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CORPORATE PROFILE

China Mengniu Dairy Company Limited (the “Company”; stock code: 2319) and its subsidiaries
(collectively “the Group” or “Mengniu”) mainly manufacture and distribute quality dairy products in
China. It is one of the leading dairy product manufacturers in China, with MENGNIU as its core
brand. Mengniu’s diversified products include liquid milk, ice cream, milk formula and other
products such as cheese. In 2021, Mengniu was included in the Top 10 on the “Global Dairy
Top 20” list published by Rabobank. As at the end of June 2021, the Group’s annual
production capacity of dairy products reached 10.89 million tons. In March 2014, Mengniu
became a Hang Seng Index constituent, making it the first blue chip Chinese dairy product
enterprise. In August 2020, Mengniu was included as a constituent of the Hang Seng Corporate
Sustainability Index and the Hang Seng ESG50 Index.
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Board of Directors
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Stock Code
Hong Kong Stock Exchange 2319
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Hong Kong

Email: ir@mengniu.cn
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Place of Business in Hong Kong
32nd Floor, COFCO Tower

262 Gloucester Road, Causeway Bay

Hong Kong

Registered Office
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P.O. Box 309

Ugland House

Grand Cayman KY1-1104
Cayman Islands

Principal Share Registrar
Suntera (Cayman) Limited

Suite 3204, Unit 2A

Block 3, Building D

P.O. Box 1586

Gardenia Court
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Grand Cayman, KY1-1100

Cayman Islands

Hong Kong Branch Share Registrar
Computershare Hong Kong Investor Services Limited
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Agricultural Bank of China
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HIGHLIGHTS
me

2021 2020
—E-—F —EFF
For the six months ended BEZA~NA=1tHIEAMEA RMB’000 RMB’000
30 June (Unaudited) (REEZR) ARMT T ARBFTT
Revenue A 45,905,209 37,533,459 22.3%
Gross profit £ 17,552,633 14,652,386 19.8%
Profit attributable to Owners of RAREE A EMLFE
the Company 2,946,537 1,211,526 143.2%
Net cash flows from operating activities #&&¥BELMNFIRERE 2,704,097 2,696,776 0.3%
Earnings per share (RMB) BRAEMN(AR®T)
— Basic —HAK 0.748 0.309 142.1%
— Diluted —#E 0.744 0.308 141.6%

In the first half of 2021, the Group grasped the consumption
upgrade trend under the backdrop of increasing national
nutrition and health awareness post-epidemic, and actively
implemented the strategy of “Creating a new Mengniu (FB &l
—{E¥ 54, further promoted product innovation and
upgrade and expanded online and offline channels for
omni-channel development. The revenue of the Group
amounted to RMB45,905.2 million for the six months ended
30 June 2021 (2020: RMB37,533.5 million), representing a
year-on-year increase of 22.3%. Due to the increase in
revenue and increase in operating efficiency, profit
attributable to owners of the Company increased by
143.2% year-on-year to RMB2,946.5 million (2020:
RMB1,211.5 million).

In the first half of 2021, as the Group continued to drive the
product innovation, brand upgrade and channel expansion
for room temperature liquid milk, chilled yogurt and
probiotic drinks, and the fresh milk business, the revenue
from the liquid milk business increased by 21.1% from the
same period last year to RMB39,448.1 million (2020:
RMB32,565.3 million).

During the period, the ice cream business segment continued
to focus on its brands, such as Suibian, Deluxe and Mood
for Green, to further improve innovation, branding and
channel sales. In order to accelerate the business
expansion in the Southeast Asian market, the Group
acquired Aice, a leading ice-cream brand in Southeast Asia,
at the end of March. Revenue for this segment for the
period increased by 34.8% from the same period last year
to RMB3,003.9 million (2020: RMB2,229.2 million).

Yashili, the domestic milk formula platform of the Group,
focused on its brands such as Reeborne, a brand of infant
formula products, and Yourui, a brand of adult milkk powder,
whilst Bellamy’s adhered to its brand positioning of “True
Organic”. Through market segmentation and expansion of
sales channels, the revenue from the milk formula business
increased by 11.6% from the same period last year to
RMB2,547.3 million (2020: RMB2,281.9 million).
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o With the increasing demand from consumers for healthy,
nutritional, and high-end nutritional dairy products, and the
Group’s proactive development of product innovation and
digital marketing, the cheese business grew rapidly in the
retail and food service sectors. In July 2021, the Group
became a substantial shareholder of Milkground, a leading
cheese enterprise in China. In the future, through
cooperating with Milkground, both the Group and
Milkground will be able to gain advantages through sharing
resources and together expand into the domestic and global
cheese market with enormous potential.

° In active response to the national goal of “carbon neutrality”,
Mengniu has promised to take lead in achieving carbon
neutrality in the industry, and will disclose its carbon
emission reduction targets and roadmap in 2022. As of the
first half of the year, 17 factories of Mengniu were
recognized as “National Green Factory” and Mengniu
obtained Green Finance Certificate from the Hong Kong
Quality Assurance Agency.

Revenue by Product Mix

For the six months ended 30 June
RMB Million
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MANAGEMENT DISCUSSION AND ANALYSIS

EIEEIRRX AR

BUSINESS REVIEW

Business Division Performance

Liquid Milk Business

The dairy industry was temporarily affected by the outbreak of
COVID-19 epidemic in early 2020. However, the formation and
development of greater national health awareness accelerated
with the promotion from the Chinese government and
authoritative organizations. Consumption of dairy products, in
particular liquid milk, increased as consumers began to realize the
importance of consuming high-quality milk protein to supplement
nutrition and enhance immunity, which became a driving factor for
the strong recovery and transformation of the dairy industry.

Following the containment of the epidemic, consumers continued
to maintain great awareness of nutrition and health. During the
first half of 2021, consumption of dairy products in China
sustained a healthy growth on top of the strong recovery in the
post-epidemic period in 2020. According to industry data, the
sales of liquid milk in China grew by 9.5% in the first half of the
year. The sales volume of liquid milk products, in particular room
temperature pure milk and fresh milk, demonstrated rapid growth.
The growth rate of mid- to high-end products was higher than
the industry average. Products including active probiotic chilled
yogurt and chilled probiotic drinks which support intestinal well-
being also showed recovery.

Due to the above factors, the growth of dairy consumption
demand, in particular pure milk resulted in an increase in demand
of raw milk. From a supply perspective, the price of corn, wheat
and soybean meal in China has recorded year-on-year growth in
the first half of the year whilst the feed cost of dairy cattle
remained elevated. In the face of rising cost of raw milk, the
Group continued to restructure its milk sources in order to fulfill
the demand of high-quality fresh milk of Mengniu. In addition,
following the trend of product premiumisation in the market, we
have continued improving our product portfolio. The sales of
high-end products, including Milk Deluxe and Shiny Meadow,
grew rapidly in the first half of the year.
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With respect to sales channels, all offine sales channels
demonstrated growth in the first half of the year, driven by the
growth of room temperature liquid milk. In particular, sales in
convenience stores and grocery stores recorded double-digit
growth. For online sales channel, room temperature and chilled
liquid milk both demonstrated good performance. As in-home
consumption has been surging, online to offline (“O20”) home
delivery sales channel grew rapidly.

The Chinese government released the Decision on Optimizing the
Fertility Policy and Promoting the Long-term Balanced
Development of the Population (BB AE B BREE A DK
HEEENFRTE) on 31 May 2021 to further optimize the fertility
policy by allowing a couple to have three children and rolling out
support measures for parents. It is expected that the
implementation of three-child policy will create opportunities for
development of the dairy industry. The Group will pay close
attention to any changes in market structure resulting from the
implementation of the policy and put efforts in fulfilling customers’
needs in order to achieve sustainable and high-quality growth.

Room Temperature Product Business

In the first half of 2021, our room temperature business
demonstrated industry leading performance with market share
increasing by 0.7 percentage point to 28.8%. All of our room
temperature business segments demonstrated growth. In
particular, with our product portfolio shifting towards mid- to
high-end products underpinned by the trend of consumption
upgrade, the growth of Mik Deluxe and Mengniu pure milk
products were significantly higher than that of the industry.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEEWE DM

During the first half of the year, the product portfolio of Milk
Deluxe was further optimized through product innovation and
brand upgrade, including the introduction of “better organic”
desert pure milk which is sourced from Ulan Buh Desert oasis
and contains 3.8g of protein per 100 ml, and CBP high-calcium
pure milk which contains 135mg of high-quality milk source
calcium per 100 ml and abundant of vitamin D for better calcium
absorption. Mengniu pure milk also introduced the Nutritious and
Mellow Enjoyment pure milk series and other new products. In
the first half of the year, the Just Yoghurt brand introduced a new
protein-rich and low-sugar product, yellow peach quinoa drink,
providing consumers with healthier and delicious pure yogurt. The
brand also introduced light buttermilk, its first light meal
replacement yogurt, allowing consumers to enjoy delicious food
while controlling calorie intake scientifically. Fruit Milk Drink, Suan
Suan Ru (B£B£7]) and other milk beverage brands introduced a
variety of new products in the first half of the year, such as red
grapefruit Sijichun (AL48PUZ %), Rucigizhi (FLith3E), a zero-sugar
milk beverage sparkling water, and Suan Suan Ru lemon tea (F&
B Z ) {E#15), upgrading the brand image to attract young
consumers and lead the innovation and trend of the industry.

With respect to brand strategy, Milk Deluxe organized a series of
themed marketing campaigns, such as “Better 2021 (B 4f =&
——)", “Better Youth (£4FE%&)” and “Better Childhood (& &f #J
E F)” during Chinese New Year, May 4th Youth day and June
1st Children’s Day, respectively, emphasising the “Better” series
brand proposition. Adhering to brand proposition of “Nurture Your
Greatness (& & FAIEE)”, the Mengniu branded series products
continue to communicate taglines like “pure nutrition with
aerospace quality (R4L& & - fiKMmE)” to our consumers.
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As for sales management, our room temperature product
business continued to increase the coverage of offline stores,
achieving both growth in number of POS and sales volume. In
addition, we pushed for development of the new retail model,
accelerated the development of the e-commerce 020 platform
business and promoted the integration of online and offline
business. Through in-depth cooperation with O20 platforms, such
as JD Daojia, Ele.me, Meituan, Taoxianda (¥8ff#¥) and Duodian
(% %), our home delivery business achieved a three-digit year-
on-year growth in the first half of the year. During the 618
Shopping Festival, Mengniu ranked first in the sales of liquid milk
on JD.com and Tmall platforms. On 18 June, the total online
sales exceeded RMB100 million. The total number of online
members of Mengniu exceeded 26 million, with the number of
active members leading the industry. Regarding the channel
penetration in towns and villages, Mengniu continued to expand
and develop the markets in towns and villages through its
“Penetration into Towns and Villages” initiative. Through the
establishment of a digital management platform, systematic and
visualized management of personnel and outlets are realized, the
penetration of products and services has been accelerated, and
the market share of Mengniu’s room temperature milk in the rural
market has been further increased. As of 30 June 2021, the
number of outlets in towns and villages directly controlled under
the “Penetration into Towns and Villages” initiative exceeded
600,000, achieving growth in both number of outlets and sales
volume.

Chilled Product Business

During the period, Mengniu has grasped the changes in
consumption trends, sales channels and consumption habits, and
continued to drive the value marketing, product innovation and
Route-to-Market (“RTM”) channels establishment for chilled yogurt
and chilled probiotic drinks. Our chilled products have ranked first
in the industry for the 17th consecutive year in terms of market
share and sales of chilled products continue to be industry
leading.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEEWE DM

To support the “Three Reductions & Three Kinds of Health (=&
— )" campaigns launched by the Chinese government and fulffill
the increasing demand of lower sugar intake of consumers,
Champion introduced zero sucrose and concise formula products
in the first half of the year. In order to satisfy the fast-growing
demand of mid- to high-end yogurt of households, we launched
1-liter packaged silky concise yogurt. Yoyi C focused on the
development of small-bottle LC-37 product and launched low-
sugar, zero-fat and calcium-rich LC-37 products which contain 50
billion active probiotics per bottle.

In the first half of the year, Yoyi C focused on the marketing in
key cities. Through placing advertisements in outdoor media, we
promoted Yoyi C products to more than 3 million households.
Targeting at key consumers of Yoyi C, we promoted our
products to 2.8 billion consumers with 72% of ad reach rate, far
exceeding the industry average. Yoy/i C cooperated with
Xiaohongshu (/N4LE) and organized a marketing campaign with
a theme of “Everything is digestible with good luck in the Year of
Ox (HFEEIR  ¥WEAEIL). The co-branded promotion was
more effective than expected.

As for sales management, our chilled product business unit
continued to deepen its RTM strategy and put great efforts in
developing e-commerce platforms and new retail channels. In the
first half of the year, we ranked first in terms of comprehensive
market share on 020 home delivery services and community
fresh food shopping platforms. In addition, leveraging big data,
smart internet and other emerging technologies and platforms, we
were able to achieve refined and visualization of the management
of offline channels, allowing us to further expand our network
coverage and our ability to manage end consumers.
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Furthermore, our chilled product business unit collaborated for the
first time with Sam’s Club (LU 8JE) during the first half of the
year to provide new customized yogurt products, developing our
business model of exclusive supply for direct sales. In addition,
we launched a series of dairy products tailored for students
which was exclusively supplied through campus sales channels. In
order to expand our business to lower-tier cities, the Group
introduced Mengniu Ahmoule Flavor Yogurt, a customized product
with a nutritious, healthy and delicious product positioning.
Ahmoule rapidly penetrated and captured markets in tier 3 and 4
cities, attracting an increasing number of consumers pursuing
trendy and convenient lifestyle.

Fresh Milk Business

In the first half of 2021, the fresh milk industry maintained rapid
growth, Mengniu’s fresh milk business was under strong
development momentum, through strategies including launching
innovative products, enhancing brand marketing, strengthening
supply chain development and expanding channels, we doubled
its revenue and increased its market share significantly.

Through our insight of market demands, Shiny Meadow
introduced Youhu A2 fresh milk product featuring “first fresh milk
for babies (BEME— D) in the first half of 2021. Shiny
Meadow also introduced a new fresh milk product which is rich in
original high-quality milk protein (4.0g/100ml) and original calcium
(130mg/100ml). Shiny Meadow also introduced co-branded mini
packaged milk tea to explore fresh milk+ category opportunities
and to strengthen its leading position in high-end fresh milk
market.

Our fresh milk business unit rapidly expanded its coverage to key
and potential regions, underpinned by its strategic supply chain
arrangement, which combines three core central factories and
satellite factories. In addition, through establishing innovative
digital supply chain, we were able to continue to integrate our
cold chain business and improve our distribution system.
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According to data from JD.com, Mengniu’s fresh milk products
ranked first among all chilled dairy products in JD Live during the
618 Shopping Festival in terms of sales volume and accounted
for 70% of sales volume of fresh milk products sold in JD.com.
Mengniu’s fresh milk products ranked top among all fresh milk
products sold in Sam’s Club and Yonghui Superstores in terms of
sales volume and far surpassed other brands. In addition, driven
by the trend of in-home consumption, the home delivery business
achieved impressive results with three-digit year-on-year growth.

Milk Formula Business

On 18 March 2021, National Health Commission of the PRC
Promulgated three standards, namely Food Safety National
Standard for Infant Formula (R REZ2ERIZEZZE TR ME))
(GB10765-2021), Food Safety National Standard for Older Infant
Formula (RmZ2BEFFERAL ZE T Rm)) (GB10766-2021)
and Food Safety National Standard for Young Children Formula
(ERZ2ERFTEHERTRM)) (GB10767-2021), which
imposed stricter requirements on raw material purchase, supply
chain, production processes, research and development and
production stability, whereby promoting the industry upgrade and
improvement in product quality.

The Politburo of Central Committee of the Communist Party of
China released the Decision on Optimizing the Fertility Policy and
Promoting the Long-term Balanced Development of the
Population (BREBILEE B EEA QD RPHEEREIATE) on
31 May 2021, to further optimize the fertility policy by allowing a
couple to have three children and rolling out support measures for
parents. It is expected that the implementation of three-child
policy will further boost the sales of infant milk formula and the
industry structure will be optimized continuously.

With respect to milk formula products for adults, the trend of
aging population in China continues to intensify, as indicated by
the latest census data. With the population in China improving
their living standards and having greater awareness of health
issues, milk formula products for middle-aged and elderly people
have huge market potential. The adult formula market will trend
towards strategically upgrading from simple nutritional
supplements to formula and functional products.

BRERRBE RTHNERECISRREREE
RIHBEHENREE — HERERRENE
mBRIT70% LB EOKENHEEN BT REE
iz - HEBABBELEMBAE - B ZEER
HENBE®E ¥ FIREFRRER - F
Lk = 8 & -

ZEZ—F=ZA+N\A BREBRZEH (R
MEEHARBEZZR T R M)(GB10765-
2021) (RMEZ2EREERALERET R M)
(GB10766-2021) * (EmEZ 2B RIELE ) R
B> (GB10767-2021) = {E{Z % - 7[R EHEEE -
s AEITE MENEERTUHSESEIE
MERBEMRES  TMEETITEAR - EBE

mE R -

REARBARBE-TE-_—FRA=1+—HEZ
BEENECEERRREADRPHHER
BRE) Bie—HRERANER =ZAFLHE
REEESXFEE - ZIRBERMFAR  BREHR
ESTIHEEREF —RELRKRIER  1TX&
BRERL-

AZRICBERHE - N EFEEREEKFMEZ
BEHRER ThZ2FHHTSEIREKN  MEM
MEMNEEMARETL - et Ry B
THA - R ADMHERBE -



Milk Formula Business of Yashili

The milk formula business of Yashili International Holdings Ltd
(“Yashili”, stock code: 1230.HK), in which Mengniu holds 51%
equity interest, recorded steady increase in sales, mainly due to (i)
the increasing penetration of adult milk powder and nutritional
products, driven by development of new functional products
shifting focus to high-end products while developing new market
segments; (i) optimization of product portfolio of infant formula
products, and the satisfactory business growth after rebranding;
and (i) enhanced brand exposure and credibility through a variety
of product and brand marketing efforts, which promoted online
and offline sales volume growth.

In the first half of 2021, Yashili comprehensively upgraded the
formulas of existing product lines and introduced various high-end
functional adult milk formulas, capitalizing on the aging population
trend, the rising living standards, and growing health awareness of
consumers. Infant milk formula business focused on Reeborne
with seven products covering mainstream milk formula, organic
milk formula and goat milk formula. The Yourui series adult milk
formula, which tailored five high-end products for the middle-aged
and the elderly to address their physical characteristics and
nutritional supplement needs, achieved strong growth through
market segmentation and expansion of sales channels during the
period. In addition, Yashili also developed products specifically
targeting particular consumer groups, including M8 children’s
growth milk formula.

During the period, Yashili continued to focus on the mother-and-
baby channels for infant milk formula and supermarket channels
for nutritional products. Yashili also accelerated the development
of e-commerce channels as well as the development of new
channels and new products. Home delivery service has become
part of the regular services after the outbreak of the epidemic.
Yashili also strengthened its cooperation with Alibaba, JD.com
and other e-commerce platforms and further developed new
retails channels, such as community group purchase and social
e-commerce, to boost the steady development of its business.
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Bellamy’s Business

Bellamy’s, an Australian organic infant milk formula and baby food
provider, was acquired by the Group at the end of 2019. During
the period, Bellamy’s launched the new brand positioning of “True
Organic” and corresponding advertisements, to continuously
increase exposure and popularity of the brand and create
momentum.

With its key product, cross-border platinum organic A2, Bellamy’s
was able to increase its market share in cross-border
e-commerce channels.

We further expanded the offline sales network of Chinese-labelled
Bellamy’s organic Equi-pure infant milk formula series. In addition
to rapid distribution, we also focused on the co-creation with
channels. We have launched “Bellamy’s Organic Kitchen (B 73K
BHEE)", “Bellamy’s Mother Yoga (B Rk 18%10)”, Bellamy’s
Organic Festival Roadshow and other themed I[P consumer
activities co-created with various channels and capitalized on
community, live broadcast and other emerging digital marketing
tools to encourage continuous innovation.

Ice Cream Business

In the first half of 2021, the ice cream business division continued
to focus on its brands, such as Suibian, Deluxe and Mood for
Green, to further improve innovation, branding and product
capabilities. During the period, in order to bring brand-new
experience to our customers, Suibian introduced caramel pearl
and rum flowing core products, which successfully attracted
young consumers. Adhering to its concept of “A Bite of Nature
(—AXBR), Mood for Green introduced the herbal “Zhiging (1&
#€)” jce cream series, offering more healthy product choices to
our consumers. As a new generation brand of high-end ice
cream, in line with its brand concept of “Less is More”, Deluxe
introduced the “Qingchong (#E8€)” milk ice cream series. During
the period, it also co-branded with Xiao Guan Cha (/&%) to
launch the Chinese tea cup product series, leading the industry to
launch ice cream products with new Chinese trend.
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In respect of channels, the ice cream business division furthered
RTM strategy by establishing “Qingxin (#E.0))” ice cream flagship
stores on various e-commerce platforms, so as to accelerate the
deployment of modern and new retail channels. During the
period, through measures such as further expanding its
convenience store channels and accelerating the coverage of
sales points, the ice cream business segment had effectively
improved its product turnover rate and supply chain efficiency. In
addition, benefiting from the rapid growth of home and online
consumption after the epidemic, e-commerce and new retail
channels of ice cream underwent diverse development with full
coverage of home delivery business platforms, effectively
achieving synergies in online and offline integration.

Cheese Business

In the first half of 2021, with the increasing demand from
consumers for healthy and nutritional high-end dairy products,
and Mengniu’s proactive development of product innovation and
digital marketing, the cheese business grew rapidly in the retail
and food service sectors with continuous improvement in
branding, channels and product quality.

During the period, with deep consumer insight, the cheese
business introduced the additive-free children’s cheese sticks with
no preservative, artificial flavors and color additives, leading to
changes and innovation of children’s cheese products. The first
organic cheese stick in China was also introduced. Three kinds of
certified organic cheese, imported from Denmark and the
European Union and sourced in China, were selected to offer
higher standards of nutrition and health, and were popular among
mothers and children. Moreover, Mengniu's & KR also
introduced a series of new room temperature leisure cheese
products, creating a new area of tasty, healthy and light room
temperature cheese.
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Cheese food service segment provides professional users with
professional dairy products and solutions and strategically
positions itself as a professional and digital brand. The cheese
food service segment aims to promote its brand through
organizing professional exhibitions and launching co-branding
campaigns. In the first half of 2021, our cheese food service
segment launched co-branding campaigns with Freshhema,
Daselea and other brands. As for new products, in view of the
popular trend of thick milk beverage, our cheese food service
segment introduced Danish full-cream milk base with the concept
of “Healthy and Pure, Rich and Thick (fZ2FE N4  JREFINE)". As
for key products, targeting the bakery market, we focused on the
promotion of KR refrigerated whipping cream and & K=
cream cheese, so as to expand our business into bakery market
with our concept of providing natural and healthy products.

On 9 July 2021, Mengniu became a substantial shareholder of
Shanghai Milkground Food Tech Co., Ltd. (600882.SH), which is
a leading cheese company in China and has the most excellent
research and development team and largest production capacity
in China. At present, its cheese products and children’s cheese
stick rank top in terms of market share in China. Through
cooperating with Milkground, both the Group and Milkground will
be able to gain advantages through sharing resources. The Group
aims to expand its business into the domestic and global cheese
market with enormous potential together with Milkground through
business cooperation in multiple aspects and dimensions,
including co-establishing sales channel, co-sharing marketing
resources, and improving production capacity.

Quality Management

In the first half of 2021, adhering to the core values of
“consumers are at the heart of all our decisions”, we upgraded
our Quality Management System 3.0 with a focus on our culture
of quality and design to provide high-quality products. Through
organizing activities with a theme of culture of quality, including
setting up benchmark and models, skill competitions and 100-
day quality competitions, we aimed to develop our culture of
quality. Our quality design management systems has now covered
all products. In addition, we strive to continue improving
consumer experience through conducting testing of excellence,
ABC zone product management and store inspection.
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The Group continues to improve and upgrade its management
system based on eight advanced international standards and
continued to apply for ISO9001, FSSC22000, GMP, HACCP and
other management system certifications. The Group applied for,
and successfully obtained, BRC certifications for the first time in
2021.

As for certifications for products, the Group applied for
certificates for milk products for students and 14 organic
products and obtained all certificates with a passing rate of
100%. Mengniu’s cheese business obtained its first Chinese
organic product certification.

During the period, the Group’s milk source bases and products
passed all random inspections by relevant government
departments.

Milk Source Management

In the face of the strongly recovering demand for dairy products
after the epidemic and the shortage of upstream milk source
supply, Mengniu is committed to the establishment of quality milk
source bases mainly in areas where it has competitive edges in
accordance with the requirements of national dairy industry
revitalization and restructuring of milk source layout. Moreover,
Mengniu actively promoted the strategic cooperation project of
China dairy industrial park with the principal deployment of
industry cluster along the Yellow River basin, Nen River basin and
Xiliao River basin. In the next five years, the project aims to
establish quality milk source bases that feature “one million dairy
cattle, one million acres of pasture, one million tons of mik (& &
SR - BEEEES - B84’ so as to alleviate the problem
of insufficient growth in raw milk to meet consumption demand
and promote the quality of the dairy industry.
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Following the rapid development of ranches in China, the quality
management system of these ranches had to be upgraded for
better standardization, intensive management, advanced
development and higher quality milk production. The milk source
business division promoted raw milk quality management, SOP
and digitalized platforms while taking continuous improvement
measures for various aspects such as ranch establishment, cattle
feeding, milk production, storage and transportation and
procurement management. These measures enabled further
enhancement in ranch output and efficiency, allowing quality
indicators such as milk somatic cells and microorganisms to
reach the level of developed countries. Mengniu achieved 100%
passing rate in random inspections conducted by governmental
departments on the Group’s milk source bases.

With the support of the governments of China and Denmark,
Zhongdan Center (Ff}H 1)), an international dairy cooperation
and exchange platform jointly established by Mengniu and Arla
Foods, launched the “Zhongdan Center Golden Key of Milk Cow
Technical Demonstrations (F f1 /L& IR MITREE5)” in 10
ranches in various regions such as central China, western China
and Inner Mongolia regions in the first half of the year. Over 40
dairy industry experts participated in the field visits and
evaluations of the ranches regarding ranch operation, nutrition,
breeding, milking, herd health management and feeding
management. A total of 498 ranch employees and technicians
participated in the demonstrations which have been proven
beneficial.

In order to help cooperative ranchers to reduce cost pressure, the
milk source business division has proposed a number of
measures to “reduce technology costs, capital costs, and
procurement costs”. The milk source business division launched
the “Milk Source Technology Cost Reduction Campaign (¥R
fiir % R Z 51| 778))”, in which dairy cattle scientists were invited to
guide the ranchers on cost reduction for technologies in respect
of “formulation and physical examination, feed replacement, cattle
replacement, and perinatal improvement”. Adjustment plans were
made for ranchers to improve the health of dairy cattle and
increase the economic effectiveness of the ranches.
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Adhering to the principle of “reduction and no antibiotics” in the
use of veterinary drugs, we issued the “Mengniu Antimicrobial
Drug Use Commitment for Veterinary Drugs ({Z 4Bk B AY
BEYE A AES))” for the first time in June 2021, pursuant to
which comprehensive monitoring shall be carried out in the use of
veterinary drugs in order to ensure that no antibiotics are used in
the raw milk for production. In the first half of the year, the milk
source business division tightened the disease prevention and
control and the management of use of drugs (particularly the use
of antibiotics). In line with the requirements of the Chinese
government, the division gave guidance to the ranches on the
“reduction, optimization and regulation of the use of drugs”. Over
50 special training programs on veterinary drugs for more than
1,200 participants were organized to promote the knowledge of
scientific use of veterinary drugs and further reduce the use of
veterinary drugs. As for disease prevention and control,
comprehensive prevention and control measures for immunization
and quarantine have been implemented while the dairy cattle
welfare system was incorporated with a focus on daily disease
prevention, vaccination, high-risk disease prevention and control
and emergency response mechanism.

To achieve the strategic vision of digitalized Mengniu, the milk
source business division set up an information management
platform for digital milk source of smart ranches with an aim to
improve industrial chain management and revitalize the dairy
industry of China. Effective efforts were made to carry out the
initiatives of Mengniu for the protection of the upstream dairy
industry on the basis of “safeguarding acquisitions, supply,
capacity, capital and operations”. Through the application of six
major technologies including cloud computing, Internet of Things,
big data and artificial intelligence, Mengniu boosted its data value
and integrated the intelligence of industry experts to form a set of
ranch operation and management solutions which assists
cooperative farms in achieving stable operation and sustainable
growth.

TERFAXERDRE T SRS

MANAGEMENT DISCUSSION AND ANALYSIS
EEENWE DM

B REAIREEN I NEEFEHRA - WE
CTEZ—FRNAEREMR(RTE A e s
VI AEE)  HESFRARETEARKE
B BRREEEMBRDTSEANEE - £
FF - PR B USSR R B R
RAE(LERNEZERINERE LE6IRE
ko glEMIG [ DRE  BirE REmAE] 48
REO0fR IS B E1,20088 A X BREEIREE I - A
SEREREFRAERENG  FEHERSERE
118 - ERBHZEIE 2EEREE - BE
REPIEREE  BADGEAER  EEEEA
BHEIE - BREBELIE e RBERHIE -
RIREZEE °

RERBEECLRTNEBES  NREXIES
ERBFNREZHENESERTE  UEE
BERRET  WOABRRNERESBEN  BRF
BRIV E T LR [RUCRE - RELFE
REH  RES  RELITARERE  BBE

EFE VA RBE - ATEEF AR
i SMBBREE BETEEREE  HK—
EHGELEERANTR  RAFEHERELR
g AIRERRIRHE S

w4 OB

019



020  china Mengniu Dairy Company Limited [nterim Report 2021

MANAGEMENT DISCUSSION AND ANALYSIS
EEEWE DM

Corporate Digital Strategy

As the core strategy of corporations, digitalization has become a
new driving force of corporate development. In 2021, Mengniu
has speeded up its digitalization efforts, through various
digitalization and innovation planning, completed the overall
planning of products, services and platform. Based on our
digitalization strategy, we implemented strategies in four aspects,
namely “Consumers Going Online, Channels Going Online, Supply
Chain Going Online and Management Going Online”, so as to
further facilitate the digitalization of our business.

In respect of “Consumers Going Online”, we analyzed and studied
online and offline consumer data to provide data support for
precision marketing, whereby effectively improving consumer
operating efficiency, promoting member repurchase, realizing
precision marketing and ensuring precise advertisement placement
in digital media. In addition, we conducted real-time monitoring of
business scenarios and other information under pre-set conditions
to ensure normal operation of all business systems, early
detection and elimination of potential risks and effective and
timely decision making.

With regard to “Channels Going Online”, we have set up an
integrated model of online and offline channels which laid a solid
foundation for channel expansion. On 1 March 2021, we
launched “Smart Network 2.0” which allowed us to realize digital
management, digital marketing and digital connection of terminal
stores. As image recognition technology has become mature,
Mengniu has also introduced image recognition to enhance its
channel management.

“Supply Chain Going Online” covers five major business
segments, namely milk source, procurement, planning and
production, warehousing and logistics and quality. Capitalizing on
information technology, our production processes have been
standardized with traceable quality control while our production
and sales have been integrated and entire logistic process have
been visualized. As such, our business development is now fully
empowered and supported by digital technology.
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“Management Going Online” covers financial management, human
resources management, administration, management and
collaboration and other aspects. With information systems, we
were able to gain core capabilities for our internal management,
including process standardization, management digitization, online
collaboration and full-process visualization. In addition to
supporting our ordinary financial business, we have also set up a
digital platform for upstream procurement + downstream sales
financing. Furthermore, capitalizing on financial Al intelligent
platform, we were able to effectively improve business efficiency
and reduce operating costs.

FINANCIAL REVIEW

Revenue

With the accelerated development of health awareness following
the pandemic, the Group continued to promote product portfolio
upgrades, stimulating the strong growth in the sales of mid- and
high-end products, and further explored various online and offline
channels. The revenue of the Group amounted to RMB45,905.2
million for the six months ended 30 June 2021 (2020:
RMB37,533.5 million), representing a year-on-year increase of
22.3%. In particular, revenue from the liquid milk business, milk
powder business and ice cream business increased by 21.1%,
11.6% and 34.8%, respectively, as compared with the same
period last year, and the other business (in particular, cheese
business) increased significantly by 98.2% as compared with the
same period last year.

Gross Profit

With the satisfactory growth in revenue and a notably optimized
product mix, the Group’s gross profit for the period increased to
RMB17,552.6 million (2020: RMB14,652.4 million). Due to the
impact of the increased raw milk price, the gross profit margin
decreased by 0.8 percentage point to 38.2% as compared with
the same period last year (2020: 39.0%).
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Operating Expenses

Operating expenses of the Group for the period increased by
7.7% to RMB15,074.4 milion (2020: RMB13,992.4 million),
representing a decrease to 32.8% when expressed as a
percentage of the Group’s revenue (2020: 37.3%). The decrease
in ratio when expressed as percentage of revenue was mainly due
to the measures adopted by the Group in the first quarter of
2020 that resulted in extra costs, including (i) additional expenses
by the Group for epidemic prevention and control to safeguard
the health and safety of workers and to resume normal work and
production; (ii) additional sales and promotional expenses by the
Group to reduce its channel inventories as soon as possible; and
(iii) donations of cash and products to actively fulfil the Group’s
social responsibilities. Related additional expenses have been
limited as the epidemic was generally under control in China
during the period.

During the period, selling and distribution expenses increased by
12.1% to RMB12,888.1 million (2020: RMB11,499.6 million),
representing 28.1% of the Group’s revenue (2020: 30.6%).

Product and brand marketing expenses during the period
increased by 15.0% to RMB5,264.6 million (2020: RMB4,578.2
million), representing 11.5% of the Group’s revenue (2020:
12.2%).

Administrative and other operating expenses, including impairment
losses on financial and contract assets and loss on disposal of
financial assets measured at amortised cost, decreased by
12.3% to RMB2,186.3 million (2020: RMB2,492.8 million),
accounting for 4.8% (2020: 6.6%) of the Group’s revenue. The
decrease was mainly due to high comparison base as the Group
proactively donated cash and dairy products during the epidemic
last year.
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Profit from Operating Activities and Net Profit

During the period, due to the increase in the overall revenue of
the Group, increase in operating efficiency and the decrease in
the above mentioned additional operating expenses, the Group’s
earnings before interest, taxes, depreciation and amortization
(“EBITDA”) improved by 97.9% to RMB4,344.2 million (2020:
RMB2,194.9 million) with EBITDA margin at 9.5% (2020: 5.8%).

Profit attributable to owners of the Company increased by
143.2% year-on-year to RMB2,946.5 million (2020: RMB1,211.5
million). Basic earnings per share were RMBO0.748 (2020:
RMBO0.309), up by 142.1% year-on-year.

Income Tax Expenses

For the six months ended 30 June 2021, income tax expenses of
the Group totaled RMB429.7 million (2020: RMB267.5 million),
representing a 60.6% increase year-on-year. Effective income tax
rate was 12.6% (2020: 19.1%), down by 6.5 percentage points
year-on-year, which was mainly due to increase in revenue
contribution from subsidiaries that enjoy tax exemption for
preliminary processing of farm products and preferential tax rate
under the Western Development Policy; and loss recorded by
subsidiaries in regions with high tax rates.

Capital Expenditure

For the six months ended 30 June 2021, capital expenditure of
the Group amounted to RMB6,694.9 million (2020: RMB2,457.5
million), representing an increase of 172.4% year-on-year. Of the
total, RMB2,569.4 million was spent on building new production
facilities and modifying existing ones as well as related
investments, and RMB4,125.5 million was invested in equities.
Working Capital, Financial
Structure

For the six months ended 30 June 2021, the Group recorded net
cash inflow from operating activities of RMB2,704.1 million (2020:
RMB2,696.8 million), representing an increase of 0.3% as
compared with the corresponding period last year.

Resources and Capital
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As of 30 June 2021, outstanding interest-bearing bank and other
borrowings of the Group increased to RMB23,362.4 million (31
December 2020: RMB18,944.3 million), of which interest-bearing
bank and other borrowings repayable within one year amounted
to RMB7,122.2 million (31 December 2020: RMB4,924.4 million).
More than 90% of the interest-bearing bank and other borrowings
were bearing interest at fixed rates.

Net borrowings (total amount of interest-bearing bank and other
borrowings net of cash and bank balances) of the Group as at 30
June 2021 were RMB15,276.1 million (31 December 2020:
RMB7,547.2 million).

The Group’s total equity as at 30 June 2021 amounted to
RMB39,545.4 million (31 December 2020: RMB37,247.6 million).
Its debt-to-equity ratio (total amount of interest-bearing bank and
other borrowings over total equity) was 59.1% (31 December
2020: 50.9%).

Finance costs of the Group were RMB305.0 million (2020:
RMB324.4 million), or approximately 0.7% when expressed as a
percentage of revenue (2020: 0.9%), representing a decrease of
0.2 percentage point year-on-year.

PRODUCTS

Leveraging its advantage in resources and globally advanced
technologies, Mengniu focused on product differentiation and
premiumization, which in turn drive further sales volume growth
and industry leadership underpinned by superior products. During
the period, Mengniu put forward and adopted a consumer-
oriented production development concept of DTV (Design to
Value). The Group’s product lines had been streamlined to reveal
the value of its products for the sustainable development of
Mengniu. The principal businesses of the Group are liquid milk,
ice cream, milk formula and cheese products with their
performance during the period outlined as below:

Liquid milk

Revenue amounted to RMB39,448.1 million (2020: RMB32,565.3
million), accounting for 85.9% of Mengniu’s total revenue (2020:
86.8%).
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UHT milk

The Milk Deluxe 3.0 era began following the launch of its
products in upgraded “DreamCap™” packaging in 2019. In May
and June 2020, upgraded organic pure milk and pure milk of
“DreamCap™” packaging containing 3.8 g of natural high quality
milk protein and 125 mg of natural calcium per 100 ml have
been launched. In satisfying health needs of consumers, the Milk
Deluxe organic pure milk has been awarded dual certifications for
organic products from China and the European Union. Such
achievements further reinforced the premium position of the Milk
Deluxe brand. In 2021, Milk Deluxe launched the “Better Organic”
desert organic pure milk and the CBP high-calcium pure milk. The
“Better Organic” desert organic pure milk uses limited raw milk
from Ulan Buh Desert oasis and contains 3.8 g of protein per
100 ml. The CBP high-calcium pure milk contains 135 mg of
calcium from high-quality milk source per 100 ml and has rich
Vitamin D that can promote better absorption of calcium.

Mengniu’s comprehensive UHT pure milk line includes Mengniu
pure milk, high-calcium milk, low-fat high-calcium mik and
skimmed milk. In August 2020, Mengniu’s Nutritious and Mellow
Enjoyment pure milk series was introduced. The product contains
3.3 g of protein per 100 ml and has a very rich taste.

Key Products:

Milk Deluxe

- Mengniu pure milk

- Student’s Milk

Future Star

Room Temperature Yogurt

Just Yoghurt's light flavor yogurt with fruit introduced a new
yellow peach and quinoa flavored product this year. With more
protein and less sugar content, consumers are provided with
more healthy and delicious yogurt. The brand also launched the
light buttermilk, which is the first series of light meal replacement
yogurt that allow consumers to enjoy delicious meal while
controlling calorie intake scientifically.
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Key Products:
- Just Yogurt light flavor yogurt
- Just Yogurt light meal yogurt

Room Temperature Milk Beverage

In the first half of the year, milk beverage brands including Fruit
Milk  Drink and Swan Suan Ru launched a variety of new
products, such as red grapefruit Sijichun (AL #HP9Z %), Rucigizhi
(FLUL3RE) sugar-free sparkling water with lactic acid bacteria,
and Suan Suan Ru lemon tea, and comprehensively upgraded the
brand’s rejuvenation and leading the innovation and trend in the
industry.

Key Products:

- Fruit Milk Drink

- Fruit Milk Drink high-end colorful fruit pulp series
- Suan Suan Ru yogurt-flavored drink

Chilled Yogurt

In the first half of the year, Champion introduced zero sucrose
yogurt series containing no cane sugar, no artificial sweeteners
and no preservative. To satisfy the rapid growing demand for
household consumption of mid-to-high end yogurt, we have
launched a new silky concise formula yogurt product. Besides,
the “Champion Yogurt Approved Health Food” series which holds
the blue cap is the only yogurt certified by the Chinese
government as a healthcare food in China. The product contains
BB-12, a very active Bifidobacterium which can effectively
regulate the bacteria population in the digestive system, from
Denmark.

Ahmoule Flavor Yogurt (FIRZRIKEEREZ]), a new product series
under Mengniu brand positioned as a mid-end yogurt was
launched in February 2021. The product is produced from 100%
raw milk with three types of active probiotics, and each bottle
contains >5g of high quality protein. Positioning as a nutritious,
healthy and delicious product, it can meet consumers’ demand
for on-the-go convenient product.
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Key Products:

- Champion

- Mengniu Nordic Cheese Flavor Yogurt
= Mengniu Ahmoule Flavor Yogurt

Chilled Milk Beverage

The small-bottle LC-37 series is the major series of Yoyi C brand.
Each bottle of the product contains 50 billion active probiotics,
low sugar, zero fat and high calcium. Enough number of
probiotics can remain active to effectively regulate the condition of
the digestive system even with the presence of gastric acid and
bile and under the body temperature of 37C.

Key Products:
- Yoyi C
- Yoyi C LC-37

Fresh Milk

Mengniu’s Shiny Meadow fresh milk was introduced as a
premium brand. It is produced using low-temperature membrane
concentration technology and Swedish milk fat separation
technology, enabling it to retain the highest proportion of natural
nutrients in quality fresh milk. In the first half of 2021, Shiny
Meadow captured the opportunities from market demands and
launched the new Youhu A2 fresh milk product featuring “first
fresh milk for babies (BB K — D& 141)". Shiny Meadow also
launched a fresh milk product which is rich in original high-quality
milk protein  (4.0g/100ml) and calcium (130mg/100ml). Shiny
Meadow introduced mini packaged milk tea to explore fresh milk
+ category opportunities and to strengthen its leading position in
high-end fresh milk market.

Key Products:
- Shiny Meadow fresh milk
- Shiny Meadow cold brew café latte

- Modern Meadow fresh milk
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Ice Cream

Revenue from the ice cream business amounted to RMB3,003.9
million (2020: RMB2,229.2 million), accounting for 6.5% of
Mengniu’s total revenue (2020: 5.9%).

In the first half of the year, Suibian introduced caramel pearl and
rum flowing core products, which successfully attracted young
consumers.

Adhering to its brand proposition of “A Bite of Nature (— A XK EH
SR)”, Mood for Green introduced the herbal “Zhiging (tE#8)” ice
cream series, offering more healthy product choices to our
consumers.

As a new generation brand of high-end ice cream, in line with its
brand concept of “Less is More”, Deluxe introduced the
“Qingchong (8 EE)” milk ice cream series. During the period, it
also co-branded with Xiao Guan Cha (/)\#2%) to launch the
Chinese tea cup product series, leading the industry to launch ice
cream products of the new Chinese trend.

Key Products:

- Suibian

- Deluxe

- Mood for Green

- Mengniu lce+

- Mengniu Russian style ice cream brick

Milk Formula

Revenue from the milk formula business amounted to
RMB2,547.3 million (2020: RMB2,281.9 million), accounting for
5.6% of Mengniu’s total revenue (2020: 6.1%). The revenue of

Milk Formula business mainly included the revenue from Yashili
and Bellamy’s.
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Yashili

Reeborne reshaped the brand proposition by featuring a lighter
taste and more nutritious ingredients to target customers with
different needs. The brand launched seven new products in the
powder series, covering mainstream milk powder, organic milk
powder and goat milk powder. By adopting advanced MSD drying
technology, Reeborne Kieember series is able to retain the active
nutrients of its ingredients. With double premium protein, patented
OPO and highly active CPP and prebiotics that are in the golden
ratio, the product provides babies with all kinds of nutrition that
can be easily absorbed. Reeborne Qinyou organic milk powder
adopts the pure organic milk from free-range dairy cows that are
grass-fed for 300 days on seven-year clean soil farms in Alps, in
a way to provide milk powder with protein content of up to 20%
for babies and toddlers. It passes the WIT organic certification
and adopts the “One Can, One Code” tracking system to provide
quality assurance. Reeborne TruYn goat milk powder selects
high-quality small molecule goat milk protein, specifically adds rare
ingredients such as lactoferrin, the OPO structured lipid and
probiotics and prebiotics, and adopts the smell removal
technology to maintain easy digestion and good absorption.

Arla, the world’s largest organic dairy producer with over 100
years of brand history, is an authorized purveyor of dairy
products to the Danish royal family. The organic milk formula of
Arla Baby & Me has obtained three major organic certifications
and contains high DHA, prebiotics that are in the golden ratio. As
for Arla Baby & Me Lanxi, it contains the unique NutriCollab
formula featuring premium nutrients such as choline, taurine and
nucleotide. In addition, the newly upgraded formula of Arla Milex
is a Pro Plus nutrition formula that contains OPO structured lipid,
BB-12 probiotics, and prebiotics in the golden ratio, hence is able
to satisfy those seeking natural products.

Specially added with Bifidobacterium lactis, Probio-M8, M8
children’s growth milk formula can facilitate nutrient absorption,
and regulate and strengthen the condition of the digestive
system. The formula is also specially enhanced with a variety of
nutrients, including FOS, GOS, PS, DHA, ARA and lactoferrin. It is
an effective formula that is ideal for children and supports their
growth.
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Yashili’s products also include various milk formula products for
adults and multiple series of dissolvable products, such as two
series of milk formulas for the middle aged and the elderly,
namely Mengniu Yourui Liyi, Mengniu Yourui Xinpei. Through
selecting functional ingredients that benefits the muscles as well
as cerebrovascular and cardiovascular health, this series of milk
formula promote the health of the middle aged and elderly
population. Topconic, the first domestic healthcare milk powder
ever been certified as a healthcare food product in China, was
also launched by Yashili. Topconic’s high-end adult milk powder
for the middle-aged and elderly adopts professional formula and
scientific production to boost “nutrition + immunity” and contains
“probiotics + prebiotics” as the selling point, both setting a new
benchmark for high-end functional milk powder.

Bellamy’s

In August 2020, Bellamy’s launched the Chinese-labelled organic
Equi-pure infant milk formula with the addition of nucleotide. The
product contains six major nutrients, namely DHA, ARA, choline,
taurine, inositol and L-carnitine. In addition, the product has new
ingredients of organic GOS/FOS, a combination of prebiotics,
which can enhance the protection function of the micro
ecosystem of the intestines of infants.

Bellamy’s super high-end organic A2 milk formula series is made
from 1% rare organic milk source, and contains BB-12 active
probiotics, algae oil DHA and lutein. The super high-end organic
goat milk formula series, being awarded Australia dual organic
certifications, contains 100% pure goat milk protein, D-Geni-XTM
probiotics and prebiotics, and over 20 types of nutrients and a full
lactose formula. Bellamy’s also sells other supplementary foods
for infants, including organic baby rice and rice cereal, organic
dried fruits and organic puree.

Key Products:

Reeborne

Arla Baby & Me

- Bellamy’s organic milk powder

- Bellamy’s organic baby rice
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Other Products

Revenue from other products amounted to RMB905.9 million
(2020: RMB457.1 million), accounting for 2.0% of Mengniu’s total
revenue (2020: 1.2%), among which, revenue from cheese
products amounted to RMB656.1 million (2020: RMB388.9
million).

Cheese

E L2 brand covers cheese products including kid’s cheese,
leisure cheese, cheese to go with meals and high-end cheese.
Furthermore, targeting the bakery market, we focused on the
promotion of & L2 refrigerated whipping cream and &£ 2464
cream cheese, thereby covering all consumption scenarios. Key
Products:

-  EfE#HE cheese for children’s growth
-  EfCEHE cheese dessert

- E 2B shredded mozzarella

PRODUCTION

Mengniu deploys its production capacity according to the
potential of relevant markets and its own product strategy. As at
30 June 2021, Mengniu had 41 production bases in China, two
production bases in Indonesia, and one production base in
Australia and New Zealand, respectively. It had a total annual
production capacity of 10.89 million tons (December 2020: 9.9
million tons).

SUSTAINABLE DEVELOPMENT

In the first half of 2021, Mengniu continued to implement its
sustainable development strategies and convened meetings of the
Sustainable Development Executive Committee, annual work
meeting for sustainable development and other meetings. At such
meetings, our Directors and the management discussed key
topics on environment, social and governance (“ESG”) and follow-
up actions of Mengniu, so as to further improve its ESG
management. During the period, the ESG Executive Committee
Secretariat formulated and refined “Administrative Measures on
ESG System of Mengniu ((4ESGHE ZEIE#HA))” and further
optimized the implementation of ESG strategies of Mengniu in
accordance with strategy of “To Create a New Mengniu”.
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Mengniu has been actively committed to combating climate
change through promoting its decarbonization and transformation.
In the Sustainability Report of Mengniu for 2020 ({ —ZE T F XK
A EFEZERRE)), Mengniu undertook to achieve carbon
neutrality earlier than the rest of the industry and will disclose
carbon emission reduction targets and roadmap in 2022. In June
2021, we organized a carbon emission strategy communication
workshop to further optimize the data calculation model which
laid a solid foundation for the formulation of further carbon
neutrality roadmap. In addition, we cooperated with Food and
Agriculture Organization of the United Nations, Global Dairy
Platform, International Dairy Federation and other international
organizations to discuss on the goal and roadmap of carbon
neutrality of dairy industry in China.

In order to further strengthen our environmental protection and
animal welfare management, we are committed to reducing water
usage per ton of dairy product production by 6% in 2025
compared to 2020 and pledge to complete the research and
development of 100% sustainable packaging technology by 2025.
In the first half of 2021, we launched a risk management project
regarding water resources and formulated risk early warning map
for water resources based on the national water scarcity and
quality in China. Efforts have been put in exploring and
introducing new technologies, new methods and new processes
in order to continuously improve the water usage efficiency.

During the period, Mengniu explored innovative applications of
green technology. Shiny Meadow, our fresh milk brand,
innovatively launched a plastic bottle recycling project to produce
asphalt paving with recycled plastic bottles. In April 2021, the first
road paved with recycled plastic waste in China was built. In
addition, we encouraged our supermarket channels to use
recyclable plastic boxes instead of corrugated boxes. Our pilot
program transported nearly 30,000 recyclable plastic boxes and
the use of cartons was significantly reduced. In addition, we
strategically operated with Dow to use post-consumer recycled
plastics (PCR) as product packaging fiims. It is expected that
carbon emission will reduce by nearly 300 tonnes per year after
the switching is done.
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In the first half of 2021, Mengniu promoted a responsible supply
chain and completed the ESG risk identification for its suppliers.
In order to raise the level of sustainable development in the
supplier ecosystem and to reduce the ESG risk in the supply
chain, we had formulated ESG conduct standards and organized
ESG empowerment trainings for our suppliers. Meanwhile,
Mengniu participated in the “Pilot Trial and Promotion of Low
Carbon Emission Plan for Large Scale Ranches in China (4 BIX
ABOSRBORE S R BB E)”, an international cooperation
project initiated by the Consultative Group on International
Agricultural Research (CGIAR), the China Agricultural University
and the Chinese Academy of Agricultural Sciences. We had
invited over 20 ranches to participate in systematic pilot trial and
organized industry professional to perform onsite analysis. We
also formulated strategies to lower carbon emissions, providing a
solid foundation for low carbon emission technology development
in the future. During the period, Mengniu was awarded the
“Green Supply Chain (4t #tFE#E)”, an outstanding enterprise
title.

During the period, Mengniu has been organizing charity activities
and made contributions in respect of one of the United Nations’
Sustainable Development goals, Zero-hunger. As of June 2021,
we had donated 54,581 packages of supplies with a total
amount of RMB3.25 million to 48,000 students from 133 schools
in 12 provinces or municipalities. Mengniu has also participated in
disaster relief charity events, such as the disaster relief event for
Qinghai and Yunnan together with the China Charity Federation
(PEEZEE4S) and the Blue Sky Rescue (EXFIERK) in this
May, and made contributions to disaster relief frontline and
reconstruction by donating dairy products amounted to
RMB300,000 and emergency supplies such as tents.

HUMAN RESOURCES MANAGEMENT

As at 30 June 2021, the Group had a total of 43,397 employees
in Mainland China, Hong Kong, Oceania and Southeast Asia,
including around 2,858 employees working for Yashili. During the
period, total employee costs (including salaries of directors and
senior management personnel) amounted to approximately
RMB3,525.4 million (2020: RMB2,949.1 million).
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In the first half of 2021, Mengniu Group’s human resources
management team continue to build up corporate culture by
deepening and implementing different corporate culture initiatives.
In order to cultivate talents for the new phase of development of
the Chinese dairy industry and the “Creating a new Mengniu (F
Bl—E@# 5 4)" development strategy of the Group, we had
upgraded our human resources team by offering organizational
ability trainings programs, raised the hiring standard, formulated
talent cultivation systems and improved promoting mechanism for
our employees.

Under the Group’s digitalization strategy, in order to stimulate the
vitality of the organization and our employees, we had released a
new performance-based evaluation platform in the first half of the
year, which helped us to achieve online human resources
industrial chain management in seven major aspects, including
target management, performance-based appraisal, comprehensive
counseling and incentive management, and to promote the
process of human resources digital transformation. During the
period, we had fully upgraded our human resources management
platform which greatly enhanced the efficiency of human
resources management, provided a sound foundation for the next
stage of intelligent upgrade for working-hour management and
digital transformation of human resources management.

In view of the implementation of the five-year strategic plan of the
Group, we had started the reformation of our remuneration
incentive system in 2021 by optimizing remuneration structure and
enhancing incentives. 4,503,205 restricted shares were granted to
our employees under the share award scheme in the first half of
the year. In order to motivate the team and key personnel to
create higher value for the Group, and help the Group realize the
goal of “Creating a new Mengniu in five years”, the Company also
proposes to issue up to an aggregate principal amount of the
HK$ equivalent of RMB4,000,000,000 fixed rate 5-year
convertible bonds as part of a new employee incentive scheme,
under which the incentives to be received by the participants are
tied to the performance of the shares of the Company.
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PROSPECTS

Since 2020, Mengniu has flexibly adjusted its business strategy,
which enabled it to seize the increased market opportunities
brought by post-epidemic changes in consumers’ spending habits
and evolution of sales channels in China. As such, the Group
grew faster and managed higher quality development relative to
before the epidemic hit. In addition, Mengniu upgraded its
corporate culture system and laid down a five-year plan. Guided
by the goal of “Creating a new Mengniu”, it will strive to become
consumer’s first choice, a digitalized and internationalized
Mengniu and a Mengniu with strong cultural gene and
responsibility by 2025. Regarding product strategies, the Group
pay close attention to the needs of health-conscious
consumers and the increasing demand for dairy products. It will
continue to focus on developing product categories which are in
demand in the market and have high growth potential. The Group
will also work hard to create high-end products that are organic
and functional, and low in fat and sugar.

will

Mengniu will adopt a customer-centric approach to help with swift
product and technological innovation and meet diversified needs
of consumers. With a brand that stands for safety, quality and
nutritional value, Mengniu will be well received by the consumer
mass, particularly the younger generation, who accept and
recognize its value proposition. Mengniu will become a well-loved
brand of consumers.

On the front of management upgrade, Mengniu has set up a
Digitalization Strategy Management Committee and a Digitalization
Strategy Project Team to speed up the transformation and
upgrade of its digitalization strategy across the Group. In the
future, Mengniu intends to restructure its supply chain, industrial
chain, as well as its organizational and operation model, and also
business model. Such efforts will equip the Group with digital
intelligence, enabling its brand, products and services to reach
target consumers. They will also give the Group’s industrial chain
the ability to evolve and improve on its own and empower the
Group to upgrade and become a platform-based ecological
enterprise that affords high-quality development.
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As for channel strategies, in addition to the vigorous development
of online sales channels including traditional e-commerce, 020
home delivery and community group marketing, Mengniu will
continue to push forward with strategies including targeting
lower-tier markets and its “Penetration into Towns and Villages”
initiative, and encourage its different businesses to further use the
“Smart Network” system.

In addition, the Group targets to become an international brand.
On top of global sourcing deployment, Mengniu also aspires to
claim its share in the international market. With an aim to become
an influential and international enterprise, Mengniu will strengthen
its business in Southeast Asia and Oceania, groom a pool of
high-caliber talent with international perspective and develop an
internationalized dairy industry business model namely the
“Mengniu model”. It is the hope of Mengniu that it can replicate
its success in branding, product offerings and business
operational mode in other countries and regions, to truly become
a brand with global impact.

Mengniu has started enhancing its corporate culture, taking on
the new mission of “Every drop of nutrition makes every life
thrive” and the new vision of “From the grasslands across the
world, Mengniu products nourish and are loved by over 2 billion
consumers around the world”. Guided by its core values of
“consumers are at the heart of all our decisions”, “creative
solution wins the future”, “empower and inspire talents to
succeed” and “our integrity and honesty support our continued
success” and upholding the “born to excel, constantly strive for
self-improving” spirit, the Group is advancing towards achieving
the goals of its 2025 Strategy. Mengniu will promote its mission,
vision and core values to all departments and branches around
the world, instiling them into the heart and mind of every
employee, that it may become an enterprise with a strong
corporate culture, which will transform into impetuses for it to
develop and grow.

Moving forward, Mengniu will continue to walk the quality
development path in steadfast strides, at its best effort to ensure
product and service quality, working by the management
philosophy of no compromise on product quality, value and
execution. It is committed to providing world-class products and
services to consumers around the world. The Group will continue
to develop a responsible supply chain and produce dairy
products in an environmentally-friendly manner. The Group will
make contribution to revitalize the dairy industry in China and
facilitate the industry’s quality development.
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REPORT OF THE DIRECTORS
BEBHRE

The board (the “Board”) of directors (the “Directors”) of the
Company has the pleasure in submitting the interim report
together with the unaudited condensed consolidated financial
statements of the Company and its subsidiaries (the “Group”) for
the six months ended 30 June 2021 (the “Interim Financial
Statements”).

Interim Dividend

The Directors do not recommend the payment of an interim
dividend for the six months ended 30 June 2021 (six months
ended 30 June 2020: nil) and propose that the profit for the six
months ended 30 June 2021 be retained.

Directors’ and Chief Executive’s Interests
and Short Positions in Shares, Underlying
Shares and Debentures

As at 30 June 2021, the interests and short positions of the
Directors and the chief executive of the Company in the shares,
underlying shares and debentures of the Company and any of its
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (the “SFO”)) (the “Associated
Corporation”) as 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 of Hong Kong Limited (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 on The Stock Exchange of Hong Kong Limited (the
“Listing Rules”) were as follows:
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Long positions in the shares of the Company or any of the
Associated Corporations (including options granted under the
Company’s share option scheme):

B

RERETAEBEERND 2R (BER
REB R B h A -

Percentage of
the Company’s/
Associated
Corporation’s
Issued Share

Total Number of

Ordinary Shares/

Company/Name Underlying Capital®
of Associated Shares Held HARAT,
Name of Director Corporation Nature of Interest BEZER EEEEE 81T
ESHE AATHBEEEEE ERME 16 B8 AR 17 48 2 BRAEANBE DL
Lu Minfang The Company Personal Interest 11,651,240(L) W @ 0.295%
EHR PAN/NYS] EPN £
Meng Fanjie Yashili International Personal Interest 100,000(L) @ 0.002%
Holdings Ltd
FRS T F H BRI AR B AR
NS
Notes: P 5T

It represents 783,831 shares granted to Mr. Lu Minfang in which
255,251 shares remain unvested under the restricted share award
scheme of the Company and 10,867,409 underlying shares in
respect of the share options granted under the Company’s share
option scheme.

) The calculation is based on the number of shares as a percentage
of the total number of issued shares of the Company (i.e.
3,948,416,082 shares) and that of Yashili International Holdings Ltd
(i.e. 4,745,560,296 shares) as at 30 June 2021 respectively.

3) Interest held in the capacity of beneficial owner.

L Indicates a long position.

Details of the Company’s share option scheme and restricted
share award scheme are set out in the sections headed “Share
Option Scheme” and “Share Award Scheme”, respectively below.

Save as disclosed above, as at 30 June 2021, none of the
Directors and the chief executive of the Company had any
interests and short positions in the shares, underlying shares and
debentures of the Company or any of the Associated
Corporations as recorded in the register of the Company 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.
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Substantial Shareholders’ Interests

As at 30 June 2021, the interests or short positions of substantial
shareholders, other than the Directors or the chief executive of
the Company whose interests and short positions in the shares of
the Company and of the Associated Corporations are set out
above, in the shares and underlying shares of the Company as
recorded in the register required to be maintained under Section

336 of the SFO were as follows:

Name of Substantial Shareholder

COFCO Corporation

COFCO (Hong Kong) Limited
China Foods (Holdings) Limited
Farwill Limited

Colour Spring Limited

COFCO Dairy Holdings Limited
COFCO Dairy Investments Limited
Prominent Achiever Limited

Arla Foods amba

FIL Limited

Pandanus Partners L.P.
Pandanus Associates Inc.
Brown Brothers Harriman & Co.

Schroders Plc
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HRiEEE (FB)BRAF
FERG(ZER) BRAF
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¥ RARAA
RREILEERERA
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Arla Foods amba

FIL Limited

Pandanus Partners L.P.

Pandanus Associates Inc.

Brown Brothers Harriman & Co.

Schroders Plc
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Notes:

COFCO Corporation is deemed interested in an aggregate of
915,266,304 shares
corporations, being COFCO (Hong Kong) Limited (which is wholly-
owned by COFCO Corporation), China Foods (Holdings) Limited
(which is wholly-owned by COFCO (Hong Kong) Limited), Farwill
Limited (which is wholly-owned by China Foods (Holdings) Limited),
COFCO Dairy Holdings Limited (which is owned by Farwill Limited
as to 70%), COFCO Dairy Investments Limited (which is owned by
COFCO Dairy Holdings Limited as to 82.16%), Prominent Achiever
Limited (which is wholly-owned by COFCO Dairy Investments

in the Company through its controlled

Limited) and WDF Investment Co., Ltd. (which is wholly-owned by
COFCO Corporation).

COFCO (Hong Kong) Limited, Farwill Limited, Colour Spring Limited,
COFCO Dairy Holdings Limited, COFCO Dairy Investments Limited,
Prominent Achiever Limited and Arla Foods amba are deemed
interested in an aggregate of 914,203,304 shares in the Company
under section 317 of the SFO.

COFCO (Hong Kong) Limited is a beneficial owner of 68,029,000
shares in the Company and is deemed interested in another
846,174,304 shares
corporations, being China Foods (Holdings) Limited, Farwill Limited,
COFCO Dairy Holdings Limited, COFCO Dairy Investments Limited
and Prominent Achiever Limited.

in the Company through its controlled

China Foods (Holdings) Limited is deemed interested in an aggregate
of 846,174,304 shares in the Company through its controlled
corporations, being Farwill Limited, COFCO Dairy Holdings Limited,
COFCO Dairy Investments Limited and Prominent Achiever Limited.

Farwill Limited is deemed interested in an aggregate of 846,174,304
shares in the Company through its controlled corporations, being
COFCO Dairy Holdings Limited, COFCO Dairy Investments Limited
and Prominent Achiever Limited.
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COFCO Dairy Holdings Limited is deemed interested in an aggregate
of 846,174,304 shares in the Company through its controlled
corporations, being COFCO Dairy
Prominent Achiever Limited.

Investments Limited and

COFCO Dairy
550,146,260 shares in the Company and is deemed interested in
another 296,028,044 shares in the Company through its controlled
corporation, being Prominent Achiever Limited.

Investments Limited is a beneficial owner of

Prominent Achiever Limited is a beneficial owner of 296,028,044
shares in the Company.

Based on the disclosure of interest filed by Pandanus Associates
Inc., FIL Limited is a controlled corporation of Pandanus Partners
L.P., which is in turn a controlled corporation of Pandanus

Associates Inc.

The total issued shares of the Company as at 30 June 2021 was
3,948,416,082.

Indicates a long position.

Indicates a short position.

Indicates a lending pool.

Save as disclosed above, as at 30 June 2021, no other interests
or short positions in the shares or underlying shares of the
Company were recorded in the register maintained under Section
336 of the SFO.
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Share Option Scheme

On 3 June 2016, the shareholders of the Company approved the
adoption of a new share option scheme (the “2016 Share Option
Scheme”) in order to enable the Group to continue to offer
valuable incentive to attract and retain quality personnel to work
to increase the value of the shares of the Company. The 2016
Share Option Scheme shall be valid and effective for a period of
10 years commencing from 3 June 2016 and will expire on 2
June 2026.

The total number of securities available for issue under the 2016
Share Option Scheme is 391,926,640 shares (being 10% of the
total number of shares of the Company in issue as at the date of
approval (i.e. 3,919,266,402 shares as at 3 June 2016)), which
represents 9.93% of the total issued shares of the Company as
at the date of this interim report (i.e. 3,948,416,582 shares as of
25 August 2021).

The movement of the share options granted under the 2016
Share Option Scheme during the period is as follows.

Number of share options
BREHE

As at

1 January
2021
R-B=-%
~A-8

As at

Lapsed 30 June
during the 2021
period W=ZB=-F
MA%¥ A~A=1H

Granted Exercised
during the during the
period  period®
BARE BRTEY

Name or category of
participant
SRELZLER

Executive Director
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Date of
grant of
share options

RilekERS

Exercise period of
share options

(both dates inclusive)
BRETEDH
(BFEREMR)

Exercise price of
share options
BRETRE
HK$

BT

HTER
Lu Minfang 865,000 - - - 865,000 13.7.2017 13.7.2018 to 12.7.20221 14.812
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“E-N\E+-f-+MA —EF-AEMFE-HZ
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29,906,234 - (307,565  (122,676) 29,475,993




Notes:

The share options will be vested in two equal batches with 50% of
the share options granted vesting on the first and second
anniversaries of the date of grant. In addition, the share options will
only be vested if and when the pre-set performance targets of both
the Group and the participants are achieved. Unless all of these
targets are met, the share options will lapse. The exercise period
ends on a date which is no later than five years from the date of
grant of such options.

The share options will be vested in four batches with 70% of the
share options granted vesting in three equal batches on 1 April
2019, 2020 and 2021, and the remaining 30% of the share
options granted vesting in their entirety on 1 April 2022. In
addition, the share options will only be vested if and when the pre-
set performance targets of both the Group and the participants are
achieved. Unless all of these targets are met, the share options will
lapse. The share options have a contractual life of five years.

In relation to (i) 627,283 options granted, approximately 70% of such
options (being an aggregate of 439,285 options) will be vested in
their entirety on 1 April 2021, and the remaining approximately
30% of such options (being an aggregate of 187,998 Options) will
be vested in their entirety on 1 April 2022; and (i) the remaining
389,604 options granted, 100% of such options will be vested in
their entirety on 1 April 2021. In addition, the share options will
only be vested if and when the pre-set performance targets of both
the Group and the participants are achieved. Unless all of these
targets are met, the share options will lapse. The validity period of
the share options is five years commencing from the date of grant
of such options.

The weighted average closing price of the shares of the Company
immediately before the date on which the options were exercised
was HK$45.95.

Further details of the Share Option Scheme are set out in Note
24 to the Interim Financial Statements.
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Share Award Scheme

Restricted Share Award Scheme

The Company operates a restricted share award scheme (the
“Share Award 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.

During the six months ended 30 June 2021, the number of
shares of the Company granted to selected participants was
4,503,205, of which 128,720 shares were granted to the
Directors, details of which are as follows:

As at Granted during
Name of Director 1 January 2021 the period
R=B=—-%
BEsns —A—BH R
Lu Minfang 369,628 128,720
B HUm

Vested during
the period

e E

PR 51 1 B SR 28 st )

A AR — IR IR A IS S B ([ 42
B EARBBEAFARMEESEE

HARRAAEIRR  HBAEEOTHERR -

BE_Z-_—FXNAZ=ZtHLANEAHE B
FERSHEHENRRGRMDEE 54,503,2050% -
Hrih128, 720 ETES  sFEEHIET

As at

30 June 2021
R=B=—-%
AHA=1+H

Forfeited during
the period

BREE

AR

243,097 - 255,251

Further details of the Share Award Scheme are set out in Note
25 to the Interim Financial Statements.

Save as disclosed above, at no time during the reporting period
was the Company or any of its subsidiaries a party to any
arrangement to enable the Directors or the chief executive of the
Company or their respective associates to acquire benefits by
means of acquisition of shares or debentures of the Company or
any other body corporate.

Save as disclosed above, none of the Directors or the chief
executive during the six months ended 30 June 2021, held any
interest in, or were granted any right to subscribe for, the
securities of the Company and its associated corporations within
the meaning of the SFO, or had exercised any such rights.
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Foreign Currency Risk

As at 30 June 2021, substantially all of the Group’s assets and
liabilities were denominated in RMB except for the cash and bank
balances of approximately RMB287,365,000 (31 December 2020:
RMB2,320,973,000), RMB1,053,854,000 (31 December 2020:
RMB210,395,000), RMB15,076,000 (31 December 2020:
RMB35,978,000), RMB59,216,000 (31 December 2020:
RMB4,781,000), RMB110,864,000 (31 December 2020:
RMB49,514,000), RMB62,266,000 (31 December 2020:
RMB3,309,000), RMB2,329,000 (31 December 2020: Nil),
RMB3,523,000 (31 December 2020: RMB9,597,000),
RMB897,000 (81 December 2020: Nil), RMB1,641,000 (31
December 2020: Nil), RMB12,409,000 (31 December 2020: Nil),
RMB27,000 (31 December 2020: Nil) which were denominated in
United States dollars, Hong Kong dollars, Euro, New Zealand
dollars, Australian dollars, Indonesian rupiah, Singapore dollars,
Danish Krone, Great Britain Pound, Viethamese Dong, Philippine
Peso and Malaysian Ringgit, respectively; there was no pledged
deposits denominated in foreign currency as at 30 June 2021
compare to the balances as at 31 December 2020 there were
approximately RMB188,000, RMB111,320,000 and RMB1,447,000
which were denominated in United States dollars, New Zealand
dollars and Euro, respectively; interest bearing bank and other
borrowings of approximately RMB1,913,784,000 (31 December
2020: RMB1,346,624,000), RMB12,582,030,000 (31 December
2020: RMB12,849,846,000), RMB435,872,000 (31 December
2020: RMB227,989,000), RMB173,768,000 (31 December 2020:
RMB116,252,000), and RMB14,066,000 (31 December 2020: Nil)
which were denominated in Hong Kong dollars, United States
dollars, Indonesian Rupiah, Australian dollars and Euro,
respectively.
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Pledge of Assets

As at 30 June 2021, the Group has pledged certain pledged
deposits, other current assets and non-current assets aggregating
to approximately RMB3,574,177,000 (31 December 2020:
RMB2,937,555,000).

Commitments
Details of commitments are set out in Note 27 to the Interim
Financial Statements.

Change in Information of Directors

1. Mr. Jiao Shuge (alias Jiao Zhen), an independent non-
executive director of the Company, was appointed as a
non-executive director and the chairman of the board of
directors of OCI International Holdings Limited, a company
listed in Hong Kong, with effect from 8 March 2021.
Mr. Jiao resigned as an independent non-executive director
of China Southern Airlines Company Limited, a company
listed in Hong Kong, with effect from 30 April 2021.

2. Mr. Yau Ka Chi, an independent non-executive director of
the Company, was appointed as an independent non-
executive director of HBM Holdings Limited, a company
listed in Hong Kong, with effect from 9 June 2021. Mr. Yau
is also an independent non-executive director of BetterLife
Holding Limited, a company which was listed in Hong Kong
with effect from 15 July 2021.

3. Mr. Julian Juul Wolhardt, an independent non-executive
director of the Company, resigned as an independent non-
executive director of China Modern Dairy Holdings Ltd., a
company listed in Hong Kong, with effect from 1 July
2021.

4. Mr. Lu Minfang, an executive director and chief executive
officer of the Company, was appointed as a non-executive
director and the chairman of the board of directors of China
Shengmu Organic Milk Limited, a company listed in Hong
Kong, with effect from 30 July 2021.
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Corporate Governance

The Company is dedicated to ensuring high standards of
corporate governance with an emphasis on a diligent Board,
sound internal control, and increasing transparency and
accountability to shareholders. The Board acknowledges that
good corporate governance practices and procedures are
beneficial to the Group and its shareholders.

The Company has adopted the code provisions set out in the
Corporate Governance Code (the “CG Code”) contained in
Appendix 14 to the Listing Rules as its own code of corporate
governance practices.

The Board has reviewed the Company’s corporate governance
practices and is satisfied that the Company has been in
compliance with all code provisions of the CG Code during the
six months ended 30 June 2021, except that the Company has
deviated from the Code Provision A.5.1 with the reasons
explained below.

Code Provision A.5.1 of the CG Code provides that an issuer
should establish a nomination committee which is chaired by the
chairman of the board or an independent non-executive director
and comprises a majority of independent non-executive directors.
The Company deviates from this provision as less than half of the
members of the Nomination Committee are independent
non-executive Directors during the six months ended 30 June
2021. The Directors are of the view that Mr. Simon Dominic
Stevens is able to carry out his responsibilities as a member of
the Nomination Committee in the best interest of the
Shareholders notwithstanding that he is not an independent non-
executive director as required under Code Provision A.5.1.

Board of Directors

As at the date of this interim report, the Board currently
comprises two executive Directors, namely, Mr. Lu Minfang (chief
executive officer) and Mr. Meng Fanjie; three non-executive
Directors, namely, Mr. Chen Lang (Chairman), Mr. Niu Gensheng
and Mr. Simon Dominic Stevens; and four independent non-
executive Directors, namely, Mr. Jiao Shuge (alias Jiao Zhen)
(Vice-Chairman), Mr. Julian Juul Wolhardt, Mr. Zhang Xiaoya and
Mr. Yau Ka Chi.
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Securities Transactions of Directors

The Company has adopted, in terms no less exacting than, the
standards required by the Model Code set out in Appendix 10 to
the Listing Rules 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 standard set out in the Model Code throughout the six
months ended 30 June 2021.

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

Neither the Company nor any of its subsidiaries purchased, sold
or redeemed any of the Company’s listed securities during the six
months ended 30 June 2021.

Audit Committee

The audit committee of the Company (the “Audit Committee”)
currently comprises three independent non-executive Directors,
namely Mr. Yau Ka Chi (chairman), Mr. Julian Juul Wolhardt and
Mr. Zhang Xiaoya. The Audit Committee has reviewed with the
Company’s management and the external auditors, the
accounting principles and practices adopted by the Company and
discussed on auditing, risk management, internal control,
whistleblowing policy and system and financial reporting matters,
including the review of the Group’s unaudited interim financial
statements for the six months ended 30 June 2021. The Audit
Committee has also reviewed this interim report.

Appendix 16 to the Listing Rules

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 2020 Annual Report.
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Investor Relations and Communications

The Company adopts a proactive policy in promoting investor
relations and communications. Regular meetings are held with
institutional investors and financial analysts to ensure two-way
communications on the Company’s performance and
development.

By order of the Board

Jeffrey, Minfang Lu
Chief Executive Officer & Executive Director

Hong Kong, 25 August 2021
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INDEPENDENT REVIEW REPORT

Bl SRS

e
EY:

To the board of directors of
China Mengniu Dairy Company Limited
(Incorporated in the Cayman Islands with limited liability)

Ernst & Young

27/F, One Taikoo Place
979 King’s Road
Quarry Bay, Hong Kong

Introduction

We have reviewed the interim financial information set out on
pages 52 to 120, which comprises the condensed consolidated
statement of financial position of China Mengniu Dairy Company
Limited (the “Company”) and its subsidiaries (the “Group”) as at
30 June 2021 and the related condensed consolidated
statements of profit or loss, comprehensive income, changes in
equity and cash flows for the six-month 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 a report on interim financial information to be in
compliance with the relevant provisions thereof and International
Accounting Standard 34 Interim Financial Reporting (“IAS 34”)
issued by the International Accounting Standards Board. The
directors of the Company are responsible for the preparation and
presentation of this interim financial information in accordance
with IAS 34. Our responsibility is to express a conclusion on this
interim financial information based on our review. Our report is
made solely to you, as a body, in accordance with our agreed
terms of engagement, and for no other purpose. We do not
assume responsibility towards or accept liability to any other
person for the contents of this report.

RKETEISEFSET Tel EEE: +852 2846 9888
EHRMEAREEI79SE  Fax {HH: +852 2868 4432
Kt —EE274E ey.com
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Scope of Review

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

Conclusion

Based on our review, nothing has come to our attention that
causes us to believe that the interim financial information is not
prepared, in all material respects, in accordance with IAS 34.

Ernst & Young
Certified Public Accountants

Hong Kong
25 August 2021
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INTERIM CONDENSED CONSOLIDATED
STATEMENT OF PROFIT OR LOSS
MRS IREE

For the six months ended 30 June 2021 BE-E=-—-XA=tHLXNEA

2021 2020
—BC--F —E-FF
RMB’000 RMB’000
AR® T ARBETT
(Unaudited) (Unaudited)
(REER) (REEHEZ)
Revenue WA 45,905,209 37,533,459
Cost of sales $HE R AN (28,352,576) (22,881,073)
Gross profit EF 17,552,633 14,652,386
Other income and gains H A A R e 414,935 296,410
Selling and distribution expenses HERKIHER (12,888,117) (11,499,647)
Administrative expenses THRER (1,634,341) (1,438,981)
Impairment losses on financial and EREEHNEERE
contract assets, net EEF5E (76,625) (101,731)
Loss on derecognition of financial NS AT ERN S F
assets measured at amortised cost BERBERFIEERN
E18 (12,655) (8,253)
Other expenses Hi B (462,685) (943,795)
Interest income AEWA 476,512 564,490
Finance costs A& A AR (304,958) (324,449)
Share of profits and losses of: A& FEREZ
Joint ventures BEME (34,905) (14,853)
Associates iR /N]| 367,253 220,759
Profit before tax B A0 7 E 3,397,047 1,402,336
Income tax expense FriS iz it (429,699) (267,538)
Profit for the period 7 B R 5E 2,967,348 1,134,798
Attributable to: AT&FEN
Owners of the Company iN/NETEZ Z N 2,946,537 1,211,526
Non-controlling interests FEPE AR AR R A = 20,811 (76,728)
2,967,348 1,134,798
Earnings per share attributable to ZA2QTZERERS AL
ordinary equity holders of the BRER
Company (expressed in RMB (AR ARY )
per share)
Basic AR 0.748 0.309
Diluted e 0.744 0.308
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INTERIM CONDENSED CONSOLIDATED
STATEMENT OF COMPREHENSIVE INCOME
MRS EHIXEE

For the six months ended 30 June 2021

BE-Z-—-XxA=1+HILA~HEA

2020
—E_FF
RMB’000 RMB’000
AR®ET ARBFT
(Unaudited) (Unaudited)
(REER) (RE&EZ)
Profit for the period 7553 FI 2,967,348 1,134,798
Other comprehensive income/(loss) Hihzmkz (&FE)
Other comprehensive income/(loss) that may be & ZjfE]A] £ E % 745 2
reclassified to profit or loss in subsequent BBt 2E K~
periods: (E#8) -
Exchange differences: PE 7 =88 -
Exchange differences on translation of BMEBINETEHIE H
foreign operations ZH (274,910) (197,358)
Cash flow hedges: W mEE
Effective portion of changes in fair value of REABE R TA
hedging instruments arising during the ’Afﬁ BEEBHER
period fB (28,225) 8,721
Reclassification adjustments for gains B ARG BE KA
included in the consolidated statement of Ui Ve R E T
profit or loss DERFAE - (10,814)
(28,225) (2,093)
Share of other comprehensive income/(loss) of 15355%‘2\7 ﬁﬁ i)
associates Uz, (&E 1,030 (3,632)
Net other comprehensive loss that may be HEHBEAEEHRIEE
reclassified to profit or loss in BERNEM2EER
subsequent periods FE (302,105) (203,083)
Other comprehensive income/(loss) that will not B £ BjfE] T & & 27 5482
be reclassified to profit or loss in 18 7 B E i 2 [H Y 7 /\/
subsequent periods: (E518) -
Exchange differences: BEE 54, 2= B8 -
Exchange differences on translation of BME B INETFRIIE
foreign operations =H 41,882 —
Equity investments designated at fair value 5 i BUARAREFTERHE
through other comprehensive income: ~ # FH) Tt AHMEE K E
KR I A -
Changes in fair value NREEE (27,038) 27,854
Net other comprehensive income that will HE#HEASEHFIEE
not be reclassified to profit or loss in B EM2EkE
subsequent periods FH 14,844 27,854
Other comprehensive loss, net of tax Hith2HEE  NBRHE (287,261) (175,229)
Total comprehensive income for the AEHMEEIKEELE
period 2,680,087 959,569
Attributable to: DA‘F%??J?ETE :
Owners of the Company RREEBA 2,689,738 1,054,554
Non-controlling interests FEPERR AR SR A = (9,651) (94,985)
2,680,087 959,569

EEmofF g oo omo
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INTERIM CONDENSED CONSOLIDATED
STATEMENT OF FINANCIAL POSITION
M E IR R SRl SRR

30 June 2021

—BRC--FXA=*H

30 June 31 December
2021 2020
—E--—F —EERF
AA=+HB +=ZA=1+—8
RMB’000 RMB’000
AR¥T T ARET T
Notes (Unaudited) (Audited)
B 5E (REEER) (K& %)
NON-CURRENT ASSETS FREBEE
Property, plant and equipment ME - BFE KR 11 13,077,242 12,546,604
Construction in progress EREIR 12 3,646,860 2,729,469
Investment properties "EYE 63,106 63,924
Right-of-use assets FREEE 1,984,609 1,847,675
Goodwill EES 13 5,258,383 4,883,291
Other intangible assets EtEpEE 8,420,201 7,717,340
Investments in joint ventures REELEMRE 2,000 103,427
Investments in associates REE N FIHIRE 14 9,241,189 9,020,464
Deferred tax assets EEFRIAE E 1,698,388 1,276,625
Other financial assets HiemmEE 15 11,454,836 7,690,082
Long term prepayments REITE( /0B 860,383 760,762
Total non-current assets BIERBEE 55,707,197 48,639,663
CURRENT ASSETS REBEE
Other financial assets HemEE 15 6,391,921 7,752,088
Derivative financial instruments PTEeRTA 8,766 2,175
Inventories "E 16 5,165,525 5,512,450
Trade and bills receivables U BR TR K R R 17 3,887,854 2,988,362
Prepayments, other receivables and TEFT IR - A b B UEUIR
other assets LEMEE 5,819,069 3,604,858
Pledged deposits REEFR 18 258,406 249,521
Cash and bank balances Bae MRITHEF 18 8,086,329 11,397,123
Assets of a disposal group classified D EABEEFEN
as held for sale BEHNEE 10 944,893 —
Total current assets BREEE 30,562,763 31,506,577




HES4AXERAT T FRERE

INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
hHEI AR S MBAMRR R

30 June 31 December
2021 2020
— -7 —E-FHF
A=+ +=—A=+—H
RMB’000 RMB’000
ARET T AERET T
Notes (Unaudited) (Audited)
B 5 (REEX) (EZ)
CURRENT LIABILITIES REaE
Trade and bills payables AR R EE 19 8,265,865 7,969,321
Other payables and accruals HEEMRIERTERER 20 9,977,707 11,465,916
Interest-bearing bank and other FTEHRITREMEE
borrowings 21 7,122,225 4,924,393
Derivative financial instruments TESMTA 6,958 3,653
Income tax payable FERETEH 622,143 181,013
Other financial liabilities EMermaE 22 1,601,200 1,600,200
Total current liabilities BRBBE 27,596,098 26,144,496
NET CURRENT ASSETS FREBEE 2,966,665 5,362,081
TOTAL ASSETS LESS CURRENT HEERARBERE
LIABILITIES 58,673,862 54,001,744

” =l E
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

SRR S MR R

30 June 31 December
2021 2020
—E-—F —E-FF
~A=+HA +=—A=+—H
RMB’000 RMB’000
ARET T ARET T
Notes (Unaudited) (Audited)
B 5k (REEZR) (EZ)
NON-CURRENT LIABILITIES FRBEE
Interest-bearing bank and SEBRITREMEE
other borrowings 21 16,240,139 14,019,832
Long term payables RHE A 17,825 —
Deferred income IEIEU A 479,927 420,006
Deferred tax liabilities EEFHIBEE 2,188,682 2,279,605
Derivative financial instruments EtemaeE 70,063 34,742
Other financial liabilities EteraE 22 131,780 -
Total non-current liabilities BIEREEE 19,128,416 16,754,185
NET ASSETS FEE 39,545,446 37,247,559
EQUITY xR
Equity attributable to owners RABIEB AEGEZR
of the Company
Share capital f&% A 23 359,384 359,359
Treasury shares held under share EERETE BN
award scheme EfFE G5 (29,244) (56,916)
Other reserves H 11,695,470 12,953,689
Retained earnings RE R E 22,673,047 19,726,510
34,698,657 32,982,642
Non-controlling interests FEFERR IR WA 2 4,846,789 4,264,917
TOTAL EQUITY R 39,545,446 37,247,559

Chen Lang
PR BA
Director

BF

Jeffrey, Minfang Lu

E&R
Director

EE
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
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INTERIM CONDENSED CONSOLIDATED
STATEMENT OF CASH FLOWS
MRS IAEREE

For the six months ended 30 June 2021

2021
RMB’000

ARET R
Notes (Unaudited)
Bt 5 (REEZ)

Cash flows from operating activities REEBELENRESRE
Profit before tax: e B AR - 3,397,047
Adjustments for: MTISBEELAE
Interest income FEHA (476,512)
Finance costs =Y DN 304,958
Depreciation of property, plant and ME - BERZBITE
equipment 6 915,524
Depreciation of right-of-use assets FREEENE 6 165,253
Depreciation of investment properties WEMERE 6 1,903
Amortisation of other intangible assets Hanmp & e 6 36,034
Gains on disposal of items of property, REVHE BMERZHZ
plant and equipment g (2,478)
Impairment of financial and contract CREENEERBER
assets, net 6 76,625
Impairment of prepayments, other TEATRRIE ~ H i fE R IE
receivables and other assets K B A& ERE 5 =
Write-down of inventories to net FEMRZIZERFE
realisable value 5 84,178
Write-down of assets of a disposal WRAOBEAFEFEN
group classified as held for sale BREHENEE 5 —
Amortisation of deferred income for BERTER A
assets (44,938)
Share of profits of associates FE AL B = R B F)E (367,253)
Share of losses of joint ventures EheaErEEBE 34,905
Net fair value gain on as deemed an BREENRKRENRE
associate investment Wz 58 (79,041)
Net fair value (gain)/loss on ARMESZARE
exchangeable bonds (Wz), B8 55 (47,373)
Loss upon exercising of exchangeable THEAIRBRESFNEE
bonds 5 10,584
Gains arising from other financial assets LA SR AN T 2 89 H Atp
at amortised cost ERMEEKRE (322)
Foreign exchange (gains)/loss, net B (W), Bi8F8E (2,706)
Net fair value loss on a convertible ABEASREAAE
promissory note B8 5B 5 1,326
Net fair value (gain)/loss on other HihemEEAAE
financial assets (Wa), K18 %58 (4,985)
Net fair value loss on forward currency BERERAHNARERE
contracts R 5 10,635
Loss on re-measurement of an equity WEEBEETITEAE
interest in a joint venture upon ERENEE
business acquisition 38,092
Equity-settled share option LA R 193 3% 5% 1) s A A &2 B
arrangements 24 11,891
Share award scheme IR = S22/t & 25 96,267

B

BE-Z-—-XxA=1+HILA~HEA

2020
T _FF
RMB’000
ARET T
(Unaudited)
(REEZ)
1,402,336

(664,490)
324,449

845,372
136,400
1,765
49,027
(6,213)
101,731
67,234
54,992
71,628
(23,454)

(220,759)
14,853

29,672

5,824

7,055
10,112

34,808
77,846
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2021 2020
—B=-—F —T_TF
RMB’000 RMB’000
AR® T ARET T
(Unaudited) (Unaudited)
(REEX) (RE&EZ)
4,159,614 2,420,188
(Increase)/decrease in other financial Hiv & rEE (gm), md —
assets — entrusted loans to certain BTETNHENZRER
dairy farmers (99,621) 11,844
Decrease in inventories FERL 375,839 1,037,188
Increase in trade and bills receivables G N EEE Sl (891,216) (556,197)
Increase in pledged deposits RESFHILM (8,885) (236,085)
Decrease in prepayments, other TEFIE - HAERERIE K
receivables and other assets HEuBEERD 1,040,490 722,219
Increase in trade and bills payables FEAS BR X R AR IE N 60,667 1,200,770
Decrease in other payables and accruals — HAbfERFIERIBRE AR (1,123,771) (1,041,427)
Cash generated from operations EEREEANRS 3,513,117 3,558,500
Interest paid SAHF B (284,699) (312,188)
Income taxes paid SR (524,321) (549,536)
Net cash flows from operating REEBREENTEESRE
activities 2,704,097 2,696,776
Cash flows from investing activities RETHELNRSRE
Purchase of items of property, plant and BB - BE MR E
equipment (492,826) (468,243)
Additions to construction in progress RETETIRE (2,033,487) (1,155,561)
Purchase of land use rights included in BETACAEEED
right-of-use assets I Hb (0 FA A (33,714) (44,415)
Purchase of other intangible assets BEAEMEREE (9,404) (14,222)
Proceeds from disposal of items of REWE  BERZRERE
property, plant and equipment RIE 56,892 30,780
Proceeds from disposal of other intangible 5 B H {th £ 2 & & Fr 15 5008
assets 3,999 -
Disposal of other financial assets EEHMEREE
— equity investment — RERE - 63,388
Purchase of other financial assets BEEOESRMEE
— equity investments — RERE - (20,026)
Purchase of other financial assets BEAMEMEE
— hybrid financial instrument — BEE&mMIE = (457,643)
Purchase of other financial assets BEEMEREE
— debt investment — ERRE (23,670) -
Purchase of other financial assets BEEMERMEE
— investment deposits — BEGER (10,518,500) (12,679,900)
Withdrawal of other financial assets W e & Aty & gl & B
— investment deposits — REGFXK 11,762,382 11,610,341
Increase in other financial assets Hith & &0 & ZE 1N
— entrusted loans — ZER (373,070) (1,030,000)
Withdrawal of other financial assets Y [ & b & mb & B
— entrusted loans — RFEERX 21,372 2,060,000
(Increase)/decrease in time deposits with RBHE A=A LD
original maturity of more than three EEFERGEM), 6>
months (3,904,160) 1,274,913
Interest received U B I B 292,109 600,663
Acquisition of subsidiaries U B 11 A (179,324) (10,817)
Prepayment of purchase of an equity EERERENENR
investment (3,000,000) -
Acquisition of an associate i lNG) (944,141) (286,601)
Acquisition of joint ventures e E b (2,000) —
Disposal of subsidiaries HETAR 65,000 -
Dividends received from associates U B B 5 R R EY AR B, 35,704 -
Receipt of government grants related to WEHREEETEEMRBZ
purchase of fixed assets IEgisR kA 80,762 121,896
Net cash used in investing activities RETHFTARSFE (9,196,076) (405,447)
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2021 2020
—B-—F —EZEF
RMB’000 RMB’000
AR¥ T ARBTT
(Unaudited) (Unaudited)
(REEX) (RE&EZ)
Cash flows from financing activities RETHELENRERE
Issue of corporate bonds BITARMES 6,500,000 9,835,602
Repayment of corporate bonds EEAFES (4,000,000) (1,000,000)
Repayment of exchangeable bonds BEIRBES - (1,435,055)
New interest-bearing bank loans Hat BRRITER 6,681,288 8,616,129
Repayment of interest-bearing bank loans  E&z BRITER (4,590,234) (10,109,683)
Decrease in pledged deposits for RITERBRE TR D
bank loans = 23,386
Principle portion of lease payments HEMNROAL IS (154,998) (102,746)
Repayment of long-term payables BERAEMNRIE = (492)
Repayment of other financial liabilities of a  EER =T = —FIIEH
subsidiary acquired in 2021 FRAIZHMEHEBE (315,000) —
Disposal of equity interests in subsidiaries £ & T A &) 2 f& i
without loss of control CRBRAEHIRE) 4,185 1,291
Acquisition of non-controlling interests U B JE o0 A% A% SR A 25 (6,783) (11,901)
Shares issued under equity-settled share 1R i& LAY S (T HO BE AR i 22 BE
option arrangements BEITRRD 5,846 72,202
Dividends paid to owners of the TRARRBHEE ARRE
Company (1,071,603) (706,661)
Dividends paid to non-controlling interests =2 1 JF 22 B A% B HE 25 B A% & - (10,576)
Net cash flows from financing BETHELEFRSRE
activities 3,052,701 5,171,496
Net (decrease)/increase in cash and cash BHE&&KBEEEEWCR L),/
equivalents N8 (3,439,278) 7,462,825
Cash and cash equivalents at 1 R—A—BHEER
January ReZEEY 9,225,493 3,798,118
Effect of foreign exchange rate changes, ERGFHNTE (FH)
net (22,511) 1,230
Cash and cash equivalents at RAA=Z+HAENEESR
30 June REZEEY 5,763,704 11,262,173
Analysis of balances of cash and cash B&RBEESEEYWEBDT
equivalents
Cash and bank balances as stated in the A EIRSBA4R A I AR &R
interim condensed consolidated YIBRME & RIRITET
statement of financial position 8,086,329 11,512,173
Time deposits with original maturity of REEH A=A L&
more than three months TEHF R (2,322,625) (250,000)
Cash and cash equivalents as stated in N HEREE RS RERT
the interim condensed consolidated FIEMBE e RREEEY
statement of cash flows 5,763,704 11,262,173
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NOTES TO INTERIM CONDENSED CONSOLIDATED
FINANCIAL INFORMATION
1 5 & AR fix = Wl % &5 4 B 51

30 June 2021 —E-—-%XA=1H

Basis of Preparation

The interim condensed consolidated financial information for
the six months ended 30 June 2021 has been prepared in
accordance with IAS 34 Interim Financial Reporting and the
disclosure requirements of the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited
(the “Listing Rules”). The interim condensed consolidated
financial information does not include all the information and
disclosures required in the annual financial statements, and
should be read in conjunction with the Group’s annual
consolidated financial statements for the year ended
31 December 2020.

Changes In Accounting Policies and
Disclosures

The accounting policies adopted in the preparation of the
interim condensed consolidated financial information are
consistent with those applied in the preparation of the
Group’s annual consolidated financial statements for the
year ended 31 December 2020, except for the adoption of
the following revised International Financial Reporting
Standards (“IFRSs”) for the first time for the current period’s
financial information.

Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4
and IFRS 16

B R B T s s RIS O5R - BIR & 52 A2 395% -
BIRR B I 5B 798 - BRI 53R 5 2R
B4 REIR B R EERE 165 AEE]

Amendment to IFRS 16

Bl R B 7 s R 18RS R

Amendment to IFRS 16

mREE

BHE_ZT-_—FXA=ZTHLEXNEANS
HERASRAM BRI S RRER S &L
EAR [P HYBEHE I RBEMAR BN
BRAREZ EHARR (T EMRR) 2
BRERE AT HERGRAMBEHRRY
ABAFEMBHRERABTO2MER LK
B HERAEEBEE_T_TFL+_A
=T BLEFENFERKEMBERER 6

ENRREBRKE

RETHEREEYBRERARANER

BREGHEZFBE_T_TFE+_A
St RLEFEAREFEEAVBERE
—BO AT AR 2 M B E R E IR
THRERT R BIR B 75 3R 5 2 A (TR R Bt
B R ) BROM ©

Interest Rate Benchmark Reform — Phase 2

F|EEENE — F—H

Covid-19-Related Rent Concessions
FEER G ERIEHEE L EE
Covid-19-Related Rent Concessions beyond

30 June 2021 (early adopted)

B R B 75 &5 2 R 1657 MY EFT —F——
(FRRE]RW)

FNA=FAEFEBNEERIEHEE T EE
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
RS BAAR S WS E R

Changes In Accounting Policies and 2. B BXREHIREE@
Disclosures (continued)

The nature and impact of the revised IFRSs are described KREFTERE M B mE RN MEE RTEN
below: N

(@)

Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and
IFRS 16 address issues not dealt with in the previous
amendments which affect financial reporting when an
existing interest rate benchmark is replaced with an
alternative risk-free rate (“RFR”). The phase 2
amendments provide a practical expedient to allow the
effective interest rate to be updated without adjusting
the carrying amount of financial assets and liabilities
when accounting for changes in the basis for
determining the contractual cash flows of financial
assets and liabilities, if the change is a direct
consequence of the interest rate benchmark reform
and the new basis for determining the contractual
cash flows is economically equivalent to the previous
basis immediately preceding the change. In addition,
the amendments permit changes required by the
interest rate benchmark reform to be made to hedge
designations and hedge documentation without the
hedging relationship being discontinued. Any gains or
losses that could arise on transition are dealt with
through the normal requirements of IFRS 9 to
measure and recognise hedge ineffectiveness. The
amendments also provide a temporary relief to entities
from having to meet the separately identifiable
requirement when an RFR is designated as a risk
component. The relief allows an entity, upon
designation of the hedge, to assume that the
separately identifiable requirement is met, provided the
entity reasonably expects the RFR risk component to
become separately identifiable within the next 24
months. Furthermore, the amendments require an
entity to disclose additional information to enable
users of financial statements to understand the effect
of interest rate benchmark reform on an entity’s
financial instruments and risk management strategy.

(

a)

BER S| E ERNFIN - EER S5
RERIFE395 « BRI | ELERIFT
5% - BRSBTS $h o E RSB 458 K BIER
MR EERNE16TRENIERT 5 AR
Z B8 B R s BB RT TR B 3 1Y
IR - BVE R A M R AR A H
R EBRAEE - F - HERTR
HATTHREE  MEEELERK
HRFEEENEMAESORSR
MEEERENTESRAZE ZRE
FHEE AREENEREERE
BENANRSRAEEENGT AR
B AAENERNXEHARARS
BEENMBENREE N ZF
ERT A FHE R R E LN T TR K
BB Ehe s B A R T H AR
BrEh B R o N BREEME RN
Wes kB 18 - M RBERE RS ER
FOFM — MR EFT EMERE K
M o RFER]INE R kR A B EE
MR 15 E BB D A 51T 85|
MRE - BIARIEE —HEHE - &
EENBRTHBINMRTE  ERQ
RIZAR ETEHIR] R R 248 A A&
[ B F) R ey BB B 0 3 AT R R o Lt
S REBRREARARBELE
B BY B HRERNOERE AT HEHN
FEENEHRAANUHTARRR
EERBEAMTE -

wr A WD
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION

AR

REMBERMEE

2. Changes In Accounting Policies and
Disclosures (continued)

(@)

(continued)

The Group had certain interest-bearing bank and
other borrowings denominated in Hong Kong dollars
and foreign currencies based on the Hong Kong
Interbank Offered Rate and the London Interbank
Offered Rate (“LIBOR”) as at 30 June 2021. Since the
interest rates of these borrowings were not replaced
by RFRs during the period, the amendment did not
have any impact on the financial position and
performance of the Group. If the interest rates of
these borrowings are replaced by RFRs in a future
period, the Group will apply this practical expedient
upon the modification of these borrowings provided
that the “economically equivalent” criterion is met.

Amendment to IFRS 16 issued in March 2021 extends
the availability of the practical expedient for lessees to
elect not to apply lease modification accounting for
rent concessions arising as a direct consequence of
the covid-19 pandemic by 12 months. Accordingly,
the practical expedient applies to rent concessions for
which any reduction in lease payments affects only
payments originally due on or before 30 June 2022,
provided the other conditions for applying the
practical expedient are met. The amendment is
effective retrospectively for annual periods beginning
on or after 1 April 2021 with any cumulative effect of
initially applying the amendment recognised as an
adjustment to the opening balance of retained profits
at the beginning of the current accounting period.
Earlier application is permitted.

2.

SHBREHRIBE @

(@)

()
AEER-_Z-_—FA=THEAE
FaHBRITREAMEE AT RINE
EEMEREBIRITRAZERE KB
RITRIZEFEETEFE - ARHRNZ
ZLREEMF B IELAE R B F EE
K Bt B ARSI EHAS BN %
R R RIRA R o i 3E R IR HR
M ZEEE MR R D E R B F 2B
R AEESEEEZEEEREE
BEABEBERE  HEAEAFA&ESE
B IR 2R -

R FZARBMBERY RS
RERNFE165FNERT RAB AR —E
AfTHREE B+ ZEARNRA
BETHARERRERENEERR
REANHSRREABERERG
JEIE - it RATTHRETRERR
FRREE-_T-_—FxA=+Az%k
ZHAMBEENFNEERR - AT
BIEMZATTRE AW EAM G -
ZETH 2 —FMA—Hz%&
FIa ) FEMEEPAR - EREA
ZIERTM R ERA/RITEH
PR RE B R - ZEFTAFT
hERTEM -
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION

2. Changes In Accounting Policies and
Disclosures (continued)

(b)

(continued)

The Group has early adopted the amendment on
1 January 2021 and applied the practical expedient
during the period ended 30 June 2021 to all rent
concessions granted by the lessors that affected only
payments originally due on or before 30 June 2022
as a direct consequence of the covid-19 pandemic.
For the six months ended 30 June 2021, no
reduction in the lease payments arising from the rent
concessions (six months ended 30 June 2020:
RMB1,339,000) has been accounted for as a variable
lease payment by derecognising part of the lease
liabilities and crediting to profit or loss for the period.

Operating Segment Information

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

Liquid milk products — —

Ice cream products  —

Mik powder products —

Others segment -

manufacture and distribution of ultra-high
temperature milk  (“UHT milk”), milk
beverage, yogurt and fresh milk

segment

manufacture and distribution of ice cream
segment

manufacture and distribution of milk

segment powder

principally the Group’s cheese business and
trading business

2.

3.

RS BAAR S WS E R

SHBREHRIRE @

(b)

(#8)

REEBERR _E-_—F—H—HIEH
RZER]  BEREBE T =-—FX
A=+HIHAERRE=_ZE ==
NAZ T B ZA R e R
ABHRFUBRESEENEETE
Mt EfeERRAZAITE
BHE-BE-_ZE-—%XA=+H
LENEA - AR EIABUEERS S E
EREMmMTABENARNEETER
EftF T EAecEREREE
NHBIHEBAREZ2-_Z-F
FRAZ+THLERER: AR
1,339,0007T) ©

gesHEas

aepiS

EETE  AEBEIZEMLREEE

EBET AETINERHRELEDE -

ok

o 1

glMERHS — (TUHTH]) - AL&# -
Bl R
HERERDE — EEREHKEH
RERAH - LEREHDH
o HttinwE - IBRAKRENBRELR
BH%EH

” Jgefs e - oo
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
R BAAR S M E R

Operating Segment Information (continued)
Management monitors the results of the Group’s operating
segments separately for the purpose of making decisions
about resources allocation and performance assessment.
Segment performance is evaluated based on reportable
segment profit/loss, which is a measure of adjusted profit/
loss before tax. The adjusted profit/loss before tax is
measured consistently with the Group’s profit/loss before
tax except that interest income, non-lease-related finance
costs, share of profits/losses of associates and joint
ventures, income tax expense, as well as head office and
corporate income/expenses are excluded from such
measurement.

Segment assets exclude investments in associates and joint
ventures, assets of a disposal group classified as held for
sale and other unallocated head office and corporate assets
as these assets are managed on a group basis.

Segment liabilities exclude other unallocated head office and
corporate liabilities as these liabilities are managed on a
group basis.

Intersegment sales and transfers are transacted with
reference to the selling prices used for sales made to third
parties at the then prevailing market prices.

3.

Ko EE R @
EREBVERAEESLLEDIRELE -
DERBBERD B R RIBFTHARE -
DERIB BB A R D EEAIE,EiE (H
BHEHAEBANE BHEN—EE) 7
VARHAE o &R ATAE,FigmAEEL
FRATFE, BEAOTES B R B
A FEEERBEREKAN - BOBE AR K
AEMNENE BB ERIERATR
N TETBERZTENRN -

DHEEL TERNBEARRAEDLE
BWIRE DEARARENREMRNEE -
AREMADEBHEELABEE  Toi
REtEFEEREEEmER -

DHMBELNEEREM I BNEBRA
ARE  TERNEFEEREEERER -

DEHEHEENERN2EUNERMERS
ZHHEMRANEBETRS °
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
RS BAAR S WS E R

Operating Segment Information (continued) 3.
The following tables present the revenue, profit and certain
asset and liability information for the Group’s operating

g o EE R @
TRE5IAEEEE D BEYA - FIER
BrEERBENEER :

segments:
Six months ended 30 June 2021 Liquid milk Ice cream  Milk powder
BE-E--EXA=THLAEA products products products Others Total
BEDBER  KEKER MRER Hity Fob
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETTE AR%TR AR®TR AR%¥Tn ARETx
(Unaudited) (Unaudited) () (Unaudited) (Unaudited)
(RE&ER) (REERK) (REER) (REERK) (REBERK)
Segment revenue (note 4): ABYCA (i :£4)
Sales to external customers BETIEEP 39,448,116 3,003,898 2,547,324 905,871 45,905,209
Intersegment sales AEEEE 208,221 21,231 6,976 494,324 820,752
39,746,337 3,025,129 2,554,300 1,400,195 46,725,961
Reconciliation: R
Elimination of intersegment sales HEDHRHEE (820,752)
Revenue WA 45,905,209
Segment results DHEE 2,415,206 528,089 (130,057) (72,351) 2,740,887
Reconciliation: R
Interest income B HA 476,512
Finance costs (other than interest on BB A (HREEEE
lease liabilties) F.ESN) (293,046)
Share of loss of joint ventures EEEECEER (34,905)
Share of profits of associates JEEBEDANE 367,253
Corporate and other unallocated DA REM S E A
income 140,346
Profit before tax A7 3,397,047
Income tax expense FriEH i (429,699)
Profit for the period REF) 2,967,348
At 30 June 2021 RZZ--%XA=1+H
Segment assets PBEE 52,362,320 4,689,462 19,041,085 1,077,365 77,170,232
Reconciliation: HE
Elimination of intersegment Y45 B R B
receivables . (29,436,039)
Corporate and other unallocated AAREMTHBEE
assets 28,347,685
Investments in joint ventures NVRERENKE 2,000
Investments in associates REERAIREE 9,241,189
Assets of a disposal group classified  HEAHAREN
as held for sale REHZEE 944,893
Total assets BEE 86,269,960
Segment liabilities FBERE 23,702,581 3,267,240 11,248,119 1,699,139 39,917,079
Reconciliation: .
Elimination of intersegment payables %137 AR fE T 7R (29,436,039)
Corporate and other unallocated REREMTISBMEE
liabilities 36,243,474
Total liabilities MEE 46,724,514
(]
” B Bl RS
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
R BAAR S M E R

3. Operating Segment Information (continuesy 3. K& IE R @

Slx months ended 30 June 2020 Liquid milk lce cream Milk powder
A= products products Others
IR M EE I E @ Hity
RMB'OOO RMB’000 RMB’ OOO RMB OOO
AREF T ARETT ARETT  ARET
(Unaudited) (Unaudlted) (Unaudited) (Unaudited) (Unaudlted)
(REER) ( %) (REERZ) (REER) )
Segment revenue (note 4): AEBUA (HEE4)
Sales to external customers HETIIEP 32,565,272 2,229,183 2,281,948 457,056 37,533,459
Intersegment sales HEREHE 345,461 32,264 19,853 118,341 515,919
32,910,733 2,261,447 2,301,801 575,397 38,049,378
Reconcilation: HE
Elimination of intersegment sales D HEEE (515,919)
Revenue ON 37,533,459
Segment results FTHEE 604,961 218,108 86,643 14,602 924,314
Reconcilation: FE
Interest income FEWA 564,490
Finance costs (other than interest on BB A (BEEEE
lease liabilities) FE5N) (311,340)
Share of loss of a joint venture EEEECEER (14,853)
Share of profits of associates Fé R & DR FIE 220,759
Corporate and other unallocated AR RE M E M E
income 18,966
Profit before tax 75377 1,402,336
Income tax expense et (267,538)
Profit for the period RERFE 1,134,798
At 30 June 2020 R-B-ZHXA=+H
Segment assets AHEE 50,133,621 2,229,772 18,418,896 1,025,520 71,807,809
Reconciliation: HE
Elimination of intersegment B4 5 abrm e E
receivables (23,303,442)
Corporate and other unallocated AAIREMTIHHBEE
assets 28,431,877
Investment in a joint venture A“@%E’J&ﬁ 125,987
Investments in associates R & A RREE 7,912,866
Assets of a disposal group classified iﬁ AREREN
as held for sale REHAVEE 60,000
Total assets BEE 85,035,097
Segment liabilities PHER 27,266,430 2,473,778 10,898,727 1,362,420 42,001,355
Reconciliation: HE
Elimination of intersegment payables ﬁ DR ENFE (23,303,442
Corporate and other unallocated ARREMTHBUAE
liabilities 32,573,063

Total liabilities BafE 51,270,976
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
RS BAAR S WS E R

Revenue 4. WA
An analysis of the revenue is as follows: AR ST -

For the six months ended 30 June
HEXA=THLEXER
2021 2020
—E-—F —E-TE
RMB’000 RMB’000

AR®T T AR®ET T
(Unaudited) (Unaudited)
(REER) (CREEE®Z)

Revenue from contracts with customers: HRBEZEFE &KW A :

Sale of goods HHE P m 45,905,209 37,525,584
Consigned processing services ZEMITARE - 7,875
45,905,209 37,533,459

” J.g Ealm!.ulu:llm
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
R BAAR S M E R

Revenue (continued)
Disaggregated revenue

information for revenue

from contracts with customers

For the six months ended 30 June 2021

Segments

Liquid milk
products
BEMER
RMB’000
AR¥T R
(Unaudited)
(RBER)

4. WA @)
REESASHRANSBRAEE

BE-E=-—FXA=1tHLAXEA

Ice cream
products
TKEME m
RMB’000
AR TR
(Unaudited)
(RRER)

Milk powder
products
BHER
RMB’000

ARB TR
(Unaudited)
(REER)

Others

Hith
RMB’000
AR®T T
(Unaudited)
(RBER)

Total

Bt
RMB’000
AR TR
(Unaudited)
(REBEXK)

Type of goods: BmES:
Sale of products EmEE 39,448,116 3,003,898 2,547,324 905,871 45,905,209
Total revenue from contracts with REERFANKARRE

customers 39,448,116 3,003,898 2,547,324 905,871 45,905,209
Geographical markets: WEmS
Mainland China B K BE 39,444,139 2,624,274 1,954,505 905,871 44,928,789
Overseas SN 3,977 379,624 592,819 = 976,420
Total revenue from contracts with RERPEHKARE

customers 39,448,116 3,003,898 2,547,324 905,871 45,905,209
Timing of revenue recognition: BRRANERS
Goods transferred at a point in time A E-—BEHELER 39,448,116 3,003,898 2,547,324 905,871 45,905,209
Total revenue from contracts with RERFPAENKALRRE

customers 39,448,116 3,003,898 2,547,324 905,871 45,905,209
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
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A )
REEFEFEHWANDBWRAER (#)

Revenue (continued) 4.
Disaggregated revenue information for revenue
from contracts with customers (continued)

For the six months ended 30 June 2020

Segments

Liquid milk
products
2 i
RMB’000
ARET T
(Unaudited)
%)

BE-—ZS-ZEFANA=1tHLAXEA

Ice cream
products
hEE
RMB’000
ARETT
(Unaudited)

Milk powder
products
MHER
RMB’000

ARETT

E1%)

RMB'000
AR
(Unaudited) (Unaudited)

Others Total

Hith st
RMB’000
T ARETT
(Unaudited)
%) (

Types of goods or services: BRIREES !
Sale of products HRE 325650272 2220183 2,274,073 457,056 37,505,584
Consigned processing service ZEMIRS - - 7,875 - 7,875
Total revenue from contracts with REZPAKIMAEE

customers 32,565,272 2,229,183 2,281,948 457,056 37,533,459
Geographical markets: WEmHS
Mainland China B A BE 32,550,709 2,229,183 1,328,967 457,056 36,565,915
Overseas skl 14,563 - 952,981 - 967,544
Total revenue from contracts with RERPENKALRE

customers 32,566,272 2,229,183 2,281,948 457,056 37,633,459
Timing of revenue recognition: BREANRRS
Goods transferred at a point in time ~ RE—BHEHELER 32,565,272 2,229,183 2,274,073 457 056 37,525,584
Services transferred at a point in RE-BEEHEBRE

time - - 7,875 - 7,875
Total revenue from contracts with REZPAKIMAEE

customers 32,565,272 2,229,183 2,281,948 457,056 37,533,459

Note: The revenue for the six months ended 30 June 2021 fizr: BEZZT-——FA=THLAEAID

RMB656,076,000

RMB388,890,000) of
“Others” segment above.

(six months ended 30 June 2020:

“Cheese products” contains in

& E f | &9 W A A R #656,076,0007T
(Bz2—Z-ZFA=+HIL EA:
A K #388,890,0007T) B ¥EE A LK

[E Al Ep -
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
R BAAR S M E R

5. Other Expenses 5. EMEH

For the six months ended 30 June
BZEARA=+tHILEAREAR

Write-down of inventories to net

78 MUR E A 2375 E

2021
—E_—F
RMB’000

ARMT T
(Unaudited)
(REERK)

2020
—TFTF
RMB’000
ARBF T
(Unaudited)
(REEER)

realisable value 84,178 54,992
Write-down of assets of a disposal group  #UR D AFEFEY
classified as held for sale BREHRNEE = 71,628
Impairment of prepayments, other TERTFRIE « E b fE U RIE
receivables and other assets N HEH A& ERE - 67,234
Donations B 14,904 445,858
Educational surcharges, city construction 2 & W INE - 4 &
tax, and other taxes RN R EHAMARIE 250,787 211,938
Net fair value loss on forward currency IREASNE S W) N R EER
contracts R 10,635 10,112
Loss on partial disposal of equity BB S B & A R R E 2
interests in associates 518 10,584 -
Net fair value loss on exchangeable AIRMESF DR EERE
bonds FEE = 29,672
Net fair value loss on convertible ARREEEEREZ ARE
promissory notes [ SEi=pd- 1,326 1,200
Net fair value loss on warrants REEEZ AL EEE
HEE = 11,817
Foreign exchange losses, net I W E 18 F 5 - 5,824
Loss on re-measurement of an equity WEEBSEF 24 %
interest in a joint venture upon a ERENESR
business acquisition 38,092 —
Others H At 52,179 33,520
462,685 943,795
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION

Profit Before Tax

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

RS BAAR S WS E R

i Al ) 8
N LR IR M ATl I Rk e
H5

For the six months ended 30 June

BERNA=THIEAREA

2021 2020
= _ﬁi == qﬁ — 7 — E'E
RMB’000 RMB’000
AR®E T ARBFIT
Notes (Unaudited) (Unaudited)
B 5 (REEER) (RE&EZ)
Cost of inventories sold HEFERAR 28,352,576 22,876,292
Cost of consigned processing  Z sE 1 T R Ak A&
services = 4,781
Cost of sales THE A 28,352,576 22 881,073
Impairment of financial and ERNEERBETE:
contract assets, net:
Impairment of trade Z 5B REFE
receivables, net 76,625 100,757
Impairment of financial assets ETATERIE - EffE
included in prepayments, W kI8 K EoAth & EE Y
other receivables and other TREERESFRE
assets, net = 974
76,625 101,731
Depreciation of property, plant — #% « = MR EFE
and equipment 11 915,524 845,372
Depreciation of right-of-use TREEENE
assets 165,253 136,400
Depreciation of investment REMEITE
properties 1,903 1,765
Amortisation of other intangible = th 4 72 & 7= # 84
assets 36,034 49,027
Outsourcing expenses SNEEB A (a) 155,764 197,242
Other rental expenses HEMEEER 145,015 140,719
Display space fees Bk 1) 2= ] & A 1,573,968 1,840,301
Employee benefit expense EERANER (PRESR
(including directors’ and RBITHAEZHE)
senior executive’s
emoluments) 3,525,431 2,949,141
Note: MisE -
(@)  For the purpose of promoting operation efficiency, the Group @ ATREZFERE AEBIIPETEM

outsourced the production of certain products. The amounts

represent the total amounts paid by the Group for

purchasing outsourcing services.

MAEE - ZEREFKREREEZZINE
BRI HOAEER -
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
R BAAR S M E R

Income Tax Expense

Under the Law of the People’s Republic of China on
Corporate Income Tax (“PRC CIT Law”), except for certain
preferential tax treatment available to certain subsidiaries of
the Group, the entities within the Group are subject to PRC
corporate income tax (“CIT”) at a rate of 25% (2020: 25%)
on the taxable income as reported in their statutory
accounts which are prepared in accordance with the PRC
accounting standards and financial regulations.

B
BEREARKMBECEMESTE(HE
TEEMBHRZED  BAKEETFRARE
RETHBEBIN  AEEETHERE
SRR TE R B T2 ME RN EIZ25% (=
T_TF 1 25%) IHERMPBREME
BREMEHR]) AEREB THRES
SR EA RS IEERRE

For the six months ended 30 June
BEAA=1tHLEAREAR

2021 2020
—E-—F —ETF
RMB’000 RMB’000
ARET T
(Unaudited)
(REEZ)

AR®T T
(Unaudited)
(REER)

Current income tax BNHA FR 18 Bt
Current income tax charge BVERFR 1S B2 i 871,562 460,381
Deferred income tax ELEFTEH
Relating to origination and reversal of tax BRI IEEIE K LI
losses and temporary differences EREEE KB (441,863) (192,843)
429,699 267,538

During the period, certain PRC subsidiaries were subject to
tax concessions in accordance with (i) the PRC CIT Law; (i)
“The notice of tax policies relating to the implementation of
western China development strategy”; and (i) “The notice of
preferential tax policy for preliminary processing of
agricultural products”.

Dividends

The directors do not recommend the payment of an interim
dividend for the six months ended 30 June 2021 (six
months ended 30 June 2020: Nil).

During the six months ended 30 June 2021 and 2020, the
Company declared and paid a final dividend of RMB0.268
and RMBO0.181 per ordinary share as proposed for the year
ended 31 December 2020 and 2019, respectively, to the
shareholders of the Company.

HA - REOFECEAETXL : (ER
AR E B 78 B0 K 3 B RS A R A MR SR ]
BHBA) LR EREXEEMS
HEERRNWRERVMIHE (F1T)H
BA)  ETHEFRARZARBES -

IR 2
BEVTEBRERE_T_—F A=
HIEAEAMFTHRE (BE_T-_FFX
A=1THBIREA: &) -

HE—Z-—4FR-FE-ZTHA=1+H
EAREA ARRRBREEREZE-Z =
TER _E-NF+-_A=Z+—BHILFE
DRAARARBRRERLENARRES
B AR A R #0.268 T M ARBE0.1817T ©
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION

RS BAAR S WS E R

9. Earnings per Share Attributable to 9. KAREEREEAEBGENER
Ordinary Equity Holders of the Company 25
(@) Basic earnings per share (@ BREXRZF

The basic earnings per share amounts for the period
is calculated by dividing the profit for the period
attributable to ordinary equity holders of the Company

RS REREH REMAEA
A% R A RS FUB B A E,
BT RRBE BT -

by the weighted average number of ordinary shares

outstanding during the period.

A reconciliation of the weighted average number of

HE G IE AR AT TR

shares used in calculating the basic earnings per MEBRAELOT

share amount is as follows:

Issued ordinary shares at

For the six months ended 30 June
BEAA=1+RHLXEA
2021 2020
—E-—F —ETF
Number of Number of
CHETE shares

igrig 4| e B

(in thousand) (in thousand)
(F®&) (F1&)
(Unaudited) (Unaudited)
(REBER) (REEFEZ)

R—A—HEZTEER

1 January 3,948,108 3,935,015
Effect of share options exercised BITEERENTE 116 1,013
Effect of shares purchased under RIERZ BT 20

share award scheme I 1D &y 52 & (8,163) (14,185)
Weighted average number of EERERRFAN

ordinary shares for the purpose I AR N T

of the basic earnings per share

calculation 3,940,061 3,921,843

” =l E
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
R BAAR S M E R

9. Earnings per Share Attributable to 9. KATREBEREEAEBGNER

Ordinary Equity Holders of the Company 2R @

(continued)

(b) Diluted earnings per share (b) SREERR
The diluted earnings per share amounts is calculated BREERATRBIHANARRFED
by dividing the profit for the period attributable to [ B AR FEBR AR ERTE T
ordinary equity holders of the Company by the ERBFNETRAHBARNE 2T TR
weighted average number of ordinary shares in issue IS - UREBRTAEAEEE
during that period, as used in the basic earnings per TEE B AR R TR s i R
share calculation, and the weighted average number B REREETH S B INET
of ordinary shares assumed to have been issued at no BHEEE -

consideration on the deemed exercise or conversion
of all dilutive potential ordinary shares into ordinary

shares.
A reconciliation of the weighted average number of T E TR EEE 2 N R FT A hniE S E AR
shares used in calculating the diluted earnings per MEBRAEGHLOT

share amount is as follows:

For the six months ended 30 June
BZEAA=1tHLAEA

2021 2020
—E-—& —E T
Number of Number of
CHETE shares
B3 & B gk gE]
(in thousand) (in thousand)
(FRB) (FA%)
(Unaudited) (Unaudited)
(REEERK) (REEZ)
Weighted average number of EERERRFAN
ordinary shares for the purpose B DN F I
of the basic earnings per share
calculation 3,940,061 3,921,843
Effect of dilution — Weighted BEYE — TRIRME
average number of ordinary T8
shares:
Share options i P b 14,160 5,734
Share awards % 22 42 /) 6,049 5,025
Weighted average number of HEEGREERFAN
ordinary shares for the purpose LB DA F I E

of the diluted earnings per share
calculation 3,960,270 3,932,602
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION

10. Assets of a Disposal Group Classified as

11.

Held for Sale

On 22 March 2021, Inner Mongolia Mengniu Dairy (Group)
Company Limited (“Inner Mongolia Mengniu”), a subsidiary
of the Company, entered into a sale and purchase
agreement with China Modern Dairy Holdings Ltd. (“China
Modern Dairy”), an associate of the Group, and Inner
Mongolia Fuyuan International Industrial (Group) Corporation
Limited (“Fuyuan”), a then associate of the Group, pursuant
to which Inner Mongolia Mengniu agreed to dispose of its
43.35% equity interest in Fuyuan, excluding Austin Holding
Co., Limited (“Austin”), to China Modern Dairy for an
aggregate consideration of approximately RMB1,508,670,000.
The transaction is expected to be completed within one year.
As such, the Group’s investment in associates in Fuyuan was
classified as assets of a disposal group classified as held for
sale as at 30 June 2021.

Property, Plant and Equipment

Movements of property, plant and equipment during the

10.

11.

RS BAAR S WS E R

TEAFARENEEEARNEE

—TE-—HF=RA-+=-8 AQFFAA
NEHERFILE(ER)RGERAT (A
SRE))BEAEEBE QR FEBERKE
TRERAB ([FRERKE]) RAEE
ERMNBEEARASTEEREBRER (£
B)ERAF(ERDEITEEHE - 1%
I ARSRFRESEMBER(TBE
Austin  Holding Co., Limited ([Austin]))
43.35% M EE FHRBERMRME BREY
B AR#1,508,670,0007T ° :Z X 5 FEsT &
R—FERATEK -BE-_E-—F A=+
H AEBUHBELNRERNEESEA
BEGFENREHRNEE -

M= BERRE
WE - BERRERABNEBHNT -

period are as follows:

2021 2020

—E-_—F —E-TF

RMB’000 RMB’000

ARET AR T T

(Unaudited) (Unaudited)

(REEERK) (REEZ)

Carrying amount at 1 January R—A—HMEREE 12,546,604 11,102,702

Additions #n 51,171 89,025
Transfers from construction in progress EReTEIR(ME12)

(note 12) 903,848 1,241,652
Transfers from investment properties EHERKREDE - 8,527
Transfers to assets of a disposal group EREDEAFTEFEN

classified as held for sale BREHNEE = (104,955)
Transfers to construction in progress EREERTRE (ME12)

(note 12) (1,260) (16,293)
Transfers to investment properties BTN EYE (1,085) (1,485)
Disposals RE (46,135) (27,977)
Acquisition of subsidiaries g S aVNC] 547,631 10,949
Depreciation charge for the period KEFEE R (M5t6)

(note 6) (915,524) (845,372)
Exchange realignment PE X % (8,008) (22,447)
Carrying amount at 30 June RANAB=THMNE®EE 13,077,242 11,434,326

=~

or7
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION

R BAAR S M E R

12. Construction in Progress
Movements of construction in progress are as follows:

12. FEIRE

HEETEESHNT :

2021 2020

—E-—F —E-FTF

RMB’000 RMB’000

AR®ET ARBF T

(Unaudited) (Unaudited)

(REEER) (REEZ)

Carrying amount at 1 January R—A—BHEEEAE 2,729,469 2,231,333

Additions o 1,820,869 1,155,561
Transfers from property, plant and HEEOYE - BE MRS

equipment (note 11) GESRD 1,260 16,293
Transfers to property, plant and EBREYE - BENREE

equipment (note 11) GEIRD (903,848) (1,241,652)

Transfers to other intangible assets EREHMEREE (7,021) (21,483)

Acquisition of subsidiaries g S /N 6,390 33

Exchange realignment [E 5 3 2 (259) (281)

Carrying amount at 30 June RANAZ+TENE@E 3,646,860 2,139,804

13. Goodwill

13. &

2021 2020

—E-—F —EETF

RMB’000 RMB’000

AR®T T ARBETT

(Unaudited) (Unaudited)

(REEZR) (REezEZ)

Carrying amount at 1 January R—HA—H®EAEE 4,883,291 4,718,657
Acquisition of subsidiaries W HEF R A 26 470,227 92,091
Exchange realignment PE W 35 & (95,135) (30,510)
Carrying amount at 30 June RANAZ+HMERE 5,258,383 4,780,238
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION

14. Investments in Associates

Among the Group’s investments in associates, China
Modern Dairy is a strategic partner of the Group mainly
engaged in the production and sale of raw milk products.

As at 30 June 2021, the Group held 3,653,945,781 shares
of China Modern Dairy, representing approximately 51.40%
(six months ended 30 June 2020: 58.15%) of the issued
share capital.

On 5 June 2020, the Company redeemed the
US$194,800,000 zero coupon exchangeable bonds issued
in 2017 (the “Old Exchangeable Bonds”). On 24 June
2020, the Company issued US$100,000,000 exchangeable
bonds due 2023 (the “New Exchangeable Bonds”) at the
interest rate of 1.50% per annum payable semi-annually,
which are exchangeable into 613,877,227 shares of China
Modern Dairy at the notional exchange price of HK$1.2625
per share, representing approximately 9.58% of the issued
share capital of China Modern Dairy. In connection with the
issuance of the New Exchangeable Bonds, the Company,
as lender, lent to BOCI Financial Products Limited (“BOCI”),
as borrower, 613,877,227 shares of China Modern Dairy in
aggregate (the “Loaned Securities”), which represent
approximately 9.58% of the issued share capital of China
Modern Dairy, in accordance with a securities lending
agreement (the “Securities Lending Agreement”). Upon the
effectiveness of the Securities Lending Agreement, voting
rights in relation to the loaned securities shall pass from the
lender to the borrower.

Up to 30 June 2021, the New Exchangeable Bonds holders
exercised for 71,823,631 shares of China Modern Dairy. The
remaining New Exchangeable Bonds are exchangeable into
542,053,596 shares of China Modern Dairy, representing
approximately 7.63% of the issued share capital of China
Modern Dairy.

RS BAAR S WS E R

14. REEE QATNKRE

EARKERENBE QR T - PEEAK
ERAGHEIERZRPEREEREE
H SRS BB 1 o

R-TE-—FXA=+H AEEHEFH
3,653,945,781 X R BIR KM E P tn - 152
BITIRANS1.40% (BHE_ZT_FFH
=+ HIEANER :5815%) °

NRZEBE-_ZEXARA AARERRZ
T —+FE1THI194,800,0003% T Z B A R
BES(ERRRESR]) RZZEZEF
ANAZTMA  ARRIRFEEEFE AR
K1 50%EETHR T =S 38K
100,000,0002 7T A] X (& 5 ([ 1 Al IR fE
) HIRRBERXMESR1.26258 08
AR EIRAKRERNE13,877,227 AR
ERBIIR R ED BT AL9.58% A #
BITHARBRES  ARE (ERERT)
BREFESFELHR(EHELHBZRD AP
REESMEREGRAR ([FIREE ] (1E
BERT)EE A £613,877,227 % F HIR
REERG ([EHESF]) @ EEPBER
WD BITRRANE79.58% © F B A& H =
AL EHESFNEERERERS &

BEERT -

HE-Z_-_—FXA=1H HAaxHkE
EREAE AT R 71,823,631 HIE R
BMERG -EHRFAIRBESATN LB
542,053,596 f% 7 Bl IR B AR D 5 E
RRBED BITIRALT7.63% °

wr A WD
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
R BAAR S M E R

14. REBERQNTNERE @

14. Investments in Associates (continued)

Aggregating the effect of the Group’s shareholdings of
51.40% (six months ended 30 June 2020: 58.15%), the
potential voting rights of 7.63% shares underlying the
remaining New Exchangeable Bonds (six months ended
30 June 2020: 9.58%) when exchanged, management is of
the option that the Group has less than 50% substantive
voting rights over China Modern Dairy.

As at 30 June 2021, when assessing whether the Group
has control over China Modern Dairy, management
considered all facts and circumstances, including but not
limited to the substantive voting rights over China Modern
Dairy, the voting rights attached to the loaned securities
and their inability to be exercised by the Group, and the
Group’s representation on the board of directors in China
Modern Dairy. Taking into account these factors,
management’s judgement is that the Group has no control
over China Modern Dairy and continues to account for
China Modern Dairy as an associate using the equity
method.

Kt R AR EBATHE51.40% K E(HE T
ZZEFRNA=ZTHIEAMEA :5815%) « &
BT R ESERENT.63% (HEZT
“EFXNA=ZFTHIEANMEA 9.58%) &k n
MNEBEREEIVE EEERALEH
BEMNTBRBERRENEEMHRERDR
50% °

RZE-—FXNA=Z+H EFEAEE
EEEGPRBERKER  BEERESE T
FTEEEREBER  BEATRANRPER
REENEEUHRERE  BHEFANSE
CERRESELFANEERTE  RASE
ERFERARREESENREKR -KEE
ERK EEEBHAE  AEBEHFRAR
MESELGIE BRRBERBEEL—
REEE N B BB IAEZEAER -
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
RS BAAR S WS E R

15. Htb & mEE

15. Other Financial Assets

30 June 31 December
2021
—_E_-_—F
ANA=T1H =+—H
RMB’000 RMB’000
AR¥T ARBFIT
(Unaudited) (Audited)
(REEFR) (2= %)
At fair value through other DAREBENEEESSH
comprehensive income: AR EEWE :
Hong Kong listed equity investment BELMIRERE 81,707 108,745
Unlisted equity investment JE LR IEIRE 20,026 20,026
101,733 128,771
At fair value through profit or loss: UARESFEEESH
FFAEE:
Unlisted equity investments JELETRERE 3,926 230,384
Convertible promissory note AR AR A H IR = 226,414
Hybrid financial instrument BERBIA 472,432 470,076
Short term investment deposits HHREFR 5,614,132 6,858,012
6,090,490 7,784,886
At amortised cost: RN :
Short term entrusted loans EHETER 681,795 630,000
Long term entrusted loans EHEAER 1,016,981 775,391
Long term entrusted loans due within R—FAREz REBAE
one year = 95,995 37,662
Long term receivables KEAE W3R8 4,029 6,883
Long term time deposits (note 18) RHTEHEFER (ME18) 9,831,742 6,078,577
Debt investment BEREEE 23,992 —
11,654,534 7,528,513
Total other financial assets EthemEERT 17,846,757 15,442,170
Current & 6,391,921 7,752,088
Non-current IERE 11,454,836 7,690,082
17,846,757 15,442,170

™~
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16. Inventories

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
R BAAR S M E R

16. E&

30 June 31 December

2021 2020

—E-—F —EEF

xA=+A +=A=1+—~

RMB’000 RMB’000

AREBT AREEFTT

(Unaudited) (Audited)

(REEZR) (Fe224%)

Raw materials R AT # 2,743,225 2,425,018

Finished goods BUPK 2,422,300 3,087,432
Total inventories at the lower of cost and 3% 5 7N B2 A] %4 357 )5 (H f) 85

net realisable value KEFENFERRE 5,165,525 5,512,450

17. TRADE AND BILLS RECEIVABLES

The Group normally allows a credit limit to its customers
which is adjustable in certain circumstances. The Group
closely monitors overdue balances. In view of the
aforementioned and the fact that the Group’s trade
receivables relate to a large number of diversified
customers, there is no significant concentration of credit
risk. The Group does not hold any collateral or other credit
enhancements over its trade receivables. The trade
receivables are non-interest-bearing.

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

17. EWERR R EH
AEEBREBETEERCEEEE 1A
EEFERTETAR - AEBTER
BEREERES BR XA RAEE
HEK RS EARTRERNEFEH -
B B A E R AR o Ak 5 B 3 4
H P R S A (TR sk A 3R
F+ o fEUK B 2R I A I & o

RS HIR - A HIBR B 18 545 B B I BR X
REBZEZAHNRESTOT -

Within 3 months 3{E A AR
4 to 6 months 42 61E A
7 to 12 months 72121@ A
Over 1 year 1 F

30 June 31 December
2021 2{02210)
—F=-—F —E-FF
ANA=+H +TZHA=+—H
RMB’000 RMB’000
AR¥ET AR®EFT T
(Unaudited) (Audited)
(REHEX) (K 2=%)
3,172,222 2,484,058
460,213 380,879
158,849 73,089
96,570 50,336

3,887,854 2,988,362
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION

18. Cash and Bank Balances and Other

Deposits

AR EA

18. HERBITEER

30 June
2021
—E——£F
~B=+H

RMB’000
AR¥T T
(Unaudited)
(REEER)

REMBERMEE

77

31 December

2020
— T

— =< —=

+=-—A=+—H

RMB’000
ARBT T
(Audited)
(R EZ)

Cash and cash equivalents as stated PR HEREE RS
in the consolidated statement of mMERNRE R
cash flows REFEY 5,763,704 9,225,493
Pledged deposits RESHER 258,406 249,521
Time deposits TE BRF 3K 12,154,367 8,250,207
18,176,477 17,725,221
Less: Pledged deposits W RBEESFER (258,406) (249,521)
Less: Long term time deposits (note 15) & : KEIFEHIFER
(Ft5E15) (9,831,742) (6,078,577)
Cash and bank balances as stated in the A H EAFSBR 45 & B 75
consolidated statement of financial HRERNIRE K&
position RITHETF 8,086,329 11,397,123
Note: B5E -

The Group’s pledged deposits were as follows:

AEBENRESFEHIRN

T

30 June 31 December

2021 2020

—B-—F —TZTHF

~HA=1H +=-—A=+—H

RMB’000 RMB’000

AR® T ARBTT

(Unaudited) (Audited)

(REEZ) (FE#EZ)

Pledged to secure bills payable EHRAEFENZR 258,406 119,521
Pledged to secure letters of credit EHRAEFERE = 130,000
258,406 249,521

™~

B
IC: Eatm:muﬂﬁ_n
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
R BAAR S M E R

19. TRADE AND BILLS PAYABLES 19. ENERRRERE
An ageing analysis of the trade and bills payables as at the EREREBRIZEZHBHNRERRN
end of the reporting period, based on the invoice date, is as BRER DAL T
follows:
30 June 31 December
2021 2020
—E-—F —E-TF
~A=+RA +=-A=+—H
RMB’000 RMB’000
AR T T ARBT T
(Unaudited) (Audited)
(RBEZ) (EZ)
Within 3 months 31E A AR 7,355,458 7,183,665
4 to 6 months 4% 618 A 778,556 725,645
7 to 12 months 72121E A 89,244 40,720
Over 1 year 1A 42,607 19,291
8,265,865 7,969,321
20. Other Payables and Accruals 20 HttERREBERARER
30 June 31 December
2021 2020
—E-—F —E-TF
ARA=+H +TZHA=1+—H
RMB’000 RMB’000
ARET T AREEFTT
(Unaudited) (Audited)
(REEZ) (Z)
Contract liabilities aHEE 1,144,016 3,470,305
Refund liabilities BRAaE 40,672 34,534
Salary and welfare payables R Fe kENE 1,024,388 1,908,387
Other payables H {th e~ FRIE 7,768,631 6,052,690
9,977,707 11,465,916
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
RS BAAR S WS E R

21. Interest-Bearing Bank and Other 21. G ERITRHEMEE
Borrowings
30 June 31 December
2021 2020
—B-—F —E-FF
~A=+H +=-A=+—H
RMB’000 RMB’000
AR¥T T AR®ET T
(Unaudited) (Audited)
(REEX) (K5 %)
Current: ENHER :
Short-term bank loans, secured FMERITE R - BRI 1,072,570 —
Short-term bank loans, unsecured MHISRITE R EIEE 3,857,992 4,767,206
Super short-term commercial papers B EA R E 5 2,000,000 —
Lease liabilities HEAaRE 191,663 157,187
7,122,225 4,924,393
Non-current: JEBNER :
Long term bank loans, unsecured RHIRITE R - EEKT 1,986,298 —
US$100,000,000 1.50% exchangeable RZEZTFBTH
bonds issued in 2020 (note 14) 100,000,000 7T 1.50%
AIRMES (5E14) 838,405 1,014,361
US dollar bonds EnES 11,572,325 11,681,205
Renminbi corporate bonds ARBEPEGBS 500,000 —
Medium-term notes hEEIR 1,000,000 1,000,000
Lease liabilities HEARE 343,111 324,266
16,240,139 14,019,832
23,362,364 18,944,225

B
IC: Eatm:muﬂﬁ_n
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
R BAAR S M E R

22. Other Financial Liabilities

Present value of redemption amount
for potential acquisition of puttable

A REI BB A E &

R RS

22,

Hitb&MEE

30 June
2021
B
AB=1+H
RMB’000
ARET T
(Unaudited)
(REBER)

31 December
{07210}

RMB’000
ARBETTT
(Audited)
(& EZ)

non-controlling interests EO4¢zIRE () 1,601,200 1,600,200
Convertible bonds Al IR 1E 5 131,780 -
Total fEkE 1,732,980 1,600,200
Current portion BIEfR 1,601,200 1,600,200
Non-current portion JEENHA 131,780 —

(@)

Under the equity joint venture contract entered into
between Inner Mongolia Mengniu Dairy (Group)
Company Limited (“Inner Mongolia Mengniu”) and
Danone Asia Pte Ltd. (“Danone Asia Pte”) dated
9 August 2013, an option was granted to Danone
Asia Pte to terminate the equity joint venture contract
and sell the entire stake of Danone Asia Pte to Inner
Mongolia Mengniu at the exercise price within a
15-day period at the beginning of each biennial
(2-year) period from the seventh (7th) anniversary of
the relevant closing date under the amended and
restated framework agreement, subject to compliance
with the then applicable laws and regulations by the
Company, including the then relevant Listing Rules in
connection with connected transactions. As at
30 June 2021, the Group derecognized the entire
interest held by Danone Asia Pte of RMB526,891,000
(31 December 2020: RMB445,788,000) and
recognised a present value of the amount payable
upon exercise of the option of RMB1,601,200,000
(31 December 2020: RMB1,600,200,000) as a
financial liability and accounted for the difference in
equity. As at 30 June 2021, the Group is negotiating
with Danone Asia Pte to terminate the equity joint
venture contract and buy back the entire interest held
by Danone Asia Pte under the equity joint venture
contract.

BEASESREILE (£8) BRHAR
AR (ARG ) BiZEgemMBRA
Al ([ZEgEmM I R_E—=FENF A
Bil WA EKEAR - EREME
B—IERIEEE A ELBRT RENK
ERGHMERE Bmt7)EFE
EMQ)FHEARE TRARALLE
BEKEEAR Wik Esa MR ES
HIZITEBEFTARSELF  BARE
BB ST E B A8 AR MOE R AR
T BIEE AR LT AR BIRE R R E
FEHBET R - E-—FEXA=F
B AEBKR FHEREEDNSER
2R A RE526,891,000T (=&
—EE+_A=+—H: AR
445,788,0007T) MIZTT{# I8 IR RS fE
3R IE A IR E A R #1,601,200,000
T(ZE_TEF+_A=+—H: A
R #1,600,200,00070) lER A4 @A
B ITHEEET AR BHEZZT
T—FXNA=1+H AREETLEERE
DMpERIEEEEEERERE
BEEMBEABKEARIZFENEE

e

fEas o
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
RS BAAR S WS E R

23. Share Capital 23. B

For the six months ended 30 June (Unaudited)

BEAA=THLRER (REER)

2021 2020
—E-_—-F —T-TF
Number of Number of
ordinary shares Amount  ordinary shares Amount
ZEREAE co-] EEER S¢S T
’000 RMB’000 ‘000 RMB’000
THR AR%Tx TR AR®ETRT
Issued and fully paid: BEIRER
At 1 January (Audited) wn—H—H
(&EZ) 3,948,108 359,359 3,935,015 358,257
Shares issued under R LA R 1 ST AT 9
equity-settled share BRI BT
option scheme B1p (REEER)
(Unaudited) 308 25 3,575 326
At 30 June (Unaudited) RANA=+H
(REEEZ) 3,948,416 359,384 3,938,590 358,583
During the six months ended 30 June 2021, 307,565 (six REBE_ZT-_—FA=THIEXEA-
months ended 30 June 2020: 3,574,812) share options 307,565 (B2 _EF NA=+AH1
have been exercised, resulting in the issue of 307,565 (six NERA 38,574,812 ) BEIRIEEITE - FEL
months ended 30 June 2020: 3,574,812) ordinary shares 17307565 (BEZT_TF A=+
(equivalent to share capital of RMB25,000 (six months BI1E/NE A : 3,574,8120%) EimA% (FAE R
ended 30 June 2020: RMB326,000)) of the Company and RATRAARE 25,000 (BEZE =T
share premium of RMB5,753,000 (six months ended FRXA=ZTBHIEAEA - AR ¥326,000
30 June 2020: RMB71,876,000). The weighted average TL)) R 0w B A R #5,753,0007T (B 2
share price at the date of exercise for these options was ZEZTEFRNA=THIEAER AR
HK$46.53 per share (six months ended 30 June 2020: 71,876,0007T) © % EERENITE B 20
HK$30.48). BEHRERETRIS3BT(HE_T=

TENAZTHIENEA 30488 7T) °
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION

R BAAR S M E R

24. Share Option Scheme
Movements of outstanding share options

24.

B ErE
MR R B

Lapsed/
As at Granted  Exercised forfeited As at Exercisable
1 January during the during the during the 30 June at 30 June
2021 period period period 2021 2021
®
3 : B —®--#
—E--f BRE¥/ =—T-—-% KA=tH
Date of grant == Rl RA=tH ATE
13 July 2017 —T—+FtA+=H 2,223,903 = (94,300) = 2,129,603 2,129,603
7 May 2018 —Z-N\FRALA 3,029,141 = (209,918) = 2,819,223 2,819,223
24 December 2018 “E-N\F+-A=-1+mA 23,636,303 = (3,347) (109,331) 23,523,625 14,896,685
1 April 2020 ZZT-TFNA-A 1,016,887 = = (13,345) 1,003,542 815,544
Total @Er 29,906,234 = (307,565) (122,676) 29,475,993 20,661,055

Lapsed/
As at Granted Exercised forfeited As at  Exercisable
1 January during the during the during the 30 June  at 30 June

period period period 2020
, S
BAKN/
Date of grant i A 8 BRTE )

13 July 2017 -5t A+=H 4,834,032 - (903,450) - 3,930,582 3,930,582
7 May 2018 ZZ-N\FRAtA 7,384,194 - (840,362) (306,437) 6,237,395 6,237,395
24 December 2018 “T-N\E+ZA=+mA 33,781,930 —  (1,831,000) (2,913,473) 29,037,457 12,822,247
1 April 2020 —Z-ZTFNA-A - 1,016,887 - - 1,016,887 -
Total Bt 46,000,156 1,016,887  (3,574,812)  (3,219,910) 40,222,321 22,990,224
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION

24. Share Option Scheme (continued)

Movements of outstanding share options (continued)
The average fair value of equity settled share options
granted during the year was estimated as at the date of
grant using a binomial model, taking into account the terms
and conditions upon which the options were granted. The
following table lists the significant inputs to the model used:

RS BAAR S WS E R

24, BIRETE )

EARITEBREZ S (#)
FARBUBRND XNOBREZ FHAR
BIRELARER B ERAETRE
At B E B R A 2 B R R R I
e TREIIFMAREZ EXHABE

2018
—E-N\F

7 May 24 December

EAtA +=A=tWMmH
Dividend yield (%) AR B (%) 0.69 0.64 0.57 0.65
Expected volatility (%) TEEDR B (%) 32.30 34.00 34.00 32.18
Historical volatility (%) B £ R B E (%) 32.30 33.90 34.12 32.18
Risk-free interest rate (%) 12 3B I 2 (%) 0.53 2.14 1.96 0.97
Option life (years) FERREF A (F) 5 5 5 5
Spot price (HK$ per share) BEREE(ET/8R) 26.30 26.05 23.80 14.62
Exercise price (HK$ per share) TEB BT/ 8R) 26.54 26.05 23.93 14.81
The fair value of the share options granted during the six REBEEZZT-_ZFA=+HIEAER "

months ended 30 June 2020 was estimated to be
RMB6,525,000 (RMB6.42 each) at the grant date.

For the six months ended 30 June 2021, the Group
recognised an expense of RMB11,891,000 relating to the
fair value amortisation of share options during the period (six
months ended 30 June 2020: RMB34,808,000).

BEYBBRENAABERTHBAGFAA
R ¥6,525,0007C (B AR#6.427T) °

REEZE-_F-_—F~A=+HI~EA -
REBREAERE BERERN R EEH
X ARME11,801,0007T (BE-Z—-F
FRA=ZTHIEAER : ARM34,808,000
JT) °
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
R BAAR S M E R

25. Share Award Scheme

Particulars and movements of share award scheme:

2021

Fair value
per share 1

BRAAE R

25.

As at
NENTETY
=[3]=[¢

Number of

Notes (HK$)

shares

RERBE
FEETEE B TR

—E-—fF

Granted Vested Forfeited
during the  during the  during the As at
period period period 30 June
AR HREE HARK RAA=1H
Number of Number of Number of Number of
shares shares shares shares

Date of grant BREBH Wi () R4 B

RH&E RO%E RH&E RO#E

5 June 2019 —“T-NEXARA (b) 28.80 3,045,528 = (3,004,789) (40,739) =
22 May 2020 —E-ZFRA-+=H () 27.30 7,552,397 - (3,648,751) (308,211) 3,595,435
15 April 2021 —E-—-FNATHA (d) 44,35 = 4,503,205 = (138,377) 4,364,828
10,597,925 4,503,205  (6,653,540) (487,327) 7,960,263
2020 —E-EF

Granted Forfeited

Fair value per As at during the Vested during during the

1 January period the period period
R—A—H BAKLY BNEE BRRK RAA=TH
Number of Number of Number of Number of Number of
shares shares shares shares shares
Date of grant BirEE R B BirEE iSnk | BirEE
7 May 2018 —“T-N\FRAtA (@) 26.05 2,861,687 - (2,804,684) (57,003) -
5 June 2019 —T-NEXARA (b) 28.80 6,622,058 —  (3,245,705) (176,2006) 3,200,147
22 May 2020 —E-ZFRA-+=H () 27.30 - 8,199,897 - (95,932) 8,108,965

9,483,745

8,199,897 (6,050,389 (329,141) 11,304,112

On 7 May 2018, the Company granted 6,693,084
shares under share award scheme to the Participants,
representing approximately 0.2% of the issued share
capital of the Company as at the adoption date.
These granted shares would vest in two equal
batches on the first and second anniversaries of the
date of grant in accordance with certain vesting
conditions.

@ M-ZZE—N\FRALH AQRRE
ff BB E M2 HEERD
6,693,084 8% % {7 1 AN R & R A
AEIME TR AL0.2% © JLEEH
RO ESE_EHHEE  RESE
THEBEHRREAHEE R [
AFHEB -
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION

25. Share Award Scheme (continued)

(b)  On 5 June 2019, the Company granted 8,201,104
shares under share award scheme to the Participants,
representing approximately 0.23% of the issued share
capital of the Company as at the adoption date.
These granted shares would vest in two equal
batches on the first and second anniversaries of the
date of grant in accordance with certain vesting
conditions.

() On 22 May 2020, the Company granted 8,199,897
shares under share award scheme to the Participants,
representing approximately 0.23% of the issued share
capital of the Company as at the adoption date.
These granted shares would vest in two equal
batches on the first and second anniversaries of the
date of grant in accordance with certain vesting
conditions.

(d) On 15 April 2021, the Company granted 4,503,205
shares under share award scheme to the Participants,
representing approximately 0.13% of the issued share
capital of the Company as at the adoption date.
These granted shares would vest in two equal
batches on the first and second anniversaries of the
date of grant in accordance with certain vesting
conditions.

During the period, 487,327 (six months ended 30 June
2020: 329,141) shares lapsed due to the unfulfillment of
vesting condition under the share award scheme.

The fair value of the shares granted was calculated based
on the market prices of the Company’s shares at the
respective grant dates. During the period, there was an
expense of RMB100,654,000 (six months ended 30 June
2020: RMB79,657,000) relating to the share award scheme,
and a reversal of expense of RMB4,387,000 (six months
ended 30 June 2020: RMB1,811,000) due to the
unfulfillment of vesting conditions under the share award
scheme. In aggregate, the Group recognised a net expense
of RMB96,267,000 (six months ended 30 June 2020:
RMB77,846,000) relating to the share award scheme in the
interim condensed consolidated statement of profit or loss
during the period.

RS BAAR S WS E R

I8 Z 48 Bt & )

b) RZZE—NFRARAB  ARRIRE
ff BB E M EERD
8,201,104 f% 19 + 1 245 2 5] A B 41
BHEIM B #ITIRAL0.23% ° IHEE,
BRENBRDESBE-SENRE  BIE
ETHRBRERREABRE K=
A F 5 B

) RZZE-_ZTFRA-+=-H ARQA
BEREREFE M2 EERD
8,199,897 | X {7 15 AN~ Al R R 4R
AHIME ZEHITIRA40.23% - ER
BRENBROESB-SENHEE  BRIE
ETHEBREAREABRE K=
A F B -

@ R-ZZ-_—FMA+AHB ARAAIR
BERERBAIRNI2EERD
4,503,205 A% 0 - (5 AN R & A ER A
HEIM D ZHITIRAL0.13% ° ILEE
?‘xﬂjmﬂxfﬁﬂ‘”\ﬁ} ENRE - RIE

aBETHBIK 1%&&&5%@%—&:
EAFRSE -

HAN o 487,327k (HE T T F X
A=+HIEANEA : 329141HX)IHX7;<
BIFTEI A TH R B IS REEM MR

BEEREBRHOZARE E%fﬁ’\zl&“—?ﬁﬁfﬁ
RERHBHZTEE - iR - RELEE
Jriwfﬁf'ﬂﬁs'ztlj/\iﬂﬁwoo 654,0007T (B &
ZFENA=ZTHIEAMA : AR
79,657,0007T) & A% E LR FTEIE T A5
B REERMBEZIDARKE
438700075(%63:‘:_7_7¢/\ﬁ + H
WENEA - ARE1,811,0007T) BRI - 2
SEERTPHERAFEERRPERARE
7%@] -I'%J*B F%S'Zu”jﬁ@rgﬁm /\/\EM
96,267,000 (B2 —E-_FF,~A=1+H
1ENEA - AR¥77,846,0007T) °

777

B
[EENofRE @ @ me
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091



092  china Mengniu Dairy Company Limited [nterim Report 2021

26. Business Combination

During the six months ended 30 June 2021:

Acquisition of AICE Holdings Limited

On 28 March 2021, Golden Stage Holdings Limited
(“Golden Stage”, a subsidiary of the Group) acquired an
additional 18.91% equity interest in AICE Holdings Limited
(“AICE”), in which the Group previously held 11.12% equity
interest and classified as the Group’s financial assets at fair
value through profit or loss under IFRS9. After the
acquisition, Golden Stage held a 30.03% equity interest in
AICE and obtained control over AICE. AICE is mainly
engaged in the manufacture and sale of Ice-cream products
of AICE brand. The acquisition was made as part of the
Group’s strategy to expand its market share of Ice-cream
products in Southeast Asia.

The Group has elected to measure the non-controlling
interests in the AICE at the non-controlling interests’
proportionate share of identifiable net assets.

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
R BAAR S M E R

26. £¥56t
HE-ZE-_—FA=tBHILLAEA:

Y B AICE Holdings Limited

RZZEZ—F=H=-+/\H ' Golden Stage
Holdings Limited ([ Golden Stage| » A A &)
# F A A W EEAICE Holdings Limited
(TAICE]  AEB 2B H11.12%#
& RIBEERMEREEREIRDEAR
SERARBEFABENSHEE) BN
18.91% /% #& - W fE1% - Golden StageF A
AICE 30.03% & # - I H BX15 ¥ AICEARY 15
4 o AICEE Z 1t EAICE G hg 7k E M E G
RAEEREE - Ll E R ANEBEAK
HMEMTREEMSEBERNREZ— -

4 4 [ 42 45 A1 ] 48 R0 8 7 v R4 R
PR S5 M 5 B AICE RO 38 AR 38 M -
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26. ¥4 6t@
BE-—ZT-——F~A=+tHILENELS: @)

26. Business Combination (continued)
During the six months ended 30 June 2021: (continued)

Y B AICE Holdings Limited (&)
PUEE R E - ACERTH#RIEERBEMNR
AE(AYELE  UWARBENREGHTE
BMRE)WT

Acquisition of AICE Holdings Limited (continued)
The fair values of the identifiable assets and liabilities of
AICE as at the date of acquisition, which are provisional
amounts and are subject to the finalisation of the fair value
estimation, are as follows:

Fair value
recognised on
acquisition
W EE B R R
ARE
RMB’000
AR®¥T T
(Unaudited)
(REER)
Property, plant and equipment W% - BB REE 541,244
Construction in progress EEIRE 6,062
Right-of-use assets FREEE 32,091
Other intangible assets Hih®mzZEE 927,165
Investment in associates REEE DA MIRE 10,286
Deferred tax assets EERTEE BE 22,375
Inventories FE 115,004
Trade and bills receivables & AR T e R AR 76,237
Prepayments, other receivables and other assets TR RRIE ~ Eofh FE U R TE K
Hih & & 124,436
Cash and bank balances He RIRITET 176,684
Trade and bills payables ERERERREE (200,796)
Other payables and accruals Hap eI RIERTERRE A (68,447)
Interest-bearing bank and other borrowings TERITREMEES (95,850)
Income tax payable R ETRHL (93,889)
Other financial liabilities HitvemaE (583,100)
Deferred tax liabilities EEFIABE (338)
Total identifiable net assets at fair value AR BEER R ERATE 989,164
Non-controlling interests FEPE AR i 2 (692,118)
297,046
Goodwill arising on acquisition WEEENEE 452,680
749,726
Purchase consideration satisfied by: AT RS RERE
Acquisition-date fair value of the Group’s initial & [ ¥R A AICERR HETE
equity in AICE KRN ARE 229,732
Acquisition-date fair value of the Group’s initial A& B YRR EAICER] #j%
convertible promissory note in AICE EAEBRTEREENAAE 94,994
Cash He 425,000
749,726

” =l E
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION

RS S M A RIRE

26. Business Combination (continued)
During the six months ended 30 June 2021: (continued)

Acquisition of AICE Holdings Limited (continued)

An analysis of the cash flows in respect of the acquisition
of the AICE for the six months ended 30 June 2021 was
as follows:

26. ¥4 06t@
BE-—ZT-——F~A=+BHIENES: @)

Y B8 AICE Holdings Limited (&)
HE-_Z-_—FA=THLENHAEH
WHIBAICER RS RENITIT

RMB’000

AR®ET

Cash consideration BeRE (425,000)
Cash and cash equivalents acquired BERSLRREEEY 176,684

Net outflow of cash and cash equivalents included BIEEREFTHELEHRETREN

in cash flows from investing activities MBS RRSEEWF R (248,316)
Transaction costs of the acquisition included in BREEKEEBEENREREN
cash flows from operating activities RO U BB 22 5 A AR (31,250)

(279,566)




HES4AXERAT T FRERE

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION

26. Business Combination (continued)
During the six months ended 30 June 2021: (continued)

Acquisition of Tianxianpei

During the six months ended 30 June 2021, the Group
acquired an additional 50% equity interest in Tianxianpei
(Shanghai) Technology Co., Ltd (“Tianxianpei”,) in which the
Group previously held 50% equity interest and classified as
an investment in joint venture. Tianxianpei is engaged in the
sale of dairy products. The acquisition was made as part of
the Group’s strategy to expand its market share of dairy
products in Mainland China. The total purchase

consideration for this acquisitions was in the form of cash of
RMB30,429,000 which had not been paid by 30 June
2021. The fair values of the identifiable assets and liabilities
of Tianxianpei as at the date of acquisition, which are
provisional amounts and are subject to the finalisation of the
fair value estimation, are as follows:

RS BAAR S WS E R

26. ¥4 6t@
BE-—ZT-——F~A=+tHILENELS: @)

U B8 K B A
HE-Z-_—FXA=Z+tHLAEALH K
EEBRBABE (LS REERAA
([RELEC] - AEE 2 AR B 50%H IR HE -
WREANASEDEMITE)50%MALHE -
AEMRENERHEE WERXAEEHE
AEFRBEAENERTISEE ZNREZ
— - WERREARH & ARMS30,429,000
T HEE - —FRXAZtHITEYN -
AEMAWEBBABNEERBEAR
BEMALESEMBEREARBEMTE
)W

095

Fair value
recognised on
acquisition
B RRER 2
ARE
RMB’000
AR¥T
(Unaudited)
(REER)
Property, plant and equipment LES N 6,202
Construction in progress EETR 328
Other intangible assets HEthmpEE 91
Inventories 5E 224
Trade and bills receivables R R R R R & 351
Prepayments, other receivables and other assets AR A - B EBGRIE R
Hih & E 2,787
Cash and bank balances Be MIRITHEF 68,992
Trade and bills payables FER R R BIE (1,707)
Other payables and accruals HEEMRIBERTERER (20,947)
Total identifiable net assets at fair value AR EERN A ERRE 56,321
Goodwill arising on acquisition WEEENmE 4,537
60,858
Purchase consideration at fair value WEREARE
Acquisition-date fair value of the Group’s initial RN T RA K EFE50% A% 7
50% equity interest in Tianxianpei WERHNARE 30,429
Cash Be 30,429
60,858

” R B
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26. Business Combination (continued)

During the six months ended 30 June 2021: (continued)

Acquisition of Tianxianpei (continued)

An analysis of the cash flows in respect of the acquisition
of the Tianxianpei for the six months ended 30 June 2021
was as follows:

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
R BAAR S M E R

26. ¥4 06t@

HE_ZT_—FXA=THILXER: (&)

U B8 K BB (@)
HE T - A=THI~EAREH
WEXHILMRERESTHOT

RMB’000
ARBTR

Cash consideration HeRE
HBEReMREFEY 68,992

Cash and cash equivalents acquired

Net inflow of cash and cash equivalents included

EREREEDELNRSREN

in cash flows from investing activities MIRe MBS EMFRE 68,992
Transaction costs of the acquisition included in BRELEEBELENRESTEN
cash flows from operating activities H UK B 22 5 AR AR (100)
68,892
Acquisition of Menglai W B 523

During the six months ended 30 June 2021, the Group
acquired an additional 25% equity interest in Hohhot
Menglai Trading Co., Ltd (“Menglai”), a then 45% owned
associate of the Group. Menglai is engaged in the sale of
dairy products. The total purchase consideration for this
acquisition was nil. The acquisition was made as part of the
Group’s strategy to expand its market share of dairy
products in Mainland China.

BHE_FT-_—FRA=ZTHLEREA &~
SEBUBEHFIERMRAKHEERET
RA (T5H] - B RARER A A5% Bk
BN A])25%H) A o KA F Y E m i
€ HAKRBRARERT - WERAEEE
ARERBEAENHERTHIEEENRE 2

— o
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26. ¥4 6t@
BE-—ZT-——F~A=+tHILENELS: @)

26. Business Combination (continued)
During the six months ended 30 June 2021: (continued)

Acquisition of Menglai (continued) Wi B =% 3 ()
The aggregate fair values of the identifiable assets and SHERNWEASAHRNEERARAAE
liabilities of the Menglai as at the date of acquisition were N

as follows:

Fair value

recognised on
acquisition
W B R SR 2

DRE

RMB’000
AR®T T
(Unaudited)
(REEER)

Property, plant and equipment L 185
Right-of-use assets CREEE 449
Deferred tax assets FEIERRIBE E 393
Inventories FE 1,619
Trade and bills receivables FE UL BR 3R K R 8,313
Prepayments, other receivables and other assets A A - B EBGRIE R
Hin & 18,327
Trade and bills payables EAEREERE (31,201)
Other payables and accruals HEmERIBERIERER (16,671)
Total identifiable net assets at fair value ABREEARBERTE (18,586)
Non-controlling interests JEER R = 5,576
(13,010)
Goodwill arising on acquisition W EL M mE 13,010
Purchase consideration at fair value WEREA A -
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26. (546 6t

26. Business Combination (continued)

During the six months ended 30 June 2020:

Acquisition of three subsidiaries

During the six months ended 30 June 2020, the Group
acquired three subsidiaries from third parties. Two
subsidiaries are engaged in the sale of dairy products.
These three subsidiaries are engaged in the sale of dairy
products and research and development. The acquisition
was made as part of the Group’s strategy to expand its
market share of dairy products in Mainland China as well as
strengthen research and development capacity. The total
purchase considerations for these acquisitions were in the
form of cash of RMB10,617,000 paid at the acquisition
date. These business acquisitions gave rise to goodwill of
RMB92,091,000 in total.

The Group has elected to measure the non-controlling
interests in the three subsidiaries at the non-controlling
interests’ proportionate share of identifiable net assets.

g
BE_Z-_ZTFEXA=1THILAEA:

WE=[EF2 8
HE-_Z-_ZTHEXA=+HILMAA XK
EEBAFE=ZHFRBE=MFAF - WMEFQD
AIMEIEREE Z-_HTFRAEKEIL
EmEEURMERMAE - ETUWETIE
AAEBEFENFERNEIERTSEH
R ISR R BB 2 REE - ZE W
ERaRERERKRBEESRUBREEAX
F AR¥10,617,0007T - ZE X B W B E
EEEA HE ARK92,091,0007T °

24 85 (8132 1895 7 (i e 0 5 RSB A M 3
PR R s B = M T A T M SRR
R -
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26. ¥4 6t@
BE-—ZT-TEAA=THILENERS: @)

26. Business Combination (continued)
During the six months ended 30 June 2020: (continued)

B =EF Q7 @)
RUWEBE =M TFAa A #AEERA
B ARERBENT

Acquisition of three subsidiaries (continued)

The aggregate fair values of the identifiable assets and
liabilities of the three subsidiaries as at the date of
acquisition were as follows:

Fair value

recognised on

acquisition

IR BB RS IR 2

NRAE

RMB’000

AR¥FIT

(Unaudited)

(REFERZ)

Property, plant and equipment W - BB ME&E 10,949

Right-of-use assets CREEE 216

Construction in progress EETRE 33

Other intangible assets Hihfmp & E 7

Inventories TE 1,166

Trade and bills receivables R R R R R & 35,305

Prepayments, other receivables and other assets AT FIE - B EUIE R

Hin&&E 2,024

Trade and bills payables R R EE (111,941)

Other payables and accruals HiEMARIERTERER (19,233)
Total identifiable net assets at fair value BARBRIEZAHIEEE

R (81,474)

Trade receivables due from the three subsidiaries W =EF R AHEWRERR (111,941)

Goodwill arising on acquisition IWEEEmmE 92,091
Effective settlement of trade receivables and JER=FEFRRMEWRR K

other receivables due from the three subsidiaries HEMEUGRIAN B RES 111,941

10,617

Purchase consideration at fair value AR EFENRERE 10,617
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26. Business Combination (continued) 26. ¥ 56w
During the six months ended 30 June 2020: (continued) HEZZT-ZFAA=+HLENER: &)
Acquisition of three subsidiaries (continued) WE=RF2A7 @
An analysis of the cash flows in respect of the acquisition of HE_Z-_ZTFA=THLENEABEH
the three subsidiaries for the six months ended 30 June WE=FMFRFNBEESREDWNEOT :

2020 was as follows:

RMB’000
ARMT T
Cash consideration BeRE (10,617)
Net outflow of cash and cash equivalents included BIEEXREEFTHELEMNRESREN
in cash flows from investing activities MBS RRSEEWFRL (10,617)
Transaction costs of the acquisition included in BRELEEBELENREREAN
cash flows from operating activities B UK B 22 5 AR AR (200)
(10,817)
27. Commitments 27. A
The Group had the following outstanding capital RMER  AEBBBEEE REEYE -
commitments in respect of the purchase and construction MEREREHREMNEREERT

of property, plant and equipment as at the end of the
reporting period:

30 June 31 December
2021 2020
—E-_—F —EEF

ANA=+H +=ZA=+—8H

RMB’000 RMB’000
AR®T T ARETT
(Unaudited) (Audited)
(REER) (& &EZ)

Contracted, but not provided for ERTHEREE 1,910,779 1,286,410
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28.
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION

Commitments (continued)

Together with the scheduled disposal of equity interest in
Fuyuan as detailed in note 10, Easy Reach Investment
Company Limited (“Easy Reach”), a subsidiary of the
Company, entered into a sale and purchase agreement with
Mengao Fuyuan (Hongkong) Co., Limited (“Mengao”) a
subsidiary of Fuyuan, pursuant to which Easy Reach agreed
to acquire 65% equity interest in Austin and 11% equity
interest in Australian Nature Investment Pty Ltd. (“ANI”) both
of which were held by Mengao, for an aggregate
consideration of approximately RMB319,315,000. The capital
commitment of RMB319,315,000 was included above.

Related Party Transactions
(a) The Group had the following significant transactions
with its associates and other related parties.

() Sale of liquid milk MBS ATHEE
products to associates R REYNE

() Sale of ice cream mEE QRS
products to associates KR E f

()  Sale of other dairy M E A REE
products to associates E b4 EE oo

(V) Sale of products to MARF—HREE
affiliates of a major R ER B EE B A R
shareholder of the HEEM
Company

(V)  Sales of products to a AaEPEREE
joint venture

(V) Purchase of raw materials [AAAAR—HEE
from affiiates of a major 0] = WNG]
shareholder of the BB R
Company

(V) Purchase of raw materials  [ABi & AR E
from associates R R

o
[a]8]

27.

28.

RS BAAR S WS E R

AT m
ERMFI0FENETHESTREE &
NEINMBRRREEEREBR AT
(BE)ERERMNBARSZREER(FH)
ERRABI(SEBDIILEE RS Kt
BER B SIER S IR Austin I Australian
Nature Investment Pty Ltd. ([ANI]) £ & &Y
B5% R11%MARE REREHAARKE
319,315,000 » Rl ERAER AR
319,315,0007T °

BREALRS
(a) AEBREBEARRLMEEALT

ETTINEARS °

For the six months ended 30 June

BEANA=THLAREA

2021 2020

—F-—F —ETF

RMB’000 RMB’000

AR®TR ARET T

Note (Unaudited) (Unaudited)
Bt 5% (REER) (REEER)
(i) 50,043 138,684
(i) 23,528 18,442
(i) 791 —
(i) 975 781
(i) = 7,895
(i) 256,013 257,092
(i) 4,809,040 3,026,310
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28. Related Party Transactions (continued)

(a)

(b)

The Group had the following significant transactions
with its associates and other related parties.
(continued)

Note:

(i) The considerations were determined with reference to
the prevailing market prices/rates and the prices
charged to third parties.

Compensation of key management personnel
of the Group

Exug
e MR
RARAE R (R

Directors’ fees
Salaries and allowances
Retirement benefit contributions

28. BEAETXRZ w0

(a) AEEEEBENRREMEBRAL
ETTNEARS ° ()

GEE

0 REDE2ZERTIHERFIX
RUWERE =T ERERE

(b) AEEFEZEIEAES K RN

For the six months ended 30 June
BEAA=1tHILAEEA

2021 2020
—B-—-F —EETF
RMB’000 RMB’000
AR¥T T ARBETT
(Unaudited) (Unaudited)
(REER) (REEER)
443 499

36,535 17,994
1,058 901

Notes:

(i) The key management compensation represented
remuneration paid or payable to the directors and
senior executives of the Company.

(i) In addition to the key management compensation
shown in the above table, certain directors and senior
executives were granted share awards in respect of
their services to the Group under the share award
scheme of the Company. In accordance with IFRS 2,
share-based payments represent the fair value of the
shares at the grant date amortised to the interim
condensed consolidated statement of profit or loss
during the period disregarding whether the shares
have been vested/exercised or not. During the period,
the share-based payment expenses relating to the
shares granted to these directors and senior
executives were approximately RMB17,034,000 (six
months ended 30 June 2020: RMB14,964,000).

MsE

(i)

TEEEABNBRMEC IREN
ARREENBRITHABNBE -

BREXKFTAHEEEEAS RN
I BTESRERITHRABRE
SUREBE R REERR RIRIER
ZRET AR ENERE - BER
R R RS A E2% - URGD A
EMMSAERONFZHBSHNA
AE - HAERFHBRLREER
KARTUAEY MTAmZERER
GERE TE- 8RN GBET
ZEEERERITIRABRENL
BRDAEROINTHAOARE
17,034,000 (B E T T F <
A=Z+BLERNEA: ARK
14,964,0007T )



TERFAXERDRE T SRS
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28. Related Party Transactions (continued)
Compensation of key management personnel
of the Group (continued)

Notes: (continued)

(b)

(c)

(il

In addition to the key management compensation
shown in the above table, certain directors and senior
executives were granted share options in respect of
their services to the Group under the share option
scheme of the Company. In accordance with IFRS 2,
share-based payment benefits represent the fair value
of the share options at the grant date amortised to
the interim condensed consolidated statement of profit
or loss during the period disregarding whether the
options have been vested/exercised or not. During the
period, the share-based payment expenses relating to
the share options granted to these directors and
senior executives were approximately RMB13,642,000
(six months ended 30 June 2020: RMB35,827,000).

As at 30 June 2021 and 31 December 2020, the
balances arising from related party transactions are as
follows:

Trade and bills receivables from:

RS BAAR S WS E R

28. BEALTRXRZ m@m
(b) ZTEEBXTEEIEABERREN @

BisE : (48)

iy BERFAAWEZIEEREABRHN
SN ETFEERBRITHABRE
SUAREEREEARRFIRERE
PR 5T B 35 o B AR A o AR IR B R B
IR EERENR - UMD BER
M EERENR L BN AR
B SHARAERFHERHREGERE
T LAY - iz SREARER
GERE fTE- RN GlET
ZEEERSHITHABEBREDN
AR ABEROSHXHANAR
#13,642,0007C (B ZE _ZE T F
NAZ+TBHEREAR: ARK
35,827,0007C) °

i‘f‘fﬂ:‘f’ H- E‘%Hﬂ*/\ix%g
EREERIDT

FEU T 550 AR R R 4R

30 June 31 December

2021 A0 2(0)

—B=-—F —EERF

ANA=+H +=-A=+—H

RMB’000 RMB’000

AR¥T ARBTTT

(Unaudited) (Audited)

(RE&EZR) (2= %)

Associates R R/NE] 18,366 28,364

A joint venture HEDE - 1,835
Affiliates of a major shareholder AEE-—RFERED

of the Group RN 1,765 481

20,131 30,680

” Ealmnz!lml!n
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28. Related Party Transactions (continued)
(c) As at 30 June 2021 and 31 December 2020, the
balances arising from related party transactions are as
follows: (continued)

Prepayments, other receivables and other assets
from:

28. BEAEITXRZ @

(C) RZEZ—FARA=+HERZZEZ-Z
FHZR=+—HB BBALRSE
ERESRIT ¢ ()

e T O &R ERE

30 June 31 December

2021 2020

—z=-—f —ETo%F

AA=+H +=—A=+—H

RMB’000 RMB’000

ARET T ARET T

(Unaudited) (Audited)

(REEZR) (&%)

Associates /N 3,004,600 —
Affiliates of a major shareholder AKEE-—BETERERED

of the Group ) /NE)| 604 648

3,005,204 648

Trade and bills payables to:

Associates iR l/NE|

A joint venture BB

Affiliates of a major shareholder AEB—RFERRED
of the Group = INE|

e T O &R KRR

30 June 31 December

2021 2020
—F-—F —EETF
NA=+RH +=—A=+—H

RMB’000 RMB’000
AR®T T ARBTT
(Unaudited) (Audited)
(REER) (fEZ)
746,027 797,604

= 107

101,733 85,102

847,760 882,813
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28. Related Party Transactions (continued)

(c)

As at 30 June 2021 and 31 December 2020, the
balances arising from related party transactions are as
follows: (continued)

Other payables and accruals to:

28. BEAETXRE =
(c) H=Z==——

ﬁi/\ﬂ +E|&—7—7
FH-A=1t—8B BBMALXRZE
ERRESRIT - (@)

FEAT 5135 77 6 EL b & A< S00R K FE 12

&
30 June 31 December
2021 2020
—B-—F —T-FTHF
ANA=+H +=-—A=+—8H
RMB’000 RMB’000
ARET T AREF T
(Unaudited) (Audited)
(REEX) (EZ)
Associates Bt 2 N A 3,263 —
A joint venture BEDRE = 215
3,263 215
The above balances are unsecured, Ll AERRLRES  BEEEE

non-interest-bearing and repayable on credit terms
similar to those offered to or by independent third
parties.

™~

HEATREABUF=ERE -

B
IC\ Eatm:muﬂﬁ_n
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28. Related Party Transactions (continued)

(d)

(e)

Other outstanding balances with associates
As at 30 June 2021 the Group had entrusted loans of
RMB970,000 (31 December 2020: RMB11,029,000)
due to certain associates included in “Interest-bearing
bank and other borrowings”. The Group obtained
those loans from certain associates via banks. The
balances are unsecured and interest-free.

As at 30 June 2021, entrusted loans of
RMB700,000,000 (31 December 2020:
RMB700,000,000) was lent out via COFCO Trust
Company Limited, an affiliate of a major shareholder
of the Group. Annual interest rate of the entrusted
loans is 6.05% (31 December 2020: 6.05%).

Purchase of 0.51% equity interest in AICE
from a director

As disclosed in note 26, the Group acquired an
additional 18.91% equity interest in AICE on March
2021. Included in the transaction amount,
RMB13,084,000, representing the cash consideration
of 0.51% equity interest of AICE was purchased from
a director of the Company.

28. BEAEITXRZ @

(d)

(e)

ER B N B H A Ak gk

R —FXA=+H AEHE
BEMNETHENTNLAERTARE
970,000t (—E=FBE+=-—A=+—
B : AR#11,029,0007T) * 25 A
[GFERTREMEE] - AEEBB
BITHETHERAMBZEER
EHRAEBERAREE -

R-ZE-—FXA=+H  HMEA
AEE-—ZFERENEBEAGITIE
ERAEREARRABEETETAR
#700,000,0007C (ZE=EF+ = A
=+—H : AR¥700,000,0007T) °
ZETXEFNENE E6.05% (ZF
—ZTF+_A=+—H:6.05%) °

B—RE=EUNEAICE 0.51% %4

BT 26 TR R - ANE B 202143
B UL BEAICESE M 8.91% AL 1 - 2 5
S ER AR 13,084,0007T 5 B A&
NEl—BRESZBUWHEAICE 0.51%0% 1
MIRENRME -
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29. Financial Instruments by Category 20. ZEHETHEMIAE
The carrying amounts of each of the categories of financial RMERR SEIENSRITANER
instruments as at the end of the reporting period are as (ER NN
follows:
As at 30 June 2021 R-ZE-—-FxA=+H
Financial assets: TREE

Fair value

Fair value through other

Amortised through comprehensive
cost profit or loss income Total

BARE BARE

STEARSEH HBAHSH
HEREA fARE  HAREKRES )
RMB’000 RMB’000 RMB’000 RMB’000
ARBTR ARBTR ARBTR ARBTR

Trade and bills receivables ERERREE 3,815,542 - 72,312 3,887,854
Financial assets included in BRENENZE -
prepayments, other receivables HiEYGRIE R
and other assets HitEENSREAE 928,931 = = 928,931
Other financial assets HiemEE 11,654,534 6,090,490 101,733 17,846,757
Equity investments RiERE - 3,926 101,733 105,659
Hybrid financial instrument REEHMIA - 472,432 - 472,432
Entrusted loans R ER 1,794,771 - - 1,794,771
Debt investments BERRE 23,992 - - 23,992
Investment deposits RERFR - 5,614,132 - 5,614,132
Long term receivables REEMFUR 4,029 - - 4,029
Long term time deposit RBTHER 9,831,742 - - 9,831,742
Derivative financial instruments e - 8,766 - 8,766
Pledged deposits RESHER 258,406 - - 258,406
Cash and bank balances BeRBiTEE 8,086,329 - - 8,086,329
Cash and cash equivalents BeRBeEEY 5,763,704 - - 5,763,704
Time deposits with original REHBA={EA
maturity of more than three W _ER)TE B 3R
months 2,322,625 = = 2,322,625
24,743,742 6,099,256 174,045 31,017,043
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29. Financial Instruments by Category
(continued)
As at 30 June 2021 (continued)

Financial liabilities:

29.

Amortised
cost

BRENESNER T Emw

R-ZBZ-FXA=+B#)
EMEE:

Fair value

Fair value through other
through comprehensive
profit or loss income

BARE BARE

GTEAHSEH HEARLH

BRRA FABRE  FAZEKE @it

RMB’000 RMB’000 RMB’000 RMB’000

ARETR ARETR ARETR ARETR

Trade and bills payables ENEFLRERE 8,265,865 - - 8,265,865
Financial liabilities included in other LR R £t & 0B [z

payables and accruals BRREAZEMERE 7,768,631 - - 7,768,631

Interest-bearing bank and other HERTREAMES

borrowings excluding (FREARRES)

exchangeable bonds 22,523,959 = = 22,523,959

Exchangeable bonds ARBES - 838,405 - 838,405

Derivative financial instruments fTESRMTA - 6,958 70,063 77,021

Other financial liabilities Hite e R 1,601,200 131,780 - 1,732,980

40,159,655 977,143 70,063 41,206,861
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29. Financial Instruments by Category

(continued)
As at 31 December 2020

Financial assets:

20. REHE»HEHMIE m)

R-E-_ZEHF+=-A=+—H

TRMEE -

Fair value
Fair value  through other
Amortised through  comprehensive
cost profit or loss income
BOAEHE A2
B @&
RMB’000 RMB’000 RMB’000
ARETT ARETT ARETT ARETT
Trade and bills receivables ERERREE 2,926,832 - 61,530 2,988,362
Financial assets included in BRENENZE -
prepayments, other receivables H bW azE &
and other assets HEENSREE 639,854 - - 639,854
Other financial assets HiepdE 7,528,513 7,784,886 128,771 15,442,170
Equity investments BERE - 230,384 128,771 359,155
Hybrid financial instrument REEBIA - 470,076 - 470,076
Convertible promissory note ABRRELRE - 226,414 - 226,414
Entrusted loans ZLER 1,443,053 - - 1,443,053
Long term time deposits RETHER 6,078,577 - - 6,078,577
Investment deposits BEGER - 6,858,012 - 6,858,012
Long term receivables REBEMNGE 6,883 - - 6,383
Derivative financial instruments TEERBIA - 2,175 - 2,175
Pledged deposits RESER 249,521 - - 249,521
Cash and bank balances ReRRTER 11,397,123 - - 11,397,123
Cash and cash equivalents ReRBEESED 9,225,493 - - 9,225,493
Time deposits with original REHBA=EA
maturity more than three DA EMEEBER
months 2,171,630 - - 2,171,630
22,741,843 7,787,061 190,301 30,719,205
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29. Financial Instruments by Category

20. EHE TP EHMIE @)

30. Fair Value and Fair Value Hierarchy of

(continued)
As at 31 December 2020 (continued)

Financial liabilities:

R-B-ZEHFE+=-A=+—HB#H)

ERAE:

Fair value
Fair value  through other
Amortised through  comprehensive
cost profit or loss income
BRAEAE 2
BEE® HEHFA
BRI AR Ht2ENE Bat
RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETT ARETT ARETT
Trade and bills payables ENEFLRERE 7,969,321 - - 7,969,321
Financial liabiliies included in other — BLFER £ B FE K
payables and accruals BIRERzeRAE 6,052,690 - - 6,052,690
Interest-bearing bank and other HERTREAMES
borrowings excluding (FREARRES)
exchangeable bonds 17,929,864 - - 17,929,864
Exchangeable bonds ARBES - 1,014,361 - 1,014,361
Derivative financial instruments THEEMIA - 3,653 34,742 38,395
Other financial liabilities Hite e R 1,600,200 - - 1,600,200
38,552,075 1,018,014 34,742 34,604,831

Financial Instruments
Fair value

PAN
NI

30. TMTAZARERAIAERER

The fair value of the financial assets and liabilities is the
amount at which the asset could be sold or the liability
transferred in a current transaction between market
participants, other than in a forced or liquidation sale.

EREENAENRIARAERAMSHL2EER
ARETHRS CRAXFEHERIN) F
AHEEENERAENTE -



TERFAXERDRE T SRS

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION

30. Fair Value and Fair Value Hierarchy of

Financial Instruments (continued)

Fair value (continued)

The following methods and assumptions were used to
estimate the fair values:

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

The fair values of the non-current portion of other financial
assets, long term pledged deposits, long term time
deposits, long term receivables, the non-current portion of
interest-bearing bank loans, long term payables and other
non-current financial liabilities 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 fair values of financial instruments traded in an active
market are determined at the quoted market prices; and the
fair values of those not traded in an active market are
determined by the Group using market comparable
corporate model. The inputs of the market comparable
corporate model include price/book ratio of companies in
same category and unit price of comparable property.

RS BAAR S WS E R

0. EMTAZARERAIAERER

()
DLE @)
TXEI AR EH AR BT ERBR

ReMReEFEY EHRRISHER  EBK
RREREE  BNEREER  BEREM
A HeREGEERENEREE -
EREREMENRAMRERERNEHEA
B RBABBRTERLREMERFTLA

MAaRBEREMASIEMERS 2 REE
* B+
HieMEENIFRSD LY  RURES

R ERESER - RMEKHE - 38
RTER - R HE RN IR B H 5 5L
BEMIRDLBEAENDAEDRES
PR - EERRES THEANTAR
S T 5 0 ) 4T LT B R R & T B A
FAEHE -

RERMSETRXZNERTAEZARE
BhmSMEETE  WIHNERBTIHETR
ZHEMTAZARBERIKRATS AL
REFRRAUEBFE - MG ELREEERER
BWAREERARERNARNTERE KA
BUEBYMEZEE-

” sl 05
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30. TRMTAZARERAIAERER

30. Fair Value and Fair Value Hierarchy of

Financial Instruments (continued)

Fair value (continued)

The following table shows the valuation techniques used in
the determination of fair values of investment deposits and
hybrid financial instrument, which fall within Level 3 of the
fair value hierarchy, as well as the significant unobservable
inputs used in the valuation.

Significant

Valuation unobservable
technique input
EATHEE

fEER WAE

()
N AE @)
TRETECKREFRLEGSRIAR
AREMAMNGERT(BRAABREANE
ZHR)RHEFMANERTAERH AR
¥ o

Sensitivity of fair value to the input

BABBHANENEE

Investment deposits  Discounted cash 1.54% to 5.21%
flow method

RARR FHRASRER

Expected yield

RE S E 1.54%%5.21%

Discount rate 1.54% to 5.21%

R% 1.54%%5.21%

Hybrid financial Discounted cash Discount rate 5.96%
instrument flow method

REERMIA FRESREE R% 5.96%

The Group enters into derivative financial instruments with
various counterparties, principally established commodity
trading exchanges or financial institutions with good credit
ratings. Derivative financial instruments, including commodity
futures contracts, interest rate swaps, forward currency
contracts and interest rate forward contracts, are measured
using quoted prices from financial institutions with which the
interest rate swaps, forward currency contracts and interest
rate forward contracts are entered into. The carrying
amounts of commodity futures contracts, interest rate
swaps, forward currency contracts and interest rate forward
contracts are the same as their fair values.

10% increase (decrease) in expected yield would result in
increase (decrease) in fair value by RMB16,988,000
AN EREM R D) 10% B EH A B M)
AR 16,988,0007C

10% increase (decrease) in discount rate would result in
decrease (increase) in fair value by RMB17,033,000
FREEIORD) 10%HEHA R ER D (5)

AR 17,033,0007C

10% increase (decrease) in discount rate would result in
decrease (increase) in fair value by RMB30,343
FREEIORD) 10%HEHA R ER D (5)
AR#30,3437C

AEBEZZHFHAUNTESHITA
TERECRIUNERESIRFIMAEEN
MRS RERE - ImBIERL - FEXE
BORBIMNESO RN ETEHRANENTE
SRTE  DEMEETVABNEXER -
BEHINESHO RN FEREONSREE
MREE - BmEAH  FIXE®R &
N ES DO RN EEREONEmERR
RRAEHER -
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30. Fair Value and Fair Value Hierarchy of 30. TRITEZAARBRAAEBERER

Financial Instruments (continued) ()
Fair value (continued) N AE @)
The carrying amounts and fair values of the Group’s AEEzeRIA(RREEEAAESE
financial instruments, other than those with carrying RS eI AN 2RMERAAER
amounts that reasonably approximate to fair values, are as ™~
follows:
Carrying amounts Fair values
REE DRHE
30 June 31 December 30 June 31 December
2021 2020
= —B--f —TTF
AA=E+TH TZA=1T—H AA=E+TH TZA=1T—H
RMB’000 RMB’000 RMB’000 RMB’000
AR® TR ARETT AR¥ET T ARETT
(Unaudited) (Audited) (Unaudited) (Audited)
(REER) (BEZ) (REER) (&%)
Financial assets CREE
Long term entrusted loans RBZTER 1,016,981 775,391 1,007,061 765,680
Long term receivables R WA 4,029 6,883 3,296 6,060
Long term time deposits REEBHER 9,831,742 6,078,577 9,841,584 6,071,628
Debt investments BERERE 23,993 - 23,772 -
10,876,745 6,860,851 10,875,713 6,843,368
Carrying amounts Fair values
REE NPT
30 June 31 December 30 June 31 December
2021 2021 2020
—2--F T-% —2--F i a5
A~BA=1H AB=tH +ZA=+—8
RMB’000 RMB’000 RMB’000 RMB’000
AR TR ARET T AR TR ARET T
(Unaudited) (Audited) (Unaudited) (Audited)
(REER) (B&ER) (REER) (B&ER)
Financial liabilities ¢HEE
Interest-bearing bank and FERITR
other borrowings Hibfg g —
— non-current portion FERE
excluding exchangeable BT
bonds and lease ARBES
liabilities ;kHEEE 15,058,623 12,681,205 13,664,539 11,673,652

15,058,623 12,681,205 13,664,539 11,673,652

” =l E




114 china Mengniu Dairy Company Limited [nterim Report 2021
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30. Fair Value and Fair Value Hierarchy of
Financial Instruments (continued)
Fair value hierarchy
The Group uses the following hierarchy for determining and

disclosing the

Level 1:

Level 2:

Level 3:

fair values of financial instruments:

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

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

fair values measured based on valuation
techniques for which any inputs which have a
significant effect on the recorded fair value
are not based on observable market data

(unobservable inputs)

Assets measured at fair value:

As at 30 June 2021

30.

EMIRZARBERAAERBR
(&)

PN =L
AEEFRAUTERABEREESRMT
BHDAME -

RIEEREERAGBNIER
MIZHIRE CREAR)FTE

A

E—A

AREERGERMTE
H2MEMEENAIAER
ABREATENE ABE
(THREEXEER)

FM

FE=M AREERGERMTE
BEASEMEENAIAER
ERFENBARIBERILIF
ERABENT S HE (T
ABRBARE)

HAAEGTENEE -

R-B--FXA=1H

Quoted prices Significant Significant

in active observable unobservable

markets inputs inputs

Level 1 Level 2 Level 3

RIEBH 5 EAUEBE EAFUEHE

3R 18 LN ¢ BARE
E— BER E=R st
RMB’000 RMB’000 RMB’000 RMB’000
AR® TR AR® TR AR¥ TR AR¥ T
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REER) (REER) (RBER) (REER)
Listed equity investments FTRERE 81,707 - 20,026 101,733
Unlisted equity investments ~ 3F E Tk iEHR 4 = - 3,926 3,926
Hybrid financial instrument BAESRIA = - 472,432 472,432
Investment deposits BEGR = - 5,614,132 5,614,132

Derivative financial MEEBMTA

instruments = 8,766 = 8,766
Bills receivable N EE - 72,312 - 72,312
81,707 81,078 6,110,516 6,273,301
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30. Fair Value and Fair Value Hierarchy of 30. TRITEZAARBRAAEBERER

Financial Instruments (continued) ()
Fair value hierarchy (continued) NAEER @
Assets measured at fair value: (continued) BARBETENEE @ (8)
As at 31 December 2020 R-ZE-FF+=-HA=+—8H
Quoted prices Significant Significant
in active observable unobservable
markets inputs inputs
Level 1 Level 2 Level 3
& BE T 5 ERABR BEATITER
B R (S i A SR PN ¢
FE— B B 4z
RMB’000 RMB’000 RMB’000 RMB’000
ARBT T ARETTT AREFTT ARETTT
(Audited) (Audited) (Audited) (Audited)
(&%) (LE%) (&%) (&%)
Listed equity investments FikRERE 108,745 - 20,026 128,771
Unlisted equity investments ~ 3F F TR 4E18 & - - 230,384 230,384
Hybrid financial instrument BRASHMIA — - 470,076 470,076
Convertible promissory note  AJ#2R%# H ZiE - - 226,414 226,414
Investment deposits BEEFR - - 6,858,012 6,858,012
Derivative financial fTESBIA
instruments - 2,175 - 2,175
Bills receivable e - 61,530 - 61,530
108,745 63,705 7,804,912 7,977,362

” J.g Ealm!.ulu:llm
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R BAAR S M E R

30. Fair Value and Fair Value Hierarchy of
Financial Instruments (continued)
Fair value hierarchy (continued)
Reconciliation of recurring fair value measurements
categorised within Level 3 of the fair value hierarchy:

30. TRMIAZARERD

()
NREER@E

RERBH

DEBRAREERGE=ZRALEME R

Eit B 245k -

Listed Unlisted Hybrid Convertible
equity equity financial promissory Investment
investments investments instrument note deposits
EmkE FEmBRE BEER AWBRERER
BE BE IR ¥ REFN
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTRE AR¥TR AR%¥TR AR®TR AR%®TxR
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REER) (REER) (REBER) (REER) (REER)
As at 1 January 2021 RZZ=-—%—A—H 20,026 230,384 470,076 226,414 6,858,012
Purchases BE - - - - 10,518,500
Withdrawal Y [l - - - - -
Disposal HE = - - - (11,762,381)
Business combination ¥BAH - (225,132) - (229,043) -
Net unrealised gain recognised ~ BEETEERAFXE R
in statement of profit or loss WEFE = - 2,356 - -
Changes in fair value DREEH = (1,326) - 2,629 -
Exchange alignment B 5 B = = = = =
As at 30 June 2021 RZZ_—%XA=+H 20,026 3,926 472,432 - 5,614,131

Listed Unlisted Hybrid  Convertible
equity equity financial promissory Investment
investments  investments instrument note deposits

FrfkiE  JE EmAE TR AERAR
RE RE L 2B REFR
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTT ARETRT ARETT ARETrT ARBTR
(Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)
(REER) (REER) (REER) (REBR) (REER)
As at 1 January 2020 R-ZZ-_ZTF—-A—H - 166,408 - 102,550 16,214,445
Purchases BE 20,026 - 457,643 — 12,679,900
Withdrawal el - - - —  (11,610,341)
Disposal HE - (63,388) - - -

Net unrealised gain recognised ~ BmEFEHERRER

in statement of profit or loss W e e - (1,200) 5,332 — -
Exchange alignment ER R — 1,204 - 1,519 —
As at 30 June 2020 RZZZTFSA=+H 20,026 103,024 462,975 104,069 17,284,004
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION

30. Fair Value and Fair Value Hierarchy of
Financial Instruments (continued)
Fair value hierarchy (continued)
Liabilities measured at fair value:

As at 30 June 2021

Quoted prices

RS BAAR S WS E R

. ERTRZARERAARERER

()

RREER @
BAAETENEE -
R-ZZE--%XA=+H

Significant Significant

in active observable unobservable

markets inputs inputs

Level 1 Level 2 Level 3

E BT 5 EATEE BATITHE

MR E BB BARE
E—& -t} E= mact
RMB’000 RMB’000 RMB’000 RMB’000
AR®TR AR®T R AR¥T R AR¥T R
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REER) (REER) (REER) (REERK)

Derivative financial MESIE

instruments = 77,021 = 77,021
Exchangeable bonds A RBESH = 838,405 = 838,405
= 915,426 = 915,426

As at 31 December 2020

Quoted prices

R-E-ZEHF+=-A=+—H

Significant Significant

in active observable unobservable

markets inputs inputs
Level 1 Level 2 Level 3 Total

RGBT %5 ERAHE EATAHE

HE N6 B A\BUR

E—R B, F=R 5
RMB’000 RMB’000 RMB’000 RMB’000
ARETTT ARETTT ARETTT ARETTT
(Audited) (Audited) (Audited) (Audited)
(&%) (&%) (Re&z) (z=tz)
Derivative financial MEERITE

instruments — 38,395 - 38,395
Exchangeable bonds ARBESH - 1,014,361 - 1,014,361
- 1,052,756 - 1,052,756

” =l E
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30. Fair Value and Fair Value Hierarchy of

Financial Instruments (continued)
Fair value hierarchy (continued)
Assets for which fair values are disclosed:

As at 30 June 2021

30.

EMIAEZARERAAEER

(#)
DIRERBR @)
EREAABHEE -

R-Z-Z-%XA=+H

Quoted prices Significant Significant

in active observable unobservable

markets inputs inputs

Level 1 Level 2 Level 3

HE BT 5 EAATEE EBATIEE

MR E BARE BARE
E—& k- E=R mat
RMB’000 RMB’000 RMB’000 RMB’000
AR®TR AR®T R AR¥T R AR¥T R
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REER) (REER) (REERK) (REERK)
Long term entrusted loans RHZTER - 1,007,061 - 1,007,061
Long term receivables RE W FE - 3,296 - 3,296
Long term time deposits REITE R - 9,841,584 - 9,841,584
= 10,851,941 = 10,851,941

As at 31 December 2020

R-E-ZEHF+=-A=+—H

Quoted prices Significant Significant
in active observable unobservable
markets inputs inputs
Level 1 Level 2 Level 3 Total
R VE BB T % ERAEHE EATAHE
fy R (B A BB i A\ BiE
E—R FE_H E=M] 5
RMB’000 RMB’000 RMB’000 RMB’000
ARBTFT ARBTFTT ARBTTT ARETT
(Audited) (Audited) (Audited) (Audited)
(&%) (&%) (R&=tz) (==z)
Long term entrusted loans REZITER - 765,680 - 765,680
Long term receivables = B 5 E - 6,060 - 6,060
Long term time deposits REITEHER - 6,071,628 - 6,071,628
- 6,843,368 - 6,843,368
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30. Fair Value and Fair Value Hierarchy of 30. TRITEZAARBRAAEBERER
Financial Instruments (continued) (%)
Fair value hierarchy (continued) ARBERH@E
Liabilities for which fair values are disclosed: BEWEIAERER -
As at 30 June 2021 R-ZEZ_—FXA=1H

Quoted prices Significant Significant
in active observable unobservable
markets inputs inputs
Level 1 Level 2 Level 3 Total
WEB TS EXTHEE EBEATAHE
HIRE WA YE BARE
E—& E& B=W st
RMB’000 RMB’000 RMB’000 RMB’000
ARBTR ARBT R ARBT R AR®T R
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REBER) (REER) (RBER) (REER)
Interest-bearing bank and SFRERITREM
other borrowings — non- BE — ERE
current portion excluding BoTBE
exchangeable bonds and ARBEFR
lease liabilities HEAE = 13,664,539 = 13,664,539
= 13,664,539 = 13,664,539

As at 31 December 2020

Interest-bearing bank and
other borrowings — non-

ATERRITREM

e — RS

Quoted prices
in active
markets

Level 1
&R
B ¥R (B
E—H
RMB’000
ARBT T
(Audited)
(&%)

R-E-_ZEHF+=-A=+—H

Significant
observable
inputs

Level 2
BERAHE
B ABE
R
RMB’000
ARBT T
(Audited)
(& &EZ)

Significant
unobservable
inputs

Level 3
ERPAER
B N BUR
E=
RMB’000
ARBTT
(Audited)
(&EZ)

RMB'000
ARET T
(Audited)
(f8EZ)

current portion excluding By NEIE

exchangeable bonds and AIRMES R

lease liabilities HMEGE - 11,673,652 - 11,673,652
— 11,673,652 — 11,673,652

” =l E
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31.

32.

Events after the Reporting Period

On 6 July 2021, the Group acquired an aggregate of
1,045,985,065 ordinary shares of China Shengmu Organic
Milk Limited (“China Shengmu”, an existing associate of the
Group). Upon the completion of the transaction, the Group
held in aggregate 2,513,178,555 ordinary shares of China
Shengmu, representing approximately 29.99% of the total
number of shares issued by China Shengmu.

On 9 July 2021, the Group acquired an aggregate of
100,976,102 ordinary shares of Shanghai Milkground Food
Tech Co.,Ltd (“MilkGround”, an existing associate of the
Group) through private placement at cash consideration of
approximately RMB3,000,000,000 (RMB29.71 per share).
After the private placement, the Group held 146,954,255
shares of MilkGround, representing approximately 28.46% of
the issued share capital. The transaction has been
completed on 9 July 2021.

Together with the private placement, Inner Mongolia
Mengniu and Ms. Chai, the then controlling shareholder of
MilkGround, entered into a cooperation agreement, which
also took effect on 9 July 2021. Please refer to the
Company’s announcement dated 15 December 2020 for
details of the terms and conditions of the cooperation
agreement.

Approval of the Interim Financial
Information

The unaudited interim condensed consolidated financial
information was approved and authorised for issue by the
board of directors on 25 August 2021.

31.

32.

REHEEE
R-ZTE-—FE+ /B REFKESH
1,045,985,065 F B EE M G I E B R A
RI([REER]  AEBEMNREEHE Q)
TER - XHERE AEEFEAEAH
2,5613,178,555 1% 1 B BB 0 3@ A% 1 R
BB BT IR 4R 2 £)29.99% °

RZE-—FtANB  AEBEBBILA
EFX UBRESEREHARE
3,000,000,0007T (# & A R #29.717T) U
B4 $£100,976,1020% E/BY A& 282 Rk
BEROBERAR(WHAEZ]  ZEENR
BEENT) EBR - AAREE  AEE
BB A 146,954,255 8 AT B2 Z %15+ {h
WA 2 B BHITIRAL28.46% c ZRHE
RZE-_—FLtANBEK-

ERLARE ARZFHYAEZEE
HIER R R L T BT A EWE - ZA1E
ER T -_—F+tANBEKX-EBA
EmE N GR RGE 256 B2HER
AHA—ZEEF+_A+HHMNAE -

HEFHTBEER

EFEECR - —F)N\A-t+HBEILE
MR SR EE P HEPRATEE
#o
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