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Corporate Information (continued)
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As at 28 August 2019 201948 H28H

Company Secretary LEIWE

Mr. Kwok Wai Cheong, Chris® FESEED

Principal Place of Business in the PRC FEFEFEEXEIHE
11/F, East Tower, Skyline Plaza i AREME([FE]
832 Yuejiang Road Central ERE

Haizhu District, Guangzhou City EMmekE

Guangdong Province B8 )L #% 8325%

The People’s Republic of China (the “PRC”)

RAKXEESREL 11

Principal Place of Business in Hong Kong EBTEESEME
Room A, 32nd Floor o

COFCO Tower i 7 /&

262 Gloucester Road E T 82625

Causeway Bay FRERE

Hong Kong 32IEAE

Registered Address of the Company A F) &% i it fit
Cricket Square Cricket Square

Hutchins Drive, P.O. Box 2681
Grand Cayman KY1-1111
Cayman Islands

Hutchins Drive, P.O. Box 2681
Grand Cayman KY1-1111
Cayman Islands

Hong Kong Branch Share Registrar EERDBFRERSE
Computershare Hong Kong Investor Services Limited BEEPREBELEELABR AT
Shops 1712-1716 &5

17th Floor, Hopewell Centre BT

183 Queen’s Road East 2R REFR 1835

Wan Chai ARMHPLLTE
Hong Kong 1712-17165% =

Investor Relations Department

Office of the Board
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Corporate Information (continued)
NEIE-$SI0

i !\ . As at 28 August 2019 72019 H8H28H

{ Investor Enquiry Hotline

+86-20-37795190
+852-2845-1230

Investor Enquiry Email Address

ir@yashili.cn

Stock Code

Hong Kong Stock Exchange 01230

Company’s Website

www.yashili.hk

Principal Bankers

Industrial and Commercial Bank of China (Asia) Limited

Australia and New Zealand Banking Group Limited

Bank of China, Guangdong Pilot Free Trade Zone Nansha Branch

Industrial Bank Co., Limited, Hong Kong Branch

China Guangfa Bank Co., Limited, Guangzhou South Yuexiu Sub-branch

Legal Advisers
As to Hong Kong law

Sullivan & Cromwell (Hong Kong) LLP

As to Cayman law

Conyers, Dill & Pearman

Auditors

Ernst & Young, Certified Public Accountants
Notes:

(1)  Appointed on 29 April 2019.
(2) Appointed on 10 April 2019.
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Financial Highlights

MBRREE

For the six months ended 30 June

B Z6H30H L6fE A

2019 2018 Percentage

RMB million RMB million change

ARBBEERT ARKBEET H) LI

Revenue e A 1,747.4 1,504.1 16.2%

Gross profit ES 769.0 652.9 17.8%
Profit attributable to equity AN E S A ARG FE

holders of the Company 34.3 41.3W 16.9%

Earnings per share (RMB cent) SERAFNARE D)
— Basic and diluted —EARREE 0.7 0.9 -22.2%

For the six months ended 30 June 2019, the revenue of the Group
amounted to RMB1,747.4 million (the same period of 2018: RMB1,504.1
million), increasing by 16.2% as compared to the same period of last year.
The increase in the Group’s revenue was mainly attributable to:

1.  All-out efforts were made to promote sales with channel strategy
adjusted to focus infant formula on the mother-and-baby store
channel and milk power for adults together with nutrition food
products on the KA channel,

2. The Group continuously adjusted its product strategy to gradually
phase out products with low production value and gross profit;

3. In addition, the Group has taken comprehensive efforts to upgrade
its image by using new brand endorsers and also has implemented
its omni-media marketing plan and increased its investments in both
online and offline channels, which promoted the growth in sales
volume.

Note:

(1)  The profit attributable to equity holders of the Company for the first half of
2018 included one-off non-operating net income of RMB39.0 million.
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Management Discussion and Analysis

BB WD

l
( Industry Review

Industry upgrade policies promote industrial
concentration and continuously benefit superior
enterprises

Infant formula is an important food for infants with a huge annual demand
in China every year. With the increase of national income of Chinese
citizens, the demand for product quality is on the rise. Currently, the
market share of domestic milk powder is estimated at over half of the
domestic market. However, given the intense competition from imported
brands, domestic milk powder products are required to satisfy the market
demand for high quality so as to maintain its competitiveness.

In order to further improve the quality of domestic milk powder products,
the Chinese government has issued a series of policies and tightened its
supervision and inspection of infant formula milk powder in recent years,
including the official and full implementation of the Administrative
Measures for the Registration of Recipes of Infant Formula Milk Powder
Products (£ 2) B L E mBC 77 iE MBI PHE)) (the “Recipe
Registration Requirement”). Under the Recipe Registration Requirement,
only milk powder brands which have been registered are allowed for sale
on the market. Meanwhile, the amendments on the production license
examination rules for infant formula food, dairy products and formula food
products for special medical purposes are in process and expected to be
completed in 2019. Such policies will eliminate unqualified small and
medium brands from the market, with only excellent brands standing out.

New policies further improve competitive landscape
and create favorable opportunities for development

In June 2019, the Action Plan for Enhancing Domestic Infant Formula ([
EZNATE AIBHIERAITE HE)) (the “Plan”) issued by the
government of the PRC has further optimized the national food safety
standards and sampling inspection system for infant formula by
strengthening quality supervision through multiple aspects, with an aim to
promote the upgrade of the industry and bolster the quality and brand
reputation of domestic milk power. The Plan proposes to establish a
unified national quality and safety traceability system and support the
construction and upgrade of milk source bases of infant formula, striving
to stabilize the self-sufficiency rate of infant formula at over 60%. The Plan
also encourages infant formula enterprises to conduct mergers and
reorganization to eliminate outdated production capacities to further
enhance the industrial concentration and overall development. At the
same time, the Plan provides tax incentives for enterprises that “go global”
to establish milk source bases and processing plants, which will improve
the competitive environment in the domestic milk power industry and bring
favorable opportunities to leading enterprises for development.
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Management Discussion and Analysis (continued)

EEENWED @

Milk powder market towards premiumization

Given the newly-introduced policy for milk powder products, combined with
declining birth rate and consumption upgrade, dairy enterprises have laid
their emphasis on high-end products like organic milk powder and goat
milk powder, turning such products into their profit growth point and key
development segment, with the new generations of young parents born in
the 1980s and the 1990s as their target customers. Currently, organic
milk powder has an estimated scale of less than RMB3 billion,
representing enormous development potential; goat milk powder also
reflects strong growth momentum with its annual growth rate estimated at
above 25%. Driven by consumption upgrade, the price of infant formula
milk powder keeps rising, and differentiation has become the strategic
layout of major brands.

Business Review

The Group has been committed to becoming consumers’ top pick brands
to provide the most reliable all-round nutrition and health solutions. The
Group has strong resource support from its controlling shareholder,
Mengniu Group and the second largest shareholder, Danone Asia Baby
Nutrition Pte. Ltd. (“Danone Asia”), which significantly enhances the
Group’s growth potential. The business model of the Group incorporates
key factors such as premium imported dairy raw materials, world-class
milk sources, world-class scientific research and self-developed recipes,
advanced manufacturing system, strict quality control and quality
management systems, and gathers global high-quality resources in the
pursuit of the highest quality in the dairy industry, which enable us to offer
trustworthy products to consumers.

Segment results

Since the first half of 2019, the Group, based on the particularities of base
powder products in terms of raw material purchase, production and sales,
has separated the base powder business from the original operating
segment under “Others” and renamed as “Other milk powder products”
segment. There are four reportable operating segments as follows:

Milk powder products

For the six months ended 30 June 2019, the results of milk powder
products segment were RMB123 million (the same period of 2018:
RMB49 million), increasing by over 100% as compared to the same period
of last year, which was mainly attributable to the Group following the
market trends to focus on high-end products, improve the quality of
products and gradually phase out the products with low output value and
gross profits, there by promoting the growth of results.
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Management Discussion and Analysis (continued)

EEENWED @

Other milk powder products

For the six months ended 30 June 2019, the results of other milk powder
products segment were RMB13 million (the same period of 2018: RMB8
million), increasing by 63% as compared to the same period of last year,
which was mainly attributable to sales of base powder products of Yashili
New Zealand Dairy Co., Limited (“Yashili New Zealand”). The growth for
current period as compared to the same period of last year was primarily
due to the increase in utilization of production capacity of Yashili New
Zealand.

Dissolvable products

For the six months ended 30 June 2019, the results of dissolvable
products segment were RMB3 million (the same period of 2018: RMB7
million), decreasing by 57% as compared to the same period of last year,
which was mainly attributable to the Group focusing its major production
and sales efforts on milk powder products with higher gross profit, which
led to the decrease in the results of dissolvable products.

Other business

For the six months ended 30 June 2019, the results of other business
segment were RMB14 million (the same period of 2018: RMB15 million),
decreasing by 7% as compared to the same period of last year.

Products

Believing in “breast milk is the best food for babies”, the Group continues
to innovate and develop infant formula products that are close to breast
milk in terms of nutrition to meet the healthy nutritional needs of infants
during daily feeding at different stages of growth. All products of the Group
are international high-standard products made of premium raw materials,
so as to become the top pick brands of all-round nutrition and health
solutions for Chinese mothers and babies.

— Yashily, a brand focusing on the nutrition research of Chinese babies
for 36 years, boasts its production base in New Zealand, sources
milk with superior quality from New Zealand and concurrently
implements quality inspection standards of both China and New
Zealand, thereby striving to become a world-class “infant formula
expert in China”. Yashily has invited Ms. Yao Chen to act as our
global brand ambassador, seeking to upgrade our brand image to be
a wise choice for mothers.

— Reeborne brings purity and cleanliness from the Austrian Alps:
animal farms at an elevation of 1,680 meters, pastures, and
Simmental dairy cows raised healthily on these pristine lands. Strict
standards for organic products are followed in milk sources, pasture,
feeding, production and transportation, and organic nutrition
formulae are ensured to be safe and natural.
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Management Discussion and Analysis (continued)

EIEE S EE D AT @

o t‘.

— Originating from Europe, Dumex, with over 50 years of research on
breast milk and over 20 years of research on immune and digestive
system, has continued its innovation in product categories from milk
to goat milk, and committed to studying the immune system with an
aim to become the nutrition expert of immune system of infants.

— Arla Baby & Me represents organic milk powder originally canned
and imported from the world’s largest organic dairy producer in
Denmark, which has adhered to good nutrition from natural
ingredients for 130 years. The organic milk powder of Arla Baby &
Me has obtained three major organic certifications, and contains no
hormone, fertilizer or pesticide. Such milk powder is directly made of
fresh milk from the expansive Northern European farms, with full
control of the supply chain. It is positioned for the ultra-high-end
market with its organic formula containing high DHA, full lactose and
a golden ratio of probiotics. “Dedicated to the Danish royal family,
Arla is professional in organic products.”

— Originating from Australia, Doraler milk powder contains 100% whole
goat milk protein, which is easy to be digested as its natural
attributes and to be absorbed by human body. Doraler upholds the
brand philosophy of “Freedom, Bravery and Exploration” and
advocates “Freedom to Grow, Be Loved by Nature”. It proposes
parents in new generations to avoid excessive intervention in their
babies’ development and encourages parents to free their babies
appropriately for more growing room, such that the babies would
express freely and explore the new territories with confidence and
courage.

— Yashili’'s products also include various milk powder products for
adults, such as Mengniu brand adult milk powder, Youyi brand adult
milk powder, and Yourui brand milk powder for the middle-aged and
elderly, and various dissolvable products such as Zhengwei brand
oatmeal and Yashily infant nutritional rice cereal.

Brand strategies

Strengthening national brand image

The Group has, in 2019, continued to enhance its endorsement in CCTV by
increasing advertising in CCTV, including on its News, TV series and
children channels, such as CCTV-1, CCTV-13, CCTV-8, CCTV-14, to fully
cover consumer groups of distributors and mothers.
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Management Discussion and Analysis (continued)

EEENWED @

‘ K
( Introducing innovative experience marketing

In 2019, the Group launched an integrated marketing activity of “A Journey
of Tracing the Source of Five Countries in Three Continents” (= T B3
JBZ BK) and became the title sponsor of “Feel The World” ({&%z 4 tt5R),
the first exclusive travel IP program of iQlYl to show the public its four
overseas milk sources and production bases as well as promote and
enhance brand favorability through the great appeal of celebrities.

Strong exposure of advertisements in landmark to attract
international attention

Through the cooperation with the Canton Tower, the landmark of
Guangzhou, the Group continuously exerted its influence on nationwide
and global audiences and tourists, to turn Yashili into talk of the town.

Strongly penetrating into popular social network platforms
The Group’s brands have strongly penetrated into Tik Tok and other
popular social network platforms to get closer to consumers through
various means including operating accounts with distinct character and
interesting Tik Tok challenges.

Capturing target market by recommending and selling
products in Alibaba e-commerce platform

The Group entered into a strategic partnership with Alibaba to
comprehensively accelerate Yashili's digital operation. In terms of
advertising and marketing, the Group secured high quality resources inside
and outside Taobao through precise consumer group targeting by Alibaba

to promote the conversion of the e-commerce of Yashili.

Product research and development

The Group continues to innovate and develop infant formula products that
are close to breast milk in terms of nutrition to meet the healthy nutritional
needs of infants during daily feeding at different stages of growth. Creating
a competitive advantage with differentiated products is the Group’s key
strategy. In response to the demand from domestic and global markets,
the Group’s professional and extensive R&D team made good progress in
the registration of recipes, as well as research and technology of nutritional
products.

Infant formula keeps gaining recognition

As at the end of June 2019, the Group and its partner Arla had a total of
54 infant formula products out of 18 series approved for recipe
registration.
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Management Discussion and Analysis (continued)

EEENWED @

Improving R&D technology level and expanding research on
breast milk components

The Group continued to put more efforts on fundamental R&D projects and
developed research studies and patent applications on milk powder tests,
which filled the gap of the national standard testing methods, improved
the accuracy of testing and greatly increased the Group’s industry
competitiveness in terms of R&D testing. For example, the invention patent
of “the Testing Method for the Casein Phosphopeptides in Food” ({ & {@
Fh B8 2 3 R EL AR AV 420B) 77 5K)) submitted by the Group has been under
substantive review.

In accordance with the 13th Five-Year Plan, the Group has launched
research on formula design, trial production and animal experiment
regarding breast milk nutrition composition, and has established a
database accordingly. Moreover, based on the research on breast milk
composition in eight cities nationwide, the Group has been proactively
carrying out study on “Optimizing the Design and Development of Proteins
and Amino Acids in Infant Foods” (Bt ERENMGEBR ALK R R
FRAYERET AR %)) . In response to national policies, the Group has
cooperated with national well-known medical institutions such as Capital
Institute of Pediatrics to further explore the impact of nutrients contained
in the infant formula on the brain, intestines and physical development of
infants through clinical trials.

Sales channels

Adhering to the channel strategy of “Mother-and-Baby Stores for Infant
Formula Products, KA in Modern Trade for Nutrition Products, and All-
round Development for New Channels and New Products” ' the Group
further promoted the product lines-based organizational structure of
business units, expanded channels and facilitated the coordinated
development of various product lines through a flexible and rapid market
response mechanism. In addition, through the continuous advertisement
on CCTV, local TV and multi-channel online media, together with the large
and medium-size activities themed on “Most Beautiful Mother” ( & 3= #5% 4% )
promoted through innovative online and offline interactive mechanisms,
the Group has attracted more new consumers and boosted its overall
sales performance.
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Management Discussion and Analysis (continued)
EEEWED M@

Solidifying core market and developing potential market for
mother-and-baby stores, expanding business with KA of
modern trade and the e-commerce channel

As for infant formula products, the Group solidified its position in core
markets by enhancing distribution in third- and fourth-tier cities as well as
penetrating into counties and towns and improving clients’ profit.
Meanwhile, the Group has been actively establishing its presence in the
potential market for mother-and-baby stores and realized steady
development.

As for modern trade, the Group focused on the expansion in KA of modern
trade by setting up a dedicated team. While strengthening and increasing
the market share of milk powder products for adults such as “Youyi” and
“Yourui”, the Group also developed milk powder products for adults and
innovative dissolvable products for emerging demand, so as to satisfy
different needs of consumers.

As for e-commerce, the Group fully utilized e-commerce resources such as
Tmall New Retail, Alimama and other digital media delivery platforms by
leveraging on close cooperation with Alibaba Group. With the expansion of
e-commerce channel, the Group achieved extensive product sales.

Quality management

The demand for high quality of milk powder is increasing with the
accelerating consumption upgrade in mother-and-baby market. A complete
quality management system is the key to producing safe products. At the
beginning of 2019, the Group had decided on its “three quality years”
solution to continuously intensifying quality improvement activities to
maintain the high quality of products, while continuing those activities from
year 2018. The Group recorded a 100% pass rate in both ready-for-delivery
products and external spot checks in the first half of the year, which proves
that the Group has stable operation of its quality system to ensure
products meet consumer expectations and boost consumer confidence in
the Group and its products.

Full-scale and in-depth quality management

The “three quality years” solution of the Group further enriched the
coverage of quality training, including food safety law, laws and regulations,
quality system, operation procedures, production practices, changing
orders, and so on. Staff from different levels have enhanced their
knowledge and awareness of quality by virtue of 130 sessions organized
for quality training and daily task-specific work training in the first half of
the year.
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Management Discussion and Analysis (continued)
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Placing great emphasis on internal and external quality
audits

In the first half of the year, all factories under the Group had passed a total
of 33 external audits in relation to production licensing, GMP, HACCP,
FSSC22000, organic certification and others. At the same time, the
Group’s factories located in Chaozhou and Shanghai had also passed the
unannounced inspection made by respective provincial Administration for
Market Regulation.
Chaozhou had completed the cross-auditing of quality systems made by
the Quality Management Center together with the Supply Chain Center and
the R&D Center of the Group. Laboratories in each factory had also
conducted frequent monitoring to ensure the accuracy of test data.
Moreover, the Quality Management Center had enhanced the quality
management of original equipment manufacturers (OEMs), through the
standardization of such aspects as raw materials, quality control of
production process, tracking system and consumer complaint handling
procedures, to ensure the quality of OEM products.

In addition, the factories located in Shanxi and

Establishing product quality and safety tracking system

The Group is committed to the construction of product quality tracking
systems. All infant formula products under the brands of the Group have
achieved “One can, one code”. In 2019, the Group has become one of the
pilot enterprises for the construction of infant formula quality and safety
tracking system. The Group’s internal product tracking information will be
gradually upgraded into the platform of the Ministry of Industry and
Information Technology of China (the “MIIT”), with an aim to provide
consumers with an access to key information in relation to products and
enterprises. This is a testament of the Group’s confidence in its product
quality.

Supply chain

In 2019, the Group continued to enhance empowerment management in
terms of supply chain culture, talent pool, lean production, excellent supply
chain operation, production-sales coordination, upstream-downstream
coordinated management for the supply chain as well as key projects.

Developing quality products with craftsman spirit

In respect of supply chain culture and talent team construction, the Group
carried out a large-scale team building activity under the theme of “Retake
the Long March”. Bearing the original aspiration in mind, the Group
followed the core value for supply chain management of “Strict
Management and Collaborative Operations”, with supply chain, R&D and
quality management departments joining hands to manufacture quality
products with craftsman spirit for Chinese milk powder and to embark on
the new journey of the Group’s rapid growth.
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Management Discussion and Analysis (continued)
EEEWED M@

Refined and digitized management to realize world-class
quality production

In respect of lean production management, the Group strengthened the
refined management of quality control during production and devoted
more and better technical professionals to process management to further
enhance the quality of the Group’s products. In respect of extraordinary
supply chain operations, the Group increased its investment in supply
chain digitization projects and launched Yashili's middle platform
construction to realize digital management of the supply chain, and began
to introduce a world-class supply chain operation and management
system, so as to lay a solid foundation for the IBP. In respect of
coordination between production and marketing, the Group strengthened
the management of the demand model, reached out to front-line market,
actively grasped the market demand and gradually transformed to the
demand-driven business strategy; and fully adjusted the inventory
structure and improved the speed of order responding.

Coordinating upstream to downstream supply chain and
supporting improvement and innovation

In respect of upstream supply of raw materials management, with the
resource advantage of Mengniu Group, the Group’s procurement strategy
successfully avoided the potential adverse effects of rising international
raw milk prices in 2019, and maintained its competitive edge in supply
management and reserve of key raw milk, raw goat milk, organic raw
materials and lactoferrin content. In respect of the downstream customer
service, logistics delivery efficiency has significantly improved. The logistics
team devoted its efforts into the frontline of sales business, strengthened
its service to the distributor customers, and kept track of the current
business situation of the customers, to pave the way to provide better
customer services and strengthen the construction of its logistics network
in the future. In addition, the Group continued to invest in the improvement
of plant operation, pursued higher product quality and more automated
production and at the meantime maintained high sensitivity in product
development and innovation. In the first half of the year, the Group
completed dozens of trial production works in packaging process, product
innovation and formulation optimization, etc.

Management system

The Group continued to deepen the digitization of channels management
by strengthening the digitization process of distributors and stores, using
smart terminals to empower stores and shopping guides, and enhancing
the linkage with consumers through membership and credits.
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Management Discussion and Analysis (continued)
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With this as the foundation, the Group carried out comprehensive
cooperation with Alibaba and established a digitized middle platform to
link the enterprise internal data (including SAP) with online and offline data
such as e-commerce. Through private domain data banks, the Group
conducted 360 degree profiling for distributors and consumers and was
able to realize personalized automated marketing. By utilizing the Alibaba
data bank and zooming in, the Group has switched from membership
operation to crowd operation. Through upgrading the brands, goods supply
chain, circulation and the whole channel sales process, the Group aims to
achieve in-depth integration of online and offline services and experience,
and remodel a new consumer-oriented retail model.

Financial Review

Revenue

For the six months ended 30 June 2019, the Group’s revenue amounted
to RMB1,747.4 million (the same period of 2018: RMB1,504.1 million),
representing a 16.2% increase as compared to the same period of last
year.

Revenue by brand and product category — for the six months
ended 30 June (unaudited)
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Management Discussion and Analysis (continued)
B E 5 B 2 AT )

For the six months ended 30 June 2019, milk powder products recorded a
revenue of RMB1,398.6 million (the same period of 2018: RMB1,144.2
million), increasing by 22.2% as compared to the same period in 2018.
The proportion of sales of high-end infant formula in sales of milk powder
products increased to 36.4% for the first half of 2019, as compared to
34.9% for the first half of 2018 and 34.4% for the second half of 2018;
other milk powder products recorded a revenue of RMB264.2 million (the
same period of 2018: RMB188.7 million), increasing by 40% as compared
to the same period in 2018, which was mainly derived from the sales of
base powder sold by Yashili New Zealand to Danone Asia Pacific Holdings
Pte Ltd., a subsidiary of Danone SA; dissolvable products recorded a
revenue of RMB59.3 million (the same period of 2018: RMB91.2 million),
decreasing by 35.0% as compared to the corresponding period in 2018;
and other products recorded a revenue of RMB25.3 million (the same
period of 2018: RMB80.0 million), decreasing by 68.4% as compared to
the same period in 2018.

The increase in the Group’s revenue was mainly attributable to:

1.  All-out efforts were made to promote sales with channel strategy
adjusted to focus infant formula on the mother-and-baby store
channel and milk power for adults together with nutrition food
products on the KA channel;

2. The Group continuously adjusted its product strategy to gradually
phase out products with low production value and gross profit;

3. In addition, the Group has taken comprehensive efforts to upgrade
its image by using new brand endorsers, and also has implemented
its omni-media marketing plan and increased its investments in both
online and offline channels, which promoted the growth in sales
volume.

Gross profit

For the six months ended 30 June 2019, the Group recorded a gross profit
of RMB769.0 million (the same period of 2018: RMB652.9 million),
representing an increase of 17.8% from the same period of last year. The
gross profit margin was 44.0%, representing an increase of 0.60%, which
was due to an increase in the proportion of revenue contributed by the
sales of high-end products with high margin in the total revenue of the
Group for the period.
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Management Discussion and Analysis (continued)
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Selling and distribution expenses

For the six months ended 30 June 2019, the Group generated selling and
distribution expenses of RMB614.9 million (the same period of 2018:
RMB573.5 million), representing an increase of 7.2% from the same
period of last year. In terms of the percentage of revenue, the selling and
distribution expenses was 35.2% for the first half of 2019 (the same
period of 2018: 38.1%), representing a decrease of 2.9% from the same
period of last year, which was mainly due to the increase in sales revenue
and the enhancement of utilisation efficiency of selling and distribution
expenses.

Administrative expenses

For the six months ended 30 June 2019, administrative expenses
amounted to RMB111.3 million (the same period of 2018: RMB87.9
million), representing an increase of 26.6% from the same period of last
year, mainly attributable to an increase in compensation and option
incentives and R&D expenses.

Net finance income

For the six months ended 30 June 2019, net finance income amounted to
RMB42.6 million (the same period of 2018: RMB54.1 million). The
decrease in net finance income of 21.3% was mainly attributable to the
increase of finance expenses due to the increase of bank borrowings.

Income tax (expense)/credit

For the six months ended 30 June 2019, the provision for income tax
expense of the Group amounted to RMB14.2 million (the same period of
2018: RMB-47.7 million) and the effective income tax rate was 29.3% (the
same period of 2018: 745.3%). The increase of income tax expense was
mainly due to that the sales revenue of the Group increased significantly
during this period which helped the Group end up with a profit.

Inventory

As at 30 June 2019, the balance of inventory of the Group amounted to
RMB989.2 million (31 December 2018: RMB757.4 million). The increase
in inventory of 30.60% was mainly to prepare products for sales.

Other current financial assets

As at 30 June 2019, other current financial assets mainly included
structural bank deposits and commercial bank wealth investment products
in total of RMB686.1 million which were principal guaranteed and with
anticipated annualised yields of 2.40% to 4.35% (31 December 2018: 4.1%
to 4.5%).
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Management Discussion and Analysis (continued)
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Trade receivables

As at 30 June 2019, the Group’s trade receivables amounted to
RMB213.6 million (31 December 2018: RMB151.6 million). During the
first half of 2019, the trade receivables turnover days were 22 days (the
same period of 2018: 20 days), representing an increase of 2 days as
compared to the same period of 2018, which was mainly attributable to
the increase in the proportion of the sales to modern trade customer.

Human resources and employees’ remuneration

As at 30 June 2019, the Group had a total of 3,180 full-time employees (30
June 2018: 2,310). The total staff cost for the period was approximately
RMB252.4 million (the same period of 2018: RMB231.4 million). The
increase in total staff cost was mainly due to the increase in number of
employees resulting from the optimization and upgrade of the Group’s
structure and the growth in capacity and sales volume.

Contingent liabilities
As at 30 June 2019, the Group had no material contingent liabilities (31
December 2018: Nil).

Capital commitment

As at 30 June 2019, the Group’s capital commitment was RMB14.2 million
(31 December 2018: RMB5.4 million), which was mainly related to
improvement projects in relation to the Recipe Registration Requirement
and milk powder production equipment.

Use of net proceeds from the Initial Public Offering

The Company’s net proceeds from the Initial Public Offering amounted to
approximately RMB1,965.8 million after deduction of relevant expenses.
As of 30 June 2019, the Company had used up all the net proceeds from
the Initial Public Offering in accordance with the manner as disclosed in
the section headed “Future Plans and Use of Proceeds” in the prospectus
dated 30 October 2010.

Human Resources

In the first half of 2019, the Human Resources Management Center
deepened cultural values cultivation and empowered business to build a
professional and efficient team in accordance with the strategic objectives
of the Group.
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Deepening culture cultivation

Corporate culture is a prerequisite for building the execution ability for an
organization. In the first half of 2019, the Group implemented a series of
activities to promote and deepen the development of corporate culture,
including mini-courses of corporate culture for executives, Group Journals,
Power of Role Models and other activities, with an aim to boost team
morale and execution.

Uniting and concentrating efforts by empowering
business

The Group increased investment in training resources and fully promoted
the targeted job trainings to enhance the professional skills of the team.
The form of the trainings is diversified, including training courses,
experiential trainings, outdoor expansion trainings, and a combination with
online trainings through mobile business academy. Employees applied the
skills they have learnt to their work.

Building a professional business team and increasing
employer brand exposure

The Group strongly believes that talents are valuable assets for corporate
development. The Group has built a professional sales team through
various channels, such as conducting industry benchmarking and
recruiting senior sales talents in the milk powder industry by taking
advantage of the internal employee network. Meanwhile, the Group has
made an achievement in employer brand building, having been granted
the “2019 Top Human Resources Management Award” (20194 A 1 &
JRE B AEH ) by 5ljob.com (BIF2#EE ), which has improved the
employer brand image.

Motivating and retaining core talents with caring and
incentive mechanism

The Group attaches great importance to the care, motivation and
recognition given to its employees. In terms of remuneration incentives,
the overall compensation competitiveness of the Group has been
enhanced through the 2019 annual salary adjustment, which unifies the
salary structure of the workers. In terms of caring for employees, the Group
has implemented various internal employee caring activities and non-
material incentives, such as festival activities, themed activities related to
corporate culture, birthday parties, sports clubs and other activities, with
an aim to enhance employees’ happiness at work and promote their
physical and mental health.
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( Social Responsibility

In order to implement the guiding principle of the No. 1 Central Document
issued at the beginning of the year, and to better respond to the strategic
thinking of “Poverty alleviation in a targeted way” put forward by the
General Secretary Mr. Xi Jinping, the Group was committed to poverty
alleviation and deems poverty alleviation as one of the core tasks during
the Group’ development.

In early January, a team of volunteers of Doraler visited Dalongmiao Village
of Mazhuang Xiang, Zhenping County, Nanyang City, Henan Province and
carried out a “Warm winter public service plan” to encourage citizens to
donate children clothes, toys and stationeries. The Group also donated
Doraler goat milk powder to the local babies.

In March, the Group signed a strategic agreement with the relevant
ministries of Lijiang government, pursuant to which the Group agreed to
support a number of poverty alleviation projects covering education,
ecology and other areas in the next three years, as well as local tourism
and public welfare programs, with a view to improving the living standards
of local residents. The Group also provided milk powder products and
school uniforms to local primary schools and nursing homes. In addition,
the Group also offered goods and materials to the remote Madi Village,
Ruijin City, Jiangxi Province and visited the primary school in Madi Village
and local poor households.

In June, the Group carried out nutrition-targeted poverty alleviation in poor
areas; and together with the Women’s Federation of Li County, Gansu
Province, delivered Yashily Youyi High-Calcium Milk Powder for Nutrition of
Middle-aged and Elderly to poor households in Li County, Gansu Province,
aiming to protect the health of people in poverty. Together with Mengniu,
the Group offered healthy school milk to the local kindergarten children, in
order to help children gradually cultivate good dietary habits, including
drinking milk.

Public Relations and Crisis Management

The Group strives to communicate with relevant government departments,
consumers and the media through various channels in a proactive, open,
sound and active way to integrate information, relation, image, and media
resources. The Group has also adopted various public approaches at the
same time with a view to achieving win-win results. In respect of brand
communication, the Group enhanced the awareness of the Group and its
brand through various traditional and innovative media channels.
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The Group is committed to improving the crisis management system by
optimizing the efficiency of collaborative work among departments to deal
with various consumer requests in a timely and effective manner, assisting
and coordinating with government departments’ enquiries and responding
to media concerns, promptly offering solutions to customers, preventing
the outbreak of crises, effectively monitoring public opinions and promptly
responding to industrial incidents. The Group paid high attention to the
market, services and coordination with market sales, providing a solid
support for sales.

Investor Relations

The Group believes that effective communication with shareholders,
investors and prospective investors is essential for enhancing investor
relationship and enabling investors to understand its business
performance and strategies. The Group conducts communication and
exchanges with investors through various channels and means such as
onsite receptions, telephone conferences, non-trading roadshows and
investment summits of securities companies.

To facilitate effective communication, the Group has set up a website (www.
yashili.hk) to post its latest financial information, corporate governance
practices and other data available for public reference.
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Policy implications

Policies to promote quality upgrade of entire milk powder
industry chain and enhance competitiveness of domestic
enterprises

As of 15 July 2019 - a total of 1,254 infant formulas and 27 formula foods
for special medical purposes have been registered since the
implementation of “Measures for the Administration of the Registration of
Formula Food for Special Medical Use” ({}FZkE2 £ H 2 5 & maT M
& IB X)) and the Recipe Registration Requirement. In the second half
of 2019 - the State Administration for Market Regulation will further
deepen the reform and tighten the registration and supervision of infant
formula and formula foods for special medical purposes. Further
amendments to a number of milk powder policies are in progress. Under
the new milk powder policy, it is expected that the milk powder industry
will accelerate merger and acquisition integration, enhance industry
concentration, and thus promote more orderly market competition. The
action plan for the quality improvement, industry upgrade and brand
cultivation of domestic infant formula is put forward in the Plan aiming at
stabilizing the self-sufficiency level of infant formula milk powder to more
than 60% - an indicator of tremendous development opportunities for the
domestic infant formula manufacturers. It is essential for industry players
to stay abreast of the issuance of relevant supporting documents to the
policies.

Industry trend

Second- and third-tier cities becomes the focus of industry
layout

With the natural population flow brought by the economic development of
the second- and third-tier cities in the PRC, the mother-and-baby store
channel of these cities embraces new development opportunities ahead.
According to the annual report of mother-and-baby industry issued by
Nielsen in 2018, the number of mother-and-baby stores in prefecture-level
cities is the fastest growing in all levels of cities. At the same time, the
further implementation of the Recipe Registration Requirement in 2018
has also promoted the upgrade of domestic milk powder enterprises at the
channel level, triggering fierce competition among enterprises in the
industry in the second- and third-tier cities.
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High-end market becomes the focus of large-scale
enterprises, with deepened market deployment nationwide
Faced with the challenges brought by the insufficient newly-born
population and the Recipe Registration Requirement, many enterprises in
the industry have focused on developing their high-end product lines to lay
out the national market network, grabbing market share with higher gross
profit and wider distribution network of products. Large milk enterprises
have even committed to omnidirectional investment, thereby gradually
deepening their market deployment. Besides nationwide investment
promotion and sales network building, such enterprises also continuously
increase investment in brand image building, brand promotion and new
marketing approach, and deploy sales channel which are in line with the
brand image to drive the sales level of stores.

Continuous transformation into modern trade and
digitalization of mother-and-baby stores channel

At the channel level, mother-and-baby stores are still the main sales
channel of the infant formula business. As the middle and large-scale
mother-and-baby stores show apparent trends of transforming into modern
trade and digitalization, the mother-and-baby store channel has shifted the
competition from contending for pure channel network resources to the
digital and modernized operation of end stores, thus “Cross-border” and
“New retail” will be the new hotspots of such channels.

Organic milk powder and goat milk powder remains as hot
growth points of milk powder industry

With the deepening of consumption upgrade among Chinese citizens, the
trend of the differentiation of consumption is evident, and consumers’
pursuit of high-end, good value-for-money, customized products and so on
are especially so. At the same time, regional consumption gap is also
narrowing due to increased urbanization level and consumers’ broader
horizons in product features. Segmenting product categories such as
organic milk powder and goat milk powder will still be the hot growth
points of the industry.

Company strategies

Product research and development

In 2019, the Group plans to complete the registration of all infant formula
products recipes submitted last year. In the first half of the year, the Group
has obtained the additional approval for registering six infant formula
recipes of two series. In addition, the Group has developed and
implemented a detailed plan to comprehensively upgrade the recipes of
existing infant formula products launched in the market.
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Besides, the product development of formula food for special medical
purposes has been extended to adults with special dietary needs. In 2019,

the Group will put more effort in designing unique formulae to cater for
demands of consumer groups in different age stages including children,
teenagers, adults, middle-aged and elderly people. Functional ingredients
will be taken into account in the new formula to create more consumption
hotspots for milk powder for adults. The Group will develop more new
flavors of soymilk powder products, oat products and related organic
products, and introduce diverse choices in terms of packaging and product
specifications, so as to attract more consumers and promote consumption
upgrade.

Sales channels

The Group will continue to increase its input in brand building, strengthen
the layout and construction of different sales channels of each business
segment, and continue to promote the work related to products, channels,
marketing and management.

Consolidating milk powder products with a focus on organic and
goat milk products

The Group will implement a multi-dimensional differentiated layout and
continue to optimize product recipes to cover high, medium and low-end
markets with a diversified product portfolio. The Group will continue its
efforts to consolidate milk powder products, expand the market share of
organic products and make breakthroughs in goat milk powder. The Group
will enhance the overall competitiveness of organic milk powder products
and adopt an efficient distribution strategy in goat milk segment to form a
synergetic mechanism between brand value and pricing strategy.

Promoting sales channel upgrade, key account management and
refined management

In the future, the Group will focus on increasing sales channel output in
the second- and third-tier cities, continuing to deepen network penetration
and cooperation as well as selecting high-quality distributors and chain
channel customers to jointly promote business development. The Group
will continue to expand into middle and large-scale mother-and-baby stores
and KA shopping malls, and re-position milk powder products for adults to
be the major products marketed through modern trade channel. As for
refined management of customers, the Group will further develop
strategic-cooperative customers to increase potential and loyalty of key
customers.
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Continuously innovating marketing channels and enhancing
consumer operation capacity

Apart from conventional marketing channels, the Group will constantly
explore other interactive and innovative marketing channels, including but
not limited to live video streaming by web celebrities and pop-up stores.
The Group will continue to enhance its operation capacity on consumer
assets, and offer dedicated products and services to target consumers of
various levels by various dedicated marketing channels to explore more
potential markets. Meanwhile, the Group will also utilize big data resources
to detect demands and focuses of targeted groups so as to carry out series
of promoting activities and organize integrated marketing activities with
deeper marketing effect.

Optimizing marketing management and customer service level

The Group will continue to optimize its internal management, and to realize
and improve informatization management of channels through its
collaboration with Alibaba Cloud, so as to keep track of the operating data
from channels and customers, and ultimately provide customers with
products and services that conform to the market requirement. Besides,
the Group will further promote big data analysis and application, improve
service experience of frontline consumers, increase marketing accuracy,
and improve product supply and distribution efficiency, to provide better
products and services experience for consumers.

Supply chain

In the second half of the year, the Group will continue to put emphasis on
empowerment improvement of six segments in the supply chain business
to build a high-performing business team and thus to drive business
development, and continue to put efforts in in-process control to ensure
the quality of products. Meanwhile, the Group will engage in cooperation
with digital technology giants to strengthen the digitalization of supply
chain and achieve digital-driven development. The Group plans to ally with
strategic suppliers to maintain the resource advantage in upstream raw
material supply and construct regional central warehouses to optimize
logistics network, shorten the order processing time and improve customer
services. The Group is also committed to completing annual improvement
projects for its factories operation and further product development, so as
to enhance the Group’s product innovation ability.
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Human resources

In the second half of 2019, the Human Resources Management Center of
the Group will uphold the business-oriented philosophy and enhance
organizational performance, thus to effectively and precisely train and
cultivate professional talents for the organization.

Strengthening cultural construction to enhance organizational
performance: The Group will continue to implement and strengthen the
values of “Integrity, Responsibility and Entrepreneurship” and promote the
corporate culture through various staff activities, and will also adopt more
incentive assessments to further enhance staff performance and energy.

Establishing employer brand to improve corporate image: The Group will
refine the value proposition of the employer brand and carry out internal
and external employer brand construction activities. Meanwhile, the Group
will also stimulate the recognition by internal staff of the employer brand,
expand internal recommendation channels and continuously promote the
employer brand through online publicity and various offline activities.

Continuously promoting the construction of talent supply chain to
facilitate talent development in an all-round way: The Group will
establish a staff competency model and perfect the staff cultivation and
development system by establishing the talent pool training and promotion
mechanism and building a team of talents, with a focus on the
comprehensive training and development of the sales team.
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The board of directors (the “Directors” or the “Board”) of the Company
would like to present their interim report together with the unaudited
condensed consolidated financial statements of the Company and its
subsidiaries (the “Group”) for the six months ended 30 June 2019.

Interim Dividends

The Board does not recommend an interim dividend for the six months
ended 30 June 2019 (for the six months ended 30 June 2018: Nil), and
recommends to retain the earnings for the period.

Directors’ and Chief Executives’ Interests and
Short Positions in Shares, Underlying Shares and
Debentures as at 30 June 2019

As at 30 June 2019, the Directors and the chief executives of the Company
and their respective associates had or was deemed to have the following
interests or short positions in the shares, underlying shares and
debentures of the Company and its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance (Chapter 571
of the Laws of Hong Kong) (“SFO”), which have been notified to the
Company and the Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) pursuant to Division 7 and 8 of Part XV of the SFO, including
interests and short positions which the Directors and the chief executives
of the Company are taken and deemed to have under such provisions of
the SFO, or which are required to be and are recorded in the register
required to be kept under Section 352 of the SFO or as otherwise notified
to the Company and the Stock Exchange pursuant to the Model Code for
Securities Transactions by Directors of Listed Issuers (the “Model Code”)
as set out in Appendix 10 to the Rules Governing the Listing of Securities (the
“Listing Rules”):
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Report of the Directors (continued)

( Directors’ interests in the shares of China Mengniu Dairy Company Limited
(“Mengniu Dairy”) (being a holding company and an associated corporation
of the Company):

Name of director

EEnR

540 EEME

Mr. Jeffrey, Minfang Lu Beneficial owner

E ML EmEA A

Mr. Zhang Ping Beneficial owner

RFERE BEHERA

Mr. Chopin Zhang Beneficial owner

3R *F (Chopin Zhang) % 4 EmiEA A
Notes:

(1) All the shares are held in long position.

(2) The calculation is based on the number of shares as a percentage of the total
number of issued shares of Mengniu Dairy (i.e. 3,931,120,554 shares) as at
30 June 2019.

Save as disclosed above, as at 30 June 2019, none of the Directors or
chief executives of the Company had or was deemed to have any interest
or short positions in the shares, underlying shares or debentures of the
Company and its associated corporations (within the meaning of Part XV of
the SFO), which had been recorded in the register maintained by the
Company pursuant to Section 352 of the SFO or which had been notified
to the Company and the Stock Exchange pursuant to the Model Code
contained in the Listing Rules. Save as disclosed above, at no time was
the Company, its holding company or any of its subsidiaries a party to any
arrangements to enable the Directors and chief executives of the Company
(including their spouse and children under 18 years of age) to hold any
interest or short positions in the shares or underlying shares in, or
debentures of, the Company or its associated corporations (within the
meaning of Part XV of the SFO).
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Substantial Shareholders’ Interests and Short
Positions in Shares and Underlying Shares as at
30 June 2019

MARRENESTHIAEZSITHRABERR
M 7201946 A30H » AN A sk E H
FEHNROMEERNDPEEREZ SR
HEEHEXVEFE 23D BB AR E
FARBIMEZR I AR KB ABRIEE
F RGP FEI6ERTEETENELM
NEER AR A LTI EE (WIEERRQ A
EERREITHRAB)NT

To the best of knowledge of any Director or chief executive of the
Company, as at 30 June 2019, the persons or corporations (other than
Directors or chief executives of the Company) who had interest or short
positions in the shares and underlying shares of the Company or its
associated corporation(s) which were required to be disclosed to the
Company under the provisions of Divisions 2 and 3 of Part XV of the SFO,
or which were required to be entered in the register required to be kept
under section 336 of the SFO were as follows:

Approximate
percentage to

Number of the issued

Name of substantial shareholder Capacity/Nature of interest ordinary shares”  share capital®

EERITRA

TERRBR HH 51 RmtE ZTEREAW BABR S

Mengniu Dairy® Interests in a controlled corporation  2,422,150,437% 51.04%
REFLEY RIEHIEE 8 R

Mengniu International® Beneficial owner 2,422,150,437% 51.04%

SR EmnEEA

Danone SA? Interests in a controlled corporation  1,186,390,074% 25.00%
£ BESA® ZESNEE R =

Danone Baby and Medical Holding® Interests in a controlled corporation  1,186,390,074% 25.00%
RPE A B 8 R

Danone Baby and Medical Nutrition BV® Interests in a controlled corporation  1,186,390,074® 25.00%
ZEHEENER

Nutricia International BV® Interests in a controlled corporation  1,186,390,074% 25.00%
ZESLEE R E =

Danone Asia® Beneficial owner 1,186,390,074% 25.00%

ERE M@ EnilEEA

Vanguard International Investment Co., Ltd® Interests in a controlled corporation 303,462,119% 6.39%
TEHEENER

Zhang Yangui® Interests in a controlled corporation 303,462,119% 6.39%
oK fEFE® ZESLEE R =

Zhang International Investment Limited® Beneficial owner 303,462,119% 6.39%

REKBEBRREBRAFC

BEDBEBA

Notes: B 5T -

R2019F6 A308 RFAEBHERFH
B r99.95% K MEFSHEEERER
B, -

(1) As at 30 June 2019, Mengniu Dairy held 99.95% interest in Mengniu (1)
International and Mengniu International directly held the relevant shares.
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Report of the Directors (continued)

As at 30 June 2019, Danone SA held 100% interest in Danone Baby and
Medical Holding. Danone Baby and Medical Holding held 100% interest in
Danone Baby and Medical Nutrition BV. Danone Baby and Medical Nutrition
BV held 100% interest in Nutricia International BV. Nutricia International BV
held 100% interest in Danone Asia and Danone Asia directly held the relevant
shares.

(3) Asat30June 2019, Zhang International Investment Limited was held as to
35.06% by Vanguard International Investment Co., Ltd, which is in turn wholly
owned by Mr. Zhang Yangui.

(4)  Allthe above shares are held in long position (as defined under Part XV of the
SFO).

(5)  The total number of issued shares of the Company as at 30 June 2019 was
4,745,560,296.

Save as disclosed above, as at 30 June 2019, the Directors of the
Company were not aware of any other person or corporation having an
interest or short position in shares and underlying shares of the Company
or its associated corporation(s) which were required to be recorded in the
register required to be kept by the Company pursuant to Section 336 of
the SFO.

Share Option Scheme

The Company adopted a share option scheme (the “Pre-IPO Share Option
Scheme”) on 8 October 2010, and adopted a share option scheme (the
“Share Option Scheme”) on 8 October 2010. On 23 July 2013, Mengniu
International made a voluntary general offer to option holders of the
Company (“Option Offer”), to cancel the outstanding options granted under
the Pre-IPO Share Option Scheme and the Share Option Scheme. On 13
August 2013 (being the final closing date of the Option Offer), the Option
Offer was accepted in respect of 52,088,266 options. The underlying
options together with all the rights attached thereto were cancelled and
given up and all the outstanding options automatically lapsed upon
acceptance of the Option Offer.
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No option was granted by the Company nor was there any outstanding
option granted by the Company from 1 January 2019 to 30 June 2019.

Foreign Currency Risk

The Group is exposed to foreign currency risk primarily from bank deposits,
other receivables and bank loans, denominated in foreign currencies, that
are currencies other than the functional currencies of the operations to
which the transactions relate. The currencies giving rise to this risk are
primarily European dollars, Australian dollars, US dollars, New Zealand
dollars and Hong Kong dollars.

Pledged Assets

As at 30 June 2019, the Group has pledged bank deposits, other current
assets and non-current assets in aggregate of approximately RMB1,925.8
million (31 December 2018: RMB1,948.7 million).

Liquidity and Capital Resources

As at 30 June 2019, the liquidity of the Group was comprised of cash and
cash equivalents, pledged deposits to be released within one year and
other current financial assets amounted to RMB2,341.6 million in
aggregate (31 December 2018: RMB3,009.2 million), representing a
decrease of 22%. The decrease was mainly due to the increase in
preparing products for sales and the increase in turnover days of trade
receivables.

Operating Activities

For the six months ended 30 June 2019, the Group’s net cash outflows
from operating activities amounted to RMB192.6 million (six months
ended 30 June 2018: net inflows of RMB77.8 million). Net cash outflow
from operating activities increase from that of the same period of last year,
which was mainly due to the increase in preparing products for sales for
this period.
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Investing Activities

For the six months ended 30 June 2019, the net cash outflow used in
investing activities amounted to RMB329.3 million (six months ended 30
June 2018: net inflows of RMB146.6 million). The decrease in net cash
from investing activities as compared to the same period of last year was
mainly attributable to the increase in the purchase of time deposits and
other current financial assets for this period.

Financing Activities

For the six months ended 30 June 2019, the net cash inflows generated
from financing activities amounted to RMB97.3 million (six months ended
30 June 2018: net outflows of RMB146.3 million). The increase in net
cash from financing activities as compared to the same period of last year
was mainly attributable to the decrease in pledged deposits in relation to
bank loans.

Loans and Borrowings

As at 30 June 2019, the Group’s bank and other borrowings amounted to
RMB453.8 million (31 December 2018: RMB415.1 million). As at 30 June
2019, the total equity of the Group amounted to RMB5,559.8 million (31
December 2018: RMB5,557.8 million), debt to assets ratio (total bank and
other borrowings at period end divided by total assets) was 5.8% (31
December 2018: 5.4%).

The capital structure of the Group is reviewed by the Board annually,
including the dividend policy and share repurchase activities of the Group.

Corporate Governance

The Group is dedicated to ensuring high standards of corporate
governance with an emphasis on the building up of a diligent and
dedicated Board, a sound internal control system, with a view to enhancing
its transparency and accountability to shareholders. The Board
acknowledges that good corporate governance practices and procedures
are beneficial to the Group and its shareholders.
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During the period from 1 January 2019 to 30 June 2019, the Company
has complied with all code provisions of the Corporate Governance Code (the
“CG Code”) as set out in Appendix 14 to the Listing Rules, except for the
deviation from code provision A.2.1 as explained below.

Code provision A.2.1 of the CG Code stipulates that the roles of chairman
and chief executive should be separate and should not be performed by
the same individual. The division of responsibilities between the chairman
and chief executive should be clearly established and set out in writing.

The positions of Chairman and Chief Executive Officer (“CEQ”) of the
Company are held by Mr. Jeffrey, Minfang Lu and Mr. Chopin Zhang
respectively. The Chairman provides leadership and is responsible for the
effective functioning and leadership of the Board. The CEO focuses on the
Company’s business development and daily management and operations
generally. The Board considers that the responsibilities of the Chairman
and CEO respectively are clear and distinctive and hence written terms
thereof are not necessary.

Board of Directors

For the six months ended 30 June 2019, the Board’s composition had
undergone the following changes:

(1) Ms. Lam Pik Po, Katty resigned as a non-executive director of the
Company with effect from 25 March 2019.

(2) Mr. Gu Peiji (alias Philip Gu) was appointed as a non-executive
director of the Company with effect from 29 April 2019.

As at 30 June 2019, the Board was comprised of four non-executive
Directors, one executive Director, and three independent non-executive
Directors. The non-executive Directors were Mr. Jeffrey, Minfang Lu
(Chairman), Mr. Qin Peng, Mr. Zhang Ping and Mr. Gu Peiji (alias Philip Gu);
the executive Director was Mr. Chopin Zhang; and the independent non-
executive Directors were Mr. Mok Wai Bun Ben, Mr. Cheng Shoutai and Mr.
Lee Kong Wai Conway.
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Report of the Directors (continued)

ndependent Non-Executive Directors

Pursuant to Rule 3.10A of the Listing Rules, independent non-executive
Directors shall represent at least one-third of the board. During the period
from 1 January 2019 to 30 June 2019, the Board of the Company
comprises eight members, three of whom are independent non-executive
Directors. Therefore, Rule 3.10A has been duly complied with by the
Company during the said period.

Disclosure of Information of Directors under
Rules 13.51(2) and 13.51(B)(1) of the Listing Rules

Ms. Lam Pik Po, Katty resigned as a non-executive director of the Company
with effect from 25 March 2019. Mr. Gu Peiji (alias Philip Gu) was
appointed as a non-executive Director of the Company with effect from 29
April 2019. Save as disclosed in the announcements of the Company
dated 25 March and 29 April 2019, there are no changes in the directors’
biographical details since the date of the 2018 annual report of the
Company, which are required to be disclosed pursuant to Rules 13.51(2)
and 13.51(B)(1) of the Listing Rules.

Directors’ Attendance Records

For the six months ended 30 June 2019, 10 board meetings were held by
the Company. The attendance record of each Director at the board
meetings are set out below:

Name of Director

EEgR

Mr. Jeffrey, Minfang Lu (Chairman) EHmE(EE)
Mr. Qin Peng =it E
Mr. Zhang Ping REEE
Ms. Lam Pik Po, Katty® MEBE L LW
Mr. Gu Peiji (alias Philip Gu)? B8 15 E (X £ Philip Gu) e £ @
Mr. Chopin Zhang & F (Chopin Zhang) 5t &
Mr. Mok Wai Bun Ben REWEE
Mr. Cheng Shoutai B REAE
Mr. Lee Kong Wai Conway =EFHLE
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Notes:

(1) Ms. Lam Pik Po, Katty resigned as a non-executive Director of the Company
with effect from 25 March 2019.

(2) Mr. Gu Peiji (alias Philip Gu) was appointed as a non-executive Director of the
Company with effect from 29 April 2019.

Securities Transactions of Directors

The Board has adopted the Model Code as the Company’s code of conduct
and rules governing dealings by all Directors in the securities of the
Company.

The Directors have confirmed, following specific enquiries by the Company,
that they have complied with the required standards set out in the Model
Code throughout the six months ended 30 June 2019.

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

Neither the Company nor any of its subsidiaries purchased, redeemed or
sold any of the Company’s listed securities during the six months ended
30 June 2019.

Company Secretary

On 10 April 2019, Ms. Wu Miu Wah resigned and Mr. Kwok Wai Cheong,
Chris was appointed in place of Ms. Wu as the company secretary of the
Company. Mr. Kwok is the financial controller and company secretary of
Mengniu Dairy (the holding company of the Company), and is not an
employee of the Company. Mr. Kwok contacts the management of the
Company and reports to the chairman of the Board and/or the chief
executive officer of the Company through Mr. Eric Fang of Investment
Management Division, when necessary in accordance with the code
provisions set out in the CG Code in Appendix 14 of the Listing Rules.
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Audit Committee

As at 28 August 2019, the Audit Committee comprises two independent
non-executive Directors, namely Mr. Lee Kong Wai Conway (Chairman) and
Mr. Mok Wai Bun Ben and one non-executive Director, namely Mr. Zhang
Ping (including one independent non-executive Director who possesses the
appropriate professional qualifications or accounting or related financial
management expertise).

The audit committee has reviewed together with the management, the
accounting principles and policies adopted by the Group and the Group’s
unaudited interim results for the six months ended 30 June 2019, and
was of the opinion that the preparation of such interim results complied
with the applicable accounting standards and requirements and that
adequate disclosures have been made.

In addition, the independent auditors of the Company, Ernst & Young, have
reviewed unaudited interim results for the six months ended 30 June
2019 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.

Others

According to paragraph 40 of Appendix 16 to the Listing Rules headed
“Disclosure of Financial Information”, save as disclosed herein, the
Company confirms that the Company’s current information in relation to
those matters set out in paragraph 32 of Appendix 16 has not been
changed significantly from the information disclosed in the Company’s
2018 Annual Report.

On behalf of the Board
Jeffrey, Minfang Lu

Chairman

Hong Kong, 28 August 2019
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Independent Review Report

BYEMBRE

Ernst & Young RKETHEIERAT Tel E5E: +852 2846 9888

22/F, CITIC Tower EERBREE 1S Fax {2 E: +852 2868 4432
&* 1 Tim Mei Avenue REARE2E ey.com

Central, Hong Kong

To the shareholders of
Yashili International Holdings Ltd
(Incorporated in the Cayman Islands with limited liability)

Introduction

We have reviewed the interim financial information set out on pages 39 to
88, which comprises the condensed consolidated statement of financial
position of Yashili International Holdings Ltd (the “Company”) and its
subsidiaries (the “Group”) as at 30 June 2019 and the related condensed
consolidated statements of profit or loss, comprehensive income, changes
in equity and cash flows for the six months then ended, and other
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 International Accounting Standard 34 “Interim
Financial Reporting” (“IAS 34”) issued by the International Accounting
Standards Board. The directors of the Company are responsible for the
preparation and presentation of this interim financial information in
accordance with IAS 34. Our responsibility is to express a conclusion on
this interim financial information based on our review. Our report is made
solely to you, as a body, in accordance with our agreed terms of
engagement, and for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the contents of this
report.
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Scope of review

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

Conclusion
Based on our review, nothing has come to our attention that causes us to

believe that the interim financial information is not prepared, in all material
respects, in accordance with IAS 34.

Ernst & Young
Certified Public Accountants
Hong Kong

28 August 2019
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Interim Condensed Consolidated Statement of Profit or Loss
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For the six months ended 30 June 2019 #{Z=201946 A30H 1-61E A

2019
—E-hEF —E-N\F
(Unaudited) (Unaudited)
(RE&EZ) (REEZ)
RMB’000 RMB’000
AR® T ARETTT
REVENUE U A 1,747,401 1,504,084
Cost of sales $HE AR (978,421) (851,200)
Gross profit E F 768,980 652,884
Other income and gains - NS & 11,313 69,100
Selling and distribution expenses HEREHAX (614,926) (573,470)
Administrative expenses TEH X (111,332) (87,915)
Impairment write-back/(losses) on financial & Bt EEREEE (1B %)
assets 153 (1,146)
Other expenses HEMAX (48,329) (119,971)
Finance income BTN 49,079 59,833
Finance costs B 7% B AR (6,494) (5,759)
PROFIT/(LOSS) BEFORE TAX B AR (B18) 48,444 (6,444)
Income tax (expense)/credit s (BA) R (14,158) 47,742
PROFIT FOR THE PERIOD 7K 8 34 F 34,286 41,298
Attributable to: BB
Owners of the parent nalRERAE A 34,286 41,298

EARNINGS PER SHARE ATTRIBUTABLE TO
ORDINARY EQUITY HOLDERS OF THE
PARENT

Basic and diluted

BRREBRES ARMA
Fh AT

EANMEE
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Interim Condensed Consolidated Statement of Comprehensive Income
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For the six months ended 30 June 2019 #{Z=201946 A30H 1-61E A

Yashili International Holdings Ltd
Interim Report 2019

2019 2018
—E-hEF —E-N\F
(Unaudited) (Unaudited)
(REEX) (REEZ)
RMB’000 RMB’000
AR¥ T AR T
PROFIT FOR THE PERIOD 7N B 5 F 34,286 41,298
OTHER COMPREHENSIVE INCOME/(LOSS) Hib 2wz (385%)
Other comprehensive income/(loss) thatmaybe A RN B HMEF D ERERE 2
reclassified to profit or loss in subsequent Hih2mkes (BX):
periods:
Exchange differences on translation of foreign /& 9N 4 44 S\ & 5 5 47 & 2= %8
operations 4,510 (36,906)
OTHER COMPREHENSIVE INCOME/(LOSS) FOR A HEAR: 18 H b 2 m U 25 (1B %)
THE PERIOD, NET OF TAX 4,510 (36,906)
TOTAL COMPREHENSIVE INCOME FOR THE REREE W= B
PERIOD 38,796 4,392
Attributable to: BER:
Owners of the parent NEBRERFE A 38,796 4,392
40
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30 June 31 December
2019 2018
—E-NEF
ANA=1+H
(Unaudited) (Audited)
(REFEZR) (&)
RMB’000 RMB’000
AR TR AR T
NON-CURRENT ASSETS ERBEE
Property, plant and equipment ME - BEKREE 11 1,496,486 1,510,604
Construction in progress HREIR 12 59,840 83,303
Investment properties HEYHE 13 64,231 73,785
Right-of-use assets FREEE 112,351 -
Land use rights + b (s R — 86,420
Intangible assets B EE 324,918 330,346
Goodwill [EES 14 991,236 991,236
Deferred tax assets ELERIBBEE 356,242 371,036
Long-term bank deposits RHRITER 19 512,313 100,000
Prepayments, other receivables TETFRIE - H b e YRR
and other assets NEMEE 17 16,793 8,882
Total non-current assets EMBEELT 3,934,410 3,555,612
CURRENT ASSETS REBEE
Inventories e 15 989,190 757,376
Trade receivables 2 5 EWR 16 213,643 151,571
Prepayments, other receivables TEFFRIE - H b FE W IR
and other assets FEMEE 17 351,345 237,012
Other current financial assets HrsemEE 18 695,922 695,013
Pledged deposits REESHER 19 165,195 315,315
Cash and bank balances Re RRTHERF 19 1,480,456 2,010,318
Total current assets B A EERE 3,895,751 4,166,605
CURRENT LIABILITIES REIEE
Trade and bills payables E5RERREE 20 514,334 308,058
Other payables and accruals HEfEN R R IETER 21 1,289,526 1,418,278
Interest-bearing bank and other borrowings =t B 8 17 & H b (& 7k 22 434,921 415,128
Tax payable JE P AS 30 6,102 8,569
Total current liabilities mEBEERE 2,244,883 2,150,033
NET CURRENT ASSETS REBEEFE 1,650,868 2,016,572
TOTAL ASSETS LESS CURRENT LIABILITIES EE & ERAB A G 5,585,278 5,572,184
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RS B & OF BT IS AR R 3R @)

30 June 2019 201946 H30H

Interim Condensed Consolidated Statement of Financial Position (continued)

30 June 31 December
2019 2018
—g—he —E-N\E
~NA=+H +=-A=+—H
(Unaudited) (Audited)
(REFEZR) (&)
RMB’000 RMB’000
AR®F R ARBETF
NON-CURRENT LIABILITIES ERBEF
Deferred income B IE W 3,845 4,362
Interest-bearing bank and other borrowings =t £ 48 1T & H fth & 7k 22 18,894 =
Deferred tax liabilities BLEMGEHAE 2,747 9,997
Total non-current liabilities FRBBEETE 25,486 14,359
Net assets EERHE 5,559,792 5,557,825
EQUITY e
Equity attributable to owners of the parent & AT H A E{L
Share capital A% 2 23 399,352 399,352
Reserves B 24 5,160,440 5,158,473
Total equity R 5,559,792 5,557,825
Mr. Chopin Zhang Mr. Zhang Ping
& ¥ (Chopin Zhang) £ & REEE
Director Director
EE o
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Interim Condensed Consolidated Statement of Changes in Equity

FHIEHSHERE R

For the six months ended 30 June 2019 #{Z=201946 A30H 1-61E A

For the six months ended 30 June 2019 B Z2019F6H30H 161 A

Attributable to owners of the parent

FRRSAARERAA
Capital PRC Other Share option
Share Share  redemption statutory capital  reserve/share  Translation Merger  Contributed Retained
capital premium reserve reserves reserve  award reserve reserve reserve surplus earnings Total
B& HE it BRERE/
Bx  ROEE BBREE tERE ARG RORBREE ENRE  AUHE RABR REERA @5t
RMB'000 RMB'000  RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000  RMB'000
ARBTR AR®TR ARMTR AR%TR ARMTR AR%Tr ARMTR ARMTR ARMTR AR%TR AR®TR
(note 23)
((GEPX)
Asat 1 January 2019 (audited) 720195118
(E%7) 399,352  3,845,616* 818+  182,021* (44,615)* 9,646* 31,168*  (850,504)*  1,367,204*  617,119* 5557,825
Profit for the period REER = = = = - - - - - 34,286 34,286
Other comprehensive income for 7% 81 £ fts 52 &4 I 2%
the period:
Exchange differences on BN RRIMERE
translation of financial REZER
statements of overseas
subsidiaries - - - - - - 4,510 - - - 4,510
Total comprehensive income for ~ 2 E Uz B %
the period - - - - - - 4,510 - - 34,286 38,796
Share option and share award R ZEi1& % IR iE 4 B
arrangements** B 1k - - - - - 10,627 - - - - 10,627
Final 2018 dividend declared*** 20185 fi & ¥+ = = = = = = = = = (47,456)  (47,456)
As at 30 June 2019 (unaudited) 7420196 308
(REER) 399,352  3,845,616* 818* 182,021* (44,615)* 20,273* 35678*  (850,504)*  1,367,204* 603,949 5,559,792
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Interim Condensed Consolidated Statement of Changes in Equity (continued)
FHIEHSHESE B R @

For the six months ended 30 June 2019 #{£201946 A30H |F61E 8

For the six months ended 30 June 2018

B Z£2018%F6 H30H IL61A A

Capital PRC Other Share option
Share Share  redemption statutory capital  reserve/share Translation Merger Contributed Retained
capital premium reserve reserves reserve  award reserve reserve reserve surplus earnings
R 2 BRERS/
R BE 351 BAREE ‘ EiGE  AGER REEF
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000  RMB'000
ARETR T ARBTT ARETT AR%TR AREFT ARETI ARBTT ARETT
(note 24)
(KizE24)
Asat 1 January 2018 (audited) #2018 1A1E
(E%H) 399,352 3845616% 818* 182,021* (44,615)% 2,374% 23817*  (850,504)*  1,367,204* 564,844% 5490927
Profit for the period REER > = = = - - - - - 41,298 41,98
Exchange differences on BONTRRINERE
translation of financial WEER
statements of overseas
subsidiaries - - - - - - (36,906) - - - (36,906)
Total comprehensive income for 2 E Y % 1 E
the period - - - - - - (36,906) - - 41,298 4392
Share option and share award R ZE3iE B R E B
arrangements** BE L - - - - - 2,395 - - - - 2,395
As at 30 June 2018 (unaudited) 7420186 F30H
(REER) 399,352 3845616* 818* 182,021* (44,615)* 4,769* (13,089)*  (850,504)*  1,367,204% 606,142* 5,497,714

* k%

These reserve amounts comprise the consolidated reserves of
RMB5,160,440,000 (31 December 2018: RMB5,158,473,000) in the

consolidated statement of financial position.

On 13 July 2017, 7 May 2018, 24 December 2018 and 5 June 2019, China
Mengniu Dairy Company Limited (“Mengniu Dairy”) , the Company’s ultimate
holding company, cumulatively granted 1,655,402 units of shares and
4,445,780 units of share options under its share award scheme and share
option scheme, respectively, to the Company’s directors and the management
of the Group for the purpose of providing incentives and rewards to eligible
participants who contribute to the success of Mengniu Dairy. The amount
represented the fair value amortisation of these share options and share
awards at 30 June 2019.

The Board recommended the payment of a special dividend of RMB1 cent
per ordinary share for the year ended 31 December 2018, amounting to
RMB47,456,000 in total to shareholders whose names appear on the
register of members on 18 June 2019.
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5 L% & S A 2019F 6 A 30 H B & Ak
SA PR R E A R #5,160,440,000 7T
(2018912 A31H : A R #5,158,473,000
JL) ©

M2017%7H13H - 20185 A7H - 2018
F12A24 8 M2019F6 A58 » B 5 4
HEERAATRFAED  ARFZE
BIER AR RIBEEREAE XARE YD
FERMAAREERERBABRARE
1,655,402 % % Z= 14,445,780 I HA#E + LA )
ABTPESS (BRI EFEEBMNEZAER
RESBRER -J AR LRER
R SR £2019F 6 B30E M A R
BEHHETE-

EECEFEMEE2018F12A318 I+ &
EME2019F6 A 188 £ 7 R & a9 ik
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Interim Condensed Consolidated Statement of Cash Flows
FHEBBESHEERER

For the six months ended 30 June 2019 #{Z=201946 A30H 1-61E A

2019
—E-hF
(Unaudited) (Unaudited)
(REEER) (REEZ)
RMB’000 RMB’000
AREB TR AREETFTT
CASH FLOWS FROM OPERATING ACTIVITIES K& ZEHHRERE
Profit/(loss) before tax FAans R, (&18) 48,444 (6,444)
Adjustments for: FEIEE -
Depreciation and amortisation mEREH 7 67,290 79,774
Net gain on disposal of assets classifiedas [ EFHFEEEMLD
held for sale I & F 8 5 - (42,806)
Net loss on disposal of non-current assets HEFREBEEMBL 6 75 2,308
(Write-back)/provision for impairment for B 5 K H b R ERE
trade and other receivables (8[E), (153) 1,146
Provision for impairment of inventories GFEBEER 6 44,082 97,805
Finance income B 75 Mg A (42,585) (54,074)
Foreign exchange differences, net [ 518 55 5,6 (3,103) 10,958
Share option and share award arrangements % 2= A 4 % A% 4 2B =t 21 10,627 2,395
124,677 91,062
Increase in inventories FEME N (273,864) (35,849)
Increase in trade and bills receivables 2 SRR R EHRE M (59,490) (27,407)
Increase in prepayments, other receivables &1 3018 ~ H 4b E Y 7% 18
and other assets H i & E2 N (109,779) (52,512)
Decrease in deposits related to letters of credit < [R | 8 1717 2 F1 & {th & &b
EERD 54,650 116,283
Increase in trade payables, other payables and 2 5 J& (<} BR 3%« H b JiE 1<
accruals FIAFERT B RN 80,281 6,702
Decrease in deferred income i 3E Us 2 Rk (517) (542)
Cash generated (used in)/from operations wEESH Rt 5 E e (184,042) 97,737
Income tax paid BFEH (8,590) (19,943)
Net cash flows (used in)/from operating BETFEHOGRY) FEES
activities R (192,632) 77,794
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Interim Condensed Consolidated Statement of Cash Flows
FHEBEESHEESRER @

For the six months ended 30 June 2019 #{£201946 A30H |F61E 8

(continued)

2019 2018
—E-hEF
(Unaudited) (Unaudited)
(REEX) (REEZ)
RMB’000 RMB’000
AR¥ T AR T
CASH FLOWS FROM INVESTING ACTIVITIES REZHRERE
Interest and gain on investments received 2 W F B 42,548 87,703
Proceeds from disposal of property, plant, HEWE - BE - RER
equipment and land use rights TP A RERTIS SRIE 11,405 6,878
Proceeds from disposal of assets classified as H E#FEFEEEMH ﬁfr 5
held for sale KIA - 252,822
Proceeds from sales of other financial assets 1 & H b & g1 & &= P15 78 877,197 1,276,943
Receipts of bank deposits with original FEIBHBA=EANEH
maturity of more than three months RT3 5 HA /9 3k 851,945 412,459
Payment of bank deposits with original FEIBBAA=EANEH
maturity of more than three months WITERHR R (1,059,331) (649,540)
Acquisition of property, plant and equipment BEE W ¥ - HE LK E (5,949) (4,946)
Payment of construction in progress EEIRBEBENMNR (13,823) (29,605)
Acquisition of intangible assets BEERTEE (9,748) (525)
Acquisition of other financial assets BEHMmEMEE (1,023,529) (1,205,586)
Net cash flows (used in)/from investing REFTHOCRY) FERSE
activities RG] (329,285) 146,603
CASH FLOWS FROM FINANCING ACTIVITIES mﬂﬁ FEBRERE
Proceeds from bank loans ERFE3IE 269,049 479,102
Receipts of pledged deposits at maturity in EHIRITER JFE 8 Ay B 2 4K
relation to bank loans TR KR 301,428 150,491
Repayments of interest-bearing bank loans ~ {E B 5 B B (258,908) (446,351)
Payment of pledged deposits in relation to B3R 1T {8 FAE B M I B 17 3K
bank loans /15 3K (162,072) (326,100)
Principal portion of lease payments HEMZAOARE IS (3,796) =
Dividends paid B E (35,567) =
Interest paid B F B (12,828) (3,486)
Net cash flows from/(used in) financing MEZTBHHAE (RE)ES
activities FE 97,306 (146,344)
NET (DECREASE)/INCREASE INCASHAND BRE&RRESZE@EYWRL)
CASH EQUIVALENTS 30 SF 58 (424,611) 78,053
Cash and cash equivalents at beginningof HIZHRERBLSZEY
period 19 1,158,373 668,962
Effect of foreign exchange rate changes, net EX S HHRERHE$
ZEUNEEFE (324) (433)
CASH AND CASH EQUIVALENTS AT END OF HARRERAESEEY
PERIOD 19 733,438 746,582
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Notes to Interim Condensed Consolidated Financial Statements

T H 5 B S O B SRR M R

Basis of Preparation

The interim condensed consolidated financial statements for the six
months ended 30 June 2019 have been prepared in accordance
with IAS 34 Interim Financial Reporting.

The interim condensed consolidated financial information does not
include all the information and disclosures required in the annual
financial statements, and should be read in conjunction with the
Group’s annual consolidated financial statements for the year ended
31 December 2018.

Changes in Accounting Policies and
Disclosures

The accounting policies adopted in the preparation of the interim
condensed consolidated financial information are consistent with
those applied in the preparation of the Group’s annual consolidated
financial statements for the year ended 31 December 2018, except
for the adoption of the new and revised International Financial
Reporting Standards (“IFRSs”) effective as of 1 January 2019.

Amendments to IFRS 9 Prepayment Features with Negative
Compensation

IFRS 16 Leases

Amendments to IAS 19  Plan Amendment, Curtailment or
Settlement

Amendments to IAS 28  Long-term Interests in Associates and
Joint Ventures

IFRIC 23 Uncertainty over Income Tax Treatments

Annual Improvements ~ Amendments to IFRS 3, IFRS 11 IAS12
2015-2017 Cycle and IAS 23
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Notes to Interim Condensed Consolidated Financial Statements (continued)

AR HA 5 BB & OF B 7% 3R 3k MY 5 e

Changes in Accounting Policies and
Disclosures (continued)

Other than as explained below regarding the impact of IFRS 16
Leases and IFRIC 23 Uncertainty over Income Tax Treatments, the
new and revised standards are not relevant to the preparation of the
Group’s interim condensed consolidated financial information. The
nature and impact of the new and revised IFRSs are described
below:

(@) IFRS 16 replaces IAS 17 Leases, IFRIC 4 Determining whether
an Arrangement contains a Lease, SIC-Int 15 Operating Leases
— Incentives and SIC-Int 27 Evaluating the Substance of
Transactions Involving the Legal Form of a Lease. The standard
sets out the principles for the recognition, measurement,
presentation and disclosure of leases and requires lessees to
account for all leases under a single on-balance sheet model.
Lessor accounting under IFRS 16 is substantially unchanged
from IAS 17. Lessors will continue to classify leases as either
operating or finance leases using similar principles as in IAS
17. Therefore, IFRS 16 did not have any financial impact on
leases where the Group is the lessor.

The Group adopted IFRS 16 using the modified retrospective
method of adoption with the date of initial application of 1
January 2019. Under this method, the standard is applied
retrospectively with the cumulative effect of initial adoption as
an adjustment to the opening balance of retained earnings at
1 January 2019, and the comparative information for 2018
was not restated and continues to be reported under IAS 17.
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Notes to Interim Condensed Consolidated Financial Statements (continued)

AR HA 5 BB & OF B 7% 3R 3k MY 5 e

N‘.

2 Changes in Accounting Policies and
Disclosures (continued)

(a) Adoption of IFRS 16

New definition of a lease

Under IFRS 16, a contract is, or contains a lease if the contract
conveys a right to control the use of an identified asset for a
period of time in exchange for consideration. Control is
conveyed where the customer has both the right to obtain
substantially all of the economic benefits from use of the
identified asset and the right to direct the use of the identified
asset. The Group elected to use the transition practical
expedient allowing the standard to be applied only to contracts
that were previously identified as leases applying IAS 17 and
IFRIC 4 at the date of initial application. Contracts that were
not identified as leases under IAS 17 and IFRIC 4 were not
reassessed. Therefore, the definition of a lease under IFRS 16
has been applied only to contracts entered into or changed on
or after 1 January 2019.

At inception or on reassessment of a contract that contains a
lease component, the Group allocates the consideration in the
contract to each lease and non-lease component on the basis
of their standalone prices. A practical expedient is available to
a lessee, which the Group has adopted, not to separate non-
lease components and to account for the lease and the
associated non-lease components (e.g., property management
services for leases of properties) as a single lease component.
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Notes to Interim Condensed Consolidated Financial Statements (continued)

AR HA 5 BB & OF B 7% 3R 3k MY 5 e

2 Changes in Accounting Policies and 2 ENNRREESEHMNE
Disclosures (continued) LI

(@) Adoption of IFRS 16 (continued)

As a lessee — Leases previously classified as
operating leases
Nature of the effect of adoption of IFRS 16

The Group has lease contracts for various items of property
and machinery. As a lessee, the Group previously classified
leases as either finance leases or operating leases based on
the assessment of whether the lease transferred substantially
all the rewards and risks of ownership of assets to the Group.
Under IFRS 16, the Group applies a single approach to
recognise and measure right-of-use assets and lease liabilities
for all leases, except for two elective exemptions for leases of
low value assets (elected on a lease by lease basis) and short-
term leases (elected by class of underlying asset). The Group
has elected not to recognise right-of-use assets and lease
liabilities for (i) leases of low-value assets (e.g., laptop
computers and telephones); and (ii) leases, that at the
commencement date, have a lease term of 12 months or less.
Instead, the Group recognises the lease payments associated
with those leases as an expense on a straight-line basis over
the lease term.

Impacts on transition

Lease liabilities at 1 January 2019 were recognised based on
the present value of the remaining lease payments, discounted
using the incremental borrowing rate at 1 January 2019 and
included in interest-bearing bank and other borrowings.

The right-of-use assets were measured at the amount of the
lease liability, adjusted by the amount of any prepaid or
accrued lease payments relating to the lease recognised in the
statement of financial position immediately before 1 January
2019. All these assets were assessed for any impairment
based on IAS 36 on that date. The Group elected to present
the right-of-use assets separately in the statement of financial
position.
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Notes to Interim Condensed Consolidated Financial Statements (continued)

AR HA 5 BB & OF B 7% 3R 3k MY 5 e

o T T
2 Changes in Accounting Policies and 2 B BRRESEERD
Disclosures (continued) L1 IE)
(a) Adoption of IFRS 16 (Continued) (a) £R 4K Bl PR B 75 3R & % A

As a lessee — Leases previously classified as
operating leases (Continued)

Impacts on transition (Continued)

The Group has used the following elective practical expedients
when applying IFRS 16 at 1 January 2019:

o Applied the short-term lease exemptions to leases with a
lease term that ends within 12 months from the date of
initial application.

Accordingly, the Group recognised right-of-use assets of
RMB117,570,000 and lease liabilities of RMB29,568,000 as
at 1 January 2019. Prepaid rental of RMB1,582,000 and land
use rights of RMB86,420,000 were derecognised, resulting in
a decrease in prepaid land lease payments included in
prepayments, other receivables and other assets and a
decrease in land use rights.
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Notes to Interim Condensed Consolidated Financial Statements (continued)

AR HA 5 BB & OF B 7% 3R 3k MY 5 e

2 Changes in Accounting Policies and 2 BiBRRESERHNE
Disclosures (Continued) o
(a) Adoption of IFRS 16 (Continued) (a) ¥ 4k B PR BY 3% 3R & % A
165 )
As a lessee — Leases previously classified as ERFEMHEA-REEA
operating leases (Continued) ?%%*HE HWHEE @
Impacts on transition (Continued) BEREE(E)
The lease liabilities as at 1 January 2019 reconciled to the HE2019F1A1BMNHEEE
operating lease commitments as at 31 December 2018 are as H2018F 12 A31IH M K2 HE
follows: EEEZEINT
RMB’000
ARBT T
Operating lease commitments B ZE2018F12 A1 HW L EHERRE
as at 31 December 2018 35,041
Weighted average incremental borrowing rate & £ 20191 A 1 H M Nk F1Hig &
as at 1 January 2019 EESIES 3.26%

Discounted operating lease commitments as &, £2019F 1 51 HM TR KL & HE & H

at 1 January 2019 30,799

Less: Commitments relating to short-term B B AS HA TR & A B AY R RS DA K TR £ B

leases and those leases with a R2019F 12 A31H Z A& R

remaining lease term ending on or e

before 31 December 2019 (271)

Commitments relating to leases of HEBEEEMHESHENER

low-value assets (960)
Lease liabilities as at 1 January 2019 BZE2019F1A10WHEEEE 29,568
Summary of new accounting policies et ERE
The accounting policy for leases as disclosed in the annual B ZE2018F 128318 LW EE
financial statements for the year ended 31 December 2018 is R ERABEENTEE 25K
replaced with the following new accounting policies upon K H2019F 118 £ EH A
adoption of IFRS 16 from 1 January 2019: BRET A ERIE 165 % BE

BAENUN TR
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Notes to Interim Condensed Consolidated Financial Statements (continued)

LR b )

N‘.

2 Changes in Accounting Policies and
Disclosures (continued)

(@) Adoption of IFRS 16 (continued)

Summary of new accounting policies (Continued)
Right-of-use assets

Right-of-use assets are recognised at the commencement date
of the lease. Right-of-use assets are measured at cost, less
any accumulated depreciation and any impairment losses, and
adjusted for any remeasurement of lease liabilities. The cost of
right-of-use assets includes the amount of lease liabilities
recognised, initial direct costs incurred, and lease payments
made at or before the commencement date less any lease
incentives received. Unless the Group is reasonably certain to
obtain ownership of the leased asset at the end of the lease
term, the recognised right-of-use assets are depreciated on a
straight-line basis over the shorter of the estimated useful life
and the lease term.

Lease liabilities

Lease liabilities are recognised at the commencement date of
the lease at the present value of lease payments to be made
over the lease term. The lease payments include fixed
payments (including in-substance fixed payments) less any
lease incentives receivable, variable lease payments that
depend on an index or a rate, and amounts expected to be
paid under residual value guarantees. The lease payments
also include the exercise price of a purchase option reasonably
certain to be exercised by the Group and payments of penalties
for termination of a lease, if the lease term reflects the Group
exercising the option to terminate. The variable lease
payments that do not depend on an index or a rate are
recognised as an expense in the period in which the event or
condition that triggers the payment occurs.
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Notes to Interim Condensed Consolidated Financial Statements (continued)

AR HA 5 BB & OF B 7% 3R 3k MY 5 e

2 Changes in Accounting Policies and 2 ENNRREESEHMNE
Disclosures (continued) LI

(a) Bk AN EIFR BF % 3 & % A

(@) Adoption of IFRS 16 (continued)

Summary of new accounting policies (Continued)
Lease liabilities (Continued)

In calculating the present value of lease payments, the Group
uses the incremental borrowing rate at the lease
commencement date if the interest rate implicit in the lease is
not readily determinable. After the commencement date, the
amount of lease liabilities is increased to reflect the accretion
of interest and reduced for the lease payments made. In
addition, the carrying amount of lease liabilities is remeasured
if there is a modification, a change in future lease payments
arising from change in an index or rate, a change in the lease
term, a change in the in-substance fixed lease payments or a
change in assessment to purchase the underlying asset.

Significant judgement in determining the lease
term of contracts with renewal options

The Group included the renewal period as part of the lease
term for leases of machinery due to the significance of these
assets to its operations. These leases have a short non-
cancellable period and there will be a significant negative
effect on production if a replacement is not readily available.
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Notes to Interim Condensed Consolidated Financial Statements (continued)

AR HA 5 BB & OF B 7% 3R 3k MY 5 e

’«,1‘4& .

o

o T |

2 Changes in Accounting Policies and 2 B BRRESEERD
Disclosures (continued) (48)
(@) Adoption of IFRS 16 (Continued) (a) gé i B BR B A% R 5 2% Al
16 5% (&)

Amounts recognised in the interim condensed IR BA & OF B B AR O R

consolidated statements of financial position and

profit or loss

The carrying amounts of the Group’s right-of-use assets and
lease liabilities (included within “interest-bearing bank and
other borrowings”), and the movements during the period are

as follows:

MiBmR TR T

AEENERAEEEMEERRE
(BEAETF B R ITME &3]
o) R 4 58 LA R A H ) 2 B
FRWMT

Right-of-use assets

EREEE

Machinery

Plant and and
building
B =
kBT

RMB'000

Motor
vehicles

Lease
liabilities

Land use
rights
T
ERE
RMB’'000

equipment Subtotal
G E

kHE EBRfB

RMB’000 RMB’000

At
RMB’000
ARBFT ARETL ARBTL ARBTE ARETR ARSTR

HERRE
RMB'000

AsatlJanuary2019 # F20194F
1A1H 27,175 1,931 462 88,002 117,570 (29,568)
Additions 7K HA 1% 0 - _ _ _ _ _
Depreciation charge E# 85 (3,580) (360) (89) (1,187) (5,216) -
Interest expense MEER - - = = = (451)
Exchange differences on /& 9} 48 &GN
translation of foreign ~ HREME =%
operations - € = = 3) 3
Payments % fF = = = = = 3,796
As at 30 June 2019 HZE20195
6A30H 23,595 1,568 373 86,815 112,351 (26,220)
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Notes to Interim Condensed Consolidated Financial Statements (continued)

AR HA 5 BB & OF B 7% 3R 3k MY 5 e

2 Changes in Accounting Policies and
Disclosures (continued)

(b)

IFRIC 23 addresses the accounting for income taxes (current
and deferred) when tax treatments involve uncertainty that
affects the application of IAS 12 (often referred to as “uncertain
tax positions”). The interpretation does not apply to taxes or
levies outside the scope of IAS 12, nor does it specifically
include requirements relating to interest and penalties
associated with uncertain tax treatments. The interpretation
specifically addresses (i) whether an entity considers uncertain
tax treatments separately; (i) the assumptions an entity makes
about the examination of tax treatments by taxation
authorities; (iii) how an entity determines taxable profits or tax
losses, tax bases, unused tax losses, unused tax credits and
tax rates; and (iv) how an entity considers changes in facts and
circumstances. Upon adoption of the interpretation, the Group
considered whether it has any uncertain tax positions arising
from the examination by taxation authorities and the transfer
pricing on its intergroup sales. The Group determined that it is
probable that its tax treatments and transfer pricing policy will
be accepted by the tax authorities. Accordingly, the
interpretation did not have any significant impact on the
Group’s interim condensed consolidated financial information.
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Notes to Interim Condensed Consolidated Financial Statements (continued)

5 5 B & O B S R AR MY RE )

Operating Segment Information

From the first half of 2019, the Group is reorganised into business
units based on their products and services and has four reportable
operating segments as follows:

(@) Production and sale of milk powder products — this segment
includes the development, manufacture and sale of milk
powder products in the PRC and overseas.

(b)  Other milk powder products — this segment include the
production and sale of base-powder.

(c) Sale of dissolvable products — this segment includes the
development, manufacture and sale of soymilk powder, rice
flour and cereal products.

(d)  Other operations mainly include the sale of surplus raw
materials, and consigned processing operation, the results of
these operations are included in the “others” column.

The change was made to improve the way in which the business
units can be managed. Comparative figures of the operating
segment information of other milk powder products and other
operations have been adjusted retrospectively.

For the purpose of assessing segment performance and allocating
resources among segments, the senior executive management team
assesses the performance of the operating segments based on a
measure of “reportable segment profit”, i.e., “revenue less cost of
sales and allocated selling and distribution expenses”. The Group
does not allocate other income and gains, net finance costs, selling
and distribution expenses to its segments, as the senior executive
management does not use such information to allocate resources to
or evaluate the performance of the operating segments. Segment
assets and liabilities are not regularly reported to the Group’s senior
executive management and therefore information of reportable
segment assets and liabilities is not presented in these unaudited
interim condensed financial statements.

Intersegment sales and transfers are transacted with reference to
the selling prices used for sales made to third parties at the then
prevailing market prices.
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Notes to Interim Condensed Consolidated Financial Statements (continued)

AR HA 5 BB & OF B 7% 3R 3k MY 5 e

3 Operating Segment Information (continued) 3 BEBEH

For the six months ended &, £2019 & Other milk
30 June 2019 6H30H16MEA Milk powder powder Dissolvable
products products products Others Total
Hth
MY EM MBE R HHRER Ht At

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

ARSI AR¥®TRE ARBTR AR%¥®TR AR®TR
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)

(REER) (REBER) (KREER) (REFHK) (KEERK)

Segment revenue (note 4) 2 Z UL A (M 5E4)
Sales to external customers $H & FHNEFE P 1,398,645 264,206 59,308 25,242 1,747,401
Intersegment sales DEEHEE - 13,795 - - 13,795
1,398,645 278,001 59,308 25,242 1,761,196

Reconciliation: AR -
Elimination of intersegment 3 8% 7 2P 44 &

sales - (13,795) - - (13,795)
Total revenue BT A 1,747,401
Segment results DEBEE 123,969 13,095 3,418 13,572 154,054
Reconciliation: AR -
Finance income A 49,079
Finance costs B 7% A AR (6,494)
Other income and gains Eu A MU 11,313
Unallocated other expenses 7 % it i) £ # 5% 1 (159,508)
Profit before tax & 55 B E A 48,444
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Notes to Interim Condensed Consolidated Financial Statements (continued)

AR HA 5 BB & OF B 7% 3R 3k MY 5 e

3 Operating Segment Information (continued) 3 BEBEH

For the six months ended & £ 20184 Other milk
30 June 2018 6308 It61& A Milk powder powder  Dissolvable
products products products Others Total
HAh
DHER DHEs HAEH® H A B

RMB’'000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTT ARETT ARBTI ARETT ARETR
(Unaudited)  (Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REeER) (REERZR) (REBER) (REER) CREER)

Segment revenue (note 4) 3 & UK A (K 5E4)

Sales to external customers $#& TN R P 1,144,161 188,734 91,182 80,007 1,504,084

Intersegment sales DEREEE — 39,511 — - 39,511
1,144,161 228,245 91,182 80,007 1,543,595

Recondiliation: E0

Elimination of HEDHHEEE

intersegment sales — (39,511) — — (39,511)

Total revenue FEN N 1,504,084

Segment results DEEE 49,483 7,881 7,257 14,793 79,414

Reconciliation: AR -

Finance income B M 59,833

Finance costs B AR (5,759)

Other income and gains H A e A R Wz 69,100

Unallocated other expenses 7 % g #) B #fl &% (209,032)

Profit before tax BrEiAlEE (6,444)

4 Revenue 4 A
An analysis of revenue is as follows: WASHTOT :

For the six months ended
30 June 2019 (Unaudited)
B Z201956 A30H L6fE A
(REERX)

2019 2018
—B-NEF —E-N\F

RMB’000 RMB’000
ARBTR ARBTT

Revenue from contracts with customers KIEREPIIZARBUIA
Sale of goods HE N m 1,731,006 1,434,373
Consigned processing operation SEERMI 16,395 69,711
| 1,747,401 | 1,504,084
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Notes to Interim Condensed Consolidated Financial Statements (continued)

AR HA 5 BB & OF B 7% 3R 3k MY 5 e

Revenue (Continued) 4 ll& l (&)
Disaggregated revenue information for revenue UTRAEEHREFITILE
from contracts with customers EESKANBEMADE

For the six months ended &, 2019 F Other milk
30 June 2019 6H30H1t6MEA Milk powder powder Dissolvable
products products products Others Total
Hth
IMBER DHER HEAE. H At &%

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

ARBTRE AR®TRE ARBTR AR¥TR AR®BTR
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)

(REER) (REER) (REER) (REFEHK) KREERK)

Segments Pl

Types of goods or service = R R E Bl

Sale of goods SHE T m 1,398,645 264,206 59,308 8,847 1,731,006
Consigned processing RERMT
operation — - — 16,395 16,395

Total revenue from contracts 15 B2 & P ] 37
with customers AR A 1,398,645 264,206 59,308 25,242 1,747,401

Geographical markets it & W 5

Mainland China lEbN 1,388,862 1,850 59,308 25242 1,475,262
Overseas N 9,783 262,356 = = 272,139

Total revenue from contracts K iFEEF L& R

with customers BT A 1,398,645 264,206 59,308 25,242 1,747,401
Timing of revenue WA
recognition

Goods transferred at a point A B B &)
in time 1,398,645 264,206 59,308 25,242 1,747,401

Total revenue from contracts ik & B1 & B 5] 12

with customers A RBKA 1,398,645 264,206 59,308 25242 1,747,401
. [ | /! /' '/ / [/ ||
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Notes to Interim Condensed Consolidated Financial Statements (continued)

AR HA 5 BB & OF B 7% 3R 3k MY 5 e

’«,1@( .
o
[ |
Revenue (Continued) 4 ll& l (&)
Disaggregated revenue information for revenue ATRAREREFSTVE
from contracts with customers (Continued) EESKANBEMAEDEm

For the six months ended £ £ 20184 Other milk
30 June 2018 6308 IE61EA Milk powder powder  Dissolvable
products products products Others
Hith
MHwER DHHEm HREAESD Hth &t

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTT ARETT ARBTI ARETT ARETR
(Unaudited)  (Unaudited) (Unaudited) (Unaudited) (Unaudited)
(RigER) (REER) (REBR) (REER) (REER)

Segments Pl

Types of goods or service = T AR E Bl

Sale of goods SHE T m 1,144,161 188,734 91,182 10,296 1,434,373
Consigned processing RFERMT
operation — — — 69,711 69,711

Total revenue from contracts KRR P AR
with customers FEE N 1,144,161 188,734 91,182 80,007 1,504,084

Geographical markets it & T 5

Mainland China lEibN 1,119,789 = 91,182 55,178 1,266,149
Overseas I 24,372 188,734 = 24,829 237,935

Total revenue from contracts KB E Fi] V&R

with customers FEE PN 1,144,161 188,734 91,182 80,007 1,504,084
Timing of revenue WA
recognition

Goods transferred at a point A B E &)
in time 1,144,161 188,734 91,182 80,007 1,504,084

Total revenue from contracts & 15 B2 & F 5] 37

with customers ARBKA 1,144,161 188,734 91,182 80,007 1,504,084
' ! /! '/ /' / /! ]
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5 Other Income and Gains 5 Htilg A RIKE
An analysis of the Group’s other income and gains is as follows: NEBOEMIARKZIO DTN
T
For the six months ended
30 June
B Z6H30RH1L6fEA
2019 2018
—E-hE —E-N\F
RMB’000 RMB’000
AR T AR T
(Unaudited) (Unaudited)
(REEZ) (RE&EEZ)
Rental income e WA 4,158 3,677
Foreign exchange gains PE 5 U 2% 3,103 —
Exempted accounts payable ZE B ERBREK 1,481 =
Government grants X Y %5 B
— Compensation for acquisition of assets —HEEEENHEE 517 542
— Compensation for expenses incurred —HEELETHAH@HE 7 322
— Taxes refunded — iR T - 19,220
Net gain on disposal of assets classifiedas HEF A FEEEMHMN U
held for sale b=} - 42,806
Others Hib 2,047 2,533
11,313 69,100
6 Other Expenses 6 HMtAX
For the six months ended
30 June
B Z6H30H1L6EA
2019 2018
—E-NF —E-)N\F
RMB’000 RMB’000
AR T AR T
(Unaudited) (Unaudited)
(REEX) (REEZ)
Provision for impairment of inventories FEKEBERS 44,082 97,805
Bank charges RITFEE 1,514 2,574
Net loss on disposal of non-current assets HEFERBEEMNIBRFR 75 2,308
Donations B 60 150
Foreign exchange losses [ERTE=ES - 10,958
Loss on disposal of inventories FEWHEEEL = 1,416
Others Hib 2,598 4,760
48,329 119,971



Notes to Interim Condensed Consolidated Financial Statements (continued)

AR HA 5 BB & OF B 7% 3R 3k MY 5 e

A

7 Profit/(Loss) before Tax

The Group’s profit before tax is arrived at after charging:

7 BRWMARN (BR)

7 4 [ 0 B A% I D A M 8 T 518 08
B EREG

For the six months ended

30 June
B Z6H30R1L6fEA
2019 2018
—E-NF —E-N\F
RMB’000 RMB’000
AR¥ T AR T T
(Unaudited) (Unaudited)
(REEX) (RE&EEZ)
Cost of goods sold B oS AR 969,421 801,363
Cost of consigned processing operation SEEM TR A 9,000 49,837
Depreciation of items of property, ME - -BENEREBITE
plant and equipment 11 54,360 71,686
Depreciation of investment properties WEYERE 13 1,146 1,318
Amortisation of land use rights b {55 P AR 2 6 - 1,320
Amortisation of intangible assets A E R 5,311 4,101
Amortisation of right-of-use assets B RAEE E# Y 5,216 —
Amortisation of other non-current assets  E{th 3 7 B & 7 5 1,257 1,349
Total depreciation and amortisation WEREHEBE 67,290 79,774
Employee benefit expense (excluding EERME (TEEEFK
directors’ and chief executive’s FETHRABRRE) -
remuneration):
Wages, salaries and allowances T&  #FHE &EAL 233,752 215,293
Termination benefits B iR 18 F 2,369 1,797
Pension scheme contributions RIKSEFEI R
(defined contribution schemes) (EEEERETED 16,300 14,316
Equity-settled share-based payment PREEERD I NAX
expenses 10,627 2,395
263,048 233,801
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Income Tax

The major components of income tax in the interim condensed
consolidated statement of profit or loss are:

8 MR

FHIERAHIBRRERAMGHNEE

For the six months ended

30 June
B Z6H30RH1L6fEA
2019 2018
ZE-NEF
RMB’000 RMB’000

ARET T AREETTT

(Unaudited) (Unaudited)

(REEZ) (RE&EEZ)
Current tax BN AR 74 18

Provision for the period HE ] 4 6,043 15,604

Deferred tax IR IE 8,115 (63,346)
Total income tax charge/(credit) FTiEfiER, GER) &5 14,158 (47,742)

Pursuant to the Corporate Income Tax Law of the PRC passed by the
Tenth National People’s Congress on 16 March 2007 (the “Income
Tax Law”), the statutory income tax rate of the Group’s subsidiaries
located in Mainland China is 25%, except for Oushi Mengniu (Inner
Mongolia) Diary Products Co., Ltd. (“Oushi Mengniu”) and Ya Ou Duo
(Inner Mongolia) Nutrition & Food Co., Ltd. (“Ya Ou Duo”) which are
subject to a preferential tax rate of 15%, in accordance with “The
Notice of Tax Policies Relating to The Implementation of Western
China Development Strategy”. Since Inner Mongolia Yashili
Nourishment Co., Ltd. (“Inner Mongolia Yashili”) is a small and micro
enterprise, which is subject to a preferential tax rate of 3%.

Pursuant to the rules and regulations of the Cayman Islands and the
British Virgin Islands (the “BVI”), the Group is not subject to any
income tax in the Cayman Islands and the BVI.

The provision for Hong Kong profits tax for the six months ended 30
June 2019 was calculated at 16.5% (six months ended 30 June
2018: 16.5%) of the assessable profit for the period.
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Notes to Interim Condensed Consolidated Financial Statements (continued)

AR HA 5 BB & OF B 7% 3R 3k MY 5 e

10

Income Tax (Continued)

Pursuant to the rules and regulations of New Zealand, the Group’s
subsidiary located in New Zealand was subject to income tax at a
rate of 28% during the six months ended 30 June 2019 (six months
ended 30 June 2018: 28%).

Dividends

The directors did not recommend the payment of an interim dividend
for six months ended 30 June 2019 (six months ended 30 June
2018: Nil).

The directors recommended the payment of a special dividend of
RMB1 cent per ordinary share for the year 31 December 2018,
amounting to approximately RMB47,456,000 in total to
shareholders whose names appear on the register of members on
18 June 2019, approved by the shareholders at annual general
meeting held on 6 June 2019. The payment of the special dividend
was in cash.

Earnings Per Share Attributable to Ordinary
Equity Holders of the Parent

The basic earnings per share amount for the period is calculated by
dividing the profit for the period attributable to ordinary equity
holders of the parent by the weighted average number of ordinary
shares outstanding during the period.

The parent has no dilutive potential shares during the period.
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10 Earnings Per Share Attributable to Ordinary 10 BT &BRBET AR(S
Equity Holders of the Parent (continued) BEREH o
The calculations of basic and diluted earnings per share are based BREANEBEERENNFTEERD
on: T

For the six months ended
30 June
B Z6HA30HL16fEA

2019 2018
—E-NF —T-N\F
RMB’000 RMB’000
ARETR ARBTT
(Unaudited) (Unaudited)
(REEX) (RIEEZ)

Earnings: A

Earnings attributable to ordinary equity ARTESRERBINE R
holders of the parent, used in the earnings @) & 3@ % EmFEE AELAER
per share calculations

Number of shares

B0 E

(in thousand)

(F1)

(in thousand)

(F )

Shares: 17 -

Weighted average number of ordinary shares 5T & & [ £ A& & FI| B A 89 X 8
for the purpose of the basic earnings per [ hn 4 - 15 8K

share calculations

4,745,560

4,745,560
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Notes to Interim Condensed Consolidated Financial Statements (continued)

AR HA 5 BB & OF B 7% 3R 3k MY 5 e

a2
[ |

11 Property, Plant and Equipment 11 ME - BBERE W

2019 2018

—E-hEF —E-N\F

RMB’000 RMB’000

AR T AR T

(Unaudited) (Unaudited)

(REE®) (RE&EEZ)

Carrying amount at 1 January R1A1RMEEEE 1,510,604 1,602,976
Additions 1% 40 5,949 4,946
Transfer from construction in progress HMESEZIR 12 25,389 20,659
Transfer from investment properties EEOKEYE 13 24,402 —
Transfer to investment properties BRI EY 13 (15,994) (16,443)
Disposals RE (1,565) (8,731)
Depreciation charge for the period AREATEEH 7 (54,360) (71,686)
Exchange realignment P R & 2,061 (37,990)
Carrying amount at 30 June Re A30H MM E 1,496,486 1,493,731

As at 30 June 2019, all the assets of Yashili New Zealand including  #; 220196 4308 » ST A BH I £ 1 2 20

property, plant and equipment of RMB1,001,318,000 were ZEB®IEBEE AR ¥1,001,318,0007TH ¥

collateralised for a bank loan of RMB197,568,000 under a general ¥ - BERBHERNL —RRBWE T @ LA

security agreement (31 December 2018: property, plant and EX# %45 A R# 197,568,000t R1TE

equipment of RMB1,025,260,000 were collateralised for a bank 7% (2018412 A31H : AR #1,025,260,000

loan of RMB33,920,000). THME BERREBERR —RRERZHE
T - AEERERFE 49 /5 A R % 33,920,000 7T #Y
IRITER) °

12 Construction in Progress 12 #2218
2019 2018
—E-AF —E-N\F
RMB’000 RMB’000
AR¥ T AR T
(Unaudited) (Unaudited)
(REEFEZR) (RE&EZ)
Carrying amount at 1 January R1A1BMEREE 83,303 64,383
Additions hie-By)i| 1,884 38,135
Transfer to property, plant and equipment BB E % « HE K& 11 (25,389) (20,659)
Exchange realignment b R 42 (125)
Carrying amount at 30 June R6A30HMEREE 59,840 81,734

67

BT RERIERERAE
FRHEATRE 2019




12

13

Notes to Interim Condensed Consolidated Financial Statements (continued)

AR HA 5 BB & OF B 7% 3R 3k MY 5 e

Construction in Progress (continued)

As at 30 June 2019, all the assets of Yashili New Zealand including
construction in progress of RMB6,318,000 were collateralised for a
bank loan of RMB197,568,000 under a general security agreement
(31 December 2018: construction in progress of RMB3,049,000
were collateralised for a bank loan of RMB33,920,000).

None of the interest expense was capitalised to construction in
progress for the six months ended 30 June 2019 (six months ended
30 June 2018: Nil).

Investment Properties

12 EBIE»

HE2019F6A30H FTAEFEIALERN
= EE E B EEE AR 6,318,000
THEEIERER —MREHHET
LA BB RE 40 B A R % 197,568,000
TR TTE K (2018F 12 A31H : A
R #3,049,000 T ERTIREN —®
REWZT  UWEDRBBHAARE
33,920,000 T ERTTE ) ©

RE 20196 A30H IE61E A HAR -
EBRAEAALAEERIENAEEA
(20186 A30H I-61E A M : £) -

13 REYE

2019 2018
—E-hF —E-N\F
RMB’000 RMB’000
AR® T AREET T
(Unaudited) (Unaudited)
(REBFEZR) (REFEZ)
Cost: AN
At 1 January n1A1H 93,344 73,295
Transfer to property, plant and equipment BEEZY 3 KE K& 11 (28,033) —
Transfer from property, plant and EEEYE BELEE
equipment 11 16,966 20,049
At 30 June m6H30H 82,277 93,344
Accumulated depreciation: REHITE -
At 1 January M1A1H (19,559) (13,962)
Depreciation charge for the period AEAAIT E 7 (1,146) (1,318)
Transfer to property, plant and equipment B Z 3 K E L E G 11 3,631 —
Transfer from property, plant and EEEYE BENLRE
equipment 11 (972) (3,606)
At 30 June e A30H (18,046) (18,886)
Carrying amount at 30 June K6 A30HMEmMEE 64,231 74,458
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Notes to Interim Condensed Consolidated Financial Statements (continued)

AR HA 5 BB & OF B 7% 3R 3k MY 5 e

14 Goodwill 14 @&

2019 2018
—B-hF —E-N\F
RMB’000 RMB’000
ARETR ARETT
(Unaudited) (Unaudited)

(REER) (REER)

Carrying amount at 1 January R1A1BHEEEE 991,236
Carrying amount at 30 June H6A30HMEMmEE 991,236
As at 31 May 2016, Yashili International Group Ltd. (“Yashili M2016 658318 « L A H B & E
(Guangdong)”), a subsidiary of the Group, acquired a 100% equity EEAT(HELANER])  NEEH
interest in Dumex Baby Food Co., Ltd.. The business acquisition gave —XFAoA WEZZZBNRE SR
rise to goodwill of RMB718,476,000. B R R E100% /% 1 o 1t I8 5 75 W I8 7

RAEE AR T718,476,00070 7 F & o

In 2015, Yashili (Guangdong) (the “acquirer”), a subsidiary of the Ro2015F  #H+ F(EE ) W B
Group, acquired a 100% interest in Oushi Mengniu (the “acquiree”), FH REBHN—FKFoa KWET
a subsidiary of Mengniu Dairy, which is also the ultimate holding Bt S 4 ([ WS ) (REE Ay RR
company of the Group. The acquirer recorded goodwill amounting to NAEIEFHIEN —FKF 2 F)H100%
RMB272,760,000, which was originally recorded in the book of e WEFERELHET ARED
Mengniu Dairy as a result of the Mengniu Dairy’s acquisition of Oushi 272,760,000 THHEE - Z B ABT
Mengniu in a previous year. FEFRFIAERERTRFRERE
H o
69

BT RERIERERAE
FRHEATRE 2019




15

16

Notes to Interim Condensed Consolidated Financial Statements (continued)

AR HA 5 BB & OF B 7% 3R 3k MY 5 e

Inventories 15 8
30 June 31 December
2019 2018
—E-hEF —E-NF
~NA=+H +ZA=+—H
RMB’000 RMB’000
AR T AR T
(Unaudited) (Audited)
(REEEX) (FeE=%)
Raw materials B 291,977 226,568
Finished goods X & 250,645 250,560
Work in progress F X f 411,924 255,585
Packing materials 2y 33,492 23,450
Low value consumables KEEER 1,152 1,213
989,190 757,376

As at 30 June 2019, all the assets of Yashili New Zealand including
inventories of RMB257,905,000 were collateralised for a bank loan
of RMB197,568,000 under a general security agreement (31
December 2018: all the assets of Yashili New Zealand including
inventories of RMB193,567,000 were collateralised for a bank loan
of RMB33,920,000 under a general security agreement).

Trade Receivables

Trade receivables g 5 W
Provision for impairment B

HE2019F6A30H  FAEEIALERN
> HEEDEER AR 257,905,000
THHEEER —REREHET A
EE SN A AR #197,568,0007T
B SR 1T B X (2018F 12 A31H : #
THIENE2BEERBREABRAR
#193,567,0007T M 17 & & X — B IR
BEHERT LNEDRSELNAARE
33,920,000 TTHERTTE ) ©

16 H 5 E UK

30 June 31 December
2019 2018
—E-hEF —E-N\F
ARA=+H +ZHA=+—H
RMB’000 RMB’000
AR TR AR T T
(Unaudited) (Audited)
(REBEZ) (& Z)
216,644 159,124
(3,001) (7,553)

‘ 213,643 ‘ 151,571
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a8
s
[
16 Trade Receivables (continued) 16 BHEWKER
The Group normally allows a credit limit and a credit term to its AREBRFHTEFPFREEEEREEM
customers which are adjustable in certain circumstances. Trade FZEHR WAEBEBATNARE-
receivables are non-interest-bearing. BRI R EH SR B o
An ageing analysis of the trade receivables as at the end of the WEHER KNGREBEENE S EKRR
reporting period, based on the invoice date and net of provision, was REBEZHEHNERE VT -
as follows:

30 June 31 December
2019 2018
e —E-N\F
~NA=tH +=-—A=+—H

RMB’000 RMB’000
AR®T R ARBTT
(Unaudited) (Audited)

(RBEXR) (T Z)

Within 3 months ={EALUR 178,288 151,044
3to 6 months =—Z=@A 9,169 354
More than 6 months NEA M E 26,186 173
213,643 151,571

The Group uses the forward-looking expected credit loss (ECL) NREBHBMEYCNIESHEZRHEX
approach as accounting policy for impairment losses for trade ECLF EARASEHE 5 E W RE
receivables. BANSEEREIE -

As at 30 June 2019, all the assets of Yashili New Zealand including H F®2019F6H30H # M B #
trade receivables of RMB240,011,000 were collateralised for a T2 FEEEBREBEEARK
bank loan of RMB197,568,000 under a general security agreement 240,011,000t W B 5 FE W X E 7 —
(31 December 2018: all the assets of Yashili New Zealand including BMREBZT UNERSTFLAAR
trade receivables of RMB108,469,000 were collateralised for a # 197,568,000 7T B iR 1T B 7 (2018 %
bank loan of RMB33,920,000 under a general security agreement). 128318  FIUBEAEN 2 LEER

FEEE AR 108,469,000 T E 5 fE
WHER—RREHZET - UEIH
A A AN R¥33,920,000CHRITE
M) e
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Notes to Interim Condensed Consolidated Financial Statements (continued)

AR HA 5 BB & OF B 7% 3R 3k MY 5 e

16 Trade Receivables (continued) 16 BHERK®R =
The amounts due from related parties of the Group included in the DB 5 e U 3 FE Uk 7N £ [E g B
trade receivables are as follows: HRIBWOT
30 June 31 December
2019 2018
—E-hEF —E-)N\F
~A=+H +-A=+—H
RMB’000 RMB’000
AR¥ T AR T
(Unaudited) (Audited)
(REEE®) (=)
Subsidiaries of the ultimate holding ERERBRESN T QA
company 17,523 5,644
A substantial shareholder and its HAEBBEATEN
subsidiaries KEFRENEB R A 140,552 106,731
158,075 112,375
|
The above amounts are unsecured, non-interest-bearing and FtiixmEAEIKE . 2B RERSL T
repayable on credit terms similar to those offered to the major NREBIFEZPHNEUEEKRZKE
customers of the Group. = o
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v
e
[
17 Prepayments, Other Receivables and Other 17 AEARIE - REWR R IR
Assets REMBZE
30 June 31 December
2019 2018
—E-hEF —E-N\F
ARA=+H +ZHA=+—H
RMB’000 RMB’000
AR T T ARETF T
(Unaudited) (Audited)
(REER) (&%)
Prepayments for purchase of raw materials & & R # £l 89 78 1 3% 129,009 81,217
Value-added tax recoverable FENEER 43,861 44577
Deposit RES 41,251 —
Prepayments for purchase of advertising B3 & & B &%
services 28,200 31,501
Interest receivable & YA B 21,290 8,250
Advances to sales offices B 4& BhiE & 2,333 6,755
Other receivables arising from suppliers’ i Ui { fiE 75 3% K|
rebate - 18,600
Others Hi 102,194 54,994
368,138 245,894
Less: Non-current prepayments B REHEHEA 16,793 8,882
351,345 237,012
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Notes to Interim Condensed Consolidated Financial Statements (continued)

AR HA 5 BB & OF B 7% 3R 3k MY 5 e

17 Prepayments, Other Receivables and Other
Assets (continued)

The amounts due from related parties included in prepayments,

17 AATREA - At B RIR
kK H

8- 3¢ )

SN TR SRR - EAl e RIR e A

other receivables and other assets are as follows:

B E B Y R B

FIENE ¢

30 June 31 December
2019 2018
—E-hEF —E-N\F
ANA=+H +TZHA=1+—H
RMB’000 RMB’000
AR T AREF T
(Unaudited) (Audited)
(REBERK) (FEEZ)
Subsidiaries of the ultimate holding R RRREF QA

company 23,678 37

Subsidiaries of the parent’s main BERER AN TERED
shareholder =N 1,081 430

A substantial shareholder and its HASERERFENKE
subsidiaries 7 R EM B AT 11,876 35
36,635 502

As at 30 June 2019, the prepayments, other receivables and other
assets amounting to RMB31,158,000 (31 December 2018:
RMB9,357,000) were pledged to certain bank loans amounting to
RMB197,568,000 (31 December 2018: RMB33,920,000).

Except the amounts disclosed above, the amounts are unsecured,
non-interest-bearing and have no fixed terms of repayment.
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ERREBEREMNEELESEARARKE
31,158,000 7T (2018 € 12 A31 H : A
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K # 197,568,000 JT (2018 FF 12 A 31
H: AR #233920,0007T) # R 17 &

=
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Notes to Interim Condensed Consolidated Financial Statements (continued)

AR HA 5 BB & OF B 7% 3R 3k MY 5 e

18 Other Current Financial Assets

30 June 31 December
2019 2018
—E-hEF
~NA=T1H
RMB’000 RMB’000
AR T ARETIT
(Unaudited) (Audited)
(REBEX) (FE&EZ)
Structural bank deposits (i) EHE MR TTE ) 642,190 608,409
Commercial bank wealth investment EERTEH B & & E W (i)
products (ii) 43,872 75,207
Bills receivables fE g Z % 9,860 11,397
695,922 695,013

(i)

As at 30 June 2019, the structural bank deposits purchased
from commercial banks were for treasury management for
fixed terms within 1 year. The structural bank deposits were
principal protected with expected annual interest rates ranging
from 3.95% to 4.35% (31 December 2018: 4.10% to 4.50%).

As at 30 June 2019, the structural bank deposits amounting
to RMB67,000,000 (31 December 2018: RMB21,345,000)
were pledged to certain bank loans amounting to
RMB67,723,000 (31 December 2018: RMB20,953,000).

As at 30 June 2019, none (31 December 2018:
RMB141,056,000) of the structural bank deposits were
pledged for letters of credit.

As at 30 June 2019, the Group’s commercial bank wealth
investment products were mainly financial products purchased
from banks with good credit rating and were stated at fair
value, with expected annual interest rates ranging from 2.40%
to 3.65% (31 December 2018: 4.25%). The investment
products were acquired with original maturity of one month to
one year and were not allowed to be withdrawn prior to the
maturity date without the banks’ consent.

As at 30 June 2019, the bank wealth management products
amounting to RMB26,722,000 (31 December 2018:
RMB75,206,000) were pledged to certain bank loans
amounting to RMB26,830,000 (31 December 2018:
RMB73,270,000).
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(i)

R2019F6 A30H * KEE T
BEKEEBMNMEERTEE
RAB1FREIHMEE R
TR BHHNF XK AB3.95%E
4.35% (2018 12 A 31 H : 4.10%
ZE4.50%) ©

M2019F6 A308 r &5 A A
E # 67,000,000 7T (2018 F 12 A
31H : A R #21,345,0007T ) #
BUERTHEREERARERA
R #67,723,0007T (2018 12 A
31H : A R #20,953,0007T )
RITER -

MR2019F 6 A30H @ & 4 & &
ROTTERBWERBERERER
F(2018F 12 A31H: A R #&
141,056,000 7T) °

MR2019F6 A30H  KAEBEMHRH
XBPTEVERTEARRON
FEFLNETEEYERAAE
B ERMNSRE R BENFF
R A 2.40% % 3.65% (2018 F 12 A
31H :4.25%) - m R E A — &
AR —FRHBRNERRERT
MRIETESHD -

M2019F6 A308 - &5 A A
K #26,722,0007T (2018 £ 12 A
31H : A R #75,206,0007C ) &
X¥BPTVEREERHEHAR
JE B A R # 26,830,000 7T (2018
F12A318 : AR ¥ 73,270,000
TO)HERITE R -




19 Cash and Bank Balances and Long-Term Bank 19
Deposits and Pledged Deposits

Notes to Interim Condensed Consolidated Financial Statements (continued)

AR HA 5 BB & OF B 7% 3R 3k MY 5 e

30 June 31 December
2019 2018
—E-hEF
~NA=1+H
RMB’000 RMB’000
AR T ARETTT
(Unaudited) (Audited)
(REEX) (& z)
Cash and cash equivalents BehIREEEY 286,291 172,802
Pledged deposits with banks PR IR 1T R 2K 165,195 315,315
Time deposits with maturity of less FBRA=@AUTH
than 3 months TEHF R 447,147 985,571
Time deposits with maturity of more FHHA=@AU L
than 3 months TFHEX 1,259,331 951,945
2,157,964 2,425,633
Less: Pledged deposits with banks o FREIEITER (a) 165,195 315,315
Less: Long-term bank deposits B REIBRITER 512,313 100,000
Cash and bank balances RWENBTER 1,480,456 2,010,318

(@)

As at 30 June 2019, the bank deposits amounting to
RMB149,014,000 (31 December 2018: RMB308,453,000)
were pledged to certain bank loans amounting to
RMB135,474,000 (31 December 2018: RMB286,984,000).

As at 30 June 2019, the bank deposits amounting to
RMB16,181,000 (31 December 2018: RMB6,862,000) were
pledged for letters of credit. None (31 December 2018:
RMB20,000,000) of the long-term bank deposit was pledged
for letters of credit.

As at 30 June 2019, a long-term bank deposit amounting to
RMB2100,000,000 (31 December 2018: none) was pledged to
certain bills payable amounting to RMB100,000,000 (31
December 2018: none).
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R2019F6 A30H @ — 445
B A R 149,014,000 7T (2018 4F
12H31H8 : A R % 308,453,000
JO) W IR 1T B E R R R
A R # 135,474,000 7T (2018 FF
12H31H8 : A R %#286,984,000
TO)RIERITE K °

R2019F6 A30H » — 445
A A R 16,181,000 7T (2018 F
12H31H : AR #6,862,0007T)
HIRTTFREEARAEERAER
REL BROBITFEREER
FAREREAZE(2018F12 A31
A : AR #20,000,0007T).

MR2019F6 A30H — £ & 5
B A R % 100,000,000 5t (2018
F12H318: )M KB R T
GRHEEHRANERARK
100,000,000 7T (2018 4 12 A 31
B B)NENEE-



Notes to Interim Condensed Consolidated Financial Statements (continued)
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20 Trade and Bills Payables

An ageing analysis of the Group’s trade and bills payables, based on
the invoice date, as at the reporting date is as follows:

20 REEFARRERE

REERH AEEREEXEZAHNDN
BIRNAREROBRESTAT

30 June 31 December

2019 2018

—E-hEF —E-N\F

~NA=+tH +=-A=+—H

RMB’000 RMB’000

AR¥ TR ARETTT

(Unaudited) (Audited)

(REERK) (FE&EZ)

Within 3 months —@ANA 409,121 57,984
3to 6 months —@AZEKEA 86,420 117,664
More than 6 months ~E A LA E 18,793 132,410
514,334 308,058

The amounts due to related parties included in trade and bills
payables are as follows:

FINE B AR R E AR A B
B FRIET

30 June 31 December
2019 2018
—E-hEF —E—N\F
ARA=+H +ZHA=+—H
RMB’000 RMB’000
ARET T AREET T
(Unaudited) (Audited)
(RBEZR) (rEz)
Subsidiaries of the ultimate holding ERIEIR AR R T A
company 66,493 57,370
Subsidiaries of the parent’s main REER AT EERREH
shareholder o= 9,625 18,179
Subsidiaries of a substantial shareholder ¥ AKEFEAEE AT ENKRE
bRkl il NG 1,658 =
77,776 75,549

Trade and bills payables, including amounts due to related parties,
are non-interest-bearing and are normally settled within one month
to three months.
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Notes to Interim Condensed Consolidated Financial Statements (continued)

AR HA 5 BB & OF B 7% 3R 3k MY 5 e

21 Other Payables and Accruals

21 HthEF &K EREA

30 June 31 December

2019 2018

—E-hEF —E-N\F

ANA=+H +Z-A=+—H

RMB’000 RMB’000

AR¥ T AR T

(Unaudited) (Audited)

(RBEZR) (L®Ez)

Accrued expenses EIREHR 830,726 729,017

Accrued payroll st ® 167,348 205,608

Guarantee deposits from customers BERES® 75,210 74,056

Contract liabilities aRBE 69,601 249,686
Payables for constructions of property, BT IRERIE

plant and equipment 35,887 44,467

Other tax payables Hth fE TR IR 19,607 14,539

Dividend payables FE - B% F) 11,889 =

Termination benefits payable FE BB E 10,959 13,563

Interest payables FE - F) B 5,449 5,274

Others Hib 62,850 82,068

1,289,526 1,418,278

LKA BRELENBERT

The above amounts, including those due to related parties, are 1)
FoOREERR 2B RERTENSH

unsecured, non-interest-bearing and have no fixed terms of
repayment.

/H\E
[

FIANEAMER RIBMES B R ER
RAEE Y FRIBMNT ¢

The amounts due to related parties included in other payables and
accruals are as follows:

30 June 31 December
2019 2018
—E-NEF —E-N\F
ANA=+tH +ZA=+—H
RMB’000 RMB’000
AR%T T ARET T
(Unaudited) (Audited)
(REBEX) (&%)
Subsidiaries of the parent’s main SHRERARINEERER
shareholder APERNG 20 20
A substantial shareholder and its HAEEBEERFZENKE
subsidiaries HFREWB AT 4,123 17,784
4,143 17,804
. ' _______________________________________________! [ ___________________| |
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22 Interest-Bearing Bank and Other Borrowings 22 (1B S{TREME

Unaudited Audited
RBER HEIA
As at 30 June 2019 As at 31 December 2018

R201956 A30H 12018F 12 A31H
Effective interest Effective interest
Note rate (%) Maturity RMB’000 rate (%) Maturity RMB’000
Pt & BERAE% IHEE AR¥®TR EBRME% INHER ARBTT

Current B
Bank loans RITER

— secured -5HER (@) 3.20 to 3.84* 2019 427,595 | 0.30to0 4.05* 2019 415,128
Lease liabilities HEAR 7,326 =

434,921 415,128

Non-current B3]
Lease liabilities HERRE 18,894 -

30 June 31 December
2019 2018
—®¥-hF —E-N\F
ANA=+H +ZA=1+—H
RMB’000 RMB’000
AR T AR T
(Unaudited) (Audited)
(REEEX) (& E=%)

Bank loans denominated in RITEXR
— New Zealand Dollar (“NZD”) — A EEETE 193,089 12,792
— Hong Kong Dollar (“HKD”) —AB A 135,474 134,935
— United States Dollar (“USD”) —AZE LA 67,723 44,131
— Renminbi (“RMB”) —-UARKEEE 26,831 223,270
— Euro (“EUR”) —ABRTEHE 4,478 —
427,595 415,128
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Notes to Interim Condensed Consolidated Financial Statements (continued)

AR HA 5 BB & OF B 7% 3R 3k MY 5 e

22 Interest-Bearing Bank and Other Borrowings
(Continued)

As at 30 June 2019, certain bank loans with an aggregate amount of
approximately RMB135,474,000 (31 December 2018:
RMB268,984,000) were secured by bank balances amounting to
RMB149,014,000 (31 December 2018: RMB308,453,000). A bank
loan with an amount of approximately RMB94,553,000 (31 December
2018: RMB94,224,000) was secured by a bank wealth management
product amounting to RMB93,722,000 (31 December 2018:
RMB96,551,000). A bank loan of RMB197,568,000 (31 December
2018: RMB33,920,000) was secured by the total assets of Yashili
New Zealand. As at 30 June 2019, the carrying amount of the total
assets of Yashili New Zealand was NZD342,889,000 (31 December
2018: NZD300,873,000).

The contractual interest rates were HIBOR+0.7, LIBOR+1.0,
BKBM*+1.0, 3.2, 3.73 or 3.84.

BKBM: The New Zealand Bank Bill Benchmark Rate (BKBM) is a base
rate in New Zealand.
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HERTREMER =

(a)

M2019F6 A30H  —LEBEHEBEHA
A R ¥ 135,474,0007T (2018 4F 12 A
318 : AR #286,984,0007T) #I R 1T
B A A R 149,014,000 7T (2018 4F
12A31H : AR¥308,453,0007T) &
GHGETER  —LBHENAAR
# 94,553,000 7t (2018 F 12 A 31 H :
A R #94,224,0007T) H) SR 77 B 3k M
A R #93,722,0007T (2018 F 12 A 31
B AR#%96,551,0007T) ) & 3 R
THEREERETER - —LEg
B4 A A R 197,568,000 7T (2018 4F
12 A31H : A R #¥33,920,0007T) &)
RATE SR 7 B FL ¥ B £ 20195 6
A30H E1E % A& 4t ¥ 342,889,000 70
(201812 A31H : 41#300,873,000
TR EERTER -

4 [A ®| & AHIBOR+0.7 ' LIBOR+1.0 °
BKBM'+1.0 * 3.2 » 3.738(3.84.

BKBM : #T A B RITRIFEER X5
AR STNEARSZER -
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23 Share Capital

Authorised:
10,000,000,000 ordinary shares
of HK$0.1 each

23 &

30 June
2019
—E-hEF
ANA=1+H
RMB’000
AR®T T
(Unaudited)
(REEX)

2 fi
10,000,000,000 % & % T (&

0.8 T L B 861,600

31 December
2018
—ET-N\%F
+t-—A=+—H~
RMB’000
ARET T
(Audited)

(R &EZ)

861,600

Number of
ordinary shares Nominal value
ZERHE H{E
(in thousand) RMB’000
(F &) AR T
Issued and fully paid: BEITEAR:
At 1 January 2019 (Audited) PR2019F 1 A 18 (K FE%) 4,745,560 399,352
As 30 June 2019 (Unaudited) R 2019F 6 A30H
(REEER) 4,745,560 399,352
. ' _____________________________________________! _______________________ ! _____________________| |
At 1 January 2018 (Audited) MH2018F 1 A 18 (K FE%) 4,745,560 399,352
As 30 June 2018 (Unaudited) R 2018F 6 A30H
(REEER) 4,745,560 399,352
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Notes to Interim Condensed Consolidated Financial Statements (continued)

AR HA 5 BB & OF B 7% 3R 3k MY 5 e

Reserves

The amounts of the Group’s reserves and the movements therein for
the six months ended 30 June 2019 and 2018 are presented in the
interim consolidated statements of changes in equity on pages 43
and 44 of these interim condensed consolidated financial
statements.

Capital Commitments

The Group had the following outstanding capital commitments in
respect of the purchase and construction of items of property, plant
and equipment as at the end of the reporting period:

24 L&

K& E 5 P& £201946 A30H &
2018F 6 4300 [F6fd B H ff &9 % &
CHEERESHET A AT HEHS G
FEMERFAIT44 B HA GRS

& e

25 FXKiE

RBEHR AEEERBEE AR
ME - BERRBOEREEDT

30 June 31 December
2019 2018
—E-hEF —E-N\F
RAA=+H +=ZA=+—H
RMB’000 RMB’000
AR T ARETTT
(Unaudited) (Audited)
(REBERK) (R #E%)
Contracted, but not provided for: BRI4E R BB
Land and buildings EEREEY 8,769 282
Plant and machinery e 1 AR 1 5,429 5,080
14,198 5,362
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Notes to Interim Condensed Consolidated Financial Statements (continued)
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. B
o
P A
26 Related Party Transactions 26 ABARS
(@) In addition to the transactions and balances which are () BRARMBREEMBEZHRED
disclosed elsewhere in these financial statements, the Group X5 NN N B B H R

ALTETTIERKRS -

had the following significant transactions with its related
parties.

For the six months ended
30 June
B Z6H30H1L6fEA
2019
—E-hF
RMB’000

2018
—E-NF
RMB’000
ARETT
(Unaudited)
(REEEZ)

ARB T
(Unaudited)

(REEK)

83

HEFIERZERERD R

#2019

Transactions with subsidiaries of the B RV R A AW F R A /Y

ultimate holding company Bl 5 2 5
The Group purchases goods from AEBRASRFEERE

Mengniu Group P21 o 187,116 29,956
Mengniu Group purchases goods from S LB AEEKE

the Group 2 an 40,650 160
The Group provides services to Mengniu 7N £ B 7] 52 48 &£ B 42 (#

Group R 75 16,395 44,882
Share option and share award A% 22 ER 4 K A% 4 Rk B T 2

arrangements 10,627 2,395
Mengniu Group provides services to the 52 455 8] [A) 7N & [ 12 i

Group Pl 75 348 9,126
Trademark licence fee EEERTE = =




Notes to Interim Condensed Consolidated Financial Statements (continued)

AR HA 5 BB & OF B 7% 3R 3k MY 5 e

26 Related Party Transactions (continued) 26 ABAERXZ =

(@) (Continued) (@) &

For the six months ended

30 June
B Z6H30HL6MEA
2019 2018
—E-hEF —E-N\F
RMB’000 RMB’000
AR T ARETTT
(Unaudited) (Unaudited)
(REBEZR) (REEEZ)
Transactions with subsidiaries of the SRR AR EERR
parent’s main shareholder BB B R B A B T X 5
Purchase of packing materials BB BEME 23,727 21,137
Purchase of raw materials BB R 7,090 1,328
Transactions with a substantial HAEEEEAFENKEE
shareholder and its subsidiaries FREKNEB AR
Sale of base powder HEED 248,559 184,010
Purchase of raw materials 58 R K 6,509 =
Consulting service expense AR PR & 1,536 -
Rental income MEWA 108 605
Testing service income 152 81 Bl 75 WL A 47 44
Income from consigned processing ZEEMITIHME RBA 446 24,829
Transactions with associates of the S Sl NN o)) =R/NE|
ultimate holding company KB EE 5 X 5
Purchase of base powder BEEY 28,097 9,389

The directors of the Company are of the opinion that the above KANBEERE ULNLEBEB I
related party transactions were conducted on normal ShE—MEEERTET X FE
commercial terms during the ordinary course of business. HEEBKBERETT -
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Notes to Interim Condensed Consolidated Financial Statements (continued)
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26 Related Party Transactions (continued)

(b) Outstanding balances with related parties

(c)

Details of the outstanding balances with related parties are set
out in notes 16, 17, 20 and 21 to these interim condensed
consolidated financial statements.

Compensation of key management personnel
of the Group

Directors’ fees EE50e
Salaries and allowances e KR
Retirement benefit contributions R ARAE R4 3

The key management compensation represented the
remuneration paid or payable to the directors and senior
executives of the Company.
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ABAERX S =

(b) EZBAEE S MY REEBAR
ERAMY TR EEESFE
WA R AR A B SRR AT
16~ 17 ~ 2021

c AEEXTEEEAEN
[k

For the six months ended
30 June
B Z6H30H L6fE A

2019 2018
ZB-hEF —E-N\F
RMB’000 RMB’000
ARBTR ARETT
(Unaudited) (Unaudited)
(REEX) (REER)

330 330
773 892
26 37

TEEEABNBMBEENHA
NFARRABREEMERITHAR
WML -




Notes to Interim Condensed Consolidated Financial Statements (continued)

AR HA 5 BB & OF B 7% 3R 3k MY 5 e

27 Fair Value and Fair Value Hierarchy of

Financial Instruments

The carrying amounts and fair values of the Group’s financial
instruments, other than those with carrying amounts that reasonably
approximate to fair values, are as follows:

27 &
=]

g £

Rzt

ER 2R

AEEERTIANKRESERIA
BE KEEOSREAERAAAEBE

SN 4nR

Carrying amounts

fRE & 8

As at

30 June
2019
#2019 F

6 H30H
RMB’000
AR T
(Unaudited)
(RE&EF %)

EHRITER
Other current financial assets H R84 7t & &=

512,313
695,922

Long-term bank deposits

Management has assessed that the fair values of cash and bank
balances, the current portion of pledged deposits, trade receivables,
other current financial assets, trade and bills payables, financial
assets included in prepayments, other receivables, other assets,
financial liabilities included in other payables and accruals, and
interest-bearing bank and other borrowings approximate to their
carrying amounts largely due to the short-term maturities of these
instruments.

The Group’s corporate finance team headed by the finance manager
is responsible for determining the policies and procedures for the
fair value measurement of financial instruments. The corporate
finance team reports directly to management. At each reporting
date, the corporate finance team analyses the movements in the
values of financial instruments and determines the major inputs
applied in the valuation. The valuation is reviewed and approved by
management. The valuation process and results are discussed with
management twice a year for interim and annual financial reporting.
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As at

31 December
2018
2018 F
12 H31H
RMB’000
AR T T
(Unaudited)
(REE&ER)

Fair values
AREE

As at

30 June
2019
R2019F
6H30H
RMB’000
AR®T T
(Unaudited)
(REBER)

As at

31 December

2018

R 20184
12 H31H
RMB’000
ARBTF T
(Unaudited)
(CRE&EERZR)

509,013
695,922

EEBMAEFERERRITEF
AARBEER I NERER -EH
EUH ERBeRmEE BHE
NHREEE FHARMKENSRE
EHMEURANEMEENS R
BE FARMENFEARETER
MemaE FFRRTREMERD
AR BEEERAFEEERR S&%
BTANKBOBERHARH -

AEEHMBEEERENTHERA
EMESRIALAABEFENK
RMERF- - VBEGKERAEEER
E-EBEZRERE ARAMBERD
MeRTAEBENZHIREERAR
HENTEHAEB ZGHEREEE
BREMA BT P HMNFE Y B R
T VHEBREEEESFNMGEE
BIE R RIK ©



Notes to Interim Condensed Consolidated Financial Statements (continued)
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27 Fair Value and Fair Value Hierarchy of

Financial Instruments (continued)

The fair values of the financial assets are included at the amount at
which the instrument could be exchanged in a current transaction
between willing parties, other than in a forced or liquidation sale.
The following methods and assumptions were used to estimate the
fair values:

The fair values of the current portion of other current financial
assets, non-current portion of long-term bank deposits have been
calculated by discounting the expected future cash flows using rates
currently available for instruments with similar terms, credit risk and
remaining maturities.

Fair value hierarchy
The following table illustrates the fair value measurement hierarchy

of the Group’s financial instruments:

Assets measured at fair value:

27 EMTARAZARE
EHE& =

EREENAABEUNZIEBRR
57 (RALBFREERIN B S
TRZARZEBEARK T AEARR
&Iy AAER QA EE

AARBEENEMBRBSREE
FRBDEENRBMRTEINAAE
BIRBEUER  FERRMBHT
AN T ARG ENF EIFTIRA
HAKRERENTAFE -

AREBR
AEERAUTERANBEBIA
MRS EEE

BAR

SHERAR

Fair value measurement using

RABEFENER

Other current financial assets

As at

30 June

2019

R2019 &
6H30H
Significant
unobservable
inputs (Level 2)
ERRAEE
B OEIE
(B=ER)
RMB’000

AR TR

HRnBemEE

As at

31 December
2018
20184

12 A31H
Significant
unobservable
inputs (Level 2)
EATABE
5 A\ SR
(BE=%%)
RMB’000
ARET T

During the six months ended 30 June 2019, there were no transfers
of fair value measurements between Level 1 and Level 2 (six months
ended 30 June 2018: Nil).
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REZE20199F6 A30H 1-61E A HifH -
TRMEETESF SHBEF_FH2
MHRAREBEER - (B E2018F6 A
308 1F61EA : £) -
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Notes to Interim Condensed Consolidated Financial Statements (continued)
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f 28 Events after the Reporting Period

As at the approval date of the interim condensed consolidated
financial statements, the Group had no significant events after the
reporting period which need to be disclosed.

Comparative Figures

Certain comparative figures have been reclassified to conform with
the current period’s presentation.

Approval of the Interim Condensed
Consolidated Financial Statements

The interim condensed consolidated financial statements were
approved and authorised for issue by the board of directors on 28
August 2019.
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RATFHEAEHFMBEHRRILAER
AEBYEFTERENEARS HIR
=R

LB 8 F
ETHBREFNEER B AFE
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