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FINANCIAL HIGHLIGHTS
LU

Ix& REVENUE Ef(l::ll.;.ﬁi’l
11,012,220 455775 9,888,914 Aiiiis 11 a0

For the six months ended June 30, 2018  For the six months ended June 30, 2017
BE-Z—-\EXA=1+HILXEA HE—_ZT—tFA=THILEAR

E£¥%] GROSS PROFIT

4,337,393 cvcreccns 3,810,002 aimiowans  13.7%

For the six months ended June 30, 2018 For the six months ended June 30, 2017
BE-ZE—- N\EXA=1+HILAEA HE_ZT—tFA=THILREA

£/ GROSS PROFIT MARGIN 0.8
BE SR

39.4% 38.6% percentage point

For the six months ended June 30, 2018  For the six months ended June 30, 2017
BE-Z—N\FEXA=1+HIEAEA HE—_T—tFA=THI~EAR

HIBRFIE - MR - MERMHAEFT EBITDA
2,824,982 RAI\;?B,HTt;T:Jsand 2,520,522 él\iﬁ?rfo?sand 12.1%

For the six months ended June 30, 2018  For the six months ended June 30, 2017
BE-ZE-—N\FEXA=1+HILEAEA HE_Z—tF~A=THINEA

#i¥) NET PROFIT

1 ,969,87 Rkl\%f;:zsand 1 ,754,79 él\imﬁ:oﬁsand 12.3%

For the six months ended June 30, 2018  For the six months ended June 30, 2017

BE-ZE—N\EXA=1+HILAEA HE_ZT—tFAA=THILEAR

#F)ZFE NET PROFIT MARGIN pe ﬁ0.2
0 0] E %E

17.9% 17.7% percentage point

For the six months ended June 30, 2018  For the six months ended June 30, 2017

BE-ZE—-N\EXA=1+HILAEA HE—_ZT—tFA=THIL~EA

SEE %) EARNINGS PER SHARE

O AR®E AR#T
\o 0.14 & 0.13 #w 12.3%

For the six months ended June 30, 2018  For the six months ended June 30, 2017
Bz N\EXA=1+HILXHEA BHE-_ZT—tF - A=THI~ER
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MANAGEMENT DISCUSSION AND ANALYSIS

INDUSTRY ENVIRONMENT

According to the National Bureau of Statistics of China, China’s GDP in the
first half of 2018 was RMB42 ftrillion, representing an increase of 6.8% as
compared with the corresponding period last year. In particular, the second
quarter saw a growth of 6.7% as compared with the corresponding period
last year, dropped by 0.1 percentage points when compared to the first
quarter. Domestic consumption power continued to grow steadily. In the first
half of 2018, the total retail sales of consumer goods exceeded RMB18
trillion, representing an increase of 9.4% as compared with the corresponding
period last year, with a growth rate of the second quarter 0.4 percentage
points lower than that of the first quarter. In the first half of the year, the actual
increase in national per capita consumption expenditure was 6.7%. On one
hand, the Chinese economy is highly resilient and has strong growth potential,
together with the improving national living standard has laid a solid foundation
for the development of the consumer goods market; on the other hand,
changes in the global market condition, slowdown in domestic economic
growth, and the rapid shifting of consumer demand have intensified the
market competition and resulted in frequent industry fluctuations. On the
whole, with the coexistence of opportunities and challenges, the industry
condition was more favorable to the long-term development of leading
enterprises.

The Group believes that the food and beverage market in China remained the
biggest and most attractive one in the world which still has significant market
potentials in terms of per capita consumption of food and beverage. New
market opportunities have arrived with the deepening of health concept and
the increase in level of per capita disposable income. For enterprises with
keen sense of perception and strong innovation and execution capability, the
prospects for development remain enormous.

BUSINESS OVERVIEW FOR THE FIRST HALF OF
2018

In the first half of 2018, the Group continued to adhere to the “Multi-Brands
and Multi-Products” development strategy to further expand the household
consumer market through establishing two new segments of soy milk and
quality breakfast. In the meantime, the market share of existing products in
respective markets was consolidated and strengthened by optimizing product
structure, improving quality, expanding and optimizing channel structure, and
continuing to invest in brand building. By establishing the dual growth engine
in the segments of leisure industry and household consumption, the Group
achieved a healthy growth in overall results and profitability.

EEENWR D

TERE

BREFPEBERGTREE  —— \FL¥Fh
BERNEELERLERTARE  RALEE
6.8%° A —FEFRIER6.7% LR —
EEREONEE DS - AR BB HIFER T
e ZZ—\FL¥F HEeHETEHERA
18EEITARKE  ALIERIA% ZFEF R
L—ZFER%E04EED T LHF 2BER
ANTHES HEERIERG6.7%  —HE  PELE
BARET WARERREN  BREFEKF
TS BHEEMMENERET TRENE
B BS—FE 2HMBRENEL  BREE
IRME  HEBEE G KR RER - FMiEHF
B EXREBE - REAME - WBEHKEI
G IERBERECENREEREEAET -

AEBRETFERR KBTS ERARYEREK
R RARSIIWTE - FEAGRRKEEE
DABBRARMEF =M - BEERFIESNRM
A A SZER AR IR S - BT TS B B &
Kig o HREBHE - A AR EIRTRE 1 A8
TTRENH BRI - BERFIFEAEAX °

“E-NFEXFFEEHER

“E-)N\FLE¥E AEEEBRAZRE
LB NERBE  BBIZPHMAEREEMA
MEXNER  E—FPHRBFXEREDS [l
BRABCEMSRE RARE  BRANELRE
R RERERMEER  BEMMERTEER
MEESEMENNE BETRRERNZKE
HELIERS|IZE KMERTEEEBRENA
FEfEFEER -
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MANAGEMENT DISCUSSION AND ANALYSIS
kk}% njL nFFH& *ﬁ

In the first half of 2018, revenue of the Group increased by 11.4% as
compared with the corresponding period last year to RMB11.01 billion, with
revenue from food and beverage segments recorded a growth of 5.6% and
18.6% respectively as compared with the corresponding period last year.
Gross profit reached RMB4.34 billion, representing an increase of 13.7% as
compared with the corresponding period last year. Gross profit from food and
beverage segments were RMB1.79 billion and RMB2.53 billion, representing
an increase of 4.0% and 21.7% respectively as compared with the
corresponding period last year. Overall gross profit margin of the Group was
39.4%, increased by 0.8 percentage point as compared with the
corresponding period last year. Gross profit margin of food business
amounted to 35.0%, decreased by 0.6 percentage point as compared with
the corresponding period last year. Gross profit margin of beverage business
was 47.7%, increased by 1.2 percentage point as compared with the
corresponding period last year. As at June 30, 2018, sales and distribution
expenses accounted for 16.6% of the revenue, increased by 0.2 percentage
point as compared with the corresponding period last year. Operating profit
margin improved 0.4 percentage point to 20.2%. Net profit recorded a
growth of 12.3% to RMB1.97 billion as compared with the corresponding
period last year. Net profit margin was 17.9%, increased by 0.2 percentage
point as compared with the corresponding period last year.

Food Business

T N\FLE¥EF REBBARLLEE11.4%
i/\EMﬁoﬂ*fc Heh & @R 5 BRI

DRIELIER56%M186% c EREMAR
%43 AfETT - BLHIER13.7% : B S EEE 5 &6
NEFDBABAREA7IELE ARE253E
JC RS RIS R4.0%F121.7% © S EZFEEF|
KH39.4% A FRBALEAOSEE DS H
FRMEBEMNEAS35.0%  LEFELHTIE0.6
EEDR - AR EBMEMERA7.7%  LEF
R EA12@ED S - BE_Z— \FXA
S THRNEERECHAIHKANLH A
16.6% * tLEFRIERA0.21AE 7 2 - (&2 FH
KRF0AHE DB E20.2% o FHBR L IERE
123% EARBE19.7ET  FRBEER/17.9% -
tbEFREER0.2MEE B -

RmER

Revenue for the six months ended June 30

BEANAZTHEAREA KRS

2018 2017 % Change
—E-N\F —T—tF ERalig-t)
RMB RMB
(Thousand) (Thousand)
ARB(Fr) ARE(FT)
Food Bm
Bread, Cakes and Pastries FEZhAE 2,911,953 2,850,263 2.2
Potato Puffed Food R R 1,369,442 1,187,540 15.3
Biscuit i 820,097 794,406 3.2
Food Segment Total Bmo Rt 5,101,492 4,832,209 5.6
Sales revenue of food segment increased by 5.6% from RMB4,832 million for ~ RmIRBHER AR T —LF LFFHARE
the first half of 2017 to RMB5,101 million for the first half of 2018 while sales ~ 48.32{E T2 5. 6%if T N\FLEENAR

revenue of bread, cake and pastries, potato puffed food and biscuit increased
by 2.2%, 15.3% and 3.2% respectively as compared to the first half of 2017.
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MANAGEMENT DISCUSSION AND ANALYSIS

Bread, Cakes and Pastries

According to statistics, currently medium shelf-life bread and short shelf-life
bread in China accounted for more than RMB10 billion of total market size
respectively, and achieved double digit growth every year. Consumers have
higher expectation for bread, cakes and pastries products in terms of
freshness, healthy ingredients, diversified flavors and brand reputation. The
Group timely grasped the market opportunities and strategically introduced
medium shelf-life (30 to 60 days shelf-life) products under the quality
breakfast series by leveraging the strength of its strong brand power,
research and development capability, nation-wide production layout and all-
channel distributor network with breakfast as main consumption. Meanwhile,
the Group actively adjusted the operation model of medium and short shelf-
life products market in order to further optimize the channel resources and
strengthen retailer management, laying the foundation for the launch of short
shelf-life products. The above initiatives further reinforced the leading position
of Daliyuan brand in the baking market. At the same time, the Group’s
traditional products maintained a leading market share.

In the second half of 2018, the Group will further improve its logistic
capabilities, upgrade the sales system, and launch a number of medium
shelf-life bread and short shelf-life bread series products as planned, with a
view to building a solid foundation for our next step in expanding the breakfast
market.

Potato Puffed Food

The Copico potato chips is the leading brand of domestic potato chips with
good market reputation. In the first half of 2018, the Crayfish Group rapidly
implemented the market introduction of fresh-cut potato chips and increased
the penetration of modern channels through the use of more abundant
product lines. Leveraging the advantage of nation-wide distribution of
factories, Copico has significantly increased its market share in certain major
regions. Summer is the peak season for sale of puffed food. Along with the
school summer vacations and hot topics of the World Cup matches, Copico
organized the “Crayfish Festival” and “Vacation Discount, Enjoy Summer”
theme activities at core supermarkets and stores to promote the spicy
crayfish-flavored fresh cut chips in various forms, which achieved remarkable
results among the young consumer group. The above initiatives further
strengthened the Group’s market position in the potato puffed food markets.

kkﬁ!é ujnﬁﬁ& Tﬁ

BgE - B Huﬁl#ﬁ%éﬁ%ﬂ%}@ BIREERE™S
RENFIEBARBEEEL  BESF2YME0E

oﬁ%%ﬂ%@ﬁ%ﬁmﬁ%ﬁ§~@§ﬁ
B OKSHE REEEESFAEERNE
o AEEHEHICETISHE  BRERANRE
WD REMMEEMRR  BERRE
R RED - BRMEEL RERETR
(BOECOARREM) RINER  TREEAED
%E%%oﬁﬁ'$§lﬁﬁﬁ%¢ﬁﬁﬁ%%
BTBREERN  #E—PELETEBER 87
%ﬁﬁﬁ-ﬁmﬁ&%émﬁmgwo iR
FEREFNEREEREN S EEENIIERE
—SEE - AR AEBEERERRBELHT
BIEEE -

—E\FTEE  AREEE—SEENRE
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MANAGEMENT DISCUSSION AND ANALYSIS
EREH R A

Biscuit

In the first half of 2018, the sales of Haochidian Biscuit grew steadily.
Traditional products such as the crispy series and the high-fiber series were
still the leaders in market segments. Among them, the performance of the
Haochidian high-fiber series, crispy series and Xiongzibing series were
outstanding mainly due to the good quality and taste of the products
themselves, precise pricing strategies and effective marketing.

Beverage Business

A

ZE N FE SR S RIBE o E5
EmIERRS - S RIRAZAD TSR
SHe Hp o HEHSEIRY - BRI RAERFH
RINRARE - EXBBERERAFNERM
BANOAK - BENEERR AR A RN TISHEE -

EREE S

Revenue for the six months ended June 30
BEAA=THIEAERKE

2018 2017 % Change
—E-N\F T+ ERalsd L)

RMB RMB

(Thousand) (Thousand)

AR (Fr) ARE(FT)

Beverage gl

Energy Drinks TIREER 1,898,910 1,566,221 21.2
Plant-based and Milk Beverage BYEQRBA S IR 1,375,762 799,778 72.0
Herbal Tea SRA 1,564,817 1,533,114 2.1
Other Beverages Hofth SR} 467,444 575,292 (18.7)
Beverage Segment Total R o ZpAA st 5,306,933 4,474,405 18.6

Sales of beverage products increased by 18.6% from RMB4,474 million in
the first half of 2017 to RMB5,307 million in the first half of 2018, of which
sales of energy drinks, plant-based and milk beverage (including Doubendou)
and herbal tea increased by 21.2%, 72.0% and 2.1% respectively, while that
of other beverages decreased by 18.7%.

Energy Drinks

The energy drinks market in China is at the stage of rapid development along
with a higher regulatory entry barrier. In the fierce market competition, the
Group timely seized market opportunities and hot topics, and continuously
improved market share in certain major regions. Meanwhile, the Group
significantly enhanced the recognition of Hi-Tiger as an energy drink among
consumers through diversified interactions with consumers via major channels
and stores. In addition, Hi-Tiger continued to enhance its brand building in
the first half of 2018 by exclusively sponsoring the Tencent Games Arena, the
largest official variety e-sports event in the nation, the naming of FIA F4 China
Championship 2018 and China Formula Grand Prix as well as sponsoring
Clubs Super Cup (BB B ER{EL4EREB AT ) and other brand activities, which
has raised our brand reputation.

10 Dali Foods Group Company Limited < Interim Report 2018
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MANAGEMENT DISCUSSION AND ANALYSIS

Herbal Tea

In the first half of 2018, despite the sluggish growth of the overall herbal tea
market and intensified industry competition, Hegizheng Herbal Tea recorded
a growth of 2.1% as compared with the corresponding period last year. In
particular, performance of canned Hegizheng Herbal Tea was extraordinary in
the first half of the year. In the meantime, the Group improved the bottle
packaging of Heqgizheng Herbal Tea and introduced a smaller PET bottle of
500ml, which not only boosted the ease for store display, but also facilitated
the consumers to carry and drink. At the same time, leveraging on the
advantages of the Group’s product matrix under its multi-products strategy,
Heqgizheng successfully exploited the catering channels of certain markets,
resulting in higher market penetration rate in key regions.

Plant-based and Milk Beverage

Doubendou soymilk products, which redefined the category of soymilk
products with the concept of “purely natural products without additives”, have
become the industry benchmark since its launch in April 2017. In the first half
of 2018, Doubendou introduced two new products “Black Bean Soymilk and
Green Bean Soymilk” to further establish the product matrix in the aspects of
taste and packaging. In response to the characteristics of household
consumer market, the Group reorganized the distributor team of Doubendou
by the introduction of numerous distributors with extensive related industry
experience, which greatly increased the number of point of sales as well as
enhancement of channel inventory management. These initiatives drove the
sales of Doubendou effectively and laid the foundation for us to take a step
forward to industry expansion at a faster pace. In April 2018, with its excellent
quality and renowned brand, Doubendou successfully became the official
designated soymilk of the Boao Forum for Asia. In May 2018, Doubendou
organic soymilk won the gold award of Soymilk Industry Product of China
International Organic Products Expo. Moreover, Doubendou won the 2018
Superior Taste Award of the global food and beverage industry in June, which
further enhanced its brand power and reputation.

The differentiation of plant-based protein drinks market has caused shrinkage
in the entire market of peanut milk. Leveraging the advantages of the Group’s
product matrix under its multi-products strategy, Daliyuan Peanut Milk actively
increased channel penetration and maintained the market share.

In addition, the Group has made appropriate adjustments on other products
in the beverage segment. Daliyuan Plum Fruit Tea is a unique product in the
tea market with a stable consumer group. On this basis, the Group launched
new products of Green Plum Tea, Green Plum Oolong Tea and Green Plum
Black Tea which enriched the product offerings and achieved good market
performance.
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MANAGEMENT DISCUSSION AND ANALYSIS
EREH R A

Cost of Sales and Gross Profit Margin

The principal cost of sales of the Group consist of raw material costs (such as
sugar, palm oil and flour), packaging materials costs (such as chips,
corrugated paper, etc.), manufacturing costs (such as depreciation,
amortization and utilities), wages and salaries, and surcharges. Among them,
the raw material costs represented 51.1% of total cost of sales and the
packaging material costs represented 26.9% of total cost of sales. In the first
half of 2018, the market prices of raw material and packaging material
increased substantially as compared with the corresponding period last year.
Meanwhile, wages and manufacturing costs increased as compared with the
first half of 2017.

In the first half of 2018, gross profit margin of the Group increased by 0.8
percentage point to 39.4% through optimizing sales structure and effective
cost control. In particular, Gross profit margin of food business decreased by
0.6 percentage point to 35.0% as compared with the corresponding period
last year. Gross profit margin of beverage business increased by 1.2
percentage points to 47.7% as compared with the corresponding period last
year.

Revenue for the six months ended June 30

RNEBMWEBHERNBIERM B A (201 -
Rl )~ BEMBRAR(WY A - B4R
E) BEEBEA(MINE BERKES) ITE
RESUAKRM MBS o Eh - RV EAAME 488
ERARS11%  BEMBKARIGE26.9%  —
T N\FLEEF - BEMRAMBEMRBNTSER
FILL EARRARE - FIfF - AT MREEBAKAT =
Tt F LY FHMER -

ZE-N\FLEF BREHEEBIAERN
RS AEBEEME EAOSEEDHE
30.4% - EF R MEBKEF ERLL THO6EE
DEES35.0%  AREFBEFNERLIIZEA12ME
BREELTT%

BEANAZ=THLEAEA KRR

2018 2017
—E-N\F —E—+F

Gross profit Gross profit
Gross profit margin  Gross profit margin
EA ERE EHN ERE

RMB RMB
(Thousand) % (Thousand) %
AR (F) % ARE(FT) %
Food products RmEmR 1,786,877 35.0 1,718,276 35.6
Beverage products EE @ 2,530,969 47.7 2,079,549 46.5
Others Efh 19,747 3.3 17,797 3.1
Total #Et 4,337,593 39.4 3,815,622 38.6
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MANAGEMENT DISCUSSION AND ANALYSIS

OTHER FINANCIAL INFORMATION
Sales and Distribution Expenses

Sales and distribution expenses of the Group increased by 12.7% from
RMB1,620 million in the first half of 2017 to RMB1,825 million in the first half
of 2018. Such expenses as a percentage of revenue increased slightly from
16.4% in the first half of 2017 to 16.6% in the first half of 2018. The increase
was mainly attributable to the Group’s continuous investment in marketing of
new products and core products of high gross profit, as well as the expansion
of sales team and the increase of wage costs caused by rising average
remuneration.

Administrative Expenses

Administrative expenses of the Group increased by 20.3% from RMB237
million for the first half of 2017 to RMB285 million for the first half of 2018.
The increase was mainly attributable to the increase of wage costs caused by
rising average remuneration. Such expenses as a percentage of revenue
remained stable at 2.6% as compared with the first half of 2017.

Cash and Borrowings

As at June 30, 2018, the Group had pledged deposits and cash and bank
balances in the aggregate amount of RMB10,381 million (as at December 31,
2017: RMB8,146 million). This change was primarily attributable to the total
payment of dividend of approximately RMB190 million for 2017 during the
first half of the year, a decrease of RMB653 million in cash due to the
purchase of fixed assets and a net increase of RMB3,096 million on operating
cash flow. As at June 30, 2018, 79.9% and 19.4% of the Group’s cash and
bank deposits were denominated in RMB and HKD, respectively.

As at June 30, 2018, the Group did not have any borrowings (as at December
31, 2017: nil).

The Group’s gearing ratio as at June 30, 2018 was 20.5% (as at December
31, 2017: 15.6%), which is calculated by total liabilities divided by equity plus
total liabilities.
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MANAGEMENT DISCUSSION AND ANALYSIS
kk}% njLnFFH& *ﬁ

Inventories

The Group’s inventories decreased by 35.8% from RMB1,333 million as at
December 31, 2017 to RMB856 million as at June 30, 2018, mainly due to
the fact that finished goods balance at the end of 2017 was higher than that
of June 30, 2018 as a result of the stock-up for the Chinese New Year at the
end of 2017. The inventory turnover days decreased from 36.1 days as at
December 31, 2017 to 29.5 days for the first half of 2018.

Trade and Bills Receivables

The Group’s trade receivables decreased from RMB1,085 million as at
December 31, 2017 to RMB1,010 million as at June 30, 2018, primarily due
to the strengthened management of receivables. The trade receivables
turnover days increased from 12.6 days as at December 31, 2017 to 17.1
days for the first half of 2018, mainly attributable to the relaxation of credit
conditions for some distributors with good credit records, which led to the
higher balance of trade receivables at the end of last year and as at June 30,
2018, resulting in an increase in turnover days.

Trade and Bills Payables

The Group’s trade and bills payables decreased by 0.7% from RMB889
million as at December 31, 2017 to RMB883 million as at June 30, 2018. The
trade and bills payables turnover days decreased from 28.0 days as at
December 31, 2017 to 23.9 days for the first half of 2018.

Foreign Currency Risk

The Group’s businesses are located in Mainland China and as such nearly all
transactions are conducted in RMB. As nearly all of the assets and liabilities
of the subsidiaries of the Company in Mainland China were denominated in
RMB, the subsidiaries of the Company in Mainland China were not subject to
significant foreign currency risk. As at June 30, 2018, the Group’s assets and
liabilities denominated in HKD were mainly held by the Company and certain
subsidiaries incorporated outside Mainland China and had currencies other
than RMB as their functional currencies.

The Company and these subsidiaries incorporated outside Mainland China
also held bank balances denominated in RMB, from which foreign currency
exposures arise. The Group has not undertaken any hedging activities.
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MANAGEMENT DISCUSSION AND ANALYSIS

Contingent Liabilities

As at June 30, 2018, the Group did not have any significant contingent
liabilities.

Asset Pledge

As at June 30, 2018, the Group’s bills payable and letter of credit were
secured by pledging its short-term deposits of RMB26 million (as at
December 31, 2017: RMB50 million).

Financial assets at fair value through profit or loss

As at June 30, 2018, the Group’s total financial assets measured at fair value
through profit or loss amounted to RMB256 million (Available-for-sale
investments as at December 31, 2017: RMB250 million). The Group’s
financial assets measured at fair value through profit or loss of RMB256
million as at June 30, 2018 were wealth management products purchased
from financial institutions by the Company with maturity period of 190 days.

Use of Proceeds from the Listing

The shares of the Company were listed on the Main Board of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) on November 20,
2015 with net proceeds from the global offering of approximately HK$8,665
million (after deduction of underwriting fees and commissions and estimated
expenses payable by the Company in connection with the global offering).
According to the intended use as set out in “Future Plans and Use of
Proceeds” in the prospectus dated November 10, 2015 (the “Prospectus”),
the amount utilised as at June 30, 2018 was as follows:
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MANAGEMENT DISCUSSION AND ANALYSIS
EREH R A

Use of Proceeds from the Listing (As at June 30, 2018)

Lo REREAR(B1E20185F6 A30H)

(Unit: HKD million)
B BEBT

Utilised
to date
No. Items Percentage  Available Z£5t  Unutilised
i IHB fitE Al &) =) RENA
1 Development, introduction and BREE - HEH N EHE S 20% 1,733 617 1,116
promotion of new products
2 Expansion and upgrade of W7 MR EERME & 20% 1,733 1,356 377
production facilities and FEELR
manufacturing network
3 Enhancing presence in sales RACHERBMA R 20% 1,733 1,534 199
channels and promoting brands HERE fhhe
4 Potential acquisitions and BIEWE N ERAE 30% 2,600 - 2,600
business cooperation
5 Working capital and other general LiEES MEM MR 10% 866 866 -
corporate purposes NSINES
Total A&t 8,665 4,373 4,292

The proceeds were used and are proposed to be used as and when
appropriate based on the Group’s business needs according to the intentions
previously disclosed in the Prospectus.

Capital Expenditures and Capital Commitments

As at June 30, 2018, the Group’s capital expenditures amounted to RMB680
million, primarily incurred from (i) the construction of Doubendou’s production
line; (ii) the construction of production facilities for medium and short shelf-life
bread; (i) the construction of fresh-cut potato chips production line; and (iv)
upgrade of beverage production facilities.

As at June 30, 2018, the Group’s capital commitments relating to property,
plant and equipment amounted to RMB430 million, which were primarily used
for the construction of beverage production lines for soy milk, the construction
of production lines for medium and short shelf-life food, house renovation and
project transformation.
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MANAGEMENT DISCUSSION AND ANALYSIS

Human Resources and Staff Remuneration

The Group always believes that talent is the core competitiveness of
enterprises and regards employees as important strategic resources for
corporate development. The Group has made active efforts in establishing a
sound talent selection and training mechanism to improve the overall
competitiveness of employees and their sense of belonging to the Group. In
the first half of 2018, the Group continued to introduce a large number of
professional high-end talents, and actively identified talents from the existing
employees and jointly established a training mechanism with the talents in key
universities and colleges in China on a long-term basis. The Group
established a tutor management system, a training management system and
a learning and development model such as visiting external model enterprises
to form a talent selection and promotion mechanism for competition for posts
and performance appraisal, maintain the core competitiveness of corporate
talents, and cultivate an experienced, stable and reliable management team.
Meanwhile, the Group continued to optimize and upgrade our management
structure, promote fine management, upgrade information management and
strengthen the headquarters’ control of the market, laying a solid foundation
for the Group’s sustainable development.

As at June 30, 2018, the Group had a total of 38,611 employees (as at
December 31, 2017: 35,985). The Group’s employees are remunerated with
reference to their positions, performance, experience and prevailing salary
trends in the market. In addition to basic salaries, the Company provides
various staff benefits to its employees.

For the six months ended June 30, 2018, the total employee benefits
expenses (including Directors’ remuneration) were RMB1,138 million (for the
six months ended June 30, 2017: RMB940 million), which was primarily
attributable to the increase in the number of sales and production personnel
and average salary level. The increase in the number of the Group’s
employees was primarily attributable to sales and production personnel of
food and beverage sectors.
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MANAGEMENT DISCUSSION AND ANALYSIS
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PROSPECTS

Looking forward to the second half of 2018, the Group will continue to adhere
to Creating Quality with Heart and the multi-brand and multi-category
development strategy for ongoing innovation and expansion, and commit to
maintaining healthy growth in a stable manner to continuously create value for
shareholders.

In respect of products, the Group will seize the two major markets of leisure
food and household consumption. The Group will, on one hand, consolidate
its leading position in the leisure food market and, on the other hand, expand
vigorously in household consumer market with breakfast as main
consumption and further develop two new industries, namely refined soy milk
and bakery products with short and medium shelf-life. The Group plans to
introduce breakfast bakery products with shorter shelf-life in the second half
of 2018 to better satisfy consumers’ demands for fresh and healthy breakfast
products.

In respect of channels, the Group will consolidate its existing channel
advantages, target to build a model market and focus on strengthening
expansion into key supermarket network. The Group will also gradually
explore catering channels.

In respect of sales management, the Group will fully optimize the structure of
distributors to enhance digital sales management level, further boosting
channel efficiency and strengthening retailer control, so that the Group’s
market coverage and penetration rate will continue to increase.

The Group will adhere to prudent financial management policies, maintain
ample cash flow, and maintain a sound financial position. While strengthening
our own growth, the Group will continue to focus on opportunities for mergers
and acquisitions and external cooperation.

The Group will continue to adhere to the concept of Creating Quality with
Heart as well as the corporate culture of pragmatic progression in the future.
Keeping our faith, the Group will demonstrate more efficient work and diligent
attitude so as to drive our Company to greater success.
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OTHER INFORMATION
Ht &

INTERIM DIVIDEND

On August 26, 2018, the Board has resolved to declare payment of an interim
dividend of HK$0.085 per ordinary share for the six months ended June 30,
2018 (the “2018 Interim Dividend”) to shareholders whose names appear on
the register of members of the Company on September 14, 2018.

CLOSURE OF REGISTER OF MEMBERS

In order to determine the entitiement of the shareholders of the Company to
receive the 2018 Interim Dividend, the register of members of the Company
will be closed from Wednesday, September 12, 2018 to Friday, September
14, 2018, both dates inclusive, during which period no transfer of shares of
the Company will be registered. The record date for entitlement to the 2018
Interim Dividend is Friday, September 14, 2018. In order to qualify for the
entitlement to receive the 2018 Interim Dividend, all transfers of shares
accompanied by the relevant share certificates must be lodged with the
Company’s branch share registrar in Hong Kong, Computershare Hong Kong
Investor Services Limited, at Shops 1712-1716, 17th Floor, Hopewell Centre,
183 Queen’s Road East, Wanchai, Hong Kong, not later than 4:30 p.m. on
Tuesday, September 11, 2018. The payment date of the 2018 Interim
Dividend is expected to be on Friday, September 28, 2018.
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INTERESTS AND SHORT POSITIONS OF
DIRECTORS AND CHIEF EXECUTIVE

As at June 30, 2018, the interests and short positions of the directors and the
chief executive of the Company in the shares, underlying shares or
debentures of the Company or its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance (Chapter 571 of
the Laws of Hong Kong) (the “SFO”)) as recorded in the register required to
be kept by the Company pursuant to section 352 of the SFO, or as otherwise
notified to the Company and The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) pursuant to the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) as set out in Appendix 10
to the Rules Governing the Listing of Securities on the Stock Exchange (the
“Listing Rules”), were as follows:

i. Interest in shares or underlying shares of the Company
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i. RARXTARGIEBERGHOES

Number of Approximate

shares percentage of

Name of directors Capacity/Nature of interest (long positions) interest

BEEHR B, REmtE RHOHBE (FR) RENBLBEILL

Mr. Xu Shihui Interest in controlled corporation/ 11,640,000,000 85%
FFE RS A Interest of spouse

REEE L TR
Ms. Xu Yangyang Interest in controlled corporation 11,640,000,000 85%

55 22+ RiEEEER
ii. Interest in shares of associated corporations of the i. RAQATEEZEZERGHER
Company
Number of
shares in the
Name of associated associated Percentage of
Name of directors corporation Capacity/Nature of interest corporation interest
RABESEE R
BEEHR HEEE AR B Rty REHAE EZES
Mr. Xu Shihui Divine Foods Limited Interest in controlled corporation 50 50%
B A (“Divine Foods”) LB R
Interest of spouse!”
BefBEm " 10 10%
60 60%
Ms. Xu Yangyang Divine Foods Interest in controlled corporation
HrrakG 22+ FiEE 40 40%
Notes: B E

(1) By virtue of the SFO, Mr. Xu Shihui has deemed interest in shares of Divine
Foods held by his spouse, Ms. Chen Liling, which represents 10% of the
shareholding interest in Divine Foods.

1) REHFLRAEKROIMES - FFHBEEWEA
R E B FR BB ¥ 22 15 B ) Divine Foods %
9 7R B #E 25+ {h Divine Foods # 10% fi% #
M o
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OTHER INFORMATION
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Save as disclosed above, as at June 30, 2018, none of the directors
and the chief executive of the Company had or were deemed to have
any interest or short positions in the shares, underlying shares or
debentures of the Company or its associated corporations (within the
meaning of Part XV of the SFO), which were required to be notified
under Divisions 7 and 8 of Part XV of the SFO or as otherwise notified
to the Company and the Stock Exchange pursuant to the Model Code.

INTERESTS AND SHORT POSITIONS OF
SUBSTANTIAL SHAREHOLDERS

As at June 30, 2018, the interests or short positions of the following persons
(other than the directors and the chief executive of the Company) in the
shares or underlying shares of the Company as recorded in the register

required to be kept under section 336 of the SFO were as follows:

B EXRREEN R _E—\FXA
=TH HMEARFEER&EITHRAR
BAXBAEAARFREREEE (EE
RESFLBAEEDIEXVE) WD - 18
st ERENEMEREAR - MAR
ﬁ%%&%ﬁ%%%wﬂ%7&$“mﬁ
HBAMRRIBRETRIAME AR

P e

TERRNESERAR

E-NFRA=ZTAH THAL(KRR
i%ﬁkA%%MOF$ AIREE %&%
£ 336 (AR E M # T H B R M Pl 8 ) R

ﬁ&m@kf¢%ﬁm%ﬁ& (BT

Approximate

Number of percentage of
shares interest in
Name of shareholders Capacity/Nature of interest (long positions) the Company
RAEATER
BRREE HE B nME RHBEHE (FR) BABDL
Divine Foods Beneficial owner 11,640,000,000 85%
BB A
Divine Foods-1 Limited™ Interest in controlled corporation 11,640,000,000 85%
(“Divine Foods-1") ZIEAB R
Divine Foods-2 Limited™ Deemed interest as an associate of 11,640,000,000 85%
(“Divine Foods-2") a substantial shareholder
ER— R X EZREBBANRERER
Divine Foods-3 Limited™ Interest in controlled corporation 11,640,000,000 85%
(“Divine Foods-3") RirEE R
Ms. Chen Liling™® Interest of spouse 11,640,000,000 85%

EREBI L 0@

Notes:

1) Divine Foods is 50%, 1

foiBtgsm

0% and 40% owned by Divine Foods-1, Divine Foods-2 and (1)

Divine Foods-3 respectively, which in turn are separately wholly-owned by Mr. Xu
Shihui, Ms. Chen Liling and Ms. Xu Yangyang respectively.

Divine Foods Fi Divine Foods—1 *
Divine Foods-3% 7l # % 50% -

Divine Foods—1 - Divine Foods—2 X Divine Foods-3

Divine Foods—2
10% £ 40% 1M

M ELEE REXRZLIRFBELL2E

22

Mr. Xu Shihui and Ms. Chen Liling are spouses. Accordingly, each of Mr. Xu Shihui and
Ms. Chen Liling is deemed, or taken to be, interested in all shares and underlying
shares in which their spousal counterpart is interested in for the purpose of the SFO.
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SHARE OPTION SCHEME

The Company has adopted a share option scheme (the “Share Option
Scheme”) on August 25, 2015 to enable the Company to grant share options
to qualified participants as incentive for their commitment towards enhancing
the value of the Company and its shares for the benefit of the shareholders,
and to maintain or attract business relationship with the qualified participants
whose contributions are or may be beneficial to the growth of the Group.

No share option has been granted under the Share Option Scheme since the
listing of the Company.

COMPLIANCE WITH CORPORATE GOVERNANCE
CODE

The Company has adopted the code provisions as set out in the Corporate
Governance Code (the “CG Code”) contained in Appendix 14 to the Listing
Rules. The Board considered that for the six months ended June 30, 2018,
the Company has complied with the applicable code provisions set out in the
CG Code, save and except for code provision A.2.1. The Company will
continue to review and enhance its corporate governance practices to ensure
compliance with the CG Code.

Under the code provision A.2.1, the division of responsibilities between the
chairman and chief executive officer should be clearly established and set out
in writing. The Company has appointed Mr. Xu Shihui as both the chairman
and the chief executive officer of the Company. The Board believes that
vesting the roles of the chairman and chief executive officer in the same
individual would enable the Company to achieve higher responsiveness,
efficiency and effectiveness when formulating business strategies and
executing business plans. The Board believes that the balance of power and
authority is sufficiently maintained by the operation of the Board, comprising
the executive Directors and independent non-executive Directors.

COMPLIANCE WITH MODEL CODE

The Company has adopted a code of conduct regarding the transactions of
securities of the Company by the Directors and the relevant employees (who
likely possess inside information of the Company) (the “Securities Dealing
Code”) on terms no less exacting than the required standard set out in the
Model Code. Specific enquiry has been made to all Directors and all of them
have confirmed that they have complied with the Model Code and the
Securities Dealing Code during the six months ended June 30, 2018.
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OTHER INFORMATION
H b & #

AUDIT COMMITTEE

The unaudited interim condensed consolidated financial statements of the
Group for the six months ended June 30, 2018 have been reviewed by the
Audit Committee. The Audit Committee is of the opinion that such financial
statements comply with the applicable accounting standards, the Listing
Rules and all other applicable legal requirements.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

Neither the Company nor any of its subsidiaries had purchased, sold or
redeemed any of the Company’s listed securities during the six months
ended June 30, 2018.

UPDATE ON DIRECTOR’S INFORMATION

Below is an update on the director’s information required to be disclosed
pursuant to Rule 13.51(B) of the Listing Rules:

Dr. Lin Zhijun was appointed as a vice president of Macau University of
Science and Technology with effect from March 1, 2018.
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REPORT ON REVIEW OF INTERIM CONDENSED
CONSOLIDATED FINANCIAL STATEMENTS
TR M B RRBRRSE

Ernst & Young

22/F CITIC Tower

1 Tim Mei Avenue
Central, Hong Kong

To the shareholders of Dali Foods Group Company Limited
(Incorporated in the Cayman Islands as an exempted company with limited
liability)

INTRODUCTION

We have reviewed the accompanying interim condensed consolidated
financial information set out on pages 27 to 64, which comprises interim
condensed consolidated statement of financial position of Dali Foods Group
Company Limited (the “Company”) and its subsidiaries (hereinafter collectively
referred to as the “Group”) as at June 30, 2018 and the related interim
consolidated statements of profit or loss and 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 Hong Kong Accounting Standard 34 “Interim Financial Reporting” (‘HKAS
34”) issued by Hong Kong Institute of Certified Public Accountants.

The directors are responsible for the preparation and presentation of these
interim condensed consolidated financial statements in accordance with
HKAS 34. Our responsibility is to express a conclusion on this interim
condensed consolidated financial information based on our review. Our report
is made solely to you, as a body, in accordance with our agreed terms of
engagement and for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the contents of this report.

SCOPE OF REVIEW

We conducted our review in accordance with Hong Kong Standard on
Review Engagements 2410 (“HKSRE 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.

TGRSR AT Tel E:%: +852 2846 9888
EBMIEREE1E Fax {#E:+852 2868 4432
s KE2212 ey.com
FEMNEREEEGRATRE

(RAEHEEMRLNERRERRF)

BME

EECEAMMHANETEEZF 64 AP EIME
REHUBEN EFE3ENRAEEFRA
AI(TERARA D REMBARIATEHIEEE])
RZZ-N\FERA=TANTHAHEAS T B
MR REEZ BB EABEERETRA 0
BEakFalaR ERZPRIRERERR
HEAMEE - BARABAERZAERABESFLTH
AIZREEP M ERRERT A HABR KX
EaEBGMAGRMNTEGHERFE 345
[P BERE | ((BEEFERIEI45%]) -

EEAHRBETESEREMRHREL 2T
FTHIEAGHUBREAR - BFREARES
EMERHLTHERAHUWBERERER
REEEHMRABNZEBHER BESNHREE
[ ETEL Y TMERMARE - BEETEMR
ERAMEEREMATETESEAEEESE -

EHEE

EERBEEESMASRMH I EEEHNERRE
RIZE 24105 (B BEHZIEERFE 241058 ) &
BB IZEMEN P RS ER ] BITEE -
FHMBEREHREAM(E2HEaENE
BeFEH2ATLT)  UREMDT R EAMER
EF - R HERNRRIEDBEZELETT
ZEZ WESEEHRRESENETRBEZ
WRIZFABEEZEE - Allt - THEUWTREEZ
BR -

EFRREERRAR « PHIFRE 2018 25



>4

REPORT ON REVIEW OF INTERIM CONDENSED CONSOLIDATED FINANCIAL

STATEMENTS
FHABA G SRR B RS

CONCLUSION

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

Ernst & Young
Certified Public Accountants
Hong Kong

August 26, 2018
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF

PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

55 9 A 4 3

REMAES K@ R

> <

For the six months ended June 30, 2018 Ejzé:%—)\i/‘—\ﬂ =+HIEAEA

For the six months ended June 30,
BZEAA=+tHLAEAR

2018 2017
—E-N\#F S
Notes RMB’000 RMB’000
ihE=s ARET R ARBETTT
(Unaudited) (Unaudited)
(REER) (REEZ)
REVENUE Uk % 5(a) 11,012,220 9,888,914
Cost of sales SHERK A 6(a) (6,674,627) (6,073,292)
Gross profit EF 4,337,593 3,815,622
Other income and gains HapUg A RS 5(b) 296,025 280,230
Selling and distribution expenses PHE R&HPAY (1,825,164) (1,620,198)
Administrative expenses TR (284,865) (237,454)
PROFIT BEFORE TAX RR B A % F 6 2,523,589 2,238,200
Income tax expense ey 7 (553,710) (483,401)
PROFIT FOR THE PERIOD HA s R 1,969,879 1,754,799
OTHER COMPREHENSIVE INCOME Hfh4z & ks
Other comprehensive income to be R BB EH HEZE
reclassified to profit or loss in BN EMTEA YRS
subsequent periods:
Available-for-sale investments: AHEERE
Changes in fair value /‘i{ﬁrﬁ@ﬂ - 4,965
Income tax effect ey - (1,242)
- 3,723
Reclassification to profit or loss RN EB R E R F 95
upon adoption of HKFRS 9 BEFHIEEIEZ (180) -

Exchange differences on translation of & /&N ¥ EH) [ HERE
foreign operations 4,636 (74,474)

Net other comprehensive income to R & EEIR E# H B E BN

be reclassified to profit or loss Hibsr a5 558

in subsequent periods 4,456 (70,751)
OTHER COMPREHENSIVE HRHMEE R (FE)

INCOME/(LOSS) FOR THE (BRBiE%E)

PERIOD, NET OF TAX 4,456 (70,751)
TOTAL COMPREHENSIVE INCOME HiA#mEa W E%E

FOR THE PERIOD 1,974,335 1,684,048
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND
>< OTHER COMPREHENSIVE INCOME

PHIRSER & R m R H M AR S Wam K

For the six months ended June 30, 2018 HZE—ZT— N\FXA=1+H 1 @A

For the six months ended June 30,
BZEAA=+tHLAEAR

2018 2017
—E-N\F —T—tF
Note RMB’000 RMB’000
ihE=s AR®TR ARBETTT
(Unaudited) (Unaudited)
(REER) (REEZ)
Profit attributable to: BUF AL EAER
Owners of the parent ISTNEIE =N 1,969,879 1,754,799
Total comprehensive income LT ATEEREWNESEE:
attributable to:
Owners of the parent BATEHE A 1,974,335 1,684,048
EARNINGS PER SHARE BAFIEERESEBA
ATTRIBUTABLE TO EEERER
ORDINARY EQUITY HOLDERS
OF THE PARENT 9
Basic and diluted HARG#E
— For profit for the period — HiRm A RMBO0.14 RMBO0.13
AR¥0147T ARH®0137T
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INTERIM CONDENSED CONSOLIDATED STATEMENT
OF FINANCIAL POSITION ~ %
T HA R AR & O B ik 3R

Jure 30,2018 RZZE—N\FA=+H

As at As at
June 30, 2018 December 31, 2017
R-ZZE—N\EF RZE—tF
~HA=+H +-A=+—H
Notes RMB’000 RMB’000
MIsE AR®Tx AREETF T
(Unaudited) (Audited)
(REEZ) (fe&z)
NON-CURRENT ASSETS FERBEE
Property, plant and equipment ME - BE MRE 10 4,598,569 4,273,050
Prepaid land lease payments TEf LA E S IE 11 582,881 576,740
Intangible assets ELEE 3,058 3,576
Prepayments TERT A 248,371 149,845
Deferred tax assets EEBIBE E 60,555 51,724
Total non-current assets EMBEEME 5,493,434 5,054,935
CURRENT ASSETS REBEE
Inventories FE 12 856,138 1,333,204
Trade and bills receivables B 5 MWk TE & W 2R 13 1,010,006 1,084,902
Prepayments, deposits and other TEFIE - e R E AR
receivables L] 390,310 457,261
Available-for-sale investments AR ERE 14 - 250,240
Financial assets at fair value through AP EF ABRN S REE
profit or loss 14 256,404 -
Pledged deposits BHIE 26,424 49,889
Cash and bank balances B& MIRTTAERS 10,354,464 8,095,648
Total current assets MEEERE 12,893,746 11,271,144
CURRENT LIABILITIES REBEE
Trade and bills payables B o REMNFRIERENEE 15 883,447 889,279
Other payables and accruals Hiv e RIERERTER 1,298,951 1,143,361
Dividends payable FERTAR B 8 959,944 -
Tax payable FERT R 297,590 183,068
Total current liabilities mE BB 3,439,932 2,215,708
NET CURRENT ASSETS REBEEEE 9,453,814 9,055,436
TOTAL ASSETS LESS CURRENT &EMERRHEE
LIABILITIES 14,947,248 14,110,371
NON-CURRENT LIABILITIES FREBEE
Deferred revenue EIEIA 313,507 324,186
Total non-current liabilities BB EET 313,507 324,186
NET ASSETS EETEE 14,633,741 13,786,185
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

IR & TR ISR LR

June 30,2018 R=ZT—NFA=1+H

As at As at
June 30, 2018 December 31, 2017
R=Z2—N\F RZE—tF
~A=+H +=—A=+—H
Note RMB’000 RMB’000
BEE ARET R ARBT T
(Unaudited) (Audited)
(REEER) (F&EZ)
EQUITY s
Equity attributable to owners BAREA AEGERS
of the parent
Share capital R 16 112,712 112,712
Reserves i 14,521,029 13,673,473
Total equity HRE 14,633,741 13,786,185
Xu Shihui Zhuang Weigiang
HEmR
Director
EF
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INTERIM CONDENSED CONSOLIDATED STATEMENT
OF CHANGES IN EQUITY
THEBRE O ER BB R

For the six months ended June 30, 2018 HZE_—ZE— N\EXA=1+HILNAA

Available-
for-sale
investment Exchange
Share Share Merger revaluation  Statutory fluctuation  Retained
capital  premium reseve  reserve  reserve reserve profits Total
Tk
HERE
ke ROEE AHRE EURE  IERE EXRIRE BFUE Eh
RMB'000  RMB'000 RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARRTR ARMTR AR®TR ARBTR ARETR ARETR ARMTR AR®TR

(note 16)
(Hz16)
At January 1, 2018 RZE-NE-f-R 112,712 3,411,230 (23,165) 180 1,641,554 229042 8,414,632 13,786,185
Profit for the period BRg = = - - - - 1,969,879 1,969,879
Other comprehensive income ARHf AN -
for the period:
Reclassfication to profitorloss 541817
upon adoption of HKFRS 9 HEEAZOT R
ENNBEER - - - (180) - - - (180)
Exchange differences on translation &85 £BMER 5
of foreign operations - - - - - 4,636 - 4,636

Total comprehensive income BhGeNaeE
for the period - - - (180) - 4636 1,969,879 1,974,335

Final 2017 dividend declared BER-S-tFXIRE - (1,126,779 > 5 . - - (1,126,779)
AtJune 30,2018 (Unaudited) ~ R=F-NExA=1H
(REER) 112,712 2,284,451 (23,165) - 1641554 233,678 10,384,511 14,633,741

EFRREERRAR « PHIFRE 2018 31

P <



>4

INTERIM CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

TR G E 2 DR

For the six months ended June 30, 2018 #HE _-_Z— \FA=+HIL/NEA

Available-
for-sale
investment Exchange
Share Share Merger  revaluation  Statutory  fluctuation  Retained
capital  premium resenve reserve resenve reserve profits Total
A
HERE
kE RAEE AURE  EHEE ARG EXRBRE SRks @t
RVB'000  RMB'000  RMB'OO0  RMB'OO0  RMB'OO0  RMB'000  RMB'000  RMB'000
ARETT ARETT ARETT ARETR ARETR ARETR AR%TT ARETT
(note 16)
(B 16)
At January 1, 2017 R=E-t%-A-H 12712 6715906 (23,169 201 1328212 437,741 5294271 13,865,877
Proft for the period BRg - - - - - - 1754799 1,754,799
Other comprehensive income ~ ERRE iz A0S -
for the period:
Changes in fai value of avallable- W]t HERBATEE
for-sale investments, net oftax ~ (BHS%E) - - - 3,723 - - - 3,723
Exchange differences on ranglation HEEHERNEL 28
of foreign operations - - - - - (14,474 - (74.474)
Total comprehensive income Bniralmes
for the period - - - 3,723 - (T4A74) 1754799 1,684,048
Final 2016 dividend declared BER-E- A EXIRE - (2148219 - - - - - (2148219
At June 30, 2017 (Unaudited) ~ R=F-tEAA=1H
(RBER) 1272 4567686 (23,169 3924 1328212 363267 7,049,070 13401706
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INTERIM CONDENSED CONSOLIDATED STATEMENT
OF CASH FLOWS

FHIFRPSHRERER

For the six months ended June 30, 2018 HZE _—ZE— N\EXA=1+HIL AR

For the six months ended June 30,
BZEANA=THLAEAR

2018 2017
—E-N\F T+t
Notes RMB’000 RMB’000
M5 ARETR AR¥EFT
(Unaudited) (Unaudited)
(REBEZR) (REEEZ)
CASH FLOWS FROM OPERATING &E&EZEFEBRERE
ACTIVITIES
Profit before tax B LR A 2,523,589 2,238,200
Adjustments for: PAT S EEL T
Fair value gains, net: N EWRFE
Financial assets at fair value BEAFEFABGCEMEE
through profit or loss 5(b) (6,404) -
Loss/(gain) on disposal of items of ~ HEWE - E MREEE
property, plant and equipment, net  &E1E, (k) FEE 5(b)/6(c) 3,169 (37)
Depreciation e 6(c) 294,178 275,052
Amortization of prepaid land lease  # #5781 + # T8 & 7B
payments 6(c) 6,697 6,620
Amortization of intangible assets BB EE 6(c) 518 650
Impairment/(reversal of impairment) 2 5 el BEZ0RE,
of trade receivables (RfE#EmE) 6(c) 3,903 (329)
Reversal of impairment of inventories 77 &5 (& # @l 6(c) - (793)
Interest income — bank deposits FBUA — SRITTER (23,010) (36,027)
Government grants recognised in F 18 25 P T 58 ) IR AT 8
profit or loss (12,679) (11,014)
2,789,961 2,472,322
Decrease/(increase) in pledged HIFEFOR L, (3Ehn)
deposits 7,983 (13,039)
Decrease/(increase) in trade and B 5 e ERIE K eI E 1%
bills receivables () 70,993 (429,411)
Decrease/(increase) in prepayments, JE[T3RIE - 14 & B R
deposits and other receivables R (8h0) 79,982 (103,690)
Decrease in inventories FERD 477,066 196,966
Decrease in trade and bills payables ‘& 5 [ (< 58 & fE A 24855 (5,832) (210,414)
Increase in other payables and H b eI K EEH B AL N
accruals 123,518 125,635
Cash generated from operations E&frERE 3,543,671 2,038,369
Tax paid EHIR (447,959) (456,746)
NET CASH FLOWS FROM KETEHMBESRETE
OPERATING ACTIVITIES 3,095,712 1,581,623
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

FHIBAAHRERER
For the six months ended June 30, 2018 #HZE —

)\E/\ﬂ +E|JJ:/\1 ﬂ

For the six months ended June 30,
BEAA=THLXEAR

2018 2017
—E-N\F —T—+tF
RMB’000 RMB’000
AR® T AR¥EFT
(Unaudited) (Unaudited)
RGEX) (REEEZ)
CASH FLOWS (USED IN/FROM  R&EE (Fi /), /Fi1g
INVESTING ACTIVITIES HeERE
Purchases of items of property, BEME WEAKHEIER
plant and equipment (653,344) (396,299)
Proceeds from disposal of items of  HEWE - HENLKREEH W
property, plant and equipment g maE 980 663
Additions to prepaid land lease A LA ERBERE
payments (26,703) -
Purchases of intangible assets BEETEE - (492)
Receipts of assets related B & 72 FERE TR AT #R B
government grants 2,000 10,810
Decrease in pledged bank deposits ~ E 3 # R 1717 F0R 2 15,482 -
Net (increase)/decrease of bank BITFEIROEM), A FEE
deposits (914,523) 616,352
Interest received from bank deposits B R 1777 2k SER A F B, 9,979 36,027
NET CASH FLOWS (USED IN) %R ¥&5E8 (Fif),FieRs
FROM INVESTING ACTIVITIES REFE (1,566,129) 267,061
CASH FLOWS USED IN METBRARERE
FINANCING ACTIVITIES
Dividends paid BEATRE (189,926) (2,148,219
NET CASH FLOWS USED IN METBRAREREFE
FINANCING ACTIVITIES (189,926) (2,148,219)
NET INCREASE/(DECREASE)IN R&RBELSZEWEMN
CASH AND CASH EQUIVALENTS (JBi4) B% 1,339,657 (299,535)
Cash and cash equivalents at HURESMREEED
beginning of period 6,763,775 7,986,383
Effect of foreign exchange rate [EXREHHF
changes 4,636 (74,474)
CASH AND CASH EQUIVALENTS HikB&RESZEY
AT END OF PERIOD 8,108,068 7,612,374
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
FHEAAHRERER

For the six months ended June 30, 2018 HE_-Z— N\FXA=1+HINEA

For the six months ended June 30,
BZEARA=1tHIEAEA

2018 2017
—E-N\F —T—+F
RMB’000 RMB’000
ARETR AREFT
(Unaudited) (Unaudited)
(REEXR) (REEEZ)
ANALYSIS OF BALANCES OF ReRBESEEYERIN
CASH AND CASH EQUIVALENTS
Cash at bank and in hand RITREFRS 7,711,740 7,031,814
Bank deposits with original maturity  [RE|EI B DA =18 A B4R 1T
of less than three months TR 396,328 580,560
Bank deposits with original maturity R ZI|H3 B #8:8 = 1@ B /YR 1T
of over three months FR 2,246,396 1,257,896
Cash and bank balances as stated in  B1 7k R Fr 5138 & M SR1T
the statement of financial position Ry 10,354,464 8,870,270
Less: Bank deposits with original B REIEA R BA=1E A
maturity of over three months RITIER (2,246,396) (1,257,896)
Cash and cash equivalents as stated REREXRMINBRERELE
in the statement of cash flows B 8,108,068 7,612,374
ENRMEEFRAE « RHI@RE 2018 35
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NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANCIAL STATEMENTS
o HA R AR A O B 3 SRR Y

2.1

36

CORPORATE INFORMATION

Dali Foods Group Company Limited (the “Company”) is an exempted
company incorporated in the Cayman Islands with limited liability under
the Companies Law of the Cayman Islands. The registered address of
the Company is Maples Corporate Services Limited, PO Box 309,
Ugland House, Grand Cayman, KY1-1104, Cayman Islands.

The Company is an investment holding company. The Company and
its subsidiaries (collectively referred to as the “Group”) are principally
engaged in the manufacturing and sale of food and beverage in
Mainland China.

In the opinion of the Company’s directors, the holding company of the
Company is Divine Foods Limited (the “Parent”), a company
established in the British Virgin Islands. The ultimate controlling
shareholders of the Company are Mr. Xu Shihui, Ms. Chen Liling and
Ms. Xu Yangyang (together known as the “Controlling Shareholders”).

BASIS OF PRESENTATION

The interim condensed consolidated financial statements for the six
months ended June 30, 2018 have been prepared in accordance with
HKAS 34 Interim Financial Reporting issued by the Hong Kong Institute
of Certified Public Accountants (the “HKICPA”) and the disclosure
requirements of the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited.

The 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 annual financial
statements for the year ended December 31, 2017, which have been
prepared in accordance with Hong Kong Financial Reporting Standards
(“HKFRS”) issued by the HKICPA.

The interim condensed consolidated financial statements have been
prepared under the historical cost convention except financial assets at
fair value through profit or loss which have been measured at fair value.
The interim condensed consolidated financial statements are presented
in Renminbi (“RMB”) and all values are rounded to the nearest
thousand except when otherwise indicated. These unaudited interim
condensed consolidated financial statements were approved for issue
by the Board on August 26, 2018.
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2.2

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

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 December
31, 2017, except for the adoption of the new and revised standards
effective on January 1, 2018 as set out below:

(@)

The following new standards and amendments to the standards
are mandatory for the first time for the financial year beginning

January 1, 2018:

Amendments to
HKFRS 2

Amendments to

HKFRS 4

HKFRS 9

HKFRS 15

Amendments to
HKFRS 15

Amendments to
HKAS 40
HK(IFRIC)-Int 22

Annual Improvements
2014-2016 Cycle

Classification and Measurement of
Share-based Payment Transactions

Applying HKFRS 9 Financial Instruments
with HKFRS 4 Insurance Contracts

Financial Instruments

Revenue from Contracts with
Customers

Clariffications to HKFRS 15 Revenue from
Contracts with Customers

Transfers of Investment Property

Foreign Currency Transactions and
Advance Consideration

Amendments to HKFRS 1 and HKAS 28

The impact of the adoption of HKFRS 9 Financial Instruments
and HKFRS 15 Revenue from Contracts with Customers is

disclosed in Note 3 below. The other standards do not have an

impact on the Group’s financial statements.
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B FS B & OF B 15 SRR M A

2.2 SIGNIFICANT ACCOUNTING POLICIES
(continued)

()

38

Dali Foods Group Company Limited

The Group has not applied the following new and revised
HKFRSs, which have been issued but are not yet effective, in
these financial statements:

Amendments to Prepayment Features with Negative

HKFRS 9 Compensation’
Amendments to Sale or Contribution of Assets between
HKFRS 10 an Investor and its Associate or

and HKAS 28 (2011)  Joint Venture®

HKFRS 16 Leases'

HK(IFRIC)-Int 23 Uncertainty over Income Tax
Treatments'

HKFRS 17 Insurance Contracts?

Amendments to
HKAS 28

Annual Improvements
2015-2017 Cycle

Long-term Interests in Associates and
Joint Ventures'

Amendments to HKFRS 3, HKFRS 11,
HKAS 12 and HKAS 23!

| Effective for annual periods beginning on or after January 1,

2019

2 Effective for annual periods beginning on or after January 1,
2021

s No mandatory effective date yet determined but available

for adoption
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

CHANGES IN ACCOUNTING POLICIES

This note explains the impact of the adoption of HKFRS 9 Financial
Instruments and HKFRS 15 Revenue from Contracts with Customers
on the Group’s consolidated financial statements and also discloses
the new accounting policies that have been applied from January 1,
2018, where they are different to those applied in prior periods.

(@

HKFRS 9 Financial Instruments — Impact of
adoption

The Group has adopted HKFRS 9 Financial Instruments from
January 1, 2018. The Group did not restate comparative
information and has recognised transition adjustments against
the opening balance of equity at January 1, 2018. The impacts
relate to the classification and measurement and the impairment
requirements and are summarised as follows:

Classification and Measurement

Upon adoption of HKFRS 9, the classification and measurement
of financial assets depends on two assessments: the entity’s
business model for managing the financial asset and the financial
asset’s contractual cash flow characteristics. Except that the
Group’s available-for-sale investments were reclassified as
financial assets at fair value through profit or loss as at January 1,
2018, the adoption of HKFRS 9 has had no significant impact on
the classification and measurement of its financial assets. The
Group continues measuring at fair value all financial assets
currently held at fair value and at amortised cost all financial
assets currently held at amortised cost.

All regular way purchases or sales of financial assets are
recognised and derecognised on a trade date basis. Regular way
purchases or sales are purchases or sales of financial assets that
require delivery of assets within the time frame established by
regulation or convention in the marketplace.

All recognised financial assets are classified at initial recognition,
as subsequently measured in their entirety at either amortised
cost or fair value, depending on the classification of the financial
assets.

B FS B & OF B 15 3R R M R
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
B FS B & OF B 15 SRR M A

3. CHANGES IN ACCOUNTING POLICIES
(continued)

40

(@

Dali Foods Group Company Limited

HKFRS 9 Financial Instruments — Impact of
adoption (continued)

Classification and Measurement (continued)

The Group classifies all of its financial assets based on the
business model for managing the asset and the asset’s
contractual terms of the cash flows, measured at either:

° Amortised cost; or
° Fair value through profit or loss

Debt instruments that meet the following conditions are
subsequently measured at amortised cost:

° the financial asset is held within a business model whose
objective is to hold financial assets in order to collect
contractual cash flows; and

o the contractual terms of the financial asset give rise on
specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

A financial asset shall be measured at fair value through profit or
loss unless it is measured at amortised cost or at fair value
through other comprehensive income. Under HKAS 39, the
Group’s wealth management products were classified as
available-for-sale investments. Upon transition the available-for-
sale investment reserve relating to wealth management products,
which had been previously recognised under accumulated other
comprehensive income, was reclassified to retained profits.

The Group classifies and measures its trade and other

receivables, pledged deposits and cash and bank balances at
amortised cost.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

CHANGES IN ACCOUNTING POLICIES
(continued)

(@

B FS B & OF B 15 3R R M R

3. BRHX2E (&)

HKFRS 9 Financial Instruments — Impact of (@) BEEAUBBREERNFIR2H
adoption (continued) TH — R E(E)
Classification and Measurement (continued) S ERFE (F)
The Group has elected to present in profit or loss changes in the NEERIEBNBREZY I E AT
fair value of all its wealth management products previously HHERENA LB ERHAF
classified as available-for-sale investments, because these B RRAXSRELRERAES
investments did not pass the contractual cash flow BEITEREIRANRERERFM
characteristics test in HKFRS 9. The following tables show the AlE, o TRBERAMS(ERTEB ERH
adjustments recognised for each individual line item. Line items R AT EHMEEEENER T
that were not affected by the changes have not been included. FANE
December 31, January 1,
2017 HKFRS 9 2018
—E—+tF &
Statement of financial +=A B &R & —E—N\&E
position (extract) B AR R R (%) =+—H R —HB—H
Available-for-sale investments  AJftHE R E 250,240 (250,240) -
Financial assets at fair value BAEER ABZEN
through profit or loss TREE - 250,240 250,240
Impairment Hi1E
HKFRS 9 requires an impairment on debt instruments recorded BB FHREERE ORI
at amortised cost that are not accounted for at fair value through ARG B A IER R A B 15 5 24
profit or loss under HKFRS 9, to be recorded based on an Al 9 IE AP EF ABE ARG
expected credit loss model either on a twelve-month basis or a BITARE  BRE+T @A EER
lifetime basis. The Group applies the simplified approach and AR AFHEERBREREBE
record lifetime expected losses of trade receivables. The Group R a8t - NEEERABA LKA
applies the general approach to other debt instruments recorded B 5 FE YR IEEE (B ] 5 A F B TR HR
at amortised cost. The impacts relating to the provision for E5i8 o NREEEIRE N AN E
impairment are immaterial. fh B TARA—ME - ERERE
EANTEMTRIE -
The Group recognises an allowance for expected credit losses AEERT IR AT EFABREEE
(ECLs) for all debt instruments not held at fair value through profit A EB I AEREMREE ISR
or loss. ECLs are based on the difference between the - BEMEEEE D ERBERS O
contractual cash flows due in accordance with the contract and HIM & IR &7 2 B 7R B T8 2 U ER
all the cash flows that the Group expects to receive, discounted WiR R I8 B F R AR FI TR 8
at an approximation of the original effective interest rate. The EReRE L MNETEETE - BH
expected cash flows will include cash flows from the sale of RenegeELEmsERnka
collateral held or other credit enhancements that are integral to AT B et EE A RS EH
the contractual terms. BrRRESRE -
ENRMEEEGRAR « PHHRE 2018 4
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3. CHANGES IN ACCOUNTING POLICIES
(continued)

42

(@)

(b)

Dali Foods Group Company Limited

HKFRS 9 Financial Instruments — Impact of
adoption (continued)

Impairment (continued)

ECLs are recognised in two stages. For credit exposures for
which there has not been a significant increase in credit risk since
initial recognition, ECLs are provided for credit losses that result
from default events that are possible within the next 12-months (a
12-month ECL). For those credit exposures for which there has
been a significant increase in credit risk since initial recognition, a
loss allowance is required for credit losses expected over the
remaining life of the exposure, irrespective of the timing of the
default (a lifetime ECL).

For trade receivables, the Group applies a simplified approach in
calculating ECLs. Therefore, the Group does not track changes
in credit risk, but instead recognises a loss allowance based on
lifetime ECLs at each reporting date. The Group has established
a provision matrix that is based on its historical credit loss
experience, adjusted for forward-looking factors specific to the
debtors and the economic environment.

HKFRS 15 Revenue from Contracts with Customers
— Impact of adoption

HKFRS 15 supersedes HKAS 11 Construction Contracts, HKAS
18 Revenue and related Interpretations and it applies to all
revenue arising from contracts with customers, unless those
contracts are in the scope of other standards. The new standard
establishes a five-step model to account for revenue arising from
contracts with customers. Under HKFRS 15, revenue is
recognised at an amount that reflects the consideration to which
an entity expects to be entitled in exchange for transferring
goods or services to a customer.

The standard requires entities to exercise judgement and to take
into consideration all of the relevant facts and circumstances
when applying each step of the model to contracts with their
customers. The standard also specifies the accounting for the
incremental costs of obtaining a contract and the costs directly
related to fulfiling a contract.

The Group has adopted HKFRS 15 using the modified
retrospective method of adoption.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

CHANGES IN ACCOUNTING POLICIES
(continued)

(b)

HKFRS 15 Revenue from Contracts with Customers
— Impact of adoption (continued)

Sales of goods

The Group manufactures and sells food and beverage. Sales are
recognised when control of the products has transferred, that is
when the products are delivered to the customer, the customer
has full discretion over the channel and price to sell the products,
and there is no unfulfilled obligation that could affect the
customer’s acceptance of the products. Delivery occurs when
the products have been shipped to the specific location
according to the specified contract terms, the risks of
obsolescence and loss have been transferred to the customer,
and either the customer has accepted the products in
accordance with the sales contract, the acceptance provisions
have lapsed, or the Group has objective evidence that all criteria
for acceptance have been satisfied. Therefore, the adoption of
HKFRS 15 has had no impact on the timing of revenue
recognition.

Variable consideration

° Rights of return

The Group’s obligations to provide a refund for faulty
products are under the standard warranty terms.
Accumulated experience is used to estimate such returns
at the time of sale. Because of the large volume and low
value of each individual product, the amount of products
returned were immaterial. It is highly probable that a
significant reversal in the cumulative revenue recognised
will not occur. Therefore, no refund liability for goods return
was recognised. The validity of this assumption and the
estimated amount of returns are reassessed at each
reporting date. As a result, there was no accounting impact
on refunds from applying HKFRS 15.

° Volume incentive rebates

The food and beverage are sold with volume incentive
rebates for certain customers based on aggregate sales
over a period of time. Revenue from these sales is
recognised based on the price specified in the contract,
net of the estimated volume incentive rebates.
Accumulated experience is used to estimate and provide
for the rebates, and revenue is only recognised to the
extent that it is highly probable that a significant reversal
will not occur.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

>4

B FS B & OF B 15 SRR M A

OPERATING SEGMENT INFORMATION

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

(@  Manufacturing and sale of food;
(b)  Manufacturing and sale of beverage; and
(c)  Others.

The “Others” segment comprises the sale of packing materials in
relation to the production of food and beverage.

Management monitors the gross profit of the Group’s operating
segments separately for the purpose of making decisions about
resource allocation and performance assessment. No analysis of the
Group’s assets and liabilities by operating segment is disclosed as it is
not regularly provided to the chief operating-decision maker for review.

@ HERBER®:
b) HEERBEHRE: &
) Efho

[Efs ] DHREHERRmERHEER

EREEBERAKEEENHNOEN 54
LA ERD B R FRAFEHORE - B
BREASERENHEENRABNIN
WHRBEREIMEEERRR THREE
BERREEN -

For the six months ended June 30, 2018
HE-Z2-N\EXA=+HLXEAR

For the six months ended June 30, 2017
HE-T &~ A=+HL~ER

(Unaudited) (Unaudited)
(REER) (REEER)
Food  Beverage Others Total Food Beverage Others Total
B BB Hity @t R B Hit, Bt
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARSTT ARETT ARBTR ARETR ARETT ARETRT ARETT ARETR
Segment revenue 2 E
Sales to external customers HETFINERF 5,101,492 5,306,933 603,795 11,012,220 4,832,209 4,474,405 582,300 9,888,914
Segment gross profit 2EEF 1,786,877 2,530,969 19,747 4,337,593 1,718,276 2,079,549 17,797 3,815,622
Reconciliation: iR -
Other income and gains HA WA R 296,025 280,230
Seling and distribution THE RIEHAY
expenses (1,825,164) (1,620,198)
Administrative expenses THREX (284,865) (237,454)
Profit before tax BREE AR A 2,523,589 2,238,200
Other segment information: ~ E At E&H :
Depreciation and amortization 78 K # £ 73,147 200,212 - 273,359 68,319 190,063 - 258,382
Capital expenditure EwNEES
Allocated [ma 99,398 553,357 - 652,755 132,586 248,682 - 381,268
Unallocated P 27,292 15,523
680,047 396,791
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

OPERATING SEGMENT INFORMATION
(continued)

Geographical information

Since over 90% of the Group’s revenue and operating profit were
generated from the sale of food and beverage in Mainland China and
over 90% of the Group’s non-current assets were located in Mainland
China, no further geographical information in accordance with HKFRS
8 Operating Segments is presented.

Information about major customers

Since none of the Group’s sales to a single customer amounted to
10% or more of the Group’s total revenue for the reporting period, no
major customer information in accordance with HKFRS 8 Operating
Segments is presented.

REVENUE, OTHER INCOME AND GAINS

Revenue represents the net invoiced value of goods sold, after
allowances for rebate and trade discounts.

An analysis of revenue from contracts with customers, other income
and gains is as follows:

(@  Revenue from contracts with customers:

4,

B FS B & OF B 15 3R R M R

REDHES (&)

o 32 &

B 7 N B2 8 9 Q0% JA | Uk 25 K 48 42 34 1| 3k
BEFEAMEERBRER  BEAEHE
#90% M IERBNE EM R B A - P
EIBIRE AN REERFERACE 5 50
25 F S IR ER o

FREEEFNESR

HREAEENE -TEPNHEGRAE
B R BB ER 9 10% S BA | - B0 A
REBEVMHBHRELEANFSRLLSH2
JEBEFER -

WA - B AR W

WAREMHERRFE (FRENEEE
FNLER) -

B AEHWA - HAb U AR & 89 5 7 40
T

@ EPALRA:

For the six months ended June 30,
BZEARNA=tTHLAEAR

2018 2017

—B-N\F —T—tF

RMB’000 RMB’000

ARET R ARBT T

(Unaudited) (Unaudited)

(REER) (REEEZ)

Sale of goods HEEY 11,012,220 9,888,914

For the six months ended June 30,
BEAA=THLEAREAR

2018 2017

—E-N\F —F—tF

RMB’000 RMB’000

AR®T R AREFT

(Unaudited) (Unaudited)

(REEZR) (REEZ)

Goods transferred at a point of time N ER R EEN T 11,012,220 9,888,914
ENRREEBRAR « FEHRS 2018 45



NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
> B FS B & OF B 15 SRR M A

5. REVENUE, OTHER INCOME AND GAINS 5. WA - Hftlh A R Uz (&)
(continued)

(o)  Other income and gains: ) EMUARUas -

For the six months ended June 30,
BZEARA=1THLEAREAR

2018 2017
—E-N\F —T i
RMB’000 RMB’000
ARBTR ARBTT
(Unaudited) (Unaudited)
(REERK) CREEZ)
Bank interest income RITHBUA 131,570 137,584
Government grants* BT 4 B 93,791 116,134
Income from sales of scrap, net HEEARKAFE 35,019 20,084
Fair value gains, net: N EWREFRE
Financial assets at fair value BRATEAABNERMEE
through profit or loss 6,404 -
Gain on disposal of items of property, HEWE WMEMREBER
plant and equipment AUk =5 55 37
Foreign exchange differences, net MEH ZRFE 29,186 6,391
296,025 280,230
* Government grants include various subsidies received by * BT @ BEARNTHHER
the Company’s subsidiaries from the relevant government T & A8 7 T R R U B Y B
bodies in connection with enterprise expansion and RN RIES AN EE
efficiency enhancement. There are no unfulfilled conditions WAL o AL R AR
or contingencies related to these grants. ek E s REIE o
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

B FS B & OF B 15 3R R M R

6. PROFIT BEFORE TAX 6. PBRFIANREF
The Group’s profit before tax is arrived after charging/(crediting): 7N &= B R B AR M &% (B ) BA
THIBBER
For the six months ended June 30,
BZEARA=1THLEAREAR
2018 2017
—E-N\F —E—+tF
RMB’000 RMB’000
ARMT R ARBTT
(Unaudited) (Unaudited)
(REER) (REEEIZ)
(a) Cost of sales: (@) SHERZA:
Cost of inventories sold FEEERA 5,732,382 5,414,920
(b) Employee benefit expenses b) EERIFX(BRESR
(including directors’ and chief TERBRFH)
executive’s remuneration):
Wages and salaries TERF < 1,012,791 850,335
Pension scheme contributions, social BRRSETEIHR - t2EF &
welfare and other welfare Hi@H 125,210 89,243
1,138,001 939,578
(c) Otheritems: (c) HfbEA :
Depreciation e 294,178 275,052
Amortization of prepaid land lease TEA AR & FE 8
payments 6,697 6,620
Amortization of intangible assets | E R 518 650
Promotion and advertising expenses HEREERY 1,044,469 941,765
Logistics expense YrmE 298,403 271,795
Auditors’ remuneration 1% E AN BN & 1,500 1,500
Research and development costs B Ak AX 34,302 33,911
Minimum lease payments under KEHENRERENRK
operating leases:
Land and buildings TH RAEF 9,519 9,416
Foreign exchange differences, net MEHEZREFE (29,186) (6,391)
Fair value gains, net: A EREFE
Financial assets at fair value through BAFEFABENS R
profit or loss (note 5(b)) EE (MaF5b) (6,404) -
Bank interest income (note 5(b)) RITRIE WA (HaE50b)) (131,570) (137,584)
Government grants (note 5(b)) AT Bh (KA 5(0) (93,791) (116,134)
Loss on disposal of items of property, HEME BELREEE
plant and equipment K EE 3,224 -
Impairment/(reversal of impairment) of B S REWEESRE, CRE
trade receivables KI#EE]) 3,903 (329)
Reversal of impairment of inventories FEREMHED = (793)
ENRMEEEGRAR « PHHRE 2018 47
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
B FS B & OF B 15 SRR M A

6.

48

PROFIT BEFORE TAX (continued)

The depreciation of property, plant and equipment and amortization of
prepaid land lease payments and other intangible assets are included
in “administrative expenses”, “selling and distribution expenses” and
“cost of sales” in the interim condensed consolidated statement of

profit or loss and other comprehensive income.

Research and development costs are included in “administrative
expenses” and “cost of sales” in the interim condensed consolidated
statement of profit or loss and other comprehensive income.

INCOME TAX

The Group is subject to income tax on an entity basis on profits arising
in or derived from the jurisdictions in which members of the Group are
domiciled and operate.

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

On March 21, 2018, the Hong Kong Legislative Council passed The
Inland Revenue (Amendment) (No. 7) Bill 2017 (the “Bill”) which
introduces the two-tiered profits tax rates regime. The Bill was signed
into law on March 28, 2018 and was gazetted on the following day.

Under the two-tiered profits tax rates regime, the first HK$2 million of
profits of qualifying corporation will be taxed at 8.25%, and profits
above HK$2 million will be taxed at 16.5%. For the period ended June
30, 2018, Hong Kong Profits Tax of the qualified entity is calculated in
accordance with the two-tiered profits tax rate regime. The profits of
other entities not qualifying for the two-tiered profits tax rates regime
will continue to be taxed at the flat rate of 16.5%.

The two-tiered profits tax rates regime will be applicable to one of the
Company’s subsidiaries incorporated in Hong Kong for its annual
reporting periods ending on or after April 1, 2018 (the six months
ended June 30, 2017: 16.5%). No provision for Hong Kong profits tax
has been made as the Group had no assessable profits arising in Hong
Kong during the six months ended June 30, 2018 (the six months
ended June 30, 2017: Nil).
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PP AR AP HIE A SRS R E 4R
AR [TTBRF ) R [HERA]

PG ®i

AR EARAEER B A TEHERISH
B RIRHEIR 2 5 SR 1 5% % AR S W3k
FIIRE 887 RIS B -

REFASHEREBELESNRA LR
Bl REEBAFGREMNFEHSRRE
BRREBFEH

RZE-NE=A=-+—8  FHEIFE
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

INCOME TAX (continued)

Under the Income Tax Law of the People’s Republic of China (the
“PRC”), the Company’s subsidiaries that are established in the PRC
are subject to income tax at a base rate of 25% (the six months ended
June 30, 2017: 25%), except for some subsidiaries which are subject
to a preferential income tax rate of 15%, as approved by the relevant
local tax authorities in 2015, in different periods from January 1, 2014
to December 31, 2020.

The major components of income tax expense are as follows:

B FS B & OF B 15 3R R M R

Frig®t (&)
BEREARLME(HE]) EHE
fE P B AR S B AN A BB B A B 7B 25% (&
ET—EFXNA=ZTHLENER  25%)
R RBNFTSH - DB A RIBRIN
HR - AELEE RS HERRE -
W_ZE—NE—-A—HE-T-_TF+=
A=+— B8O TRPMIZ15% N EEME
TR -

FERME R EBARBHMT

For the six months ended June 30,
BZEARA=1tHILEAEA

2018 2017

—E-N\F .

RMB’000 RMB’000

ARET R ARBEFT

(Unaudited) (Unaudited)

(REER) (REEEZ)

Current tax: BERTRIE -

Income tax in the PRC for the period AP BPTSH 562,541 520,602
Deferred tax BRI IE (8,831) (37,201)

Total tax charge for the period HANTRIA S K485 553,710 483,401

DIVIDENDS PAYABLE

A final dividend of HK$0.100 (equivalent to approximately RMB0.081)
per ordinary share totalling HK$1,369,412,000 (equivalent to
approximately RMB1,126,779,000) was approved at the annual general
meeting in May 2018, among which HK$205,412,000 (equivalent to
approximately RMB169,017,000) and HK$25,412,000 (equivalent to
approximately RMB20,909,000) were paid to public shareholders and
the Controlling Shareholders respectively in June 2018. The remaining
balance of HK$1,138,588,000 (equivalent to approximately
RMB959,944,000) due to the Controlling Shareholders was recognised
as a liability as at June 30, 2018 and has been scheduled to be paid in
September 2018 when the time deposits of HK$1,100,000,000 placed
in March 2018 would be mature. Such arrangement was agreed by the
Controlling Shareholders in March 2018 before the annual results
announcement on March 19, 2018.

BARE

BT ERA0.1008 T (HERHARE
0.0817%) A $£1,369,412,0007% 7T (85 7
4N R #1,126,779,000 7T ) #9 R B R 2 7
—E- N\FRANBREBERS L -
B F205412,0008 T(HHEROARE
169,017,000 7T ) K 25,412,000 7T (48 &
4 AR 20,909,000 TT) A —F— \E X
BORENFTABRERIERAE - ER
7 % A% B H) £ %8 1,138,588,00078 T (A%
AR # 959,944,000 7T) A —ZF — \4F
NAZTHERAEE  WHERZZ—AN
= A1FHTH91,100,000,000 % 7T 5 EATF 7K
B SER TN NFNLAINM %
TR T N\EZAEREEENR =T
—N\FE=ZA+ LB AMHZBEER R

=
B °
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
B FS B & OF B 15 SRR M A

50

DIVIDENDS PAYABLE (continued)

The board of directors resolved to declare an interim dividend of
HK$0.085 (equivalent to approximately RMBO0.074) per ordinary share
totaling HK$1,164,000,000 (equivalent to approximately
RMB1,0183,844,000) for the six months ended June 30, 2018 (the six
months ended June 30, 2017: HK$1,369,412,000 (equivalent to
approximately RMB1,168,739,000)).

EARNINGS PER SHARE ATTRIBUTABLE TO
ORDINARY EQUITY HOLDERS OF THE
PARENT

The calculation of the basic earnings per share amount is based on the
profit for the period attributable to ordinary equity holders of the parent,
and the weighted average number of ordinary shares of
13,694,117,500 (June 30, 2017: 13,694,117,500) in issue during the
period.

The Group had no potentially dilutive ordinary shares in issue during the
six months ended June 30, 2018 and 2017.

The calculation of basic earnings per share is based on:

BARE (&)

EECHEARREBE T N\FAA=1+H
LE7NE A TR HARR B &A% A% 0.085 %8
T(HERHAREILL) & X
1,164,000,0007 (A E R B A R
1,013,844,0007T) (BLEZT —tF X A
=+ H 1A :1,369,412,0007 Jt (8
LR AR 1,168,739,0007T)) °

BRAREBRERSEE ARG
BRER

BREABFNSEDNREI Q)L BRE
wHRBABEBNET RN ETER
P& #9048 - 159 £013,694,117,500 i% ( = &
—+tFXA=+H :13,694,117,5001%) &+

o o
>t

AEBRBE-_Z—\FEER_ZFT—+tFX
A=tHBLERNEANEALBERETZEN
BETEER -

SRR TYREA THH -

For the six months ended June 30,
BZEARA=1THLEAREAR

2018 2017
—E2-N\F —T—+F
RMB’000 RMB’000
ARBTR ARBTT
(Unaudited) (Unaudited)
(REER) (REEEIZ)
Earnings BF|
Profit attributable to ordinary equity holders — BF 2\ B & i@ AR iz 158 A JEAE S5 F
of the parent 1,969,879 1,754,799
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
B FS B & OF B 15 3R R M R

EARNINGS PER SHARE ATTRIBUTABLE TO 9. B AREEREREFEAEWN

ORDINARY EQUITY HOLDERS OF THE BRER (&)
PARENT (continued)
Number of shares
BRHEE
June 30, 2018 June 30, 2017
—E-N\E —E—+tF
~A=+H ~NAZ=Z+H
(Unaudited) (Unaudited)
(REER) (REEEIZ)
Shares gl
Weighted average number of ordinary shares % 2 2517 & 3@ AR 40 N4 £ 15
in issue during the period 13,694,117,500 13,694,117,500
Earnings per share BREF
Basic and diluted (RMB) EARAREE(ARET) 0.14 0.13
PROPERTY, PLANT AND EQUIPMENT 10. ¥ - BMERRE
Acquisitions and disposals WERHE
During the six months ended June 30, 2018, the Group acquired items REBEZEZZTE—-NFAA=ZT+HLEARER -
of property, plant and equipment at a cost of RMB399,655,000 (the six 7N & [E LARK AR A R ¥ 399,655,000 7T (Bl &
months ended June 30, 2017: RMB345,642,000). ZE—tFRA=ZTHIEAER: AR
345,642,0007T) WiE M % - B F R R #1E
g o
Items of property, plant and equipment with a net book value of AEERBEZZ—\FAA=THLER
RMB4,774,000 were disposed of by the Group during the six months BAMEEDE  BFERZEEEOERER
ended June 30, 2018 (the six months ended June 30, 2017: EEABAREATIA000TT(BE-_T—+
RMB626,000). FARAA=+AHIEANEA: ARM626,000
JT) e
PREPAID LAND LEASE PAYMENTS 11. AL uEERE
Acquisitions and disposals WERHE
During the six months ended June 30, 2018, the Group acquired REZE-ZE—-N\FXA=ZF+HLEAREAR "
prepaid land lease payments at a cost of RMB12,838,000 (the six N5 B BARK AR A R 512,838,000 7T U BE T8
months ended June 30, 2017: Nil). FHHERB(EBE_E—+F A=+
HIERMEA &) -
No prepaid land lease payments were disposed of during the six REBEEZZE-NFA=TAHIEA~EA -
months ended June 30, 2018 (the six months ended June 30, 2017: BMELEREN T wHAERE(EHZE_T—+
Nil). FRNAB=ZFTRHIEAER:Z) -
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}4 B FS B & OF B 15 SRR M A

12. INVENTORIES 12. 78
As at As at
June 30, December 31,
2018 2017
R=ZZ—-N\F RZZT—t5F
ARA=+H  +ZHA=+—H
RMB’000 RMB’000
ARET R ARBEFT
(Unaudited) (Audited)
(REEZ) (&%)
Raw materials and packaging materials EME R B EME 722,972 952,089
Finished goods X & 133,166 381,115
856,138 1,333,204

13. TRADE AND BILLS RECEIVABLES

13. EZBURREREREE

As at As at

June 30, December 31,

2018 2017

R-ZZE—NE RZZE—+F

AAH=+H +ZA=+—H

RMB’000 RMB’000

AR® T ARBTT

(Unaudited) (Audited)

(REEZX) (&%)

Trade receivables B 5 EWGRIE 988,927 1,085,861
Bills receivable R EE 27,101 3,003
Impairment A (6,022) (3,962)
1,010,006 1,084,902

52 Dali Foods Group Company Limited
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

13. TRADE AND BILLS RECEIVABLES (continued)

The credit period ranges from 30 to 90 days. The aging analysis of
trade and bills receivables (net of impairment losses for bad and
doubtful debts) at the end of the reporting period, based on the invoice
date, is as follows:

13.

B FS B & OF B 15 3R R M R

BEZRUWRERERRRE (&)

FEAENFI0ERX « REEHAR -
SARELNE ZRKFIEREKRRESN
R DT (B RERABEEE) 5 R0
T

As at As at

June 30, December 31,

2018 2017

R=Z—-NEF RZZT—t5F

~A=+H +=—A=+—H

RMB’000 RMB’000

AR®T T AEBTT

(Unaudited) (Audited)

(REEER) (F&ER)

Within 90 days 90K 985,607 1,054,994
91 to 180 days 91 £180K 20,780 18,031
181 to 365 days 181 £ 365K~ 3,619 11,877
1,010,006 1,084,902

The movements in provision for impairment of trade and bills
receivables are as follows:

Z o RNFIAR ERERREREZSH N
T

As at As at

June 30, December 31,

2018 2017

R=Z—NEF RZZT—tF

RA=tH +ZA=t—H

RMB’000 RMB’000

AR®T T ARBTT

(Unaudited) (Audited)

(REEX) (FEE=)

At beginning of period/year REEH) 3,962 2,899

Impairment losses recognised BERREERE 4,878 3,235

Bad debt written off AR (1,843) -

Reversal of impairment HER D (975) (2,172)

At end of period/year REFR 6,022 3,962
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B FS B & OF B 15 SRR M A

13. TRADE AND BILLS RECEIVABLES (continued)

Bills receivable are bank acceptance bills that are unconditionally
accepted by banks within the maturity period, and there is no provision
for impairment of bills receivable. Included in the above provision for
impairment of trade and bills receivables are trade receivables with
expected credit losses. The expected credit loss model as at June 30,

14.

54

2018 is as follows:

13. EZRIRERERRE (&)

EWRIE RIMITALIESR - REWHAR -
BIRTTERF RS - MEKREERERE
B L8 5 RUGRIE R EREERE
BRESKITRENEEBENE ZRYGK
HeR-_E-N\FRA=ZTHNEHEE
EERERMT

Within 90 days 91 to 180 days 181 to 365 days Total
90HR 91Z180H 181 Z365H et
Expected credit loss rate  JEHR{E B A X 0.55% 1.24% 12.25%
Total gross carrying EARERE
amount of default 967,949 16,854 4,124 988,927
Expected credit loss TEERE B E 1R 5,308 209 505 6,022
FINANCIAL ASSETS AT FAIR VALUE 14, EAFEFARENEHEE
THROUGH PROFIT OR LOSS
As at As at
June 30, December 31,
2018 2017
R-Z2—N\F NZZT—tF
~A=+H +=-—A=+—8H
RMB’000 RMB’000
ARBT T ARBTIT
(Unaudited) (Audited)
(REBER) (fEEZ)
Available-for-sale investments AEHERE - 250,240
Financial assets at fair value through BAFESABSENGMEE
profit or loss 256,404 -
256,404 250,240

The financial assets at fair value through profit or loss were wealth
management products issued by banks in the PRC with an expected
interest rate of 5.0% per annum and a maturity period of 190 days.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
B FS B & OF B 15 3R R M R

15. TRADE AND BILLS PAYABLES

15. ESRANREREMNERE

As at As at

June 30, December 31,

2018 2017

R=Z—N\F RIZT—+%F

ARA=+H +ZA=+—H

RMB’000 RMB’000

ARBTR ARETTT

(Unaudited) (Audited)

(REBER) (&%)

Trade payables & SN HRIE 860,679 850,827
Bills payable NS 22,768 38,452
883,447 889,279

An aging analysis of the trade and bills payables at the end of the
reporting period, based on the transaction date, is as follows:

RBERR - REXSZ AR ONE 5 E
MR R ENERNRESITAOT :

As at As at

June 30, December 31,

2018 2017

R=ZZE—NEF RZE—tF

ANA=+H +=—A=+—8

RMB’000 RMB’000

AR®BT T ARBTT

(Unaudited) (Audited)

(REEFEX) (f&E=)

Within 90 days 0KA 851,125 863,186
91 to 365 days 91 £ 365K 26,921 17,992
110 2 years 1E2%F 5,387 6,815
Over 2 years 2F Ak 14 1,286
883,447 889,279

The bills payable were secured by the pledge of the Group’s short-term
deposits of RMB16,035,000 at June 30, 2018 (December 31, 2017:
RMB24,018,000). The trade payables are non-interest-bearing and
normally settled within 30 days. The bills payable are non-interest-

bearing and normally settled within 90 days.

R-Z—-NEXA=+H KEEWERN
SR DAE R H 58 HiF ;A R #16,035,000
TEEFE(CZE—+F+=ZA=+—H: A
R #24,018,0007t ) » & 5 B B 5t
B —MHROXANEE - BNEZETE

B RO RANAEE -
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

B FS B & OF B 15 SRR M A

>4

16. SHARE CAPITAL 16. R
Shares gvis
As at As at
June 30, December 31,
2018 2017
R=Z2—NEF RZE—tF
~HA=+H +=—A=+—H
RMB’000 RMB’000
ARETR AR®ET T
(Unaudited) (Audited)
(REBEZR) (FEEZ)
Authorised: JETE
50,000,000,000 ordinary shares of 50,000,000,000 & &% 0.01 7T
HK$0.01 each (December 31, 2017: 2EBER(ZE—+F+ZA
50,000,000,000 ordinary shares of =-+—H : 50,000,000,000 f&
HK$0.01 each) FHR0.01 BT BEAR) 409,085 409,085
Issued and fully paid: BEETRERE
13,694,117,500 ordinary shares of 13,694,117,500 (% &% 0.01 & 7T
HK$0.01 each (December 31, 2017: 2EBR(ZE—EFT A
13,694,117,500 ordinary shares of =+—H :13,694,117,500 &
HK$0.01 each) % 0.01 Bz ERk) 112,712 112,712
17. COMMITMENTS 17. A&

(@) Capital commitments

The Group had the following capital commitments at the end of

the reporting period:

(a) EAREFH

ot
E=e

RBMEHR > REBEF AT ERA

As at As at
June 30, December 31,
2018 2017
R=-Z2—NEF RZZ—tF
~A=+H +=—A=+—H
RMB’000 RMB’000
ARET R AR®EF T
(Unaudited) (Audited)
(REBEZ) (fEE=%)
Contracted, but not provided for: EREIEICES{:E
Property, plant and equipment ME - BE KERE 429,756 420,638
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
THERAHUBREMNTE < P

17. COMMITMENTS (continued) 17. &&# (&)
(b) Operating lease commitments (b) REHEEHAHE
At the end of the reporting period, the Group had total future REREHIE - ANE BT AL
minimum lease payments under non-cancellable operating lease ERENZBE N ZARSEBETIELE
payables as follows: T
As at As at
June 30, December 31,
2018 2017
RZZ-N\F RZE—+%F
~A=tH +ZA=+—H
RMB’000 RMB’000
AR¥T T ARETT
(Unaudited) (Audited)
(REBEX) (&%)
Within one year —F R 19,788 18,671
In the second to fifth years, inclusive MERF(BIEERME) 29,446 36,752
49,234 55,423
18. RELATED PARTY TRANSACTIONS 18. Bt AR5
(@) Transactions with related parties: (a) BHEEHBAZXS
Dali Century Hotel Co., Ltd., and Fujian Dali Foods Group Co., EFHAEESR AT RBEENE
Ltd. are companies controlled by the Controlling Shareholders. MEBEAR AR AR Z A
) o
Sales of products: EmiEes

For the six months ended June 30,
BZEASA=1THLEAREA

2018 2017

—z-N& —T—tf

RMB’000 RMB’000

AR%T R ARETT

(Unaudited) (Unaudited)

(REEER) (REEEIZ)

Dali Century Hotel Co., Ltd. EFH RS BRAR 73 70
The sales to Dali Century Hotel Co., Ltd. were made according EERMABEERATEL 26
to the published prices and conditions offered to the major TERBRHETASEEETERZFPZEA

customers of the Group. BRI 31T ©
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18. RELATED PARTY TRANSACTIONS (continued) 18.

(@)

58

Dali Foods Group Company Limited

Transactions with related parties: (continued)

Rental expenses:

BB L X5 (&)
@ EHEEBLzZX5 (&)
B -

For the six months ended June 30,
BEAA=THLEREA

2018 2017

—E-N\F —T—+F

RMB’000 RMB’000

ARBTT ARETE

(Unaudited) (Unaudited)

(RBEZ) (REEEZ)

Fujian Dali Foods Group Co., Ltd. wmEENRMEEEGRAR 9,188 9,116

Rental expenses represent expenses for rental of properties and
the prepaid land lease payments, which are charged in
accordance with the terms of agreements made between the
parties.

Services purchased:

HeERxERENE A BN L
WA EFOR - THIRIRRT 4977 FTET 3L 1

IR -

EBERY

For the six months ended June 30,
BZEAA=1tHILEAEA

2018 2017

—B-N\F —T—tF

RMB’000 RMB’000

AR¥T T ARBEFT

(Unaudited) (Unaudited)

(REEER) (REEZ)

Dali Century Hotel Co., Ltd. EFHAAEEARAR 1,570 230

The service for the purchase of accommodation and catering
services from Dali Century Hotel Co., Ltd. were provided
according to the published prices.

Interim Report 2018
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

18. RELATED PARTY TRANSACTIONS (continued)

(b)

()

Commitment with a related party:

Pursuant to the operating lease agreement with Fujian Dali Foods
Group Co., Ltd., the amount of total rental expenses for the
period is included in note 17(a) and the amount of total future
minimum payments under the operating lease arrangement is
RMB45,940,000.

Compensation of key management personnel of
the Group:

B FS B & OF B 15 3R R M R

18. BB AL X5 (&)
(b) ERBAEETS Z7&EE -

RIEHEEEEFNRDEEEGR ARG
V7 EERERR NGRS
ATANGE17@QREEHELHE T2
KRR &R R A AR 45,940,000
5o

) AEEFEEBABZHE:

For the six months ended June 30,
BZEAA=1tHIEAEA

2018 2017
—EB-N\F —E—+F
RMB’000 RMB’000
ARBT ARBEFT
(Unaudited) (Unaudited)
(REEER) (REEZ)
Salaries e 8,445 8,199
Pension scheme contributions RIS EHEIHR 26 25
8,471 8,224
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B FS B & OF B 15 SRR M A

19. FINANCIAL INSTRUMENTS BY CATEGORY

The carrying amounts of each of the categories of financial instruments
as at the end of the reporting period are as follows:

60

As at June 30, 2018

19. REFETNEMT A
RBEBAREEBIANEEENT -

R-ZZB-N\FAXA=1H

Financial assets SREE
Financial
assets at
Financial fair value
assets at through
amortized profit
cost or loss Total

R AR A BRAYE

S BR A < Rl FTABEN
BE cRIEE e
RMB’000 RMB’000 RMB’000
AR¥T R AR¥T R AR¥T T
(Unaudited) (Unaudited) (Unaudited)
(RBER) (RBER) (REER)

Financial assets at fair value through

BATEABRNEREE

profit or loss - 256,404 256,404
Trade and bills receivables B SR IE R EREE 1,010,006 = 1,010,006
Financial assets included in STATERRIE - e R EAM

prepayments, deposits and EWFIERN S RVE &

other receivables 120,075 - 120,075
Pledged deposits BIRER 26,424 = 26,424
Cash and bank balances Re MIRITHA S 10,354,464 = 10,354,464

11,510,969 256,404 11,767,373

Financial liabilities

TRAE

Financial liabilities
at amortized cost
R SER AR
Hemas
RMB’000
ARBT T
(Unaudited)
(REER)

Trade and bills payables

Dividends payable

Financial liabilities included in
other payables and accruals

B 5 RN REMENRIE
FERTAR B

883,447
959,944

SPARMENFRREFTERNERAE

557,601

2,400,992
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THERAHUBREMNTE < P

. FINANCIAL INSTRUMENTS BY CATEGORY 19. REFESWEMT A (F)
(continued)

As at December 31, 2017 R-—_ZE—+tE+=-H=+—H
Financial assets SREE
Available-
for-sale
Loans and financial
receivables assets Total
BR &k AT E
YR IE TRIEE #Et
RMB’000 RMB’000 RMB’000
ARET T ARBT T AR®ETTT
(Audited) (Audited) (Audited)
(fEE%) (fEEZR) (F&&ER)
Available-for-sale investments AIHEERE - 250,240 250,240
Trade and bills receivables B SR IE R EREE 1,084,902 - 1,084,902
Financial assets included in FPATENRIE - e REM
prepayments, deposits and JEWFIENESREE
other receivables 161,270 - 161,270
Pledged deposits EIRFER 49,889 - 49,889
Cash and bank balances W& RIRTTHEH 8,095,648 - 8,095,648
9,391,709 250,240 9,641,949
Financial liabilities =L

Financial liabilities
at amortized cost

BB ADIRRH

THRAE

RMB’000

AR¥ETFTT

(Audited)

(feEw=%)

Trade and bills payables B O EMNRERENERE 889,279
Financial liabilities included in RARMENTEREAERNSREE

other payables and accruals 415,556

1,304,835
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20. FAIR VALUE AND FAIR VALUE HIERARCHY

62

OF FINANCIAL INSTRUMENTS

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

20. ERMTEMNAFERATFERE

A

ATAAEESRTANEEERATE
(HEEEEREATEARBEERI) -

Carrying amounts Fair values
REE AYE
As at As at As at As at
June 30, December 31, June 30, December 31,
2018 2017 2018 2017
RZZ-NF RIZ—HF RIZ-N\F RIZHF

~A=+HA +ZA=1+-H ~A=+H +ZA=1—H
RMB’000 RMB’000 RMB’000 RMB’000
AR®TR ARETT AR®TR ARBTT
(Unaudited) (Audited) (Unaudited) (Audited)
(REBER) (8E%) (REER) (BER)
Financial assets SREE
Available-for-sale investments AHEERE - 250,240 - 250,240
Financial assets at fair value through BATEFAEBZNEREE
profit or loss 256,404 - 256,404 -

Management has assessed that the fair values of cash and bank
balances, trade and bills receivables, financial assets included in
prepayments, deposits and other receivables, trade and bills payables,
dividends payable and financial liabilities included in other payables and
accruals approximate to their carrying amounts largely due to the short
term maturities of these instruments.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
THERAHUBREMNTE < P

20. FAIR VALUE AND FAIR VALUE HIERARCHY 2. ERMITANAFERAFEE

OF FINANCIAL INSTRUMENTS (continued) & (4E)

The following tables illustrate the fair value measurement hierarchy of TRIIRAEESRTANAFEFERE
the Group’s financial instruments: F

Assets measured at fair value: UAFEFENEE :

As at June 30, 2018 (Unaudited) RZBE—NFEARA=1+H REER)

Fair value measurement using
RRANTE A BN ATLE

Quoted prices Significant Significant

in active observable unobservable

markets inputs inputs
(Level 1) (Level 2) (Level 3) Total

EXTEE EAFTEE

EEMSRE BARE BARE
(%-F) (B5=f) (=) #st
RMB’000 RMB’000 RMB’000 RMB’000
ARETRT AR¥TR AR¥TR AR¥TR

Financial assets at fair value through BATEGABENEREE
profit or loss - 256,404 - 256,404
As at December 31, 2017 (Audited) RoB—+FE+-A=+—0 (BER)
Fair value measurement using
RAN TSk B ATE
Quoted prices Significant Significant
in active observable  unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
ERTEE EANTHE
ERTSRE BAEE BABR
(F—B) (5=B) (=) @&t
RMB’000 RMB'000 RMB’000 RMB’000
AREFTT ARETT ARETT ARETR
Avalable-for-sale investments fHERE - 250,240 - 250,240
The Group did not have any financial liabilities measured at fair value as RoE—NEXA=+BR-_E—+4F
at June 30, 2018 and December 31, 2017. +—-—A=+—8" $& B AR A T
EfENeRAas
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

B FS B & OF B 15 SRR M A

20. FAIR VALUE AND FAIR VALUE HIERARCHY
OF FINANCIAL INSTRUMENTS (continued)

Assets measured at fair value: (continued)

There were no transfers between Level 1 and Level 2 fair value
measurements during the period and no transfers into or out of Level 3
fair value measurements for both financial assets and financial liabilities
during the six months period ended June 30, 2018.

21. EVENTS AFTER THE REPORTING PERIOD

There was no material subsequent event undertaken by the Group after
the period ended June 30, 2018.
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20. ERMTEMNAFERATFEE

21.

A& ()

BAFEFENEE : (F)
RBE-Z-NEAA=THRLEAEA
E-ERE-EZBLEATEIENS
BEMNBETTLREERSBAEY
AFEHEHARBHEZE -
HBEMREER

RBE-Z—-N\FARNA=+HLHHEEZ
AREBEWBETEAYRER -



A

EMEmEESIRAD)

DALI FOODS GROUP COMPANY LIMITED
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