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CORPORATE INFORMATION
ARER

BOARD OF DIRECTORS

Non-executive directors
Mr. Jeffrey, Minfang Lu (Chairman)
Mr. Qin Peng

Mr. Zhang Ping

Mr. Gu Peiji (alias Philip Gu)

Executive director
Mr. Yan Zhiyuan (Chief Executive Officer) ()

Independent non-executive directors
Mr. Mok Wai Bun Ben

Mr. Cheng Shoutai

Mr. Lee Kong Wai Conway

NOMINATION COMMITTEE

Mr. Jeffrey, Minfang Lu (Chairman)
Mr. Mok Wai Bun Ben
Mr. Cheng Shoutai

REMUNERATION COMMITTEE

Mr. Mok Wai Bun Ben (Chairman)
Mr. Jeffrey, Minfang Lu

Mr. Qin Peng

Mr. Cheng Shoutai

Mr. Lee Kong Wai Conway

AUDIT COMMITTEE

Mr. Lee Kong Wai Conway (Chairman)
Mr. Mok Wai Bun Ben
Mr. Zhang Ping

AUTHORIZED REPRESENTATIVES

Mr. Yan Zhiyuan
Mr. Zhang Ping
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CORPORATE INFORMATION (CONTINUED)

COMPANY SECRETARY
Mr. Kwok Wai Cheong, Chris
PRINCIPAL PLACE OF BUSINESS IN THE PRC

11/F, East Tower, Skyline Plaza

832 Yuejiang Road Central

Haizhu District, Guangzhou City
Guangdong Province

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

PRINCIPAL PLACE OF BUSINESS IN HONG
KONG

Room A, 32nd Floor
COFCO Tower

262 Gloucester Road
Causeway Bay

Hong Kong

REGISTERED ADDRESS OF THE COMPANY

Cricket Square

Hutchins Drive, P.O. Box 2681
Grand Cayman KY1-1111
Cayman Islands
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CORPORATE INFORMATION (CONTINUED)
NEER(E)

HONG KONG BRANCH SHARE REGISTRAR

Computershare Hong Kong Investor Services Limited
Shops 1712-1716

17th Floor, Hopewell Centre

183 Queen’s Road East

Wan Chai

Hong Kong

INVESTOR RELATIONS DEPARTMENT
Office of the Board
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

YASHILI INTERNATIONAL HOLDINGS LTD
INTERIM REPORT 20%0

%

ERROBFERIE
BBRREBEHFELARAA

B

T

SRRER1835

BMF L7

171217165745

REEBERIF
FEEHLE
REELARR

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

REEFABE
ir@yashili.cn
BRATR IR
BBB AR ST 01230
NCIEEN

www.yashili.hk



PRINCIPAL BANKERS

Industrial and Commercial Bank of China (Asia) Limited
Australia and New Zealand Banking Group Limited

Hong Kong Branch

CORPORATE INFORMATION (CONTINUED)
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Bank of China, Guangdong Pilot Free Trade Zone Nansha Branch FERTTEREERRERES DT
China Guangfa Bank Limited Guangzhou South Yuexiu Subbranch BERITRMDERA G EMNBHFE T

Industrial Bank Co., Limited, Hong Kong 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 8 January 2020.
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FINANCIAL HIGHLIGHTS
DR R TES

(Al amounts in RMB million unless otherwise stated)

(BR%55BUZ1IERSN -

MAEZBAARBEBESTIIR)

For the six months
ended 30 June

B Z6A30HL6MEA
2020 2019 Percentage
(Unaudited)  (Unaudited) change
(REER) (REER) b0t

Key results FTEXE
Revenue WA

Gross profit E7

Profit attributable to equity RARIREREA

holders of the Company
Earnings per share (RMB cent)
- Basic and diluted

FEAG 7
BRAEMNARED)
—EARNEE

1,644.9 1,747.4 -5.9%
622.5 769.0 -19.1%
35.6 34.3 3.8%
0.8 0.7 14.3%

For the six months ended 30 June 2020, the revenue of the Group
amounted to RMB1,644.9 million (the same period of 2019:
RMB1,747.4 million), representing a decrease as compared to the
same period of last year. Summary of the Group’s business in the

first half of the year is as follows:

1. The Group continuously adjusted its product strategies to

gradually phase out products with low production value and

gross profit, while such consolidation partially offset the sales

growth of products to a certain extent;

2. In the first quarter, the Group made drastic adjustments in the 2.

brand positioning and product categories of infant formula milk

powder. In the second quarter, the Group achieved recovery and

increased profit margin, with revenue up by over 25% year-on-

year in the second quarter.
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MANAGEMENT’S DISCUSSION AND ANALYSIS

INDUSTRY REVIEW

As demographic dividend is diminishing, the industry
enters an era of inventory competition

As affected by the decreasing birth rate in recent years, the
consumption in the domestic milk powder market has shown a
downward trend. While demographic dividend is diminishing,
the milk powder market has gradually transformed from quantity
competition to quality competition. With the optimization of products
and the upgrading of consumption in the industry, higher price levels
keep the overall market size continuously stable, leading the milk
powder market to enter a cycle of inventory competition.

National policies optimize industry structure and
benefit outstanding enterprises

Infant formula milk powder shoulders the important mission of
ensuring the healthy growth of infants. In order to further improve the
quality of milk powder, the Chinese government has successively
issued a series of policies to strengthen the control on the quality
of milk powder products. In December 2019, the Regulations on
the Implementation of the Food Safety Law ({(B Mm% 2 AE i {F
7)) was revised to improve the monitoring of safety risks for food,
including infant formula foods. The 2019 Food Safety Supervision
and Sampling Plan ((2019F R ML 2 EEE Mgt El)) introduced
in the same year stipulates that “double random” spot checks will
be conducted on key food production enterprises, tightening the
safety regulation for infant formulas. The regulatory authorities
have also taken a variety of measures to strengthen quality control,
such as requiring domestic dairy enterprises to strengthen product
quality and food safety awareness in terms of recipe registration,
product production, and consumer education, so as to enhance
the quality and reputation of domestic milk powder. These policies
are conducive to optimizing industry structure, which in turn brings
favorable development opportunities for leading enterprises. Market
concentration has accelerated and consumers’ confidence in
domestic brands has gradually restored.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

EEEWED T (&)

Focuses on high-end products and product
segmentation

With the increasing per capita national disposable income,
consumption upgrades provide greater demand for high-end
milk powder and further promote the development of the infant
milk powder industry. Under the impact of the novel coronavirus
pandemic in 2020, consumers will pay more attention to their health,
and the consumption demand for high-quality dairy products will be
more robust. The demand for high-end products will also drive the
development of product segmentation in the industry.

In the main battlefield of infant formula milk powder, A2 protein milk
powder, organic milk powder and goat milk powder are the key
products of manufacturers, and the market will gradually seek the
differentiated growth points of milk powder for pregnant women
and special formula milk powder. Regarding nutrition products, the
pandemic increases people’s demand for and attention to them, and
the National Health Commission (EX# 4 fZfEZ% 8 €) issued the
Guidelines on Nutrition and Dietary for Prevention and Treatment of
Pneumonia Infection for Novel Coronavirus (G & Ak 2 R B9 i
KaE&ERERIEE)) on 8 February 2020, recommending general
patients to take 300 grams of dairy products every day, which helps
to boost their immune system. As a result, the demand for milk
powder for the middle-aged and elderly, milk powder for children
and students and milk powder for the whole family has increased
significantly. In addition, the aging population provides greater
opportunities for adult milk powder.

The novel coronavirus pandemic catalyzes digital
marketing in the industry, which becomes a new
market force

As affected by the novel coronavirus pandemic in early 2020,
China’s digital marketing has met market demand and gained a large
customer base. The dairy industry also conformed to industry trends
and developed new business forms such as contact-free home-
reaching business, WeChat community marketing, social retail, etc.,
gaining more users and online transaction volume on traditional
e-commerce platforms and expanding customer base. In the first
half of 2020, major enterprises in the industry have increased
their investment in digital construction and have accumulated
corresponding operating experience. In the long run, the competition
of digital marketing will become a new market force for dairy
enterprises in the milk powder market.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

BUSINESS REVIEW

Always true to its original aspiration, the Group is committed
to becoming the brand of choice that provides consumers with
trustworthy and comprehensive nutrition and health solutions. The
Group has tremendous support in resources from the controlling
shareholder, the Mengniu Group and the second largest shareholder,
Danone Asia Baby Nutrition Pte. Ltd. (“Danone Asia”) which
advances the Group’s business exploration and internationalization.
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 best quality in the dairy industry, thereby offering trustworthy
products to consumers. During the year, the Group continued to
enrich its product portfolio, innovate brand strategies, increase R&D
investment, promote differentiated layout, innovate marketing efforts,
and expand digitalized management to seize the opportunities in the
industry and enhance performance growth.

Segment Results

The Group classified its operating segments based on its products
and services. There are four reportable operating segments as
follows:

Milk powder products

For the six months ended 30 June 2020, the results of milk powder
products segment were RMB1,290.1 million (the same period of
2019: RMB1,398.7 million), decreasing by 7.8% as compared to
the same period of last year, which was mainly due to the Group’s
adjustments to its channels and product strategies, partly offsetting
the sales growth of products to a certain extent. The reshaped core
product Reeborne brand had a strong release in July 2020, which
had an impact on sales in the first half of the year. As of July, the
cumulative sales have already measured up to that of last year.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

EEEWED T (&)

Other milk powder products

For the six months ended 30 June 2020, the results of other milk
powder products segment were RMB224.3 million (the same period
of 2019: RMB264.2 million), decreasing by 15.1% as compared to
the same period of last year, which was mainly due to the decrease
in the sales of base powder of Yashili New Zealand Dairy Co.,
Limited (“Yashili New Zealand”) resulting from the impact of the
novel coronavirus pandemic.

Dissolvable products

For the six months ended 30 June 2020, the results of dissolvable
products segment were RMB73.7 million (the same period of 2019:
RMB59.3 million), increasing by 24.3% as compared to the same
period of last year, which was mainly attributable to the adjustments
to product strategies, which led to the increase in the results of
dissolvable products.

Others

For the six months ended 30 June 2020, the results of others
segment were RMB56.8 million (the same period of 2019: RMB25.2
million), increasing by 125.4% as compared to the same period
of last year, which was mainly attributable to the increase in the
consigned processing services, which led to the increase in the
results of the other segments.

Introduction to Products

Believing in “Breast Milk is the Best Food for Babies (% 2& &
SIFHIRY))”, 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 at different stages of
growth. All products of the Group are produced with premium raw
materials under high international standards, with an aim to become
the top pick brands of all-round nutrition and health solutions for
Chinese mothers and babies.

In order to meet the diversified needs of consumers, the Group’s
business has expanded to the two large product categories of
infant formula milk powder and health and nutrition products, which
enables the Group to lay equal focus on the three large product
categories, namely cow milk powder, organic milk powder and goat
milk powder, and fully cover multi-level markets, including ultra-high-
end, high-end and middle-end markets.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

Yashily

Yashily, a brand focusing on the nutrition research of Chinese babies
for 37 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”. It gathers high-quality raw materials worldwide
such as OPO structured lipid, lactoferrin, prebiotics and nucleotides.

Dumex

Dumex, born in Europe in 1946 with over 50 years of experience in
research on breast milk and over 20 years of experience in research
on immune and digestive systems, constantly innovates in the
formulas from cow milk to goat milk with a golden ratio of 9:1 of
prebiotics, high DHA and lactoferrin content.

Reeborne

In the first half of 2020, the Group reshaped the brand proposition
of Reeborne by launching a series of breast milk-like milk powder
products. As the core product series for the year and in the future,
such products feature a lighter taste and more nutritious ingredients.
To target customers with different needs, there are seven new
products in the breast milk-like milk powder series, covering
mainstream milk powder, high-growth organic milk powder and goat
milk powder for segmenting product category.

Reeborne’s “Kieember (& 3H)” cow milk powder adopts the
advanced MSD drying process, which retains the vitality of nutritional
ingredients. It contains double high-quality protein, patented
OPO plus high living CPP factors and a golden ratio of prebiotics,
providing babies with all kinds of nutrition that can be easily
absorbed. Reeborne’s “Qinyou (¥i4&)” organic milk powder adopts
the pure organic milk source from seven-year clean soil farms in Alps
and dairy cows that are grass-fed outdoor for 300 days, in a way to
provide milk powder with protein content of up to 20% for babies
and toddlers. It passes the WIT organic certification and adopts the
“one can, one code” tracking system to provide quality assurance.
Reeborne’s “TruYn (#]78)” goat milk powder selects high-quality
small molecule goat milk protein, specifically adds rare ingredients
such as lactoferrin, the body-friendly OPO structured lipid and
probiotics and prebiotics, and adopts the smell removal technology
to provide high-quality nutrition for easy digestion and good
absorption of babies. In addition, the breast milk-like milk powder
series of Reeborne also includes other products with different prices
and nutritional values that address different nutritional needs of
infants.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

EREWED T (&)
Arla

With a century-old brand history and as the world’s largest organic
dairy brand, Arla has been authorized as the brand used by Danish
royals by virtue of high quality. The organic milk powder of Arla Baby
& Me has obtained three major organic certifications, and contains
high DHA and a golden ratio of prebiotics. Arla Baby & Me Lanxi (E5#2)
contains unique nutrition synergistic combination of NutriCollab, with
the addition of quality nutritious elements such as choline, taurine
and nucleotide. The new upgraded formula of Arla Milex (3 /13%)
combines OPO structured lipid, Bb-12 probiotics and a golden ratio
of prebiotics to form Pro Plus nutrition formula which fits the natural
needs.

Doraler

Originating from Australia, Doraler goat milk powder contains 100%
whole goat milk protein, which can be easily digested and absorbed
by human body because of its natural attributes. Doraler insists
on not adding sucrose, flavors and fragrances, maltodextrin in any
product, in order to provide babies with the purest and healthiest
nutrition.

Other products

The Group’s products also include various milk powder for adults,
such as Mengniu brand adult milk powder, Youyi ({£15) brand adult
milk powder, Yourui (1&¥) brand milk powder for the middle-aged
and elderly and various dissolvable products such as Zhengwei (1E
IX) brand oatmeal and Yashily infant nutritional rice flour. In May
this year, the Group launched Topconic (#E/1), which is the first
domestic healthcare milk powder ever been certified as a healthcare
product for improving immunity. Topconic’s high-end adult milk
powder for the middle-aged and elderly adopts professional formula
and scientific production to boost “nutrition + immunity” and
contains “probiotics + prebiotics” as the selling point, both setting a
new benchmark for high-end functional milk powder.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

Brand Strategies

Rebranding and conducting strong media promotion

In order to integrate superior resources and innovate the brand, the
Group launched several rebranding projects in the first half of 2020.
Taking into account the current status of Reeborne brand and the
trend of high-end development in the industry, the Group further
focused on the product positioning of staying close to breast milk.
The Group re-organised the categories for cow milk, goat milk and
organic milk, etc., restructured product mix, launched seven new
products for the Reeborne series, and reshaped Reeborne’s brand
proposition, with an aim to compete in the market with high quality
and a new image. Reeborne also sponsored the first-tier variety
show “Ace vs. Ace: Season 5 (T THESZE))” in the first
quarter of this year, which rapidly enhanced brand awareness and
strengthened channel confidence in a short period of time.

In addition, the Group has also reshaped the high-end positioning
of the brand Arla Baby & Me by highlighting the organic features of
products, introducing new products, and upgrading brand image.
Arla Baby & Me held an online global conference on 10 May 2020
and released a new TVC to promote its brand-new slogan of “Leading
the World in the Production and Sales of Organic Dairy Products
(BHILBEHEES2HEESE ). At the same time, Arla Baby & Me
also focused on the advertisement input for outdoor media in key
markets to facilitate the enhancement of brand awareness.

The Group has also re-established the Doraler’s brand positioning of
“Choosing Doraler for the Best Goat Milk from Australia (/\2E38 538
M- ENELE SR, and with the use of the new visuals, highlighted
its high-end image on milk powder canned and imported originally
from Australia. By leveraging the ingenuity in striving for quality and
branding, the core value of the brand would be enhanced.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

EEENWED (&)

Responding to the national call on promoting the healthy
habit of drinking milk

During the pandemic, the Group’s infant formula milk powder brands
actively responded to the call from the National Health Commission
in the “Guidelines on Nutrition and Dietary for Prevention and
Treatment of Pneumonia Infection for Novel Coronavirus” and
worked in line with the action plan of “Healthy Chinese People Drink
Milk Everyday (kA& @ ZFEHE A)” launched by the Mengniu
Group. For public relations campaigns, the Group focused on the
media-interested topics and made frequent promotion in channels
such as online media, self-media, mother-and-baby communities
and e-commerce channels to enhance brand awareness and
reputation.

Conducting innovative promotion activities

The Group’s infant milk formula brands further strengthened the use
of social platforms that young mothers are keen on, such as Douyin,
Weibo and WeChat, to promote the brands and products in a variety
of interesting forms, such as fun short videos, vivid graphics and
celebrity interactions, so as to enhance the interaction between the
brands and consumers.

Increasing the number of members with comprehensive
layout

The Group successfully directed customer flows through external
equity cooperation and cross-industry promotion. Since the
restart of membership marketing in April and until the end of June,
hundreds of thousands of members were recruited and the number
of members continued to grow steadily, providing supplementary
online traffic flows under the pandemic. The Group also cooperated
with mother-and-baby retail platforms, mother-and-baby brands,
medical channels, internet platforms, mother-and-baby communities,
fast-moving consumer brands and financial platforms in various
aspects such as online traffic flows, exposures and marketing, and
explored innovative cooperation models to achieve growth in the
number of members.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

Product Research and Development

In the course of scientific research, the Group has been striving
for excellence and committing to enhancing and consolidating
the advantages of differentiated products. To meet the nutritional
needs of infants at different stages of growth, the Group has been
innovating and developing infant formula milk powder with nutritional
composition close to breast milk. At the same time, the Group
developed a series of adult milk powder in view of the growing
nutritional needs of various consumer groups, especially middle-
aged and elderly people. In addition, the Group’s professional and
sizeable R&D team made great progress in the registration of milk
powder formulas and the research and development of nutrition
products in response to the demand of both domestic and foreign
markets.

Innovation and upgrading of infant formula milk powder
As of the end of June 2020, the Group and its partner Arla had a
total of 54 infant formula products in 18 series approved for recipe
registration. In order to continuously enhance and consolidate the
advantages of differentiated products, the Group held a series of
R&D and innovation conferences in 2020 to formulate a full-line
product formula upgrade plan for launched infant formula products,
including the innovative development of infant milk powder with
breast-milk formula and the launch of infant formula products with
new packaging image, so as to attract more consumers and raise
the consumption level of products.

Innovation and development of high-end functional milk
powder for adults

The Group developed high-end adult functional milk powder
by applying innovative functional ingredients to create more
consumption hotspots for adult milk powder. In particular, after six
years of research and development, the development of Topconic’s
Bifidobacterium Lactobacillus XOS milk powder was completed
in 2020 and obtained the approval for healthcare food. Such
product enhances the functions of the immune system by using
the combination of probiotics and functional ingredients of XOS.
In addition, the development of two series of milk powder for the
middle-aged and elderly, namely Yourui Liyi (&35 /) &) and Xinpei (0
J), has also been completed in 2020. Such two series enhance the
health of the middle-aged and elderly people by selecting functional
ingredients that are beneficial to muscles and cardiovascular and
cerebrovascular functions.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

EEENWED (&)

Continuous increase in R&D investment

The Group continued to increase its investment in the research
and development of milk powder technology and testing methods
to improve its technology level in research and development and
product quality. In particular, for the research on the nutrition
composition of breast milk under the “13th Five-Year Plan”, the
Group has kicked off the work relating to formula design, trial
production and animal experiment, and has established a database
for breast milk nutrient composition. In addition, the Group has been
proactively carrying out study on the topic “Optimizing the Design
and Development of Proteins and Amino Acids in Infant Foods”
((BEEREMRERELZLERMTHRFTFEE)) in eight cities
across the country. In response to national policies, the Group has
cooperated with national well-known medical institutions such as
Capital Institute of Pediatrics to further investigate the impact of
nutrients contained in the infant formula on brain, intestine and
physical development of infants through clinical trials.

Sales Channels

In the first half of 2020, the Group continued to implement the
strategic layout of channel restructuring and strengthening. Under
the organizational structure of business units managed on the basis
of product lines of infant formula milk powder and nutrition products,
the Group strengthened the strategic channel layout of “Mother-and-
baby Stores for Infant Formula Products, Modern Trade Channels for
Nourishment Products, Rapidly Developing E-commerce Channels
and Comprehensively Developing New Channels and New Products
(BENHBESERE  CEnBEPBERE  REEFREFERE
IRBEHEMEMER)”. In addition, durlng the novel coronavirus
pandemic in early 2020, the Group adopted various measures in its
sales channels to flexibly respond to challenges. The Group followed
the new trend of channel changes by increasing the investment in
digital marketing and forming targeted channel portfolios in line with
its sound production lines. Thus, a solid distribution foundation was
established among the core sales channels.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

Consolidating core markets and enhancing refined
management of stores

With regard to the development of channels for infant formula, the
Group mainly focused on the development of mother-and-baby
stores complemented by modern trade, e-commerce and new
business channels, with an aim to consolidate the core markets,
focus on the investment in major provinces and cities and insist on
the strategy of channel penetration. While achieving good results
from the distributions in third- and fourth-tier cities, the Group
gradually improved the distribution level of outlets in second- and
third-tier cities. At the same time, the Group cooperated with core
chain retailers nationwide and increased investments in key stores,
striving to achieve refined management of stores in terms of product
distribution, staff operation and marketing activities and improve the
overall operation quality of stores. The Group also continued to work
on consumer communication in stores and utilized data to analyze
the trend of consumers’ purchase behavior, to effectively intensify
consumers’ favorability of the brand.

Diversifying marketing activities and continuously
innovating marketing methods

In terms of marketing, in the first half of 2020, the Group enhanced
brand communication for its various brands and implemented
various themed promotion activities nationwide, which effectively
improved the overall results and channel confidence. During
the pandemic, the Group innovated its consumption channels,
accelerated the transformation of consumption model from
traditional retail to e-commerce and new retail, and promoted
the sustainable development of its sales channels, such as using
emerging media promotion models (e.g. live streaming, community
communication, community group purchase, chain marketing and
other multi-dimensional consumer interaction methods) to deepen
consumers’ awareness of the brand and attract a large number of
target users by adopting Key Opinion Leader (KOL) marketing.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

EEENWED (&)

Establishing good reputation with efficient home delivery
service

Due to the impact of the pandemic, the Group’s sales channels
experienced tremendous challenges in the first quarter of 2020.
Facing the situation of temporary closure of many retail stores,
employees failing to report duties and severely restricted logistics
and delivery system, the Group promptly mobilized Yashili and
customer service teams at all levels to organize and carry out the
home delivery project of “Overcoming Difficulties with Love and
Food (2R - B TEIE)”, so as to guarantee the supply of milk
powder to end consumers on the premise of ensuring the safety and
health of employees and partners, and establish good reputation
among customers and consumers at all levels.

Quality Management

The year of 2020 is the third year of the Group’s “Three Quality
Years”. The Quality Management Center continued to carry out
rigorous control over quality and further improve the inspection
process and standard, so as to maintain high levels of product
quality.

Improving organizational structure and enhancing quality
management level

In 2020, the Group sorted out 70 quality control projects within
nine dimensions, namely the subject responsibilities of quality
management for the entire business chain, quality performance
management, quality system, regulations on technology, quality
compliance and control in laboratory, review on the quality of
industrial chain, research on food quality and safety, external affairs
regarding technology and quality support, which further improved
organizational structure, procedures and system establishment and
expanded the scope and depth of management.

Establishing an information system to support
comprehensive quality management

By establishing the Laboratory Information Management System
(LIMS), which was integrated with the SAP system, data supports
were provided for the Group’s quality management, achieving
the four main goals of streamlining, normalizing, simplifying and
standardizing quality inspection, and ultimately achieving the visible
and effective tracking of the quality of the supply chain. The Group
has comprehensively sorted out the existing quality inspection
procedures and standards and is intensively preparing for the online
operation of the laboratory information system.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

Improving quality control in production process

The Group continued to focus on the quality control in production
process and implemented various measures (including the
standardization of production operations, the control of
environmental hygiene, the improvement in the control of foreign
objects in the factory, the optimization of production practices and
formulas, the control of material freshness, etc.) to improve product
quality and reduce complaint rate. To strengthen the monitoring of
production process, the Quality Management Center took reference
to the industry supervision model to conduct unscheduled on-
site inspections. The Quality Control Center also facilitated the
continuous improvement of within the factory through annual
internal audit and random unscheduled inspections. The Group
also provided trainings for relevant personnel to improve quality
awareness at all levels.

Supply Chain

Although the novel coronavirus pandemic in the first half of 2020
posed great challenges to the supply chain management work, the
Group’s supply chain adhered to implement the six major tasks
(including talent, team and culture building, strict management
of factories, maintenance of excellent supply chain operation,
improvement of production, supply and sales coordination,
establishment of key projects and connection between upstream
suppliers and downstream customers), overcame the difficulties of
the pandemic and completed the Group’s strategic objectives in the
first half of the year.

Realizing production and securing supply

During the Lunar New Year, the Group fully leveraged the global
procurement advantages of itself and the Mengniu Group and
deployed pandemic prevention materials and raw materials for
production to support the production of its factories in Inner
Mongolia and Shanxi and provided whole milk powder for the Group
and the Mengniu Group as production reserves. On the premise of
ensuring the health and safety of employees, the Group promptly
organized production management and product supply in an orderly
manner and ensured that protective gears for pandemic prevention
during production were in place. The Group’s four factories resumed
production in mid to late February. In the first half of 2020, the Group
achieved a double-digit year-on-year increase in output and a year-
on-year decrease of 12 days in inventory turnover days. The Group
also reduced inventory costs while ensuring product supply.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

EEEWED T (&)

Exploring new income sources, reducing costs and
enhancing efficiency

The Group was committed to expanding diversified businesses,
including sharing of front-line production personnel with the Mengniu
Group, sharing of business resources such as warehousing and
labor resources with surrounding enterprises of the factories and
commencing business cooperation in whole milk powder production
with Shijiazhuang Junlebao Dairy Co., Ltd.. At the same time, the
Group also stepped up efforts to reduce costs, enhance efficiency,
consistently improve water recycling, energy conservation and
emission reduction, optimize inspection and testing procedures,
improve production schedules, and optimize logistics and
transportation networks. The Group carried out more than 70 supply
chain improvement projects under the special resource investment
required to secure pandemic management and control, achieving
significant results in reducing costs and enhancing efficiency.

Management System

In the first half of 2020, the Group completed internal integration.
With the upgrading and transformation of its internal management
system, the Group optimized and sorted out data assets to ensure
smooth business operation.

Based on Yashili’s digital platform jointly established with Alibaba, an
e-commerce giant, in 2019, the Group launched the smart shopping
guide platform online in the first half of 2020 to reshape the way of
interaction with consumers by empowering shopping guidance with
data. In terms of business model, the Group has created a brand-
new operation model to facilitate the comprehensive digital upgrade
of physical stores through Joyful-Shopping for staff members and
Mengya Home and the establishment of independent online stores
for every physical store. Consumers could watch video lessons
conducted by experts on parenting knowledge centrally provided
by brands in each independent store of Mengya Home, so as
to accumulate the consumer assets of each store and expand
the influence of brands. With the optimization and integration of
channels brought by digitalization, not only did the Group innovate
the service form of channel participants, but also introduce new
business growth opportunities for the Group.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

In terms of supply chain, the Group comprehensively implemented
SAP WMS warehousing space management in the first half of the
year to improve warehouse management capabilities. Meanwhile,
the Group applied the LIMS system in the inspection process of raw
materials, auxiliary materials, semi-finished products and finished
products. The LIMS system was integrated with systems such as
the SAP and ERP systems, etc., to provide data support for the
comprehensive quality management of the Group and achieve visible
and effective tracking of the quality management of supply chain.
In terms of marketing, the Group initiated and launched the online
marketing expense management system, and effectively managed
the expenses and utilization efficiency of promotional campaigns
through the digital management platform.

In the second half of 2020, the Group will continue to be consumer-
oriented, establish a membership point system, improve
membership rights and interests, and add value to the digital assets
of members to empower consumers. The Group will establish an
interactive platform for distributors and a terminal marketing platform
to form a closed-loop business, reduce costs and improve efficiency
to empower distributors. The Group will continue to promote the
establishment of online business and digital upgrade of stores to
empower stores.

FINANCIAL REVIEW
Revenue

For the six months ended 30 June 2020, the Group’s revenue
amounted to RMB1,644.9 million (the same period of 2019:
RMB1,747.4 million), representing a decrease of 5.9% as compared
to the same period of last year.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

EEEWED T (&)

Revenue by brand and product category - for the six

EmERERERNE > Z2RA-BZE6H30

months ended 30 June (unaudited) HiEAREA (REEZ)
2020 2019

Percentage

By product category RERERE S RMB million RMB million change
ARBEERT AREBEETL FELLHI

Milk powder products M ER 1,290.1 1,398.7 -7.8%
Other milk powder products Hith I ER 224.3 264.2 -15.1%
Dissolvable products HRAEEM 73.7 59.3 24.3%
Others HAt 56.8 25.2 125.4%
Total et 1,644.9 1,747.4 -5.9%

For the six months ended 30 June 2020, milk powder products
recorded a revenue of RMB1,644.9 million (the same period of 2019:
RMB1,747.4 million), decreasing by 5.9% as compared to the same
period in 2019. Other milk powder products recorded a revenue
of RMB224.3 million (the same period of 2019: RMB264.2 million),
decreasing by 15.1% as compared to the same period in 2019,
mainly due to the decrease in the sales of base powder of Yashili
New Zealand resulting from the impact of the novel coronavirus
pandemic; dissolvable products recorded a revenue of RMB73.7
million (the same period of 2019: RMB59.3 million), increasing by
24.3% as compared to the same period in 2019; and other products
recorded a revenue of RMB56.8 million (the same period of 2019:
RMB25.2 million), increasing by 125.4% as compared to the same
period in 2019.

The decrease in the Group’s sale revenue was mainly attributable
to: (1) the Group continuously adjusted its product strategies to
gradually phase out products with low production value and gross
profit, while such consolidation partially offset the sales growth of
products to a certain extent; (2) in addition, due to the impact of
the novel coronavirus pandemic and the macroeconomic downturn
at home and abroad, the sales volume of products declined as
compared to the same period of last year.

Facing the impact of the pandemic, the Group bravely fought against
the pandemic and embraced the changes. In the second quarter,
the business fully recovered. Compared with the first quarter, net
income increased by 77% and operating profit margin increased by
17 percentage points with strong business development momentum.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

Gross profit

For the six months ended 30 June 2020, the Group recorded a gross
profit of RMB622.5 million (the same period of 2019: RMB769.0
million), representing a decrease of 19.1% from the same period
of last year. The gross profit margin was 37.8%, representing a
decrease of 6.2%, which was due to the increase in proportion of
sales revenue from adult milk powder and dissolvable products with
lower gross profit margin in the first half of the year. In addition, the
acceleration in the sales of infant milk powder products in original
packages also affected gross profit to a certain extent.

Selling and distribution expenses

For the six months ended 30 June 2020, the Group generated selling
and distribution expenses of RMB440.7 million (the same period of
2019: RMB614.9 million), representing a decrease of 28.3% from the
same period of last year. The selling and distribution expenses as a
percentage of revenue was 26.8% for the first half of 2020 (the same
period of 2019: 35.2%), representing a decrease of 8.4% from the
same period of last year, which was mainly due to the fact that the
Group enhanced the utilisation efficiency of selling and distribution
expenses for the period. Meanwhile, brand strategies were under
adjustment in accordance with market conditions, thus required less
investment.

Administrative expenses

For the six months ended 30 June 2020, administrative expenses
amounted to RMB91.9 million (the same period of 2019: RMB111.3
million), representing a decrease of 17.4% from the same period
of last year, mainly attributable to the enhancement of operation
efficiency of back offices and the optimization of corporate structure.

Net finance income

For the six months ended 30 June 2020, net finance income
amounted to RMB34.3 million (the same period of 2019: RMB42.6
million). The decrease in net finance income of 19.5% was mainly
attributable to the global adoption of quantitative easing policy under
the pandemic, leading to a decrease in deposit rate and capital for
deposits.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

EEEWED T (&)

Income tax expense

For the six months ended 30 June 2020, the provision for income
tax expense of the Group amounted to RMB11.2 million (the same
period of 2019: RMB14.2 million) and the effective income tax rate
was 23.9% (the same period of 2019: 29.2%). The decrease of
the income tax expense was mainly due to the decrease in use of
“temporary difference from the previous year and tax losses” for the
period.

Inventories

As at 30 June 2020, the balance of inventories of the Group
amounted to RMB770.5 million (31 December 2019: RMB924.0
million). The decrease in inventories of 16.6% was mainly because
the Group renewed the packaging and enhanced the formula
of infant formula milk powder. Each of the subsidiaries made
production and operation arrangement with regards to the Group,
with the companies responsible for sales selling more finished
goods with old package and original formula, while the companies
responsible for production exhausted its old packaging material as
soon as possible. As of the end of the period, the Group’s products
in new packaging were still in early distribution. There were less
finished products as compared to the end of the previous year,
resulting in the general decrease of stock of inventories.

Other current financial assets/structural bank
deposits

As at 30 June 2020, other current financial assets/structural
bank deposits mainly included structural bank deposits in total
of RMB541.0 million which were principal guaranteed and with
anticipated annualised yields of 1.3% to 5.9% (31 December 2019:
1.3% to 6.1%).
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

Trade receivables

As at 30 June 2020, the Group’s trade receivables amounted to
RMB192.9 million (31 December 2019: RMB152.6 million). During the
first half of 2020, the trade receivables turnover days were 19 days
(31 December 2019: 16 days), representing an increase of 3 days as
compared to the end of 2019, mainly due to the Group’s subsidiary
in New Zealand being affected by the export policy of New Zealand
during the period, where exports were forbidden between February
to April. As most of the transactions were made in May and June,
the balance of receivables for the period increased correspondingly.

Human resources and employees’ remuneration

As at 30 June 2020, the Group has a total of 2,574 full-time
employees (30 June 2019: 3,180). The total staff cost for the period
was approximately RMB219.0 million (the same period of 2019:
RMB252.4 million). The decrease in staff cost was mainly attributable
to the streamlining of the sales team during the period, leading to a
decrease in number of staff for the period.

Contingent liabilities

As at 30 June 2020, the Group had no material contingent liabilities
(31 December 2019: Nil).

Capital commitment

As at 30 June 2020, the Group’s capital commitment was RMB59.5
million (31 December 2019: RMB9.7 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 at 30 June 2020, 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.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)
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HUMAN RESOURCES

In the first half of 2020, the Human Resources Management Center
adjusted its departmental structure and further explored talents and
motivated employees in accordance with the strategic objectives of
the Group to continuously enhance team performance.

Adjusting structure and strengthening business units

In order to effectively align with the corporate strategy and
strengthen the business units, the Group, while upholding the vision
of “quick market response, strong strategy execution and high
operational efficiency (TTZE MR - BEEENTTR @ EEBER)” and
the design principles of “vertical penetration, horizontal splitting,
collaborating and sharing, and empowering and supporting (4t T
T RS MERE - e )7, transferred all the functional
centers and departments of the headquarters to business divisions,
and promoted business through reasonable personnel deployment.
The Group completed all the structural adjustments in March 2020.

Focusing on training outstanding talents

In the first half of 2020, the Group completed the organization
and talent review across the Group, identified talents with high
potentials, formulated personal development plans for employees,
and designed development programs for talents at different levels
and with different development needs under the “Blue Ocean
Program (25851 2)” to promote outstanding talents. The Group also
took advantage of customized cloud-based classes to enable online
learning for all the employees, with more than 150 online courses.
The Group launched a series of training programs, such as the Spark
Instructor Program, morale improvement training, new employees
training and monthly study station, etc., to continuously encourage
employees to learn.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

Reforming remuneration system and providing
incentives to talents with excellent performance

The Group initiated the “High-Performance-Based Salary Adjustment
Plan (543 #8%512)” this year, aiming to advocate a performance-
based culture and retain high-performance personnel. The measures
included reforming the employees’ sales-based remuneration
system and increasing the proportion of the employees’ fixed
income to provide better protection to front-line salespersons;
increasing monthly performance wages and strengthening
process management to promote sound and sustainable business
development; and introducing “Quantum Programs (£ 75 &l)” for
various sales units and functions, thereby motivating the employees
to accomplish annual goals.

Building a professional team and enhancing
employers brand image

The Group firmly believes that talents are valuable capitals for
corporate development. Through various channels, such as utilizing
internal employee network, the Group recruited experienced sales
talents in the milk powder industry to build an efficient sales team.
By virtue of excellent human resources management, the Group was
awarded the “2019 South China Human Resources Innovation and
Excellence Award (Golden HR Award) (2019FE R ZErih@ A HE
JREl4&EE (£ A5E))” presented by Guangdong Human Resource
Management Association (EH & A H&REIEHE) and the “2020
Outstanding Human Resources Management Award (20204 A 1 &
JRE TR 4 #%)” presented by 51job.com (B2 %), which improved
the employers brand image of the Group.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)
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SOCIAL RESPONSIBILITY

In the face of the outbreak of the novel coronavirus pandemic in
early 2020, the Group proactively shouldered its corporate social
responsibility by making its own contributions for the prevention and
control of the pandemic, fully mobilizing resources from all parties,
and donating 51,826 sets of supplies in aggregate with a total value
of RMB40 million to various institutions and units, including the Red
Cross Society of Inner Mongolia Autonomous Region (N5 & B8
[E4I+5 ), China Children and Teenagers’ Fund (fE &= D EE
% &), China Nutrition and Health Food Association (1 B4 &7 {&
B Mm% E), China Charity Federation (F# 2= 4 <), Henan Charity
General Federation (ji]f°4 2 Z422) and Hubei Charity Federation
(HiltaEaeE).

In order to support front-line personnel to better participate in the
prevention and control of the pandemic, Yashili donated 4,186
boxes of infant formula milk powder to Hubei Charity Federation
(#dt & 2 =42e) through China Charity Federation (F#Ez2 =44
@) to ensure food supply for the infants and young children of the
front-line staff in governments and hospitals in Wuhan and various
regions. At the same time, Yashili’'s employees from different regions
also joined the volunteer teams to deliver the donated supplies to
the Mengniu Epidemic Prevention and Emergency Supplies Center
of China Charity Federation (T#ZZ# & (R4) RIGHZEZY
&y, which was built by Mengniu Group, for distribution. Yashili
also donated milk powder to charities, children’s welfare homes and
governmental agencies for novel coronavirus pandemic prevention
and control in certain areas of Hubei Province through salespersons
and distributors in Hubei Province.

Yashili also actively responded to the public welfare event named
“Prevention of Novel Coronavirus Pneumonia and Guaranteeing
Nutrition of Infants ((3¥iALE MK - (RFEE22) 5% & )" organized
by China Children and Teenagers’ Fund in conjunction with China
Nutrition and Health Food Association, by donating 13,490 boxes
of infant formulas with a value of RMB20 million to China Children
and Teenagers Fund to supply to the families with pregnant women
and infants affected by the pandemic in Xiaogan, Xianning, Ezhou,
Yichang, Huanggang and other places in Hubei Province.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

In addition, Yashili donated products with a value of RMB10 million
through the Red Cross Society of Inner Mongolia Autonomous
Region to the Red Cross Societies in more than 10 provinces across
the country. The donated products included Mengniu Yashili milk
powder, Mengniu Yourui Guyi (&35 &) milk powder for the middle-
aged and elderly, Mengniu Yourui Shunyi (f&35)[EE) milk powder for
the middle-aged and elderly and Mengniu Yourui Yitian (f&I5167)
milk powder for the middle-aged and elderly to provide nutritional
supplements for front-line personnel who were fighting against the
pandemic.

In May 2020, Yashili also donated Topconic milk powder, which was
worth more than RMB1 million, to Air Force Hospital for Guangzhou
Southern Military Area (/)1 = & 8% 2= & & [5), the People’s Hospital
of Liangshan County (2L % A RZB7), the Education Bureau of
Yuexiu District, Guangzhou (E/N#FKEEZE ) and the School of
Public Health of Sun Yat-sen University (FF |1/ kK222 H &4 £2657).

PUBLIC RELATIONS AND CRISIS
MANAGEMENT

The Group has been striving to communicate with relevant
government departments, media and consumers through various
channels in a proactive, open, sound and active way to achieve
mutual benefits and win-win results. In the first half of this year,
affected by the pandemic, consumers paid more attention to food
safety issues. The Group carried out system reforms, integrated
Mengniu Group’s system with the original corporate crisis
management system and strengthened learning and application
to quickly handle various kinds of crises in an active and effective
manner. With the support of the crisis management system, the
Public Affairs Management Department coordinated with various
departments to timely and accurately handle various consumer
complaints and assist in handling the consultation of government
departments and media concerns.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)
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The Group also attached great importance to the market, actively
served and coordinated for market sales, and timely responded
to consumers’ concerns, which thereby effectively prevented the
occurrence of crisis. By paying close attention to industry trends
and news events, the Group responded to industry events in a
timely manner and communicated with the public and the media
effectively, thereby establishing a good position in the industry. The
Group also actively released information to the media in the aspects
of brand activities, industry activities and trending information.
By controlling the pace of communication, the Group established
trending, influential and readable topics for each event, to improve
the understanding of the public and media on the Company and
continuously enhance its corporate and brand image.

INVESTOR RELATIONS

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

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

FUTURE PROSPECTS
Policy implications

In the second half of 2020, the State Council will issue the “Opinions
on Promoting the High-Quality Development of the Dairy Industry”
((EAREDIHERTESLEEREMNER)) to further optimize
the industrial structure and ensure the quality and safety of dairy
products, so as to boost the public confidence in domestic dairy
products consumption, continuously improve the competitiveness of
China’s dairy industry and promote the high-quality development of
the industry.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

With the continuous update and release of policies, regulations
and standards, the Group will consistently pay attention to the
development of national policies and associated implementation
documents. Regarding the domestic milk powder industry, such
policies will promote the overall quality upgrade of the industry,
accelerate mergers and acquisition and increase industry
concentration, bringing a broader room for development of the
domestic dairy industry, which will be considered as both challenges
and opportunities for dairy companies.

Industry trend

High-quality differentiated products remain as the major
trend of the market

With China’s economy gradually focusing on quality transformation
and industrial upgrade, and the consumption transformation across
the society, the pursuit of high-quality products and services have
become a new form of socio-economic trend and lifestyle. The infant
milk powder industry will still take on the trend of continuing to
provide the consumers with high-quality products and differentiated
services. Facing the increasingly fierce competition in the domestic
milk powder market and the increasing requirements for product
quality against the backdrop of diminishing demographic dividend
and new policies for milk powder, the production of high-quality
and differentiated products is still the main breakthrough point to
enhance corporate competitiveness. Organic and goat milk products
market is expected to see continuous growth.

Adult milk powder enjoys huge market potential

With the increasing aging population in China and the higher
awareness on healthcare of people, there will be an explosive
growth in nutritional and healthcare products, and adult milk powder
enjoys huge market potential. In the context of China’s consumption
upgrade, the adult milk powder industry will be led by users’ demand
to mainly coping with their needs, and continuously optimize
products and services to give full play to the industry’s potential
under fierce competition.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)
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Consumers prefer high-quality and healthy functional
products

As affected by the novel coronavirus, the demands of Chinese
consumers will tend to focus on the high quality and health
functionality of the products. The quality incidents in the first half of
2020 will result in new quality regulatory requirements to the entire
dairy industry. This trend requires dairy companies to pay more
attention to product production and quality assurance, as well as the
research and development of milk powder formula, the promotion of
healthy ingredients and consumer education.

All-round investment and digital development of channels
In terms of channels, for the transformation of channel retailers, large
and medium-sized mother-and-baby chain stores has begun to take
on a trend of turning into modern trade stores and digitized, with
more and more mother-and-baby stores starting to collaborate to
seek better business modes. From the perspective of the competitive
landscape, foreign brands have not developed enough brand and
channel penetration, while domestic brands have increased their
omni-channel investment and made remarkable achievements in
brand building and channel expansion. For marketing activities, live
broadcast promotions by celebrities have gradually become the
main promotion model for high-end milk powder. The popularity of
new retail formats has brought more investment and development
in online + offline business models. With the digitalization,
intelligentization and big data application of the retail industry in
China and the rise and development of the business models like
live broadcasts and community marketing, the mother-and-baby
industry will be elevated to a new dimension of development.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

Company strategies

Brand strategies

Focusing on brand and product category

The Group will continue to regard infant formula as its main product
category, strive to consolidate milk powder products, and expand
the market for organic and goat milk products, while gradually
developing the market for dissolvable nutritional products. In
particular, the Reeborne brand will focus on breast milk-like milk
and organic products, the Arla brand will focus on high-end organic
products, and the Doraler brand will seek for breakthroughs in
imported goat milk, thereby forming a sound infant formula brand
and product mix. On the other hand, under the two major trends of
aging population and younger sub-healthy population, the Group
will continue to develop the strategy of multi-brand operation, focus
on sub-health populations, and build an adult milk powder brand
with high-end health maintenance functions for the middle-aged and
elderly.

Enhancing brand image in multiple dimensions

In 2020, the Group will focus on newly renewed brands (such
as Reeborne, Arla Baby & Me, and Doraler, etc.), further shape
their high-end professional images, and concentrate resources to
continuously invest in brand building and brand empowerment.
In particular, the Group has held a press conference in the third
quarter to promote Reenborne’s new brand image to create a
new concept of infant formula and enhance brand awareness.
Reeborne will also use the image of mother and baby pandas to
convey the brand concept of “Every Baby is a Mother’s National
Treasure (BEEE & 215158 E)”, and will actively participate in
the national panda welfare and protection cause, calling on society
to pay attention to and participate in the protection of pandas, so
as to further strengthen the positive image of the Group in terms of
social responsibility. In addition, Reeborne has also continued the
cooperation with the spokesperson Yao Chen (#£), and launched
a TV commercial in the third quarter to strengthen the brand’s
professional image.
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In the second half of 2020, the Group will also continue to
concentrate resources in core cities, and actively strengthen the
distribution, retail-end construction, and consumer cultivation and
interaction in core markets. Meanwhile, the Group will attract more
consumers to buy star products by various means such as TV
advertisements, cooperation with local media columns and internet
advertisements.

Product research and development

To cater for the diversified needs of the market, the Group will
continue to enrich its brand matrix and improve its product portfolio
in the second half of 2020. The Group will continue to devote more
efforts on the design of unique formulas for the needs of children,
adolescents, adults, women, the middle-aged and the elderly. In
order to grasp the opportunities brought by the increasing ageing
population in China, the Group will strengthen the innovative
development and application of nutritional supplement milk powder
with different functional ingredients to meet the diversified needs
of the middle-aged and elderly people. In addition, the Group will
continue to explore the product development of formula foods for
special medical purposes for adult consumer groups with special
needs.

Besides, the Group will continue to strengthen the research on the
nutritional components of breast milk, including cooperating with the
Nutrition Research Institute of Mengniu to carry out research on how
to make infant formula products that are more similar to breast milk,
and actively cooperate with industry-leading food and nutritional
science experts and institutions to develop a new generation of
breast milk-like infant formula products, as well as continue to
proceed the research on nutritional components of breast milk
under the “13th Five-Year Plan”. Meanwhile, the Group will continue
to increase the investment in basic research and development
projects to continuously improve the technical level of research and
development and product quality.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

Sales channels

The Group will continue to increase investment in its various
brands and the layout and construction of different sales channels
for all business divisions, and continue to promote the balanced
development of online and offline markets, focus on key products in
core areas, enhance marketing digitalization, seize the development
opportunities for e-commerce and new retail, and promote cross-
border business development.

Balancing the development of online and offline markets and
strengthening the operation of offline stores

The Group will continue to develop in a balanced manner in the
online and offline markets in the second half of 2020. For online
markets, the Group will establish cooperative relationships with
large-scale manufacturers and gradually establish a network of
benchmark stores. For offline markets, the Group will continue
channel penetration and deep cultivation to achieve stable
distribution at the county, township and village levels. For mother-
and-baby chain stores and KA modern trade channels, the Group will
formulate targeted strategic plans to continue to enlarge the market
share of advantageous brands, while promoting the “RMB10,000
Store (£7T/&)” program nationwide, and focusing resources on key
stores to promote the in-depth development of the channels.

Focusing on key products in core areas

The Group’s infant formula key products will focus on key areas,
commence saturation coverage, expand network layout, set up
flagship store and strengthen shopping guide management. Extra
efforts will be made to increase new customer and repeated
purchase rate while cooperation with distributors will be further
increased.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

EEEWED T (&)

Strengthening market digitalization and promoting marketing
innovation

In face of the impact of the pandemic and in line with the trend of the
new retail industry, the Group will continue to invest in and promote
digital marketing, focus on obtaining big data across channels, and
provide consumers with tailor-made products and services. The
Group will further promote the analysis and application of big data,
optimize consumer service experience, and improve marketing
effectiveness, while improving the efficiency of product supply,
logistics and distribution, improving the overall service standard of
the Group, and gaining insights into the changes in consumption
patterns in terms of in-depth marketing, so as to enhance the
adhesiveness of the channels and provide consumers with tailor-
made services.

Seizing the development opportunities for e-commerce and
new retail

The Group will seize the new opportunities brought about by
e-commerce and new retail models, strengthen the cooperation with
Alibaba in intelligent cloud computing, Tmall new retail and digital
media, and take advantage of consumer big data to enhance online
and offline traffic flow and improve overall services. Especially in the
post-pandemic era, social e-commerce has emerged vigorously,
and its difference from traditional e-commerce is that it can quickly
facilitate transactions and increase conversion rates from the model
of “search” to “discovery”. E-commerce and new retail will bring
new growth points and room for development to the Group in the
long run. Among which, e-commerce team operates independently,
online and offline stores are linked and the management of public
opinions and negative feedback is launched. We promptly responds
to customers’ enquiry is promptly responded to, provides training to
professional service team and boldly delegates power.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

Supply chain

In the second half of 2020, the Group will focus on the production
management in factories, optimize the existing systems, and
continue to expand income sources and innovate, thereby helping
the Group achieve its strategic goals.

The Group will carry out differentiated positioning for every factory
at home and abroad to explore the projects for expanding sources
of income and reducing expenses, increase capacity utilization, and
implement measures for cost reduction and efficiency enhancement.
These include the introduction of advanced management concepts
of the WCM system to achieve the factory management goal of “zero
waste, zero defect, zero failure and zero inventory” (Z;R& « Tt
bE - TS - ZETF). In terms of plan management, the Group will
continue the reform towards digitalization and use data to drive the
implementation of plans to achieve end-to-end management system
optimization.

In addition, the Group will continue to train talents with high
potential, deploy key business teams to factories for rotation
to strengthen their understanding of business operations, and
carry out talent training to the teams at primary level to identify
outstanding managers, as well as conduct a comprehensive
evaluation on the employees and formulate targeted development
plans. In terms of professional training, the Group will enhance the
operation and management capabilities of the supply chain team by
organizing comprehensive trainings targeted at “world-class smart
manufacturing”, to help the Group achieve its strategic goals.

Human resources

In the second half of 2020, the Group will continue to introduce
advanced management processes, systems, standards and set-ups
to quickly respond to changes in market, and implement strategic
human resources management and continue to optimize its business
model under the business division system at the same time.
We continued to delegate practical duties to the business units.
Being business-oriented, the Group will maximize organizational
performance and maintain the sustainable competitive advantages
of the Group through policy deployment, organizational structure
and their implementation.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)
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Deepening corporate culture and strengthening performance
management

The Group will continue to promote the values of “Integrity,
Responsibility and Entrepreneurship” ({5 * 1% - AI2£151%), pass
on the corporate culture to employees in various forms, and adopt
competitive remuneration, incentive systems and appraisal systems
to retain outstanding talents, while closely monitoring performance
management to further enhance staff performance and vitality.

Constructing core talent supply chain to facilitate talent
development

The Group will build a core talent supply chain, focus on training
employees in key positions, follow up on the progress of the
employees’ personal development plans, implement training plans
for high-potential talents, and build a dual-track talent development
mechanism. The Group will also focus on the training and
development of the sales team to ensure the unceasing supply of
talents.

Optimizing system construction and strengthening business
support

The Group plans to complete the optimization of the human
resources system in 2020 to realize the automation and
systemization of work related to human resources, as well as the
self-service of employee service functions. The Group will also
continue to optimize the human resources and remuneration system
to strengthen the support for its business, and retain outstanding
employees through competitive incentive mechanisms such as the
“Quantum Program” and sales increment awards. In addition, the
Group will continue to recruit talents in the industry, develop higher-
tier and lower-tier markets in line with its business strategies, and
expand new channels.

Establishing employer brand to improve corporate image

The Group will continue to promote internal and external employer
brand building activities, stimulate the recognition of employer brand
from internal staff, expand internal recommendation channels and
continuously promote the employer brand through online publicity
activities, thereby enabling the Group to attract outstanding talents.

YASHILI INTERNATIONAL HOLDINGS LTD
INTERIM REPORT 2020

RIEEERXE - Rt ERE

AERE BRI BE - BE - BIRBIEE
B BB TRNEAME TEAREXL - 1K
HABFHHFH - BEHEREZFZREE
BFANS > ANBREZEZRENER  E—FRFTA
BREMIIET -

BRZODATHESRE - REATBR

AERER RO RS - P IEIR R
BT REBTEARRTINER  ZES
BEATIEERE - BRATEHERRES -
AEBETHE NN HEEBROFIINER - RE
AT ST EHLE

B RFIERR - D98 TS K

REEETEIE2020F TR A FE R GNEL - BIR
ANERITEERIE - Rl - BTRIBSIIEES
Bt - REBE TR EEBIEAZNHMESR - A
IR R HT - WiBBl EFAH8] - HEE
ERFATFNHBES - REB/FET - 1t
Sh  REEFHREEBITEES  BAEBRE
BRLETHRMS  ARMIRE -

EREIME  RBARETR
AEBRFHERDAIMEIREEREE - BB
MEHE  BBEANEINEERERAE M)
AARHBRENE  BEHEDEIREEE
NBEAKERAEFAT °



REPORT OF THE DIRECTORS

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 2020.

INTERIM DIVIDENDS

The Board does not recommend an interim dividend for the six
months ended 30 June 2020 (six months ended 30 June 2019: 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 2020

As at 30 June 2020, 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) (the
“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)
BEEERE (A

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

EENPEAESTIAZBERARMTRFIAE] - B
AR TR A B K AR E R By 7 e

Capacity/

Name of director Nature of interest

EEnA B Rty
Mr. Jeffrey, Minfang Lu Beneficial owner
BRI E BEmEEA

Mr. Zhang Ping Beneficial owner
SR EE BB A

Mr. Yan Zhiyuan Beneficial owner
Epsvcd EaHE 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. 3,938,589,900 shares) as of 30 June
2020.

Save as disclosed above, as at 30 June 2020, 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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REPORT OF THE DIRECTORS (CONTINUED)
BEEERE A

SUBSTANTIAL SHAREHOLDERS’ INTERESTS
AND SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES AS AT 30 JUNE 2020

To the best of knowledge of any Director or chief executive of
the Company, as at 30 June 2020, 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:

N20205F6 A0 T ER RN K
P RAEERGHERRXR

RARNBERNEETHRZRSTRAEMNEM R
20206 A30H * AR sk E A AE %
T HABRER D R B ARIR B 5 R A S M SEXVEL &
2R3N EBHNE B R T AR R MR IORE
AR AR IEE H M E 40 55336151 E BT
ENECDMAMERSABEATSOEE (WL IE
AAREBXEEITERAE)NT ¢

Name of substantial shareholder

TERREW HA 5 EEHE

Mengniu Dairy™
EZEE

China Mengniu International Company

EEHEE RS
Beneficial owner
Limited (“Mengniu International”)®

PRERAERARAR ([BFERRO BB A

Danone SA®@
EBLSA@ SRR EE R R

Danone Baby and Medical Holding®
RELEE RS
Danone Baby and Medical Nutrition BV®
REHLEE RS
Nutricia International BV@
REGEE SR
Beneficial owner

BEmlEBA

Danone Asia®

ZEpepile

Vanguard International Investment Co., Ltd®
REH AR RS

Zhang Yangui®

RIEEO

Zhang International Investment Limited®

REBERKRERRAFS

SRR EE R R
Beneficial owner

BEmlEBA

Capacity/Nature of interest

Interests in a controlled corporation

Interests in a controlled corporation

Interests in a controlled corporation

Interests in a controlled corporation

Interests in a controlled corporation

Interests in a controlled corporation

Interests in a controlled corporation

Number of
ordinary
shares®

EERBE®

2,422,150,437%

2,422,150,437@

1,186,390,074%

1,186,390,074%

1,186,390,074®

1,186,390,074%

1,186,390,074%

303,462,119%

303,462,119¢

303,462,119¢

Approximate
percentage
to the issued
share
capital®

HE 8T

IR AL
ERalql

51.04%

51.04%

25.00%

25.00%

25.00%

25.00%

25.00%

6.39%

6.39%

6.39%
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REPORT OF THE DIRECTORS (CONTINUED)
BEEERE (A

Notes:

(1) As at 30 June 2020, Mengniu Dairy held 99.95% interest in Mengniu International
and Mengniu International directly held the relevant shares.

(2) As at 30 June 2020, 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.

(8) As at 30 June 2020, 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) All the 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 2020 was
4,745,560,296.

Save as disclosed above, as at 30 June 2020, 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.

No option was granted by the Company nor was there any
outstanding option granted by the Company from 1 January 2020 to
30 June 2020.
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REPORT OF THE DIRECTORS (CONTINUED)

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 2020, the Group has pledged bank deposits, other
current assets and non-current assets in aggregate of approximately
RMB1,533.3 million (31 December 2019: RMB1,453.2 million).

LIQUIDITY AND CAPITAL RESOURCES

As at 30 June 2020, 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 RMB2,891.9
million in aggregate (31 December 2019: RMB2,692.0 million),
representing an increase of 7.4%. The increase was mainly due to
that the Group has prepared sufficient funds for the production and
sales of new packaged products in the second half of the year.
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REPORT OF THE DIRECTORS (CONTINUED)
BEEERE (A

OPERATING ACTIVITIES

For the six months ended 30 June 2020, the Group’s net cash
outflows from operating activities amounted to RMB47.8 million
(six months ended 30 June 2019: net cash outflows of RMB192.6
million). Net cash outflow from operating activities decreased from
that of the same period of last year. The decrease was mainly due to
that the Group increased production and stock of raw materials and
packaging materials in view of the increased sales of infant formula
and adult milk powder, which led to a significant increase in inventory
and greater cash outflow during the same period of last year. During
the period, the Group renewed the packaging and enhanced the
formula of infant formula milk powder. Each of the subsidiaries made
production and operation arrangement with regards to the Group,
with the companies responsible for sales selling more finished goods
with original package and formula, while the companies responsible
for production exhausted its original packaging materials as soon as
possible. As of the end of the period, the Group’s products in new
packaging were still in early distribution. Finished product and the
general stock of inventory decreased as compared to the end of the
prior year, leading to a decrease in cash outflows from operating
activities.

INVESTING ACTIVITIES

For the six months ended 30 June 2020, the net cash inflows used
in investing activities amounted to RMB317.4 million (six months
ended 30 June 2019: net cash outflows of RMB329.3 million). There
was cash inflow from investing activities during the period, mainly
due to the decrease of bank deposits with original maturity of more
than three months and other financial assets in the period.

FINANCING ACTIVITIES

For the six months ended 30 June 2020, the net cash inflows
generated from financing activities amounted to RMB255.9 million
(six months ended 30 June 2019: net cash inflows of RMB97.3
million). The increase in net cash from financing activities as
compared to the same period of last year was mainly attributable to
the increase in bank loans for the period.
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REPORT OF THE DIRECTORS (CONTINUED)

LOANS AND BORROWINGS

As at 30 June 2020, the Group’s interest-bearing bank and other
borrowings amounted to RMB316.9 million (31 December 2019:
RMB26.8 million). As at 30 June 2020, the total equity of the Group
amounted to RMB5,673.5 million (31 December 2019: RMB5,681.7
million), debt to assets ratio (total interest-bearing bank and other
borrowings at period end divided by total assets) was 4.2% (31
December 2019: 0.4%). 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.

During the period from 1 January 2020 to 30 June 2020, 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 (“CEO”) of the
Company are held by Mr. Jeffrey, Minfang Lu and Mr. Yan Zhiyuan
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.
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REPORT OF THE DIRECTORS (CONTINUED)
BEEERE (A

BOARD OF DIRECTORS

For the six months ended 30 June 2020, the Board’s composition
have undergone the following changes:

1) Mr. Chopin Zhang resigned as an executive director, chief
executive officer and authorized representative of the
Company with effect from 8 January 2020.

()] Mr. Yan Zhiyuan was appointed as an executive director,
chief executive officer and authorized representative of the
Company with effect from 8 January 2020.

As at 30 June 2020, 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. Yan Zhiyuan;
and the independent non-executive Directors were Mr. Mok Wai Bun
Ben, Mr. Cheng Shoutai and Mr. Lee Kong Wai Conway.

INDEPENDENT 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 2020 to 30 June 2020, 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.

YASHILI INTERNATIONAL HOLDINGS LTD
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REPORT OF THE DIRECTORS (CONTINUED)

DISCLOSURE OF INFORMATION OF
DIRECTORS UNDER RULES 13.51(2) AND
13.51(B)(1) OF THE LISTING RULES

Mr. Chopin Zhang resigned as an executive director, chief
executive officer and authorized representative of the Company
with effect from 8 January 2020. Mr. Yan Zhiyuan was appointed
as an executive director, chief executive officer and authorized
representative of the Company with effect from 8 January 2020.
Save as disclosed in the announcements of the Company dated 8
January 2020, there are no changes in the directors’ biographical
details since the date of the 2019 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 2020, 5 board meetings were
held by the Company. The attendance record of each Director at the
board meetings are set out below:
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Name of Director

BEEnE

Mr. Jeffrey, Minfang Lu (Chairman) ESRSE(FE)

Mr. Qin Peng Pt

Mr. Zhang Ping SRS A

Mr. Gu Peiji (alias Philip Gu) EEIEE ST (X &Philip Gu)
Mr. Chopin Zhang® 3K F(Chopin Zhang)st£®
Mr. Yan Zhiyuan® BERLE

Mr. Mok Wai Bun Ben REDRSEE

Mr. Cheng Shoutai TS et

Mr. Lee Kong Wai Conway FREEE

Notes:

(1) Mr. Chopin Zhang resigned as an executive director, chief executive officer and
authorized representative of the Company with effect from 8 January 2020.

(2) Mr. Yan Zhiyuan was appointed as an executive director, chief executive officer and
authorized representative of the Company with effect from 8 January 2020.

Attendance
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REPORT OF THE DIRECTORS (CONTINUED)
BEEERE (A

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
2020.

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 2020.

COMPANY SECRETARY

Mr. Kwok Wai Cheong, Chris is 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.

YASHILI INTERNATIONAL HOLDINGS LTD
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REPORT OF THE DIRECTORS (CONTINUED)

AUDIT COMMITTEE

As at 26 August 2020, 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
2020, 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 2020 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 2019 Annual Report.

On behalf of the Board
Jeffrey, Minfang Lu

Chairman

Hong Kong, 26 August 2020
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INDEPENDENT REVIEW REPORT
B ERRE

e

Ernst & Young ZXEF RIS HFR Tel E&E: +852 2846 9888
22/F, CITIC Tower BEPIRREEIR Fax 8 E: +852 2868 4432
ﬁﬁ( 1 Tim Mei Avenue hiERKE2218 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
52 to 100, 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 2020
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 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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INDEPENDENT REVIEW REPORT (CONTINUED)

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
26 August 2020
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INTERIM CONDENSED
CONSOLIDATED STATEMENT OF PROFIT OR LOSS
THIEA S fHEmK

For the six months ended 30 June 2020 #;Z=202046 A30H 1161 A

2020 2019
—EB-EF —ZE-NF
(Unaudited) (Unaudited)
(REEER) (REEEZ)
Notes RMB’000 RMB’000
bz AR¥T T ARBTT
Revenue WA 4 1,644,928 1,747,401
Cost of sales SHE KA (1,022,469) (978,421)
Gross profit EF 622,459 768,980
Other income and gains H A R as 5 26,382 11,313
Selling and distribution expenses SHE RACSER X (440,663) (614,926)
Administrative expenses TE R (91,939) (111,332)
Impairment of financial SRIEERE
assets, net FER (1,521) 153
Other expenses HFAX 6 (102,183) (48,329)
Finance income B A 40,820 49,079
Finance costs BT RN (6,535) (6,494)
PROFIT BEFORE TAX [ 75 AT aa ) 7 46,820 48,444
Income tax expense et & R 8 (11,204) (14,158)
PROFIT FOR THE PERIOD A H & 35,616 34,286
RMB cents RMB cents
AR5 ARES
EARNINGS PER SHARE BRAT 10
Basic and diluted FHAFN# s 0.8 0.7

YASHILI INTERNATIONAL HOLDINGS LTD

INTERIM REPORT 2020



INTERIM CONDENSED

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
TFHIBAE S EmWE R

For the six months ended 30 June 2020 #;Z=202046 530H (t61E A

2020 2019
—ECEF —E-NF
(Unaudited) (Unaudited)
(REBEZR) (REg&FEZ)
RMB’000 RMB’000
AR¥T T ARETIT
PROFIT FOR THE PERIOD R ERE 35,616 34,286
OTHER COMPREHENSIVE (LOSS)/INCOME ~ H#h 2 mE (%) Iz
Other comprehensive (loss)/income that AR BHRERES
may be reclassified to profit or loss in Bm a2 m
subsequent periods: (18K), M -
Exchange differences on translation of N SRRITE = RE
financial statements (37,291) 4,510
OTHER COMPREHENSIVE (LOSS)/INCOME REATIE EAth 2
FOR THE PERIOD, NET OF TAX (18%), e (37,291) 4,510
TOTAL COMPREHENSIVE (LOSS)/INCOME AE2E(IBK),/
FOR THE PERIOD W4 e (1,675) 38,796
T+ FIEBRIZR G R A A

TR & 2020
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INTERIM CONDENSED

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

HAR B S GRS AR &

As at 30 June 2020 7202046 A30H

30 June 31 December
2020 2019
—B-EHF —T-NF
AA=tH +Z-HA=+—H
(Unaudited) (Audited)
(RBEZ) (RREZ)
Notes RMB’000 RMB’000
Bt AR®T T ARET T
NON-CURRENT ASSETS FRBEE
Property, plant and equipment M - BB NRERE 11 1,487,692 1,549,669
Construction in progress EETRE 12 45,093 63,414
Investment properties "EME 13 64,741 73,548
Right-of-use assets EREEE 106,764 112,659
Intangible assets mLEE 14 351,287 346,294
Goodwill kS 991,236 991,236
Deferred tax assets EEFR T A B 379,828 385,712
Long-term bank deposits REJIRITIFK 20 715,615 546,091
Prepayments, other receivables and TEREIE - EAbEYGRIE &
other assets Hi&EE 17 638 4,135
Total non-current assets EREEELRTE 4,142,894 4,072,758
CURRENT ASSETS RBEE
Inventories w5 15 770,541 924,018
Trade receivables EE) TEN 16 192,930 152,632
Prepayments, other receivables and TERRIA ~ B FEGRIE
other assets Hi&EE 17 173,779 205,498
Other current financial assets EmrnsemEE 18 - 49,434
Structural bank deposits ERBIERITIER 18 540,994 593,960
Derivative financial instruments TSR T A 19 22 =
Pledged deposits RESFN 20 27,145 9,968
Cash and bank balances N4 NIRITES 20 1,608,222 1,504,233
Total current assets MEVE EERR 3,313,633 3,439,743
CURRENT LIABILITIES RBEE
Trade and bills payables BN RERE 21 518,378 553,468
Other payables and accruals HAbER R ST & A 22 903,638 1,202,365
Interest-bearing bank and other FTEIRITREA
borrowings f&E3x 23 316,940 26,831
Derivative financial instruments PTESBTA 19 9 -
Lease liabilities HEaE 9,224 9,378
Income tax payable JE{S TSR 6,934 7,294
Total current liabilities MENRERRE 1,755,123 1,799,336

YASHILI INTERNATIONAL HOLDINGS LTD
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION (CONTINUED)
AR A& Gt AR 2R ()

As at 30 June 2020 7202046 H30H

30 June 31 December
2020 2019
—E-%F —TNF
NB=+H +=ZA=+—H
(Unaudited) (Audited)
(REBEX) (#z)
Notes RMB’000 RMB’000
M5t ARET T AREFIT
NET CURRENT ASSETS REEEFE 1,558,510 1,640,407
TOTAL ASSETS LESS CURRENT EEABERRE
LIABILITIES aE 5,701,404 5,713,165
NON-CURRENT LIABILITIES ERBAS
Deferred income RIEW 3,295 3,477
Lease liabilities HEaE 14,867 18,671
Deferred tax liabilities RS AE 9,786 9,296
Total non-current liabilities EmEaERRE 27,948 31,444
Net assets EEZRE 5,673,456 5,681,721
EQUITY P
Share capital R& AR 24 399,352 399,352
Reserves B 25 5,274,104 5,282,369
Total equity R 5,673,456 5,681,721
Mr.Yan Zhiyuan Mr. Zhang Ping
BERELE REELE
Director Director
EZE EZE

- FIEPRIERARA A 55
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INTERIM CONDENSED

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FHISASfHERE R

For the six months ended 30 June 2020 #;Z=202046 530H 1L61E A

Attributable to owners of the parent

FRRSNTREHAA
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
ke Ll By BREE/
Bx Riyie EEGE EERE EARE  BARERE EXRE BHEE | £ REEA it
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'00
ABETT  ARETR  ARETR  ARETR  ARMTr  ARMTr  ARMTR  ARMTR ARMTR ARMTR  ARBTR
(note 24)
(29
Asat 1 January 2020 (audited) 02051 A1R(BER) 399,352 3,845,616 818 182,021 44,615) 24,746 75,122 (850,504) 1,367,204 681,961 5,681,721
Profit for the period syl - - - - - - - - - 3,616 35,616
Other comprehensive loss forthe AR {risARR
period: - - - - - - - - - - -
Exchange diferences on ranslation S\ &hiFE 2
of financial statements - - - - - - (37,291) - - - (37,201)
Total comprefensive loss THRERALE
forthe period - - - - - - (37,291) - - 35,616 (1,675)
Share option and share award FEHERRERE
amangements”™ HE - - - - - (6,590) - - - - (6,590)
Transfer from retained profits BALEEE - - - - - - - - - - -
As at 30 June 2020 (unaudited) R00FEA0R (KEER) 399,352 3,845,616 818 182,021 (44,615)* 18,156* 37,831 (80,504 1,367,204* 15T 5673456
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (CONTINUED)

RIS RS Bk (F)

For the six months ended 30 June 2020 #;Z202046 A30H L6/ A

Attributable to owners of the parent

BENBAAREREA

Capital PRC QOther  Share option
Share Share  redemption statutory capital  reserve/share  Translation Merger  Contributed Retaned
capital premium reserve 1Eserves reserve  award reserve reserve reserve surplus eamings Total
bl il th BREE/
e RiaE oiERE s HAGhE  ROZRRR 3 AR EaEs REEH e
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETL  ARETR ARETR ARETR ARETR ARETn ARETn ARETn ARETR ARETR ARETR
(note 24)
(i 24)
As at 1 January 2019 (audited) 101951 A1A (%) 399,352 3,845,616 818 182,021 (44,615) 9,646 31,168 (850504 1,367,204 617,19 5,557,825
Profit for the period syl - - - - - - - - - 34,286 34,286
Other comprehensive income THEMGA NG
for the period: - - - - - - - - - - -
Exchange diferences on ranslation S shiFE 2
of financial statements - - - - - - 4510 - - - 4510
Total comprehensive income for the ~ 72 ENALE
period - - - - - - 4510 - - 34,286 38,79
Share option and share award BEHERREAE
anangements™ HE - - - - - 10,621 - - - - 10,627
2018 special dividend declared™  2018EE RiEIRE™ - - - - - - - - - (47 456) (47 456)
As at 30 June 2019 (unaudited) 019567308 (FEER) 399,352 3,845,616° 818" 182,021 (44,618 20213 35,678' (850,504 1,367,204 603.949° 5559792

Hox

These reserve amounts comprise the consolidated reserves of RMB5,274,104,000
(30 June 2019: RMB5,160,440,000) in the consolidated statement of financial
position.

On 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 1,299,557 units of shares and 3,911,910 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 2020.

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 appeared on the register of members on 18
June 2019.

*

Fokk

B FE S R4 2020F6 A30H I Bk & HF R P A
f##E AR%5,274,104,0007C (2019406 H30H : AR
5,160,440,0007T) °

201845 A7H - 2018412 A24 A 201946 551 -
PRSFAEARAR(RFIAE]) - ARAZHEER
AR REEREHERRESE T ERAARREERE
B A B 25M1% 111,299,557 % iR = F13,911,910% Hi#E - 1A
MARESFEBRINEL BEBNEE A B IREHE &4
B - XS5 A LA _EAR SR EARE K AR BN Bl £ 2020466 A
B0HM AR BEEHTE

EESEENEZ2018F12A31 A L FEMEE201946 A
18 A &R A MRS IR R RIS - BRRARHD AR
19 AT H£H AR E47,456,0007T ©

- FIEPRIERARA A
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INTERIM CONDENSED

CONSOLIDATED STATEMENT OF CASH FLOWS
TFHEREHRERER

For the six months ended 30 June 2020 #;Z=202046 A30H 1161 A

2020 2019
—E-FF —TNHF
(Unaudited) (Unaudited)
(REEZ) (REeEZ)

Notes RMB’000 RMB’000
BfaE AR¥T T AREBTT
CASH FLOWS FROM OPERATING K& EHHRERE
ACTIVITIES
Profit before tax FiATEF 46,820 48,444
Adjustments for: HEIEE
Depreciation of items of property, Y BB NERETE
plant and equipment 7 59,017 54,360
Depreciation of investment properties & VEITE 7 1,765 1,146
Amortisation of intangible assets B A EEH 7 8,386 5,311
Amortisation of right-of-use assets {5 FAHEE £ 7 5,627 5,216
Amortisation of other non-current HibIEmB) & =
assets 7 2,449 1,257
Amortisation of deferred income R IE YR o 2 (182) (617)
Net (gain)/loss on disposal of non- HEFERBEERN
current assets CaAl) 18k 5,6 (284) 75
Impairment of trade and 2 5 R EH A UG
other receivables, net VERIENEESES 1,521 (153)
Impairment of inventories FEKEEE 6 56,092 44,082
Interest income FLEHA (40,820) (49,079)
Interest expense B 6,535 6,494
Foreign exchange differences, net b B T 5 5 (596) (3,103)
(Reversal of)/equity-settled A 48 AR D
share-based payment expenses Fsz,/(RmE) 7 (4,146) 10,627
142,184 124,160
Decrease/(increase) in inventories FERRD,(3Em) 89,841 (273,864)
Increase in trade receivables B 5 FE IR BR 5 A (32,812) (59,490)
Decrease/(increase) in prepayments,  TEfTZRIE - E b fE Y 5018 &
other receivables and other assets HiEEm LD, (3h0) 45,844 (109,779)
Decrease in pledged deposits R BRI T OB 32,945 54,650
(Decrease)/increase in trade and bills & ZEMRXREE - Hi
payables, other payables FERISRIARFEET B
and accruals R A>), /& (317,360) 80,281
Cash flows used in operating activities 4% EB) RIS (39,358) (184,042)
Income tax paid on operating activities 4% EB) 2 S ET1EHL (8,457) (8,590)
Net cash flows used in operating RETEHRERS
activities FEE (47,815) (192,632)
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS (CONTINUED)
FHEREHREERER(R)

For the six months ended 30 June 2020 #; 2202046 530H (F61E A

2020 2019
—R-%F =l
(Unaudited) (Unaudited)
(REEZ) (REeEZ)

Notes RMB’000 RMB’000
FI5E AR¥T T AREBTT

CASH FLOWS FROM INVESTING REFHRERE

ACTIVITIES
Purchases of items of property, plant  BEEWE - KE X

and equipment B (28,343) (5,949)
Proceeds from disposal of items of HEME - BE KRB

property, plant and equipment FR{S 38 29,953 11,405
Additions to construction in progress  7E3E 238 B HYIE N (27,379) (13,823)
Purchases of intangible assets BEEPEE (13,461) (9,748)
Increase in long-term bank deposits RHARI T A0 AN (169,525) (312,313)
Purchases of other financial assets BEEMEREE (841,274) (1,023,529)
Proceeds from disposal of other & A B BB EE TS RE

financial assets 916,939 877,197
New bank deposits with original REEEA=EAMN LK

maturity of more than three months RITIE AL N (510,102) (747,018)
Receipts of bank deposits with original RE|E8H & =184 A L&Y

maturity of more than three months SRITFEAREI B R U =k 928,069 851,945
Interest received BEHFIE 32,494 42,548
Net cash flows from/(used in) REZTHRE(RH)RE

investing activities RER 317,371 (329,285)
CASH FLOWS FROM FINANCING METHHEERE

ACTIVITIES
Proceeds from bank loans BEXERE 23 316,940 269,049
Repayment of bank loans BEt8ER 23 (26,831) (258,908)
New bank deposits pledged EARTT B KA RE AR

for bank loans 155K H93E 0 (23,400) (162,072)
Release of bank deposits pledged ERER TS SR AE S B9 B HA K 7

for bank loans eE N6 - 301,428
Principal portion of lease payments HEMNRHAS D (3,693) (3,796)
Interest paid ERFE (7,073) (12,828)
Dividends paid BERRE - (35,567)
Net cash flows from financing RMEEEERESEE

activities 255,943 97,306
NET INCREASE/(DECREASE) IN ReRBELSESEYEM

CASH AND CASH EQUIVALENTS (D) 3% 525,499 (424,611)
Cash and cash equivalents at HANBEERBESEEY

beginning of period 20 576,164 1,158,373
Effect of foreign exchange rate EZEHHRIRRLSESEY

changes, net VBT (3,544) (324)
CASH AND CASH EQUIVALENTS AT HIRRERBEEZEY

END OF PERIOD 20 1,098,119 733,438
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NOTES TO INTERIM CONDENSED

CONSOLIDATED FINANCIAL INFORMATION

FHARS B S O B RS E R B RE

1. CORPORATE AND GROUP INFORMATION

Yashili International Holdings Ltd. (the “Company”) was
incorporated in the Cayman Islands on 3 June 2010 as an
exempted company with limited liability under the Companies
Law, Chapter 22, (Law 3 of 1961, as consolidated and revised)
of the Cayman Islands. The address of its registered office is
Cricket Square, Hutchins Drive, P.O. Box 2681, Grand Cayman
KY1-1111, Cayman Islands.

The Group is primarily engaged in the manufacture and sale of
dairy and nourishment products.

In the opinion of the directors, the holding company is China
Mengniu International Company Limited (“Mengniu International”)
(BVI). The ultimate holding company of the Company is Mengniu
Dairy.

. BASIS OF PREPARATION AND CHANGES

IN ACCOUNTING POLICIES AND
DISCLOSURES

2.1 BASIS OF PREPARATION

The interim condensed consolidated financial information for
the six months ended 30 June 2020 has 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 2019.

YASHILI INTERNATIONAL HOLDINGS LTD
INTERIM REPORT 2020
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F6H3RMRERSHE N RIEF22% (1961
FE=FED - KA RE EREHS
MK RERRERAR - A E
Bz 3 3t A& Cricket Square, Hutchins Drive,
P.O. Box 2681, Grand Cayman KY1-1111,
Cayman Islands °

AEETENERERHEARMRERR

EERR AEBERARATERLBEE
BERAB(TRFEE ] (BVI) - REBKLK
ERABR/PEARFIEARAA([RFT
ESDR

2 AREW  BHBERKER

3

21 RBLERE
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (CONTINUED)
A BA & O T I A R Bl o ()

2. BASIS OF PREPARATION AND CHANGES

IN ACCOUNTING POLICIES AND
DISCLOSURES (Continued)

2.2CHANGES IN ACCOUNTING POLICIES AND

DISCLOSURES

The accounting policies adopted in the preparation of the
interim condensed consolidated financial information are
consistent with those followed in the preparation of the Group’s
annual consolidated financial statements for the year ended 31
December 2019, except for the adoption of the following revised
International Financial Reporting Standards (“IFRSs”) for the first
time for the current period’s financial information.

Amendments to IFRS 3 Definition of a Business

Amendments to IFRS 9, Interest Rate Benchmark
IAS 39 and IFRS 7 Reform

Amendment to IFRS 16 Covid-19-Related Rent

Concessions (early adopted)

Amendments to IAS 1 and IAS 8 Definition of Material

2. mMHER - B BERKES

E (%)

2B BRRMBRE

BR &1 2N HR A 75 8 R BT B R ER AV D DA T (8
TR BIPR B 15 3R a5 AR Al A - AR RLZK R HR R AR
B ISERFTRANSETEER - BREEARN
EBEFHE2019F12 A31 B I FENIHERE

PERARE (R ¥T — B °

BB B 75 ¥R 5 22 A
FEIRAEFT A

BB B 75 ¥R 5 2 A
Ot - BIRERT
ZERIZE395% M

EBEE

FIERENE

BAFR B 75 ¥ o 2 A

BT

BB B 5 R s 2 B
F165RIEFTA

BFR &t RIS 1557

HERIG AR
HEwE (PE
)

BRI EE

ERIRNEIES-—E Rl

EBIRIERT A
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2. BASIS OF PREPARATION AND CHANGES

IN ACCOUNTING POLICIES AND
DISCLOSURES (Continued)

2.2CHANGES IN ACCOUNTING POLICIES AND

DISCLOSURES (Continued)

The nature and impact of the revised IFRSs are described below:

Amendments to IFRS 3: Definition of a Business

Amendments to IFRS 3 clarify and provide additional guidance
on the definition of a business. The amendments clarify that
for an integrated set of activities and assets to be considered
a business, it must include, at a minimum, an input and a
substantive process that together significantly contribute to the
ability to create output. A business can exist without including
all of the inputs and processes needed to create outputs.
The amendments remove the assessment of whether market
participants are capable of acquiring the business and continue
to produce outputs. Instead, the focus is on whether acquired
inputs and acquired substantive processes together significantly
contribute to the ability to create outputs. The amendments
have also narrowed the definition of outputs to focus on goods
or services provided to customers, investment income or other
income from ordinary activities. Furthermore, the amendments
provide guidance to assess whether an acquired process is
substantive and introduce an optional fair value concentration
test to permit a simplified assessment of whether an acquired set
of activities and assets is not a business. The Group has applied
the amendments prospectively to transactions or other events
that occurred on or after 1 January 2020. The amendments did
not have any impact on the financial position and performance of
the Group.

YASHILI INTERNATIONAL HOLDINGS LTD
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (CONTINUED)
A A S G RS AR B ()
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (CONTINUED)

2. BASIS OF PREPARATION AND CHANGES

IN ACCOUNTING POLICIES AND
DISCLOSURES (Continued)

2.2CHANGES IN ACCOUNTING POLICIES AND

DISCLOSURES (Continued)

Amendments to IFRS 9, IAS 39 and IFRS 7: Interest
Rate Benchmark Reform

Amendments to IFRS 9, IAS 39 and IFRS 7 address the effects
of interbank offered rate reform on financial reporting. The
amendments provide temporary reliefs which enable hedge
accounting to continue during the period of uncertainty before the
replacement of an existing interest rate benchmark. In addition,
the amendments require companies to provide additional
information to investors about their hedging relationships which
are directly affected by these uncertainties. The amendments did
not have any impact on the financial position and performance
of the Group as the Group does not have any interest rate hedge
relationships.

Amendment to IFRS 16: Covid-19-Related Rent
Concessions (early adopted)

Amendment to IFRS 16 provides a practical expedient for
lessees to elect not to apply lease modification accounting
for rent concessions arising as a direct consequence of the
covid-19 pandemic. The practical expedient applies only to rent
concessions occurring as a direct consequence of the covid-19
pandemic and only if (i) the change in lease payments results in
revised consideration for the lease that is substantially the same
as, or less than, the consideration for the lease immediately
preceding the change; (ii) any reduction in lease payments affects
only payments originally due on or before 30 June 2021; and (jii)
there is no substantive change to other terms and conditions of
the lease. The amendment is effective retrospectively for annual
periods beginning on or after 1 June 2020 with earlier application
permitted. The amendments did not have any impact on the
financial position and performance of the Group.

RIS Gt I E R R ()

2. mEER SHBRRBES

E (&)

28R MBRE (F)

B PR B s R H X R SE 05K ~ BIRRE RT 2R
B39 K Bl MR Bt B 3R A BT HRASRT
N RREERE

BIREA GRS LERIF 5 - B &5 ERIZE39
SR BN B 75 i 5 RSB 7SRAE R T AP M ERTT
BRENEAEEHBERENTE - ZIER]
REHTERNEET EEEHSHERRK
A BN R 2 Ji#0 T HEE B 115 A B

SO BRI AREREXRAREERHESH
RETHEERAZZENHERENRFE - &
SEEEAMNEHEAR - BUb&EI A
SENPBRANEETSELEMTE -

BB RELENF16RERTE - HE
EEHENESRR(FHER)

BIBR B IS R B 1657 (B 5T AN A AT AR
HT —BEAMNME  FHIRIEHHERT
EREEEEFNASRETETHESZSR
BHEE c ZERIEAEERRAERITERE
BEEERNHESRE  YHAEZ(REEN
HEZCEREERNAEHEESERR
SR EBERSENHEELHESRE  ()EM
AEMKENR I EFERTENR2021F6 A
30H gk 2 BIEIHARI 5K + (i) 0 & &9 E At 155R
EEEMEL - ZIEFIAE 8202066 A1H
BB FEESEMAREY S AR
REER o BT AEEBR M BARTFZE
BToELETRTE -

- FIEPRIERARA A
FREER & 2020

63



64

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (CONTINUED)

IR RS G E R R ()

2. BASIS OF PREPARATION AND CHANGES
IN ACCOUNTING POLICIES AND
DISCLOSURES (Continued)

2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (Continued)

Amendments to IAS 1 and IAS 8: Definition of Material

Amendments to IAS 1 and IAS 8 provide a new definition of
material. The new definition states that information is material
if omitting, misstating or obscuring it could reasonably be
expected to influence decisions that the primary users of general
purpose financial statements make on the basis of those financial
statements. The amendments clarify that materiality will depend
on the nature or magnitude of information. The amendments
did not have any impact on the Group’s interim condensed
consolidated financial information.

YASHILI INTERNATIONAL HOLDINGS LTD
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (CONTINUED)
o A B & G I IS A B ()

3. OPERATING SEGMENT INFORMATION 3. RETEER

The Group is organised into business units based on their
products and services and has four reportable operating
segments as follows:

(@) Milk powder products - this segment includes the
development, manufacture and sale of milk powder products
in the People’s Republic of China (the “PRC”) and overseas.

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

(c) 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.

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, unallocated other 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 the interim condensed financial
information.

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.

AEERBERMREHEEDBETH
B AETIIER HRELLNE

@ PIMEmR &N AERESENREINE
% BUERHENMER °

(b) EfIIMER —Z o BEREEMHER

o

HERERE HEREE

(©) MFER—ZD
R Em

S KD

(d) Bt XEBERBEEERBREMHRZFE
T o ZERBRFGEHN Elb | —H -

RERESBZEFELFRBALRDEE
R BRTREEERSRE AT 2850 80
A Jevat & (B[ AR SHE A AR 2 # EY
HE MG HFX ) R EEE D BAKRE -
AEBTSEEMKRA RS - BBEKAFE
B PADENEMHAXERXOEED S
o RRARSRTREERABLTEEM L
MEMDEERELE D BAFTHEKRE -
HRARETEEHRMRRITREREASRE
BoMEENREE  Fit - tErHHRHA
M EMANYLEZ2AIZ2RDHEERAE
HEHY o

DEFEHEMNEREESEUERMERE=
EHEMRANEBETRS -
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(Continued)

3. OPERATING SEGMENT INFORMATION

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (CONTINUED)
A A S G RS AR B ()

3. REDHER (&

For the six months ended 30 June 2020

822020564304 LL618 A
Milk  Other milk
powder powder Dissolvable
products products products Others Total
MHER HttihEea WRER Hith a5t
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETR AR¥Tx AR%¥Tx AR¥Tx AR¥Tx
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REER) CREER)  (REER)  (REBR) (REER)
Segment revenue (note 4) v ON (G ETY)
Sales to external customers HETIDEP 1,290,156 224,308 73,682 56,782 1,644,928
Intersegment sales HEEE - 45,334 - - 45,334
1,290,156 269,642 73,682 56,782 1,690,262
Reconciliation: #HE
Elimination of intersegment sales EHEDPEHEE - (45,334) - - (45,334)
Total revenue B 1,644,928
Segment results PREE 162,526 7,294 14,455 (2,894) 181,381
Reconciliation: #lE -
Finance income BEFSUT A 40,820
Finance costs (other than B (T EE
interest on lease liabilities) HEREBMFIETT) (6,120)
Other income and gains Hp A KMz 26,382
Unallocated other expenses ROBREMDS (195,643)
Profit before tax BREATR R 46,820

YASHILI INTERNATIONAL HOLDINGS LTD
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (CONTINUED)
A BA & O T I A R Bl o ()

3. OPERATING SEGMENT INFORMATION 3. RETHER(E)

(Continued)

For the six months ended 30 June 2019

#2201956 4308 L6/ A
Other milk
Milk powder powder  Dissolvable
products products products Others Total
InER Etngm HEAER i At
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETT ARETE ARETE ARETR
(Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)
(Regz) (CREER) (REEZ) (REER) CREER)
Segment revenue (note 4) DB (FEF4)
Sales to external customers HETINIRE 1,398,645 264,206 59,308 25,242 1,747,401
Intersegment sales HEREHE - 13,795 = = 13,795
1,398,645 278,001 59,308 25,242 1,761,196
Reconciliation: #HE
Elimination of intersegment sales HIHABEHEE - (13,795) - - (13,795)
Total revenue A 1,747,401
Segment results DEEE 123,858 12,755 3,418 13,572 153,603
Reconciliation: #l -
Finance income M 49,079
Finance costs (other than B (T E
interest on lease liabilities) HEBENFIETT) (6,043)
Other income and gains HA R digs 11,313
Unallocated other expenses AAMMEMS T (159,508)
Profit before tax B A A 48,444
T+ FIEBRIZR G R A A
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (CONTINUED)

IR RS G E R R ()

4. REVENUE

An analysis of revenue is as follows:

4. A

WARHTIAT -

For the six months ended

30 June
#HZ=6A30H 1L61E A
2020 2019
—EB-EF —ZE-NEF
RMB’000 RMB’000
AR¥T ARBT T
(Unaudited) (Unaudited)
(REFEZR) (REgE=Z)
Revenue from contracts with customers IR P A REWA
Sale of goods HEMEm 1,621,866 1,731,006
Consigned processing services SR TR 23,062 16,395
1,644,928 1,747,401
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (CONTINUED)
o A B & G I IS A B ()

4. REVENUE (Continued) 4. I (48)

AT RAKRBEEREFF VA RESRARSA
HnkE

Disaggregated revenue information for revenue from contracts
with customers:

For the six months ended 30 June 2020

B ZE202056 530H 1L61E A
Other milk
Milk powder powder Dissolvable
products products products Others Total
IHER HtthkvEes HHAER Hity &t
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETR ARBTR AR%®Tx AR%TR AR%Txn
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REER) CREER)  (REER)  (REER)  (REER)
Segment 28
Types of goods or services EmREER
Sale of goods HEEM 1,290,156 224,308 73,682 33,720 1,621,866
Consigned processing services AR MIRS - - - 23,062 23,062
Total revenue from contracts with RERE PRI
customers BRBKIA 1,290,156 224,308 73,682 56,782 1,644,928
Geographical markets RS
Mainland China B RE 1,265,273 9,816 73,682 56,782 1,405,553
Overseas B 24,883 214,492 - - 239,375
Total revenue from contracts with KERE P
customers BRBIA 1,290,156 224,308 73,682 56,782 1,644,928
Timing of revenue recognition WA E
Goods transferred at a point intime ~ ARZREEY) 1,290,156 224,308 73,682 33,720 1,621,866
Services rendered at a point in time AR ZE 52k AR % - - - 23,062 23,062
Total revenue from contracts with KEEE P
customers BRBIA 1,290,156 224,308 73,682 56,782 1,644,928
KL RIERRIZERERA A

TR & 2020
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (CONTINUED)
A A S G RS AR B ()

4. REVENUE (Continued) 4. I (48)

For the six months ended 30 June 2019

EIZ201956 4300 1L61E A
Other milk
Milk powder powder  Dissolvable
products products products Others Total
MpER EtihHEn HRER Hith CH
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT AREFT ARE®FT ARE®ETT AR%TRH
(Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)
(REER) (REER)  (REE%)  (REER) (REER)
Segment 28
Types of goods or services EmRBEER
Sale of goods HEHm 1,398,645 264,206 59,308 8,847 1,731,006
Consigned processing services AR MIRS - - - 16,395 16,395
Total revenue from contracts with KERRPEIL
customers ARBKA 1,398,645 264,206 59,308 25,242 1,747,401
Geographical markets RS
Mainland China B AR 1,388,862 1,850 59,308 25,242 1,475,262
Overseas o 9,783 262,356 - - 272,139
Total revenue from contracts with KEERRPEIL
customers CLEELON 1,398,645 264,206 59,308 25242 1,747,401
Timing of revenue recognition LoN 3
Goods transferred at a point intime ~ ARZREEY) 1,398,645 264,206 59,308 8,847 1,731,006
Services rendered at a point in time AR ZA Ak AR % - - - 16,395 16,395
Total revenue from contracts with RIEEERPRIL
customers ARBEA 1,398,645 264,206 59,308 25,242 1,747,401
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (CONTINUED)
o A B & G I IS A B ()

5. OTHER INCOME AND GAINS

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

5. Htbg A & Iz

REBNEMRA MBS DT

For the six months ended

30 June
BZ6A30H L6MEA
2020 2019
—E-%F —E-NF
RMB’000 RMB’000
AR®T T AREBFIT
(Unaudited) (Unaudited)
(REEEZ) (REEZ)
Rental income WA 5,546 4,158
Exempted accounts payable XE R ET IR - 1,481
Government grants BT Bh
- Compensation for expenses incurred —HEEEZHMNFE 18,510 7
— Compensation for acquisition of assets — Y EEEMNMEE 189 517
Net gain on disposal of non-current assets R EIERENEERFUE 284 -
Foreign exchange gains,net b 5 Uk 2 558 596 3,103
Others Hth 1,257 2,047
26,382 11,313
T RIEFRZERBRA A

TR & 2020

71



72

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (CONTINUED)

IR RS G E R R ()

6. OTHER EXPENSES

6. H %

For the six months ended

30 June

HZ6H30H L6188
2020 2019
—EIEF —EhEF
RMB’000 RMB’000
AR¥T T ARBTT
(Unaudited) (Unaudited)
(RIBERK) (REEEZ)
Impairment of inventories FEGKEERE 56,092 44,082
Donations IghE 17,207 60
Loss from scrap inventories GFEmEER 11,518 -
Bank charges WITFEE 1,624 1,514
Net loss on disposal of non-current assets BEIEREEERFIRL - 75
Others Hib 15,742 2,598
102,183 48,329
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (CONTINUED)
o A B & G I IS A B ()

7. PROFIT BEFORE TAX 7. BB AR
The Group’s profit before tax is arrived at after charging/ REBRBL ARG TNk /(3 ) 75 &
(crediting): THIEETEFITS -

For the six months ended

30 June
HZ6H30H L6188
2020 2019
=X A
Notes RMB’000 RMB’000
k=3 ARMT T ARETFT

(Unaudited) (Unaudited)
(REEZ) (REgeEZ)

Cost of goods sold BmigEA 1,008,485 969,421
Cost of consigned processing services L1 LA 13,984 9,000
Depreciation of items of property, ME - BEK

plant and equipment BiEITE 11 59,017 54,360
Depreciation of investment properties & WETE 13 1,765 1,146
Amortisation of intangible assets WA Y 8,386 5,311
Amortisation of right-of-use assets {F RS Y 5,627 5,216
Amortisation of other non-current HAu e B & A i

assets 2,449 1,257
Total depreciation and amortisation e LA 77,244 67,290

Employee benefit expense (excluding EE&EHE

directors’ and chief executive’s (TBEIEEEK

remuneration): FBITHRAERRM)
Wages, salaries and allowances T& - 514 MERE 216,951 233,752
(Reversal of)/termination benefits BURAEA]ChE) (1,120) 2,369
Pension scheme contributions (defined E{R& 524k

contribution schemes) (ERRHERETE)) 3,135 16,300
(Reversal of)/equity-settled share- e E AR

based payment expenses FRFEZCRE) (4,146) 10,627

214,820 263,048

- FIEPRIERARA A 73
R £ 2020



NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (CONTINUED)
A A S G RS AR B ()

8. INCOME TAX EXPENSE 8. MEHEH

74

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

RHRAA FRERAMERNERKD /A

For the six months ended 30

June
HZ6H30H 1L6/EAH
2020 2019
—EIEF —E-hEF
RMB’000 RMB’000
AR¥T T ARBTT
(Unaudited) (Unaudited)
(REER) (REEEZ)
Current tax BVEAT I8
Provision for the period HAFEI R A 5,545 6,043
Deferred tax IRIAEFLIR 5,659 8,115
Total income tax charge FriSti & A iasE 11,204 14,158

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 established in Mainland China is 25%, except for
Oushi Mengniu (Inner Mongonia) Diary Products Co., Ltd. (“Oushi
Mengniu”) and Ya Ou Duo (Inner Mongonia) 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”.
According to “The Announcement of the State Administration of
Taxation on Issues Concerning the Implementation of Inclusive
Income Tax Reduction and Exemption Policies for Small and
Micro Enterprises”, Inner Mongonia Yashili Nourishment Co., Ltd.
(“Inner Mongonia Yashili”) was subject to a preferential tax rate of
5% from 28 April 2018 (date of establishment) to 30 June 2019.
Such a preferential tax rate is not applicable to Inner Mongonia
Yashili for the six months ended 30 June 2020.

Pursuant to the rules and regulations of the Cayman Islands
and the British Virgin Islands (the “BVI”), the Company and the
Group’s subsidiaries incorporated in the BVI are tax exempted in
the Cayman Islands and the BVI.

YASHILI INTERNATIONAL HOLDINGS LTD
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (CONTINUED)

8. INCOME TAX EXPENSE (Continued)

Hong Kong profits tax for the Group’s subsidiaries incorporated
in Hong Kong have been provided at 16.5% for the six months
ended 30 June 2020 (Six months ended 30 June 2019: 16.5%)
on the estimated profits arising in Hong Kong during the period.

Pursuant to the rules and regulations of New Zealand, the
Group’s subsidiaries incorporated in New Zealand are subject
to income tax at a rate of 28% during the six months ended 30
June 2020 (Six months ended 30 June 2019: 28%).

. DIVIDENDS

The directors did not recommend the payment of an interim
dividend for the six months ended 30 June 2020 (Six months
ended 30 June 2019: 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 appeared on the register of members
on 18 June 2019, which was approved by the shareholders at the
annual general meeting held on 6 June 2019 and was settled in
cash.

RIS Gt I E R R ()

8. RSB E M (&)

AEBMAREBHFAEEHZE20209F6 A30
B 1E61E A B & B 1S T Bt 2 AN HA R Y
FER T - 120E16.5% (82201946 A30

EIJJ:BfIﬂ HAME] : 16.5% ) ML REFHE

BRI AERER - NEBUAH AR
H)F 72 F1#E £2020% 6 A30 A |E61E A Hif %
FB28% (£, 2201946 A30H (-61E A Hif
28% ) I FT1S T R ETBUFT1SHL

. Hﬁ/%\

FENEHIREE 20206 A30H 1F61E A
HARI Ay AR EARS B (3 2201946 A30H 1L61E

AEIME : &) -

EEREFENHAE2018F12A31B ILFER
7201946 H 18 H 4 51| J 5 2 filt 89 AR 3K A<
HRREERNARB1S GHOARE
47,456,0007T © B EHARFE 201946 A6 H &
THEERFEBEFTAS LitE  WHUBEeX
o

- FIEPRIERARA A
R £ 2020
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (CONTINUED)
A A S G RS AR B ()

10.EARNINGS PER SHARE ATTRIBUTABLE NBATEERESAEESR
TO ORDINARY EQUITY HOLDERS OF THE EF|

PARENT
The basic earnings per share amount for the period is calculated RERE) & A% ZL A 2 ) T5 AR 15 2R A FE {1 Vs FI BR
by dividing the profit for the period by the weighted average DAEAR B 27T @A iy hniE E O EETE -

number of ordinary shares outstanding during the period.

The Group has no dilutive potential shares during the period. REEHAEBERERRG -
The calculations of basic and diluted earnings per share are FREARREERFNTEERAT ¢
based on:

For the six months ended 30

June
B Z6H30H IL6{E A
2020 2019
—EIEF —E-NF
RMB’000 RMB’000

AR®T T ARETTT
(Unaudited) (Unaudited)

(RIEEZ) (RIEEZ)

Earnings: BF -
Earnings used in the basic and diluted AR EEARNES
earnings per share calculation FAR BN A 35,616 34,286
Number of shares
BRGEHE
(in thousand) (in thousand)
(F8&) (FR)
Shares: f&fn
Weighted average number of ordinary shares &2 EL R M#5H# 5 A% 2 7
for the purpose of the basic and diluted Fr R 89 & 3@ AR hn 15 21
earnings per share calculation 4,745,560 4,745,560
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (CONTINUED)
o A B & G I IS A B ()

11.PROPERTY, PLANT AND EQUIPMENT "1.95% - BERRE

2020 2019

—EIERF —E-hEF

Notes RMB’000 RMB’000

BiEE AR¥T T ARBTT

(Unaudited) (Audited)

(RIBERK) (Fe&=1z)

Carrying amount at 1 January M1 A1BHERHEE 1,549,669 1,510,604
Additions =0 28,343 53,960
Transfer from construction in progress  ##% 5 EE T 12 12 23,961 93,424
Transfer from investment properties wEE P A 13 8,527 38,670
Transfer to investment properties RN B 13 (1,485) (42,470)
Disposals RE (29,662) (18,651)
Depreciation charge for the period/year Z<H & EH 7 (59,017) (107,416)
Impairment EBRE 7 -
Exchange realignment [E R (32,651) 21,548

Carrying amount at »6A30H,12831H

30 June/31 December HEREE 1,487,692 1,549,669
As at 30 June 2020, all the assets of Yashili New Zealand Dairy 7202056 A30H - HAaM ML AL EBR
Co., Limited (“Yashili New Zealand”) including property, plant ARl FAEBILEDNEEEEBEEAEA
and equipment of RMB943,368,000 were collateralised for the R #943,368,000 T2 * B /E KR ERARN
credit line (31 December 2019: property, plant and equipment of EARKIERAEBUREFEE (7R20195F12 A
RMB999,041,000 were collateralised for the credit line). 31H : AK%999,041,0007THIYIZE « BB K&

RN ERHERIAERREEE)

- FIEPRIERARA A 77
R £ 2020



NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (CONTINUED)
A A S G RS AR B ()

12.CONSTRUCTION IN PROGRESS REZEIRE
2020 2019
—EIEF —E-hEF
Note RMB’000 RMB’000
BiEE AR¥T T ARET T
(Unaudited) (Audited)
(REEER) (Fe&=1z)
Carrying amount at 1 January A1 A1 B REREE 63,414 85,677
Additions b)) 5,893 70,978
Transfer to property, EREYE
plant and equipment = N &t 11 (23,961) (93,424)
Exchange realignment M = R (253) 183
Carrying amount at »6A30H,12831H
30 June/31 December RRREE 45,093 63,414
As at 30 June 2020, all the assets of Yashili New Zealand 7202056 A30H - HTAEARMIL XN 2 MEE
including construction in progress of RMB5,222,000 were BIEEEARKS,222,000THEZTEAR
collateralised for the credit line (31 December 2019: construction AR K IER ABBUREREE (7420195F12 A
in progress of RMB5,964,000 were collateralised for the credit 318 : AR¥5,964,000THEZETIEARE
line). R RAERIREEE) -
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (CONTINUED)
o A B & G I IS A B ()

13.INVESTMENT PROPERTIES 13.REWE
2020 2019
—EBCEF —E-hEF
Notes RMB’000 RMB’000
BaE AR¥T T ARETIT
(Unaudited) (Audited)
(REER) (5 FEZ)
Cost: %NE
At 1 January M A1H 95,338 93,344
Transfer to property, plant and HEEYE
equipment B & 11 (11,996) (40,758)
Transfer from property, HERME
plant and equipment W st 11 1,648 42,752
At 30 June/31 December M6 A308 12A31H 84,990 95,338
Accumulated depreciation: ZETHE ¢
At 1 January ®1A1H (21,790) (19,559)
Depreciation charge for the period/year Z~Hj /4T E 7 (1,765) (4,037)
Transfer to property, HEEYE
plant and equipment B f 5%t 11 3,469 2,088
Transfer from property, BEEE Y
plant and equipment NG 11 (163) (282)
At 30 June/31 December 768308 /128318 (20,249) (21,790)
Carrying amount at »6A30H,12831H
30 June/31 December FEREE 64,741 73,548
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (CONTINUED)
A A S G RS AR B ()

14.GOODWILL 14. 758

2020 2019

—B-EHF —E-NEF

RMB’000 RMB’000

ARBTF T ARBFT

(Unaudited) (Unaudited)

(REEER) (REgeE=z)

Carrying amount at 1 January/30 June M1 A18, /6 A30B MAREEE 991,236 991,236
As at 31 May 2016, Yashili International Group Ltd. (“Yashili 20165 H31H » EEFBEEEEBRA
(Guangdong)”), a subsidiary of the Group, acquired a 100% A([HLTH(ER)]) AREHN—RFAQ
equity interest in Dumex Baby Food Co., Ltd. (“Dumex”). The Al WEEZEZENREERBERAR(Z
business acquisition gave rise to goodwill of RMB718,476,000. % 1)100% ARFE o LIEH BT REEBA

R #£718,476,0007T 7 F9 42 -

In 2015, Yashili (Guangdong) (the “acquirer”), a subsidiary of 20155 « HETFI(ER) ([T D) - K&
the Group, acquired a 100% interest in Oushi Mengniu (the BH—XTAR - W T B4 ([ 1S
“acquiree”), a subsidiary of Mengniu Dairy, which is also the FI(AEENEZERARZFEIEN—RTFA
ultimate holding company of the Group. The acquirer recorded 7)) KI100% &4 o WIES BRMEREeE: 7 ARK
goodwill amounting to RMB272,760,000, which was originally #9272,760,0007THI R - ZEBERBTFRE
recorded in the book of Mengniu Dairy as a result of Mengniu SHFL R SR IR EA -

Dairy’s acquisition of Oushi Mengniu in a previous year.
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (CONTINUED)
o A B & G I IS A B ()

15.INVENTORIES 15,78

30 June 31 December

2020 2019

—EIEF —E-NEF

A~NA=+H +=A=+—H

(Unaudited) (Audited)

(RIBERK) (Fe&=1z)

RMB’000 RMB’000

AR%T T ARBT T

Raw materials JRAT 300,428 262,689

Finished goods X o 188,590 333,733

Work in progress E S gir 253,072 301,439

Packing materials BEME 26,930 24,391

Low value consumables KB B 1,521 1,766

770,541 924,018
As at 30 June 2020, all the assets of Yashili New Zealand 7202056 A30H - HTAEARMIL KN 2 HMEE
including inventories of RMB209,479,000 were collateralised BIEEEARK209,479,0007THIF 8 ANE
for the credit line (31 December 2019: RMB244,793,000 were AR RABRREREE (112019512 A 31
collateralised for the credit line). B : AR%244,793,0007t/ 7 & AR E

ERAERIRERE) -
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (CONTINUED)
A A S G RS AR B ()

16. TRADE RECEIVABLES 16. E 5 FEILRX
30 June 31 December
2020 2019
—EoEF —T—NF
~A=t+H +=-—A=+—H
(Unaudited) (Audited)
(REER) (5&=|Z)
RMB’000 RMB’000

AR®ETR AR¥ETT

Trade receivables H 5 WK 204,590 164,614
Provision for impairment B (11,660) (11,982)
192,930 152,632
The Group normally allows a credit limit and a credit term to each AEBEBREATEURFPEEEEEENE
of its customers which are adjustable in certain circumstances. EHR  WAIEREBRTHAE - B5HEWK
Trade receivables are non-interest-bearing. R B ASFI B o
An ageing analysis of the trade receivables as at the end of the WMERR - KHNBRBENE HRBGUREE
reporting period, based on the invoice date and net of provision, is HEARBRER DATLA T -
as follows:

30 June 31 December

2020 2019
—E-EH —ET-NF
~NA=+H +=-A=+—H
(Unaudited) (Audited)
(REEERK) (fe&==%)
RMB’000 RMB’000

AR®TR ARETT

Within 3 months ={EALRA 161,499 119,984
3 to 6 months =& XA 26,130 29,837
More than 6 months NMEA 5,301 2,811

192,930 152,632
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (CONTINUED)
o A B & G I IS A B ()

16. TRADE RECEIVABLES (Continued) 16. B 5 FE WK (4)

The Group uses the forward-looking expected credit loss (ECL) AEBFEAREMENTEHERBKLECL A
approach as the accounting policy for impairment losses for AAREBYE FREINFBERELINSTRIE
trade receivables. W% o

As at 30 June 2020, all the assets of Yashili New Zealand 7202096 30 © MTAMIA XN HEE
including trade receivables of RMB103,980,000 were BIEEEAR103,980,0007TH E 5 &K
collateralised for the credit line (31 December 2019: AR ERIAERIR{Z5EE (R2019F
RM33,991,000 were collateralised for the credit line). 123318 : ARM33,991,0007THE 5 FEIK

FARBERIERANEERREEE) -

The amounts due from related parties of the Group included in HIAE 5 FE UKD e WA & [ B e 75 SR IR R
the trade receivables are as follows: S

30 June 31 December

2020 2019
—E-%F —TNF
RA=tHA +ZA=+—H
(Unaudited) (Audited)
(REER) (E&E%)

RMB’000 RMB’000

AR®TR ARET T

Subsidiaries of the ultimate holding company £ 4%4% A% i% 5 &9+ &) 5,958 968
A substantial shareholder and its HASEEERTENKE R RE
subsidiaries NG 35,090 20,839
41,048 21,807
The above amounts are unsecured, non-interest-bearing and Pt RIE AEIKIR c R B NARETAER
repayable on credit terms similar to those offered to the major TEREFHNELUEEERREZS -

customers of the Group.
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (CONTINUED)
A A S G RS AR B ()

17.PREPAYMENTS, OTHER RECEIVABLES 1.8 5%E - HttERRERE

AND OTHER ASSETS fhEE

30 June 31 December

2020 2019

—EIEF —E-hEF

AA=tHB +=ZA=+—H

(Unaudited) (Audited)

(REEER) (Feztz)

RMB’000 RMB’000

AR®T T ARBTT

Prepayments for purchase of raw materials 8% & FEM &R TE X 36,929 15,535
Value-added tax recoverable R FIEER 33,896 29,278

Prepayments for purchase of advertising T8t E&F X

services 2,418 8,482
Interest receivable FE USRI B, 12,142 3,817
Advances to sales offices GEREERA S 4,353 2,957
Others Hifb 85,179 152,261
174,917 212,330
Less: Long-term deferred expenditure o REIGE#ER (638) (4,135)
Impairment allowance EZERE (500) (2,697)
173,779 205,498
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (CONTINUED)
o A B & G I IS A B ()

17.PREPAYMENTS, OTHER RECEIVABLES 1.8 7%E - HtERRERE

AND OTHER ASSETS (Continued) &= (&)
The amounts due from related parties included in prepayments, FIAFENRIE - HEWRIE R EME ER
other receivables and other assets are as follows: FE U BE R 5 2RI -

30 June 31 December

2020 2019
—g-gE —TNF
ARA=tHR +tZA=+—H
(Unaudited) (Audited)
(REEER) (Feztz)
RMB’000 RMB’000

AR®TR ARETT

Subsidiaries of the ultimate holding BAIERARR A F A A
company 117 =
Subsidiaries of the ultimate holding B YR m) 3R AR A BR Y
company’s controlling shareholder LOyEENS) 1,389 648
Associates of the ultimate holding EREYEIA R A B A A
company 32,194 =
A substantial shareholder and its HAEFBEEAFENREF R
subsidiaries HHB AR 60 59
33,760 707
As at 30 June 2020, all the assets of Yashili New Zealand 72020F6 H30H » FTAMI XN HMEE
including prepayments, other receivables and other assets BIEEEAR7,635,000 T T8 E
of RMB7,635,000 were collateralised for the credit line (31 H b U 518 K B4 B B R R IR s AR A
December 2019: RMB7,962,000 were collateralised for the credit ERREHEE (20195612 A31H : AR
line). 7,962,000 VTR FRIE ~ EAth FEUGRIE | B
fth & ZE IR S B R AEBUREEEE) -
Except the amounts disclosed above, the amounts are br il £ EESN - BT FEIE - A EIGIE &
unsecured, non-interest-bearing and have no fixed terms of HEMEELEHRERBLEE @ EETER
repayment. HEf o
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (CONTINUED)
A A S G RS AR B ()

18.0THER CURRENT FINANCIAL ASSETS/ BEHMAHEMEE EEMR

STRUCTURAL BANK DEPOSITS TEXR
30 June 31 December
2020 2019
S 1=
AA=t+H +tZA=+—H
(Unaudited) (Audited)
(REEEZ) (fREZ)
Notes RMB’000 RMB’000

By R ARBTR ARETTT

Structural bank deposits EEMRITIER (@) 540,994 593,960
Bills receivable MR - 11,743

Commercial bank wealth investment Fg3R1TEI B EE T (b)
products - 37,691
540,994 643,394

Notes: B eE -

(@) As at 30 June 2020, the structural bank deposits purchased from commercial (a) P20206F6H30F @ AEB TR RERKEERHNM
banks were for treasury management for fixed terms within 1 year. The AERTEERNA1FA AN EBIERITFR -
structural bank deposits were principal protected with expected annual interest TEERRF F = 51.30% £5.90% (2019F12 A31H -
rates ranging from 1.30% to 5.90% (31 December 2019: 1.30% to 6.10%). 1.30%%£6.10%) °

(o) As at 30 June 2020, the Group had no commercial bank wealth investment (b) R2020%F6H30F - AREEBERERITURREAEM
products pledged for bank loans (31 December 2019: commercial bank wealth TEETﬁ%%Z%HXiE?TE§£(2019?12)? 31F « B
investment products amounting to RMB26,722,000 were pledged for bank Z%/\E%ZG,WZ,OOOT_EE’\J%%iﬁﬁ?ﬁ%&ﬁé%?&ﬁ
loans amounting to RMB26,831,000). AN A R #26,831,000THRITER) ©

19.DERIVATIVE FINANCIAL INSTRUMENTS 10.TESmMI A

30 June 31 December

2020 2019

It St 22 “B-hF

~A=1H TEHEr=E

(Unaudited) (Audited)

(REER) (8E%)

RMB’000 RMB’000

ARETR ARETT

Assets Liabilities Assets Liabilities

BE R BE BfE

Foreign currency forward contracts i EJ9[ &4 4] 22 9 - =
The Group had foreign currency forward contracts with a bank to AEEAEBRERRER - BEIRITET LRI
manage its exchange rate risk. These forward contracts are not BEH - ZRABHWIEEEE RS - I

designated for hedging purposes and are measured at fair value BAREBEFABRTE °

through profit or loss.
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (CONTINUED)

20.CASH AND BANK BALANCES AND
PLEDGED DEPOSITS

RIS Gt I E R R ()

N.B]ERBITEBRRRIETNK

30 June 31 December

2020 2019
—BCEF —ZE—NF
ANA=+HA +=ZA=+—H
(Unaudited) (Audited)
(REFEZR) (feE==%)
Notes RMB’000 RMB’000
BaE AR%T T ARETIT
Cash and cash equivalents as stated &3 & mE% M7
in the consolidated statement of REMREEEY
cash flows 1,098,119 576,164
Pledged deposits SR HERITIE X 27,145 9,968
Time deposits with original maturity REREE A =18 AN EH
of more than three months TE BT 1,225,718 1,474,160
2,350,982 2,060,292
Less: Short-term pledged deposits B IRITRYE 2 AR HR
for banking facilities RESFNR @) (27,145) (9,968)
Less: Long-term bank deposits o RERSRITIERX (b) (715,615) (546,091)
Cash and bank balances as stated BHTERIR KT
in the consolidated statement of He RIRTTHE
financial position 1,608,222 1,504,233
Notes: BisE -

(@ As at 30 June 2020, the bank deposits amounting to RMB23,400,000 were
pledged for bank loans amounting to RMB50,000,000 (31 December 2019: nil).

As at 30 June 2020, there was no bank deposit pledged for letters of credit (31
December 2019: RMB4,476,000).

(b) As at 30 June 2020, the long-term bank deposits amounting to
RMB197,864,000 were pledged for bank loans amounting to RMB266,940,000
(81 December 2019: nil). As at 30 June 2020, the long-term bank deposits
amounting to RMB2,136,000 were pledged for bank acceptance bills (31
December 2019: RMB90,000,000).

As at 30 June 2020, all the assets of Yashili New Zealand including bank
deposits of RMB3,745,000 were collateralised for the credit line (31 December
2019: RMB5,492,000 were collateralised for the credit line).

@

720206 A30H - %7 A ARME23,400,0007TH)
IRITTF B E 4 A E ELA R #650,000,000 T AR 1T
B (72019512H31H : ) -

2020666 A30R - EIRTTIFRMIERREEREN
RiES (R2019512 8318 : AR%4,476,0007T) °

7202046 A30H - #& 5 A AR 197,864,0007T
)R HRRTT 17 2 & 9 AR E B R 15 266,940,000
TR HBE AR (20195612 A31H &) - 720204
6H30H ' &5 AARK2,136,0007TH) K EIRITIF
FIIERFRRITENEZMNREFS (R2019F12 A
318 : AK90,000,0007T) °

M2020F6 A30R - FAAMIL ¥ 2 EERIEEER
AR ¥3,745,000 T K $R 1T 17 3k AR #R sl B AR DA
EUR{E5E (R2019F12 A31H : AR#5,492,000
TCRERTTE ARk R A B (E5EE) ©

- FIEPRIERARA A
R £ 2020
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (CONTINUED)

IR RS G E R R ()

21.TRADE AND BILLS PAYABLES

An ageing analysis of the Group’s trade and bills payables, based

N.BEFENSE

eSS

RBEEH AEEREBEEXZAHNESZE

on the invoice date, as at the end of the reporting period is as NAREBENRROTOT
follows:
30 June 31 December
2020 2019
=EL =N
AA=tHB +=-A=+—H
(Unaudited) (Audited)
(REEER) (Fez1z)
RMB’000 RMB’000
AR%T T ARETTT
Within 3 months ={EAA 488,907 422,713
3 to 6 months =@AZEXEA 15,709 66,720
More than 6 months NEALE 13,762 64,035
518,378 553,468
The amounts due to related parties included in trade and bills SIAE S ER R ESE R ET BB A BB
payables are as follows: /I N
30 June 31 December
2020 2019
—EEF —ZE-hEF
ANAE=+H +=ZA=+—H
(Unaudited) (Audited)
(RBERK) (Fe3=1z)
RMB’000 RMB’000
AR¥T T ARBTT
Subsidiaries of the ultimate holding it Sl UL L O/
company 95,615 75,349
Subsidiaries of the ultimate holding B VIR m) 3R AR A BR Y
company’s controlling shareholder B A a) 21,262 19,478
Associates of the ultimate holding T IRPEAR N A RO B
company - 7,850
A substantial shareholder and its HAEEEEAXENRER R
subsidiaries EHE AR - 714
116,877 103,391

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 INFORMATION (CONTINUED)
o A B & G I IS A B ()

22.0THER PAYABLES AND ACCRUALS

2 HitENF R ESTEH

30 June 31 December

2020 2019

—B-EF —ZE-NEF

ARA=tH +Z-H=+—8H

(Unaudited) (Audited)

(REEX) (5 FEZ)

RMB’000 RMB’000

AR%T ARETIT

Accrued expenses TEIRE A 452,710 588,198

Accrued payroll EFtEH e 139,516 201,541
Payables for constructions of property, FEfT T2 FRIE

plant and equipment 50,639 64,167

Contract liabilities AREE 70,327 126,938

Guarantee deposits from customers ZERES 67,472 115,001

Other tax payables H b e R IE 20,823 21,374

Other accruals HihpErt &R 14,473 -

Termination benefits payable FEBEE (e 6,689 15,792

Interest payables FERFIB 135 673

Others Hih 80,854 68,681

903,638 1,202,365

The above amounts, including those due to related parties, are
unsecured, non-interest-bearing and have no fixed terms of

repayment.

The amounts due to related parties included in other payables

EAROR

I - 2B MERETEER

BIRELRMNEB I NERR - B
Hj o

SN EL 8 SRIB AN FE AT & R A FE (N RE B )5

and accruals are as follows: RIFIBLAT ¢
30 June 31 December
2020 2019
—E-%F —TNEF
ANB=+H +=ZA=+—H
(Unaudited) (Audited)
(REEX) (5 E=Z)
RMB’000 RMB’000
AR%T ARBTTT
Subsidiaries of the ultimate holding company 4RI R HYF A 7] 15,005 -
Associates of the ultimate holding 5SS 2 NGz o)
company 20 60
A substantial shareholder and its HAEEBFEKX HIRE 7 &
subsidiaries HKt B AR 4,044 5,118
19,069 5,178
T+ FIEBRIZR G R A A

TR & 2020
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23.INTEREST-BEARING BANK AND OTHER

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (CONTINUED)
A A S G RS AR B ()

28. 5 SR 1T R b fE =K

BORROWINGS
30 June 2020 31 December 2019
202056430 20195124318
Unaudited Audited
REER BEY
Effective
interest rate
Maturity ~ RMB’000 (%)  Maturity  RMB’000
(kS
IENE ARETR %) HEHEE ARETR
Current e
Bank loans-secured BIER-GER 2021 316,940 3.20° 2020 26,831

All bank loans were denominated in RMB.

As at 30 June 2020, the time deposits amounting to
RMB221,264,000 were pledged for bank loans amounting to
RMB316,940,000 (31 December 2019: nil). As at 30 June 2020,
there was no bank loan pledged by a bank wealth investment
product (31 December 2019: a bank loan of approximately
RMB26,831,000 was pledged by bank wealth investment

products amounting to RMB26,722,000).

*  The contractual interest rates were 2.45-2.95% (2019: 3.20%).

YASHILI INTERNATIONAL HOLDINGS LTD
INTERIM REPORT 2020

FTERITESTIIAARBIZE -

MR2020%6 A30H @ BEEAARE
316,940,000 7T A R 1T E R A A R &
221,264,0007C K15 HGETTE R (2019612 A
318 : ) - 7420206 A30H - EIRTTER
AR ERITH FIRE ERETE IR (2019F
12A31H : 26,831,000 HIRTTERAAR
#526,722,000 T X RITH IR E E miE
TER -

AR & 52.45-2.95% (20194 : 3.20%) °



NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (CONTINUED)
A BA & O T I A R Bl o ()

24. SHARE CAPITAL 24, B A
30 June 31 December
2020 2019
—ECEF —E—NF
~NA=+H +-A=+—H
(Unaudited) (Audited)
(REEX) (5 FEZ)
RMB’000 RMB’000
AR¥ET T ARBEFIT
Authorised: 2 :

10,000,000,000 ordinary shares of 10,000,000,0000% &A% E{E
HK$0.1 each 0.1 TRy @A 861,600 861,600
Number of Nominal
ordinary shares value
ZERHE HE
(in thousand) RMB’000
(FR) AR¥T

Issued and fully paid: BREITRERE
As 30 June 2020 (Unaudited) 720206 A30H (R LEEZ) 4,745,560 399,352
As 30 June 2019 (Unaudited) 71201996 A30H (REEZ) 4,745,560 399,352
KL RIERRIZERERA A

TR & 2020
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (CONTINUED)

IR RS G E R R ()

25.RESERVES

The amounts of the Group’s reserves and the movements therein
for the six months ended 30 June 2020 and 2019 are presented
in the interim consolidated statements of changes in equity on
page 56-57 of the interim condensed consolidated financial
information.

26. 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:

25, &
AREE 7D FIEZE2020%6 A30H &201946 A
30H It6fE A HAFM R ESE R EEH 25K
A EERAE U B ERFES6E57TERHE
PR B ERK -

26. B A AR IE
RFERR  AEEEHEEEREZYE -
WE R R EAEENT

30 June 31 December

2020 2019
—F-%F —T-NF
ARA=tHR +tZA=+—H
(Unaudited) (Audited)
(REEZ) (RRER)

RMB’000 RMB’000

AR®TR ARET T

Contracted, but not provided for: EHESEES
Buildings B E RIEEY) 10,170 5,682
Plant and machinery HEAR 5 1 49,354 4,019
59,524 9,701

YASHILI INTERNATIONAL HOLDINGS LTD
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (CONTINUED)
o A B & G I IS A B ()

27.RELATED PARTY TRANSACTIONS 0.BBI RS

(@) In addition to the transactions and balances which are

(A) AR AR E MR ZRBNZ S R

disclosed elsewhere in this financial information, the Group BN - ANEBEEEBER A THET N EKX
had the following significant transactions with its related X5 o
parties.

For the six months ended

30 June
BZ6A30H L6MEA
2020 2019
gt 222 —T-hEF
(Unaudited) (Unaudited)
(REEER) (REEEZ)
Note RMB’000 RMB’000
b ARET T ARBT T
Transactions with subsidiaries of — EHEAIEI A R TR A
the ultimate holding company Eali
Purchase of goods B 244,531 187,116
Sale of goods HE MM 4,666 40,650
Service income RS A 15,187 16,395
Share option and share award R 5= HARE R AR
arrangements RENETEl - 10,627
Service fee fRi%E M 396 348
Trademark licence fee ELE IR - -
Transactions with subsidiaries of  ERS 442 & A 7Y
the ultimate holding company’s FERRAMBRFH
main shareholder BT 225
Purchase of packing materials BEaEMR 25,885 23,727
Purchase of raw materials EEER 4,750 7,090
Transactions with a substantial HAEBEEATENIRE
shareholder and its subsidiaries FREMB AT
Sale of base powder HERMD 184,976 248,559
Purchase of raw materials BERM 1,218 6,509
Consulting service expense B RGE 1,490 1,536
Rental income HEWA 55 108
Testing service income ORI R A A 31 47
Income from consigned ZIEMT P ERBA
processing 2,464 446
T RIEFRZERBRA A

TR & 2020
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (CONTINUED)
A A S G RS AR B ()

27.RELATED PARTY TRANSACTIONS .BHAE RS (&)
(Continued)
(a) (Continued) (a) (#&)
For the six months ended
30 June
B Z6H30H IL6{E A
2020 2019
—E-EH —ZT-AF
(Unaudited) (Unaudited)
(REBFEZR) (REEZ)
Note RMB’000 RMB’000
M5 AR¥T T ARETIT
Transactions with associates of the HiG4&EHZ A FAY
ultimate holding company BB A MR A X 5
Purchase of base powder BEED (i) 2,560 28,097
Note: BisE
() The considerations were determined with reference to the prevailing () ERELSEERMBER BRREME=H
market prices/rates and the prices charged to third parties. HEIRETE -
(b) Outstanding balances with related parties (b) EEREAEE S WY REREER
Details of the outstanding balances with related parties are A A SR AR 7 R BB A AT IR H R AR
set out in notes 16, 17, 21 and 22 to the interim condensed EARSPREI S A RLBI5E16 « 17 ~ 21822 -

consolidated financial information.
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (CONTINUED)
A BA & O T I A R Bl o ()

27.RELATED PARTY TRANSACTIONS 2.BHAERS (&)
(Continued)
() Compensation of key management personnel ) ZEEFEEBAENMES
of the Group

For the six months ended 30

June
HZ6A30H 1L6/EA
2020 2019
—F-%HF —T-NF

(Unaudited) (Unaudited)
(REEZ) (REgEz)
RMB’000 RMB’000
AR¥ET T AREFTT

Directors’ fees EEWEE 375 330

Salaries and allowances e MoEBh 1,359 773

Retirement benefit contributions RIRAEF SR 11 26
The key management compensation represented the TEEBEAEBNBRMED BN TFEAR
remuneration paid or payable to the directors and senior FEENEHETHABHN#E -

executives of the Company.
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (CONTINUED)
A A S G RS AR B ()

28.FAIR VALUE AND FAIR VALUE HIERARCHY 8. € TEZAABRAALERE

OF FINANCIAL INSTRUMENTS AN
The carrying amounts and fair values of the Group’s financial AEESHmIAMRESERARLBE KB
instruments, other than those with carrying amounts that IRESESEROIAAEBIN 1

reasonably approximate to fair values, are as follows:

Carrying amounts Fair values
EHSH DNAEBE
30 June 2020 31 December 2019 30 June 2020 31 December 2019
2020668308  2019412731H 2020%6F30H 2019F12A31H

(Unaudited) (Audited) (Unaudited) (Audited)
(REER) (&%E8) (REER) (&ER)
RMB’000 RMB’000 RMB’000 RMB’000

ARBTR ARETTT ARBTR ARETT

Financial assets SREE
Long-term bank deposits REBRTER 715,615 546,091 701,573 544,204
Other current financial assets HEhrasmiE - 49,434 - 49,434
Derivative financial instruments fTESBIA 22 - 22 -
Structural bank deposits HEBMRITER 540,994 593,960 540,994 593,960
1,256,631 1,189,485 1,242,589 1,187,598

Carrying amounts Fair values
EHSHE DEE

30 June 2020 31 December 2019 30 June 2020 31 December 2019
202056A30H 2019412A31F  202056H30H 20195127318
(Unaudited) (Audited) (Unaudited) (Audited)
(REER) (=) (REER) (&=E7%)
RMB’000 RMB’000 RMB’000 RMB’000
ARETR AREFT ARBT AREFT

Financial liabilities TRAR
Derivative financial instruments T4EeRIR 9 - 9 -

926 YASHILI INTERNATIONAL HOLDINGS LTD
INTERIM REPORT 2020



NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (CONTINUED)
o A B & G I IS A B ()

28.FAIR VALUE AND FAIR VALUE HIERARCHY B €R T AR ABRAALEE

OF FINANCIAL INSTRUMENTS (Continued)

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

The fair values of long-term bank deposits, other current financial
assets and structural 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.

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.

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.

& (&)

ERFMEHEREMBEEFEY - AR
HEENINEYERITER  RELF
R BHR  EtRnBemEE B
ENREEE - TTESMIE - 5T ARMARK
B HMEREREMEENSREE -
AAARMEMNRBEREFERNSREE
AAERITERN AR EEERREEEM
Rl AR EL SR TANAIOSEEA
25 -

RRRTER  HtRSHEREENGEHEIE
RUTFERAAEBESBBERRLBRLUKF
F o ERRRMFGIHANSHTANE
AR AMEFRBHORIRERERE
o

AEEBHMBREARNMFEFRARREE
SRITAQABEAENBEMER - B
EEEZRAEEBRE - £EBEREH - 2
FAMBESS e IABENES I EE
ERANGENEIERAE ZLEREEE
BEZEME RTTFHMERERBRSE - M
BEREEEESFImbEAENERM

IR e

EREENAABENZIAEBRR ST (58
BFFREERINENR S TZARZEHE
N

- FIEPRIERARA A
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (CONTINUED)
A A S G RS AR B ()

28.FAIR VALUE AND FAIR VALUE HIERARCHY 8. € TEZAABRAALERE
OF FINANCIAL INSTRUMENTS (Continued) & (;\)

Fair value hierarchy DREER
The following table illustrates the fair value measurement RNEEBFHBUATEBAUNFRAEHTEAN AR
hierarchy of the Group’s financial instruments: [EE =
Assets measured at fair value: BARBEFENEE :
Fair value measurement using
ARBEFENER
Significant Significant
observable observable
inputs (Level 2) inputs (Level 2)
EXABERA EAUTEZRGHA
B (E-ZEHR) BBEFHR)
30 June 31 December
2020 2019
2020 20194
6H30H 12H31H
RMB’000 RMB’000
AR®T T ARBTT
Financial assets SRLEE
Structural bank deposits EEEIRITIERR 540,994 593,960
Other current financial assets EtnEgemEE - 49,434
Derivative financial instruments TEERTA 22 -

541,016 643,394
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (CONTINUED)
A BA & O T I A R Bl o ()

28.FAIR VALUE AND FAIR VALUE HIERARCHY
OF FINANCIAL INSTRUMENTS (Continued)

Fair value hierarchy (Continued)

Liabilities measured at fair value:

& (%)

BEMTEZARBERARERE

Fair value measurement using

AREFENER
Significant Significant
observable observable

inputs (Level 2)

inputs (Level 2)

EAAEEHA SATERGA
BE(E=2%R) BRE_FH)
30 June 31 December
2020 2019
720204 20194F
6H30H 12H31H
RMB’000 RMB’000
ARMT T ARETFTT
Financial liabilities TREE
Derivative financial instruments TESRMTA 9 =

During the six months ended 30 June 2020, there was no
transfers of fair value measurements between Level 1 and Level
2 (Six months ended 30 June 2019: nil).

MNEZE 2020566 A30H |-61E A HiM - &
EEVEF—SHHRE_SH2ENAAE
B (F 2201946 A30H IL61E A HAM :

&) -

M FIEFRZER AR
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (CONTINUED)

IR RS G E R R ()

29.EVENTS AFTER THE REPORTING PERIOD

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

30. COMPARATIVE FIGURES

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

31.APPROVAL OF THE INTERIM CONDENSED
CONSOLIDATED FINANCIAL INFORMATION

The interim condensed consolidated financial information was
approved and authorised for issue by the board of directors on
26 August 2020.

YASHILI INTERNATIONAL HOLDINGS LTD
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