R (FOBREE )

— account receivables — FEURBR K 277 73,513
Equity-settled share option expense Bt ERERS - (1,017)
Depreciation of property, M - BERRETE

plant and equipment 232,668 249,087
Amortisation of other intangible assets H A & Ao - 1,444
Gain on disposal/write-off of property, eI =N

plant and equipment Z B e 5,025 3,743
Impairment of available-for-sale A ERE 2RE

investments - 591
Impairment of goodwill EERE - 421,887
Amortisation of prepaid lease payment  JEft T FH S R IEH 3 9,573 6,112
Provision against inventories FERE 4,027 10,544
Asset related government grants & = A R A BUR 7 B (24,090) (78,395)
Gain on disposal of subsidiaries HEME QR - (805,367)
Gain on disposal of equity interests SR A R R E S

in associates - (438,1006)
Gain on disposal of available-for-sale HEHEERE K

investments - (316,845)
Foreign exchange differences VE W Z=%8 (2,044) (80,083)

808,546 567,277

2018 FHHizkE FERMERATE
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
HHGERERER

For the six months ended 30 June 2018

HZE2018F 6 A30H L/ AR

<

For the six months ended

BELUT BHIEAEA
30 June 2018 30 June 2017
2018 fF 2017 &
6 H30H 6 H30H
RMB’000 RMB’000
ARET T ARBTIT
(Unaudited) (Unaudited)
(REBERK) (REgEE=Z)
(GESEIE0))
(#eE5)
Decrease in inventories FERD 210,476 529,202
(Increase)/decrease in accounts FEWER R R R
and bills receivables (3ghm), @b (341,862) 11,157
Decrease in prepayments, AR - e RHEM
deposits and other receivables FEBGRIB R 41,641 46,877
(Increase)/decrease in amounts due from [E X B A TIRIK L), SFD
fellow subsidiaries (12,113) 23,662
Increase in an amount due from i S NG Sl
the ultimate holding company - (330)
Decrease/(increase) in amounts due M A RIS IR AR
from non-controlling R,/ (H8h0)
shareholders of subsidiaries 4,434 (837)
Increase in amounts due from associates  Bf44 /A &) /K ZE AN (17,258) (12,928)
Increase in accounts and bills payables — FE{BREFx KR Z L N 266,208 207,444
Decrease in other payables and accruals — E fth e~ 7018 & FE =+ & &R (825,671) (725,441)
Increase in contract liabilities BHEFEE N 309,762 =
Increase/(decrease) in amounts due YSEES1=NGIE¢h W AC- 20
to fellow subsidiaries 31,802 (381,154)
Increase in an amount due to IR B S IR N B IR S N
the ultimate holding company - 719
Increase in amounts due to related R B8N BRI N
companies - 329
(Decrease)/increase in amounts due to R B A 71 FEEE AR AR R
non-controlling shareholders FIECRA), /1
of subsidiaries (8,254) 1,570
Increase/(decrease) in amounts due to  RE#E A &I FIEIE I, O
associates 63,293 (59,030)
Cash generated from operations CEEBEEZIRE 531,004 208,517
Interest paid ERFE (37,117) (36,706)
Mainland China income tax paid BT B AR ETSEE (143,333) (192,103)
Net cash from operating activities BRI © /55 350,554 (20,292)
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
fBRGEReERER

For the six months ended 30 June 2018

HZE 201846 A30 HIE/~EA

For the six months ended

HBELUT BHIEAEA
30 June 2018 30 June 2017
20184 2017 4
6 A30H 6 H30H
RMB’000 RMB’000
AR%ET T ARBT T
(Unaudited) (Unaudited)
(REEER) (RE&EZ)
(GESEIE0))
(#e&E75)
INVESTING ACTIVITIES RETHZHERE
Interest received BUFIE 2,161 8,435
(Increase)/decrease in pledged deposits ~ #E3R{EFR (3EH0), S5 (3,689) 5,306
Dividends received from BT HEERE ZRE
available-for-sale investments - 44 011
Dividends received from associates BUEEE AR A - 29,146
Mainland China income tax paid on HEEBE NP BEAMETSH
investing activities (444,868) (20,400)
Proceeds from disposal of property, HEME - BE REBITERIE
plant and equipment 7,397 3,661
Purchases of property, BEWMZE  BEMXK
plant and equipment (253,540) (275,112)
Acquisition of subsidiaries W B A A - (3,122,231)
Receipt of government grants W R BT Bh 21,963 96,358
Proceeds from disposal of subsidiaries ~ H &M B A R AT{SKE - 999,881
Proceeds from disposal of equity ek kNG |
interests in associates FriSs0E - 483,571
Proceeds from disposal of HEAHNERE
available-for-sale investments Frf§ 508 - 400,017
Net cash used in investing activities HERSFAZIRE ) FRE (670,576) (1,347,357)
FINANCING ACTIVITIES BEEE
New bank borrowings g RITENK - 3,054,551
Repayments of bank borrowings EEBRITER - (1,616,253)
Dividends paid to non-controlling ElEYNSIE R S
shareholders of subsidiaries THRRE (27,361) -
Contribution from non-controlling B A R IR AR AR BR AL 5k
shareholders of subsidiaries - 36,000
Net cash (used in)/from financing mEES) (BT, FriE
activities ZHEE TR (27,361) 1,474,298
NET (DECREASE)/INCREASE IN ReRHFELSEEEE
CASH AND CASH EQUIVALENTS (), hnEEE (347,383) 106,649
Cash and cash equivalents at 1 January R1A1HZRERESEEER 832,063 983,327
Effect of foreign exchange rate changes — [E R Efghg/ 4 2,044 32,082
CASH AND CASH EQUIVALENTS MR6A30AZHERES
AT 30 JUNE Z£EEAE
represented by bank balances and cash ~ Bl4R1T/#&88 IR & 486,724 1,122,058

2018 FHHizkE FERMAERATE
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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 China Foods
(Holdings) Limited, a company incorporated in the
British Virgin Islands. In the opinion of the directors
of the Company, the ultimate holding company is
COFCO Corporation, which is a state-owned enterprise
registered in the People’s Republic of China (the
“PRC").

During the six months ended 30 June 2018, the
Company and its subsidiaries (collectively referred to
as the “Group”) were involved in processing, bottling
and distribution of sparkling beverage products, and
distribution of still beverage products.

The primary economic environment for the Group
entities is Mainland China. It is Renminbi (“RMB”)
that mostly influences the performance of the Group
entities and the underlying transactions, events and
conditions relevant to the Group entities. Accordingly,
the functional currency of the Company has been
changed from Hong Kong Dollar (“HKD”) into RMB.

The presentation currency of the condensed
consolidated financial statements is changed from
HKD to RMB in the current year. Comparative figures
have been re-presented in RMB.

CHINA FOODS LIMITED INTERIM REPORT 2018

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
B RAE S M RR M

For the six months ended 30 June 2018
2201846 A30HIE/NEA

NREFR

FEEMBERAGB(ARAR D A—RRAFRET
kL2 BREFRE - ARG 2EMHEEA
Clarendon House, 2 Church Street, Hamilton HM 11,
Bermuda °

ARRRDERBEBRBEEEMR L P ER R (2
BIBRABZHBERR - RRBEFRR @ RRE
BRABANBEARIMNE ([HE])EMOBELE
PRESEARAT -

BZE2018F6 A30HIENAA - AATREKE AT
(GefE [ NEEE ) 28T - KR 8 VKREE R
AR EPERABER °

AEEERNEIZLEZREETERN - ARB (A
REE ) REBFEAEEERNRANEAEEER
MMERR S - EHRMRNER - Bt - ARFEIEE
ERERAT(BT)EERARK -

BRGEEMBERENVINBEERANFEHBETEE S
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

BASIS OF PREPARATION

The condensed consolidated financial statement is
prepared in accordance with Hong Kong Accounting
Standard 34 (HKAS 34) Interim Financial Reporting
issued by the Hong Kong Institute of Certified Public
Accountants (the “HKICPA”) as well as with the
applicable disclosure requirements of Appendix 16 to
the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (the “Listing
Rules”).

The condensed consolidated financial statements
have been prepared on a going concern basis
notwithstanding that the Group had net current
liabilities of RMB1,905,475,000 at the end of the
reporting period. In preparing these condensed
consolidated financial statements, the directors
have given careful consideration to the current and
anticipated future liquidity of the Group. Taking into
account, inter alia, (i) the unutilised loan facilities
at the end of the reporting period, and (ii) the
expected net cash inflows generated from the Group’s
operations for the next twelve months. The directors
are of the opinion that the Group will be able to meet
its liabilities as and when they fall due. Accordingly,
the directors consider that the preparation of these
condensed consolidated financial statements on a
going concern basis is appropriate.

PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements
have been prepared on the historical cost basis except
for investment properties, which are measured at fair
value.

Other than changes in accounting policies resulting
from application of new and amendments to Hong
Kong Financial Reporting Standards (“HKFRSs”), the
accounting policies and methods of computation used
in the condensed consolidated financial statements
for the six months ended 30 June 2018 are the same
as those followed in the preparation of the Group’s
annual financial statements for the year ended 31
December 2017.

RS M B RR M

For the six months ended 30 June 2018
HZE20184%F6 A30H 1L/~ EA

mAERE

BRGEEMBHRRDRETESHMAE ([HEST
B AR ) Mz BB RS 345 B S
NREBEBBAERXGMARDRZES LEMARRN( LR
A1) 8% 16 BRI TR E MRS ©

BEASERBKRERNRERDABRFEARK
1,905,475,0007T * BIRRARE MG MR DIRFELE
BEERE - NREAERREAMBEHRERE  ESE(T
MEBEAEEZ2RBEREHRARTHES - £EE
(R aE)()RIEPRARBA ZBEFIZE © &4
EEEBNART —EAEEZBHRESRAFE
EERE  AEEBEAENEIBEE - Bt &
ERBIEFEREEERRAEASRE M BRER B

‘ﬁ\

f

e
i3

FESHEE

BPEARBRRDRELRATERE  HREY
REATFENE -

KR IE AR SR BB ISR S R ([ BB H
HER B EFTBERE I - HE201856 430
H 17N A SRR A M SRR E AN EETBUR Rt &
FEREEAREBE T 201712 A3 BILFEZF
[ERFSIRFARR o
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
LE ke E ek

For the six months ended 30 June 2018
HZE2018F 6 A30H L/ AR

o

PRINCIPAL ACCOUNTING POLICIES
(continued)

Application of new and amendments to
HKFRSs

In the current interim period, the Group has applied,
for the first time, the following new and amendments
to HKFRSs issued by the HKICPA which are
mandatory effective for the annual period beginning
on or after 1 January 2018 for the preparation of the
Group’s condensed consolidated financial statements:

3.

FESTBRR)

e E S MR A R B B s
8 15 5T

RERTHERE - AEECBEXERANLTEEG A
NREREMH 20184 1 A 1 Ask 2 &/ HAfE5& Hl 4
MEFNR] BB RS R R B BB P RE LA
{ER] - ARRBLANER B RRAR B RS 3R

HKFRS 9 Financial Instruments BB BRE &R SRTA
F9%
HKFRS 15 Revenue from Contracts with Customers BEHBREER BEANBARAREER
and the related Amendments F15%
HK(IFRIC)-Int 22 Foreign Currency Transactions and A5 (BRHBERE  IMNEXIRERRE
Advance Consideration ZEZE9)-
RRE2R
Amendments Classification and Measurement of BEYBREER UROAERNENR S B RETE
to HKFRS 2 Share-based Payment Transactions FE2% (BAIA)

Amendments Applying HKFRS 9 Financial Instruments EBBS RS EREENBREEIEIREMIAR
to HKFRS 4 with HKFRS 4 Insurance Contracts FE A% (BITA) BRUBREEN FARRRED
Amendments As part of the Annual Improvements BB @R 1EB2014FE 2016 FERE BN SRS

to HKAS 28 to HKFRSs 2014-2016 Cycle % 28%% (E517) ERFEUEN—H5
Amendments Transfers of Investment Property EE e ER REMEER
to HKAS 40 F40% (BFTA)

The new and amendments to HKFRSs have been
applied in accordance with the relevant transition
provisions in the respective standards and
amendments which results in changes in accounting
policies, amounts reported and/or disclosures as
described below.

3.1 Impacts and changes in accounting
policies of application on HKFRS 15
Revenue from Contracts with Customers

The Group has applied HKFRS 15 for the first
time in the current interim period. HKFRS 15
superseded HKAS 18 Revenue and the related
interpretations.

The Group recognises revenue from sale of
beverage products.

CHINA FOODS LIMITED INTERIM REPORT 2018
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

3. PRINCIPAL ACCOUNTING POLICIES
(continued)

3.1

Impacts and changes in accounting
policies of application on HKFRS 15
Revenue from Contracts with Customers
(continued)

The Group has applied HKFRS 15 retrospectively
with the cumulative effect of initially applying
this Standard recognised at the date of initial
application, 1 January 2018. Any difference at
the date of initial application is recognised in
the opening retained profits and comparative
information has not been restated. Furthermore,
in accordance with the transition provisions in
HKFRS 15, the Group has elected to apply the
Standard retrospectively only to contracts that are
not completed at 1 January 2018. Accordingly,
certain comparative information may not be
comparable as comparative information was
prepared under HKAS 18 Revenue and the related
interpretations.

Key changes in accounting policies resulting
from application of HKFRS 15

HKFRS 15 introduces a 5-step approach when
recognising revenue:

o Step 1: Identify the contract(s) with a
customer

° Step 2: Identify the performance
obligations in the contract

° Step 3: Determine the transaction price

° Step 4: Allocate the transaction price
to the performance obligations in the
contract

° Step 5: Recognise revenue when (or
as) the Group satisfies a performance
obligation

RS M B RR M

For the six months ended 30 June 2018
HZE 201846 A30 HIE/~EA

3. EESFEEEA)

3.1

FERERMBREENEISHEFENR
ANEHBRECEREEH (H)

AEECEPEMABBYBREERE 1555 -
46 e Mz E R Rt E NV E A B8
20181 A1 BRER - A M B M EA =
BRAVREB RN PHER > MY BEEIILRE
Fe tbsh - RIBF BB WELERF 155
BER  AEERERERZENEPRAR
20181 A1 HHARTERHIGH) Bt (LA
BRBEE B GFTERISE 18R A MR- E
R MAETHERERAIREEALR

B B RS 15 B H B BN
TESY

BB 2 RIS 155% 5| AR AR B {E

o F—¥:BRIEEFFMMAK

?“di
|
N

BRI BERSS

il
I
N

- BERSE

R HEDEEANTHENE

W #
i
N

e FhF: RAKETKENERLE (K5
) BERR U A
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
HRARE M RRMTE

For the six months ended 30 June 2018

HZE2018F 6 A30H L/ AR

N

3. PRINCIPAL ACCOUNTING POLICIES 3. FESFBEE(E)

(continued)

3.1 Impacts and changes in accounting 3.1 EAEBMEREEANFISHEEFEHINK

policies of application on HKFRS 15
Revenue from Contracts with Customers
(continued)

Key changes in accounting policies resulting
from application of HKFRS 15 (continued)

Under HKFRS 15, the Group recognises
revenue when (or as) a performance obligation
is satisfied, i.e. when “control” of the goods or
services underlying the particular performance
obligation is transferred to the customer.

A performance obligation represents a good and
service (or a bundle of goods or services) that is
distinct or a series of distinct goods or services
that are substantially the same.

Control is transferred over time and revenue
is recognised over time by reference to the
progress towards complete satisfaction of the
relevant performance obligation if one of the
following criteria is met:

° the customer simultaneously receives
and consumes the benefits provided by
the Group’s performance as the Group
performs;

o the Group’s performance creates and
enhances an asset that the customer
controls as the Group performs; or

o the Group’s performance does not create
an asset with an alternative use to the
Group and the Group has an enforceable
right to payment for performance
completed to date.

Otherwise, revenue is recognised at a point in

time when the customer obtains control of the
distinct good or service.

CHINA FOODS LIMITED INTERIM REPORT 2018

ANEHBRECEREEH (H)
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

3. PRINCIPAL ACCOUNTING POLICIES
(continued)

3.1

Impacts and changes in accounting
policies of application on HKFRS 15
Revenue from Contracts with Customers
(continued)

Key changes in accounting policies resulting
from application of HKFRS 15 (continued)

A contract asset represents the Group’s right to
consideration in exchange for goods or services
that the Group has transferred to a customer
that is not yet unconditional. It is assessed for
impairment in accordance with HKFRS 9. In
contrast, a receivable represents the Group’s
unconditional right to consideration, i.e. only the
passage of time is required before payment of
that consideration is due.

A contract liability represents the Group’s
obligation to transfer goods or services to a
customer for which the Group has received
consideration (or an amount of consideration is
due) from the customer.

Variable consideration

For contracts that contain variable consideration
(volume based rebates to customers), the Group
estimates the amount of consideration to which
it will be entitled using either (a) the expected
value method or (b) the most likely amount,
depending on which method better predicts the
amount of consideration to which the Group will
be entitled.

The estimated amount of variable consideration
is included in the transaction price only to the
extent that it is highly probable that such an
inclusion will not result in a significant revenue
reversal in the future when the uncertainty
associated with the variable consideration is
subsequently resolved.

RS M B RR M

For the six months ended 30 June 2018
HZE 201846 A30 HIE/~EA

3. EESFEEEA)

3.1

FERERMBREENEISHEFENR
ANEHBRECEREEH (H)

ERE B BHEERE 15 B EBHE T BEA
TEESE (F)

BREERAKENATFRIAKECDEE
) 7 a3 AR %5 A ER A (B O R R (i AR A 48R 15
) » BARBE S M H WG RIE ORF AR
1B R BRSRE AR B E A 5
RN - BNAE KB BRI F RS RIHERS -

BRNREEAKRERD B FEFPEBNE(RER
BEFKEMRE)  MAERERIRETES
LT e

RRE

SEEAERENAKN (BNEFHUBERE
REF)ME - AEREAEM (a) HEEEEK
(b) RAIREL AT AR ARERNRESE - B
IR PBIETT VA K BE B 4F MY TEURI AN 5% [ A HE FE EX
MREDH

AERENGEFTSBERTARZER  ALUE
AR ERRE T EERRBERERE AR
BASEHEBARWAREBR
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

\/v

HRARE M RRMTE
For the six months ended 30 June 2018
HZE2018F 6 A30H L/ AR

N7

3. PRINCIPAL ACCOUNTING POLICIES
(continued)

3.1

Impacts and changes in accounting
policies of application on HKFRS 15
Revenue from Contracts with Customers
(continued)

Key changes in accounting policies resulting
from application of HKFRS 15 (continued)

Variable consideration (continued)

At the end of each reporting period, the
Group updates the estimated transaction
price (including updating its assessment of
whether an estimate of variable consideration
is constrained) to represent faithfully
the circumstances present at the end of
the reporting period and the changes in
circumstances during the reporting period.

Consideration payable to a customer

Consideration payable to a customer includes
rebate for promotional activities at customers’
location that the Company pays, or expects to
pay, to the customer. Consideration payable to
a customer also includes credit or other items
that can be applied against amounts owed to the
Company. The Group accounts for consideration
payable to a customer as a reduction of the
transaction price and, therefore, of revenue as
the payment is not exchange for distinct good or
service that the customer transfers to the Group.
The Group recognises such reduction of revenue
when (or as) the later of either of the following
events occurs: (a) the Group recognises revenue
for the transfer of the related goods or services
to the customer; and (b) the Group pays or
promises to pay the consideration (even if the
payment is conditional on a future event).

CHINA FOODS LIMITED INTERIM REPORT 2018
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

3. PRINCIPAL ACCOUNTING POLICIES

(continued)

3.1 Impacts and changes in accounting
policies of application on HKFRS 15
Revenue from Contracts with Customers
(continued)

Key changes in accounting policies resulting
from application of HKFRS 15 (continued)

The following adjustment was made to the
amounts recognised in the condensed
consolidated statement of financial position at 1
January 2018. Line items were not affected by
the changes have not been included.

RS B R

For the six months ended 30 June 2018
HZE 201846 A30 HIE/~EA

3. TEETEEGE)

3.1 EREBVKHRSENEISHEFSHK
ANEHBERCEREE (H)

ERE B BHEERE 15 B EBHE T BEA
FTELE(R)

AT RER20185 1 A1 AEAGAMBHRAR
THERNSBIEL AR - AREPHTELZA
B REFTAERA e

Carrying amounts
previously reported Carrying amounts
at 31 December under HKFRS 15 at

2017 Reclassification 1 January 2018

R2017% REEENE

12A318 BREA

IR
REE
RMB'000
ARBTR

£15%R 20185

ENYE  LA1RKER
RMB'000 RMB'000
ARBFR ARBTR

Other payables and accruals EtERTERET AR (i 3,094,870 (1,205,129) 1,889,741
Contract liabilities AR - 1,205,129 1,205,129
Note: BaE -

(i) Previously included in other payables and
accruals, RMB1,205,129,000 related to
advance payment received from customer for
purchase of the Group’s products. This balance
is reclassified to contract liabilities upon
application of HKFRS 15.

()  EAGFAHMEMNFBREFEET AR
1,205,129,000 7t E2 51 B8 B A £ B E f WELE
FERAE - BN EAEAV SRS LR
FISHcBEHOBEEANEE -

2018 FHHizkE FERMAERATE
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

HRARE M RRMTE
For the six months ended 30 June 2018
HZE2018F 6 A30H L/ AR

N

3. PRINCIPAL ACCOUNTING POLICIES
(continued)

3.1

Impacts and changes in accounting
policies of application on HKFRS 15
Revenue from Contracts with Customers
(continued)

Key changes in accounting policies resulting
from application of HKFRS 15 (continued)

The following table summaries the impacts of
applying HKFRS15 on the Group’s condensed
consolidated statement of financial position as at
30 June 2018 and the condensed consolidated
statement of profit or loss for the six months
period then ended for each of the line items
affected. Line items that were not affected by the
changes have not been included.

3. TEETEEGE)

3.1 EREBVKHRSENEISHEFSHK

ANEHBERCEREE (H)

ERE B BHEERE 15 B EBHE T BEA
FTELE(R)

TRBUE RSB 2018 6 6 A 30 HHEIHAAR
B BHRR REEZ A /N8 A BAEA A
RABRRAEAT BN BREERE 155N
FEIEHE - AXEPFEIHEBALRGTA
ER -

Amounts without

application of

As reported Adjustment HKFRS 15

Tt REREE

B SR

MER HE FI55MER

RMB'000 RMB'000 RMB'000

ARETT ARETT ARETT

Other payables and accruals EtEATERET AR (i 2,298,778 309,762 2,608,540

Contract liabilities AKaRE 309,762 (309,762) .

Revenue WA 8,697,780 53,280 8,751,060

Distribution and selling expenses PERHEERY (ii) 2,361,234 53,280 2,414,514
Notes: BiE -

(i) RMB309,762,000 related to advance payment
received from customer for purchase of the
Group’s products would have been included in
other payables and accruals prior to application
of HKFRS 15. Under HKFRS 15, this balance is
classified as contract liabilities in the condensed
consolidated statement of financial position as
at 30 June 2018.

(ii) RMB53,280,000 related to promotion
expense for promotion activities performed
by the distributors would have been included
in distribution and selling expenses prior to
application of HKFRS 15. Under HKFRS 15,
this amount reduces revenue in the condensed
consolidated statement of profit or loss for the
six months period ended 30 June 2018.
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i) RERBTEFBREERNFEISHKA - Eat
BEASEERKREP2FEBNARE
309,762,000 7t B B & 1 EL At & 5 5008 K e T
BEET o RIBFBUEREERNE 165K » %
A A ER 20184 6 A 30 A MEERER & B
BIRRRH BRI EET

(i)  REREBHBEHREERE 15558 - BEHE
R (R KRR AR 53,280,000 L2 £
BESHEEEESHES - REFBHIBHRE
HRE 155 - 2 EREZE 201846 A30H
LE7~ 18 B HIM A SRR 4R A 18 25 TR R AR A AP 30
B ©



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

3. PRINCIPAL ACCOUNTING POLICIES
(continued)

3.2

Impacts and changes in accounting
policies of application on HKFRS 9
Financial Instruments and the related
amendments

In the current period, the Group has applied
HKFRS 9 Financial Instruments and the related
consequential amendments to other HKFRSs.
HKFRS 9 introduces new requirements for i)
the classification and measurement of financial
assets and financial liabilities, ii) expected
credit losses (“ECL") for financial assets and iii)
general hedge accounting.

The Group has applied HKFRS 9 in
accordance with the transition provisions set
out in HKFRS 9. i.e. applied the classification
and measurement requirements (including
impairment) retrospectively to instruments that
have not been derecognised as at 1 January
2018 (date of initial application) and has
not applied the requirements to instruments
that have already been derecognised as at 1
January 2018. The difference between carrying
amounts as at 31 December 2017 and the
carrying amounts as at 1 January 2018 are
recognised in the opening retained profits and
other components of equity, without restating
comparative information.

Accordingly, certain comparative information
may not be comparable as comparative
information was prepared under HKAS 39
Financial Instruments: Recognition and
Measurement.

RS M B RR M

For the six months ended 30 June 2018
HZE20184%F6 A30H 1L/~ EA

3. EESHEEE)

3.2 ERERBMBREENFIREMTAR

MHEETNETT R EREE

RAERE - AEB D RATEVHREERNE9
REmTAREMBRNEENHE RS EINE
7l BAMBHRELENFEIFRMIEREENS
MEENSENGE ) EeREENTEMER
BR (TERERBEX]D ki) —REPEHED
AFTIRTE °

AEBE D REFBVHEREENEISFAAHAE
RIERAERBU B REERNEISR - BN
KAt ERE (BERE) EHEAN 20184 1 A
1B (M B ) HARBURFERM TA - ik
ERZEHRTERMAN2018F1 A1 HEBUARER
WA -20174 12 A31 B 2 BREEEL20184F
1 A1 AZRREERNZBRRINREB G R E
AR D R FERR - SWEESILLEER -

Atk - EEBERDRIBEE L ST ERIE 39S
BMTH: BAKGFERE  BETHLRERA
BEEIRLLR

20185 HiRE HEBRRARAR
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

\/v

HRARE M RRMTE
For the six months ended 30 June 2018
HZE2018F 6 A30H L/ AR

N7

3. PRINCIPAL ACCOUNTING POLICIES
(continued)

3.2

Impacts and changes in accounting
policies of application on HKFRS 9
Financial Instruments and the related
amendments (continued)

Key changes in accounting policies resulting
from application of HKFRS 9

Classification and measurement of financial
assets

Trade receivables arising from contracts with
customers are initially measured in accordance
with HKFRS 15.

All recognised financial assets that are within the
scope of HKFRS 9 are subsequently measured
at amortised cost or fair value.

Debt instruments that meet the following
conditions are subsequently measured at
amortised cost:

° the financial asset is held within a
business model whose objective is to
hold financial assets in order to collect
contractual cash flows; and

o the contractual terms of the financial
asset give rise on specified dates to cash
flows that are solely payments of principal
and interest on the principal amount
outstanding.

Debt instruments that meet the following
conditions are subsequently measured at fair
value through other comprehensive income
(“FVTOCI™):

° the financial asset is held within a
business model whose objective is
achieved by both collecting contractual
cash flows and selling the financial assets;
and

° the contractual terms of the financial
asset give rise on specified dates to cash
flows that are solely payments of principal
and interest on the principal amount
outstanding.
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MHRETNET IR EREE (F)

ERE BB E EREIRBHET R T
3 1

HEPRIAMNELNE ZRBEFEINBRE
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= -

s NKEBSHNRERERBNMSELRE
EZREBIANBEZEHEE &
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N
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

3. PRINCIPAL ACCOUNTING POLICIES
(continued)

3.2 Impacts and changes in accounting

policies of application on HKFRS 9
Financial Instruments and the related
amendments (continued)

Key changes in accounting policies resulting
from application of HKFRS 9 (continued)

Classification and measurement of financial
assets (continued)

All other financial assets are subsequently
measured at fair value through profit or loss
(“FVTPL"), except that at the date of initial
application/initial recognition of a financial asset
the Group may irrevocably elect to present
subsequent changes in fair value of an equity
investment in other comprehensive income
(“OCI") if that equity investment is neither
held for trading nor contingent consideration
recognised by an acquirer in a business
combination to which HKFRS 3 Business
Combinations applies.

In addition, the Group may irrevocably designate
a debt investment that meets the amortised
cost or FVTOCI criteria as measured at FVTPL if
doing so eliminates or significantly reduces an
accounting mismatch.

RS M B RR M

For the six months ended 30 June 2018
HZE 201846 A30 HIE/~EA

3. EESFEEEA)

3.2 ERERBMBBREENFIREMTAR

MHRETNET IR EREE (F)

ERE BB E EREIRBHET R T
ELE (&)

TREED BRTE (F)

IR EREERREAFENARR ([
RFEFABRDFE - BEERER/ER
BREMEEZ A HARERELIFFEER
B MFARNKB I EREMEREERES
BEBAHMERNERS HPERNNER
(B AEBER A REHEEEER A 2EEA
(TEfb2ERAD 25 BERENERATE

ESN - AN SR B R BE T I USH M 4R TE A A #E BHAK
AIE A FEFARMEERA LR ERSR
BRRAHER Nt E - HE LS AER
SBERD AT

2018 FHhEIRE FERRARAR
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

NS

HRARE M RRMTE
For the six months ended 30 June 2018
HZE2018F 6 A30H L/ AR

N

3. PRINCIPAL ACCOUNTING POLICIES
(continued)

3.2

Impacts and changes in accounting
policies of application on HKFRS 9
Financial Instruments and the related
amendments (continued)

Key changes in accounting policies resulting
from application of HKFRS 9 (continued)

Impairment under ECL model

The Group recognises a loss allowance for
ECL on financial assets which are subject to
impairment under HKFRS 9 (including cash and
cash equivalents, pledged deposits, accounts
and bills receivables and other receivables).
The amount of ECL is updated at each reporting
date to reflect changes in credit risk since initial
recognition.

Lifetime ECL represents the ECL that will
result from all possible default events over the
expected life of the relevant instrument. In
contrast, 12-month ECL (“12m ECL") represents
the portion of lifetime ECL that is expected to
result from default events that are possible
within 12 months after the reporting date.
Assessment are done based on the Group’s
historical credit loss experience, adjusted for
factors that are specific to the debtors, general
economic conditions and an assessment of both
the current conditions at the reporting date as
well as the forecast of future conditions.

The Group always recognises lifetime ECL for
accounts receivables. The ECL on these assets
are assessed collectively using a provision matrix
with appropriate groupings.

For all other instruments, the Group measures
the loss allowance equal to 12m ECL, unless
when there has been a significant increase in
credit risk since initial recognition, the Group
recognises lifetime ECL. The assessment of
whether lifetime ECL should be recognised is
based on significant increases in the likelihood
or risk of a default occurring since initial
recognition.
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3. EESFEEEA)

3.2 ERERBMBBREENFIREMTAR

MHRETNET IR EREE (F)

ERE BB E EREIRBHET R T
EEE (&

RERBEREA T 2RE

AREIREE S SR E LIRS (A
oREE (BERS RESSEAR  EAE
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

3. PRINCIPAL ACCOUNTING POLICIES
(continued)

3.2 Impacts and changes in accounting

policies of application on HKFRS 9
Financial Instruments and the related
amendments (continued)

Key changes in accounting policies resulting
from application of HKFRS 9 (continued)

Impairment under ECL model (continued)
Significant increase in credit risk

In assessing whether the credit risk has increased
significantly since initial recognition, the Group
compares the risk of a default occurring on the
financial instrument as at the reporting date with
the risk of a default occurring on the financial
instrument as at the date of initial recognition.
In making this assessment, the Group considers
both quantitative and qualitative information that
is reasonable and supportable, including historical
experience and forward-looking information that is
available without undue cost or effort.

In particular, the following information is taken
into account when assessing whether credit risk
has increased significantly:

° an actual or expected significant deterioration
in the financial instrument’s external (if
available) or internal credit rating;

o significant deterioration in external market
indicators of credit risk, e.g. a significant
increase in the credit spread, the credit
default swap prices for the debtor;

° existing or forecast adverse changes in
business, financial or economic conditions
that are expected to cause a significant
decrease in the debtor’s ability to meet its
debt obligations;

° an actual or expected significant deterioration
in the operating results of the debtor; and

o an actual or expected significant adverse
change in the regulatory, economic, or
technological environment of the debtor
that results in a significant decrease in the
debtor’s ability to meet its debt obligations.

RS M B RR M

For the six months ended 30 June 2018
HZE 201846 A30 HIE/~EA

3. EESFEEEA)

32 EREAMBHREERNFIRESMIAR

HEETNETRRTEREE (F)

BB B E EREIRBHE KRR E
E8E (&)

RERBERER T 2RE (&)
=R =1

Rt d B P ia fER IR (5 ME R 2 & B & 18 AN
B AREBNBEAHERTARLEZED
RpEyaERAESRTARLEZZOAR
EITHE - HETRAER  AEESEEA
BAAXFBHEEMEEER  BFEEFMH
TABEE RS h T A] 15 2 JE S 4% B I AT RE
HEER -

BRR - ERERRRRRTRELNE - &
ERATAER

o ERIAMIMBINE) LA ERFRE
FrReTRIEE B

.« ETEEARREEOEEBE - mE
SR - AR BRLSEEAR
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
HRARE M RRMTE

For the six months ended 30 June 2018
HZE2018F 6 A30H L/ AR

3. PRINCIPAL ACCOUNTING POLICIES
(continued)

3.2 Impacts and changes in accounting

policies of application on HKFRS 9
Financial Instruments and the related
amendments (continued)

Key changes in accounting policies resulting
from application of HKFRS 9 (continued)

Impairment under ECL model (continued)
Significant increase in credit risk (continued)

Despite the aforegoing, the Group assumes that
the credit risk on a debt instrument has not
increased significantly since initial recognition
if the debt instrument is determined to have
low credit risk at the reporting date. A debt
instrument is determined to have low credit risk
if i) it has a low risk of default, ii) the borrower
has a strong capacity to meet its contractual
cash flow obligations in the near term and iii)
adverse changes in economic and business
conditions in the longer term may, but will not
necessarily, reduce the ability of the borrower to
fulfil its contractual cash flow obligations. The
Group considers a debt instrument to have low
credit risk when it has an internal or external
credit rating of ‘investment grade’ as per globally
understood definitions.

Measurement and recognition of ECL

The measurement of ECL is a function of the
probability of default, loss given default (i.e. the
magnitude of the loss if there is a default) and
the exposure at default. The assessment of the
probability of default and loss given default is
based on historical data adjusted by forward-
looking information.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

3. PRINCIPAL ACCOUNTING POLICIES
(continued)

3.2 Impacts and changes in accounting

policies of application on HKFRS 9
Financial Instruments and the related
amendments (continued)

Key changes in accounting policies resulting
from application of HKFRS 9 (continued)

Impairment under ECL model (continued)
Measurement and recognition of ECL (continued)

Generally, the ECL is estimated as the difference
between all contractual cash flows that are due
to the Group in accordance with the contract
and all the cash flows that the Group expects to
receive, discounted at the effective interest rate
determined at initial recognition.

Interest income is calculated based on the gross
carrying amount of the financial asset unless
the financial asset is credit impaired, in which
case interest income is calculated based on
amortised cost of the financial asset.

The Group recognises an impairment gain or
loss in profit or loss for all financial instruments
with the corresponding adjustment recognised
through a loss allowance account.

As at 1 January 2018, the directors of the
Company reviewed and assessed the Group’s
existing financial assets for impairment using
reasonable and supportable information that
is available without undue cost or effort in
accordance with the requirements of HKFRS
9. The application of ECL model has no
material impact on retained profits or other
comprehensive income at 1 January 2018.

The application of HKFRS 9 has no material
impact on the classification and measurement
(including impairment) of financial assets and
financial liabilities at 1 January 2018.

RS M B RR M

For the six months ended 30 June 2018
HZE 201846 A30 HIE/~EA

3. EESFEEEA)

3.2 ERERBMBBREENFIREMTAR
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
HRARE M RRMTE

For the six months ended 30 June 2018
HZE2018F 6 A30H L/ AR

4A.

4B.

<

REVENUE

Disaggregation of revenue

4A. KA

WA D%

For the six months ended
30 June 2018

BZE2018F
6 H30HIENEAR
Beverage
R
RMB’000
AR¥T T
(Unaudited)
(REHFZR)
Types of goods EmmER

Sparkling drinks K 5,753,971
Water KR8 1,279,699
Juices St 1,120,528
Others HAph 543,582
Total et 8,697,780

Timing of revenue recognition TR WA K B ]
A point in time FERSRE 2L 8,697,780

OPERATING SEGMENT INFORMATION

After the wine segment, kitchen food segment and
the others segment were disposed of during 2017, the
Group’s revenue and consolidated results are mainly
derived from processing, bottling and distribution of
sparkling and still beverages, which is regarded as a
single reportable segment in a manner consistent with
the way in which information is reported internally to
the Group’s senior management for the purpose of
resource arrangement and performance assessment.
Accordingly, no segment information is presented.

Geographical information

All revenue of the continuing operation of the Group is
derived from customers operating in Mainland China
and over 90% of the Group’s non-current assets, other
than deferred tax assets, are situated in Mainland
China, hence no geographical information is presented
in accordance with HKFRS 8 Operating Segments.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

RS B R

For the six months ended 30 June 2018
HZE 201846 A30 HIE/~EA

4B. OPERATING SEGMENT INFORMATION  4B. & 2 E&E K (&)

(continued)

Information about major customers FEEFER
During the current period, there was no revenue RERIHRE  WERKEE P ZWAEARERKA
derived from a single customer which accounted for B9 10% kLA £ (2017 4F : £E) ©

10% or more of the Group’s revenue (2017: Nil).

5. OTHER INCOME AND GAINS

5. HAWARWS

For the six months ended

BZUTHHIEAER
30 June 2018 30 June 2017
2018 2017
6 A30H 6 A30H
RMB’000 RMB’000
ARET T ARBFT
(Unaudited) (Unaudited)
(REBER) (REEZ)
(GESEIE)
(&E7)
Continuing operation FEQEEK
Other income HABA
Compensation income (Note i) ERA (FHEED) 52,933 =
Subcontracting service KINTARD 26,565 15,694
Government grants (Note ii) U R (PUEE) 24,090 30,110
Sale of by-products and scrap items HERIERKEREE 5,920 6,712
Bank interest income RITHEWA 2,161 5724
Dividend income from available-for-sale investments At H EIRERIARE KA - 44,011
Others Hit 11,737 3,617
123,406 105,868
Gains W
Foreign exchange differences, net BN ZERE  HER 2,044 =
Gain on disposal of property, plant and equipment HEME - BE K& HERE 4,216 =
Gain on disposal of subsidiaries (Note 17) HEMTE R AWE (M 17) - 805,367
Gain on disposal of the equity interests in associates & 54 A BN - 438,106
Gain on disposal of available-for-sale investments HEA SR E W - 316,845
6,260 1,560,318
129,666 1,666,186
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
U mmsenBmEmE

For the six months ended 30 June 2018

HZE2018F 6 A30HIE/NEA

(N

5. OTHER INCOME AND GAINS 5. HWARWE (&)
(continued)

Note i:  Compensation income represents amount received MiaEi: MERAEBREZFREENEBRS LKA E]—
from the holding company of non-controlling ENEINGIE =2 a2l NGO O =

shareholder of a subsidiary of the Company for
system related expenses incurred.

Note ii:  Various government grants were granted for MizEii: ANEBBREBRZERGME - BIEREARRQFM
investments in certain provinces in Mainland China BARKEMT 2R EAMETERD - B
in which the Company’s subsidiaries operate. TR R AGE X HE 5 BB IEE MRS B AR
Government grants for which related expenditure MFEFEEEWRA (GERBNE D) M E AL B FIB
has not yet been undertaken are included in KRIEFHEEORBEM) A o A 78 B I & {7 &
deferred income (non-current portion) and other KRG Z Gtk EHE -

payables and accruals (current portion) in the
condensed consolidated statement of financial
position, respectively. There are no unfulfilled
conditions or contingencies relating to these grants.

6. FINANCE COSTS 6. BMEMRXK
For the six months ended
BZLUTHHIEA@EAR
30 June 2018 30 June 2017
2018 F 2017 &
6 H30H 6 H30H
RMB’000 RMB’000
ARET T ARBTIT
(Unaudited) (Unaudited)
(REBERK) (RAEEZ)
(GESEIE0))
(#e&E75)
Continuing operation BEREEK
Interest on bank loans RITEFZFE 36,899 36,059
Interest on loans from non-controlling B AR FHERBERER ZFE
shareholders of a subsidiary 218 482

37,117 36,541
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

INCOME TAX EXPENSE

No provision for Hong Kong profits tax has been
made as the Group did not generate any assessable
profits arising in Hong Kong during the period (six
months ended 30 June 2017: Nil). Taxes on profits
assessable elsewhere have been calculated at the
rates of tax prevailing in the jurisdictions in which the
Group operates. Pursuant to the approvals issued by
the State Administration of Taxation of the PRC during
2013, the Company and certain of its subsidiaries are
regarded as Chinese Resident Enterprises (collectively
the “CREs”) and relevant enterprise income tax
policies of the PRC are applicable to the CREs
commencing from 1 January 2013.

RS SRR
For the six months ended 30 June 2018
HZE 201846 A30HIE/5EA

7. FiEHXi

HRASER AR BTN EBELNERT S
M - BREEREBMEHEL B A (BE2017F6 A
30HLEAEA - ) - HfbihR 2 FEaRFIR M 2 BIA
TIRBAREE L PR 2 RITHRETE -
REBFEBERGBERBN2013FE L 24 AR
BIRETHEBRREG AT EERDE (BB HEE
REXR))  FEABCEMASHEBRH2013F1 A1
REERANTBRERER -

For the six months ended
BZLUTHHIEA@EAR
30 June 2018

30 June 2017

2018 F 2017 &
6 H30H 6 H30H
RMB’000 RMB’000
ARET T ARBETIT
(Unaudited) (Unaudited)
(REBERK) (REEEZ)
(GESEIE0))
(#e&E75)
Continuing operation BEREEK
Current tax BNEATH I8
PRC enterprise income tax AR (b ZEFTIS AR 153,958 540,053
QOver provision in prior years BAFERERE
PRC enterprise income tax R B ZE TS A (1,083) -
Deferred tax EIEFI IR
Current year BRIFE (24,374) (36,629)
Total tax charge for the period BRARIE S 48 %8 128,501 503,424

The share of tax attributable to associates amounting
to RMB9,606,000 (six months ended 30 June 2017:
RMB8,145,000) is included in “Share of profits of
associates” in the condensed consolidated statement
of profit or loss.

A FE(HTIIE A R 9,606,000 7t (£ 2 2017
6 A30HIE/NER - ARY8,145,0007T) © That AR
RiREBamAT [BEBERFER ]

2018 FHHizRE FERMERATE
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
HRARE M RRMTE

For the six months ended 30 June 2018
HZE2018F 6 A30HIE/NEA

N

8. DISCONTINUED OPERATIONS

(1)

Disposal of the kitchen food segment

On 25 May 2017, COFCO Food Sales &
Distribution Co., Ltd., (“COFCO Food Sales &
Distribution”) a former wholly-owned subsidiary
of the Company, entered into an equity transfer
agreement with COFCO Fortune Holdings
Limited, a wholly-owned subsidiary of China
Agri-Industries Holdings Limited (“China Agri”),
a fellow subsidiary of the Company, pursuant to
which COFCO Food Sales & Distribution agreed
to transfer its entire equity interest in COFCO
Fortune Food Sales & Distribution Co., Ltd.,
a subsidiary of the Group’s then kitchen food
segment for a total consideration of RMB1,050
million (the “Transaction”). The Transaction was
completed in September 2017. The comparative
figures in the condensed consolidated statement
of profit or loss have been restated to re-present
the kitchen food segment as a discontinued
operation.

The profit for the six months ended 30 June
2017 from the discontinued kitchen food
segment is set out below.

8.

RIEREEER
(1) HEHERRDH

R2017F5A25H ' RARMAIZERNEA
AFIERMEHEARAR ([HIEESH ) B
ARIMFE R B R R+ BE R LA R A A
([FRiE#ER% ) 892 BHEB /AR COFCO Fortune
Holdings Limited 5]~ — ) IR :E 7% - 18
I PR EEERENASEERNERE
RADEHMBARTRERMAIREREHER
NAINEERE  RELEAARKE106068
T3R5 ]) > X HM2017F9 AT ° fS
PR BERRMRNLRBEE TEINEFZ
HFERMD AR IEEEER -

RIMRERERmABNEE2017F6 A30H
LEXE A BE MESIEA T -

For the six months ended 30 June 2017
HZE2017F6 A30HIENEA

RMB’000

ARET T

(Unaudited)

(RAEEZ)
Revenue WA 5,885,596
Cost of sales SHERA (5,391,261)
Other income Hapg A 3,752
Distribution and selling expenses D S S (466,545)
Administrative expenses T (7,973)
Other expenses and losses Efh S R EE (35)
Profit before tax FREE R A 23,534
Income tax expense Frfefisz (4,221)
Profit for the period BRI A 19,313
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

8. DISCONTINUED OPERATIONS
(continued)

(1)

(2)

Disposal of the kitchen food segment
(continued)

During the six months ended 30 June
2017, the kitchen food segment contributed
RMB111,068,000 to the Group’s net operating
cash flows, RMB31,994,000 in respect of
investing activities and nil in respect of financing
activities.

Disposal of the wine segment and the
others segment

On 16 October 2017, the Company entered
into an equity transfer agreement with China
Foods (Holdings) Limited, the immediate holding
company of the Company, pursuant to which
the Company agreed to transfer its entire equity
interest in COFCO Wines & Spirits Holdings
Limited, COFCO Premier Brands Limited, Global
Lander Limited and Superb Vision Limited,
comprising of the wine segment and the others
segment for a total consideration of RMB1,187
million (the “Disposal”), and the Company would
receive payment of RMB3,107 million from
China Foods (Holdings) Limited before the date
of completion of the Disposal for the settlement
of loans owned to the Company by the relevant
members of those companies to be disposed
of. The Disposal was completed in December
2017. The comparative figures in the condensed
consolidated statement of profit or loss have
been restated to re-present the wine segment
and the others segment as discontinued
operations.

The loss for the six months ended 30 June 2017
from the discontinued wine segment and the
others segment is set out below.

(2)

RS M BRRME

For the six months ended 30 June 2018
HZE20184%F6 A30H 1L/~ EA

)

i)

HEHERR DB (4

H E2017%6A30B It <~ A BE R
mMAMBAEEKEESRFEEMRAR
#111,068,0007T * I EEB ERM AR
31,994,000 7 R E M g & EEEL B RL ©

H & mE D 8B Rk E it 28

R2017F 10 A16 B » AR R EA QR H BT
BARFRHRMR(ZER) BRA RIS — (0
EER S B AR RIRBEEENERE
MBS B R E M D EBRI M E A B R TR
BFRAF] » COFCO Premier Brands Limited * &
FiZEAR AT & Superb Vision Limited B & &
Bk - RIERBEAARELIS7TAEEL(HES
H]) RALREHREESEEXAMATFEER
m (R BRABWEIARES,107 B ELAE
EZSHEARMABKERARERAARNE
o HEEIEN2017E 12 A% - fRLEEE
mIRALLREBIEE FTEYUAEFH 2B RLE
DEREAM D B AR A ER -

R B D 2B R EAth 5 SRR E = 2017 &
6 H30 B 1/ E AR EsEE s T o

2018 FhHAzRE HEERERAHE
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

 mRsARBmENE

For the six months ended 30 June 2018
HZE2018F 6 A30HIE/NEA

<

8. DISCONTINUED OPERATIONS 8. HRIFREE (&
(continued)

(2) Disposal of the wine segment and the (2 HEBREIFIREMo IR (E)
others segment (continued)

For the six months ended 30 June 2017
HZE2017F6 A30HIENEA

RMB’000

ARBETIT

(Unaudited)

(RAEEZ)
Revenue WA 1,217,120
Cost of sales SHEAR (661,862)
Other income Haplg A 36,461
Distribution and selling expenses D REE T H (440,898)
Administrative expenses TEE (89,939)
Finance costs BhE AN (165)
Impairment of goodwill EERE (421,887)
Other expenses and losses S R EE (44,657)
Loss before tax FRA AR (405,827)
Income tax expense Frfefisz (27,267)
Loss for the period HANE1E (433,094)
During the six months ended 30 June 2017, HZE2017F6A30B LB A BRESD
the wine segment and the others segment BREMSBEELCER S RN FEAREK
incurred net operating cash outflows of 115,340,000 * £ EFEB R SR HFHEA
RMB115,340,000, net investing cash R # 76,089,000 7T & 5t gt & )& B B Bt A R #
outflows of RMB76,089,000 and contributed 36,000,000 7T °
RMB36,000,000 in respect of financing
activities.
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9.

10.

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

PROFIT FOR THE PERIOD

Profit for the period from continuing operation has
been arrived at after charging:

RS B B RM

For the six months ended 30 June 2018
HZE 201846 A30 HIE/5EA

9. HiREF

FrBRERBHMEN TR A TS BEER |

For the six months ended

BEUTHMLEAER
30 June 2018 30 June 2017
2018 F 20174
6H30H 6H30H
RMB’000 RMB'000
ARETR ARETT
(Unaudited) (Unaudited)
(REEEK) (REER)
(Restated)
(FE5)
(a) Cost of sales (a) SHERK
Cost of inventories sold BEFERA 5,646,146 4,275,778
Provision against inventories HFERE 4,027 2,285
5,650,173 4,278,063
(b)  Other items (b) HfIEE
Depreciation of property, plant and equipment nE  BERRENE 232,668 196,164
Amortisation of prepaid lease payments B T REREEE 9,573 4,172
Write-off of property, plant and equipment* WiEmE  BERERESE" 9,241 2,250
Impairment loss of receivables* YRR EER 277 73
* The items are included in “other expenses and losses” * ZEHEBFAMRRGAERHREOI At REE T -
in the condensed consolidated statement of profit or
loss.
DIVIDEND 10. RE

During the current interim period, a final dividend of
HK2.4 cents per share in respect of the year ended
31 December 2017 (2017: HK1.2 cents per share
in respect of the year ended 31 December 2016)
was declared to the owners of the Company. The
aggregate amount of the final dividend declared in the
interim period amounted to RMB54,828,000 (2017:
RMB28,926,000).

RERTHEIERE - BEEE2017F 12 A31 A ILFE
BR B B B R 2,481l (2017 5 : EEEE 20164
12 A31 BIEFERNRBBREER1I2BIESKT
RATEB A o R BRI R KREIAR B EZE A A
R#54,828,00070(20174F : AR#28,926,0007T) °

2018 FHHizkE FERMAERLATE

55



56

NS

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
fE AR S M SRR M

For the six months ended 30 June 2018
HZ=20184F6 A 30 HIE/NEA

11.

12.

EARNINGS PER SHARE
From continuing and discontinued operations

The calculation of basic earnings per share amount for
the period ended 30 June 2018 is based on the profit
for the period attributable to owners of the Company of
RMB252,359,000 (six months ended 30 June 2017:
RMB672,146,000), and the weighted average number
of ordinary shares of 2,797,223,396 (six months
ended 30 June 2017: 2,797,223,396) in issue during
the period.

From continuing operation

The calculation of basic earnings per share from
continuing operation for the period ended 30 June
2018 is based on the profit from continuing operation
for the period attributable to owners of the Company of
RMB252,359,000 (six months ended 30 June 2017:
RMB1,086,303,000), and weighted average number
of ordinary shares of 2,797,223,396 (six months
ended 30 June 2017: 2,797,223,396) in issue during
the period.

No adjustment has been made to the basic earnings
per share amounts presented for the six months
ended 30 June 2017 in respect of the dilution as the
impact of the Company’s share options outstanding
had no dilutive effect on the basic profit per share
amounts presented.

PROPERTY, PLANT AND EQUIPMENT

During the six months ended 30 June 2018, the
Group acquired property, plant and equipment at a
total cost of RMB228,815,000 (six months ended
30 June 2017: RMB364,926,000), and disposed of
property, plant and equipment with a total net carrying
amount of RMB3,181,000 (six months ended 30 June
2017: RMB7,293,000).

CHINA FOODS LIMITED INTERIM REPORT 2018

11.

12.

EREF
REABECERRICE %%

HZE2018F6 A308 | HAR AR AR Z SR8 TR A
NEHEA AEMHHEIRRFIA R 252,359,000 T (H =
20176 A308 I~ E A+ ARK672,146,0007T) °
AR BB 81T 3B AR 2 NAE T35 802,797,223,396
f% (E = 201796 A30H IE/~ @A : 2,797,223,396
BE)EHE -

HZE2018F 6 A30H I HEFHELEERSRER
BREREIIRAQBHE ARG AFELEES R
FIA R 252,359,000 7T (B Z 2017 %6 A 30 A 1L/~
@A : AR¥1,086,303,0007T) @ LAREIRNE 217
A% INEF 802,797 ,223,396 I (B = 201746 A
30H1ENEA ¢ 2,797,223,396 A% ) 51 & -

AR R M ATTEERE ST 25 SREREF S
FEWEEETE  IENEE2017F6A30H LN
AT 25| SREARENSEIELEEHE -

M - BERRE

REZE2018F6 A30H IE/NEA + AEEWEEYIZ
BB M a5 A 2 B AR 4258 B A R 228,815,000 7T (&
£2017F6 A30H L@ A : AR % 364,926,000
L) HEYME BEMREZREFELEAAR
#3,181,000 7T (B = 20176 A30 B IE/NEA : A
R #7,293,0007T) °



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AR A SRR M

For the six months ended 30 June 2018

HZE 201846 A30 HIE/5EA

13. ACCOUNTS AND BILLS RECEIVABLES 13. BUERRI R RE

30 June 2018 31 December 2017

2018 2017 %

6H30H 12A31H

RMB’000 RMB’000

AR¥T T ARETT

(Unaudited) (Restated)

(RIBE%) (&==:71)

Accounts and bills receivables PR BR TR N =1 645,082 303,220
Allowance e (718) (1,827)
644,364 301,393

The Group gives credit term to key customers, while
for other customers, payment in advance or payment
on delivery is normally required. The Group seeks to
maintain strict control over its outstanding receivables
and every plant has credit control commissioner to
minimise credit risk. Overdue balances are reviewed
regularly by senior management. In view of the
aforementioned and the fact that the Group’s accounts
receivable relate to a large number of diversified
customers, there is no significant concentration of
credit risk. The Group does not hold any collateral or
other credit enhancements over its accounts and bills
receivable balances. Accounts and bills receivables
are non-interest-bearing.

An ageing 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 allowance, is as
follows:

AEEREREFREEENR  MERNEBES
—REZANERKE K - REREFT BB
THIEREERKERREE IR BEELEHE
8 BRHEERRRERE - S REEEENEZ
B - ERNLARE - ARAKEYRAENR
BPZRYWFRT - MIEERBRZETREL TEE -
2SR B30 S L EL R AR R S AR A RS B (R o
KEAMEMRBRTE - BEEAERBATE -

R o 2 AR BB R B R AR R IR T B
BMBBEHTET :

30 June 2018 31 December 2017

2018 2017 &

6H30H 12A31H

RMB’000 RMB’000

ARETRT ARETIT

(Unaudited) (Restated)

(REBER) (=5)

Within 6 months ANEAR 643,667 152,382
6 to 12 months ANEAETZEAR 697 148,998
1102 years —FERER - 13
644,364 301,393
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

 mmsonBmEmD

For the six months ended 30 June 2018
HZE2018F 6 A30HIE/NEA

-

13. ACCOUNTS AND BILLS RECEIVABLES
(continued)

As part of the Group’s credit risk management, the
Group uses debtors’ aging to assess the impairment
for its customers because these customers consist
of a large number of small customers with common
risk characteristics that are representative of the
customers’ abilities to pay all amounts due in
accordance with the contractual terms. The estimated
loss rates are based on historical observed default
rates over the expected life of the debtors and are
adjusted for forward-looking information.

14. BORROWINGS

The bank borrowings carry interest at variable rate of
Loan Prime Rate (LPR)-0.25%. and are repayable in
semi-annual instalments over a period of two years
from 15 August 2018. The borrowings are unsecured.

15. ACCOUNTS AND BILLS PAYABLES

An ageing 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:

13. BWERR KR RE (&)

ERAKEEERREEN D  AKBEERER
AREBRFHEEREFORE  AR%EEFAAERR
HRER SR/ NUEPERK - KARRFBAES
RIBA NG E SIHIENEN Z KK - 5
BREDREBEEGABRBFHANABRERED
o WHAIESHREIEEFETRE -

14. £ &
SR 1T 48 B 1% AT 8 M) SR 4R 47 LB I R -0.25%0 5 B R R

5201848 A 15 A MFHRAZFFOMER -
R BB -

15. ENERRRRRE

PREI R Z AL E RN RA N ERRRIZEZELE
DT -

30 June 2018 31 December 2017

20184 2017 F

6H30H 12H31H

RMB’000 RMB’000

AR%T R ARETT

(Unaudited) (Restated)

(RBER) (L &E7))

Within 3 months =EAR 1,210,880 1,065,003
3o 12 months “EAET=EAA 121,401 41,281
1 to 2 years —FEWFER 42,977 4,516
Over 2 years R FE 3,890 2,140
1,379,148 1,112,940

At 30 June 2018, certain of the Group’s bills
payables were secured by the Group’s bank deposits
amounting to RMB10,113,000 (31 December 2017:
RMB6,424,000).
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201846 A308 @ A"EEE TRMNZERAEBR
TEZRARE 10,113,000 (20175612 A31 8 : A
R#6,424,0007T) FLAYERR o



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

16. BUSINESS COMBINATION

On 17 November 2016, COFCO Coca-Cola Beverages
Limited (“CCBL"), a 65%-owned subsidiary of the
Company, entered into the non-public sale equity
transfer master agreement with The Coca-Cola
Company (“KO”) and Swire Beverages Holdings
Limited (“Swire”) pursuant to which:

(i) KO procured its subsidiaries to transfer to
CCBL all the issued share capital in Coca-Cola
(Chongaing) Beverages Ltd, Coca-Cola (Jilin)
Beverages Ltd, Coca-Cola Liaoning (Central)
Beverages Ltd, and Coca-Cola (Heilongjiang)
Beverages Ltd., 93.75% of the issued share
capital in Coca-Cola Liaoning (North) Beverages
Ltd, 89.3% of the issued share capital in Coca-
Cola (Sichuan) Beverages Ltd, 75% of the
issued share capital in Coca-Cola (Shanxi)
Beverages Ltd, and 60% of the issued share
capital in Coca-Cola Liaoning (South) Beverages
Ltd, (collectively the “CBL Companies”),
for an aggregate base consideration of
RMB2,900,000,000; and

(i)  Swire procured its subsidiaries to transfer to
CCBL all the issued share capital in Swire Coca-
Cola Beverages Shaanxi Limited (“Coca-Cola
Shaanxi”) for an aggregate base consideration of
RMB487,000,000;

The CBL Companies and Coca-Cola Shaanxi are
engaged in the processing, bottling and distribution
of sparkling beverage products, and distributing still
beverage products in various regions in Mainland
China.

On 1 April 2017, the aforementioned acquisitions in
relation to the CBL Companies and Coca-Cola Shaanxi
were completed.

The Group has elected to measure the non-controlling
interest in the CBL companies at the non-controlling
interest’s proportionate share of respective identifiable
net assets.

RS M BRRME

For the six months ended 30 June 2018
HZE20184%F6 A30H 1L/~ EA

16. (1550t

R2016%F 11 A17H » XA RHEH 65% 2 W B
AaElFER O &R ER AR ([Ha] gt ]) BErr A
AR R([AT AT 4E ) K& EEHERBR AR ([ K
m DE AL EERERESD - Bt

() AORILRFEHE QR M A ghirldEgEa 0
A (EE)RBARAR - ATOATL(FH)
KA BRAR - A QA LEESE (F) R ERA
AR A O (2ET) BRBRARZEHE
BT AR LA K AT O A] 2435 % (4 ) SR B R A &)
93.75% BB/ TR ZN « AT E A ZE (91| SRR B IR
A A]89.3% B ETTARAS - AT O AT 4% (L 7)) skt
BIRAR 75% B EITIRZA R A] O A 445 %8 (7 )
R AR AT 60% B EBITRA (it QR £45HE
BIAEEE AR ])  BEAREBAEAARE
2,900,000,0007C : &

(i)  AREREEME R E M P AR B ERE A
HA ARG BR AR ([ A QA4 )
ZEBEBITHRA EXARKBABEASARSE
487,000,000 7T :

A REERFL A B R AT O AT SR P 2 7 B A 3t & [ U =5
FUKEMBIINT « EREDHE TN ERABERND

R2017F4 18 » LaiAEA SRl Aa kAl Aa]
LBRPR B E 5T ©

AR B PRI RS 4 AT R 2 A 2 AT
R B 2 LI B SRR RS -

2018 FHHizRE FERRERATE
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

 ERsARBmEND

For the six months ended 30 June 2018
HZE2018F 6 A30HIE/NEA

<

16. BUSINESS COMBINATION (continued) 16. ¥5 0t (4E)

The fair values of the identifiable assets and liabilities AT EEERRL A B K 0] O A] Z4pR P pA Uk B B B 2 Al R R B
of the CBL Companies and Coca-Cola Shaanxi as at EXBEAFEMT

the date of acquisition were as follows:

Fair value
recognised
on acquisition
UGB EF
R ZAFE
RMB’000
ARETIT
(Restated)
(#e&E5)
Property, plant and equipment ME - B NERE 2,685,174
Prepaid lease payments A L EFIR 131,110
Deferred tax assets FEERIBE = 24,679
Inventories T8 436,356
Accounts receivable FEUER X 532,582
Prepayments, deposits and other receivables TR © Be R E AR GIR 572,059
Cash and cash equivalents BeMReEEIER 424,938
Accounts payable FEISTER R (909,621)
Other payables and accruals EMENFIERETAE (1,098,329)
Interest-bearing bank borrowings STERITEE (997,645)
Tax liabilities MIEBE (26,308)
Deferred income PRIEYA (26,208)
Deferred tax liabilities EEHIBEE (9,018)
Total identifiable net assets at fair value BAFEFTEZ ] #5 EEFERE 1,739,769
Non-controlling interests eI (166,160)
1,573,609
Goodwill on acquisition U B e 1,973,560
3,547,169
Satisfied by: AR5 &S
Cash B 3,547,169
The Group incurred transaction costs of AEE G EIBEREBEER SRR AR 43,710,000
RMB43,710,000 for this acquisition. These TG ° ZER GMAE F W AT AELE -

transaction costs have been expensed and are
included in profit or loss.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

16. BUSINESS COMBINATION (continued)

An analysis of the net outflow of cash and cash
equivalents in respect of the acquisition is follows:

RS SRR
For the six months ended 30 June 2018
HZE 201846 A30HIE/5EA

16. X% &6t (&)

BRI R Be BB S SEER R FEA T
T

RMB’000

AR¥ETTT

(Restated)

(& =51)

Cash consideration (3,547,169)

Cash and bank balances acquired AR ® MIRITAER 424,938
Net outflow of cash and cash equivalents WP k2B e Rk

in respect of the acquisition ReFEEERLFHE (3,122,231)

Since the acquisition, the CBL Companies and Coca-
Cola Shaanxi contributed RMB1,516,355,000 to the
Group’s revenue and RMB17,584,000 to the profit of
the condensed consolidated profit for the six months
ended 30 June 2017.

Had the combination taken place at the beginning
of the reporting period, the revenue and profit
from continuing operation of the Group for the six
months ended 30 June 2017 would have been
RMB7,433,782,000 and RMB1,476,961,000,
respectively.

B BB RIRLAR » FIEARELD A R AT A ATZERR 7 3 7R
EEFRIBA AR 1,516,355,000 7T & A& ZE 2017
F£6 A30BIEAEAZBRESENERNENMARE
17,584,000 7T °

fi & IR E R ETT - AEBEREZE201746 A30
B EAREA 2 F B LS EBRA BN DRI BAR
¥ 7,433,782,000 T X AR#1,476,961,000 7T °

2018 FHHizRE FERMERATE
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

EARE MR RMT
For the six months ended 30 June 2018
HZE2018F 6 A30HIE/NEA

~
17. DISPOSAL OF SUBSIDIARIES

The details of disposed subsidiaries during the six
months ended 30 June 2017 are as follows.

17. HEKRB AT

REZE201756 A30RAIEABEAD HEMB AR 25

BT -

RMB'000
ARBTT

(Restated)

(RBE75)

Net assets disposed of: HEBEFENT

Property, plant and equipment W - BE R&E 282,823
Prepaid lease payments TEf B EFIR 30,782
Prepayments for property, plant and equipment Yz - BB MR 2 B 5IE 25
Goodwill EES 91,351
Deferred tax assets RIETH IR E = 8,723
Inventories T8 81,029
Accounts and bills receivables JE W BR 3 % R 21,428
Prepayments, deposits and other receivables TERFRIE - He M E MR WEIE 16,109
Due from fellow subsidiaries BEINENGIVE 2,621
Prepaid tax TERITRIE 2,960
Pledged deposits BIFR 2,399
Cash and cash equivalents BeMReEEER 45,524
Accounts and bills payables JER R R (132,915)
Other payables and accruals HEMpERFIEREAE (132,345)
Due to fellow subsidiaries UNEENENGIE S (74,375)
Due to associates NG /NCIE O] (6,101)
240,038

Gain on disposal of subsidiaries HE W B A RS 805,367
1,045,405

Satisfied by LATRB 5 &S

Cash B 1,045,405
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

17. DISPOSAL OF SUBSIDIARIES
(continued)

An analysis of the net inflow of cash and cash
equivalents in respect of the disposal of subsidiaries is

RS B B RM

For the six months ended 30 June 2018
HZE 201846 A30 HIE/5EA

17. HEWB 27 (&)

BRLEHNBARZRAS IREFERBANFED
T

as follows:
RMB’000
ARETIT
(Unaudited)
(RAEEZ)
(GESEIE0))
(€<=270))
Cash consideration HeRE 1,045,405
Cash and cash equivalents disposed of HEZRENASEEEE (45,524)
Net inflow of cash and cash equivalents in respect ERAHEWNBRARIZIRE R
of the disposal of subsidiaries REeEEBERRAFRE 999,881

18. OPERATING LEASE ARRANGEMENTS
(@) The Group as lessee

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

18. MEMMZH
(a) ALEBEREEA

RBEMR - AERERBTAIRBELSLHELOE
2 RRSAETH SRR AT

30 June 2018 31 December 2017

2018 2017 &

6H30H 12A31H

RMB’000 RMB’000

AR¥T AREFT

(Unaudited) (Restated)

(RE&ER) (&2E5%))

Within one year —FRN 34,185 43,067
In the second to fifth years, inclusive BE_EZERF  PEEEME 32,637 29491
After five years HF% 3,278 181
70,100 72,739

Operating lease payments represent rental
payable by the Group for certain of its office
properties, leases are negotiated for terms
ranging from one to five years.

EERONAREAREARETHAZYE
2 EMNRS  ABROERE ASE—FE
% o
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
EARE MR RMT

For the six months ended 30 June 2018
HZE2018F 6 A30HIE/NEA

<

18. OPERATING LEASE ARRANGEMENTS
(continued)

(b)

The Group as lessor

The Group leases its investment properties
under operating lease arrangements, with
leases negotiated for terms of six months. The
terms of the leases generally also require the
tenants to pay security deposits and provide
for periodic rent adjustments according to the
then prevailing market conditions. At the end
of the reporting period, the Group had total
future minimum lease receivables under non-
cancellable operating leases with its tenants
falling due as follows:

Within one year

1R

18. MEMI =B ()

(b)

AEBEREEA

AEERBEEHEONTHHEERENE &
BREZHEARNER - —RME - BHZHK
DRERP NS - WA ERREE R
MRABREE - RIWEHR - AREREHESR
MRS A BH A & A B 2 RIS AR
HEeEmmT

30 June 2018 31 December 2017
20184

6 A30H
RMB’000

2017 F
12H31H
RMB’000
AREFT
(GESEIE)
(E5)

AR¥T T
(Unaudited)
(RIBE%)

599 594

19. CAPITAL COMMITMENTS

Commitments for the acquisition of

property, plant and equipment

19. EAKIE

30 June 2018
20184
6H30H
RMB’000

31 December 2017
2017

12A31H
RMB’000
ARETT
(Restated)
(&E7)

AR¥T T
(Unaudited)
(RIBERZ)

BENE  BENRE AR

365,976 218,172
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

20. RELATED PARTY TRANSACTIONS

(a)

Apart from the transactions and balances
disclosed elsewhere in the financial information,

the Group had the following material
transactions with related parties during the

period:

Transactions with fellow subsidiaries:

AR A SRR M
For the six months ended 30 June 2018
HZE 201846 A30 HIE/5EA

20. BEALRS

B B 75 B R B M 3t 75 PR BB 2 2 5 B A RS -
REBNBFEAHEBEA T ETZERAR SN
T

For the six months ended
BZUTHHIEAER

30 June 2018 30 June 2017
20184 2017 F
6H30H 6H30H
RMB’000 RMB’000
ARETTT
(Unaudited)
(REER)
(GESEIE)
(=7)

AR¥T T
(Unaudited)
(RIBE%)

HEZHBARZRS

Sales of goods HEEM 2,538 92,728

Purchases of goods BEEM 406,952 4,709,032

Service fee income ARAS B U A - 2,746

Rental expenses e 7,542 7,058

Service fee expenses RGBS 3,480 4,140
Transactions with the ultimate BEREERARZR S

holding company:

Purchases of goods BEEm 6 17

Rental expenses e - 10,264

Service fee expenses PRFES M - 781
Transactions with associates: HEENF 2R

Sales of goods HEEMm 15,925 84

Purchases of goods BEEM 759,802 758421

Service fee income FRAE B U 1,776 2605

Commission income AEUA 28,236 24,169
Transactions with related companies*: HEAERRIZR S :

Purchases of goods BEEm 124,126 83,545
# Related companies are companies under g AEN R A AEBRKERABEATEZAE]

significant influence by the Group’s ultimate

holding company.

These transactions were carried out in
accordance with normal commercial terms

and conditions mutually agreed by the parties

involved.

ZERXZIREBEE 20T BHEZEE 2 ERRERGET KL
fERAFHETT ©

2018 FHHizkE FERMAERLATE

65



66

N

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
HRARE M RRMTE

For the six months ended 30 June 2018
HZ20184F 6 A30HIE/NEA

N\’

20. RELATED PARTY TRANSACTIONS
(continued)

(b)

(c)

(d)

Transaction with a related party

Pursuant to certain licensing agreements
entered into between a former subsidiary of
the Group and COFCO Corporation, the Group
was granted the exclusive rights to use certain
trademarks for its kitchen food business.
The kitchen food business was disposed in
September 2017, the licensing fee for prior
period were waived by COFCO Corporation.

Commitments with related parties

Pursuant to certain lease agreements entered
into between the Group and COFCO Plaza
Development Co., Ltd., a subsidiary of COFCO
Corporation, the Group’s future minimum
lease payments amounted to approximately
RMB21,070,000 as at 30 June 2018 (31
December 2017: RMB12,560,000).

Outstanding balances with related parties and
non-controlling shareholders of the Group’s
subsidiaries

Except for amounts due to non-controlling
shareholders of a subsidiary of the Group of
RMB10,120,000 (31 December 2017: RMB
10,120,000) which are unsecured, interest
bearing at the rate of 4.28% (31 December
2017: 4.28%) and are not repayable within one
year; the remaining balances with the holding
companies, fellow subsidiaries, associates,
related companies and non-controlling
shareholders of the Group’s subsidiaries are
unsecured, interest-free and have no fixed terms
of repayment.

CHINA FOODS LIMITED INTERIM REPORT 2018

20. BEALXR S (&)

(b)

(c)

(d)

BE-FREALZRS

BREAEEZRMNBARETEEERGRAA
RN ZETRHF S  AREERBRTA
% IRNEBEERMEBHERETHE - BE
RmEBER2017F9AHLE - it EATHRE
ZEFRERETESEARATRR

B —-HREA L 2ER

REAEEREFESEGRAR—EHERR
FRESZERARAR YV AE THERS -
R 20184 6 A 30 A A& B AR R X ETFKEE
#5 ANR#E 21,070,000 7T (2017412 A31 H -
AR#12,560,0007T) °

BEALRAEENE AR FEERRRZ RE
BT

BRARNAEBENE QAR EERBERERAKBAR
#10,120,0007C (20174 12 A31H : A R
10,120,0007T ) A& A - 2 4.28[E (2017 &
12A318 :428FE) it B RBER—FAEE
Hh - BAREERBARZIZERAT - BRKE
NE > BERT - BERT RIEERR IR E
FREERRIEIKIT oS AEETERY -



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS SRR

For the six months ended 30 June 2018

HZE 201846 A30HIE/5EA

"
20. RELATED PARTY TRANSACTIONS 20. BEALR S (E)
(continued)
() Compensation of key management (e) FEBEITEETEEAS R

personnel of the Group

For the six months ended

BZLUTHHIEAEAR
30 June 2018 30 June 2017
2018 F 2017 &
6 H30H 6 H30H
RMB’000 RMB’000
AREET T ARETIT
(Unaudited) (Unaudited)
(RIEEZ) (REEEZ)
(GESEIE0))
(reE7l)
Short term employee benefits HRERA 1,810 3,670
Equity-settled share option expense Bt EERERS - 59
Pension scheme contributions RIRGT SR 79 216
Total compensation paid to key NTEEEEEAEZ
management personnel R AazEE 1,889 3,945

018FhHiwE FERRARAT 67
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
HRARE M RRMTE

For the six months ended 30 June 2018
HZE2018F 6 A30HIE/NEA

20.

21.

22.

o

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 current 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 Corporation 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
Stated-owned Enterprises.

FAIR VALUE MEASURES OF
FINANCIAL INSTRUMENTS

The directors of the Company consider that the
carrying amounts of financial assets and financial
liabilities recorded at amortised cost in the condensed
consolidated financial statements approximate their
fair values.

APPROVAL OF THE CONDENSED
CONSOLIDATED FINANCIAL
STATEMENTS

The condensed consolidated financial statements
were approved and authorised for issue by the board
on 28 August 2018.
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20.

21.

22.

BEALRS (&)

( EBEHHRELEIRZREER

AEEZENCERETNEEAZ RTER
FRBERZ A BB R AR ER
SEEFEERIEFINEE (RHE [BARE]) -
RERMBEAR AEEEXLRBDRETT
MEZXZERETRREEER BER
ME - BE - BERREREMEE  BXR
% WEHBREEBER AR KEEE R F AN
BB BEFRMER - ELRFH N GRREE
BHELERZGFEL - EFRA > BLFH
BEENR G HEAEEB B XK BIETET
RS - HZNSR BB 5 R B BUT SR AR il 3k
BRANEALENESWRAEXINERNKTE
TE o AEEENEERVRBHEEBR -
MELBRL THAREFREREBLE -

TMTRACZAFETE

ARBREFRR - BRSRAVBERERTIZEHKAT
FRremBEEMABZRAERNENAFERS

BEE SR 2 ki)

SEBREA WS REN 201848 A28 RS E R It
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