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Corporate Profile

China Mengniu Dairy Company Limited (the “Company”) (Stock Code:
2319) and its subsidiaries (the “Group” or “Mengniu”) 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. The
Group's diversified products range includes liquid milk products, such as
UHT milk, milk beverages and yogurt, ice cream and other dairy products
such as milk powder. In June 2012, the Group’s annual production capacity
reached 7.39 million tons.
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Investor Relations Contact
Mr. KWOK Wai Cheong, Chris

Suite 1602, 16th Floor, Top Glory Tower
262 Gloucester Road, Causeway Bay
Hong Kong

Email: info@mengniuir.com

Website: www.mengniuir.com

Place of Business in Hong Kong
Suite 1602, 16th Floor, Top Glory Tower

262 Gloucester Road, Causeway Bay

Hong Kong

Registered Office
Maples Corporate Services
P.O. Box 309

Ugland House

Grand Cayman, KY1-1104
Cayman Islands

Principal Share Registrar
Butterfield Fulcrum Group (Cayman) Limited
Butterfield House

68 Fort Street

P.O. Box 609

Grand Cayman, KY1-1107

Cayman Islands

Hong Kong Branch Share Registrar
Computershare Hong Kong Investor Services Limited
46th Floor, Hopewell Center

183 Queen'’s Road East, Wanchai

Hong Kong

Legal Advisors
As to Hong Kong Law
Norton Rose Hong Kong

As to Cayman Islands Law
Maples and Calder Asia
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Bank of China
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Ernst & Young
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Highlights

RHE
Unaudited
RICER
For the six months ended 30 June

BEASA=1THLENER
2012 2011
—E-—F —T——%
RMB’'000 RMB’'000
AR¥T T ARKBTT
Revenue WA 18,360,566 18,578,642
Gross profit EF 4,710,542 4,824,888
Profit attributable to owners of the Company RATER AEEF)E 644,690 789,754
Net cash inflow from operating activities CEEKESFRESRA 1,104,831 1,381,454

Earnings per share (RMB) BREFNALET)

— Basic — &K 0.365 0.454
~ Diluted — 8 0.365 0.453

In the face of a slowdown in the growth of China’s dairy industry, the
Group maintained a stable sales amount by optimising its product
structure with high gross profit margin and implementing appropriate
sales and marketing strategies. During the period, total revenue of the
Group amounted to RMB18,360.6 million, and profit attributable to
owners of the Company was RMB644.7 million.

According to future potential of the market and deployment demand
in its product development, the Group has continuously expanded its
scale of production, and the aggregate annual production capacity of
the Group had reached 7.39 million tons as of June 2012.

The Group has established long term strategic cooperation with
European dairy enterprise Arla Foods Amba (“Arla Foods”) with an aim
to collaborate in the areas of technology, quality control, milk sources,
management, branding and product innovation. The cooperation
initiative will drive the Group’s operations to meet the advanced
management standards in line with the international dairy industry.

The Group restructured its quality management system and set
up the quality and safety administration center, operations quality
administration center and milk sources quality administration center,
so as to strengthen over the quality process as well as control every
detail of quality and safety.

The Group continued its efforts in developing milk sources under
standardisation of ranches and centralisation, raising the proportion of
raw milk sourced from ranches and scaled farms by approximately 5%
during the period.

ERBEIBRTRERBENBET - AEER
BECRENETERERE  ERGENTHMNT
ISR EHERERET  BARKESKRA
RARME183.606187T - NARER AEGFER
AR¥E6.44718TT °
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Revenue by Product Mix
For the six months ended 30 June
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Revenue by Product Mix in Liquid Milk Segment
For the six months ended 30 June
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Management Discussion and Analysis

BEER W& DM

Financial Review

Revenue

During the period, the economic growth in China slowed down, which led
to a dedline in the growth of the dairy industry. Industry regulation tightened
and developed in a solid and stable manner. Affected by the flavacin M1
incident at the end of 2011 and other negative press reports, the sales
volume of the Group had dropped by nearly 30% at certain time. In order
to improve brand reputation and customer loyalty, the Group has devoted
greater efforts to promotional activities aimed at gradually regaining
market share, and at the same time, implemented measures to restore the
brand and to increase the proportion of revenue generated by high-end
products, through which sales of Milk Deluxe and Future Star Milk increased
by around 14%, Champion rose by around 21% and Mood for Green
increased by around 18%. Revenue of the Group for the six months ended
30 June 2012 reached RMB18,360.6 million (2011: RMB18,578.6 million).

Gross Profit

In order to maintain its leading position in the market, the Group devoted
additional efforts in product promotion, which sought to actively recover
sales and restore the confidence of consumers. The Group eliminated a
large number of fragmented milk sources and increased the proportion of
purchase from centralised milk sources so as to enhance the quality of its
products. As such, there was an increase in the cost of milk sources. In the
meantime, costs also increased upon further efforts devoted by the Group in
engaging more quality inspection staff to inspect each stage of production
on a more frequent basis. During the period under review, the Group
recorded a gross profit of RMB4,710.5 million (2011: R\VB4,824.9 million),
a slight decrease of 2.4% as compared with the same period last year. The
Group also used its endeavours to improve the product mix by enhancing
the proportion of high-end products. Overall gross profit margin reached
25.7%, a decrease of 0.3 percentage point from the same period last year.

Operating Expenses

During the period under review, the Group modified its strategies for
allocating expenses with regard to the actual situation in the market.
Advertising and promotion expenses were reduced and reallocated to
strengthen other targeted channels. In the first half of 2012, selling and
distribution costs amounted to RMB3,297.5 million, with their percentage
to the Group's revenue increased to 18% (2011: 17.8%). The percentage
of advertising and promotion expenses to revenue was reduced to 7% (2011:
8.1%).

g AR

LON

HAY - PR B AR AAE AL BT TR RINVE AT
PR - ITEERBRIT T ARBMBENERES - 2
01MFEREHBEMI B REMAEEERETE
MBHE—E NBIT30% - AiRAREEREEES
BHE - AEEBBINARENEE S IET SO
RIRFA BRI M SIS A AR A R mE SRR A
5t Hfemai A K 2 B E TSR RN14%
A HERRA21 %A E O FIHEIERA18% « BlE
ZEZHFXNAZTHIEANEANAEERRABARE
183.606(8T(—ZF——%F : AR¥185.786127T) °
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The administrative and other operating expenses amounted to RMB698.3
million (2011: RMB619.2 million), increased by 0.5 percentage point to 3.8%
of the Group's revenue (2011: 3.3%), compared with the same period last
year. The increase was mainly due to amortisation of fair value expenses
arising from issued share options, an increase in depreciation charges and
other operating expenses.

Profit from Operating Activities and Net Profit

Affected by the decrease in revenue and gross profit as well as the increase
in expenses, the Group’s earnings before interest, taxes, depreciation
and amortisation (EBITDA) for the period was R\MB1,299.8 million (2011:
RMB1,421.7 million). EBITDA margin declined to 7.1% (2011: 7.7 %).

Profit attributable to owners of the Company was RMB644.7 million
(2011: RMB789.8 million). Basic earnings per share were RMB0.365 (2011:
RMB0.454).

Working Capital, Financial Resources and Capital Structure

For the six months ended 30 June 2012, the Group's net cash inflow from
operating activities amounted to RMB1,104.8 million, a decrease from
RMB1,381.5 million in the corresponding period of 2011. The decrease was
primarily attributable to the increase in trade receivables from RMB574.7
million as at the end of last year to RMB845.2 million as at the end of the
period. The increase was primarily attributable to the extension of credit
limits for the distributors, thereby allowing them to work closely with the
Group to rapidly recover the market share.

Net cash balances (cash and bank balances net of total bank loans)
reached RMB5,152.7 million as at 30 June 2012, representing a decrease
of RMB832.8 million from RMB5,985.5 million as at 31 December 2011.
The decrease was primarily attributable to the improvement of efficiency
in the application of funding resulting from an increase in the amount of
investment deposits.

As at 30 June 2012, the outstanding bank loans of the Group amounted
to RMB732.1 million (31 December 2011: RMB537.5 million), of which all
were repayable within one year. Furthermore, bank loans of RMB53 million
(31 December 2011: RMB167.1 million) were fixed interest-bearing loans.

THEEMEEBERARARE6983ET(ZE—F :
ARE6.192M87T) » AREEWA LG EHZE3.8% (=
T——4F :33%)  WEFRBLEAOSETMNE 2
HREETERENMEEN A BEERARY  ER
FA R LA & B R AR -

REERFERFRE

FBPAREFTR  EBRREAZE  ANEEBHRNEH
FEHHATAEEBTDABARE12.998F L( =T ——
F o ARBE142171870) - EBITDAFIBEE THZE7.1%
(ZF——F 1 77%) °
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The total equity of the Group was RMB12,497.3 million as at 30 June 2012
(31 December 2011: R\MB12,048.8 million), and the debt-to-equity ratio (total
bank loans over total equity) was 5.9% (31 December 2011: 4.5%). During
the period, the Group's finance costs amounted to RMB12.04 million (2011:
RMB29.05 million), accounting for approximately 0.1% of the Group's
revenue (2011: 0.2%).

Business Review and Future Strategies

Subsequent to rationalisation of the industry over recent years, the dairy
industry in China became concentrated and developed in a more stable and
orderly manner.

During the period, the Group austerely concluded from the inadequacies
and experiences, and sought for quality development in @ more proactive
manner. The Group aimed to have full control over the entire dairy product
production chain, and improved the internal control system and reinforced
operational capacities of various segments in a sustained manner.

Quality Assurance

To reinforce its quality assurance, the Group conducted risks evaluation
across the entire business chain from sources to production and sales, and
reorganised the quality and safety department. During the period, the Group
established a quality and safety administration center, which is independent
from other quality control departments of the Group. It is responsible for
formulating quality systems, assessing as well as inspecting the work of
other quality control departments. The execution and supervisory procedures
in quality control were separated whilst each is to monitor and reinforce the
efforts of the other.

The Group emphasised on the enhancement of overall quality assurance.
At the beginning of the year, the Group engaged a quality assurance expert
from the international fast-moving consumer goods industry to operate its
quality and safety administration system and enhance its comprehensive
quality management system. More staff and equipment were allocated to
different operations segments for quality assurance purposes. Meanwhile,

the Group has strengthened the training of its staff aiming to develop their
expertise.
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Currently, the Group has in place a well-developed and experienced quality
assurance team with the proportion of the staff engaged in the quality
assurance function among the leaders in the food industry. The Group is
exerting its best efforts to perfect its “end-to-end” quality management
system across its production chain, assessing its risks and improving the
quality of each segment from sources to production management and sales.

With the aim to continuously improve the quality, Mengniu and Arla
Foods of Denmark, the world's fifth largest dairy products enterprise, are
to cooperate across a number of key areas, from the management of milk
sources at the front end to quality control over the production process. This
cooperation initiative will drive Mengniu to match the advanced standards
of management in the international dairy industry.

During the period under review, the Group conducted a comprehensive
review and analysis over the administration system and had not pursued
growth without the requisite quality support. We targeted to align our
quality assurance system with those leading the international market and
develop together with the dairy products industry in China.

Enhancement of Milk Sources

The source of milk is the first quality gateway for dairy enterprises, and is
also an area that all dairy enterprises must enhance under severe food safety
challenges. The Group has been devoting more resources to enhance the
overall standard and quality control of its milk sources. Since its establishment,
the Group has adopted different means such as provision of entrusted loans,
raw milk prepayment, investment in large-scale ranches and construction of
modernised ranch facilities to promote the transformation from dispersed
breeding of milk cows to scaled ranching. Scaled ranching is a viable model
for the development of milk sources that procures centralised feeding,
vaccination, quality control as well as administration of veterinary drugs and
feed for milk cows.

During the period under review, the proportion of the Group’s milk sources
provided by the scaled ranches was leading in the industry. The Group has
already established a long-term strategic cooperation relationship with a

ranching group in China, which is the leader in the country’s dairy industry
in terms of the quantity of stable and premium milk sources.
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With respect to the control over milk sources, Mengniu achieved effective
tracking of raw milk, feeds for milk cows and the use of veterinary drugs.
Through centralised bidding, a service center of veterinary drugs was built
that employed veterinarians to control the use of veterinary drugs. The
quality and safety of milk was thus assured through the protection of milk
cows from the safety perspective. It is expected by the Group that the
proportion of raw milk sourced from ranches and scaled farms will reach
100% by 2015, improving the product quality from its sources.

With respect to ranch management, the Group entered into a strategic
cooperation with Arla Foods. Management systems of European standards
will be introduced, which will mobilise the development of the ranching
segment towards international standards.

Products

As China’s economy grows, consumers have stronger demand for products
with higher quality. In response, the Group has adjusted its product
strategies by developing and launching a series of new high-end products.
The Group has also strengthened international cooperation to import
advanced dairy product technology, enabling China’s consumers to enjoy
dairy products in an international perspective. In addition, the Group's
products have been successfully launched in markets such as Hong Kong,

Macau, Singapore and Mongolia.
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The Group's business principally comprises three major categories including ~ ANEBHES T ERIERED - ICEM R EMIL G =K

liquid milk, ice cream and other dairy products, with their respective

performances outlined as follows:

B BRI/

Major developments
Product category Financial performance during the period Key products
EmmiE BRI HAAEI @ BYER
Liquid milk Revenue amounted to RMB15,940.8 million (2011: RMB16,294.9 million), accounting for 86.8% (2011:
VR BE 47} 87.7%) of the total revenue of the Group.
WA BAREE159.408B (= ——F : AR¥162.949187T) » (WAEBEBINARIS6.8% (=T ——F :
87.7%) °
UHT milk Revenue amounted to RMB9,621 Targeting the mid to high-end Milk Deluxe
UHTH} million (2011: RMB9,795.3 million), market with tailored products XinYangDao
accounting for 60.4% (2011: categories, the Group launched Awakening Youth Milk
60.1%) of the liquid milk segment Awakening Youth Milk (ks Future Star Milk
revenue. 77%) series which helps to improve Y
WA BAREG21ET(ZE— the health of the bones and the AR
£ 1 ARME97.95318TT) ' 15K cardiovascular system for the mid- JRETLLY]
BEIURAM60.4% (—ZF——1F ¢ aged and the elderly, and Future KA E S E Y
60.1%) ° Star Kid Milk (KA Z\ 5 2 <
2f-473) series which targets children
aged 3 to 6. Furthermore, the entire
line of Future Star Miao Miao Milk
(CRAEP Y ZEH RAAT) series
were upgraded with “SpongeBob”
cartoon packaging, enhancing
attractiveness to children.
RIS ERmE -
HE B EFARSEBEE R
MERERAVRE L1 25 R ET¥13-6
KB BRAKE VN ZELRFL)
Rl o WEON - KFKEWY ZEH R
FIhEkan ZH\ A5 BRI
HE | EAEE - INEE R ERR
517 e
Milk beverages Revenue amounted to RMB3,987.6  Leveraged on a wide variety of Fruit Milk Drink
2L million (2011: RMB4,247.1 million),  flavour selections and dynamic and Youyi C
accounting for 25% (2011: 26.1%)  creative packaging design, milk Yiyou Te
of the liquid milk segment revenue. beverages continued to attract =2V}
WA BARE39876(8L(—Z——  young consumers. Youyi C (£25C) BasC
& ARB42.471187T) - (hREY,  enjoyed rapid growth and appealed  z5/&4F

U AB25% (= F——4F : 26.1%) °

to consumers.
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Major developments
Product category Financial performance during the period Key products
Emm BIigRA AN Eh ) BHER
Yogurt Revenue amounted to RMB2,332.2  Yogurt products continued to Champion
B4 million (2011: RMB2,252.5 million), ~ dominate the market with its diverse  Inner Mongolia Old Yogurt
accounting for 14.6% (2011: product portfolio. European Double Layer Fruit
13.8%) of the liquid milk segment FEhEmAR SRR E RS 4 Yoqurt
revenue. BB o Bl
WA BAREE23.322(870(=% e == )
—%F : AR¥22525(85T) ' 16 B ERI TS
TREEIUR A 14.6% (=T ——4F
13.8%) °
Ice cream Revenue amounted to RMB2,158.3 Ice cream products undenwent Deluxe
IKGESHR million (2011: R\MB2,083 million), ongoing upgrade towards the high-  Sui Bian
accounting for 11.8% (2011: end segment. High-quality healthy Ice+
11.2%) of the revenue of the Group.  products were produced and profit Mood for Green
WA BAREE21 583 (= margins were improved by means T
——&F : AR¥20.83870) ' (5 incduding modifying formula. High- &%
EBUWAR1.8%(ZT——4F: end product Deluxe (FiEZ) Jk+
11.2%) ° Gelato ice cream which is produced  AZ&40 /&
utilising Italian technique was newly
launched.
DM RHE R =i /5 AR
IBARAL S EHEHE - BiEmme
fRFREEM - IRABAIZER o HEHE
REARN T EEYER SihFT a6
' GelatorKE °
Other dairy products ~ Revenue amounted to RMB261.5 MENGNIU ARLA (i}t 5¢4F) MENGNIU ARLA
Hi I B85S million (2011: RMB200.7 million), commenced the “Trustworthy Milk Distingue Cheese
accounting for 1.4% (2011: 1.1%) Powder” (Buy2L#)) project for the Growth Cheese
of the revenue of the Group. entire product line in response to the (154
WA BARE2 615T(ZF—— current condition of the domestic F =37
F: AREE2.0071E7T) @ (EAEE milk powder market in China, kRATEE

WA 4% (ZF——F : 1.1%) °

enabling consumers to quickly access
product test reports. The initial
market response was positive.
SEBENMTTHERN @ BT
HeRERARIOILN TR
FHEE RS ERRRR

& NI EETISEGE
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There are currently a total of 57 brands covering different categories
of Mengniu’s products. In the future, emphasis will be placed on the
consolidation of its products portfolio so as to optimise the branding and
products structure. On one hand, certain sub-brands with better sales will
be expanded to include other product categories, concentrating resources
to build brands with competitive advantages which will in turn enhance
product reputation. On the other hand, the Group will embark on R&D
within each market segment, and launch functional and innovative products
with high added value. Current product lines will also be upgraded. The
proportion of mid to high-end products will be enhanced, thereby increasing
overall profitability.

Branding and Marketing

During the period under review, the Group adopted the theme of “Selection
through Trust” (B /&{E%8 - PTLAREHE) to conduct marketing activities for
its brand. It sought to communicate the value of its brand to the public
through widely discussed issues.

During the period in which a number of major sports events were held in
2012, namely the NBA Finals, the World Table Tennis Championships and
the UEFA Euro, Mengniu launched a series of television advertisements
under the theme of “Selection through Trust” accordingly. At the same
time, Mengniu was honoured as the only designated dairy product for
the China’s Space Program (FREIf iR A FZLELS) for the ninth time.
It captured the historical moment of the successful launch of Shenzhou
9 spacecraft and launched advertisements, which enhanced its brand
awareness and improved its brand image.

Moreover, with its commitment to social responsibility, Mengniu actively
participated in community activities, and highlighted its contributions to

society. Of which, Mengniu once again became the partner of the World
Wide Fund for Nature (WWF) to promote the activity of “Earth Hour” (3
ER—]\EF). The Group continued to initiate community projects such as
"Ecological Movement Support China” (£8277%) » Bh /1P [E) and " Charity
Well Project” (2 /(0»#I8H) in 2012. It also sponsored the charity event of
“Searching for the Most Beautiful Women Teachers in Rural Area” (F#k 8%
PR 2 Z0FM) held by CCTV, conveying the love of Mengniu to the public.

S EmBER B A ERSTERE - RRGENEE
mAREITRS  HERENEREEERR(C - —
JTH - SRR BB T RIS RRE EMERSER -
STERITEREME  EPERETEE - 5—TH
REER S AN TSI R L S M IMEM I

BIFTER  THAREESR BT omERLE - 1
IEEERFIEES -
MR TIGEE

CIEEHAA - ANEEATRAERE - AR E R BRA
MARE - EOHSRAMEIEN  IAREEREE
o

=T FNBAIRE - R KIERITE - BUN
RYBEZZREEEHRE  RTHEREHEETR
BIERER  FARE  TEERES - AR 4%
NEESTEMKERI S - LEBA TR ES

RS R Z) - RIUES @ IRFT R - BemiE
B -
AN - RAFOREIEL S RIRS - BWLBERATEY)

TRMSEAR HheRBERAERARESS
WWRRAERH: « HEBI Bk —/ |\ A% - ERE
T F[ AR - BAPEIAEOHIER 1A
@IHR - W N RER G BN SEEREMN
LHEN G ATEE) - BERTHLENEE
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During the period under review, the Group actively conducted exchange
with various sectors of the public about “The New Mengniu Listens with
Heart” (#1544 » 0 /&38), which reinforced its corporate mission of
becoming the dairy enterprise with the best quality products and most
professional and devoted services; proposed the vision of New Mengniu
and offered consumers dairy products that are safe, premium and healthy;
grew strong together with its customers, staff, shareholders and all of
its stakeholders; and delivered its corporate value of “Sunshine, Nobility,
Responsibility and Innovation” (&3¢ ~ & ~ &1E - A7),

According to the statistics provided by Nielsen Company, the market share
of the Group’s liquid milk and yogurt products continued to rank top in
China. Furthermore, Mengniu was named as one of the Top 20 Global
Dairy Enterprises (2EkF12£205%) by Rabobank for the fourth consecutive
year.

Collaboration with Arla Foods

On 15 June 2012, Mengniu entered into the strategic cooperation
agreement with Arla Foods, an European dairy enterprise, in order to establish
a long-term strategic cooperation relationship. Furthermore, Arla Foods
acquired equity interest in Mengniu and became the second largest strategic
shareholder.

Arla Foods will participate in the daily operations of Mengniu, which will
include the deployment of a management team to introduce the ranch
management system from Denmark, and applying its internationally
well-known quality control system to Mengniu’s comprehensive quality
management system. New technologies will be introduced to enhance the
yield rate per dairy cattle and to cultivate a professional ranch management
team. The Group has officially commenced the “Dawn Scheme” (E&sT21),
which will assign about 100 outstanding staff in phases to study advanced
dairy products management at Arla Foods in Denmark. The Group will
therefore build a reserve of professional people for the development in

future.

CIEEHA - AEEREGEL S RRART - L8
BIZRNEE - ERBORES  RARERL - &
BX  STINIGEEE  REMRTRG - HHEEE
FRiz:  BE  REFENIRR BEF BT K
REFANESRRT KR - REEB  &H - &
- BFT IR EEES -

RIFEMAZARNERBIE - NEE R TISINTE
MBS OENEEEERE— - XA - R4FED
FARREMAFRITH 2FL%20%8] -

EdArla Foods&1E

ZT—ZHFXATER  SHEBMNALEREEA
Foodsr] M ELBS & 1Eas - B REIBIRE A 1ERR - 1t
SN+ Arla Foods ABRSAF + (AR E Z KRBIEEAR -

Arla Foodsi§2HE4MERES - BITREEEEK
REFSIENEMISEIRER  BENERIEZER
ENEEERERERNEFNREESTIRER
SIHEFTHAT - IRENAFBEE  MERFENSEIER

% o AEEB EARE RETE] - BEEZRE S
BFE T FEAra Foods 2B I ERITEER - AR
SEARERFENE
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Also, Mengniu has been appointed by the Ministry of Agriculture of the
People’s Republic of China to participate in the strategic cooperation with
the Ministry of Food, Agriculture and Fisheries of the Kingdom of Denmark,
to establish the China-Denmark Milk Technology and Cooperation
Center with Arla Foods. This center has been designated as a platform
for exchanging experiences in ranch management and risk control on the
basis of the ranch management system operating in Denmark. Experts
will also be introduced to develop advanced technologies for the dairy
industry as well as implement exchange of ideas and collaboration with
officials and professionals. It is expected that the cooperation among
business enterprises and the communities as well as the milk farmers will
be improved with better understanding of the development models in the
dairy industry of Denmark. These efforts aim to upgrade the dairy industry
in China in line with international standards. This cooperation with Denmark
is also expected to demonstrate the dairy industry in China as a sample of
international exchange and cooperation ventures, thereby improving the
overall standards of the dairy industry in China.

R&D Achievements

The Group’s dairy products R&D center is an integrated organisation
that is capable of conducting a wide range of activities including product
development, application studies and product testing. By utilising state-of-
the-art international equipment and a pilot plant meeting GMP standards,
it can conduct pilot run for both current and new dairy products and serves
as a high-tech testing platform for technological innovation and also as a
support for product optimisation and product development. Taking Youyi
C as an example, the Group has obtained patents for this product which
taste and texture were developed through self-developed techniques,
forming a technical barrier to competitors. Another product, Fruit Milk Drink
has adopted exclusive separate sterilisation of milk and fruit particles and
has become the world’s first fruit milk drink product that can be stored in
normal temperature for a long period. A total of 50 patents were applied
for and 72 patents were obtained during the period under review.

The Group will put more efforts into the product R&D and innovation that
are in line with the Group's strategies and jointly develop industry-leading

products through the resources from strategic shareholders, Arla Foods and
COFCO Nutrition and Health Research Institute, in the future.

N RENERTFEREBRI2ENERMAR
E50 7 BREA1E - BArla FoodsE& 1ERN S R EL M2 2L
B RAER L o R OB ERUS E IR R AR
- EEHEEE  RREEERIRTE MIEER
BESKFPHERMMEERABRRIRNAE - @8
REMEIXNERER  BFLXEMRRDENES
{ERAR - TR ERESTEIRENEERKCE - B
B ENBERRMEERIURE - AB)hETL R
IKFROBRTT o

MEBR

AEEIRIFEDOREN MR - BRAERHTRE
AR —BEHAR A IEFL AT ST © TR LR
BIAERERRME - HARSIRRGMPIRER SR E
A mERBRRE MR RNPALE - AR
RIERHBRET e - YAREREBLRFAIHRHX
¥ o L@ CRORR &2 O B9 DA B E W8 e T T
HE - CREENRE  IRIMES - ERAER
RABERM AT RIS RIEITRE - KA T 2
BRERRERBNRAS IR G - BN - AEE
HET B EMS0M - RIEER7214

AR BARFA oA A AR E B E R EME]
¥ EBNBIREAR SR Arla Foods J2 & & 25 {2 R A 7o &Y
BIR - KRB TRBSER °
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Production and Operations

According to future potential of the market and deployment demand in its
product development, the Group has continuously expanded its scale of
production. As at June 2012, the aggregate annual production capacity was
7.39 million tons (December 2011: 7.05 million tons).

Human Resources

As at 30 June 2012, the Group had approximately 26,800 employees
in China and Hong Kong. Total staff costs for the period, excluding the
directors’ remuneration, were approximately RMB877.6 million (2011:
RMB8&39 million).

Since 2012, the Group recruited more senior professionals, especially
increasing the proportion of management talent with working experience
in international fast-moving consumer goods companies to support the
strategic development requirements of the Group, especially in the areas of
quality, branding and R&D.

Prospects

In the second half of 2012, the dairy industry in China would continue to
grow and become more standardised under the influence of state policies.
According to statistics, the consumption of dairy products per capita per
year in China was 26.47 kg for 2011. Such figure was substantially lower
than the consumption of 119.83 kg per capita per year in the United States.
Hence, there is great potential for the development of the market for dairy
products in China.

The year 2012 is an extremely challenging year for Mengniu. It is the vision
of the Group to become a dairy enterprise that delivers products of the
best quality and in the most professional and devoted manner. It is the
mission of the Group to deliver safe, premium and healthy dairy products
to consumers. The Group will also grow stronger along with its customers,
staff, shareholders and all stakeholders. Mengniu will continue to strengthen
its communication with consumers, investors, industry experts and the
media, which will improve its transparency and enhance the brand image of
Mengniu.

In face of the challenges and opportunities arising in the dairy products
industry, the Group will continue to improve and enhance its quality control
system. The establishment and monitoring of upstream milk sources will
be improved and internal risk control procedures will be enhanced. The
Group's product portfolio will be restructured according to the demand of
the market. As a result, the Group will lead the healthy development of the
dairy industry in China.

LEMNEE

RIERAB NS RERERNMBERR - AEBSE
BALGESE BE_T——F8 AtFEeE
739BME(ZTE——F+_H : 7058 ) °

ANEIR

RZF——FRA=1H  AEENFEAREREES
HIE AR E #926,80017 - HIARBMEKA(TRIEES
M) HR/AREST7I6(ET(ZF——F : AR%¥839

BT)

B FR . AEEIRRREEA LR - &
ARSI ARBEBRIER AR TIEEROEEAT
Ol AR ARENBRERER  LEREE - &
h& - e o

RE

—EF T EERBEROZET - PEILER
FrBAT AW E AR - BRIBGE BT —F——F+
BABIARREEHES/2647T 7 - BENEBHA
BN983TREHEE  REHPETSEARNERE
o

—EF - HRREEBEAKEN —F - AEEH
FERMRER  &FEX SLINIREE X
FaEAHEEERLE - BE - BEOIES AR
BEF BT - BRERAAMSMERLHERE - K+
DEZMEEEEE  REE - (TEERNERBNE
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Report of the Directors
EEFHRE

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 2012 (“interim
financial statements”).

Interim Dividend

The Directors do not recommend the payment of an interim dividend for
the six months ended 30 June 2012 (six months ended 30 June 2011: nil)
and propose that the profit for the period be retained.

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

As at 30 June 2012, the interests and short positions of the Directors and
the chief executive of the Company and their respective associates in the
shares, underlying shares and debentures of the Company and associated
corporation (within the meaning of Part XV of the Securities and Futures
Ordinance (the “SFO")) 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 Listing Rules were as
follows:

ARBER(EZDE(EFEDMARZEP R
& ERARAREFRAR(GRIAEER DBE-F
—ZFRNAZTRIEANEARAREEXERGRS PR
R(THEMTEHRKR]) ©

PHAR S

EETEAREEE T —F R A=THIEANEAR
PHRE(EE—T——FRNA=THLLAER : &) -
WiEFHRENARN

EEREETHRAERRND - HERG K

(EU EP 595879

RZZB——FRA=1H KRAEERETETHAER
REBZBMBALRARRRABER(ERREHFK
HIBG01([F 2 R E 5G] 1) EXVED) 2 Bfn - AERARX
R ERET BEABREREBEIE S MEGEDE
NFEREFENERMAZERFORR  JIRIE LT
HAMEI0ME 2 EMBETABBETIERIHZRE
STRNMRESTRID NS AR RMNEBBARBAERA
BI([ B3RP ) 2 s SOR BTN TS
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RARE]FEEOEBRD 2178 (TREREARRE
Pt IR TR -

Long positions in the shares of the Company/Associated Corporation (not
including options granted under the Company’s share option scheme):

Percentage of

the Company’s/
Associated
Corporation’s
Issued
Share Capital®
Company/Name of Total Number of EE NG el
Name of Director ~ Associated Corporation Nature of Interest Ordinary Shares EEERIT
EEnA NGV E) Y R ERME HERBR RAWE D@
Yang Wenjun® The Company Personal Interest 7,927,370 (L) 0.45%
B &M i /NC] B AR
Inner Mongolia Mengniu Dairy Personal Interest 4,510,460 (L) 0.30%
(Group) Company Limited & A2
(“Inner Mongolia Mengniu”)
REEE TS e SEN] )
BRABR(ARRS])
Bai Ying The Company Personal Interest 603,209 (L) 0.03%
S ZAN/NG]| & A2
Inner Mongolia Mengniu Personal Interest 448,201 (L) 0.03%
REETH B At R
Notes: 5T

(1) Mr. Yang Wenjun resigned as executive Director with effect from 30 July 2012. (1) BXEEEH-_ZT——FtA=+HEFIHITESE -

R-ZF—_FXA=18  ARREETRNHBES
1,767,723,501f% °

(2)  The total issued shares of the Company as at 30 June 2012 was 1,767,723,501.  (2)

() Indicates a long position. L ERREFE -

RRRETESRIBARR]Z BRET SR BARE
FHBEN T X[ B RtEst 8 —#f -

The Directors of the Company have been granted options under the
Company's share option scheme, details of which are set out in the section
“Share Option Scheme” below.
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Saved as disclosed above and as set out in the section “Share Option
Scheme” below, as at 30 June 2012, none of the Directors and the chief
executive of the Company and their respective associates had any interests
and short positions in the shares, underlying shares and debentures of the
Company or any of its associated corporations (within the meaning of Part
XV of the SFO) 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.

As at 30 June 2012, 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 its
associated corporations (within the meaning of Part XV of the SFO) 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 TERRESE BB

COFCO Corporation FEEEAR AT

COFCO (Hong Kong) Limited e B(FE)ERAR
Farwill Limited Farwill Limited

COFCO Dairy Holdings Limited COFCO Dairy Holdings Limited
COFCO Dairy Investments Limited COFCO Dairy Investments Limited
Arla Foods Amba Arla Foods Amba

Morgan Stanley Morgan Stanley

UBS AG UBS AG

JPMorgan Chase & Co. JPMorgan Chase & Co.

Commonwealth Bank of Australia Commonwealth Bank of Australia

B EX R T X[ kst &) | —fIAIREEN K=

—ZFARA=ZTR  AARBREERTETRAERE
B ZBMBA TR AR B RAEMEEEE (EE LES R
HIEIRBIZEXVER) Z Bty - FERER ) R fERERE T - B
BERBCEREES LB IRPIFE2EREFEN
BRCMA - SAREREST IR & AR RIANEE AT 2 #E

wmMRE e
RZZF—ZFA=18 - BEEHFRAEKNIFE336

BREFEELMALE  TE2RR(REARRRE
1EE AR (E & R E S IR IRBIFEXVER) BB o Pk
BRRGEAREN EXEINARREERERITH
ABBRIN AR AR K ABRER (0 7 BB SOA R 1R
T

Percentage of
the Company'’s
Issued

Share Capital®

Number of NN
Ordinary Shares BRTRAE
= AR A BALO
496,014,022 (L)® 28.06%
495,614,022 (L)@ 28.04%
495,614,022 (L)® 28.04%
347,600,000 (L)@ 19.66%
347,600,000 (L) 19.66%
495,614,022 (L)® 28.04%
135,810,793 (L) 7.68%
26,152,972 (S) 1.48%
106,974,341 (L) 6.05%
15,088,200 (S) 0.85%
105,100,480 (L) 5.95%
4,000,000 (S) 0.23%
95,534,480 (P) 5.40%
88,433,000 (L) 5.00%



Notes:

COFCO Corporation is deemed interested in (a) 495,614,022 shares in the
Company through its wholly-owned subsidiary, COFCO (Hong Kong) Limited
and (b) 400,000 shares in the Company through another of its wholly-owned
subsidiary, COFCO (BVI) Limited. COFCO (BVI) limited is deemed interested in
400,000 shares in the Company through its wholly-owned subsidiary, COFCO
(BVI) No. 9 Limited.

COFCO (Hong Kong) Limited is deemed interested in 495,614,022 shares in
the Company through its wholly-owned subsidiary, Farwill Limited.

Farwill limited is deemed interested in 347,600,000 shares in the Company
through its 70% owned subsidiary, COFCO Dairy Holdings Limited.

COFCO Dairy Holdings Limited is deemed interested in 347,600,000 shares in
the Company through its wholly-owned subsidiary, COFCO Dairy Investments
Limited.

On 15 June 2012, Arla Foods Amba entered into a shareholders’ agreement in
relation to COFCO Dairy Holdings Limited with COFCO (Hong Kong) Limited,
Farwill Limited and COFCO Dairy Holdings Limited, which constitutes an

agreement under Section 317 of the SFO. Accordingly, Arla Foods Amba is
deemed interested in 495,614,022 shares in the Company.

The total issued shares of the Company as at 30 June 2012 was 1,767,723,501.

Indicates a long position.
Indicates a short position.

Indicates a lending position.

Saved as disclosed above, as at 30 June 2012, 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.

RESEIEARAT I

FE -
M

®)

©®)

bR EXXFTIEEESN

021

Report of the Directors EE &R &

FREBERARNNERAQEBEZEMNBARTIE
EEH(FH) AR A BINANA 7]495,614,022 8 A5 K (b)
EBHE B —2EWEBAFCOFCO (BVI) Limited AR &
400,0008%R% 1 R B #E25 © COFCO (BVI) Limited 4745 &
FHRE 2 EMEATICOFCO (BVI) No. 9 Limited A A A)
400,0008% B (0 P A s o

FREBE(EH)BRARFEASAEZENE AR
Farwill Limited PAZN2 71495,614,022 % A% (D R A A2

Farwill Limited 345 /435 i H 70% K B A 5] COFCO Dairy
Holdings Limited 77572 1347,600,0008% 3% {7 #E 45 12 ©

COFCO Dairy Holdings Limited 4% A& B H 2 &M E A F]
COFCO Dairy Investments Limited 74752 ]347,600,000%
R&An R A s o

RZE——F,xA+THAAB ’ Arla Foods AmbafirhigE
(&8)BM AT - Farwill Limited ZCOFCO Dairy Holdings
Limited&] 32/ BICOFCO Dairy Holdings Limited &% 5 13
& HIREES REEHIE317 R - Bt
Arla Foods Amba#f % AR A §1495,614,022 A% A% (5 7 #
A

RZF—ZFXA=18  RRREETRNHEES
1,767,723,501f% °

RNIR

o

RIVRE °

RN EH

o

R-ZT——FA=1H BIEZ

7 R AERPIFEIBIRREFTE 2 ELCMATT - HEE
AEAR AR A BB AR h s soA R
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Share Option Scheme BT S

The Company operates a share option scheme (the “Scheme”) for the — ANAEERMAN—IBIEARERTEI([FHE]]) - FEREAEE
purpose of providing incentives and rewards to eligible participants who — ¥BKIIAE BRIz & ER2HE(EL SR REE - B
contribute to the success of the Group’s operations. The following share A+ & &EIAMARTTEE 2 BERRFELNT -

options were outstanding under the Scheme during the period:

Number of share options
BREHE
Exercise
Asat Asat Date of Exercise period of price of
1 January Exercised Lapsed 30June grant of share options share
Name or Category of 2012 during during 2012 share options (both dates inclusive) options
Participant R=B——#  theperiod theperiod R=B—=F BHERE SRR AT RE AR fBlRE
SHREZERER —A—H HRTRE BR%¥M AA=1tH BH (BFEEMX) T8
HK$
BT
Executive directors
HiTES
Yang Wenjun® 9,000,000 - - 9,000,000 18.8.2008 18.8.2010 10 17.8.2014@ 22.03
B fzo ZZR\ENATNA —Z-TENATN\RZE
“E-mENATLRD
6,600,000 - = 6,600,000 23.11.2009 23.11.2011 10 22.11.20159 24.40
“EENE+-A-t=F “T—%t-fA-ft=AZ
“E-RFt-A-tZRe
9,000,000 = = 9,000,000 10.10.2011 10.10.2015109.10.2018% 24.10
“E—%1+A+H “Z-1ETATHEZE
“Z-\EtANBe
Bai Ying 1,840,000 - - 1,840,000 18.8.2008 18.8.2010 0 17.8.2014@ 22.03
HE “ZE\ENATNA “Z-TENATNBE
“E-RENATLRAY
3,210,000 - - 3,210,000 23.11.2009 23.11.2011 10 22.11.20159 2440
“ZENE+-A-tZB —T——Ft+-fA-ft=ZAZ
“F-HFH—A=toEo
3,200,000 - = 3,200,000 10.10.2011 10.10.2015109.10.20184 2410
“Z—5%+A+H “E-1ETATHEZE
- \FtANRe
Wu Jingshui 1,100,000 = = 1,100,000 18.8.2008 18.8.2010t0 17.8.2014@ 2203
REK “ZZ\ENATNR “Z-ZENRAT\RE
“Z-RENATLRY
1,500,000 - - 1,500,000 23.11.2009 23.11.2011 10 22.11.20159 24.40
“ERNEH-A-tZA ZF—F1+-A-fZRZE
R+ A=A
2,400,000 - - 2,400,000 10.10.2011 10.10.2015109.10.20184 24.10
—E—5%+ATH “E-1ETATHZE

- N\FHARRN
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Number of share options
BREHA
Exercise
Asat Asat Date of Exercise period of price of
1 January Exercised Lapsed 30June grant of share options share
Name or Category of 2012 during during 2012 share options (both dates inclusive) options
Participant R=B——%  theperiod theperiod R=Z——F BHBERE BBRAE(TEER AR
SEELHIER —-A-H A BR%i¥ RA=tH BH (BREEWX) e
HK$
B
Ding Sheng 1,150,000 = = 1,150,000 18.8.2008 18.8201010 17.8.2014 22.03
TE “ZENENATNR “Z-ZE\RT/\RE
ZZ-MENATLAR
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Notes:

(1) The share options will be vested in four equal batches with 25% of the share
options granted vesting on the first, second, third and fourth anniversaries of
the date of grant. In addition, the share options will only be vested if and when
the pre-set performance targets of the Group, the division of the grantee and
the grantee are achieved. Unless all of these targets are met, the share options
will lapse.

(2)  The share options will be vested in two equal batches with 50% of the share
options granted vesting on the second and third anniversaries of the date of
grant. In addition, the share options will only be vested if and when the pre-set
performance targets of the Group, the division of the grantee and the grantee
are achieved. Unless all of these targets are met, the share options will lapse.

(3)  The share options will be vested in three batches with 20%, 40% and 40% of
the share options granted vesting on, respectively, the second, third and fourth
anniversaries of the date of the grant. In addition, the share options will only be
vested if and when the pre-set performance targets of the Group, the division
of the grantee and the grantee are achieved. Unless all of these targets are met,
the share options will lapse.

(4)  The share options will be vested in two equal batches with 50% of the share
options granted vesting on the fourth and fifth anniversaries of the date of the
grant. In addition, the share options will only be vested if and when the pre-set
performance targets of the Group, the division of the grantee and the grantee
are achieved. Unless all of these targets are met, the share options will lapse.

(5)  The weighted average closing price of the shares of the Company immediately
before the dates on which the options were exercised was HK$23.22.

(6)  Mr. Yang Wenjun resigned as executive Director with effect from 30 July 2012.

During the six months ended 30 June 2012, no share options were granted
under the Scheme.

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 in or debentures of the
Company or any other body corporate.

Save as disclosed above, none of the Directors or the chief executive (including
their spouses and children under the age of 18) during the six months ended
30 June 2012, 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.

ME -

(1) BEESOSUENERE - 25%EREDRINHRHA
HEF— = ZROEBFRE o b - WEEDIR
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BRBRE ERE - MARREER LA 2H AR - AIFR
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R o
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The Group's businesses are principally located in the Mainland China and
substantially all transactions are conducted in RMB, except for the purchases
of imported machinery and equipment and sale of dairy products to Hong
Kong and Macau. As at 30 June 2012, substantially all of the Group’s assets
and liabilities were denominated in RIMB except the cash and bank balances
of approximately RMB66,093,000 (31 December 2011: RMB139,724,000),
RMB26,108,000 (31 December 2011: RMB163,027,000) and
RMB45,879,000 (31 December 2011: Nil) which were denominated in
United States dollars, Hong Kong dollars and Euro respectively, the interest-
bearing bank loans of approximately RMB135,985,000 (31 December
2011: RMB264,044,000) and RMB407,610,000 (31 December 2011: Nil)
which were denominated in United States dollars and Hong Kong dollars,
respectively and long term payables of approximately RMB85,594,000 (31
December 2011: RMB100,128,000) which was denominated in United
States dollars. Management has set up procedures to periodically review and
monitor the foreign currency risk exposure.

As at 30 June 2012, the Group has pledged certain bank deposits, land use
rights and certain property, plant and equipment aggregating approximately
RMB370,050,000 (31 December 2011: RMB555,103,000). Details are set
out in the respective notes to the interim financial statements.

Details of contingent liabilities and capital commitments are set out in Notes
32 and 33, respectively, to the interim financial statements.

Mr. Ning Gaoning, the Chairman and non-executive Director, has been
appointed as an independent non-executive director of BOC Hong Kong
(Holdings) Limited, a company listed in Hong Kong, with effect from 24
August 2012.
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Mr. Ma Jianping, non-executive Director, was appointed as an executive
director and chairman of the board of directors of The Hong Kong Parkview
Group Limited, a company listed in Hong Kong, with effect from 28 August
2012.

The Company is dedicated to ensure 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 Code on
Corporate Governance Practices (effective until 31 March 2012) during the
period from 1 January 2012 to 31 March 2012 (the “Old Code”) and the
Corporate Governance Code (effective from 1 April 2012) during the period
from 1 April 2012 to 30 June 2012 (the “CG Code") contained in Appendix
14 to the Rules Governing the Listing of Securities on the Stock Exchange (the
“Listing Rules”) as its own code of corporate governance practices.

The annual general meeting of the Company was held on 15 June
2012 (“AGM"). Due to unavoidable business engagements and other
commitments outside of Hong Kong, nine Directors (including the
Chairman, the Chief Executive Officer, non-executive Directors and
independent non-executive Directors) were unable to attend the AGM.
Reasons for their absence were explained to the shareholders at the AGM.

Six Directors (three executive Directors (including the Chief Financial Officer)
and three independent non-executive Directors (including the chairman of
the audit committee)) attended the AGM and they were available in person
for answering questions from shareholders and investors at the “Questions
and Answers” session of the AGM.

The Board has reviewed the Company’s corporate governance practices and is
satisfied that the Company has been in compliance with all applicable code
provisions of the Old Code during the period from 1 January 2012 to 31
March 2012 and the CG Code during the period from 1 April 2012 to 30
June 2012, save as disclosed in this interim report.

As at the date of this interim report, the Board currently comprises four
Executive Directors, namely, Ms. Sun Yiping, Mr. Bai Ying, Mr. Wu Jingshui
and Mr. Ding Sheng; six Non-executive Directors, namely, Mr. Ning
Gaoning, Mr. Yu Xubo, Mr. Niu Gensheng, Mr. Ma Jianping, Mr. Tim Qrting
Jorgensen and Mr. Finn S. Hansen; and five Independent Non-executive
Directors, namely, Mr. Jiao Shuge (alias Jiao Zhen), Mr. Julian Juul Wolhardt,
Mr. Liu Fuchun, Mr. Zhang Xiaoya and Mr. Xie Tao.
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Securities Transactions of Directors

The Company has adopted 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 2012.

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

During the six months ended 30 June 2012, neither the Company nor any
of its subsidiaries purchased, sold or redeemed any of the Company’s listed
securities.

Audit Committee

The Audit Committee currently comprises four Independent Non-executive
Directors, namely Mr. Xie Tao (chairman), Mr. Jiao Shuge (alias Jiao Zhen),
Mr. Liu Fuchun 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 auditing,
internal control and financial reporting matters, including the review of the
unaudited interim financial statements for the six months ended 30 June
2012.

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

Sun Yiping
Chief Executive Officer

Hong Kong, 28 August 2012
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1 Tim Mei Avenue
Central, Hong Kong

b2
K
Tel: +852 2846 9888

Fax: +852 2868 4432
Wwww.ey.com

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

We have reviewed the accompanying interim financial information of China
Mengniu Dairy Company Limited (the “Company”) and its subsidiaries
(the “Group”) set out on pages 30 to 72 which comprises the condensed
consolidated statement of financial position as at 30 June 2012 and the
related condensed consolidated statements of income, 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, and for no other purpose. We do not assume responsibility towards
or accept liability to any other person for the contents of this report.

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.

RS- R E
FRDRAXE IR
PIEXE221E

3% +852 2846 9888

{3 EL: +852 2868 4432
www.ey.com

3
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Report on Review of Interim Financial Information F 8181 75 & ¥l TR &

Based on our review, nothing has come to our attention that causes us to  BIEBFIER - KN AREE A EEBULHMIEE
believe that the accompanying interim financial information is not prepared, — B&Pft 1 BRI 7 & BHE — 1 E K5 E N R IZ RS BIPR & 5

in all material respects, in accordance with I1AS 34. HERINE3ATRAREL o
Ernst & Young RKEETEISEHA
Certified Public Accountants HEZETED

Hong Kong BB

28 August 2012 eV By AN =
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Condensed Consolidated Income Statement
LR INEES

Unaudited
REEX

For the six months ended 30 June

BEANA=THIEAEA

2012 2011
=F—=F —F—F
Notes RMB'000 RMB’000
PaE ARET T ARETFTT
Revenue WA 4 18,360,566 18,578,642
Cost of sales FHER R (13,650,024) (13,753,754)
Gross profit EF 4,710,542 4,824,888
Other income and gains HAUWA Rz 4 108,784 100,829
Selling and distribution costs HEREHBA (3,297,452) (3,311,344)
Administrative expenses THE R (569,595) (522,284)
Other operating expenses Hih&a s A 5 (128,720) (96,928)
Profit from operating activities AR ZE R R 823,559 995,161
Interest income FBUA 101,847 66,291
Finance costs BB 7 (12,037) (29,052)
Share of profits and losses of associates FE(RESEE A IR s 1E (10,779) 16,086
Profit before tax B AR 6 902,590 1,048,486
Income tax expense FriSfisz it 8 (154,678) (156,338)
Profit for the period ZSHAFIE 747,912 892,148
Attributable to: VAR & 77 FEA
Owners of the Company NATER A 644,690 789,754
Non-controlling interests FEFEAR AR R 103,222 102,394
747,912 892,148
Earnings per share attributable to ordinary NATEBIIER AFEL
equity holders of the Company (expressed in X ZE A (AR A KK
RMB per share) JTET) 9
— Basic —EK 0.365 0.454
— Diluted —#E 0.365 0.453

Details of the dividends payable and proposed for the period are disclosed in -~ ASHRfE (<% B K 255 1% B MUEF IS RRAR & B 3R M
note 10 to the condensed consolidated financial statements. FE10AHEE -
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Unaudited
REBEX

For the six months ended 30 June

BEARA=THILEAEAR

2012 2011
—E——F —E——5F
RMB’'000 RMB'000
AR%T T AREFTT
Profit for the period Z<HARI 747,912 892,148
Other comprehensive income Hi 2w
Available-for-sale investments: AMEHERE ¢
Changes in fair value N EEE) 26,409 (29,293)
Income tax effect FrisHiz 2 (4,804) 5,165
21,605 (24,128)
Exchange difference on translation of REBINETSHIE H Z 5
foreign operations 23,982 (97,909)
Other comprehensive income for the period, HAEMEERE
net of tax HERBLIR 45,587 (122,037)
Total comprehensive income for the period, HREKSEE
net of tax P18 793,499 770,111
Attributable to: AT & EL -
Owners of the Company NAEHERA 689,310 668,756
Non-controlling interests FEFERRAR R 104,189 101,355
793,499 770,111
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BRGSO R

NON-CURRENT ASSETS
Property, plant and equipment
Construction in progress
Land use rights

Long term prepayments
Goodwiill

Other intangible assets
Investments in associates
Available-for-sale investments
Deferred tax assets

Other financial assets

CURRENT ASSETS
Available-for-sale investments
Inventories

Bills receivable

Trade receivables
Prepayments and deposits
Other receivables

Investment deposits

Pledged deposits

Cash and bank balances

CURRENT LIABILITIES
Trade payables

Bills payable

Deferred income

Accruals and customers’ deposits

Other payables
Interest-bearing bank loans
Other loans

Income tax payable

NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT LIABILITIES

FRBEE
EN NG
T2

T b R
RHIFAMR

[k
HEEE
KB E AR ZHE
AHHERE
ERERIREE
HeREaE

REEE
AHHERE
ZE3 S

LESES
FEUARTR

BNF RS

H At ISR
REFH
RESEA

B K17

REAE
FERTRRTR
HANESES
EFEW R

BRERAMEFR®

HA RN F0R
FHEIRITER
HER

e PSR

REERADAR

Notes

FEE

11
12

18
13

14
15
16
17
18

19
20
20

21
22

23
24
25
26

Unaudited Audited
RICERZ ez
30 June 2012 31 December 2011
—E——fF —E——F
AA=tH +TZHA=1+—H
RMB’000 RMB’'000
AR®T T ARETTT
7,124,759 6,806,539
930,108 887,103
661,607 585,007
301,203 243,942
482,436 482,436
226,926 224,887
142,709 153,352
321,600 295,206
61,474 66,749
57,246 69,961
10,310,068 9,815,182
275,200 -
1,647,581 1,685,247
628,184 261,024
845,218 574,734
607,866 774,907
246,090 289,427
660,760 102,800
64,455 175,289
5,884,790 6,523,075
10,860,144 10,386,503
3,233,166 2,543,405
1,444,306 1,141,141
18,712 18,912
494,852 1,180,720
1,678,230 1,581,781
732,095 537,544
44,940 119,094
103,923 103,228
7,750,224 7,225,825
3,109,920 3,160,678
13,419,988 12,975,860
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Unaudited Audited
REEX e
30 June 2012 31 December 2011
—E——fF —E——F
~A=1H +=—A=+—H”
Notes RMB’'000 RMB’'000
B AR®TT AREFIT
NON-CURRENT LIABILITIES FEREESE
Long term payables REBFE(TFRIE 27 156,573 188,739
Deferred income EIEWES 225,778 234,940
Deferred tax liabilities RIEFIE A E 27,634 22,830
Other financial liabilities Hihera s 28 512,694 480,531
922,679 927,040
NET ASSETS REE 12,497,309 12,048,820
EQUITY =
Equity attributable to owners of the Company 7~ &1# A A FE(L s
Issued capital BEITIA 29 181,110 181,087
Retained earnings IREBFE 3,369,018 3,074,337
Other reserves EH A 30 8,369,333 8,215,634
11,919,461 11,471,058
Non-controlling interests FEPEAR AR B RS 577,848 577,762

TOTAL EQUITY ERER 12,497,309 12,048,820
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SRR S b

For the six months ended 30 June 2012 HZ=F—-—&FxA=1HL

(unaudited) MR (REER)
t 1 January 2012 RZZ2——5-A-H
Profit for the period RHFE

Other comprehensive income for the period ~ EARVE {2 kS
Changes in fair value of avallable-forsale ~ ATALHERE AL EE

investments, net of tax HBRE
Exchange difference on translation of BERINRBIER 28
foreign operations

Total comprehensive income for the period BRI 2 E A%

Shares issued under equity-settled share option 1742 IARK (A 2 T BERRE
arrangements (Note 29) ZHEINRG (1F20)

Equity-settled share option amangements AR (TEVEE R E R 4E

Dividends paic/payable to owners RARRREACS,/
of the Company FERRE

Dividends paid/payable to non-controling — FIZEERACER (S
interests FERRE

Derecognition of puttable non-controlling 4 H AR &3k

interests R ES
At30 June 2012 W=E——FA=1H

Attributable to owners of the Company

Issued
capital

ERIRA
RMB'000
ARMTR

181,087

23

181,110

RARHEENEERR
Other Retained
reserves earnings
Hitrffe RERNR
RMB'000 RMB'000
AR¥ETRE ARETR
(Note 30)
(HEE30)
8,215,634 3,074,337
- 644,690
20,638 -
23,982 -
44,620 644,690
4,234 -
108,022 -
- (350,009)
(3.177) -
8,369,333 3,369,018

Total

&t
RMB'000
ARBTR

11,471,058

644,690

20,638

23,982

689,310

4,257

108,022

(350,009)

(3177)

11,919,461

Non-
controlling
interests
FER
R
RMB'000

ARET R

577,762

103,222

967

104,189

(77,530)

(26,573)

571,348

Total
equity

4oy
RMB'000
ARBTR

12,048,820

741912

21,605

23,982

793,499

4,257

108,022

(350,009)

(77,530)

(29.750)

12,497,309
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Condensed Consolidated Statement of Changes in Equity BBR4R &S 2 B &

Attributable to owners of the Company
YNl 22PN A S

Non-
Issued Other Retained controlling Total
capital reserves eamings Total interests equity
FHERR
EETRA Efti#e IREBAE ait e 3 L 5

RMBO0O  RMB000  RMBO0O  RMBO000  RMBO00  RMB000
ARRTE  ARBTL ARETR  ARMTR ARRTE  ARMTR

(Note 30)
(A3E30)
For the six months ended 30 June 2011 BZ=F——%,;A=tHL
(unaudited) NMER (REEH)
At 1 January 2011 W=2—%—f—H 178,679 7,529,169 2,050,216 9,758,004 459,445 10,217,509
Profit for the period RHAFE - - 789,754 789,754 102,3% 892,148
Other comprehensive income for the period BRI EL (2 Elitss
Changes in fair value of avalable-forsale ~ ATALHERE DL ESE) -
investments, net of tax MBFIE - (23,089) - (23,089) (1,039 (24128)
Exchange difference on translation of MERINEREN 25
foreign operations - (97,909) - (97,909) - (97,909)

Total comprehensive income
for the period

Shares issued under equity-settled share
option arrangements (Note 29)

Equity-settled share option arrangements

Dividends paid/payable to owners
of the Company

Dividends paid/payable to non-controling
interests

Derecognition of puttable non-controlling

ey
- (1098 789754 668,756 101,355 770,11

BB R gL

GG RIE) 773 161,585 = 162,358 = 162,358
RS (SRR L b = 83077 = 83,077 = 83,077
AAREEEAEN,/

ERRE = = (279.233) (279.233) = (279.233)

- - - - (51,047) (51,047)

R ERER AT SER

interests RER - (2.809) = (2,809) (22,654) (25,463)
Non-controlling interests arising on business 74 FHE £ RIZHER

combination (Note 31) iR (1) - - - = 21,635 21,635
At30 June 2011 W-E—%xA=1H 179450 7,650,024 2560737 10390213 508734 10,898,947
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Condensed Consolidated Statement of Cash Flows

BHRGSHSRER

Unaudited
RBEX

For the six months ended 30 June

BEARA=THILEAEAR

2012 2011
—E——F ZE 5
Notes RMB’'000 RMB’'000
Bt AR%T T ARBFT
Net cash inflow from operating activities KB ETFEERIRESFRA 1,104,831 1,381,454
Net cash outflow from investing activities KEEHEAMRESF R (@ (1,969,436) (1,396,245)
Net cash inflow/(outflow) from BMEFBELENREFRA
financing activities OmE) 72,605 (397,706)
Net decrease in cash and cash equivalents ReRRSEBWR TR (792,000) (412,497)
Effect of foreign exchange rate changes, net  FEREB)H) /2 (;F%8) (2,361) (40,518)
Cash and cash equivalents at 1 January R—A—HNEEL &
HeEFEY 20 4,359,872 3,775,255
Cash and cash equivalents at 30 June RINA=THERES R
HEEHEY 20 3,565,511 3,322,240

Note:

(@  The balances included the additions of time deposits with original maturity of
more than three months, investment deposits and short term available-for-sale
investments, with a total amount of RMB989,236,000 (six months ended 30

June 2011: RMB400,450,000) during the period.

(@ WELBEEEYANRINPEA=@EANLNTEHSE
Mo RERGERREHAHEERESFTIEMARE
989,236,000 (HE—_ZT——FNA=+HIENEA :
AR#400,450,0007T) ©
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The Company was incorporated as an exempted company with
limited liability in the Cayman Islands. The Company is an investment
holding company and its subsidiaries are engaged in the manufacture
and distribution of dairy products mainly in the People’s Republic of
China (the “PRC").

Basis of preparation

The unaudited interim condensed consolidated financial statements
for the six months ended 30 June 2012 have been prepared in
accordance with International Accounting Standard 34 “Interim
Financial Reporting”.

The unaudited interim condensed consolidated financial statements do
not include all the information and disclosures required in the annual
financial statements, and should be read in conjunction with the
Group’s annual financial statements for the year ended 31 December
2011.

Significant accounting policies

The accounting policies adopted in the preparation of the interim
condensed consolidated financial statements are consistent with
those in the Group’s annual financial statements for the year ended
31 December 2011, except for the adoption of the following new
or revised standards and interpretations as of 1 January 2012. The
adoption of these interpretations did not have any material impact
on the financial position or operating results of the Group in the
unaudited interim condensed consolidated financial statements for the
current period.

e IAS 12 - Deferred Tax: Recovery of Underlying Assets
(Amendment)
This amendment to IAS 12 includes a rebuttable presumption
that the carrying amount of investment property measured
using the fair value model in IAS 40 will be recovered through
sale and, accordingly, that any related deferred tax should
be measured on a sale basis. The presumption is rebutted if
the investment property is depreciable and it is held within a
business model whose objective is to consume substantially all
of the economic benefits in the investment property over time,
rather than through sale. Specifically, IAS 12 will require that
deferred tax arising from a non-depreciable asset measured
using the revaluation model in IAS 16 should always reflect the
tax consequences of recovering the carrying amount of the
underlying asset through sale. Effective implementation date is
for annual periods beginning on or after 1 January 2012.

FREESAEARAT | 037

ARARIRRFEERESEMRLNEREEREE
RNE] o ARB N —FKEEKR AR - MEFAF
TEEFEARANMBE(HEDHEARREE

fim SLELRE
BE_Z——FXA=THIEXEANREER
FHI AR A M IRAR R IRR BN S 5 ERE 34
Sl R ERRA TS SR IR o

AREEZTHRERFEAMBRERLAHEFE
MR ABHOEBERIWE - WEEAEH
HE-_Z——F+-A=T—HLEFENNER
R—HFHE

BEARFEER
BREMNATEHE T —F— 8 — B4R
B RAHEFTH BRI IS 5 2 R R 28I - 1R
BV HAGRRAR A B TS SRR TR AN & 5T BUR
BRRAEEEE S ——F+=-A=+—Hit
FENPERERATRMERFT B - Wz SR
B AREEZT HERREMERETASER
EARIEA TS AR S AC S B AT A E AR -

o EIFFSFIERIZE125E - EEHE | WEAER
BEERTA)
B & SR 1257 VIS FT A B 15 R H B
SRR P AR A ERAGTENRE
MEMRE(ER &5 8 & 77 Y B §Y AT 1%
BEE - Fitt - EERRETIA R &
HESGE - MIREMERATERUREEX
BLAAAREEREMEANNKESESE
B MARMHETANEEEASE - &
AT E RIAT AR - 45 RIR - Bt & AR
B2 MIRE - B SFHERFE 165 A
BHEEXAENT AN EBRERELHRT
IR - ERERRE BN ET A K EEEE
EREENRBER - ARERARAR—F
——F—A— B KRBHFELM o
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Notes to Condensed Consolidated Financial Statements E§BR4R & BF i SR < Mt 5%

Significant accounting policies (continued)

IFRS 7 — Disclosures - Transfers of financial assets
(Amendment)

The International Accounting Standards Board issued an
amendment to IFRS 7 that enhances disclosures for financial
assets. These disclosures relate to assets transferred (as defined
under IAS 39). If the assets transferred are not derecognised
entirely in the financial statements, an entity has to disclose
information that enables users of financial statements to
understand the relationship between those assets which are
not derecognised and their associated liabilities. If those assets
are derecognised entirely, but the entity retains a continuing
involvement, disclosures have to be provided that enable users
of financial statements to evaluate the nature of, and risks
associated with, the entity’s continuing involvement in those
derecognised assets. Effective implementation date is for annual
periods beginning on or after 1 July 2011 with no comparative
requirements.

IFRS 1 - Severe Hyperinflation and Removal of Fixed Dates
for First-time Adopters (Amendment)

When an entity’s date of transition to IFRS is on or after the
functional currency normalisation date, the entity may elect
to measure all assets and liabilities held before the functional
currency normalisation date, at fair value on the date of transition
to IFRS. This fair value may be used as the deemed cost of those
assets and liabilities in the opening IFRS statement of financial
position. However, this exemption may only be applied to assets
and liabilities that were subject to severe hyperinflation. Effective
implementation date is for annual periods beginning on or after
1 July 2011 with early adoption permitted.

The Group has not early adopted any other standard, interpretation or

amendment that was issued but is not yet effective.

ERSHBE®

BRI REERE7R - RE-EEESR
BEEITA)

B estElEEeBEMBERMEREE
RIE7RMERT - BEEMNRE R EENH
BE-hFRBERCHREERHM(ERAE
REFHERIE39R) - MEBREERTE
MATERR PR ILFER - ZERVARTERE
BB RERERE T HEIZE LR TR
BE ESEEAARE B2 HOBRNER o i
ZERER TR ILER  BRERISE
28 - QI BRERERM SRR EMERL
AR BB EZ SR ITEREEN T
BRAERR ARERANA—_T——%F
Tt A—BHZ RFARNFREERE - BYHEL
BERE ©

BB REEAE 1S - BRESBERKS
BREDRER A& EE B8 (85T %)
E-RERRDREENERL AR RE
FERMEREER - ZERAERRER
BB B R E AR A ERERTIEE
B EREABMFENMEEERAR -
I 2% 7o (B AT B R BB R B 7 5 2 R B R
NERPREZFEERRBRRIERAR - R
i - bR EEANBRESBRTEN
BENMAE BRERBHA-_FT——Ft
A—BR KRG FERE - BAFHRR
R

ANEEE I IR P RN BB W R AR (AT
R - REERUEAT
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Notes to Condensed Consolidated Financial Statements &5 BR 4R & B 78 3R = i =%

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

e liquid milk products — manufacture and distribution of
segment ultra-high temperature milk

("UHT milk”), milk beverages

and yogurt;
e ice cream products — manufacture and distribution of
segment ice cream; and
e other dairy products — mainly manufacture and
segment distribution of milk powder.

Management monitors the results of its 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, finance costs, dividend income, as well as head office
and corporate expenses are excluded from such measurement.

Segment assets exclude equity investments 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.

ﬁﬂ%i@?ﬁ% P RNEEIREm MRGBAEBE
F KA THI =B HEREDED :

RIS
SBRE T ([UHT
;1) - FLERE
FELY ;

o KEMEMNR - SERKHKHE
3

o HMIEMAR - LERKHDH

o

48

EEEEERSLENNES - MELER
iﬁ?"@ﬂ&%ﬁaﬂéﬁ’ﬁ%k D ERRIRIRA]
BENEME, (BB (R AHEAERAFIE
B18) B —TE5T8) TIARHE - R BHBIFE
BR) DERAREENTAAE, (B8t
B HEMBHA - BERAE - BUBMA R 4EEE K
RAEXHTEENZTEA °

I~ =

DEWEELBROBRARE AR HH
RERARAE DRFEEREEEHER

DESBE R REA

HEMHE REERSZ AR TERE =5
EFRANEEETRS -
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Notes to Condensed Consolidated Financial Statements E§BR4R & BF i SR < Mt 5%

The following tables present the revenue, profit and certain asset and TREN T AEBENEBDFHMA - FIEAE
liability information for the Group's operating segments: NEEMBENER
For the six months ended Other dairy Intersegment
30 June 2012 (Unaudited) products eliminations Consolidated
BE-E--FRA=THL
ANMEA (REERZ) D EP R g =e
RMB'000 RMB'000
ARETR AR%¥TR
Segment revenue: DEBBA
Sales to external customers HE TIMNEEP - 18,360,566
Intersegment sales DERHEE (224,976) =
Total BT (224,976) 18,360,566
Segment results PEEE - 999,299
Interest income FBUWA 101,847
Finance costs AR A (12,037)
Share of profits and losses of i A=NGI )
associates E5ig (10,779)
Unallocated corporate expenses o n NIt (175,740)
Profit before tax Tt A 902,590
Income tax expense FrisEis (154,678)
Profit for the period ANEAF) 747,912
At 30 June 2012 R=E——FXA=+H
(Unaudited) (REERZ)
Assets and liabilities BERERE
Segment assets DEEE - 18,975,859
Intragroup elimination EERERE (5,952,676)
Unallocated corporate assets PHENARIEE 8,147,029
Total assets BEE 21,170,212
Segment liabilties HHEME - 13175790
Intragroup elimination EE R ERE (5,952,676)
Unallocated corporate liabilities IHENARIEE 1,449,789
Total liabilties waf 8,672,903
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Notes to Condensed Consolidated Financial Statements B B4R & B & SRR ft 5%

3. Segment Information contnuea 3. ZEbER@
For the six months ended Liquid milk Ice cream  Other dairy  Intersegment
30 June 2011 (Unaudited) products products products  eliminations ~ Consolidated
HE_T—FA=THL
NME R (REEZ) REPER KDWEDR HMIEs 2EHEEE o)
RMB'000 RMB'000 RMB'000 RMB’000 RMB‘000
ARETTT ARETT ARETRTE ARETRT ARETET
Segment revenue: DEBURA
Sales to external customers SHE TINE R 16,294,922 2,083,044 200,676 - 18,578,642
Intersegment sales DESEHE 96,989 7,357 81,971 (186,317) =
Total e 16,391,911 2,090,401 282,647 (186,317) 18,578,642
Segment results DEPELE 1,095,479 25,895 (18,380) - 1,102,994
Interest income FEUA 66,291
Finance costs BEKAR (29,052)
Share of profits and losses of FE(RER AN AR K
associates e 16,086
Unallocated corporate expenses 9 EBEA RIS H (107,833)
Profit before tax FRATFE 1,048,486
Income tax expense FrSfis (156,338)
Profit for the period AREARE 892,148
At 31 December 2011 R=Z2——&F+=A
(Audited) =t+—R(&ER)
Assets and liabilities BERER
Segment assets DEEE 14,940,212 1,613,604 343,248 - 16,897,064
Intragroup elimination EE R (4,756,443)
Unallocated corporate assets AR AR EE 8,061,064
Total assets BEE 20,201,685
Segment liabilities DEPEE 10,814,233 1,016,822 261,879 - 12,092,934
Intragroup elimination EB RS (4,756,443)
Unallocated corporate liabilities A EFEYA ) & & 816,374
Total liabilities =N 8,152,865
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Notes to Condensed Consolidated Financial Statements E§BR4R & BF i SR < Mt 5%

4. Revenue, Other Income and Gains 4. WA ~ AR e

Revenue, being the turnover of the Group, represents the net WARAEENEERE EEEHARNERF
invoiced value of goods sold, after allowances for goods returns and B SNREENE ST - ARIEHEEERAR
trade discounts, and after eliminations of all significant intra-group BRRIMZEARR S EFTISHEEE
transactions.
An analysis of the Group’s revenue, other income and gains is as AEENBA - EARA RS DT T
follows:

Unaudited

RISER

For the six months ended 30 June

BEANA=THIEAEA

2012 2011
=F—=F —F——F
Notes RMB'000 RMB'000
liEss AR®T T ARBTT
Revenue: L ONE

Sales of goods I miEE 18,360,566 18,578,642

Other income and gains: E U A R U
Government grants B EED @) 81,823 21,333
Amortisation of deferred income PRI s 5 (b) 9,361 7,621
Foreign exchange gains, net P 5 e SRR = 54,009
Others Hit 17,600 17,866
108,784 100,829
18,469,350 18,679,471

Notes: Pt

(@  The government grants in the form of cash donations have been received @ AEEREREMIANBITEEZREME TS
for the Group's contribution to the local economy with respect to the REAPAR - ST S BRNY =0 BN 6 B
establishment of infrastructure relating to the dairy products industry. & o % B I R A (AT RS A RO R ek
There are no unfulfilled conditions or contingencies attaching to these REIE -
grants.

(o) The Group has received certain government grants in the form of b BEAYE - BEMREREMECR SRR E
property, plant and equipment donations or cash donations to purchase M BEERRESR  AAEESRTETH
items of property, plant and equipment. The grants are initially recorded as B - ZE B VIR ARE R - WIRIEE
deferred income and amortised to match the depreciation charge of the EREE AR A - ECHARREYR - &
underlying property, plant and equipment in accordance with the assets’ B RS EHIITER -

estimated useful lives.
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Notes to Condensed Consolidated Financial Statements B B4R & B & SRR ft 5%

5. Other Operating Expenses 5. Hhi&&E &R

Unaudited
RICEX

For the six months ended 30 June
BEARA=THILAKEAR

2012 2011
—E-=F —T——%
RMB’'000 RMB’'000
AR¥T ARETTT
Provision for trade receivables and FEUBR TN N HL bR Uk
other receivables IR 15,962 15,543
Provision/(write back of provision) for inventories 17 & &, (B fHEE]) 6,427 (156)
Loss on disposal of items of property, BEME - BE&
plant and equipment HAEESE 1,155 910
Donations B 2,610 3,077
Educational surcharges and city construction tax 27 & M ANAN 4 s 52 2850 71,532 73,777
Foreign exchange losses, net b 5 EE5E 26,727 -
Others H 4,307 3,777

128,720 96,928
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Notes to Condensed Consolidated Financial Statements E§BR4R & BF i SR < Mt 5%

6. Profit Before Tax

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

6. BiAIAHE

Unaudited
RS

RS BT AE THEINRR T OB AR EAS

For the six months ended 30 June

BEANA=THIEAEA

2012 2011

—E-—F —E——F

RMB'000 RMB’000

AR¥T T ARETFTT

Cost of inventories sold SHEFERAR 13,646,728 13,753,754
Realised and unrealised fair value losses of FHRASRITESMTE

derivative financial instruments, net N EEIEFRE 3,296 =

Cost of sales SHEKA 13,650,024 13,753,754

Depreciation of property, plant and equipment 4% « BB R R EITE 475,713 396,254

Amortisation of land use rights {5 PR £ 7,289 5,958

Amortisation of other intangible assets E b & A S 3,991 8,229

Employee benefit expense EERNER
(excluding directors’ emoluments) (TEREESES) 877,595 839,033
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Notes to Condensed Consolidated Financial Statements B B4R & B & SRR ft 5%

Finance Costs
An analysis of finance costs is as follows:

BB R
BARARMAHIT -

Unaudited
RS

For the six months ended 30 June

BEANA=THIEAEA

2012 2011

—E——fF —E——%F

RMB'000 RMB'000

ARET T ARETT

Interest on long term payables RHAFERFIER S 9,167 1,814

Interest on bank loans wholly repayable AR AFAZHEED

within five years RITEFLE 457 23,788
Increase in discounted amounts of contingent R G N sk AR(E

consideration arising from the passage of time HTIRIRE 2413 3,450

12,037 29,052

Income Tax Expense

The major components of income tax expense in the condensed

consolidated income statement are:

FRiSHi

MRS MBERAPMSHRIENEERD A

Unaudited
RICEX

For the six months ended 30 June
BZEA~A=1THIA~EA

2012 2011
—2-=F —T——%
RMB’'000 RMB’'000
AR¥T T ARETT
Current income tax BIHEAFTIS 5
Current income tax charge BUHART{S S 149,403 130,525
Deferred income tax EEFSH
Relating to origination and reversal of BRATEEE R EREERN
tax losses and temporary differences EEHE R [El 5 5,275 25,813
154,678 156,338
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(@ Hong Kong profits tax has not been provided as the Group had
no assessable profits arising in Hong Kong during the period.

(b) The tax charge represents the provision for PRC corporate
income tax (“CIT") for the period at the prevailing tax rates
applicable thereto.

During the period, certain PRC subsidiaries were subject to tax
exemption in accordance with (i) the PRC CIT Law; (i) “The notice of
preferential tax policies for companies located in West China”; and
(iii) “The notice of preferential tax policy for preliminary processing of
agricultural products”.

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

The diluted earnings per share is calculated by dividing the profit for
the period attributable to ordinary equity holders of the Company by
the weighted average number of ordinary shares in issue during that
period, as used in the basic earnings per share calculation; and the
weighted average number of ordinary shares assumed to have been
issued at no consideration on the deemed exercise of all share options
during the period pursuant to contingent ordinary share provision in
IAS 33 “Earnings Per Share”.

Notes to Condensed Consolidated Financial Statements E§BR4R & BF i SR < Mt 5%

@ BARTNEEEHRATEETBELEAER
WA - BESHR R B NISTHEME -

b) AR BEEMRRIRI TERR RN
B AS ([ DRMEH ) BAE -

HIA - RBO)FBEDEAEHOE ¢ (IKHFRES -
REGER  BRAZENARARERKES
BURERBHEA) « R(iKEEREMEX RS
BEERRNRERVIINTEHE GTT)aam)
ETHETFARIZEMBGER o

A EREA R TR N A L T BRI
A TR A BRPO B 37T AR 0 A 4
MR -

SREERNTIRIBEAR AR SRR ER ARG
HARERR AR (Rt B B REA AN FRA %S
AEHTEBRINEFHRLREBAMBER
RERTT R ARIRERR & SR 3357 [ F A |
M A B AR EAERTO T BB IEF
BEGETE -
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Notes to Condensed Consolidated Financial Statements B B4R & B & SRR ft 5%

Earnings Per Share Attributable to Ordinary 9. ARAREBEREE ABENEREF
Equity Holders of the Company (ontinvea)

The following reflects the profit and the number of shares used in the

basic and diluted earnings per share calculations:

(&)
AT Rt ESRER R EER N A FE R
Bin#r B

Unaudited
RICEX

For the six months ended 30 June
BEARA=THILAKEAR

2012 2011
=F-=F —T—F
RMB'000 RMB'000
ARYEET T ARBTT
Profit attributable to ordinary equity holders of RARIEBRIEEA
the Company FE(E T 644,690 789,754
Number of shares  Number of shares
R B E Mgz
(in thousand) (in thousand)
(FHR) (Fa%)
Weighted average number of ordinary shares STESREARABFIFTAN
for the purpose of basic earnings per share LA I8
calculation 1,767,571 1,740,461
Weighted average number of ordinary shares, RER AN PTG AR T
assuming issued at no consideration on Wiz BT T
the deemed exercise of all share options DEFI9ER
during the period 58 1,734
Weighted average number of ordinary shares STESREEATIFTAN
for the purpose of diluted earnings per share LA DI E
calculation 1,767,629 1,742,195
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The directors do not recommend the payment of an interim dividend
for the six months ended 30 June 2012 (six months ended 30 June
2011: Nil). During the six months ended 30 June 2012, the Company
declared and paid final dividends of RMB0.198 (six months ended
30 June 2011: 0.16) per share as proposed for the year ended 31
December 2011 to the shareholders of the Company.

Movements in the Group's property, plant and equipment are as
follows:

Notes to Condensed Consolidated Financial Statements E§BR4R & BF i SR < Mt 5%

EREVARBRRBEBE_T——FA=1AHIL
NEARMFRBERE(EBEE—E—FA=1THL
NEAR &) HET——FAA=THINE
A ARrg@EpEE—T—F+-A=1+—
HIEFERARARRE IR &K HRR S SR
ARB0198T(BE_TE——FA=THIR
@A : AR¥0.167T) ©

T RAEENYE - BB RRENESIEN

Unaudited Unaudited

RSB RECEZ

2012 2011

—B—C—F —T—F

RMB'000 RMB'000

ARMET T ARETT

Carrying amount at 1 January —HA—B®EREE 6,806,539 5,380,385
Additions 0 224,106 296,048
Transfers from construction in progress (Note 12) % 552 T2 (Fff5E12) 589,872 421,437
Disposals BRE (34,315) (6,526)
Acquisition of a subsidiary (Note 31) WEE—=RF Al (ffaE31) 14,270 43,680
Depreciation charge for the period (Note 6) ARERTEE A (MH:F6) (475,713) (396,254)
Carrying amount at 30 June RNA=+HHBREE 7,124,759 5,738,770

Certain property, plant and equipment of the Group with a net
book value of approximately RMB294,888,000 (31 December
2011: RMB345,261,000) and RMB8,152,000 (31 December 2011:
RMB31,958,000) have been pledged to secure the long term payables
and short-term bank loans of the Group respectively, details of which
are set out in note 27 and note 25 to the interim financial statements.

REEE TEREFEL A K%294,888,0007T (=
Z——F+=-A=+—H : AR¥345,261,000
L) M ARS8 152,00 (= F——F+=A
=+—8 : AR¥31,958,00070) W% - BE &

BB AVEARNE BB R EE T 5008 R 52 AR
TEFRAIEIRSR - BRSPS mR M
5127 M BtEE25 o
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Notes to Condensed Consolidated Financial Statements B B4R & B & SRR ft 5%

12. Construction in Progress 12. IR
Movements in the Group's construction in progress, all of which is AT B ANER B 2 3R A B R B ) FE 22 T A2 Y &5
located in Mainland China, are as follows: BIER

Unaudited Unaudited

RICERZ RECEZ

2012 2011

—B——fF —T——%

RMB'000 RMB'000

ARMEET T ARETT

Carrying amount at 1 January R—A—HKEEE 887,103 535,104

Additions 0 636,330 712,492

Acquisition of a subsidiary (Note 31) WEE—RF AR (7E31) 45 10,994

Transfers to property, plant and equipment BRI - WE MR

(Note 11) (PR=E11) (589,872) (421,437)
Transfers to land use rights B P R = (15,003)

Transfers to other intangible assets EREHMEF EE (3,498) =

Carrying amount at 30 June RN A=+ BMRAEE 930,108 822,150

13. Goodwill 13. &
Unaudited
RSB

For the six months ended 30 June

BEARA=THILEAEAR

2012 2011

=F-=F —F——F

RMB'000 RMB'000

ARBT T AREFTT

Carrying amount at 1 January W— A —HREREE 482,436 451,613
Acquisition of a subsidiary (Note 31) W —RF A a (f5E31) = 30,823

Carrying amount at 30 June RN A=+ BMRAEE 482,436 482,436
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14. Available-For-Sale Investments 14. AIMftHERE
Unaudited Audited
RICERZ 2
30 June 2012 31 December 2011
—E——fF —E——F
ANA=tH +ZH=1—H
RMB’'000 RMB'000
AR%T T AREF T
Non-current Assets: ERBEE -
Listed equity investments, EmiRARE
at fair value: Hong Kong BARE BB 76,585 69,008
Unlisted equity investments, at fair value FEETRAIRE - R ARE 122,535 103,319
Unlisted equity investments, at cost IE LTI E - ILAANE 122,480 122,879
245,015 226,198
321,600 295,206
Current Assets: TMENEEE :
Unlisted equity investments, at cost FEETMRAE - IBKAE
(Note) (Bf=E) 275,200 -
Note: MEE
As at 30 June 2012, the available-for-sale investments measured at costs RZT—ZFRA=1H ' RRBEAEER MK E
under current assets represented certain investment instruments with original ENFAHEERERETERANS KBRS ORI
maturity of less than one year acquired from domestic financial institutions. The HAOR—FHIRETHR - RETAREERARERE

investment instruments were unsecured with no guaranteed return amount. EiE -
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15. Inventories 15. &8
Unaudited Audited
KRB e
30 June 2012 31 December 2011
—E——fF —E——%F
NA=+RA T+ =-A=+—H
RMB'000 RMB’000
AR%T T ARETIT
Raw materials FERE 1,204,638 1,155,840
Finished goods ERK G 442,943 529,407
Total inventories at the lower of cost and TR AN EE R IR SR E R K E
net realisable value FHEMTFEEER 1,647,581 1,685,247
16. Bills Receivable 16. FEUNERE
An aged analysis of the bills receivable of the Group, based on the AEERERBIZER A BB T -
invoice date, is as follows:
Unaudited Audited
RSB A
30 June 2012 31 December 2011
—E-—F —E——F
ANA=tH +=ZA=+—8H
RMB'000 RMB’000
AREF T ARETFIT
Within 3 months 3fE A AR 488,576 224,987
4 to 6 months 4761E A 139,608 36,037
628,184 261,024
The amounts due from associates of approximately RMB225,998,000 FiiEsrh B ERIE S N HIELN ARE
(31 December 2011: RMB66,316,000) were included in the above 225,998,000t (= E——F+—_A=+—H: A

balance. R #66,316,0007T) °
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The Group normally allows a credit period of not more than 30 days to
its customers which is extendable 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 trade receivables are non-interest-bearing.

An aged analysis of the trade receivables of the Group, net of provision
for doubtful debts, based on the invoice date, is as follows:

Within 3 months 3fEALAA
4 to 6 months 4Z6fEH
7 to 12 months YEIVAIEDS!
Over 1 year 1EMRE

The amounts due from associates of approximately RMB339,932,000
(31 December 2011: RMB259,948,000) and an amount due from
a jointly-controlled entity of approximately RMB15,792,000 (31
December 2011: Nil) were included in the above balances. These
balances are unsecured, non-interest-bearing and are repayable on
credit terms similar to those offered to other major customers of the
Group.

Notes to Condensed Consolidated Financial Statements E§BR4R & B i SRR Mt 5%

AEE—RETEF THBIBORNEERS £
HEBATALR - ARETEBEAHRE

FEER ° BB XA MRS B M PR MR TS BLR
ET\H%E%'JE’U%)EEEE T EBEBAEEEDE
@ o AR BT HE -

AREB SR R AR E O RUAR IR R A HM
BRER DTN -

Unaudited Audited
RESEX A
30 June 2012 31 December 2011
—E-—fF —E——F
AA=+H +=-HA=+—H
RMB'000 RMB’000
AR¥T T AREETIT
803,503 465,053
36,417 86,195
5,298 15,347

- 8,139

845,218 574,734

BARBEERRBE AR RBHOARKE
3w&mwmﬂ_;ff¢+_ﬂ:+fE:A
R 259,948,0007T ) & FE M — R FL R 12 I & 82
FBHAERE15,792,000t (ZF——F+=8
=+—H: &) LB AEERREE - EE
EEHRATAEEEMEERFPNZEEEN
BE o
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The Group has entered into various long term raw milk supply
contracts with certain milking cow raising companies. In accordance
with these contracts, the Group prepaid for raw milk supplies for the
next six years.

As at 30 June 2012, an amount due from an associate of
approximately RMB 13,060,000 (31 December 2011: RMB32,215,000)
was included in the balances. As at 31 December 2011, an amount
due from a jointly-controlled entity of approximately RMB20,689,000
was included in the balances.

As at 30 June 2012, the Group's investment deposits were purchased
from domestic banks with good credit rating and were stated at
amortised cost. The investment deposits were acquired with original
maturity of three months or less than three months and were not
allowed to be withdrawn prior to the maturity date without the
bank’s consent. The investment deposits were unsecured and had an
expected annual interest rate of 4.71% (31 December 2011: 5.9%).

AEEBEETABBIF AR LS N RARE
BHOHERD - REZEFELH  ARFEMN TR
TANFRFREFYIRE

RZZT—=—F X A=1+A  &HERKEEA
RIFEL AR¥13,060,0007t(—Z——F+—A
=+—H: AR¥32,2150007T) - R=ZE——4F
TZA=T—H ' S EERERIEGEER
TEH) AR #520,689,0007T °

RZE—=—FXA=1H  ~EENKEFRY
BE B EETRRITNAHIRT - WIREHK A
FIER o FTEE IR EF RO REBIR A =18 A=k
DR=EA - BELERITRET - MR
HATRGE - REGHRAEER  BHFANXA
A% (ZF——F+=A=+—H :59%) °
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20. Cash and Bank Balances, Pledged Deposits 20. RERIRITET » RESFA
Unaudited Audited
RICERZ &2
30 June 2012 31 December 2011
—E——fF —E——F
ANA=tH +ZH=1—H
RMB’'000 RMB’'000
AR%T T ARBTT
Cash and cash equivalents 54 RIS EEY 3,565,511 4,359,872
Pledged deposits RESTR 64,455 175,289
Time deposits with original maturity of REEFH A=18A A LR
more than three months TEHRTFR 2,319,279 2,163,203
5,949,245 6,698,364
Less: Deposits pledged for banking facilities B ERIRITRIEEITR
(Note 22 and Note 25) RE SR (22
K Mi5E25) (64,455) (175,289)

Cash and bank balances RN NRIRTTETF 5,884,790 6,523,075
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21. Trade Payables 21. FE(SERFR
An aged analysis of the trade payables of the Group, based on the AEEEMRFIREE R A HRBREE DT T

invoice date, is as follows:

Unaudited Audited

REER BEZ

30 June 31 December

2012 2011

—E——fF —T——F

ANA=+H +=-—HA=+—H

RMB’000 RMB'000

AR®T T AREFTT

Within 3 months 3E A AR 3,134,950 2,350,904

4 to 6 months 4268 H 73,191 177,669

7 to 12 months 7E12{E A 23,114 12,114

Over 1 year 1FLA E 1,911 2,718

3,233,166 2,543,405
The amounts due to an associate of approximately RMB54,000 (31 il e B R FE T B A D B FRIB 49 A R #554,000
December 2011: RMB1,000) were included in the above balances. As T(ZZ——F+=-A=+—8 : AR¥1,000
at 31 December 2011, an amount due to a jointly-controlled entity of TL) e RZE——F+ZA=+—08 ' Lill&se
approximately RMB10,000 was included in the above balances. The TR HRIE 6 B S RIE A AR 10,0007T © 7%

balances are unsecured, non-interest-bearing and are repayable on SERREER  REREREREE -

demand.

The Group's trade payables are unsecured and non-interest-bearing. REEHNRMNRRSEERLRRE -
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22. Bills Payable 22. BNERE
An aged analysis of the bills payable of the Group, based on the REEENRBRZEZEZ B RER ST T
invoice date, is as follows:

Unaudited Audited

RICERZ EZ

30 June 31 December

2012 2011

—=2-—F —F——%F

AA=+H +ZH=1T—H

RMB’000 RMB'000

AR%T T AREF T

Within 3 months 3fEAAR 1,016,427 617,363

4 to 6 months 4Z6fEH 427,879 523,778

1,444,306 1,141,141
Except for an aggregate balance of approximately RMB119,675,000 (31 GRAFTHIA R 119,675,000 ( ZFE——F+=
December 2011: RMB121,629,000) secured by the pledge of certain B=+—8 : AR¥121,629,0007T) K EZiE
of the Group's deposits amounting to approximately RMB62,455,000 HERRTIAR SR B R84 A R #562,455,0007T (=&
(31 December 2011: RMB37,504,000), bills payable are unsecured. —F+ZHA=+—H : AKR¥37,504,0007T)#)
The above balances are non-interest-bearing. BTERIEEMIN - HRWENRIR A EER o

EatEERRRE o
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23. Accruals and Customers’ Deposits 23. RIREAREFAE

Unaudited Audited

RICERZ ez

30 June 2012 31 December 2011

—2-—F —F—fF

AA=+H +ZH=1—H

RMB’'000 RMB'000

ARYTF T AREFTT

Advances from customers EEIENRK 291,941 919,197

Salary and welfare payables e e RABHIE 202,911 261,523

494,852 1,180,720
The amounts due to associates of approximately RMB13,060,000 P ERBPREENBERARNIBOARE
(31 December 2011: RMB112,217,000) were included in the above 13,060,000L(—FE——F+-A=+—H: AR
balances. The balances are unsecured, non-interest-bearing and are #£112,217,0007T) - L&A AEER - 28K

repayable on demand. AEENREER -
24. Other Payables 24. HAERTIR

The amounts due to associates of approximately RMB12,323,000 RERARPRENBELRARIBEHOARE
(31 December 2011: RMB3,675,000) and an amount due to a 12,323,000L(—FE——F+-A=+—H: AR
jointly-controlled entity of approximately RMB32,000 (31 December #3,675,0007T, ) R JET H R EEHRIEBHAR
2011: RMB32,000) were included in the balances. The balances are #32,000t(ZE—F+=-A=+—H : AR¥
unsecured, non-interest-bearing and are repayable on demand. 32,0007T) © ZEEGAEER - RERAREK

g -
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25.

26.

Interest-Bearing Bank Loans 25. sHESRITER

Unaudited Audited
RICERZ 2
30 June 31 December
2012 2011
—E——F ZE 5
AA=+R +ZHA=+—H
RMB'000 RMB’'000
ARYET T ARETT
Short term bank loans, secured FRHRITER (B EE) 10,000 173,575
Short term bank loans, unsecured KRR TR (B IR) 672,095 213,969

Current portion of long term bank loans, RERITER(EER) 8
unsecured BNEREE 50,000 150,000
732,095 537,544

Notes: B

(@ As at 30 June 2012, short term bank loans of approximately @ RZZE—Z—FXA=1H BHRTEFHAR
RMB10,000,000 (31 December 2011: RMB173,575,000) were secured #10,000,0007C(ZE——F+=A=+—H: A
by certain land use rights, property, plant and equipment (Note 11) and R#173,575,0007T) YR A E A T T Hh{F e -
pledged deposits (Note 20) of the Group. ME « BEREEMEN) RRESTFR(MHFE

20)1EHEHR

(b)  Asat 30 June 2012, except for a short term bank loan of US$21,500,000 b RZTE—ZFAA=1H BRTEHRITER
equivalent to approximately RMB135,985,000 (31 December 2011: 21,500,0003 7T (FHE R4 A R ¥ 135,985,0007T )
US$21,500,000) denominated in United States dollars and a short (ZZ—F+=A=+—H : 21,500,0003 7T ) LA
term bank loan of HK$500,000,000 equivalent to approximately X0 A B K G HAR1T B 50500,000,0007% 7T (A8
RMB407,610,000 (31 December 2011: Nil) denominated in Hong Kong ERH AR®407,610,000) (—E——F+ A
dollars, all the Group's interest-bearing bank loans were denominated in =+—0 : BB TRBAI  AEBEFIERTE
RMB. RITERTIAARB BB -

(©  During the six months ended 30 June 2012, the annual interest rates (0 ®BEZZE—_FA=THIERER @ EHRIT
of the short term bank loans and the long term bank loans varied from ERMEBARITERNENESIBINT1.75% =
1.75% 10 9.47% and 4.86% to 5.76% (six months ended 30 June 9.47% K 4.86% E576% (HE =T ——F XA
2011: varied from 2.3% t0 9.36% and 4.86% to 5.76%), respectively. =+ HIEREA : NF23%E9.36% K%4.86% %

5.76%) 2 i ©

Other Loans 26. HIEF

Other loans were all granted by local government authorities in the
PRC for the purpose of supporting the Group’s establishment of
production plants in various locations in the PRC. The balances are
unsecured, interest-free, and with no repayment terms.

Hi B2 E AP BT BT E B A A EE
FEHEZE T REEEMEMRL o EullkEek
AEER - RS RERENRER -

S
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27. Long Term Payables 27. REAFENTIR
The Group's long term payables represent the amortised costs of AEENRPENFIAREEARBELERES B
outstanding instalments payable for the purchase of production XATRIA R B SHPC AN o BEIEFTE RV ERR IR
equipment. The effective interest rate used for the amortisation is the TS EANAER - GRABRETIINT -

prevailing market interest rate. The balances are repayable as follows:

Unaudited Audited

RESERZ KBz

30 June 31 December

2012 2011

=F—=F e

ANA=t+H +=ZA=1+—H

RMB’000 RMB’'000

AR¥ET R ARETT

Within 1 year 1FA 51,863 61,822
1 to 2 years 18226 48,600 47,648
2 to 5 years 2E5F 106,393 126,111
Over 5 years SELF 1,580 14,980
Total long term payables REAFENFIEARRE 208,436 250,561

Less: Amount due within 1 year included in B FEARBI B &P EALER
current liabilities under other payables FIEM—FNEIHRFIR (51,863) (61,822)
156,573 188,739
Certain long term payables are secured by the Group'’s property, plant ETRABENFIBAREENYE « KRE REE

and equipment (Note 11). VEHIR(BIEE11) ©
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28. Other Financial Liabilities

28. Hitte@EE

Unaudited Audited

RICERZ 2

30 June 31 December

2012 2011

—E——F ZE 5

AA=+tR +Z-A=1+—H

Notes RMB'000 RMB'000

BT ARBT T ARBFT

Contingent consideration SRR E (a) 99,072 96,659

Present value of redemption amount for B =—F =t (b)
potential acquisition of puttable BT EEHRE D]
non-controlling interests SFEMIRE 413,622 383,872
512,694 480,531
Note: Bt
(@  The fair value of the contingent consideration of RMB 100,000,000 @ AEER-_Z-ZFREAREALEIE
arising from the Group’s acquisition of Shijiazhuang Junlebao Dairy Co., BRAR(IELE )FEEANIAREARK
Ltd. ("Junlebao”) in 2010 was re-measured to RMB93,644,000 as at 30 100,000,0007TTH AR EER =T ——F A=+
June 2012 (31 December 2011: RMB91,401,000). AEFTEHARKI3,64400T (=T ——F
+ZA=+—H : AKR%91,4401,0007T) °
The fair value of the contingent consideration of RMB6,025,000 arising AEBR T ——FWEARTE LT LT
from the Group s acquisition of Shijiazhuang Junlebao Leshi Dairy Co., Ltd. FERRAR([R ) FEENRAREBARKE
(“Leshi”) in 2011 was re-measured to RMB5,428,000 as at 30 June 2012 (31 6,025,000t AABER=TE——F/"A=1H
December 2011: RMB5,258,000). B ERARES428000L(ZE——F+=A
=+—H : AR¥5,258,0007T) ©

(b)  According to the equity purchase agreement entered into among the Group, () WEAEE- BLERBLENIFTRRRE L

Junlebao and the non-controlling shareholders of Junlebao, the Group
granted a put option to the non-controlling shareholders under which the
non-controlling shareholders have the right to sell, and the Group has an
obligation to buy the 49% equity interest in Junlebao after 2016. At 30
June 2012, the Group derecognised the carrying amount of non-controlling
interests of RMB257,514,000 and recognised a financial liability at the present
value of the amount payable upon exercise of the option of RMB413,622,000
and accounted for the difference into equity.

HIRRZNE B 15 - A E M SRR ARAR R4 H 3R0A
B RS NFRIFERBREEED
& RASERETREEELEO%RE - R
T——FXNA=1H ' NEERIEERIFERR
REFAEmEA R 257,514,000 RIZITHER
IR FE ST FRIB AOIR (B A R 413,622,000 T #ERR
AEBARE  WEERET AL -
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29. Share Capital 29. B
Unaudited Audited
RESEX K=z
30 June 2012 31 December 2011
—E——fF —E——%F
ANA=tH +ZH=1T—H
RMB’'000 RMB’'000
AR¥T T ARBTT
Authorised: JATE
3,000,000,000 ordinary shares of 3,000,000,000R% &A%
HK$0.1 each E{E0. 178 L) & B 319,235 319,235
Number of
ordinary shares
SRt ds
Note ‘000 RMB’'000
{hEza Fhx ARETT
Issued and fully paid: BEEITRAT 1,767,440 181,087
At 1 January 2012 (Audited) N-ZE——F—H—H
(1 2&1%)
Shares issued under equity-settled RIEARMND ZITROFERRE  (a)
share option arrangements TR TS 282 23
At 30 June 2012 (Unaudited) N-ZT——F,"A=+H
(REEEZ) 1,767,722 181,110
At 1 January 2011 (Audited) RZZE——F—H—H
(&&= %) 1,737,988 178,679
Shares issued under equity-settled share IRIBR AR D SZ A9 (@)
option arrangements MBI R TR D 9,292 773
At 30 June 2011 (Unaudited) N-_ZT—F,"A=+H
(REEEZ) 1,747,280 179,452
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Note: B
(@  The 282,487 (2011:9,292,377) share options exercised during the period (@ HIRE$£282,4871 (=T ——4F : 9,292,37713)
resulted in the issue of 282,487 (2011: 9,292,377) ordinary shares of the BERRERIT - EREBITART282,487 K (=
Company and new share capital of RMB23,000 (2011: RMB773,000) T——14F 1 9,292,3770%) LBk KA AR
and share premium of RMB4,234,000 (2011: RMB161,585,000). The 23,000c(=F——4F : AR¥773,00070) &M
weighted average share price at the date of exercise for these options inEAREA234000(ZF——F : AR
was HK$23.53 (2011: HK$24.88) per share. 161,585,0007T) © %S FEMRAERNTTIE B 2 INHETH
BB R EAR23.53/87T(—F ——4F : 24.88%7T) °
Movements in other reserves of the Group during the period are as REFEREANE MR EZSNT
follows:
Available-
for-sale
Currency  investment Share
Share  Contributed Statutory  translation  revaluation option Other
premium surplus reserves  differences reserve reserve reserve Total
AitHE
RE

RivaE  RABH  AERE KWEEZR  E(GH  BREGE  RBRER &3t
RVBO0O  RMBOOO  RMBOOO  RMBOO0  RMBO0O0  RMBOOD  RMBO0O  RWB000
ARBTR ARBTR ARBTR ARNTR ARMTR ARMTR ARMTR  ARETR

For the six months ended 30 June 2012 HZ=ZF-—%5xA=1H
(unaudited) bR (REER)

At 1 January 2012 W=E-—%-F—H 6,327,591 232,020 1475715 (489,169) 9,404 802,529 (142456) 8,215,634
Other comprehensive income for the year:  ZREREC/ 2GS :

Exchange difference on translation of BEGERNELES
foreign operations - - - 23982 - - - 23982

Change in fair value of avallable-for-sale AT HEREALEES)
investments, net of tax MeHE - - - - 20,638 - - 20,638

Total comprehensive income for the year N2 EUGE2E - - - 23982 20,638 - - 44,620

Shares issued under equity-setted share — RIEIARR S TAVERRRIER
option arrangements (Note 29(3) R (3E29(a) 4234 - - - = = = 4234

Eauity-settled share option arangements — bARR() St (HROBERRIEZ bk - - - - - 108,022 - 108,022

Derecognition of puttable non-controling 4 |FERRTSHE R
interests FRigs = - - - - - (3.177) 3.177)

Transfer of share option reserve upon fFEREREEE
exercise of share options BiRERE 1,505 - - - = (1,505) = -

At30June 2012 RZE-—FxA=1H 6,333,330 22020 1475715 (465,187) 30,042 909,046 (145633) 8,369,333
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30. Other Reserves (ontinued 30. EftufsdE @)
Available-
forsale
Currency investment Share
Share  Contributed Statutory tranlation ~ revaluation option Other
premium surplus reserves  differences resenve reserve reserve Total
AiEHE
RE

RiomB  ERER SRR EWASER  BURR  BRESR  EtER st
RVMBOOD  RMBOOD  RVBOOD  RMBOOD  RMBOOD  RMBOOO  RMBOOO  RMBIOOO
ARBTL  ARBTL ARETL ARMTE ARMTZ ARMTT ARETL ARETR

For the six months ended 30 June 2011 HZ=F——%xA=1H
(unaudited) AR (REEHR)

At 1 January 2011 W=E—E—F-H 5,626,570 232,020 1,189,795 (292,866) 97476 811,801 (135627) 7529169
Other comprehensive income for the year:  RERE (2 EG :

Exchange difference on translation of BESNERRNELZS

foreign operations - - - (97.909) - - - (97.909)
Change in fair value of avallable-forsale  ATEEHERENLEES)

investments, net of tax Bl - - - - (23,089) - - (23,089
Total comprehensive income for the year B2 EH 2% - - - (97.909) (23,089) - - (120,99)

Shares ssued under equitysettled share  RIEDARRA) OB B L

option arrangements (Note 29(3) BRI (F129(0) 161,585 = - - - - = 161,585
Equity-settled share option amangements AR S RHEBIRER H - - - - - 83077 - 83077

Derecognition of puttable non-controlling 48 |- EEART A EFEEIR
interests T - - - - - - (2809) 2,809

Transfer of share option resenve upon 1T EERRIER BRI
exercise of share options FERERE 56,289 - - - - (56289) - B

At30June 2011 “Z——57A=tH 5,844,444 232,020 1,189,795 (390,775) 74381 838,589 (138436) 7,650,024
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@)

Acquisition of a subsidiary in 2012:

On 11 April 2012, the Group acquired a 100% interest
in Shijiazhuang Taihang Dairy Co., Ltd. (“Taihang”) from
independent third parties. Taihang is mainly engaged in the
production of dairy products. The acquisition was made as
part of the Group's strategy to expand its market share of
dairy products in the PRC. The purchase consideration for the

R ——FRE—KRFAAF

REZZT——FMA+—B  AEEABIE
= BB EREATAESRAR(AITD
M100%M%HE - AITEBREEEIIRS -
ZU R AR EEAE NP RIS TS
BHREH—E5 - ZUERNEERENUR
& AR #513,000,000 T U B #AS A -

acquisition was in the form of cash of RMB13,000,000 paid at

the acquisition date.

The fair values of the identifiable assets and liabilities of Taihang as

at the date of acquisition were as follows:

Assets

Property, plant and equipment
Construction in progress

Land use rights

Other intangible assets

Trade receivables
Prepayments and deposits
Other receivables

Inventories

Liabilities

Trade payables

Accruals and customers’ deposits
Other payables

Other loans

Income tax payables

Total identifiable net assets at fair value
Goodwiill arising on acquisition (Note 13)

Purchase consideration

REBERITR AR EERBEN AR E

LU

Fair value
recognised on
acquisition
AU BB B
BRNARE
RMB'000
AR¥T T

BE
mE - B KRR 14,270
fEETiR 45
T3 A 5,448
Hh & 30
JEWBR TR 391
TBNREEE 1,220
E MR E 70
w8 33
21,507

aE
JERTBRRK (3,526)
BIREAKEPE® (480)
HibErsoa (750)
HiER (3.416)
JERTPRS AR (335)
(8,507)
RAAESIRZ TERBFEERRE 13,000
WehE E A P B (B =E13) =
BEAE 13,000
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Acquisition of a subsidiary in 2012: (continued)

The fair value of the trade receivables and other receivables
as at the date of acquisition amounted to RMB391,000 and
RMB70,000, respectively. The gross amount of trade receivables
and other receivables were RMB391,000 and RMB70,000,
respectively.

The Group incurred transaction costs of RMB45,000 for this
acquisition. These transaction costs have been expensed and
are included in administrative expenses in the condensed
consolidated income statement.

An analysis of the cash flows in respect of the acquisition of
Taihang is as follows:

R-Z——FWBE—RFLRA : (&)

FAUEE B A i U BR 50 B L Ath FE KGR IB A o
B 5l A AR E391,0007T & A R#70,000
7T o JEWARFR R B A FEUGRIB Y & #4858 5
Al A AR#391,0007T KA REE70,0007T

AR B A X B EE A X2 S PR A R 545,000
TL ° RERSRARERERE MBR S HILE
ANTBER -

BRAMBATHREREAT

RMB’'000

AR®T T

Cash consideration HeREB 13,000

Cash and bank balances acquired FrUkiEIR & MERIT4ETT =
Net outflow of cash and cash equivalents included in  E3EFEIREEBIELHIR &R E AR

cash flows from investing activities Re RReFEWERL 13,000
Transaction costs of the acquisition included in cash BRERERFELENRTREANN

flows from operating activities WS S 45

13,045

Since its acquisition, Taihang contributed nil to the Group's
turnover and net losses of RMB499,000 to the consolidated
profit for the six-month period ended 30 June 2012.

Had the combination taken place at the beginning of the
period, the revenue and the profit of the Group for the period
would have been RMB18,360,566,000 and RMB747,086,000,
respectively.

BHKER  AfTAAEEEE_ZT——F
NAZTBIEANEA SRS EBE RS T
B0 BB BIZ T & B 1R 5 A R #5499,000
ﬁ: o

BRRRAFREEE - AEERBARAKRA
MAFEREE 5 B A AR 18,360,566,000
TR AR#747,086,0007T ©
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(b)

Acquisition of a subsidiary in 2011:

On 17 March 2011, the Group acquired an additional 41.66%
equity interest in Leshi, in which the Group originally had an
equity interest of 22.41%, from independent third parties. Leshi
is mainly engaged in the production of dairy products. The
acquisition was made as part of the Group’s strategy to expand
its market share of yogurt products in the PRC. The acquisition
was made in the form of cash, with RMB50,907,000 paid at
the acquisition date and the remaining RMB6,025,000 as a
contingent consideration, which is to be paid in 2014 if certain
operating results criteria can be achieved by Leshi over the three
years subsequent to the acquisition date.

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

(b) R—ZT——FWE—KFAF :

R=ZT——F=A+t+t8 AEEABIE
=7 UR BB LR HRINAN .66% e - T ZREE @]
JRAEHER 241 %00 - LS ENREFEE
LRI o R AR BIEAE N BT
EmTISHREAREER —E5 o ZUWIELIR
WAL - B ARME50,907,0007T AU
BEX - HERARYEE,0250007T A3 AR
B @ (MELREENEE RN =FERET
BRI T —NFRfT -

ARG R R R IR AR AR SR 0 (i O R ) T
AFE ER L PR BN 2R O SRE AR AR R

e

HERS o
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Acquisition of a subsidiary in 2011: (continued)

The fair values of the identifiable assets and liabilities of Leshi as

at the date of acquisition were as follows:

Assets

Property, plant and equipment
Construction in progress
Land use rights

Other intangible assets
Available-for-sale investments
Cash and bank balances
Trade receivables
Prepayments and deposits
Other receivables

Inventories

Liabilities

Trade payables

Accruals and customers’ deposits
Other payables

Interest-bearing bank loans

Total identifiable net assets at fair value

Non-controlling interests’ proportionate share of
identifiable net assets

Acquisition-date fair value of the Group's initial
22.41% equity interest in Leshi

Goodwill arising on acquisition (Note 13)

Purchase consideration

The fair value of the trade receivables and other receivables
as at the date of acquisition amounted to RMB430,000 and
RMB97,000, respectively. The gross amount of trade receivables
and other receivables were RMB430,000 and RMB97,000,

respectively.

(b) R—T—FWE—RKFAT: (&)

o -

BE

M - BRE KR
TR
b FAAE
HthEpEE
AHEERE
R RIRTTRTE
FEURBRTR
B R RE
H bR IE
A

afE

FEATARAR
EREANMEPR®
H A (IR

AHERITER

BRAARBIIRZAERAIFEELTE

FEIE RIS R MRS IR HL D R B B

AR B URHE B A R %R 22.41%
BN ARE

WS E AR (MEE13)

BEARE

R B LRI EEN R BN ARE

Fair value
recognised on
acquisition
NG
RN AAE
RMB’000
ARET T

43,680
10,994
6,179
2,938
1,000
54,175
430
2,714
97
7,307

129,514
(21,779)
(1,409)
)
)

(26,611
(19,500

(69,299)

60,215
(21,635)

(13,494)
30,823

55,909

TR B B A JE Uk BR 30 N B A FE MR IB A 7
B Bl A AR 430,0007T & A R #97,000
T ° FEUR R R E M EUGRIER & KB D
78 AR #430,0007T 2 AR #97,0007T ©
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(b)

Acquisition of a subsidiary in 2011 (continued)

The Group incurred transaction costs of RMB12,000 for this
acquisition. These transaction costs have been expensed and
are included in administrative expenses in the condensed
consolidated income statement.

The goodwill of RMB30,823,000 represents the value of
expected synergies from the acquisition. None of the goodwill
recognised is expected to be deductible for income tax purpose.

The fair value of the contingent consideration of RMB6,025,000
was recognised at RMB5,002,000 as at the acquisition date and
then remeasured to RMB5,087,000 as at 30 June 2011. This was
classified as other financial liabilities.

An analysis of the cash flows in respect of the acquisition of Leshi
is as follows:

Cash consideration
Cash and bank balances acquired

Net inflow of cash and cash equivalents included in
cash flows from investing activities

Transaction costs of the acquisition included in
cash flows from operating activities

Since its acquisition, Leshi contributed RMB91,331,000 to the
Group's turnover and RMB5,346,000 to the consolidated profit
for the six-month period ended 30 June 2011.

Had the combination taken place at the beginning of that period
ended 30 June 2011, the revenue and the profit of the Group
for that period would have been RMB18,621,087,000 and
RMB892,870,000, respectively.

Ref(E
PTUEEIR & MIRTTHETF

(b)

R-T——FYBE—RTRA : (8B)

AEBFZBBEERHKAARE12,000
TC ° ZER BN R A FIER TS
WEtATTHRER -

AR #30,823,0007T 2 245 TB AN sZ B
EXNHRRENEE - BHEEAEENR
FrS®i B m= & a0, o

AR IE AR E6,025000TH A A ED R
U B8 A 1R A AR #5,002,00000 & E 1 7%
ZE——FRA=THEFEAARKE
5,087,0007T ° WD MRS EE -

BRANIBERE R SRENTT

RMB’000

ARETT

50,907
(54,175)

BRERERHELNRSRENN
Re LREFBWFRA

BRERERTELNRSMEAN
WFEZZ Z A

(3,268)

12

(3,256)

BHWER LK AAEEHEE-T——
FRA=ZTHIEAEANEEBEREE T
5 B E BLA R #591,331,0007T KA R #
5,346,0007T

BRAHREBE_ZE——FA=1HIE
ML AEERPRNKRARTES
2 Al A A R #18,621,087,000 7T &2 A R #
892,870,0007T °
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32. Contingent Liabilities 32. REE
Aside from the disclosure in note 28 and 34, the Group did not have FRE M EE28 R34H R ERSN - REEE RIS HIR
any significant contingent liabilities at the end of reporting period. EAMERIARE -

33. Capital Commitments 33. BEAESE
The Group had the following outstanding capital commitments in REER  AXEEREEREEYE  BER
respect of the purchase and construction of property, plant and BRI EARASENT -

equipment as at the balance sheet date:

Unaudited Audited
RISEX EZ
30 June 31 December
2012 2011
=F-=F e
AA=tH +ZA=1+—H
RMB’000 RMB’000
AR¥ET R ARETT

Contracted, but not provided for ERENEE RG] 876,044 694,483
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34. Related Party Transactions 34. BEEALTRF
(a) In addition to the transactions and balances which are disclosed (a) BRAARITERRE 1 ESEWBENR S MR
elsewhere in these financial statements, the Group had the Hh - REBEEBENT - KREFIEER
following significant transactions with its associates, a jointly- E bR A DT NIIEARR S ©

controlled entity and other related parties.

Unaudited
RS

For the six months ended 30 June

BEANA=THIEAEA

2012 2011
—E——fF —E——F
Notes RMB'000 RMB'000
B AR®TT ARETTT
() Sale of liquid milk products to mEE A THE
associates TR BB (i) 2,104,840 2,292,739
()  Sale of ice cream products to MR A EHE
associates IEDIEE ) 157,545 221,160
() Sale of other dairy products to M A T HE A
associates &R (i) 9,087 7,687
(V)  Sale of raw materials to M EESEEHE
a jointly-controlled entity [EiA At (i) 36,429 28,433
(V) Purchase of raw materials from AARRB—EBE
affiliates of a major shareholder of BB A FIHEE
the Company Rt 0} 277,740 113,074
(V) Purchase of liquid milk products FEtE N RREE
from an associate TR E @) = 42,445
(V) Purchase of ice cream products RSN EEE
from an associates TKECHE & (i) 63,313 33,082
(VIll)  Purchase of raw materials from BE GGt
a jointly-controlled entity R (ii) 29 79,306
Notes: PsE
(i) The considerations were determined with reference to the then () (ERRLE2EZRTSERRIIE=FH
prevailing market prices and the prices charged to third parties. BIREEE o
(i) Such transactions were conducted at cost, which approximated to iy WERSGERANME(WBEMEZTE)E

the prevailing market price of the raw materials. Mo
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34. Related Party Transactions ontinuea 34. BEBEA LR Z @
(b) Other transactions with related parties (b) EEEEEEATETHEHMZS
The Group has guarantees of the below amounts in connection REEFET BRI TERIEROFIBAAT

with interest-bearing bank loans:

Unaudited
RICEX

For the six months ended 30 June
BZEA~A=1THIA~EAR

2012 2011
—E-—F —E——F
RMB'000 RMB'000
AR¥T T AREFTT
Guarantees provided for R—EHRESIEE
a jointly-controlled entity TR ATER 2,720 35,000
Guarantees provided by a partner of R — R R R
a jointly-controlled entity REAER = 67,104
(c) Compensation of key management personnel of the (0 FEEHNFEEE AR
Group
Unaudited
RISEZ
For the six months ended 30 June
BZEAA=1THLEAEAR

2012 2011

—B——fF —T——%

RMB'000 RMB'000

AR®T AREFTT

Directors’ Fees Yok 420 455
Salaries and allowances e K2R 5,085 4,514

Retirement benefit contributions IRRE IR 222 198
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34. Related Party Transactions (ontinueq)
() Compensation of key management personnel of the

Grou P (continued)
Notes:

@)

(i

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

During 2006 to 2012, certain directors and senior executives were
granted share options in respect of their service to the Group under
the share option schemes of the Company. In accordance with
IFRS 2, share option benefits represent the fair value at the grant
date of the share options issued under the share option schemes
of the Company amortised to the condensed consolidated income
statement during the period disregarding whether the options have
been vested/exercised or not. During the period, the share option
benefits relating to the share options granted to these directors
and senior executives were approximately RMB31,547,000 (six
months ended 30 June 2011: RMB19,014,000).

35. Approval of the Interim Financial Statements
The unaudited condensed consolidated interim financial statements

were approved and authorised for issue by the board of directors on
28 August 2012.

34. EBA LR G @)
REENETESE A SRR (&)

(9]

Ffs

@0)

(i

TEEEABNBRMEENSANTARE
EENRREEENMSE

REZZBTEFE-T——FHH BETES
REBITEA B F RS BIR AR TS mER
AN RIRERRAE ST EITE T HOREARAE o ARIREIRR
BARS SRS SRS 25% - IEIERFIFEIRAR
AIREAHEST BT R TR BB AR RA R H B A
ARfE - BHRERERAGRAFIERAT LS
o MR SERIERTCRE, 175 -
BN - AR TZEEERERITRAERE
ARAE 0 BE AR TR T 40 3 AR M6 31,547,0007T
(Bz2=—Z—%A=1THIEEA : A
FR#£19,014,0007T) °

35. RRARIFE R AL
AREBRERE S P HIBREN B ——F
NAZTN\BEEERH AT -
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