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BOARD OF DIRECTORS

Non-executive directors
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Mr. Qin Peng
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Executive director

Mr. Yan Zhiyuan [Chief Executive Officer]

Independent non-executive directors

Mr. Mok Wai Bun Ben
Mr. Cheng Shoutai
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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
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Mr. Zhang Ping
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COMPANY SECRETARY
Mr. Kwok Wai Cheong, Chris

PRINCIPAL PLACE OF BUSINESS IN THE PRC

11/F, East Tower, Poly Development 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.0. Box 2681
Grand Cayman KY1-1111
Cayman Islands

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
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CORPORATE INFORMATION (CONTINUED)
AFERE)

INVESTOR ENQUIRY HOTLINE

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

INVESTOR ENQUIRY EMAIL ADDRESS
ir@yashili.cn

STOCK CODE

Hong Kong Stock Exchange 01230
COMPANY’S WEBSITE

www.yashili.hk

PRINCIPAL BANKERS

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

Hong Kong Branch
Bank of China, Guangdong Pilot Free Trade Zone Nansha Branch
China Guangfa Bank Limited, Guangzhou South Yuexiu Subbranch
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

AUDITOR

KPMG
(Public Interest Entity Auditor registered in accordance with the
Financial Reporting Council Ordinance])
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(All amounts in RMB million unless otherwise stated)

FINANCIAL HIGHLIGHTS
MBRE

(BRFFRIZIBAIN  FIESBEUARBFE TR

For the six months ended 30 June

HZ6A30AL~EA
2022 2021
20225 20214
(Unaudited) (Unaudited)

(REEX) CREE®)

Key results FTEXE
Revenue WA 1,886.7 2,156.9
Gross profit EH 596.7 815.3
(Loss)/profit for the period attributableto AHBEBER B RAFRKREZEAN

owners of the parent (&), & 7 (159.1) 442
(Loss)/earnings per share BR(ER) /BT

— Basic and diluted (RMB cent) —EANMEE(ARED) (3.4) 0.9

For the six months ended 30 June 2022, the revenue of the
Group amounted to RMB1,886.7 million (the same period of
2021: RMB2,156.9 million], representing a decrease of 12.5%.
Summary of the Group’s business in the first half of the year is
as follows:

1. Revenue of adult milk powder and infant formula milk
powder demonstrated a slight decrease compared to the
same period of last year due to the impact of the pandemic
on spending power, fierce competition in external market
and decline in birth rate.

2. The increase in the cost of major raw materials led to an
increase in production costs, which resulted in a decrease
in gross profit margin for the period.

B E22022F6RA30H E A~ A AEHE 2
WA E AR ¥1,886.78 & 7 (202145 7 8 :
ARB215698 &) R EF B8 T &
125% - AEB EFFEBHEENT -

1. BMADBMBEDAHDEKA EREBEEY
BHEN - HIFTHRFRIUARE
SETREREZFET REFEH
BEE TR o

2. ETBEMBRALRE  HEESEERAE -
BEHAERNE TR o

BIAEERERERAT
HA 3R 452022
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MANAGEMENT DISCUSSION AND ANALYSIS
EEESNWEDN

INDUSTRY REVIEW

In the first half of 2022, China’s milk powder industry continued
to be affected by factors such as the declining birth rate, the
launch of the “new national standards”, and the market’s
consumption craze for domestic brands. Trends have continued
to reflect that major companies are improving quality and
efficiency in various aspects, seeking product differentiation,
accelerating their transformation into full-life-cycle nutritional
products companies, and, for domestic brands, increasing
market share.

Domestic infant formula milk powder industry has entered a
mature stage focused on quality improvement

After decades of development, the domestic infant formula milk
powder industry has entered the stage of maturity and quality
improvement, driven by factors such as the evolving newborn
population trend, changes in consumption levels and parenting
concepts, and the driving force of the Internet industry. On 28
February, 2022, the National Bureau of Statistics released the
“Statistical Communique on the 2021 National Economic and
Social Development of the People’s Republic of China ({FZE A
RAMB2NFBEREBEMLGERSK T 28| In 2021,
the national number of new births was 10.62 million, marking
the fifth consecutive year of decline in the newborn population.
Consequently, the competition for existing market volume in the
domestic infant formula milk powder industry has become more
intense. Major companies are focused on product innovation,
brand marketing, supply chain optimization, and digital and
intelligent solutions, as they strive to respond effectively to market
competition by continuously improving quality and efficiency.

Formula re-registration accelerates industry competition as
companies seek product differentiation

On 22 February 2021, the National Health Commission of the
People’s Republic of China and the State Administration for
Market Regulation jointly issued GB10765-2021 “Food Safety
National Standard for Infant Formula ((EmZ 2B RIZER
RBEHREMY)", GB10766-2021 “Food Safety National Standard
for Older Infant Formula ((RmEZ 2B RBEERALRZE S
R ) )", and GB10767-2021 “Food Safety National Standard for
Young Children Formula ((R L 2 BREEHTR TR )"
(collectively, the “new national standards”]). The new national
standards include stipulations and restrictions on certain
nutrients. On the one hand, product standards are becoming
more stringent; on the other hand, market competition dictates
that enterprises must pursue product differentiation.

YASHILI INTERNATIONAL HOLDINGS LTD
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RO

002F E¥F HREMITELESTHAE
AORD THBEZEIHED  UETIEHEH
ERENEERNSRARTYE BEEH
BEACEEZFBREGEN  SRERE
B pREE2EmBHREERCEER
UWEBEEREMSHEEESEBS -

BAZYZNMITECEAKRIREDH

KESRTFEHE BRENREFPHHIT
XN IMEAONBEERE  HEKFH
EBEEBEEBN UNROHMBEERHER
= BEETEEARARLGDEH - H2022F
2R288  BIRGFREM(PFEARKEAM
BE2021FBAREEMEESERE R AR
2021F 2B H & AO1,0628 A BE ARD
BEAFERD  BEREHREFIHRITEF
ERFIHERREEZ SALEESELE
mAElF mEREHE HEEELEHEHEL
EHEFEFEREE S UESEYE™
BBE -

ZRBE T EMANEITE R F
= 21

REBRE

M2021F2A228  FEAREMBERERE
AREZECSNBRRTBEBEEALR
% & EDZ N0 GB10765-2021KB R &L &
BRZELZE R M) GB10766-2021
(RRELZ2BRREERABAREFT R M)
GB10767-2021( EmEL 2B R ZEEH T 75
Re)(ZBIHEED - FREHHEIEE
ZXFEHBAEMRS  —FEAFTERIZER
MEE S—FE MHERFRAETTLE
WS KEMZE R -



MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Milk powder companies accelerate transformation into full-life-
cycle nutritional products companies

The three-year impact of the COVID-19 epidemic has made
consumers more attentive to strengthening their immunity.
Consumers have more demands and requirements for
professional nutritional products, creating more potential for
product segmentation.

The “2021 Research Report on the Status and Trends of Health
Consumption among Middle-aged and Elderly Groups (£2021
TEFHBREHEEBRAMA LB E AN FS)) shows that
sleep, energy, blood sugar, blood lipids, blood pressure, etc.
are the main concerns of the middle-aged and the elderly.
Among the middle-aged and the elderly who choose to consume
health maintenance foods, the amount they spend on health
maintenance food accounts for the highest proportion of their
total health expenditure, reaching 41.84%.

In order to respond to changes in market demand, many
domestic milk powder companies are accelerating the
transformation from traditional infant formula milk powder
production to diversified, whole-family, full-life-cycle
professional nutrition production, which is considered to be the
general trend of the milk powder industry’s future development.

The market share of domestic infant formula milk powder
continues to rise

Since 2022, Chinese domestic brands have become better
recognized by young consumers as a result of changes in the
international environment and Chinese consumers’ ongoing
consumption craze for domestic brands. In particular, domestic
consumers’ confidence in Chinese domestic brands has
continued to grow as domestic authorities have become more
stringent in food safety regulation.

In the first half of 2022, the product quality, brand image,
and consumer reputation of domestic infant formula milk
powder manufacturers have significantly improved, and the
overall industry is increasingly dominated by Chinese brand
manufacturers. At the same time, the overseas purchasing
agents that are common in the domestic infant formula industry
are also dealing with the impact of foreign pandemics on the
international supply chain. With the full implementation of the
new national standards, domestic milk powder brands will have
the opportunity to gain additional market share.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

EEE W o4 ()

BUSINESS REVIEW

Staying true to its original aspiration, the Group is committed
to becoming the brand of choice that provides consumers
with comprehensive nutrition and health solutions they
can trust. The Group receives tremendous support and
resources from its controlling shareholder, Mengniu Group,
which serves to advance the Group’'s business expansion and
internationalization.

Segment results
Milk powder products

For the six months ended 30 June 2022, the results of milk
powder products segment were RMB1,538.3 million (the same
period of 2021: RMB1,861.6 million), decreasing by 17.4% as
compared to the same period of last year, which was mainly due
to the decrease of sales volume of adult milk powder and infant
formula milk powder resulted by the impact of the pandemic.

Other milk powder products

For the six months ended 30 June 2022, the results of the milk
powder products segment were RMB235.5 million (the same
period of 2021: RMB149.9 million), representing an increase of
57.1% as compared to the same period of last year, which was
mainly because of the increase in the sales volume of Yashili
New Zealand driven by the increasing orders for whole milk
powder.

Dissolvable products

For the six months ended 30 June 2022, the results of the
dissolvable products segment were RMB85.2 million (the
same period of 2021: RMB91.1 million), decreasing by 6.5% as
compared to the same period of last year, which was mainly due
to the decrease in sales volume as a result of the product mix
being optimized.

Others

For the six months ended 30 June 2022, the results of other
segments were RMB27.7 million (the same period of 2021:
RMB54.3 million), decreased by 49.0% as compared to the
same period of last year, which was mainly attributable to the
decrease in the revenue from consigned processing services.

YASHILI INTERNATIONAL HOLDINGS LTD
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Product introduction

The Group is committed to becoming the brand of choice that
provides consumers with comprehensive nutrition and health
solutions they can trust. Its products are divided into two major
categories, namely infant formula milk powder and health and
nutrition products. The milk powder brands under the Group
include Yashily, Reeborne, Dumex, the strategic cooperative
brands Arla Baby & Me, Doraler, M8 children’s milk formula,
1.88M Children’s Growth Formula Milk Powder as well as Yourui,
the brand catering to the needs of the middle-aged and the
elderly. The Group’'s brands of cow milk powder, organic milk
powder, and goat milk powder cover markets at various price
points — including ultra-high-end, high-end and middle-end
markets. The Group also closely follows the preferences of the
younger generation and recently launched the Zhengwei Mofang
— “Goji” (Goji Berries] the Rising Star series, whose product
formula is based on nourishing goji berry puree, as well as fruit
oatmeal, which emphasizes its status as a low-calorie product.

The Group takes pride in its business model of integrating
premium imported dairy raw materials, high-quality milk
sources, scientific research and self-developed formulas,
an advanced manufacturing system, and a stringent quality
enabling it to gather high-quality
resources from around the world to supply the best quality

management system,

dairy products worthy of the trust of consumers. Its key brands
include:

Reeborne

Reeborne is a high-end infant milk formula brand under Yashili.
The brand has seven product lines in three categories, namely
basic milk powder, organic milk powder, and goat milk powder,
to meet the nutritional needs of different infants and to provide
Chinese mothers with comprehensive feeding solutions. Its
product lines include the star product,
which is produced, canned, and imported from Yashili's New
“Reeborne”, which
passes the WIT organic certification; and Reeborne’s “TruYn”

Reeborne “Kieember”,
Zealand factory; the organic milk powder

goat milk powder, which selects high-quality small molecule
goat milk protein.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

EEE W o4 ()

Reeborne responded quickly to the new national standards for
infant formula milk powder released by the National Health
Commission in March 2021 and has completed the registration
application under the new national standards for multiple
products in the first half of 2022. In the near future, several new
products will be launched in succession with the new national
standards upgrades, realizing the comprehensive quality
improvement of the Reeborne brand series products and the
upgrading of services.

Dumex

Dumex was 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 the human immune and digestive
systems. Dumex entered China many years ago, and over the
years it has constantly innovated and upgraded its product
formulas featuring the 9:1 golden ratio of prebiotics, DHA and
lactoferrin content. Its goat milk contains 100% whole goat milk
protein with OPO-structured lipid added, helping the absorption
of key nutrients.

Arla

Arla, a brand with more than 140 years of history, is a world-
renowned organic dairy brand, and the high product quality it
affords has made it an authorized purveyor of dairy products to
the Danish royal family. Arla Baby & Me has three product lines,
“Organic”, “Lanxi” and "Milex”. The organic milk formula of
Arla Baby & Me has obtained three major organic certifications
and is produced from rare and selected organic A283-casein
protein milk, and the organic A28-casein protein fresh milk
was powdered in one go. The organic milk formula also contains
high DHA, prebiotics in the golden ratio, and 100% organic
whole lactose. Arla Baby & Me Lanxi contains NutriCollab, a
complementary set of nutrients with MFGM milk fat globule
membrane as the core. The product contains MFGM milk fat
globule membrane, DHA and GOS/FOS prebiotics in the golden
ratio, and premium nutrients such as choline, taurine, and
nucleotide. The formula of Arla Milex combines OPO-structured
lipid, BB-12 probiotics, and prebiotics in the golden ratio to form
the Pro Plus growth formula and satisfy those seeking easy
absorption and natural products.

10 YASHILI INTERNATIONAL HOLDINGS LTD
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Doraler

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

Yourui

Yourui is tailored for the middle-aged and the elderly to address
their physical characteristics and nutritional supplement
needs. Focusing on areas such as bone, gut, blood sugar, and
cardiovascular, Yourui has created a series of products including
Yourui Guyi, Yitian, Shunyi, Liyi, Xinpei, Goat Milk Powder Rich in
Selenium and Calcium, Probiotic Formula Camel Milk Powder,
Pure Camel Milk Powder, and Tihuli Milk Powder. The products
cover three major categories, namely cow milk powder, goat
milk powder, and camel milk powder. Apart from meeting the
basic needs of high calcium and high protein, ingredients such
as colostrum basic protein powder, lactobacillus casei Zhang,
CaHMB, EPA/DHA, and lactoferrin are added to the products
to address various health problems faced by the middle-aged
and the elderly and to provide scientific nutritional solutions for
their physical needs.

Children’s milk powder

The Group has developed M8 children’'s formula milk powder,
Mengniu 1.88M Children’s Growth Formula Milk Powder, and
other products to cater to the nutritional needs of children over
three years old. M8 children’s formula milk powder contains
Bifidobacterium lactis Probio-M8, zinc elements, and 28 kinds
of fruit and vegetable powders with dietary fiber to address
parents’ concerns about children’s digestion and absorption,
overcome picky and unbalanced eating habits and help children
grow. Mengniu 1.88M Children’s Growth Formula Milk Powder
was designed around the concept of supporting children’s
height growth. It is scientifically formulated with nutrients for
children’s growth and development, namely high calcium and
high vitamin D, CBP (colostrum basic protein powder], vitamin
K, breast milk-derived probiotics (bifidobacterium lactis
Probio-M8, which is a strain isolated from healthy breast milk],
lactoferrin, DHA, ARA, and lutein. It aims to make the most
of the golden period in children’s development and promote
children’s healthy growth.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
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Brand strategies

In the first half of 2022, the Group continued to promote
science-based re-branding through the consolidation of both
online and offline marketing efforts, supplemented by three-
dimensional multi-media campaigns to convey the brand story
to consumers. At the same time, the Group remained committed
to spreading positive energy to the public through its dedication
to public welfare.

Building a scientifically endorsed core brand matrix

In order to implement the Group’s “world-class quality”
strategy, Yashili successfully obtained quality management
system certifications such as SQF and FSSC22000. Yashili is
the first infant formula milk powder company in China to have
its products assessed and certified under EU food standards’,
which marks a new level of quality achieved by Reeborne
products.

The Reeborne brand carried out a series of promotion around
its EU certifications. By setting up storefronts and holding the
315 Quality Month Campaign in channel terminals, the brand
reinforced the EU certification message and built up consumers’
trust in the brand and its products.

Arla Baby & Me also renewed and upgraded its products. Baby
& Me Organic was upgraded with organic A2(§-casein protein,
and Baby & Me Lanxi launched a complementary formula of
nutrients with an MFGM milk fat globule membrane as the core.
In 2022, Yashili continued to focus on the brand proposition
of “Organic A2, Choose Baby & Me", to vividly communicate
the outstanding selling points and advantages of organic
A2 [3-casein protein to the target audience. Apart from online
communication, Yashili also enriched the brand’s visuals and
enhanced the attractiveness of dynamic marketing in online and
offline terminals. The rhythm of brand marketing also closely
followed the seasonal hotspots: during the festival promotion
period, the Group launched online interactive games with brand
content embedded, so that consumers received core brand
information during the interaction, enhancing brand favorability.

Note:
T In compliance with: (EC)No 1881/2006, (ECJNo 2073/2005, and (EU]JNo

2016/127 (Only for items involving pesticide residue).
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

On nutritional products Yourui Goat Milk Powder Rich in
Selenium and Calcium and 1.88M Children’s Growth Milk
Powder, Yashili cooperated with professional research institutes
to scientifically prove the benefits of formula milk powder
for strengthening immunity and bone development, which
provided scientific evidence for the product’s high quality and
professional credentials. While the Group helps the public
improve their health and quality of life, it also leads the
dairy industry in the development of scientific and nutritional
research.

Online offline integrated communication efforts entering the
interest e-commerce era

In the first half of 2022, Arla Baby & Me aimed to promote
organic A2/3-casein protein and the launch of the upgraded
children’s milk powder, consolidated brand information and
stepped up online promotion efforts. The communication theme
of 2022 continues to revolve around the key messages “Organic
A2, Choose Baby & Me” and “Brain Development, Choose Lanxi”.
Apart from private traffic, including the operation, maintenance,
and dissemination of self-media channels, the Group attempted
to win popularity for organic milk powder on TikTok and expand
advertising of “Organic A2, Choose Baby & Me" in the first half
of 2022.

For nutritional products, the Group conducted omnichannel
marketing, including through offline channels, traditional
e-commerce, interest e-commerce, social e-commerce, etc.
to fully explore the new e-commerce model of “people find
products” + “products find people”. Yashili launched a publicity
drive by sharing short-video content on various platforms
such as TikTok, Kuaishou, Tmall, and Xiaohongshu and also
partnered with KOLs in live streaming commerce to further
boost brand awareness and sales. Meanwhile, Yashili innovated
new categories to open new areas of retail competition and used
interest-stimulating e-commerce to create a series of health-
focused FMCG foods. Yourui also laid out its e-commerce plan
to enrich consumers’ understanding and guide them to enter
the mini program mall to achieve sales conversion. In addition,
Yourui officially launched a membership system to accumulate
more loyal users for the brand and increase customer
stickiness.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

EEE W o4 ()

Taking the advantage of Mengniu Group’s IP resources to
increase brand awareness
During the Winter Olympics, the Reeborne brand took the
advantage of Mengniu Group's IP resources such as the
endorsement from Eileen Gu by featuring it in in-store
terminals, conducting continuous interactions, promoting
linkage with the Mengniu brand, and offering promotional Eileen
Gu merchandise gifts.

Product research and development

Leveraging its strong professional research and development
the Group has made satisfactory progress in the
registration of infant milk formula and the research and
development of adult nutrition products in response to market
trends and consumer demands. The Group continued to enhance
the competitive advantage of its products through differentiation
and invest in innovative research and development on infant
milk formula products, with breast milk nutritional components
as the scientific standard. The Group has also innovated and

team,

developed a series of milk powders for children, women, adults,
the middle-aged, and the elderly to meet the increasingly
diversified nutritional needs of different consumer groups.

Innovating and upgrading infant formula milk powder

As of the end of June 2022, the Group and its partner Arla
had a total of 15 product series with 45 registered infant
formula recipes. To continuously enhance and consolidate
the advantages of its differentiated products, the Group has
continued upgrading already-launched infant formula products,
actively advancing infant formula registrations under the new
national standards, and advancing research projects aimed at a
full upgrade of packaging structure and function for all product
lines based on insights of consumers’ needs, to elevate the
products’ profile and attract more consumers upon launch.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Innovating and developing high-end adult functional milk powder

In the first half of 2022, the Group researched and developed a
variety of children’s milk powders to meet various nutritional
needs through the innovative application of M8 breast milk-
derived probiotics (Bifidobacterium lactis Probio-M8, a strain
isolated from healthy breast milk]. The Group also expanded
and diversified its children’s milk powder product specifications
to improve the competitiveness of the product portfolio. In the
meantime, the Group utilized new functional raw materials to
develop high-end adult functional milk powder to address the
consumption hotspot of adult milk powder. Multiple Mengniu
Yourui milk powders for the middle-aged and the elderly have
been innovated and upgraded. It also developed and launched
the Tihuli formula milk powder, which helps strengthen
immunity. In addition, The Group has been developing a variety
of innovative adult milk powders based on its insights into the
needs of consumers and channel terminals.

Sales channels

The Group is focused on the stable development of the mother-
and-baby store channel and conducts omnichannel operations
aimed at creating synergies with supplementary channels of
large-scale mother-and-baby chain stores, supermarkets,
e-commerce, and new social media retail channels. On this
basis, the Group developed and launched an In-Can Code
service for milk powder products, providing innovative “three
codes in one” multi-dimensional protection of channels’ rights
and interests. At the same time, the Group has established
cooperative relationships with nationally renowned mother-and-
baby chain stores, through which sales have been stable and
business levels have gradually improved. It also made in-depth
adjustments to the e-commerce business, ensuring focused
support in terms of teams and products.

Devoting great effort to channel deepening in lower-tier
markets, refining channel penetration

In respect of the mother-and-baby store channel, the Group
insisted on opening channels in lower-tier markets as the
working direction of the entire business team. While obtaining
distribution dividends from mother-and-baby store channels
in third-and fourth-tier cities, the Group focused on raising the
sales rate of stores in lower-tier markets and gradually entering
the leading regional mother-and-baby chains to increase
channel quality.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
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The Group's sales platform for e-commerce, “Joyful Shopping”,
was reformed to deepen its cooperation with e-commerce
platforms such as Alibaba, JD.com, and Pinduoduo, and to
implement a new layout in content e-commerce. The Group has
acquired a certain level of operating experience from operating
on new social media retail channels and cooperating with
nationally renowned operators and will attempt to gradually
expand the scope of this business.

Smart marketing innovations

In 2022, the Group launched a smart marketing innovations
program, linking the value chain and interest chain through
In-Can Code, and constructing a smart data dashboard that
gives channel users smart tools to achieve easy tracking and
maintenance of members. To carry out the implementation
strategy for the new In-Can Code, the Group launched a full-
team In-Can Code promotion field operation to motivate
stakeholders toward the same vision and complete on-site can-
opening during staff visits, effectively boosting the can-opening
rate and actual in-store sales. Currently, the In-Can Code
feature has achieved some initial results and has been well-
received by channel customers and consumers.

Innovative channels such as community group purchase, content
e-commerce, and social e-commerce continue to lead industry
growth. The pandemic accelerated the shift of adult milk powder
consumers from traditional retail to new retail. Channels are
changing towards flat-top, diversification, platform, circle-
based, and social-based. Sales are being diverted from
traditional single-stream channels to new channels in various
forms.

As the overall growth rate of traditional commercial
supermarkets has further slowed, various supermarket
companies have introduced digital marketing practices and
online sales have grown significantly. The home delivery
business has become standard. Marketing practices such as
group buying live streams are being adopted more frequently
to implement omnichannel sales, which is breathing new life
into industry development. Through online sales, traditional
commercial supermarkets can make up for the losses caused
by store closures and plummeting passenger flow, taking
advantage of the innovation and layout of online and offline omni
channels.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Quality and safety management

In 2022 the Group adheres to its quality management policy
with the targets of TOP (i.e. Trust ( {5 #8 ), Outstanding [ £
#), and Preferred (& %))
as the guiding direction, the Group will continue to carry
out comprehensive quality management to facilitate its
development.

Taking quality strategic planning

Adhering to the fundamentals of quality and food safety

In order to strictly control the quality of the production process,
the Group joined hands with bioMérieux, a world-leading
biologic company, to carry out an Environmental Monitoring
Plan (EMP) project with the help of its advanced microbial
control and testing experience. Through comparative verification
of monitoring points in key control areas of the production
facility, the Group can further improve and optimize the control
of environmental microorganisms and pathogenic bacteria. At
present, the project’s pilot site at the Shanxi factory has entered
the key verification stage and will be extended to the Group’s
other factories in the future to improve the Group’s overall
ability to control environmental microorganisms and pathogenic
bacteria.

Comprehensive upgrading of food safety indicators

To ensure that consumers are always provided with safe,
healthy, and nutritious food, the Group complies with the EU
food safety requirements, scrutinizes relevant EU food safety
contaminant standards, and has instituted increased risk
monitoring for modified milk powder on top of its existing risk
monitoring system for infant formula milk powder. Through
internal and external communication and the study of the
EU standards, the Group further identified food safety items
within the EU standards for infant formula milk powder and
modified milk powder and further raised the standards for
food safety indicators (chemical and microbiological] of key
raw materials. At present, Yashili's eight series of infant
formula milk powder and seven formulas of formulated milk
powder have successfully obtained the certificate of EU food
standard assessment issued by the authoritative international
certification agency SGS. Yashili is the first domestic infant
formula milk powder company to have its products assessed
and certified under EU food standards, attesting to the high
quality of its products.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
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Continuous improvement of product quality

In 2022, the Group optimized its quality control procedures and
continued to promote the concept of the perfect product. The
Group has considered possible quality and food safety risks
right from the phase of product design to ensure successful
first attempts. In process control, on the premise of ensuring
product conformity, the Group pursued excellence and higher
standards from content to product packaging.
corporate value of “consumers first, first and first (H& &% —

F—F the Group refined more than 30 standards from

In line with its

CE)
content to product packaging. At the same time, in response to
previous consumer complaints, dedicated actions were taken to
provide consumers with high-quality products and the perfect
consumer experience that they expect, which greatly enhanced
product competitiveness.

Actively identifying internal production safety risks and
implementing corrective and preventive measures

The Group actively identified internal production safety risks and
successfully promoted the orderly implementation of dozens of
important measures. In the first half of the year, there were no
grade four or above production safety accidents.

In the first half of the year, the Group continued to implement
the safety responsibilities of all employees. Adhering to the
principle of “horizontally to the boundary, vertically to the
end, segmented for various departments, encompassing
every employee (Em B E SR E BEE» H % E
E] A )7, personnel at all levels signed thousands of letters
of responsibility. The group carried out a five-level search,
implemented rectification and preventive measures,
assigned responsible persons to work on schedule to achieve
100% timely rectification of issues. To raise employees’ safety
awareness, the Group shared simple and easy-to-understand
safety knowledge every week and organized hundreds of safety
training in the factory. Each factory had top leaders carry out
a safety project and deliver special training on resumption of
work and production, epidemic prevention, and anti-epidemic
measures. They also publicized various content including new
versions of the safety production law, the launch of safety
month, pre-holiday deployment and inspection, etc.

and

18 YASHILI INTERNATIONAL HOLDINGS LTD

INTERIM REPORT 2022

SENEEmME

2025 - ASHEHBHTEEEREREY

FEHETEXEMRS - KRFABRZE
AENEENMRRLE2FRMR  BER K

MY - EBREEEF Ef%ﬁ%%uumﬁﬁﬁ
L—ET BRBERB LATVIER

LIEmE’H—E FERIBEEE— -
F— BN EEEE ZEUABY
EIJEDDE RI30ZHIZAE - R - #H 8B
THEERFHE FARIETH  RE
uxﬁi‘éﬁﬁﬁﬂ%mﬁﬁugﬁuuﬂn%m/é%

CBRKEATERBEN

BRBANABRLE2LEERR  FEBNRA

(Ei=pi

AEBERBERBZNABLE2LEERR K
BBt REEREAFAR L¥FR
BRENRRALRZRE2EEETS -

(580

EN
=x

~\ 523
v

J:¥¢$EIFZ§7§.:§’1\
ElEmag ARIE - BES
E'JAJE’UJ?E‘J'%ﬁ&AE#\ﬁ%TMEi
THh -AEAIRABRIE ZEBEXED
B BEAEPEE - B R R100% °
REFAEIZ2EH BBEHIZHESE
W2/ M TEIREZTLEAS R
2HIN - -BIBRFAR-IEFBELE2IRE
"?fﬁlﬁéﬁﬁfhﬁiﬁr%iﬁéﬂl SEH
RZE2EEE REARY  fHATE0R
REEZTHNAR °

ﬁ]i m
y T8 A
UL
b md O

\
/



MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Supply chain

In the first half of 2022, driven by the principle of “speeding up
for victory (FEBMNE - ERTF)",
department firmly focused on the three major objectives of high
speed, high efficiency, and high quality, to achieve high-quality
development of the supply chain.

the Group’s supply chain

Despite facing the impact of the epidemic rebound, the
Group’s supply chain department continued to move upstream,
overcoming many difficulties to ensure that the product supply
met sales demand.

In the face of rising raw material prices, the supply chain
department has been actively seeking out new sources on the
premise of ensuring quality and actively developing the OEM
business,
enhancing supply chain efficiency, and maximizing revenue.

relieving cost pressure, realizing cost reduction,

In the first half of the year, the supply chain department
welcomed the on-site inspection conducted by the State
Administration for Market Regulation as part of the infant
formula registration process. The inspection experts fully
affirmed the Group’s registration materials, production capacity,
inspection capacity, and dynamic trial production of infant
formula, which provided a strong guarantee for the smooth
implementation of Yashili's “two-three-years” strategy.

Management system

In the first half of 2022, the Group strengthened the application
of digital marketing and management to various business fields,
thereby speeding up the advancement of the digital business
model.

In terms of channel marketing, by applying the “three codes
in one” In-Can Code, the Group was able to reach members
directly, greatly improving the cost-efficiency of its marketing
activities.

In terms of consumer operations,
Reeborne Member Center and launched membership-level
benefits to provide a better interactive experience for infant
milk powder consumers. It also gradually carried out member-
targeted marketing, thereby increasing member loyalty, and
launched the Member Center and Points Mall mini-apps for
adult milk powder and children’s milk powder, respectively.

the Group upgraded the
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
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In terms of data application, in the first half of the year, based on
self-developed computing adjustments and leveraging Alibaba
Cloud, the Group completed the research and development
and launch of its data center. Through building its milk powder
database, the Group also efficiently collected information on
competitive products to analyze and benchmark against industry
trends and developments.

In terms of financial management, the Group comprehensively
promoted the TRM expense management system, strengthened
the management of the planning and execution of marketing
expenses, conducted single product gross profit analysis
and cost less markup analysis, and strengthened its analysis
capability in the area of supply chain financial data. At the same
time, the Group independently developed the business division
management tools to provide multi-dimensional financial data
analysis for the management of the business divisions.

In the field of information security, the Group has established
a unified account management system to enable the unified
management of accounts, roles, and authorities within
enterprise management and business systems. At the same
time, in order to ensure the security of the Group’s information
assets, it has established an anti-leakage protection system and
a monitoring system.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

FINANCIAL REVIEW
Revenue

For the six months ended 30 June 2022, the Group’s revenue
amounted to RMB1,886.7 million (the same period of 2021:
RMB2,156.9 million], representing a decrease of 12.5% as
compared to the same period of last year.

Revenue by product category — for the six months ended 30
June
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2022 2021 Percentage

RMB million RMB million change

ARBBERT ARKEBER b= N Al

Milk powder products 738 EE on 1,538.3 1,861.6 (17.4%)
Other milk powder products HA 8 E @ 235.5 149.9 57.1%
Dissolvable products R E 85.2 91.1 (6.5%)
Others Efth 27.7 54.3 (49.0%)
Total @5t 1,886.7 2,156.9 (12.5%)

For the six months ended 30 June 2022, milk powder products
recorded a revenue of RMB1,538.3 million (the same period of
2021: RMB1,861.6 million], decreased by 17.4% as compared to
the same period of 2021, which was mainly due to the impact
of the pandemic on the sales volume of adult milk powder
and infant formula milk powder. Other milk powder products
recorded a revenue of RMB235.5 million (the same period of
2021: RMB149.9 million], increased by 57.1% as compared to
the same period of 2021, mainly because of the increase in the
sales volume of Yashili New Zealand driven by the increasing
orders for whole milk powder. Dissolvable products recorded a
revenue of RMB85.2 million (the same period of 2021: RMB91.1
million), decreased by 6.5% as compared to the same period of
2021. Other products recorded a revenue of RMB27.7 million (the
same period of 2021: RMB54.3 million), decreased by 49.0% as
compared to the same period of 2021.

The decrease in the Group’s revenue was mainly attributable to
a slight decrease in the revenue of adult milk powder and infant
formula milk powder compared to the same period of last year
due to the impact of the pandemic on spending power, fierce
competition in external market and decline in birth rate.

B E2022F6A30BIE~EA  IHERE
|/ A AR #1538.30 & 7t (20214 [ &7 :
AR #1,861.68 B L)+ 20214 & H &
174% T EBAREBEEZEXNADHNER
MHEEs EMNHERERRAAR
#0235 55 B T (2021FE B H : A R 14997
EIT)  W2021F A H G I157.1% * EFEHR R
ERMHETEEN FHABAEHES
R ORAERERRAARKS2ZAEE T
Q021FRH: ARBIE B L) 82021
FREBREAD65% EMEREBRERAAR
#2778 Bt (2021 F R ARMBLLIFE S
JT) » #20214F R 8 4 49.0% o

AEBERANBRITEROARRBEZEHR
BN NEHEBEFHUARBERT R
FHRENZE  KAPHMELRLTHKRA
REFRBAEEE TR -

BIAEERERERAT
HA 3R 452022

21



MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

EEE W o4 ()

Gross profit

For the six months ended 30 June 2022, the Group recorded
a gross profit of RMB596.7 million (the same period of 2021:
RMB815.3 million), representing a decrease of 26.8% from the
same period of last year. The gross profit margin was 31.6%,
representing a decrease of 6.2%, which was mainly due to the
increased sales proportion of adult milk powder and whole milk
powder, which had a lower gross profit, as a result of higher
cost of main raw materials.

Selling and distribution expenses

For the six months ended 30 June 2022, the Group generated
selling and distribution expenses of RMB618.3 million (the same
period of 2021: RMB662.1 million), representing a decrease
of 6.6% from the same period of last year. The selling and
distribution expenses as a percentage of revenue was 32.8%
for the first half of 2022 (the same period of 2021: 30.7%],
representing an increase of 2.1%, which was mainly due to that
the consumer power is affected by the pandemic, and the share
of high-end products was not as expected, while sales volume
declined, resulting in the rate of selling expense exceeding the
standard.

Administrative expenses

For the six months ended 30 June 2022, administrative
expenses amounted to RMB117.7 million (the same period of
2021: RMB120.5 million], representing a decrease of 2.3% from
the same period of last year, mainly attributable to improved
operating efficiency as a result of stringent cost control by
functional divisions.

Finance income and finance costs

For the six months ended 30 June 2022, finance income
amounted to RMB31.7 million (the same period of 2021: RMB39.1
million) and finance costs amounted to RMB34.6 million (the
same period of 2021: RMB19.4 million). The increase in finance
costs of 78.4% was mainly attributable to the changes in fair
value of the foreign currency forward contracts.

22 YASHILI INTERNATIONAL HOLDINGS LTD

INTERIM REPORT 2022

EF

BH 220226 6A308 1t N B A& B &
B EANAEARBESNSTA & L(2021F [
HARMSISIEE L) & EFRETE
26.8% > EFI R 531.6% * ~F6.2% = H
REZEMBAALEA  RAREEMNERER
BRABDREERNHDEEMLIES -

HERIENMY

HE2022F6A30BIENE A AEBEAE
HERKHEAST AARBE8.36 & (2021
FRIHA: ARB2IAE L) &+ FFHH
TBE6.6% : 5 B M AE X B R20224F £
* F 532.8% (20214 A B3 : 30.7%) © & E
FEREP A% FAHNRERFTEZ2 LB
FEHEBH SWERMGHANEEH A
BFEET B BRHEBRHRBEZ-

1T BBASZ

B E2022F6A30B Lt AE R THHAX
ABARBNITAEBETQIFEB: ARKE
1205B87L) REFRBTHE23% =
EBEBHREEAIH  ReELRE -

MBI AMBEEF

H 220229 6A30B1E A K AR
AR¥3TE EQR2NERH: A R¥3918
) BBEKAABARMBIE E(2021F
R ARBOIEET) - BHKAN LA
78.4% T EZREBRIINBENAALEESE
)P BK o



MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Income tax

For the six months ended 30 June 2022, the Group provided
for income tax expenses of RMB13.2 million (the same period
of 2021: income tax credit of RMBO0.3 million). The increase in
income tax expenses was mainly attributable to reversal of
deferred income tax assets recognized in previous years.

Inventories

As at 30 June 2022, the balance of inventories of the Group
was RMB1,231.4 million (31 December 2021: RMB816.0 million],
representing an increase of 50.9%, which was mainly due to the
increase in the balance of inventories of the self-sprayed whole
milk powder.

Other current financial assets

As at 30 June 2022, other current financial assets mainly
included the commercial bank wealth investment products held
by the Group of RMB20.0 million (31 December 2021: RMB93.9
million).

Trade receivables

As at 30 June 2022, the Group’s trade receivables amounted
to RMB453.1 million (31 December 2021: RMB414.7 million].
During the first half of 2022, the trade receivables turnover
days were 41 days (31 December 2021: 21 days), representing an
increase of 20 days as compared to 2021, mainly attributable to
the increase in the trade receivables from large-scale modern
trade and e-commerce platforms within normal credit period as
a result of higher percentage of revenue from adult milk powder
during the period.

Human resources and employees’ remuneration

As at 30 June 2022, the Group has a total of 2,557 full-time
employees (30 June 2021: 2,858). The total staff cost for the
period was approximately RMB267.9 million (the same period of
2021: RMB286.0 million). The decline in staff cost was mainly
attributable to the decrease in full-time employees as compared
to the same period of last year as a result of organizational
structure optimization.
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Contingent liabilities

In February 2022, one batch of products of a certain series of
infant formula milk powder brands under a certain strategic
cooperative brand of the Group was detected with excessive
vanillin by market regulatory authorities in the Chinese
Mainland. At 30 June 2022, the Group had recalled all relevant
products and was cooperating with relevant authorities
regarding relevant investigations. At the date of this report, the
investigation has been completed and the Group has neither
received penalties from authorities nor claims from either
customers or distributors.

Capital commitment

As at 30 June 2022, the Group's capital commitment was RMB9.6
million (31 December 2021: RMB1.2 million], which was mainly
related to the purchase of milk powder production equipment
and optimisation in software systems.

Use of net proceeds from the Initial Public Offering

The Company’s net proceeds from the Initial Public Offering
amounted to approximately RMB1,965.8 million after deduction
of relevant expenses. As of 30 June 2018, 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 DISCUSSION AND ANALYSIS (CONTINUED)

HUMAN RESOURCES

Refining the functions of the headquarters and strengthening
the business divisions

The Group continues to optimize its organizational structure,
accountability system, and operational capabilities. It continued
to build a business management system suited to the pandemic
era, refined the functions of the headquarters, strengthened
the business divisions, and further empowered the functional
departments on the frontline, to realize the transformation of
organizational strength into business results.

Launching various talent activities and driving talent growth on
all fronts

In order to effectively help business development, the Group
has launched a learning project for business teams, using
diverse learning methods to help colleagues strengthen
their foundational knowledge and comprehensively improve
their business skills. As of the first half of the year, the
implementation of two training sessions has been successfully
completed and the secondary empowerment and application of
knowledge have been completed within the business division.

At the same time, in order to better understand the current
talent situation, the Group has carried out a comprehensive
talent inventory aiming to help the Group understand its talent
reserve and prepare to improve the talent level within the
business.

Continuing efforts to optimize and strengthen performance
management throughout the entire value chain

The Group built a performance management landscape to
gain a clearer understanding of the underlying logic, optimize
performance management, drive the standardization and
formalization of performance goal-setting, and ensure that
personal and organizational performance goals were strongly
correlated to guarantee effective Company performance.
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Enhancing business linkages and improving employer brand
image

In the first half of the year, the Group was again awarded the
“2022 Outstanding Human Resources Management Award” by
51job.com, which enhanced the Group’'s employer brand image.
The human resource management department strengthened its
cooperation with the business divisions in communicating the
Group’'s employer brand. The department also worked jointly to
create and promote the Group’s employer image, talent concept,
and values through multiple platforms such as official accounts,
live streams, and online media.

SOCIAL RESPONSIBILITY

In 2022, in response to the nation’s “Healthy China 2030
Plan (([#2 Bz # E42030] #8 &l 49 Z£)) ~ initiative, the Group
continued to carry out public welfare activities and adhered to
the corporate mission of “Every drop of nutrition brings joy to
every life ([B B ZEEEME @A), to proactively perform
corporate social responsibility. While working to achieve the
development of itself, the Group also gathered great love drop
by drop and contributes to the construction of a harmonious
society.

Since the start of the year, the sudden epidemic outbreak in
Inner Mongolia disrupted the peaceful lives of the local people
and also touched the hearts of all employees of Yashili. Mengniu
and Yashili immediately coordinated product reserves and
transportation resources to support the front line in the fight
against the epidemic.

In this public welfare action, a large volume of infant formula
milk powder and adult milk powder from all over the country
was collected for Inner Mongolia. Yashili donated a total of about
RMB250,000 worth of milk powder products. Since the start of
the pandemic, statistics show that Yashili has donated goods
worth over RMB47 million to society.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

In June of this year, as a representative enterprise founded in
Chaozhou City, the Group thoroughly studied and implemented
the spirit of General Secretary Xi Jinping’'s speech on achieving
common prosperity, and responded to the country’s call
to consolidate the achievements of poverty alleviation and
comprehensively promote rural revitalization. The Group
actively participated in the “2022 Guangdong Poverty Alleviation
Day” in Chao’an District, Chaozhou City to help the poor and
needy and contribute to rural revitalization.

In this event, the Group donated RMB100,000 to the Chao’an
District Charity Federation for the construction of the Fuxing
Community Service Center in Anbu Town to promote urban and
rural regional party building in Chao’an District and contribute
to better services for the convenience and benefit of the people.

Going forward, the Group will actively fulfill its social
responsibilities as always. It will also continue to explore and
extend new paths for public welfare and strengthen cooperation
with non-profit organizations to help build a harmonious society
and better life for the people.

PUBLIC RELATIONS AND CRISIS MANAGEMENT

In the era of omni-media, faster communication and richer
forms of communication have led to a fast-changing public
opinion environment. Every move of the Group will attract
widespread attention from the public. In face of these new
challenges, Yashili is advancing with the times and is familiar
with the communication methods of print media, online media,
and new media. It has built a crisis prevention system in
advance and continuously improved its level of public relations
management and brand building.
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In the first half of the year, through targeted and focused
public relations activities and public welfare investment,
Yashili actively assumed more social responsibilities and
communicated the Group's strategic decisions, values, and
other relevant information to the public promptly to obtain
public recognition and support, effectively reinforcing the
Group's image. The Group also promptly answered consumers’
questions, quickly responded to and handled consumer
demands, effectively preventing the occurrence of crisis events.
By keeping abreast of industry trends and current events, it
has responded to industry events promptly and communicated
effectively with the public and the media.

The Group maintains good relations with the media, implements
effective communication, and cooperates with mainstream
media and industry opinion leaders to effectively deliver
product information and company dynamics, to create a good
brand effect and a favorable business environment for the
development of the Group.

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 communicates 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.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

PROPOSED PRIVATISATION OF THE COMPANY

Reference is made to (1) the announcement dated 6 May 2022
(the “Joint Announcement”) jointly issued by the Company, Star
Future Investment Company Limited (the “Offeror”) and Mengniu
Dairy (as defined below), (2] the circular of the Company dated
29 July 2022 (the “Circular”), and (3) the announcement dated 16
August 2022 (the “Special Deals EGM Results Announcement”)
jointly issued by the Company, the Offeror and Mengniu Dairy in
relation to, among others, the proposal for the privatisation of
the Company by the Offeror by way of a scheme of arrangement
under section 86 of the Companies Act of the Cayman Islands,
on the terms and subject to the pre-conditions and conditions
as described in the Joint Announcement and as amended in the
Special Deals EGM Results Announcement (the “Privatisation
Proposal”], and the disposal of 100% entire equity interest
in Dumex Baby Food Co., Ltd. ("Dumex China”) by Yashili
International Group Co. Ltd. (“Yashili Guangdong”) to Danone
Asia Pacific Holdings Pte. Ltd. ("“Danone APAC") (the “Dumex
China Disposal”).

As disclosed in the Joint Announcement, notwithstanding that
the proposed acquisition by Mengniu Dairy from Danone Asia (as
defined below] of all of Danone Asia’s interests in the Company
(“25% Yashili Acquisition”) did not trigger a mandatory offer
obligation on the part of Mengniu Dairy under the Code on
Takeovers and Mergers of Hong Kong, having considered the
factors, including but not limited to the unsatisfactory share
performance of the Company, the low trading volume of the
shares of the Company and the competitive domestic infant
milk powder market, Mengniu Dairy has proposed that upon
completion of the 25% Yashili Acquisition, it will, through the
Offeror, a wholly-owned subsidiary of Mengniu Dairy, initiate
the Privatisation Proposal and provide an opportunity for the
Scheme Shareholders (as defined therein] to monetize their
investments in the Company at the same price that is offered to
Danone Asia under the 25% Yashili Acquisition.
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Accordingly, subject to the satisfaction of the Scheme Pre-
Conditions (as defined therein), on or prior to the Pre-Conditions
Long Stop Date (as defined therein], the Offeror will implement
the Privatisation Proposal under which the Scheme Shares
(as defined therein) will be cancelled and in consideration
therefor, each Scheme Shareholder will be entitled to receive
the cancellation price of HK$1.20 for each Scheme Share. The
Company will apply to the Stock Exchange (as defined below) for
withdrawal of the listing of the Company’s shares on the Stock
Exchange in accordance with Rule 6.15 of the Listing Rules
immediately following the Scheme (as defined therein) becoming
effective.

As disclosed in the Special Deals EGM Results Announcement,
the Scheme Pre-Conditions (a) and (c) (as defined therein) have
been fulfilled. As of 16 August 2022, the remaining Scheme Pre-
Condition (b) (as defined therein) of completion of the 25% Yashili
Acquisition has not been fulfilled. Further announcement(s) in
relation to the status of the Privatisation Proposal will be made
in accordance with the Listing Rules and the Code on Takeovers
and Mergers of Hong Kong.

For further details of the Privatisation Proposal, please refer
to the Joint Announcement, the Circular and the Special Deals
EGM Results Announcement.

EVENTS AFTER THE REPORTING PERIOD
Dumex China Disposal

As disclosed in the Joint Announcement and the Circular, on 6
May 2022, Yashili Guangdong and Danone APAC entered into the
Dumex China SPA whereby Yashili Guangdong agrees to sell, and
Danone APAC agrees to purchase, 100% of the equity interest
in Dumex China, subject to the terms and conditions therein.
The Dumex China Disposal constitutes a major and connected
transaction of the Company under Chapters 14 and 14A of
the Listing Rules. On 16 August 2022, the shareholders of the
Company approved, among others, the Dumex China Disposal.

For further details of the Dumex China Disposal, please refer
to the Joint Announcement, the Circular and the Special Deals
EGM Results Announcement.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

FUTURE PROSPECTS
Policy implications

Since the National Health Commission’s issuance of the new
national standards early last year and through the first half
of 2022, a vast majority of leading domestic and foreign milk
powder brands have been actively preparing for the registration
of formulas under the new national standards.

As the policies, regulations, and standards continue to be
updated and issued, it is expected that the quality of infant
formula will be further improved. The structure of the industry
will constantly be optimized, and only outstanding participants
will survive in the market. As consumers become increasingly
informed about infant formula milk powder, the implementation
of the new national standards is expected to become the starting
point for high-quality competition in the milk powder industry of
the future. Intensified market competition in the infant formula
industry is only beginning, and breast milk research, formula
upgrades, process standards, and differentiated products will
be the keys to the future success of enterprises.

The decline in births has attracted great attention at the
national level, and several policies to encourage childbirth have
been introduced in succession. For example, on 31 May 2021,
the Political Bureau of the CPC Central Committee considered
and approved the “Decision on Optimizing the Maternity Policy
to Promote the Long-term Balanced Development of Population
KERBLEEBRRREADRBEHEERNAE)). On
20 August 2021, the decision to revise the “Law of the People’s
Republic of China on Population and Family Planning ({ A H
EEH &£ B)£) )" was passed in the Thirtieth Meeting of the
Thirteenth NPC Standing Committee. According to statistics,
nearly 20 provinces, cities, and counties have announced
amendments to their population planning regulations. With
the pandemic’s impact on the birth rate gradually weakening,
official policies encouraging childbirth will gradually play a
greater role. In the long run, this will benefit the infant formula
industry.

As residents’ income level and health awareness increase,
consumption has been further upgraded, and consumer demand
for dairy products has increased significantly while evolving
toward healthy and diversified options. Subdivided categories
such as children’s milk powder and adult milk powder are
gradually becoming valued and selected more by consumers,
which will boost the development of the milk powder market to
a certain extent.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
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i
M

Industry trends sy
Consumption upgrade in the mother-and-baby market drivesthe STEMBEEFEAR  HBERDHE
enrichment and differentiation of infant formula products m kR R A 1b

Despite the national birth rate has declined for five consecutive 2B HE4A AOEHE2021F2EERFERD
years up to 2021, the mother-and-baby market in China has (B FHESEMERENTFBEEER -
continued to grow against the trend in recent years. The HAZHEAMEHBEEREEB EHEHNSZ T
data consolidated from a number of studies showed that the b AMILFEBHEE B ELFIRF  BE
diversification and upgrading of consumption have led to an RTEMBFHEEBEFPLIER -

increase in total customer spending, enabling the mother-and-

baby market to grow against the trend.

In the recent two years, despite the backdrop of an overall FREBRRNLEENHTIE  EEEMIHIE
market growth slowdown in the domestic infant formula ERREBR T SHER LA REEE
market, high-end products and segmenting products achieved 28 Mgt & B LE BEDHR(E#
outstanding development. Representative products in these A28-BEAE) A4 T B2ERH ML A
categories include organic products and goat milk powder ZZRZ LEHEZMFENHERABRE -
products with differentiated features such as enhanced

nutritional elements, specific milk sources (organic,

A2 (-casein protein, etc.), and raw milk process.

Amidst the intensified competition in the overall infant formula HEEEREDNHTESHEFMBEMRET &
market, major manufacturers will pay more attention to the AXBMESEMESMALEmHAE - HF KA
development of product segments and explore the breakthrough 9 MK EFEMEE -

and development of segmenting products.

Capturing opportunities in third-and fourth-tier and lower-tier EPE=ZNERNITSHEXNES
markets

According to data from the National Bureau of Statistics, in REBXSAARBEER 20200 F4&H
2020, the number of infants and children in county-level cites KU TEHEZEALDB(H 2 H 42 5882% -
and below accounted for 82% of the national number. The ZMHEMTAMEMEETERRIFAE L
willingness to give birth in third-and fourth-tier cities and F+ @ A SFEA R EFAF APE  BEE
lower-tier cities continued to rise in general, and the birth rate SEBREHIRS > MHBHEKA -

of newborn babies increased significantly. As the consumption

power of families in these places increases, the market potential

is huge.

The deepening of research and business development in the M FEH T MEMNAREEL EH  BE
I=NE-- 3 uv]

lower-tier markets will help brands gain advantages in the B mEEGEHFTES—TED -
competition for existing market volumes.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Intensive development and digitalization of channels

In the recent two years, large and medium-sized mother-
and-baby chain stores in China have been innovating to
become more quality-oriented, digital, and platform-based.
Digital transformation in the mother-and-baby retail sector
has spurred new developments in customer collaboration,
physical store operations, and capital input models. Marketing
approaches such as live streaming, community marketing,
content e-commerce, and interest-based e-commerce are set to
demonstrate more rapid growth in 2022.

Aging population drives dairy companies to accelerate the
development of the adult milk powder market

It is anticipated that the population of people aged 60 or above
will see a significant increase by 2030, and the middle-aged and
the elderly will account for a greater percentage of the overall
demographic structure. Further exploring the needs of the
“silver hair” market will be a focus of the milk powder industry
going forward.

Company strategies
Brand strategies

Brand renovation in response to consumption trends continues
to drive upgrades in brand assets

In the second half of 2022, the Reeborne brand will emphasize
the launch of strategic new products and continue to focus
on innovation within infant milk powder products. Meanwhile,
changes in consumption trends have motivated a renovation
of the brand image focused on showcasing the strength of the
Reeborne brand in social responsibility and scientific research
on breast milk.

As for Arla Baby & Me, it will adhere to the positioning of
“Organic A2, Choose Baby & Me” and explore the story of
organic A23-casein protein milk sources in greater depth to
demonstrate the brand’s positioning and core values. Centering
on the rationale for choosing “Baby & Me”, the Group will
create a high-end brand image by promoting the differentiated
advantages of organic A2/3-casein protein fresh milk to enhance
brand awareness and consumer recognition.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

EEE W o4 ()

Mengniu Yourui milk powder for the middle-aged and the elderly
will cover more feature functions to comprehensively satisfy
the need for nutritional supplements among the middle-aged
and elderly population, thus driving a further upgrade of the
brand. In addition, the nutrition products business division will
vigorously expand the category of milk powder products for
children. The M8 children’s milk powder series will explore
— the
patented? breast milk-derived probiotics (bifidobacterium lactis
Probio-M8, which is a strain isolated from healthy breast milk].
The 1.88M Children’s milk powder will continue the application
of the CBP component, which aids in bone development and

organic milk sources on top of its core component

expand the milk sources for the rare A28 -casein protein.

Leveraging digital media to strengthen content marketing and
deepen the brands™ connection with consumers

In the second half of 2022, Reeborne will continue to build its
brand connection with consumers through content marketing
and step up its efforts in digital media to empower front-
end sales. Sharing of scientific knowledge by research and
development experts, endorsement from reputable KOLs
and word-of-mouth from consumers will enable the Group to
strengthen the positive image of its brand in terms of scientific
expertise and products, and in turn, boost the overall sales
capabilities of its brand both online and offline.

Regarding communication channels, Arla Baby & Me will
make use of the self-media platform as the core and connect
it with its membership club to create a complete closed chain
of “appealing-purchasing-sharing (R E-B E -5 % The
Group will also tap into public media such as Xiaohongshu and
TikTok to generate word-of-mouth marketing from consumers
to attract more users. Online marketing will also be linked
with roadshows and mother classes in major cities to track the
results of dynamic marketing efforts and achieve quality and

efficiency.

Brand building for nutrition products will fully leverage the
advantages of resources and media. The Group will continue to
make diversified efforts in media marketing among core and
potential markets and roll out short videos of the Yourui product
series to actively support building connections with consumers
across different channels, promote multi-brand building, and
enhance brand awareness and reputation.

Note:

2 Patent category: invention patent; patent number: ZL201910495537.2.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Product research and development

In the second half of 2022, the Group will continue to strengthen
research efforts on breast milk nutritional components,
including by cooperating with industry-leading food and
nutrition science experts in industry and research institutes
to carry out research on infant formula products. At the same
time, the Group strengthens the acquisition of nutrition research
talents into its team to improve its nutrition science innovation
capability and carries out research on nutrition and health
evaluation standards of adult milk powder to facilitate further
product upgrades.

The Group will continue to enhance its differentiated product
advantages and continuously upgrade the entire product line
of the infant formula milk products already on the market. By
assimilating the latest research findings in breast milk nutrition
composition, the Group will continue to develop an innovative
formula for infant milk powder products, will promote the
registration of infant formulas under the new national standards
and will also upgrade the packaging of the product series under
the brand to attract more consumers and raise the consumption
level of the products.

To cater to the diversified needs of the market, the Group
will continue to enrich its product portfolio and tailor unique
formulas to different groups such as children, adolescents,
adults, women and the middle-aged, and the elderly. Actions
include strengthening the innovation and development of
children’s milk powder that meets different nutritional needs
and satisfying the diversified needs of the middle-aged and the
elderly population.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
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Sales channels

Gradually enhancing channels and continuously deepening store
development

In the second half of 2022, the Group will continue to develop
its customer base, and enhance regional product coverage by
focusing on major provinces. The In-Can Code model used in
physical stores can protect the rights and interests of sales
channels and empower stores, achieving balanced development
in second-and third-tier, or fourth-and fifth-tier cities. In the
online market, the Group plans to make use of customized
products to establish a solid cooperative relationship with
large mother-and-baby chain stores to continuously enlarge
the market share of certain brands. At the same time, the
Group is promoting the “Store Blasting” campaign ([P /5 &
B | & #| ) nationwide. The campaign focuses resources on
stores to promote the in-depth development of channels. For
the lower-tier market, the Group will continue to strengthen its
development effort in district-level and county-level mother-
and-baby chain stores, as well as further expand market
coverage in lower-tier counties, towns, and villages. The Group
will also further improve the output per store through the “Store
Blasting” campaign to enhance the overall level of channel
operation.

Expediting e-commerce and continuing the pilot trial in social
retail

The Group will seize new opportunities brought on by the new
e-commerce and social retail models. In terms of the planning
for the e-commerce business, the Group launches exclusive
organic milk powder products for children and strengthens its
comprehensive cooperation with the Alibaba Group in Tmall
direct sales, Alimama digital media, and Tmall new retail, as
well as Alibaba Cloud Smart. The Group has also developed
plans to strengthen online sales and services of infant formula
milk powder and enhance both online and offline customer
flow by leveraging e-commerce sales platforms, digital media,
business model exploration, and big data mining and utilization.
At the same time, the Group is gradually exploring innovative
business models in the arena of social retail such as WeChat
community operations, short video social networking, and live
streaming to bring in new channel growth points.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Continuous innovation in digital marketing and enhanced
membership system

“In-Can Code”
strategy and improve its membership system to enhance
customer loyalty. By building connections with members along
the life-cycle and interacting with members at crucial points,
the Group can track members’ growth trajectory and prolong
the entire membership life-cycle.

The Group will continue to implement the

Supply chain

In the second half of 2022, the Group will continue to carry out
resource integration and sharing by fully leveraging information
technology to form efficient and unified digital factories that
achieve effective resource utilization and thus realize the value
of the supply chain.

The Group will continue to implement online and offline linkage.
Driven by the momentum of being recognized as a WCO world-
class factory, the Group will strive to increase its output and
effectiveness, reduce costs and create revenue. Through
efficient manufacturing and optimized procedures, supply
chain operations will be enhanced, serving as a foundation for
continuing corporate development and maintaining competitive
advantages.

The Group will also continue to pursue technological innovation
to achieve greater supply chain visibility, management
digitalization, benefit maximization, and cost minimization, in
turn achieving overall optimization.

As for manpower, the Group has worked hard to recruit potential
talent and establish a supply chain management talent training
mechanism. The Group has also implemented incentive schemes
to promote sustainable talent development and help the Group
achieve its strategic goals.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
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Human resources
Re-assessing job value to maximize efficiency

The Group has re-assessed the value of all
the organization to optimize the allocation of manpower, through
which the Group will achieve revenue optimization and provide a
clear path of progression for its staff.

job positions within

Focusing on talent training and broadening the talent ladder

The Group will continue to provide talents with training and
learning opportunities for key positions to cultivate a business
management team that can “win in battle and lead the legion”.
The Group will make comprehensive succession plans for key
positions, cultivate staff members with high potential and
provide training to successors for key positions to further
improve its talent ladder.

Strengthening the remuneration system to motivate
performance

Under the existing remuneration policy, the Group will focus
on remuneration as the mechanism to retain key personnel. In
addition, the Group will also formulate a targeted remuneration
policy to attract and incentivize new joiners and to establish the
necessary talent pool for the Group’s continued development.
At the same time, the Group will achieve online visibility of
remuneration and benefits through manpower digitization.

Assuming social responsibility and enhancing employer brand

The Group will assume more social responsibility in the second
half of the year, stepping up its efforts in campus recruitment
and opening more positions in order to relieve the difficulty
faced by graduates in job hunting. The Group will make full
use of the resources and reach of recruitment portals and
leverage the Group’s advantages as an employer to showcase
content about the Group through videos, articles, and posters,
promoting the Group’s image as a premium employer.
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The board of directors (the “Directors” or the “Board”] of the
Company would like to present their interim report together with
the unaudited consolidated financial statements of the Company
and its subsidiaries (the “Group”) for the six months ended 30
June 2022.

INTERIM DIVIDENDS

The Board does not recommend an interim dividend for the six
months ended 30 June 2022 (for the six months ended 30 June
2021: nil).

DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

As at 30 June 2022, the Directors and the chief executives
of the Company and their respective associates had or were
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”):

Directors’ interests in the shares of the Company (the “Shares”):

REPORT OF THE DIRECTORS
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Approximate
percentage

Number of of the issued

Name of Director Capacity/Nature of interest ordinary shares share capital?
HEBITRA

EEfE B HEntE ZBERHAE A E D2
Mr. Yan Zhiyuan Beneficial owner 15,657,370W)1 0.33%
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REPORT OF THE DIRECTORS (CONTINUED)
EEEREE)

Notes:

i, Grant of 18,342,100 phantom shares (the “Phantom Shares”) by the
Company to Mr. Yan Zhiyuan, in which 2,684,730 Phantom Shares were
realized, pursuant to the phantom share incentive scheme (the “Phantom
Share Incentive Scheme”) adopted by the Company on 15 July 2020. The
Phantom Share Incentive Scheme does not involve the grant of options over
new shares or other new securities that may be issued by the Company (or
any of its subsidiaries]). The recipients of the Phantom Shares do not own

any shares, nor enjoy voting rights or allotment rights of the shares.

2 The total number of issued Shares as at 30 June 2022 was 4,745,560,296.

(L) The interest is held in long position.

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

B 3

1. B AR D E R2020F7ASE R AN E R KRS
HEFETERRERBAE]) AQAES
18,342,100 EHBRE(ERRED TEEERL
4 H 2,684,730 B K IR o R R KB &
B EBHERBEHARR(KEEMF AR AL
BITHNTROAEMTEISOBRE - EBRR
ZHERHRITHREAARMDOMERE  TF
ZEEABKRMHOIEE R ERRRE -

20229 6AR300 - B B 17T R 0 £ B A
4,745,560,296F% °

N

L) HEAFRFA -

EERPERFAXERAR(RFIAE])
(ARRMERAR RABBEEER) KD+

and an associated corporation of the Company): M
Approximate
percentage
of the issued
Number of share capital of
Name of Director Capacity/Nature of interest ordinary shares Mengniu Dairy’
EEFIE
2EITRA
EEHE B HEatE ERREE AR
Mr. Jeffrey, Minfang Lu Beneficial owner 21,186,046 0.54%
Bt L EanEAA
Mr. Zhang Ping Beneficial owner 3,090,357 0.08%
5 %k A& EnEAA
Mr. Yan Zhiyuan Beneficial owner 82,255 0.00%
BEELE ERlEAA
Notes: Bt 5
1. The calculation is based on the number of shares as a percentage of the 1. HEDEBROBEFIEEL I EBE202296R

total number of issued shares of Mengniu Dairy [i.e. 3,954,693,020 shares)

as at 30 June 2022.

(L) All the shares are held in long position.
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REPORT OF THE DIRECTORS (CONTINUED)

Save as disclosed above, as at 30 June 2022, none of the
Directors or chief executives of the Company had or was deemed
to have any interests 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 SFQOJ, which
had been recorded in the register maintained by the Company
pursuant to Section 352 of the SFO or which had been notified
to the Company and the Stock Exchange pursuant to the Model
Code contained in the Listing Rules.

Save as disclosed above, at no time was the Company, its holding
company or any of its subsidiaries a party to any arrangements
to enable the Directors and chief executives of the Company
(including their spouse and children under 18 years of age] to
hold any interest or short positions in the shares or underlying
shares in, or debentures of, the Company or its associated
corporations (within the meaning of Part XV of the SFO).
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS
AND SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES

To the best knowledge of the Directors and chief executives of
the Company, as at 30 June 2022, 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:

FERRN G RERERGHEDR
RikE

RARFNEERESTBRAERZEN R
2022F 6H30H * RARB R HBE EZEAN
BHEBEEROTEEREESRBER
BIEXVE E2R3ID EH B BEEREA
AIMEZSIAR AL AREBEESLH
BHIEM E3KEHATEFENETLHAD
BHEIAREMALTHEZB(LIEARAES
ESTHRAE)WOT:

Approximate

percentage
Number of of the issued
Name of substantial shareholder Capacity/Nature of interest ordinary shares®® share capital®
HEBITRE
TERRER B/ EEtE EBREA® BABED L
Mengniu Dairy! Interests in a controlled corporation 2,422117,713 51.04%
B U REHDEE B 5
Beneficial Owner®@ 1,186,390,074 25.00%
EaEaAR
Mengniu International!” Beneficial owner 2,422117,713 51.04%
EESE ExBHAA
Danone SA®I Interests in a controlled corporation 1,186,390,074 25.00%
 BESAR REHDEE 8 5
Danone Baby and Medical Nutrition BV® Interests in a controlled corporation 1,186,390,074 25.00%
Danone Baby and Medical Nutrition BV XEHEBRE
Nutricia International BV® Interests in a controlled corporation 1,186,390,074 25.00%
Nutricia International BV® XEHEBRNE R
Danone Asial® Beneficial owner® 1,186,390,074 25.00%
P Bt Asial ERnEAAD
Vanguard International Investment Co., Ltd“ Interests in a controlled corporation 303,462,119 6.39%
Vanguard International Investment Co., Ltd® 5245 %)% B £ # =
Zhang Yangui® Interests in a controlled corporation 303,462,119 6.39%
o JE 1 W XErfEENER
Zhang International Investment Ltd.“ Beneficial owner 303,462,119 6.39%
REKBBRKRERR DA ERBEAA
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REPORT OF THE DIRECTORS (CONTINUED)

Notes:

(1 As at 30 June 2022, Mengniu Dairy held 99.95% interest in China Mengniu
International Company Limited (“Mengniu International”], which directly
held the relevant 2,422,117,713 Shares.

(2) On 6 May 2022, Mengniu Dairy and Danone Asia Baby Nutrition Pte.
Ltd. ("Danone Asia”) entered into a sale and purchase agreement,
pursuant to which Danone Asia conditionally agreed to sell, and Mengniu
Dairy conditionally agreed to acquire (or procure the acquisition of],
1,186,390,074 Shares, subject to the terms and conditions therein.

(3) As at 30 June 2022, Danone SA 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
1,186,390,074 Shares.

(4) As at 30 June 2022, Zhang International Investment Limited was held as to
35.06% by Vanguard International Investment Co., Ltd, which was in turn

wholly owned by Mr. Zhang Yangui.

(5) All the above Shares were held in long position (as defined under Part XV
of the SFO).

(6) The total number of issued Shares as at 30 June 2022 was 4,745,560,296.

Save as disclosed above, as at 30 June 2022, the Directors
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 pre-IP0O 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.

ETEREE

B 3

(1) M2022F6A308  SHIAEFAFERFER
BRARTRFERR] #999.95% # - MK 4
HEEESEBB2422117,7T13B K G -

(2) 720229 5H68 » R4 % % ©Danone Asia Baby
Nutrition Pte. Ltd. ([ZBETZM DI —BEEH
FOBRYE EZERTNEAERGERELE MER4F
FLEB G R EUWE (SR U HE)1,186,390,074
BEAZD - MAETZIBENER RGN -

(3) 20224 6A30H © = B SA ¥ A Danone
Baby and Medical Nutrition BV #)100% # # -
Danone Baby and Medical Nutrition BV # &
Nutricia International BVA)100% # &= ° Nutricia
International BV A Ea M E100%Ezm - M
FERREMNEEFHE A ,186,390,074 KD °

(4) M2022%F 6A30H ' Vanguard International
Investment Co., LtdF BARKBEKRKREER A
7] #)35.06% # % - i Vanguard International
Investment Co., LtdRIEHREE X2 EHA ©

(5) NEMBROABHE(EEREHFRBE KA
FEXVER) o

(6) M2022F6A308 A AR BEITRNDEHR A
4,745,560,296 0% -
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The Share Option Scheme expired on 1 November 2020, after
which no further option was granted or offered. As at 1 January
2022 and 30 June 2022, there was no outstanding option granted
by the Company.

PHANTOM SHARE INCENTIVE SCHEME

To motivate the employees to maximize the value of and share
the results with the Company in order to achieve sustainable
development of the Group, the Company adopted the Phantom
Share Incentive Scheme on 15 July 2020 for certain key
management team, middle and senior management personnel
and key personnel who have a material influence on the
operating performance and sustainable development of the
Company (the “Incentive Recipients”).

The Phantom Share Incentive Scheme does not involve the grant
of options over new shares or other new securities that may be
issued by the Company (or any of its subsidiaries) and therefore,
it does not fall within the ambit of, and is not subject to, the
requirements under Chapter 17 of the Listing Rules.

The Phantom Share Incentive Scheme shall be valid for a period
of 10 years commencing from the effective date of the Scheme
(the “Effective Period”). The Board could terminate the Scheme
before the expiry of the Effective Period if the Board considers
it necessary. The total number of Phantom Shares to be granted
under the Effective Period shall not exceed 474,556,029 Shares.
The Incentive Recipients do not own any shares, nor enjoy voting
rights or allotment rights of the shares. Phantom Shares cannot
be transferred or used as security or for repayment of debts.

On 15 July 2020, the Board approved the initial grant of
59,660,700 Phantom Shares under the Scheme. On 15 July 2021
and 15 July 2022, the Board approved the grant of 62,619,900 and
47,232,800 Phantom Shares under the Phantom Share Incentive
Scheme, respectively.

For further details of the Phantom Share Incentive Scheme and
the grant of Phantom Shares on 15 July 2020, 15 July 2021 and
15 July 2022, please refer to the announcements issued by the
Company on 16 July 2020, 15 July 2021 and 15 July 2022.
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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 Euro,
Australian dollars, US dollars, New Zealand dollars and Hong
Kong dollars.

PLEDGED ASSETS

As at 30 June 2022, the Group has pledged bank deposits and
other current assets in aggregate of approximately RMB57.3
million.

LIQUIDITY AND CAPITAL RESOURCES

As at 30 June 2022, 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 and
amounted to RMB1,903.9 million in aggregate (31 December
2021: RMB2,679.9 million), representing a decrease of 29%. The
decrease was mainly due to the Group’s strategical stocking
occupying part of the operating capital.

OPERATING ACTIVITIES

For the six months ended 30 June 2022, the Group’s net cash
outflows from operating activities amounted to RMB822.5
million (six months ended 30 June 2021: net outflows of
RMB504.8 million). Net cash outflows from operating activities
increased from that of the same period of last year, which was
mainly due to the working capital used for strategical stocking
in order to cope with the risk of material price increases.

INVESTING ACTIVITIES

For the six months ended 30 June 2022, the net cash inflow
used in investing activities amounted to RMB229.3 million (six
months ended 30 June 2021: net outflows of RMB516.4 million).
The decrease in net cash outflows from investing activities as
compared to the same period of last year was mainly due to the
increased project expense from the investment in Yashili New
Zealand incurred during the same period of last year.
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FINANCING ACTIVITIES

For the six months ended 30 June 2022, the net cash inflows
generated from financing activities amounted to RMB195.4
million (six months ended 30 June 2021:
RMB530.6 million). The decrease in net cash inflows from
financing activities as compared to the same period of last year

net cash inflows of

was mainly attributable to the repayment of interest-bearing
loans when they fell due.

INTEREST-BEARING BANK AND OTHER
BORROWINGS

As at 30 June 2022, the Group’s interest-bearing bank and other
borrowings amounted to RMB510.8 million (31 December 2021:
RMB320.8 million). As at 30 June 2022, the total equity of the
Group amounted to RMB5,325.3 million (31 December 2021:
RMB5,528.1 million],
bearing bank and other borrowings at period end divided by
total assets) was 7.4% (31 December 2021: 4.4%). The capital
structure of the Group is reviewed by the Board annually,

and debt to assets ratio (total interest-

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 2022 to 30 June 2022,
the Company has complied with all code provisions (“Code
Provisions”] set out in Part 2 of the Corporate Governance Code
as set out in Appendix 14 to the Listing Rules, except for the
deviation from Code Provision C.2.1 as explained below.

Code Provision C.2.1 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.
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The positions of Chairman and Chief Executive Officer ("CEQ")
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.

BOARD OF DIRECTORS

During the period from 1 January 2022 to 30 June 2022, 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 2022 to 30 June 2022,
the Board of the Company comprises eight members, three of
whom are independent non-executive Directors. Therefore, Rule
3.10A has been duly complied with by the Company during the
said period.

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

Save that Mr. Lee Kong Wai Conway, an independent non-
executive Director of the Company, has retired as an
independent non-executive director of WH Group Limited (a
company whose shares are listed on the main board of the
Stock Exchange, stock code: 288) with effect from 1 June 2022,
there are no changes in the directors’ biographical details since
the date of the 2021 annual report of the Company, which are
required to be disclosed pursuant to Rules 13.51(2) and 13.51B(1)
of the Listing Rules.
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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 2022.

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 2022.

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 CEQO’s Office, when necessary
in accordance with the Code Provisions.
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REPORT OF THE DIRECTORS (CONTINUED)

AUDIT COMMITTEE

As at the date of this report, 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 2022, 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 auditor of the Company, KPMG, have
reviewed unaudited interim results for the six months ended 30
June 2022 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 2021 Annual Report.

On behalf of the Board
Jeffrey, Minfang Lu
Chairman

Hong Kong, 24 August 2022
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS

aftEEx

for the six months ended 30 June 2022 — unaudited #{Z&2022F6A30H It~ A — K& FE %
(Expressed in Renminbi (‘RMB”)) (LA A R# %I ’R)

Six months ended 30 June

B E=6A30H 1L NEA
2022 2021
20224 20214
Note RMB’000 RMB'000
B 2 AR T ARET T
Revenue B A 4 1,886,689 2,156,869
Cost of sales 8B K A 6 (1,290,038) (1,341,602
Gross profit EH 596,651 815,267
Other income and gains H U A KW 5 4 44,634 30,154
Selling and distribution expenses HERLHT N (618,259) (662,121)
Administrative expenses TR (117,679) (120,534])
(Provision)/reversal of impairment % &l & & i B % 18 %k
of financial assets, net (3t18) # [ (2,694) 3,528
Other expenses and losses HEmEXZMIE L 5 (45,621) (42,250)
Finance income B %5 0 A 31,704 39,125
Finance costs B %5 B AN (34,624) (19,368)
(Loss)/profit before tax BRBLAT(EE) RA 6 (145,888) 43,801
Income tax (expense)/credit Fr8fi (B m), &R 7 (13,180) 349
(Loss)/profit for the period THBEREAH
attributable to owners of the BEEBEANES
parent B),/ %A (159,068) 44,150
(Loss)/earnings per share BR(EE)BF 9
Basic and diluted BN IR
(RMB cents) (ARED) (3.4) 0.9

The notes on pages 57 to 82 form part of this interim financial 2572 £82BM WX B A+ Y K H KR W
report. — D e
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

\ P

for the six months ended 30 June 2022 — unaudited #{Z£2022F6H30H IE /<~ A — K& FE %
(Expressed in RMB) (A A RE I 7R)

Six months ended 30 June

HZEZ6H30H 1L A1E A
2022 2021
2022F 20214
RMB’000 RMB’000
AR¥T AR® T
eeolfmeiiforfieparted AMBR) wmA (159068 I
Other comprehensive income for the AHEHMEE WS
period (after tax) (Br % %)
ltems that may be reclassified to profit HEAEFHIBEEERN
or loss in subsequent periods: BHH:
Exchange differences on translation BREBINEBOER
of foreign operations Zi (43,388) (68,591)
Other comprehensive income for the B EHMBEE KR
,,,,, e R (43,300) R
Total comprehensive income for the THEEWEAE
period (202,456) (24,441)

The notes on pages 57 to 82 form part of this interim financial 572 82BN WX B A+ Y K H KR W
report. —HD e
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
B AR &

at 30 June 2022 — unaudited 2022F6A30H — K& T %

(Expressed in RMB] (A A R# %I 7R)
30 June 2022 31 December 2021
20225 6H308 2021412 A831H
Note RMB’000 RMB’000
Bt 5% ARET T ARBFT
Non-current assets EFRBEE
Property, plant and equipment ME - BENRE 10 1,450,993 1,538,718
Construction in progress TEEIR 11 21,228 20,318
Investment properties "EYE 12 61,891 62,508
Right-of-use assets CRAEEE 94,321 93,165
Intangible assets BEEE 138,167 145,532
Goodwill EES 13 991,236 991,236
Deferred tax assets BEERIBEE 374,684 382,369
Long-term bank deposits REIR 1T K 20 354,343 370,558
Debt investments measured at NS KA EME
amortised cost B 14 - 24,532
Prepayments, other receivables AR FRIE - E At B I
and other assets RENEMEE 17 117 1,011
Total non-current assets IRBEELE 3,486,980 3,629,947
Current assets REBEE
Inventories FE 15 1,231,435 815,970
Trade receivables B 5 W K 16 453,119 414,730
Prepayments, other receivables TEATRRIE - Efth fE U
and other assets RIE R HAMEE 17 125,545 107,519
Debt investments measured at DAk 8 AK K 5T E W
amortised cost BHERE 14 25,074 =
Other current financial assets BRI emEE 18 20,000 93,865
Derivative financial assets MTELMEE 19 —_ 1,901
Pledged deposits REBEEST K 20 55,000 90,354
Cash and bank balances e &RITE B 20 1,474,603 2,125,047
Total current assets RBEEHAR 3,384,776 3,649,386
Current liabilities IR
Trade and bills payables B5RNRAREE 21 475,546 813,885
Other payables and H fth fE 1~ RIE K
accruals FEEt &M 22 483,372 569,228
Interest-bearing bank and other FEBRITR
borrowings H i 18 5K 23 410,844 320,758
Derivative financial liabilities METRBRE 19 26,188 407
Lease liabilities HEAE 8,677 6,575
Tax payable FEAS B 1B 1,065 92
Total current liabilities REBAEHAE 1,405,692 1,710,945
Net current assets REBEEFEHE 1,979,084 1,938,441
Total assets less current HwEER
liabilities REEE 5,466,064 5,568,388
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION (CONTINUED)

SO AR R (8)
at 30 June 2022 — unaudited 20228 6A30H — K& E %
(Expressed in RMB) (LA A R# %51 7R)

30 June 2022 31 December 2021
M2022%F6H30H 202112 H31H

Note RMB’000 RMB'000
B 7 AR T T ARBET T
Non-current liabilities EkFBEE
Interest-bearing bank and other FEBRITR
borrowings E e3¢ 23 100,000 =
Deferred income IR JE U = 9,552 10,074
Lease liabilities HEBE 7,454 7,220
Deferred tax liabilities ELERIBBE 23,735 23,035
_Total non-current liabilities - *r@amesr 000 140741 40,329
Net assets EEFE 5,325,323 5,528,059
EQUITY BE &
Equity attributable to owners of HERBATRER
the parent BA
Share capital f% A 399,352 399,352
Reserves i 1 4,925,971 5,128,707
Total equity e 5,325,323 5,528,059

Approved and authorised for issu

e by the board of directors on A2022F8F24H EE = # E L R E T

24 August 2022. o
Mr. Yan Zhiyuan Mr. Zhang Ping
BEELE REELE
Director Director
EF EF

The notes on pages 57 to 82 form part of this interim financial 572 £82BM WX B A+ B K H K W

report.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
BOHERSER

for the six months ended 30 June 2022 — unaudited #{Z&2022F6A30H IE/~ Al A — K& FE %
(Expressed in RMB] (A A R# %I 7R)

Share

option

reserve/

Capital PRC Other share

Share Share redemption  statutory capital award Translation Contributed Merge Retained

capital ~ premium reserve reserves reserve reserve reserve surplus reserve earnings Total equity

BRER

RHE®E wEXE HbtEx  H/RH
kA RGEE 1] e B RBEE EXGE E4RK ASHEE REERRN  ERAY
RMB'000 RMB’000 RMB’000 RMB'000 RMB'000 RMB’000 RMB'000 RMB'000 RMB'000 RMB’000 RMB'000
ARETR ARBTRT ARMTR ARBTRT ARMTR ARBTRT ARMTR ARBTT ARMTR ARETR ARMTR

[note 24)
(Frek2s)
Asat1January 2022 12022F1A18 399,352 3,845,616 818 194,690 (44,615) 19,562 (93,074) 1,367,204 (850,504) 689,010 5,528,059
Loss for the period AEER - - - - - - - - - (159,068) (159,068
Other comprehensive A Hi £
income for the Selia
period - - - - - - (43,388) - - - (43,388)
Total comprehensive ~ AH&5 &
income for the [ie:0x
period - - - - - - (43,388) - - (159,068) (202,456
Share option and R R R
share award A
arrangements** - - - - - (280) - - - - (280)
As at 30 June 2022 20225
6A30H 399,352 3,845,616* 818* 194,690% (44,615)* 19,282*  (136,462)*  1,367,204*  (850,504)* 529,942* 5,325,323
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (CONTINUED)
SOEREER(E)

for the six months ended 30 June 2022 — unaudited #;£2022F6H30B E/NAA — AL EX
(Expressed in RMB) (LA A R# %51 7R)

Share

option

reserve/

Capital PRC Other share

Share Share redemption  statutory capital award Translation Contributed Merge Retained

capital premium reserve reserves reserve reserve reserve surplus reserve earnings  Total equity

BRER

RihEE  dEEE  HEtEX  B/RA
RA  BROEE 1 1 e RBEE EXRE EHR% AHER  REBRT  BEREH
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARETR ARBTT ARETR ARETT ARBTI ARMTR ARBTT ARETR ARBTT AR%T:R

[note 24)
(Hyek2s)

Asat 1 January 2021 R2021F1 818 399,352 3,845,616 818 187,901 (44,615) 18,922 21,261 (850,504) 1,367,204 777,162 5,723,117
Profit for the period A5 & I - - - - - - - - - 44,150 44,150
Other comprehensive A Hi £

income for the Sels:

period:
Exchange differences  JMEHRZ T E

on translation £

of financial

statements - - - - - - 68,591) - - - 68,591)
Total comprehensive A Hi &4

income for the E-E L

period - - - - - = (68,591) - - 44,150 (24,441)
Share option and R BERRE

share award b UEE

arrangements** - - - - - 577 - - - - 577
Liquidation of a BE—

subsidiary WEAR - - - - (56 - - = - - (56)
As at 30 June 2021 M021F

6A30H 399,352 3,845,616* 818* 187,901* (44,671)* 19,499* [47,330)*  (850,504)*  1,367,204* 821,312 5,699,197

* These reserve amounts comprise the consolidated reserves of * ZEHFELEMAK202F6A308AHFBKMRNE
RMB4,925,971,000 (30 June 2021: RMB5,299,845,000) in the consolidated A A R #4,925,971,0007T (202146 A30H -
statement of financial position. A R #5,299,845,0007T) °

** 0On 5 June 2019 and 22 May 2020, China Mengniu Dairy Company Limited ** FA2019F 6 A5H M2020F58228 - A B = 4 9L ¥

(“Mengniu Dairy”), the Company’s ultimate holding company, cumulatively ERAR(EHIAE]D  ARBZHREERRAT -
granted 230,794 units of shares and 1,038,650 units of share options under BREEREHERREMNDAEIRARAESTR
its share award scheme and share option scheme, respectively, to the B AB REH ¥ H230,7940% A% 5= 711,038,650 A% EA
Company’s directors and the management of the Group for the purpose of B ARATBRSRLEBRINELEMNEZ A
providing incentives and rewards to eligible participants who contribute ERHHBERED - JNREERUNLRZHER
to the success of Mengniu Dairy. The amount represented the fair value AR B B B =2022F 6 A30AM R A BE BN -

amortisation of these share options and share awards at 30 June 2022.

The notes on pages 57 to 82 form part of this interim financial 572 FQ2EWMW T B AT HH HERE D
report. —HD e
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
S HIRERER

for the six months ended 30 June 2022 — unaudited #{Z&2022F6A30H IE/~ Al A — K& FE %
(Expressed in RMB] (A A R# %I 7R)

Six months ended 30 June

HZE6A308 1L N1E A
2022 2021
20224 20214
Note RMB’000 RMB’'000
B 5 AR¥T AREBTT
Cash flows used in operating RETEHFIANES
activities wE (817,644) (504,789)
Income tax paid EREERH (4,896) =
Net cash flows used in operating RESER AN
activities REREFH (822,540) (504,789)
Cash flows from investing activities REFBHEEH
RERE
Purchases of items of property, BEVME BRELXRE
plant and equipment and MEWEE
intangible assets (5,610) (4,273)
Additions to construction in EIREIBBEREM
progress (37,268) (92,753)
Decrease/(increase) in long-term  EHIRITHER W R L~
bank deposits (3 n) 16,215 (62,673)
Purchases of debt investments BEUNERKAGE
measured at amortised cost B fE R E - (23,993)
Purchases of other financial assets B EH#i £ @& & (20,000) (537,060)
Proceeds from disposal of other HEAMESmEE
financial assets Ffr 15 5018 - 123,678
Decrease in bank deposits with REBE A=A L
original maturity of more than B 4R 17 17 AR 2
three months, net F R 252,116 174,451
Increase in pledged time deposits 2 & ¥ & Hi 17 X &Y
20 — (104,433)
Other cash flows generated from HiREBZHEENHE
other investing activities I8 &R E 23,826 10,684
Net cash flows from/(used in) REFEBEE(FTA)
investing activities NEELFEHE 229,279 (516,372)
Cash flows from financing activities B EEFBE LK
HeERE
Proceeds from bank loans RITEFK P15 HIA 383,934 933,450
Repayment of bank loans EEBRTER (193,848) (287,356)
New bank deposits pledged for bank E2 4R 17 & X #8 BF 09 1K
loans 77 X0 I8 AN (55,000) (124,000
Release of bank deposits pledged  E2 3R 17 & X 48 B8 A9 &
for bank loans HA 4K 40 17 SRR 70,000 30,000
Other cash flows used in other ARAEMEEREEHHH
financing activities fth3H & n & (9,735) (21,489)
Net cash flows from financing METHELEN
activities REREFHE 195,351 530,605
Net decrease in cash and cash HEeRASEEBYR D
equivalents = (397,910) (490,556)
Cash and cash equivalents at the HNESRRESEEY
beginning of period 20 1,529,931 1,818,288
Effect of foreign exchange rate EXgnHESERS
changes, net SEYNRERH (418) (14,756)
Cash and cash equivalents at the HARESRBESEEY
end of period 20 1,131,603 1,312,976

The notes on pages 57 to 82 form part of this interim financial Z857F F82E MW B AT B KKK M
report. —#o
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT

(Expressed in RMB unless otherwise indicated)

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.0. Box 2681, Grand Cayman
KY1-1111, Cayman Islands.

The Company and its subsidiaries (collectively referred to
as 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 China Mengniu Dairy Company Limited (“Mengniu
Dairy”).

BASIS OF PREPARATION AND CHANGES IN
ACCOUNTING POLICIES AND DISCLOSURES

2.1 Basis of preparation

The interim financial report has been prepared in
accordance with the applicable disclosure provisions of
the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited, including compliance
with International Accounting Standard (“IAS”) 34, Interim
financial reporting, issued by the International Accounting
Standards Board (the “IASB”). It was authorised for issue
on 24 August 2022.

The interim financial report has been prepared in
accordance with the same accounting policies adopted
in the 2021 annual financial statements, except for
the accounting policy changes that are expected to be
reflected in the 2022 annual financial statements. Details
of any changes in accounting policies are set out in Note
2.2.

The preparation of an interim financial report in
conformity with IAS 34 requires management to make
judgements, estimates and assumptions that affect the
application of policies and reported amounts of assets
and liabilities, income and expenses on a year to date
basis. Actual results may differ from these estimates.
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20106 ABE IR BER EH B RAIZESR
REWNFE=ZH 0 &&HRIE
FERESEESETMKN L AEREER
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT (CONTINUED)
RACEL P H T 3R ML (88)
(Expressed in RMB unless otherwise indicated) (BB AR © €8I A RE T R)

2 BASIS OF PREPARATION AND CHANGES IN 2 HRBER  EHEERERETE
ACCOUNTING POLICIES AND DISCLOSURES (48)
(Continued)

20 REERE ()

2.1 Basis of preparation (Continued)

This interim financial report contains consolidated
financial statements and selected explanatory notes. The
notes include an explanation of events and transactions
that are significant to an understanding of the changes
in financial position and performance of the Group since
the 2021 annual financial statements. The consolidated
interim financial statements and notes thereon do not
include all of the information required for a full set of
financial statements prepared in accordance with all
applicable International Financial Reporting Standards
(“IFRSs™).

The interim financial report is unaudited, but has been
reviewed by KPMG in accordance with Hong Kong
Standard on Review Engagements 2410, Review of interim
financial information performed by the independent
auditor of the entity, issued by the HKICPA. KPMG's
independent review report to the board of directors is
included on page 83.

The financial information relating to the financial year
ended 31 December 2021 that is included in the interim
financial information as comparative information does
not constitute the Group’s statutory annual consolidated
financial statements for that financial year but is derived
from those financial statements. Statutory financial
statements for the year ended 31 December 2021 are
available from the Company’s registered office. The
predecessor auditor of the Company has expressed an
unqualified opinion on those financial statements in their
report dated 30 March 2022.

2.2 Changes in accounting policies and disclosures

The IASB has issued the following amendments to IFRSs
that are first effective for the current accounting period
of the Group:

e Amendments to |AS 16, Property, plant and equipment:
Proceeds before intended use

e Amendments to |IAS 37, Provisions, contingent
liabilities and contingent assets: Onerous contracts —
cost of fulfilling a contract

58 YASHILI INTERNATIONAL HOLDINGS LTD
INTERIM REPORT 2022

AP BEREEEEETBHREK
METEENBRENZE MHEERE
HEBRAKEEB201FEHBRE
VA 2R B9 B 75 5k L B K 3K 48 R IR BE
BEZNEHEXINERE - KA
M HmRRENENSRERECER
MBREEADRRCBUHRERA
RENEHMEH -

KNAHBBRE®REEZ BE
HESHESTMEEMERE S S
A A AT EMGANCE B ERHER)
F26105 — [E A8 7 1% 2 A0 &
PR EEREMIETTER -
ESReAMEEMRESTENE
VEBRESHNESIH °

EH F2021F 128318 L EA B
BIEEATHEERERNEALE
ERBOTEER  WAEKARDT
ZEENEZEEEAHUBHRE
BEREEZEYHERER A28 H
E2021F12A3MB I FE®ETFE U
HERAAM AR EMEER - XA F
/) AT 1T 4% 2K BP 2 2022438308 &t
ZHBEmMERELHGTSE  BRERE
=

LB RNBEZEE

RERTEREESHM TAT H(HE
PR R EER)ER - ELBR]
EREEENMN S BEEREN:

s KBBREERDER[YE - B
ERZREINER] : Z2BELH
A & BT BR 13 7 K 25

o (BIFREFERDFEITHRIER - 2
BREMEBFEEINER BB
BH — &R JE R K



NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT (CONTINUED)

(Expressed in RMB unless otherwise indicated])

2 BASIS OF PREPARATION AND CHANGES IN

ACCOUNTING POLICIES AND DISCLOSURES
(Continued)

2.2 Changes in accounting policies and disclosures
(Continued)

None of these developments have had a material effect
on how the Group’s results and financial position for the
current period have been prepared or presented in this
interim financial report. The Group has not applied any
new standard or interpretation that is not yet effective for
the current accounting period.

OPERATING SEGMENT INFORMATION

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

(a) 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, finance income, finance
costs (other than interest on lease liabilities) and 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 financial report.

RAGE P H 3R & M =t ()
(BR=EmEN  ERAARESIT)

2 REER SR EREEEE

(#&)

28 RMBEZEE(R)

HEETY RS ASEEARNS Y
BHREARBERINREPH X
BEMBARARANTAELEERTE -
REBES RFEREMMNE S HHE
EENER SRR a

EESBEH

AEBRBEEMMRBEELE D HBE
To8 KBTI MER RELEDE -

@l PMEMR — ZDMEREFBERE
SN REREEDHEM °

(b) Kb I EmMR — R D MEEEEM
HEER -

) AFHEM — ZDMEHERE  RE
REEGIDH  ABRERER °

d EMEBIECRFEERARRMH
REFENT - ZEXHNEEHN[H
fll | — 48 °

RERESBEAMGEDBERE RS E
BR SRTHREEEKGREIZ
HBoMEMINGFTECGEINRAREHSE
PR TN R] 2 0 3K B RS SR X)) R AT
MEENHNRRE - AEETSIEEM
WA R M A - B R AR
HERBEOMB)ARTA S #EH
AXERXOIEESHT REARSR
TREBABYTERA LB DE
BREEEDMRFBERR - HRA
SETEETHMSRTHRERE ABER
DHMEERAE At LEFHPHH
BENLEZ2INAZHBHAEERAE
B &Y -

BITAEERERERAE
R HA 3R 452022

59



NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT (CONTINUED)

RACEL P H T 3R ML (88)
(Expressed in RMB unless otherwise indicated) (BB BT + £ BUA R R)

3 OPERATING SEGMENT INFORMATION 3 BESWIHE(E)
(Continued)

For the six months ended 30 June 2022
HZE2022F6H3081EREA

Other milk
Milk powder powder Dissolvable
products products products Others Total
Hit
BRER MBRER HRER Hitt CE

RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARBTR AR%TR AR®TR ARBTR ARETxR

Segment revenue k3 O
Sales to external customers HETIHEEP 1,538,305 235,509 85,158 27,7117 1,886,689
Intersegment sales DEEHE - 40,621 - - 40,621
1,538,305 276,130 85,158 27,7117 1,927,310
Elimination of intersegment KN HEEE
sales — (40,621) — — (40,621)
Revenue TGN 1,886,689
Segment results PHES (31,933 1,753 7,455 1,117 (21,608)
Finance income B 5 W A 31,704
Finance costs (other than FERA(TEERE
interest on lease liabilities) BENFSTH) (34,275)
Other income and gains Hp WA K &= 44,634
Unallocated other expenses APEHEMTH (166,343)
(145,888)
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT (CONTINUED)

AR AR 2 A P B B R o P A ()
(Expressed in RMB unless otherwise indicated) (BB BT + £FBUA R R)

3 OPERATING SEGMENT INFORMATION 3 BESWIHE(E)
(Continued)

For the six months ended 30 June 2021
HZ2021%6A8308 1L~ 1A A

Other milk
Milk powder powder  Dissolvable
products products products Others Total
it
NHER DHER HHEEM Hit At

RMB'000 ~ RMB'000 ~ RMB'000  RMB'000  RMB'000
ARBTTE ARBTR AREBTT ARBTT ARBTR

Segment revenue k3 O
Sales to external customers HETIHEEP 1,861,602 149,874 91,078 54,315 2,156,869
Intersegment sales DEEHEE = 35,883 = = 35,883
1,861,602 185,757 91,078 54,315 2,192,752
Elimination of intersegment KN HEEE
sales - (35,883) — - (35,883)
Revenue TGN 2,156,869
Segment results PHES 126,392 IWATA 15,842 6,498 153,146
Finance income B A 39,125
Finance costs (other than FERA(TEERE
interest on lease liabilities) BEMNFSIE) (19,041)
Other income and gains Hit A R s 30,154
Unallocated other expenses AOEHEMTH (159,583)
43,801
4 REVENUE, OTHER INCOME AND GAINS 4 IF A Hit A Rk &
An analysis of revenue is as follows: WADHEAT
For the six months ended 30 June
B Z6HA30BLXEA
2022 2021
20224 20214
RMB’000 RMB’'000
ARET ARET T
Revenue from contracts with RBEEEFTALSE
customers LN
Disaggregated by major products of BREEEMNRKER
service lines: SR
Sale of goods 5 & B m 1,885,689 2,139,772
Consigned processing services XEER IR 1,000 17,097
1,886,689 2,156,869
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT (CONTINUED)
RACEL P H T 3R ML (88)
(Expressed in RMB unless otherwise indicated])

(BRmBFEN  SBRAAREIITR)

4 REVENUE, OTHER INCOME AND GAINS L6 KA Hthik A R Us & (48)

(Continued)

EEEERITISAKA

Revenue from contracts with customers

i) W AEBBA:

(i) Disaggregated revenue information:

AT EMRAREKEREFA
YA RKADEBEEB A :

Set out below is the reconciliation of the revenue from
contracts with customers to the amounts disclosed in the
segment information:

For the six months ended 30 June 2022
HE2022F6H3081EREA

Other milk
Milk powder powder Dissolvable
products products products Others Total
H fte 415
MBEm BER HAEm Hit &t
RMB’000 RMB’000 RMB’000 RMB'000 RMB’000
ARBTRT AR®TR AR®TR AR®TRT AR®T:R
Segment 2
Types of goods or services EmR®% g5
Sale of goods HEHMm 1,538,305 235,509 84,158 27,7117 1,885,689
Consigned processing RERMIRE
services - - 1,000 - 1,000
Total revenue from contracts KEEEFIT AR
with customers WA @ 1,538,305 235,509 85,158 27,17 1,886,689
Geographical markets & T iE
— disaggregated by - REPHME
geographical location of i EDH
customers
Mainland China 2N 1,534,986 169,782 85,158 27,7117 1,817,643
Overseas 8 5 3,319 65,727 - - 69,046
Total revenue from contracts  KEEARFFI AR
with customers WA @ 1,538,305 235,509 85,158 27,7117 1,886,689
Timing of revenue LON 431
recognition
Goods transferred ata point ~ REEZEEY
in time 1,538,305 235,509 84,158 27,117 1,885,689
Services transferred at a P B B 5T K PR 75
point of time — - 1,000 — 1,000
Total revenue from contracts  REERFFI VAR
with customers LON:E] 1,538,305 235,509 85,158 27,7117 1,886,689
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT (CONTINUED)
R AT AL AP S B 8 3 5 P o )
(RBEMES  SBUAREIIT)

(Expressed in RMB unless otherwise indicated])

4 REVENUE, OTHER INCOME AND GAINS L6 I A Hthik A R Us & (48)

(Continued)

EEEERITISAA ()

Revenue from contracts with customers (Continued)
(i) Disaggregated revenue information: (Continued) i) WAEEAA: (B&)

For the six months ended 30 June 2021
BE2021F6A308 1L~ EA

Other milk
Milk powder powder  Dissolvable
products products products Others Total
Bt
MPER M E M REEM Hit =X
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETRT ARE®ETT AR®TRT ARETR
Segment 2
Types of goods or services Emk®ER
Sale of goods HERm 1,861,602 149,874 91,078 37,218 2,139,772
Consigned processing RERMIRHB
services — — — 17,097 17,097
Total revenue from contracts KELEFII VAR
with customers L ONE: 1,861,602 149,874 91,078 54,315 2,156,869
Geographical markets &5
— disaggregated by - REPHME
geographical location of fLED R
customers
Mainland China B K B 1,821,536 — 91,078 38,711 1,951,325
Overseas R 40,066 149,874 - 15,604 205,544
Total revenue from contracts KEBEFIIVAR
with customers L ONE: 1,861,602 149,874 91,078 54,315 2,156,869
Timing of revenue WA R
recognition
Goods transferred at a point ~ REHXEEY
in time 1,861,602 149,874 91,078 37,218 2,139,772
Services transferred at a P B 2 ST A IR 7S
point of time - — — 17,097 17,097
Total revenue from contracts KIEEEFIT AR
with customers L ONE 1,861,602 149,874 91,078 54,315 2,156,869
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT (CONTINUED)

R AS AL AR Y ()

(Expressed in RMB unless otherwise indicated) (& % & B35 5

4 REVENUE, OTHER INCOME AND GAINS
(Continued)

Revenue from contracts with customers (Continued)

(ii) An analysis of other income and gains is as follows:

THEUARKIITR)

4 WA - FEfthir A R Y& (#8)

EEEERITISRAKA ()

(i) A RS DT

For the six months ended 30 June

B ZE6H30BLLAEA
2022 2021
2022%F 20214F
RMB’000 RMB’000
AR T ARBTF T
Other income and gains Eofh e A R W a
Gross rental income from KREMEKERENR
investment property operating WA
leases
— Income relating to fixed lease — EEMHEEKA
payments 5,990 4,649
Exempted accounts payable X A B FE 1T AR K 732 7,096
Government grants AT %6 B
— Compensation for expenses —HEEEXH®
incurred wHiE 10,621 213
— Compensation for acquisition of —HBEEED
assets e 522 —
— Tax refunded — R 969 776
Net gain on disposal of non-current & & JER B & = 0 )F
assets I &= 23 —
Foreign exchange gains, net PE X Wz %5 2,633 10,553
Service income (Note) Rk 7 W A (5) 11,284 -
Others H 11,860 6,867
44,634 30,154
Note: At

The Group entered into a service contract with a subsidiary of Mengniu
Dairy to provide a series of services.
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT (CONTINUED)

AR AE A% A B R R 5 Y o ()

(Expressed in RMB unless otherwise indicated) (BB BT + £FBUA R R)
5 OTHER EXPENSES AND LOSSES 5 HfhpZfiR %
For the six months ended 30 June
B Z6A30A 1L <A A
2022 2021
2022 20214
RMB’000 RMB'000
ARET ARET T
Write-down of inventories FEKELHE 36,891 37,311
Net loss on disposal of inventories REFEEERFEE 278 1,132
Donations =R 557 454
Net loss on disposal of non-current REFRBDEENERE
assets 5 — 375
Others HAth 7,895 2,978
45,621 42,250
6 (LOSS)/PROFIT BEFORE TAX 6 ﬁ*ﬁﬁﬁ(ﬁrﬂé)/iﬁ*“

The Group's (loss)/profit before tax is
charging:

arrived at after

AEBEMRBA(BER),EMNTDENE
THEREAEMRS:

For the six months ended 30 June

BZ6A30H L@ A
2022 2021
20224 20214
RMB’000 RMB’000
AR T ARET T
Cost of goods sold B m iH & KA 1,289,178 1,329,659
Cost of consigned processing services 52 & il T B A 860 11,943
1,290,038 1,341,602
Depreciation of items of property, M- BEMIZEE
plant and equipment 54,720 63,452
Depreciation of investment properties RE ¥ EIT&E 2,258 1,902
Amortisation of intangible assets | EE 10,000 9,525
Depreciation of right-of-use assets EREEENE 4,943 5913
Amortisation of other non-current HEMIERDE EHH
assets 894 946
Total depreciation and amortisation eEX#HEARE 72,815 81,738
Employee benefit expense (excluding BEBME(TBEESE
directors’ and chief executive’s FEBITHAEN
remuneration): )
Wages, salaries and allowances I& - #F& kZ8 240,013 255,080
Expenses of termination benefits BEiR 1R F B X2 8,870 3,128
Pension scheme contributions BIRE T EIH & 19,049 27,761
Expenses of equity-settled share- & 4 B IR D X T
based payment X 49 1,308
267,981 287,277
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT (CONTINUED)
RACEL P H T 3R ML (88)
(Expressed in RMB unless otherwise indicated) (BB BT + £ BUA R R)

7 INCOME TAX 7 e

The major components of income tax in the consolidated FEERRAMGHHNFEERD R
statement of profit or loss are:

For the six months ended 30 June

B Z6H30R 1@ A8
2022 2021
2022 20214
RMB’000 RMB’000
AR¥T R AR® T
Current income tax BEVER P15 AR 5,869 (1,700)
Deferred income tax RIS 7,311 1,351
Tax charge/[credit) for the period FHBEER (ER) 13,180 (349)
Pursuant to the Corporate Income Tax Law of the PRC BREETEZEARRKZTKGR20074F
passed by the Tenth National People’s Congress on 16 March SRI6ABBMCREARKLMBE G ZEFR
2007 (the “Income Tax Law”), the statutory income tax rate BREIMERED  REBLZRH
of the Group’'s subsidiaries established in Mainland China BRERNHRBARINEEMEHMER
is 25%, except for Oushi Mengniu (Inner Mongonia) Dairy 25% ° IRIBFTE R FE AN E i fd 3K 5 %%
Products Co., Ltd. ("Oushi Mengniu”), which is subject to a BHRAENUBEREENRN] IK
preferential tax rate of 15%, in accordance with “The Notice TRERFIBRAEREEC AR (EH
of Tax Policies Relating to The Implementation of Western EHDZE%HEBEBEX -
China Development Strategy”.
Pursuant to the rules and regulations of the Cayman Islands BEFRESEHEREABEZEE([EEBE
and the British Virgin Islands (the “BVI"), the Company LEBSDORERER ARAREKE
and the Group's subsidiaries incorporated in the BVI are BEMNABREXBEENTFRAAREES
not subject to any income tax pursuant to the rules and BEMATEBR, &6 R B AL R E
regulations of their respective countries of incorporation. BN EMAIEH -
Hong Kong profits tax for the Group's subsidiaries REEGREBRNE QB E 20225
incorporated in Hong Kong has been provided at 16.5% for 6RABIEANEAHEBEEMNEHEE=
the six months ended 30 June 2022 (six months ended 30 VA 57 ) 1) B ER B0 ) - 32 BR16.5% (&
June 2021: 16.5%) on the estimated profits arising in Hong 2021 6H308 1L/~ @ A A : 16.5%)
Kong during the period. B EFHR -
Pursuant to the rules and regulations of New Zealand, BEFARNEEER  NEBULREH
the Group’'s subsidiaries incorporated in New Zealand are 78 B A M B A R & 22022 6A301 1t
subject to income tax at a rate of 28% during the six months 7~ 18 B B R 1% BR28% (B 220216 A30
ended 30 June 2022 (six months ended 30 June 2021: 28%). BlE/N{E B HAIM : 28%) M AT 15 &1 R 5T 8

GIRSE
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT (CONTINUED)

(Expressed in RMB unless otherwise indicated])

8 DIVIDENDS

The directors did not recommend the payment of an interim
dividend for the six months ended 30 June 2022 (six months
ended 30 June 2021: nil).

9 (LOSS)/EARNINGS PER SHARE
ATTRIBUTABLE TO ORDINARY EQUITY
HOLDERS OF THE PARENT

The calculation of the basic (loss)/earnings per share amount
is based on the (loss)/profit for the period attributable to
ordinary equity holders of the parent, and the weighted
average number of ordinary shares of 4,745,560,296 (six
months ended 30 June 2021: 4,745,560,296) in issue during
the period.

The Group had no potentially dilutive ordinary shares in issue

during the period ended 30 June 2022 (30 June 2021: nil).

The calculations of basic and diluted (loss)/earnings per
share are based on:

RAGE P H 3R & M =t ()
(BR=EmEN  ERAARESIT)

8 BB

EETEZREEE202296A30H 1E
~E A B A A BRI B (B 22021F 6 A
30H LE B AEAR : 48| -

9 BERBLATRBERSREAN(ES
iR)@#

EREXBFDRBREBEBRAS QR L@
BB ARG (ER), &MHBRASBAE
%17 E B AR A hn A 39 #04,745,560,296
i% (8 20216 A30H 1 /< @ A 8 [ :
4,745,560,296 %) 5+ & o

KEEH 22022965308 |F - #EE
OB M T @ AR 17(2021F6H308
/) o

ESREANMBE(ER),HF &8
HERWT:

For the six months ended 30 June

BZ6A30RLEAEA
2022 2021
20224 20214F
RMB’000 RMB'000
AR¥T ARBTF T
(Loss)/earnings: (B8, & :
(Loss)/profit attributable to ordinary AR E &R E AR
equity holders of the parent, used in ®E(EE) CRFE
the basic and diluted (loss)/earnings B RARIERBIFAA
per share calculations e (&), &7 (159,068) 44,150

LR BEEZERERLDA 67
R HA 3R 452022



NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT (CONTINUED)
RACEL P H T 3R ML (88)
(Expressed in RMB unless otherwise indicated) (BB BRI @ £FUA RS R)

9 (LOSS)/EARNINGS PER SHARE 9 BERBAFIEBRIFEAN(ES
ATTRIBUTABLE TO ORDINARY EQUITY R) BT ()
HOLDERS OF THE PARENT (Continued)

Number of shares

i gvig =i
2022 2021
2022F 20214
000 ‘000
F® T &
Shares: f& 17
Weighted average number of ordinary 5t & & % E A F1# 58
shares for the purpose of the basic (E518) & % Fr A &
and diluted (loss)/earnings per LB &
share calculations 4,745,560 4,745,560
10 PROPERTY, PLANT AND EQUIPMENT 109%  BEREE
30 June 2022 31 December 2021
M2022%F6HA308 72021F12H31H
Note RMB’000 RMB'000
Bt 5 AR T ARBTF T
Carrying amount at 1 January MIATBRERE 5 1,538,718 1,530,467
Additions HE 2,426 51,724
Transfer from construction in EERBEREIR
progress 11 5,985 179,971
Transfer from investment HEBREME
properties 12 2,644 —
Transfer to investment HEBEZREYE
properties 12 (4,285) (3,151)
Disposals s (759) (20,946)
Depreciation charge for the EFEWE
period/year 6 (54,720) (127,230)
Exchange realignment b % ) B (39,016) (72,117)
Carrying amount at 30 June/ M6A308 1283181
31 December HBRE & 58 1,450,993 1,538,718
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RAGE P H 3R & M =t ()
(BR=EmEN  ERAARESIT)

(Expressed in RMB unless otherwise indicated])

11 CONSTRUCTION IN PROGRESS NEEIE

30 June 2022 31 December 2021
2022 6HA30H H2021F12H31H

Note RMB’000 RMB’000
Bt 5 ARMF T AR T T
Carrying amount at 1 January MMATBERE £ 5 20,318 49,199
Additions 2 7,066 151,403
Transfer to property, plantand ®EE =¥ BE K
equipment FE 10 (5,985) (179,971)
Exchange realignment b 2 f & (171) (313)
Carrying amount at 30 June/ »6A308 128318
31 December HEERME$ 5 21,228 20,318
12 INVESTMENT PROPERTIES 2B YE

30 June 2022 31 December 2021

M2022F6H308  2021412831H
Note RMB’000 RMB’000
Bt 5 ARMF T ARBTF T
Cost: B
At 1 January ®1A18 85,317 72,265
Transfer to property, plant ERENE KBEK
and equipment B 10 (4,707) —
Transfer from property, EEAME BER
plant and equipment Biai] 10 4,987 13,052
____At30June/31 December WeA30R M2A%NB 85897 29,917
Accumulated depreciation: 2 E:
At 1 January ®1A1R (22,809) (8,341)
Depreciation charge for the E S ERTE
period/year b (2,258) (4,567)
Transfer to property, plant HEZYEX BEK
and equipment B 10 2,063 -
Transfer from property, EEAEME BEK
plant and equipment B 10 (702) (9,901)
,,,,, At30 June/31 December  _  W6AOA M2ANR_ (23700 [22,809)
Carrying amount at 30 June/ MR6A308 12A31BH
31 December BRE&E 61,891 62,508
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT (CONTINUED)
R AS AL AR Y ()

(Expressed in RMB unless otherwise indicated])

(BRmBFEN  SBRAAREIITR)

13 GOODWILL 1EHE

30 June 2022 31 December 2021
2022 6A30H H2021F12H31H

RMB’000 RMB’000
ARMF T AR T T

Carrying amount at 30 June/ M6A30H 1283188
31 December RS 991,236 991,236

As at 31 May 2016, Yashili International Group Ltd. (“Yashili
(Guangdong]”), a subsidiary of the Group, acquired 100%
equity interest in Dumex Baby Food Co., Ltd. ("“Dumex”]. The
business acquisition gave rise to goodwill of RMB718,476,000.

In 2015, Yashili (Guangdong), acquired 100% equity interest
in Oushi Mengniu, a subsidiary of Mengniu Dairy. Goodwill
amounting to RMB272,760,000 was recorded, which was
originally recorded in the book of Mengniu Dairy as a result
of Mengniu Dairy’s acquisition of Oushi Mengniu in a previous
year.

14 DEBT INVESTMENTS MEASURED AT

AMORTISED COST

M2016F5A318 @ LA HEEEFR
ARI((HETA(ER)]) AEEH—FR
MEBEA AR KEZEZENDZEERE
IRAF([% E5%1)100% X #E - 1t 18 ¥
U B8 F R B (E A R #718,476,0007T 2
R

R201545F - HEMOBER)  WETEHE
SH(RFAEN—KKBELRF)MI100%
Pt - R8T AR ¥ 49272,760,0007T £
BE - ZRERBEFERTARUE
B RFREREL -

16 LR At EMRERSE

30 June 2022 31 December 2021
720225 6H308 #K2021612831H

RMB’000 RMB'000
AR¥TF AR® T

Carrying amount at 30 June/31 M6A308 12 A31B &)
December T a2 25,074 24,532

As at 30 June 2022, the Group's debt investments were
mainly financial products purchased from bank with good
credit rating, which were classified as debt investments
measured at amortised cost, as the contractual cash flows
are solely payments of principal and interest on the principal
amount outstanding. The Group plans to hold it till maturity,
with an expected annual interest rate of 4.18%. The debt
investments were acquired with original maturity of two
years.
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AR AE A% A B R R 5 Y o ()

(Expressed in RMB unless otherwise indicated) (BB BT + £FBUA R R)
15 INVENTORIES BES
30 June 2022 31 December 2021
20225 6A30H H2021F12A31H
RMB’'000 RMB'000
AR®ET R AREET T
Raw materials JR 4 399,562 261,370
Finished goods X & 213,288 299,925
Work in progress + K 589,503 219,108
Packing materials BEME 25,843 32,366
Low value consumables EEEHER 3,239 3,201
1,231,435 815,970
16 TRADE RECEIVABLES 16 BB EBKR
30 June 2022 31 December 2021
20225 6A30H H2021F12H31H
RMB’'000 RMB'000
ARET R ARET T
Trade receivables 2 5 W 463,114 426,513
Provision for impairment & (9,995) (11,783])
453,119 414,730

The Group normally offers a credit limit and a credit term
to each of its customers which are adjustable in certain
circumstances. Trade receivables are non-interest-bearing.

An aging analysis of the trade receivables as at the end of
the reporting period, based on the invoice date and net of
loss allowance, is as follows:

AEBERERAGBUEFPFFEEER
EMEEHE  IAERFEBR THE -
B 5 e UK 3 B A RS e

BERR BRUBKBABENEZEK
REREZBHORESNOT

30 June 2022

31 December 2021

7A2022%F6A308 7202112 A31H

RMB’000 RMB'000

AR T ARET T

Within 3 months =@ AUR 354,852 365,080
3 to 6 months —@EAENMEA 95,536 46,198
More than 6 months ~E A B 2,731 3,452
453,119 414,730

The Group uses the forward-looking expected credit loss
("ECL") approach as the accounting policy for impairment
losses of trade receivables.

All of the trade receivables, net of loss allowance are
expected to be recovered within one year.

7N £ B 5% A A BE 1 69 3B H3{5 A8 R (ECL)
TERAEBHEIREFBERKN

SETER B RO o

EBEZEE R (B BREME RSB

E—FRlm -

BEFNRBEZERERQF
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R AS AL AR Y ()

(Expressed in RMB unless otherwise indicated) (BB BT + £ BUA R R)

17 PREPAYMENTS, OTHER RECEIVABLES AND

17 AFRRIT - At RIRRH A

OTHER ASSETS BE
30 June 2022 31 December 2021
720225 6H308 R20215612/31H
RMB’000 RMB’'000
AR T ARBFT
Tax recoverable T8 1~ K B B K 20,815 29,980
Prepayments of expenses AT & AR 54,522 24,671
Prepayments for purchase of raw BERMB A TEN K
materials 8,759 23,988
Advances to sales offices AR EER & 5,955 4,345
Others H A 37,748 27,683
Less: Non-current prepayments W —FA R
#ER (117) (1,011)
Impairment allowance B % (2,137) (2,137)
125,545 107,519

Except the non-current portion disclosed above, the
prepayments, other receivables and other assets are
expected to be recovered or recognised as expenses within
one year.

18 OTHER CURRENT FINANCIAL ASSETS

B BRSO - FAERAN
RE - HhEE R R EMEERAKE
—FAREXEZRSER -

18 Kt B &AL S E

30 June 2022 31 December 2021
2022 6H30H 2021412 A31H

Note RMB’000 RMB'000
B o ARET ARET T
Bills receivable fE W & (a) - 93,865
Commercial bank wealth EHERTEY
investment products =M (b) 20,000 —
20,000 93,865
Notes: Bt 3T -

(a] At 30 June 2022, the Group's bills receivable amounting to RMBNil
were measured at fair value through profit or loss (31 December 2021:
RMB93,865,000].

[b) At 30 June 2022, the Group’'s commercial bank wealth investment
products were financial products purchased from bank with good credit
ratings, which the Group measured the investment products at fair
value through profit and loss, with an expected annual interest rate of
3.50%. The investment products were acquired with original maturity of
approximately six months and were not allowed to be withdrawn prior to
the maturity date without the bank’s consent.
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT (CONTINUED)

AR AR 2 A P B B R o P A ()
(Expressed in RMB unless otherwise indicated) (BB BT + £FBUA R R)

19 DERIVATIVE FINANCIAL INSTRUMENTS VWHTEEMTA
30 June 2022 31 December 2021
2022% 6A30H 202112 A31H
Assets Liabilities Assets Liabilities
EE 8& BE A&

RMB’000 RMB’000 RMB'000 RMB’000
ARBTR AR®TR ARETIT ARBTR

Foreign currency forward EHINE S L
contracts — 26,188 1,901 407
The Group had foreign currency forward contracts with AEEREREXRRR BRI IE
a bank to manage its exchange rate risk. These forward HNE SR o R BIE AW I I TE ¥
contracts are not designated for hedging purposes and are A% TERALBEFABERITE o

measured at fair value through profit or loss.

20 CASH, BANK BALANCES AND PLEDGED 2W0HE FBTRBREERER
DEPOSITS

30 June 2022 31 December 2021
A2022%F6A308 72021F12A31H

RMB’000 RMB'000
AR T ARBTF T
Cash and cash equivalents as stated in & #fI & K £ & 75
the consolidated statement of cash RELREZEED
flow 1,131,603 1,529,931
Pledged deposits X R 89 R 177 K 55,000 90,354
Time deposits with original maturity of REZHBA =@ AN £
more than three months M T TR 697,343 965,674
1,883,946 2,585,959
Less: Short-term pledged deposits for  J& : SE1T B E 2 1R & &
banking facilities = HTF 55,000 90,354
Less: Long-term bank deposits B REIRITE K 354,343 370,558
Cash and bank balances as stated & BF B 75 K R & P )
in the consolidated statement of R e RIRITH R
financial position 1,474,603 2,125,047
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R AS AL AR Y ()

(Expressed in RMB unless otherwise indicated])

20 CASH, BANK BALANCES AND PLEDGED
DEPOSITS (Continued)

Notes:

As at 30 June 2022, the short-term bank deposits of RMB55,000,000 (31
December 2021: the long-term bank deposits amounting to RMB50,000,000
and the short-term bank deposits of RMB40,354,000) were pledged for bank
loans amounting to RMB140,000,000 and bank acceptance bills (31 December
2021: bank loans amounting to RMB120,556,000 and bank acceptance bills).

As at 30 June 2022, the bank deposits of RMBNil were pledged for banking
facilities (31 December 2021: the long-term bank deposits amounting
to RMB20,000,000 and the short-term bank deposits amounting to
RMB50,000,000 were pledged for banking facilities).

21 TRADE AND BILLS PAYABLES

An aging analysis of the Group’s trade and bills payables,
based on the invoice date or the bill issue date, as at the end
of the reporting period is as follows:

(BR=BREES

THEUARKIITR)

20 tﬂ,ﬁ) CBITRBRREERER
&

B &

HE202F6A30B1  A5EBRTERARKE
140,000,000t (2021412 A318 : A E 120,556,000
TERTELEZ MBTEHERARE
55,000,0007T & & # (20214128318 : AR 17 K 5
F R AR 50,000,000t RIRITEBAERARE
40,354,0007C A& 1) °

B E2022F6A30H 1L BRI EARITER
BEIF(Q021FRANB - LRITEHAFTRARYE
20,000,000t & R 17 5 B 77 3 A & #50,000,0007¢
BER) -

N BREEARRTRE

RFEAR AEERERZAHHE
BEEZXHENEIRENRA R ZENERE
DATR :

30 June 2022 31 December 2021
MA2022F 68308 1202112 H31H

RMB’000 RMB’000
AR T AR T T
Within 3 months =@ AR 451,178 698,714
3 to 6 months =EAZENEA 6,495 21,143
More than é months ~NE A E 17,873 94,028
475,546 813,885
Trade and bills payables are non-interest-bearing and are BORNRRERER  BEEMNBEETD
normally settled within one month to six months. B AT ERE—RBRR—ZEZ~EAA
HE o
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AR AR 2 A P B B R o P A ()
(Expressed in RMB unless otherwise indicated) (BB BT + £FBUA R R)

22 OTHER PAYABLES AND ACCRUALS R2HMEMNRIERENER

30 June 2022 31 December 2021
20225 6A30H H2021F12A31H

RMB’000 RMB'000
AR T AREEF T
Accrued expenses fEErE R 149,989 63,516
Accrued payroll fEitE & 77,893 106,761
Guarantee deposits from customers PR RFES 69,552 75,645
Contract liabilities aHaE 66,361 160,033
Payables for construction of property, JEfRI¥%¥ - BEMR E
plant and equipment B L2 IE 35,076 65,278
Other tax payables H & < % 18 16,359 47,374
Interest payables JE A F) & 269 111
Others HAth 67,873 50,510
483,372 569,228
The above amounts are unsecured, non-interest-bearing and FAFEAEERER L2EREETEE
have no fixed terms of repayment. SKHER o
23 INTEREST-BEARING BANK AND OTHER BERBITREMMER
BORROWINGS
30 June 2022
2022 6H30H
Effective
interest rate
(%) Maturity RMB’000
BB A = (%) B HABF S ARE T
Current B
Bank loans — secured WITER — BEA 1.60-3.56 2022-2023 142,292
Credit loans ERER 1.02-3.30 2022-2023 268,552
410,844
Non-current IR E
Credit loans ERER 2.90 2024 100,000
510,844
31 December 2021
202112 A31H
Effective
interest rate
(%) Maturity RMB’'000
B R = (%) BI| HA B R ARET T
Current B2
Bank loans — secured MITER — BHEM 2.55-2.80 2022 120,556
Credit loans EARAEX 3.30 2022 200,202
320,758
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT (CONTINUED)
R AS AL AR Y ()

(Expressed in RMB unless otherwise indicated])

(BRmBFEN  SBRAAREIITR)

23 INTEREST-BEARING BANK AND OTHER 23T RER TR H fth i 5% (48)

BORROWINGS (Continued)

As at 30 June 2022, time deposits amounting to
RMB55,000,000 were pledged for bank loans amounting
to RMB140,000,000 (31 December 2021: the time deposits
amounting to RMB70,000,000 were pledged for bank loans
amounting to RMB120,556,000).

24 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:

MR2022F6H30H - 2 & B A R &
55,000,000 T B & HA 17 3% % A 7 K 1§
LA 7 Hl A R #140,000,0007T & 8 77 &
F(R2021F12A31H: 2 & 58 A R &
70,000,000 &) & B3 157 =X 4% A A0 4 # A
HA R #120,556,0007T KSR TR °

26 BEKIE

RBEERR - AEEHFHEBERREY
X BEERBHENAFEMT

30 June 2022 31 December 2021
MA2022%F 68308 H2021F12H31H

RMB’000 RMB'000
ARE T ARET T
Contracted, but not provided for: EHEREE ST - E

Buildings FERELEY 1,545 =
Intangible assets BEAE 171 671
Plant and machinery B = R 7,920 556
9,636 1,227

25 CONTINGENT LIABILITIES BERBAEE

In February 2022, one batch of products of a certain series of
infant formula milk powder brands under a certain strategic
cooperative brand of the Group was detected with excessive
vanillin by market regulatory authorities in Mainland China.
At 30 June 2022, the Group had recalled all relevant products
and was cooperating with relevant authorities regarding
relevant investigations. At the date of the interim financial
report, the investigation has been completed and the Group
has neither received penalties from authorities nor claims
from either customers or distributors.
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26 MATERIAL RELATED PARTY TRANSACTIONS

NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT (CONTINUED)
R AT AL AP S B 8 3 5 P o )

(Expressed in RMB unless otherwise indicated])

AND BALANCES

The material related party transactions entered into by the
Group during the six months ended 30 June 2022 and the
balances with related parties at the end of reporting period
are set out below.

(a)In addition to the transactions details elsewhere
in this interim financial report, the Group had the
following significant transactions with its related
parties.

(BR=BRTIES

THENAARKEIITR)

WEZMBRHREER

KEBRE E20225F6A308 1k 7~ @ A
HEBEENEZEHI IR R EHKE
BB RBEITR

QIRERFHETRRAMREREHOR
HRGERN, > AREMEBERBBAL
ETTHNEXRS -

Six months ended 30 June

B Z6H30HLEAEA
2022 2021
20225 20214
RMB’000 RMB’'000
AR TR ARBFT
Transactions with fellow B3 H 7 A 7] /Y B8 B
subsidiaries RS
Purchase of goods K m 480,848 212,509
Sale of goods iH & 7 m 171,002 26,528
Service income AR 75 42 A 15,792 16,025
Service fee k% & A 2,251 8,535
Share option and share award & 52 HA M o PR A RN ED
arrangements B 329 732
Transactions with subsidiaries of B RERARNEE
the ultimate holding company’s RER M E QR
main shareholder BHRS
Purchase of packing materials HBEREMR 45,037 37,494
Purchase of raw materials #E RME 929 11,640
Transactions with a shareholder HEENFNEF AT
with significant influence over BEEEAXENRE
the Company and its subsidiaries MR 5
Sale of base powder HEE®H 38,759 103,250
Consulting service expense A AR 7% & - 1,231
Income from consigned ZEEMIPHEmM
processing WA 1,000 278
Testing service income 18080 B 75 WA - 11
Note: The above related party transactions were conducted in Ma: ERBABIXZHIEEEFIHRRAEZ
accordance with the terms mutually agreed between the parties. 1R R A 1T
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT (CONTINUED)
R AS AL AR Y ()

(Expressed in RMB unless otherwise indicated])

(BRmBFEN  SBRAAREIITR)

26 MATERIAL RELATED PARTY TRANSACTIONS 2% EEBXSHREER(E)
AND BALANCES (Continued)
(b)Outstanding balances with related parties (b) ERREBE AR EEFRER

30 June 2022 31 December 2021
2022 6H308 720219128318

RMB’000 RMB’'000
ARMTF T AREBTT
Trade receivables BEZEWRRE
Fellow Subsidiaries AR A A ) I B
NG 44,842 37,253
A shareholder with significant BARQERHEF AT
influence over the Company and EBEERTENRE
its subsidiaries 10,254 12,253
Subsidiaries of the ultimate holding HEIFEBRARHEE
company’s main shareholder f% R KB A A 340 340
55,436 49,846
Prepayments, other receivables FEATRKIE - HAiE WK
and other assets HRAEMEE
Fellow Subsidiaries B KRR A R R BT B
NG 2,747 2,805
Subsidiaries of the ultimate holding FHREIEF/ AR E B
company’s main shareholder R M E QA — 27
2,747 2,832
Trade and bills payables BESENREREE
Fellow Subsidiaries R AE /W B
NG 61,517 168,694
Subsidiaries of the ultimate holding H&RER R E A E B
company’s main shareholder HE KB A F 23,187 47,514
84,704 216,208
Other payables and accruals HttEMARER
EitEHR
Fellow Subsidiaries X A% 1 IR 2 &) EY BT
NG| 13,295 13,257
A shareholder with significant HAAGRIRAFRAA
influence over the Company and BEAFTENRRE
its subsidiaries 509 616
13,804 13,873
(c) Compensation of key management personnel of (k-3 1L EX -1 -3 PN-T:0]. |
the Group
Six months ended 30 June
B ZE6A308 118 A
2022 2021
2022F 20214
RMB’000 RMB’'000
AR¥T AREBTT
Directors’ fees =ik 375 375
Salaries and allowances & = BL 1,945 1,560
Retirement benefit contributions BIKE 26 —
The key management compensation represented the FTEEBAEBNBMEDNKEAEN
remuneration paid or payable to the directors and senior TARRAEEFNm RITHA BB
executives of the Company. & o
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT (CONTINUED)
R AT AL AP S B 8 3 5 P o )

(Expressed in RMB unless otherwise indicated])

27 FAIR VALUE AND FAIR VALUE HIERARCHY OF

FINANCIAL INSTRUMENTS

The carrying amounts and fair values of the Group’s financial

2 &

(BR=BRTIES

THENAARKEIITR)

NEMIAZCOARERLRKRIE

AEEEMTANEOEBLAREE -

instruments, other than those with carrying amounts that RiEESBAERALAABEIN BT
reasonably approximate to fair values, are as follows:
Carrying amounts Fair values
RESHE RNREE
30 June 31 December 30 June 31 December
2022 2021 2022 2021
20224 20214 R2022%F 20214
6A30H 12H31H 6A30H 12 H31H
RMB’000 RMB’000 RMB’000 RMB'000
AR¥BTR ARETRT AR%BFTR AR®Tx
Financial assets ERMEE
Financial instruments at REBHRANGTE
amortised cost HeEMmEE
Long-term bank deposits RHRITHER 354,343 370,558 341,156 364,595
Debt investments measured LA # 2 X N5t &
at amortised cost WEERE 25,074 24,532 25,074 24,532
Financial assets at fair BAAREHESTA
value through profit or BENE®
loss BE
Other current financial H i me e
assets EE 20,000 93,865 20,000 93,865
Derivative financial assets MESBEE — 1,901 — 1,901
399,417 490,856 386,230 484,893
Financial liabilities ol =
Financial liabilities at REBGBRATTE
amortised cost HemaE
Interest-bearing bank wERITER
borrowings 510,844 320,758 510,844 320,758
Financial liabilities at fair L REBETA
value through profit or BN EeE
loss aE
Derivative financial MESRBE
liabilities 26,188 407 26,188 407

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

EEECHERERRASEFEY KR
TR BHEER HMRBEMEE
TESRMEEFAFRMNRE  HERK
REREMEE BHNENEENHS
MEE SHAHMENKBERESER
MERBE TESRBENRFERT
ERNARBERELREEEMER &
RELERTANKNBOBERLHAZ
5]

o

BITAEERERERAE
R HA 3R 452022
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT (CONTINUED)
R AS AL AR Y ()

(Expressed in RMB unless otherwise indicated])

(BRmBFEN  SBRAAREIITR)

27 FAIR VALUE AND FAIR VALUE HIERARCHYOF 27 &M I EZ AAREBERAAEE

FINANCIAL INSTRUMENTS (Continued)

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.

The following method and assumption were used to estimate
the fair values:

The fair values of long-term bank deposits, debt investments
measured at amortised cost, other current financial assets,
derivative financial assets/liabilities and interest-bearing
bank and other borrowings 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 changes in fair value
as a result of the Group’s own non-performance risk for
interest-bearing bank and other borrowings as at 30 June
2022 were assessed to be insignificant.
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT (CONTINUED)
R AT AL AP S B 8 3 5 P o )

(Expressed in RMB unless otherwise indicated])

27 FAIR VALUE AND FAIR VALUE HIERARCHY OF
FINANCIAL INSTRUMENTS (Continued)

Fair value hierarchy

The following table illustrates the fair value measurement
hierarchy of the Group's financial instruments:

Assets measured at fair value:

(BR=BRTIES

2 & (#%)

THENAARKEIITR)

NE@MIAZCOARERL2RKRIE

Fair value measurement using

AREBEFENER
30 June 2022 31 December 2021
20225 6H308 72021412 A31H
Significant Significant
observable inputs observable inputs
(Level 2) (Level 2)
EATEHEHA FAUEHEREGA
HE(E-BR) HEB(EFZER)
RMB’000 RMB'000
ARMTF ARBTT

Financial assets EREE
Other current financial assets BRI emEE 20,000 93,865
Derivative financial instruments mELm T A — 1,901
20,000 95,766
Liabilities measured at fair value: BEARBEFTENEE:
Fair value measurement using

AREBEFENER
30 June 2022 31 December 2021
MA2022F 68308 1202112 H31H
Significant Significant
observable inputs observable inputs
(Level 2) (Level 2)
EATEHEHA ZAUHEREHA
BHEBE(FE-ZEBR) BEBEEZER)
RMB’000 RMB’'000
AR F T AR T T

Financial liabilities TRAR

Derivative financial instruments TESMIA 26,188 407

During the six months ended 30 June 2022, there were no
transfers of fair value measurements between Level 1 and

Level 2 and no transfers into or out of Level 3 for financial
assets and financial liabilities (six months ended 30 June

2021: nil).

N A E20229F6H308 L6118 AR - &
MEENSRABETEF —ERHEF
EgzEAHAAEBEER  BEAF =
B A& ry 8 A ok 8 (B 220216 H30H
1E61E A AR : &) o

HLANEBREZERERLF
R HA 3R 452022
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT (CONTINUED)
R AS AL AR Y ()

(Expressed in RMB unless otherwise indicated])

(BRmBFEN  SBRAAREIITR)

28 NON-ADJUSTING EVENTS AFTER THE 28 BRI JEAREIR

REPORTING PERIOD

On 6 May 2022, Yashili International Group Co. Ltd. (“Yashili
Guangdong”), a subsidiary of the Group, entered into an
equity transfer agreement with Danone Asia Pacific Holdings
Pte. Ltd. ("Danone APAC") in relation to Yashili Guangdong’'s
disposal of 100% equity interest in Dumex Baby Food Co., Ltd.
(“Dumex China”) to Danone APAC. The total consideration
is RMB870 million on a cash free and debt free basis. On 16
August 2022, the equity shareholders of the Company have
approved this disposal.

29 IMPACTS FROM THE COVID-19 PANDEMIC

The Covid-19 pandemic since early 2020 continues to bring
uncertainties to the Group’s operating environment and
may impact the Group's operations and financial position.
Despite of the gradual easing of the original Covid-19
pandemic in Mainland China, various travel restrictions and
preventive measures are still in place to avoid wide-spread
of the Covid-19 variants. Accordingly, the Group continues to
closely monitor these possible impacts have on the Group’'s
businesses and keep contingency measures in place and
under review. The directors of the Company confirm that
these contingency measures include but not limited to
reassessing the flexibility of the current mechanisms in
determining the selling prices of dairy and nourishment
products in light of the fluctuation to the purchase prices and
demand, reassessing the sustainability of existing suppliers
and/or expanding the supplier base of raw materials in
ensuring the adequate supply of raw materials at prices that
align with market quotations, and improving the Group’s
cash management by expediting debtor settlements and
negotiating with suppliers on extension of payment terms. As
far as the Group’'s businesses are concerned, the Covid-19
related preventive measures may impact the demand of
the Group’s dairy and nourishment products which in turn
may result in the decrease in sales of such products and/
or impact the availabilities of raw materials which in turn
may result in the increase in purchase prices of such raw
materials. The Group continues to maintain sales and
procurement strategies to flexibly deal with the impact of the
Covid-19.

30 COMPARATIVE FIGURES

Certain comparative figures have been adjusted to conform
with changes in presentation in the current period.

82 YASHILI INTERNATIONAL HOLDINGS LTD
INTERIM REPORT 2022

20229 5R6H £ & F A A+ F BB
SEERAR(HELFER]) HEE
AERER AR ([Eaein K1) FEIRHE
EEHE BREEIFERRAEREST A
PESXHBRRBARAR(ZE%
FEL)EI100% % - BEHEEER©E
BEEMEAARESTE T - 202248
B168 A2 BEEH AEALAXHES
18 o

29 COVID-19E B &

B20204 ¥ LA 38 - Covid-19.K 7t 17 # &
LKEBMNKCERBERIEETE X7
Y EEENKEENT BRI - BF
fR B K BE & ¥ 89 Covid-19 K 7% 17 & 87 48
B2 - BN R A S E K17 R H F0 T8 B 18 5
R % Covid-19BERNEZEE - At
AEBBEEZYERZENREAE
EXBERNTE THIFRRTES
S ARREEHR  REEERE
BREEATRERABERBEERMNE KK
B BEHMTERTEAERTILERM
EEREBAFEMEBEEE  EFTHIA
Bt EEOAEEER, SEXREME
HEEER UBERUNEMHRE &
MERBETEMEREME - WBB MR
B A E &M E ST BN R
HETHRHREEAEENRSERE -
MAEBREB M S Covid-19/8 8 &Y
A EAEEILZERME
EmWNER - EMAUEERZEERLDN
HERE TR, 8w ZRME R E
AEEEHBEHEEHERBERER

WS FE Y Covid-19% £ -

30 Lk B

ETFUBRBBEREABIEF AW
BLETTRE -



KPMG'

Review report to the Board of Directors of
Yashili International Holdings Ltd
{Incorporated in the Cayman Islands with limited liability]

INTRODUCTION

We have reviewed the interim financial report set out on
pages 50 to 82 which comprises the consolidated statement
of financial position of Yashili International Holdings Ltd. (the
“Company”] and its subsidiaries (the “Group”) as at 30 June
2022 and the related condensed consolidated statement of profit
or loss, statement of comprehensive income and the statement
of changes in equity and condensed consolidated statement of
cash flows for the six months period then ended and explanatory
notes. The Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited require the preparation of
an interim financial report to be in compliance with the relevant
provisions thereof and International Accounting Standard
34, Interim Financial Reporting, issued by the International
Accounting Standards Board. The directors are responsible for
the preparation and presentation of the interim financial report
in accordance with International Accounting Standard 34.

Our responsibility is to form a conclusion, based on our review,
on the interim financial report and to report our conclusion
solely to you, as a body, in accordance with our agreed terms
of engagement, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for
the contents of this report.

INDEPENDENT REVIEW REPORT

By ER®RE

ER®RE
BELABEBRERERATVESSE
(REESHEZTME L EREF LD A)

515

HMEEMTNFES0E = F828 1 HE + 7
RERERARATERAADEEF AT
([EEEDNPHHBEHS 235102022
FOAEMAHMB RN KREREZA L
NEAPEOEBAHERER  aHES
WHR AHEZEHRNEASEERE
MERMNBENE (BEBMERXHABER
RAIBLHETRADATE  RENTHYB
BELATAELMARAUNE B ERXAKRE
REMEAEEZERMNBER ST ERNSE
345R [oh B Bf 75 i 5 | (B BR & 5t & Al 534
) EFEEABARB(EABREFERDS
LMK 2N AP HA B RS -

ZANEEEREBERMBMIENGER

BRETHUEREFLENGR  LE
BRHEZLEBOEGRALBEFTS R

TRz BANKRSE AT RERLM
B - RABIRARENAST  HEM
EMATBBERAEELMEE -
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INDEPENDENT REVIEW REPORT (CONTINUED)
B ERHRE ()

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 report
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 report as at
30 June 2022 is not prepared, in all material respects, in
accordance with International Accounting Standard 34, Interim
financial reporting.

KPMG
Certified Public Accountants

8th Floor, Prince’s Building
10 Chater Road

Central, Hong Kong

24 August 2022

84 YASHILI INTERNATIONAL HOLDINGS LTD

INTERIM REPORT 2022

FFREE

BMPERBEESAHMAGHEMNCER
EHITEER)F205% —[FEE V&
BMHEFTHNEEHNNEHETEY -
TR ERENENIZERRNEBENH
A EEMALELAR LEEIMKE
MEMEHNERF BREHNEEERR
B(REAEBFEADETHRFHRBE R/
AP AERBRMAE IEINERTT
AREERBERNMAERETE - At - R
MTABERBFER -

5

BERMAOFREIIE - BMIEREEIE
fAEIE - FRMAEEZE2022F6HA308H
PR BEREEMEERFAERE ERB(H
Best ER)EMRPHMERS B -

ESREMERAR
B E BT

BEBEPIR

AT E105%

KT KESHE
—E-_F#N\A=+MWmA



A% 3¢

s SishEFNinSEiRE 0Nk

iWREhikis

= im U in R T
L) (L F LAY e
-~ RELHIMAEA

EHS T

+ Vrnm ke - + ) neawoniocue = .4
St Yoms k- % : & h s I a5 ot . () nvonoce 0§ (.S
s Ppeiiae | nERA e I - al X il e
uuuuuuuuu nwn [ 4 lﬁ - A 7L
| sE<e

(1o [ ]
=%
=

JRIPTIRTS AN §ﬁﬁln'?¥ﬂﬂﬂﬁ o

HIEKR: REFESEE (LB ARAR, M2021F18 EZ6ARFKInTHERMSIHPESE
IHTHRNEEET. RN, BRSNS ENNETRARTIS0OTAS, T2021588
ST



AR Al

Yashili International Holdings Ltd
BT ABEKERABRRIST

Room A, 32nd Floor, COFCO Tower
262 Gloucester Road, Causeway Bay, Hong Kong

BB e S 11526258
I REI2EBAE

www.yashili.hk




	COVER 
	INSIDER FRONT COVER 
	CONTENTS
	CORPORATE INFORMATION
	FINANCIAL HIGHLIGHTS
	MANAGEMENT DISCUSSION AND ANALYSIS
	REPORT OF THE DIRECTORS
	CONSOLIDATED STATEMENT OF PROFIT OR LOSS
	CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
	CONSOLIDATED STATEMENT OF FINANCIAL POSITION
	CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
	CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
	NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT
	INDEPENDENT REVIEW REPORT
	INSIDER BACK COVER 
	BACK COVER 

