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ANNOUNCEMENT OF INTERIM RESULTS
FOR THE SIX MONTHS ENDED 30 JUNE 2019

FINANCIAL HIGHLIGHTS

° The Group’s operating profit for the six months eth@0 June 2019 was HK$617.7 million (si
months ended 30 June 2018: HK$1,109.3 million).

2]
X

[ Profit attributable to owners of the Company was®448.8 million for the six months ended B0
June 2019 (six months ended 30 June 2018: HK$75llidn). Basic earnings per share was
8.53 HK cents (six months ended 30 June 2018: 14K3@ents).

o The Board declared the payment of an interim diviblef 1.7 HK cents per share (six months
ended 30 June 2018: 3.6 HK cents per share).
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INTERIM RESULTS

The Board of Directors (the “Board”) of China Adnédustries Holdings Limited (the “Company”)
presents the unaudited interim results of the Ceom@and its subsidiaries (the “Group”) for the six
months ended 30 June 2019 together with the cotmzparfagures for the corresponding period in 2018

as follows:

CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS

For the six months ended 30 June 2019

For the six months ended 30 June

2019 2018
HK$'000 HK$'000
Notes (Unaudited) (Unaudited)
REVENUE 59,754,034 48,320,171
Cost of sales 4 (56,095,748) (43,950,729
Gross profit 3,658,286 4,369,442
Other income and gains 3 266,350 252,614
Selling and distribution expenses (2,390,218) (2,229,97)
Administrative expenses (723,449) (961,309
Other expenses (129,438) (246,080
Finance costs (379,789) (302,699
Share of profits and losses of associates 19,721 125,024
PROFIT BEFORE TAX 4 321,463 1,007,019
Income tax 5 79,131 (6,73
PROFIT FOR THE PERIOD 400,594 1,000,288
Attributable to:

Owners of the Company 448,827 751,020
Non-controlling interests (48,233) 249,268
400,594 1,000,288

EARNINGS PER SHARE ATTRIBUTABLE TO

ORDINARY EQUITY HOLDERSOF THE
COMPANY 6

Basic 8.53 HK cents 14.30 HK cents
Diluted 8.53 HK cents 14.29 HK cents
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CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

For the six months ended 30 June 2019

For the six months ended 30 June

2019 2018
HK$'000 HK$'000
(Unaudited) (Unaudited)
PROFIT FOR THE PERIOD 400,594 1,000,288
Other comprehensiveloss that may bereclassified to profit or
lossin subsequent period:
Exchange difference on translation of foreign opens (131,226) (223,997
TOTAL COMPREHENSIVE INCOME
FOR THE PERIOD 269,368 776,291
Attributable to:
Owners of the Company 344,018 564,098
Non-controlling interests (74,650) 212,193
269,368 776,291
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As at 30 June 2019

NON-CURRENT ASSETS

Property, plant and equipm:

Right-of-use asse

Prepaid ease paymer

Deposits for purchases of items of prope
plant and equipme

Goodwill

Investments in associa

Equity instrumentat fair valuethrougt
othercomprehensivincome

Intangible asse

Deferred tax asse

Total nor-current asse

CURRENT ASSETS

Inventorie:

Accounts and bills receivab

Prepayments, deposits and other receiv.
Other receivables due from Sinog!

Financial assets at fair value through profit @s
Due from fellow subsidiari

Due from related compan

Due from the ultimate holding compse

Due from norcontrolling shareholders of subsidia
Due from associat

Tax recoverab

Restricted cash at ba

Cash and cash equivale

Total current asse

30 June 31 Decembe
2019 201¢
HK$'000 HK$'00C
(Unaudited) (Auditec)
18,024,518 16921,33:
2,437,518 -
- 2,137,67"

210,663 143,77:
1,519,833 1,518,67(
2,332,067 2,294,20¢
28,069 28,06¢
600,437 612,33¢
947,725 792,67
26,100,830 24,448,73.
22,965,403 23,314,43.
3,250,384 4,102,922
4,706,928 4,612,21!
- 52,18

225,882 186,36!
2,721,811 5,446,633
11,172 31,37:
129,664 21,15(
32,659 1,50¢
31,313 20,97¢
194,799 9,03(
548,636 921,32
5,083,956 7,396,97:
39,902,607 46,117,009




China Agri-Industries Holdings Limited

CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION (continued)

As at 30 June 2019

CURRENT LIABILITIES

Accounts and bills payabl

Other payables and accrt

Other financial liabilitie

Lease liabilitie

Interes-bearing bank and other borrowi
Bank borrowings due to ADE

Due to fellow subsidiarit

Due to related compani

Due to theultimate holding compat

Due to the immediate holding compi
Due to the intermediate holding comp
Due to associat

Due to nor-controlling shareholders of subsidia
Contract liabilitie:

Tax payabl

Deferred incom

Total current liabilitie
NET CURRENT ASSETS
TOTAL ASSETSLESSCURRENT LIABILITIES

NON-CURRENT LIABILITIES
Interest-bearing bank and other borrowings
Lease liabilities

Due to the ultimate holding compse

Due to nor-controlling shareholders subsidiarie
Deferred income

Deferred tax liabilities

Other non-current liabilities

Total non-current liabilities

Net asse!

Note:

10

30 June 31 December
2019 201¢
HK$'000 HK$'00C
(Unaudited) (Audited
3,793,100 3,003,74.
3,606,773 4,799,78!
173,727 45,68:
74,601 -
18,408,960 22,093,86
- 52,18¢
2,203,071 2,362,82;
9,474 10,56¢
160,841 177,76¢
40,220 -
5,472 -
15,189 9,42¢
6,890 11,05¢
1,947,591 3,079,30
51,399 272,94
53,589 30,36¢
30,550,897 35,949,51!
9,351,710 10,167,582
35,452,540 34,616,313
90,944 97,010
116,075 -
120,865 69,83¢
198,489 198,80:
656,952 643,141
387,591 387,033
40,295 24,561
1,611,211 1,420,384
33,841,329 33,195,92!
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION (continued)

As at 30 June 2019

30 June 31 December
2019 2018
HK$'000 HK$'000
(Unaudited) (Audited
EQUITY
Equity attributable to owners of the Company
Share capital 9,797,612 9,797,048
Other reserves 19,434,506 19,166,147
29,232,118 28,963,195
Non-controlling interests 4,609,211 4,232,734
Total equity 33,841,329 33,195,929
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Notesto the Condensed Consolidated I nterim Financial Information
For the six months ended 30 June 2019

1.

BASIS OF PREPARATION AND ACCOUNTING POLICIES

The condensed consolidated interim financial infation is prepared in accordance with Hong Kong Aicting
Standard (“HKAS”) 34Interim Financial Reportingissued by the Hong Kong Institute of Certified Faub
Accountants (“HKICPA") and Appendix 16 to the Rul@sverning the Listing of Securities on the Stockltange
of Hong Kong Limited.

The financial information relating to the year edd@l December 2018 that is included in this preiamy
announcement of interim results as comparativerin&ion does not constitute the statutory annuabkaelidated
financial statements of the Company for that yeatr ib derived from those consolidated financiakestgents.
Further information relating to these statutoryafinial statements required to be disclosed in decme with
section 436 of the Hong Kong Companies Ordinandefter 622) is as follows:

The Company has delivered the consolidated finarstegements for the year ended 31 December 201Beto
Registrar of Companies as required by section §6&(3and Part 3 of Schedule 6 to, the Hong Kongn@anies
Ordinance.

The Company’s auditor has reported on those caletelil financial statements. The auditor’s repors wa
unqualified; did not include a reference to anyteratto which the auditor drew attention by wayeafphasis
without qualifying its report; and did not contairstatement under sections 406(2), 407(2) or (R)e@Hong Kong
Companies Ordinance.

Other than changes in accounting policies resulfiogn application of new and amendments to Hong dkon
Financial Reporting Standards (“HKFRSs”), the acting policies and methods of computation usedhia t
condensed consolidated financial statements fosithenonths ended 30 June 2019 are the same as ftiitmved

in the preparation of the Group’s annual finanstatements for the year ended 31 December 2018.

Application of new and amendmentsto HKFRSs

In the current interim period, the Group has agplifor the first time, the following new and amerehts to
HKFRSs issued by the HKICPA which are mandatorgatife for the annual period beginning on or after
January 2019 for the preparation of the Group’'sleoised consolidated financial statements:

HKFRS 16 Leases

HK(IFRIC)-Int 23 Uncertainty over Income Tax Treatments
Amendments to HKFRS 9 Prepayment Features with Negative Compensation
Amendments to HKAS 19 Plan Amendment, Curtailment or Settlement
Amendments to HKAS 28 Long-term Interests in Associates and Joint Verture
Amendments to HKFRSs Annual Improvements to HKFRSs 2015-2017 Cycle

Except as described below, the application of #ag and amendments to HKFRSs in the current perésdlad no
material impact on the Group’s financial performaand positions for the current and prior periat¥/ar on the
disclosures set out in these condensed consolifiagattial statements.
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Impacts and changes in accounting policies of application on HKFRS 16 Leases

The Group has applied HKFRS 16 for the first timehe current interim period. HKFRS 16 supersedBd8l 17
Leaseq"HKAS 17”), and the related interpretations.

Key changes in accounting policies resulfirogn application of HKFRS 16

The Group applied the following accounting polidiegccordance with the transition provisions of HRS 16.

Definition of a lease

A contract is, or contains, a lease if the cont@miveys the right to control the use of an idédifasset for a
period of time in exchange for consideration.

For contracts entered into or modified on or after date of initial application, the Group assesshsther a
contract is or contains a lease based on the definunder HKFRS 16 at inception or modificationtedaSuch
contract will not be reassessed unless the teroshs@mditions of the contract are subsequently cbdng

Asa lessee

Allocation of consideration to components of a cacit

For a contract that contains a lease componentoaedor more additional lease or non-lease compenéme
Group allocates the consideration in the contrac&ch lease component on the basis of the relstared-alone
price of the lease component and the aggregatd-siane price of the non-lease components.

Short-term leases and leases of low-value assets

The Group applies the short-term lease recognéi@mption to leases that have a lease term of Ithsmr less
from the commencement date and do not contain ehpse option. It also applies the recognition exemgfor
lease of low-value assets. Lease payments on wrantieases and leases of low-value assets argnised as
expense on a straight-line basis over the lease ter

Right-of-use assets

Except for short term leases and leases of lowevalssets, the Group recognises right-of-use assetise

commencement date of the lease (i.e. the date rterlying asset is available for use). Right-of-assets are
measured at cost, less any accumulated deprecatidimpairment losses, and adjusted for any remneaent of

lease liabilities.

The cost of right-of-use asset includes:

the amount of the initial measurement of the |diaddlity;

any lease payments made at or before the commentelate, less any lease incentives received;

any initial direct costs incurred by the Group; and

an estimate of costs to be incurred by the Groufismantling and removing the underlying assetoreng
the site on which it is located or restoring thelemying asset to the condition required by thenteiand
conditions of the lease.

Right-of-use assets in which the Group is reasgnediitain to obtain ownership of the underlyingskes assets at
the end of the lease term is depreciated from cameraent date to the end of the useful life. Othsewright-of-
use assets are depreciated on a straight-line imaighe shorter of its estimated useful life #mallease term.

The Group presents right-of-use assets as a sepim&item on the consolidated statement of firarmosition.
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1.1.1 Key changes in accounting policies resulfirogn application of HKFRS 16 - continued

Leasehold land and building

For payments of a property interest which includeth leasehold land and building elements, theeptioperty is
presented as property, plant and equipment of tloeiiswhen the payments cannot be allocated reliabtween
the leasehold land and building elements.

Refundable rental deposits

Refundable rental deposits paid are accounted UAHERS 9Financial Instrumentg*"HKFRS 9”) and initially
measured at fair value. Adjustments to fair valuaigial recognition are considered as additiolealse payments
and included in the cost of right-of-use assets.

Lease liabilities

At the commencement date of a lease, the Grougnéses and measures the lease liability at theeptaslue of
lease payments that are unpaid at that date. tulesihg the present value of lease payments, tloeiisuses the
incremental borrowing rate at the lease commencedete if the interest rate implicit in the leasenbt readily
determinable.

The lease payments include:

fixed payments (including in-substance fixed paytsgless any lease incentives receivable;

variable lease payments that depend on an indexate;

amounts expected to be paid under residual valaeagtees;

the exercise price of a purchase option reasoretgin to be exercised by the Group; and

payments of penalties for terminating a leasehéf lease term reflects the Group exercising theopb
terminate.

Variable lease payments that reflect changes irkebaental rates are initially measured using theket rental
rates as at the commencement date. Variable lemgmants that do not depend on an index or a ra&enar
included in the measurement of lease liabilitied Aght-of-use assets, and are recognised as exjerise period
on which the event or condition that triggers thgment occurs.

After the commencement date, lease liabilitiesamljested by interest accretion and lease payments.

The Group remeasures lease liabilities (and makesrr@sponding adjustment to the related rights#-assets)
whenever:

® the lease term has changed or there is a charte i@mssessment of exercise of a purchase optiavhich
case the related lease liability is remeasured ibgodnting the revised lease payments using aeae@vis
discount rate at the date of reassessment.

® the lease payments change due to changes in ax dinderate used to determine those payments/esghect
payment under a guaranteed residual value, in whades the related lease liability is remeasured by
discounting the revised lease payments using itialidiscount rate.

Lease modifications

The Group accounts for a lease modification aparsdge lease if:

® the modification increases the scope of the legsedding the right to use one or more underlyirgpts and

® the consideration for the leases increases by avumintcommensurate with the stand-alone price fer th
increase in scope and any appropriate adjustmenkeat stand-alone price to reflect the circumstaraf the
particular contract.

For a lease modification that is not accountedafn separate lease, the Group remeasures thdidddgy based
on the lease term of the modified lease by disdngrthe revised lease payments using a reviseduligaate at
the effective date of the modification.
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1.1.2

Key changes in accounting policies resulfirogn application of HKFRS 16 - continued

Taxation

For the purposes of measuring deferred tax folidgasansactions in which the Group recognisesritat-of-use
assets and the related lease liabilities, the Gfinsipdetermines whether the tax deductions aréatable to the
right-of-use assets or the lease liabilities.

The Group applies HKAS 1thcome Taxesequirements to right-of-use assets and leaselitiebiseparately.
Temporary differences relating to right-of-use &s@d lease liabilities are not recognised atainiecognition
and over the lease terms due to application oifitial recognition exemption.

Asa lessor

Allocation of consideration to components of a cacit

Effective on 1 January 2019, the Group applies HEABRevenue from Contracts with Custom@rKFRS 15”)
to allocate consideration in a contract to leagkram-lease components. Non-lease components aeased from
lease component on the basis of their relativedssdone selling prices.

Refundable rental deposits

Refundable rental deposits received are accoumedritHKFRS 9 and initially measured at fair valddjustments
to fair value at initial recognition are consideasladditional lease payments from lessees.

Lease modification

The Group accounts for a modification to an opatpticase as a new lease from the effective dattheof
modification, considering any prepaid or accruesbéepayments relating to the original lease asgifatte lease
payments for the new lease.

Transition and summary of effects arisingrfrimitial application of HKFRS 16

Definition of a lease

The Group has elected the practical expedient plyagKFRS 16 to contracts that were previously tiferd as

leases applying HKAS 17 and HK(IFRIC)-IntDletermining whether an Arrangement contains a Leas®d not
apply this standards to contracts that were notipusly identified as containing a lease. Thereftihe Group has

not reassessed contracts which already existedtpribe date of initial application.

For contracts entered into or modified on or aftetanuary 2019, the Group applies the definitiora déase in
accordance with the requirements set out in HKFR & lassessing whether a contract contains a lease.

Asalessee
The Group has applied HKFRS 16 retrospectively wfite cumulative effect recognised at the date dfaln

application, 1 January 2019. Any difference atdhée of initial application is recognised in theenpmg retained
profits and comparative information has not beetated.

~-10 -
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1.1.2

Transition and summary of effects arisingrfrimitial application of HKFRS 16 - continued

When applying the modified retrospective approauthen HKFRS 16 at transition, the Group appliedftiiewing
practical expedients to leases previously claskifie operating leases under HKAS 17, on leasedselbasis, to

the extent relevant to the respective lease cdstrac

i. relied on the assessment of whether lease®meeous by applying HKAS 3Provisions, Contingent

Liabilities and Contingent Asseds an alternative of impairment review;

ii. elected not to recognise right-of-use assets laase liabilities for leases with lease term ewidhin 12

months of the date of initial application

iii. excluded initial direct costs from measuriting right-of-use assets at the date of initial ayagibry and
iv. applied a single discount rate to a portfafdeases with a similar remaining lease termssfmiilar class
of underlying assets in similar economic environtm@pecifically, discount rate for certain leasessw

determined on a portfolio basis.

On transition, the Group has made the followingiaipents upon application of HKFRS 16:

As at 1 January 2019, the Group recognised additi@ase liabilities and right-of-use assets at @am® equal to
the related lease liabilities adjusted by any picepa accrued lease payments by applying HKFRS 8@)Ti)

transition.

When recognising the lease liabilities for leasesvipusly classified as operating leases, the Giuag applied
incremental borrowing rates of the relevant groofpities at the date of initial application. The gleied average

lessee’s incremental borrowing rate applied is %75

Operating lease commitments disclosed as at 31rbleee2018

Lease liabilities discounted at relevant incremiembarowing rates

Less: Recognition exemption — short-term leases

Lease liabilities relating to operating leases geiged upon
application of HKFRS 16 as at 1 January 2019

Analysed as
Current
Non-current

-11-

At 1 January 2019
HK$'000

243,082

212,984
7,5)

185,463

63,647
121,816

185,463
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1.1.2 Transition and summary of effects arisingrfrimitial application of HKFRS 16 - continued

The carrying amount of right-of-use assets asJtrilary 2019 comprises the following:

Note Right-of-use assets
HK$'000
Right-of-use assets relating to operating leasasgrésed upon
application of HKFRS 16 185,463
Reclassified from prepaid lease payments (@) 2,189,768
2,375,231
By class:
Leasehold lands 2,221,794
Buildings 151,434
Machineries and equipment 1,403
Others 600
2,375,231

(a) Upfront payments for leasehold lands in the PRCevebaissified as prepaid lease payments as at 3@niber
2018. Upon application of HKFRS 16, the current amah-current portion of prepaid lease payments
amounting to HK$52,093,000 and HK$2,137,675,000eetvely were reclassified to right-of-use assets.

Asa lessor

In accordance with the transitional provisions IKFHRS 16, the Group is not required to make anysidjant on
transition for leases in which the Group is a ledsd account for these leases in accordance WRRRSE 16 from
the date of initial application and comparativeoimiation has not been restated.

(b) Upon application of HKFRS 16, new lease contracttered into but commence after the date of initial
application relating to the same underlying assatier existing lease contracts are accountedths #xisting
leases are modified as at 1 January 2019. Thecapiph has had no impact on the Group’s condensed
consolidated statement of financial position aaduary 2019.

(c) Before application of HKFRS 16, refundable rentgpasits received were considered as rights andathins
under leases to which HKAS 17 applied. Based onddfaition of lease payments under HKFRS 16, such
deposits are not payments relating to the rightse-assets and should be adjusted to reflect soeutiting
effect at transition. The adjustment of refundaigletal deposits paid has no material impact onGhaup’s
financial statements.

—-12 -



China Agri-Industries Holdings Limited

1.1.2

12

Transition and summary of effects arisingrfrimitial application of HKFRS 16 - continued

The following adjustments were made to the amouwet®gnised in the condensed consolidated stateofent
financial position at 1 January 2019. Line itent tivere not affected by the changes have not medundied.

Carrying amounts Carrying
previously amounts under
reported at HKFRS 16 at

Note 31 December 2018 Adjustments 1 January 2019
HK$'000 HK$'000 HK$'000
Non-current assets
Prepaid lease payments (a) 2,137,675 (2,137,675) -
Right-of-use assets - 2,375,231 2,375,231
Current assets
Prepayments, deposits and
other receviables €) 4,612,215 (52,093) 4,560,122
Current liabilities
Lease liabilities - (63,647) (63,647)
Non-current liabilities
Lease liabilities - (121,816) (121,816)

Note: For the purpose of reporting cash flows froperating activities under indirect method for #ise months
ended 30 June 2019, movements in working capitaé Heen computed based on opening statement of
financial position as at 1 January 2019 as disdedmve.

Impacts and changes in accounting policies of application of other new and amendmentsto HKFRSs

HK(IFRIC)-Int 23 sets out how to determine the aguing tax position when there is uncertainty oweome tax
treatments. The interpretation requires the Grompdeétermine whether uncertain tax positions areszesl
separately or as a group and assess whetherribbsliple that a tax authority will accept an undertax treatment
used, or proposed to be used, by individual grojties in their respective income tax filingsitlfs probable, the
current and deferred taxes are determined contisteith the tax treatment in the income tax filsdf it is not
probable that the relevant taxation authority wdtept an uncertain tax treatment, the effect ofi eacertainty is
reflected by using either the most likely amounthar expected value.

The Group applied this interpretation retrospedyiveiith the cumulative effect of initially applyinghe

interpretation recognised at the date of initiaplagation, 1 January 2019, without restating coragiges. The
amendments have no material impact on the Groumasdial statements.

~- 13-
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OPERATING SEGMENT INFORMATION

For management purposes, the Group is organisedirginess units based on their products and ssreind has
five reportable operating segments as follows:

(a) the oilseeds processing segment engages iextinaction, refining and trading of edible oil anglated
products;

(b) the rice processing and trading segment engagbe processing and trading of rice

(c) the wheat processing segment engages in tliigiion and sale of flour products and related petsi

(d) the brewing materials segment engages in theggsing and trading of madind

(e) the corporate and others segment compriseSritigp’s corporate income and expense items.

Management monitors the results of the Group’s atreg segments separately for the purpose of makéueisions
about resources allocation and performance assess®egment performance is evaluated based ontadyor
segment profit/loss, which is a measure of adjugtedit/loss before tax. The adjusted profit/losfdre tax is
measured consistently with the Group’s profit/lbsfore tax except that interest income, financescasd share of
profits and losses of associates are managed mwup basis and are not allocated to reportableadipgrsegments.

Segment assets exclude deferred tax assets, w@werable, restricted cash at bank, cash and cashiadents and
investments in associates as these assets areedamag group basis.

Segment liabilities exclude interest-bearing ban#l ather borrowings, tax payable and deferred ibilities as
these liabilities are managed on a group basis.

Intersegment sales and transfers are transactédrefitrence to the selling prices used for saledenta third
parties at the then prevailing market prices.

Infor mation about the major customer

During the six months ended 30 June 2019, revehapproximately HK$7,131,688,000 was derived frates by
the oilseeds processing segment to a fellow sudbgidif the Company in respect of certain non-reéngrstrategic
purchases and subcontracting charge contracts ébputchaser. During the six months ended 30 Judé, 2o
revenue from transactions with a single customesarted to 10% or more of the Group'’s total revenue.

Geogr aphical infor mation

As the Group’s major operations and customers @atéd in Mainland China, no further geographiegmsent
information is provided.

—14-
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2. OPERATING SEGMENT INFORMATION (Continued)

The following is an analysis of the Group’s reveane results by reportable and operating segments:

Six months ended 30 June 2019

Rice
Oilseeds ~ processing Wheat Brewing Corporate
processing  andtrading  processing materials and others Eliminations Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited) (Unaudited) (Unaudited)

Segment revenue:
Sales to external customers 42,992,691 9,138,002 6,191,722 1,305,953 125,666 59,754,034
Intersegment sales . 21714 14 7973 (29,702) -
Other revenue 113,255 60570 36,894 853 24,285 (33,328) 202,529
Segment results 113815 331,404 61,081 119,969 (8,848) 289 617,710
Interest income 63,821
Finance costs (379,789)
Share of profits and losses of

associates 197121
Profit before tax 321,463
Income tax 79,131
Profit for the period 400,594
Other segment infor mation:;
Depreciation and amortisation 366,893 110909 61,316 38810 22,168 600,096
Capital expenditure 430,386 250,869 1,310,614 37,39 32215 2,061,540
Asat 30 June 2019
Assets and liabilities
Segment assets 36,369,728 10195446 6,739,725 3,335,024 19,702,392 (19,446,061) 56,896,254
Corporate and other

unallocated assets 907,183
Total assets 66,003,437
Segment liabilities 21,661,732 5,637,589 3,082,974 984,264 713,758 (18,857,103) 13223214
Corporate and other

unallocated liabilities 18938894
Total liabilities 32,162,108

— 15—
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2. OPERATING SEGMENT INFORMATION (Continued)

Six months ended 30 June 2018

Rice
Oilseeds  processing Wheat Brewing Corporate
processing  andtrading  processing materials and others Eliminations Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

(Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited) (Unaudited) (Unaudited)

Segment revenue:

Sales to external customers 33,224,213 7,438,250 5,971,440 1,289,372 396,896 - 48,320,171
Intersegment sales 33 49,941 7 4,950 36,192 (91,12) -
Other revenue 83,554 82,921 29,654 3,273 1,831 (24,019 177214
Segment results 643,950 394,936 104,033 (5,711) (26,812) (1,10 1,109,294
[nterest income 75,400
Finance costs (302,699)
Share of profits and losses of

associates 125,024
Profit before tax 1,007,019
Income tax (6,731)
Profit for the period 1,000,288
Other segment infor mation;
Depreciation and amortisation 344,249 97,356 52,783 49,092 19,064 - 562,544
Capital expenditure 207,483 53,986 73,586 41,063 9,306 - 385,424
Asat 31 December 2018
Assets and liabilities
Segment assets 40,157,356 10,601,268 5,235,854 2,820,899 17,957 570 (17,621334) 59,151,613
Corporate and other

unallocated assets 11414215
Total assets 70,565,828
Segment liabilities 21,893,855 5,660,220 3,099,397 735,853 747,151 (17,61742¢) 14,519,048
Corporate and other

unallocated liahilities 22,850,851
Total liabilities 37,369,899
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REVENUE, OTHER INCOME AND GAINS

Disaggregation of revenue from contracts with customers

Set out below is the reconciliation of the revefroen contracts with customers with the amountsldsed in the

segment information:

Types of goods or services
Edible oil and related products
Rice

Flour and related products
Malt

Subcontracting service
Others

Total

Timing of revenue recognition
Apoint of time

Total

Types of goods or services
Edible oil and related products
Rice

Flour and related products
Malt

Others

Total

Timing of revenue recognition
Apoint of time

Total

For the six months ended 30 June 2019

Rice
Oilseeds processing Wheat Brewing Corporate
processing and trading processing materials and others ~ Eliminations Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(Unaudited) (Unaudited) (Unaudited)  (Unaudited) (Unaudited)  (Unaudited) (Unaudited)
42,451,147 - 42,451,147
9,159,716 - (21,714) 9,138,002
6,191,736 - (14) 6,191,722
- 1,313,926 (7.973) 1,305,953
535,544 - - 535,544
125,666 125,666
42,992,691 9,159,716 6,191,736 1,313,926 125,666 (29,701) 59,754,034
42,992,691 9,159,716 6,191,736 1,313,926 125,666 (29,701) 59,754,034
42,992,691 9,159,716 6,191,736 1,313,926 125,666 (29,701) 59,754,034
For the six ntisiended 30 June 2018
Rice
Qilseeds processing Wheat Brewing Corporate
processing and tradiny processing materials and others  Eliminations Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(Unaudited) (Unaudited) (Unaudited) ~ (Unaudited)  (Unaudited)  (Unaudited) (Unaudited)
33,224,246 - (33) 33,224,213
7,488,191 - (49,94)) 7,438,250
5,971,447 - U] 5,971,440
1,294,322 - (4,950) 1,289,372
- - - - 433,088 (36,192 396,896
33,224,246 7,488,191 5,971,447 1,294,322 433,088 (91,123 48,320,171
33,224,246 7,488,191 5,971,447 1,294,322 433,088 (91,123 48,320,171
33,224,246 7,488,191 5,971,447 1,294,322 433,088 (91,123 48,320,171
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REVENUE, OTHER INCOME AND GAINS (Continued)

For the six months ended 30 June

2019 201¢
HK$'000 HK$'000
(Unaudited) (Unaudited)

Other income
Government grants* 70,555 48,921
Storage income from agency purchase - 6,704
Logistic service, storage income and rental income 77,906 58,647
Interest income 63,821 75,400
Others 19,021 15,353
231,303 205,025

Gains

Gains on disposal of raw materials, by-productssamdp items 27,626 24,853
Others 7,421 22,736
35,047 47,589
266,350 252,614

*  Various government grants have been receivedheyGroup in certain provinces in Mainland Chinajokhare
available for industries or locations in which tBempany’s subsidiaries operate. There are no ifédlf
conditions or contingencies relating to these grant
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PROFIT BEFORE TAX
Profit before tax for the period has been arrivedfter charging/(crediting) the following items:

For the six months ended 30 June

2019 201¢
HK$'000 HK$'000
(Unaudited) (Unaudited
Cost of inventories sold or services provided 55,419,873 43,170,39
Realised and unrealised fair value losses/(g of commaodit
futures contracts, n 539,987 (576,13))
Provision for inventorie 62,349 497,08.
Provision for loss on n-cancellabl purchase commitmer® 73,539 859,38!
Cost of sales 56,095,748 43,950,72
Depreciation of property, plant and equipment 521,893 522,78:
Depreciation of rigt-of-use asse 65,990 -
Amortisation of intangible assi 12,213 13,36¢
Recognition of prepailease paymen - 26,39¢
Employee benefit expens
(including directorsand chief executive’s remunerati 1,048,820 1,254,87,
(Gain)/loss on dispos of items of property, plant a equipmer (5,769) 63€
Loss on foreign exchange, r 87,559 76,68¢
Realised and unrealised fair value losses on foreigrency forward
contracts, nt 17,629 34,33:

n It is the Group’s usual practice to enter intarghase commitments with delivery of raw materialsaa
specified future date. As at 30 June 2019, the Bhad certain non-cancellable purchase commitnansy
materials (the “Purchase Contracts”) on which th®up expects that the unavoidable costs of meeting
obligations under the Purchase Contracts will edtdbe economic benefits expected to be receiveenind
The expected loss of HK$73,539,000 (six months @ri&fe June 2018: HK$859,385,000) is estimated with
reference to the expected selling prices of theesponding products, and a provision thereon has beade
in the condensed consolidated statement of profitss for the six months ended 30 June 2019. Tieetdrs
of the Company consider that these losses areiedsubm the Group’s ordinary course of business.
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INCOME TAX

Hong Kong profits tax has been provided at the tdité6.5% (six months ended 30 June 2018: 16.5%hen t
estimated assessable profits arising in Hong Kaming the period. Taxes on profits assessable élsevhave
been calculated at the rates of tax prevailingh@ jurisdictions in which the Group operates. Pamsuo the
approvals issued by the State Administration ofafiax of the PRC in 2013, the Company and certdiitso
subsidiaries incorporated out of Mainland China @garded as Chinese resident enterprises, andekieant
enterprise income tax policies of PRC are applieadblthe Company and these subsidiaries commefficing 1
January 2013.

PRC corporate income tax (“CIT”) represents taxrged on the estimated assessable profits arisimm the
enterprises operating in Mainland China. In genehsl PRC subsidiaries of the Group are subjetiied®RC CIT
rate of 25%. However, one of the Group’s subsidsaite being approved by the relevant authoritiesigh-
technology enterprise in Mainland China, and anmotiwbsidiary of the Group is engaged in the inqusgprecified
in the “Western Development Strategy” in Mainlankii@. The relevant authorities have granted thabsidiaries
preferential CIT rate of 15%. Besides, the Grougdain subsidiaries are also granted income taxpien on
the profit generated from processing of certaincagural products.

For the six months ended 30 June

2019 201¢
HK$'000 HK$'000
(Unaudited) (Unaudited)
Current — Hong Kong

Charge for the peric 853 (255)

Current — Mainland China
Charge for the peric 60,126 192,704
Undel-provisior in prior period 16,636 16,214
Deferred tax (156,746) (201,932
Total tax for the period (79,131) 6,731
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EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY EQUITY HOLDERS OF THE COMPANY

The calculation of basic and diluted earnings pere attributable to ordinary equity holders of @@mpany is
based on the following data:

Earnings

For the six months ended 30 June

2019 2018
HK$'000 HK$'000
(Unaudited) (Unaudited)
Profit attributable to owners of the Company
used in the basic and diluted earnings per staloglations 448,827 751,020

Number of shares

For the six months ended 30 June

2019 201¢
(Unaudited) (Unaudited)

Weighted average number of ordinary shares in issue

during the perio used in the bas earnings per share calculati 5,258,962,416 5,251,722,325
Effect of dilution on the weighted aver: number of ordinary shar

Share options - 3,830,353
Weighted average number of ordinary shanessue

during the period used in the diluted earningsspare calculations 5,258,962,416 5,255,552,678

For the six months ended 30 June 2019, no adjussniemespect of share options have been madesteamings
and number of shares used in the basic earningshpee calculation due to that the outstandingesbptions have
anti-dilutive effect on the basic earnings per st@nount presented.

DIVIDEND

On 28 August 2019, the Board declared an interwiddind of 1.7 HK cents (six months ended 30 Juri3206.6
HK cents) per ordinary share, amounting to a tofadpproximately HK$89,403,000 (six months endedl@fe
2018: HK$189,306,000).

The amount of the interim dividend per ordinaryrshfar the six months ended 30 June 2019 was edtslibased
on 5,258,985,388 (30 June 2018: 5,258,507,388hardishares in issue as at 30 June 2019.
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ACCOUNTSAND BILLSRECEIVABLES

The Group’s trading terms with its customers aréniyeon credit, except for new customers, whererpagt in
advance is normally required. The credit periodiéserally for 30 to 180 days. Each customer hasagimum
credit limit. The Group seeks to maintain strichtol over its outstanding receivables to minimesedit risk.
Overdue balances are reviewed regularly by the gemant. In view of the aforementioned and the faat the
Group’s accounts receivable relate to a large nurabdiversified customers, there is no significanhcentration
of credit risk. The Group does not hold any coliateor other credit enhancements over its accoants bills
receivables balances. Accounts and bills receigadnie non-interest-bearing and are normally settigliin one to
three months, and one to six months, respectively.

The following is an analysis of trade receivablgsabe, presented based on the invoice date anidsik date, net
of allowance for credit losses.

30 June 31 December
2019 201¢
HK$'000 HK$'00C
(Unaudited) (Auditec)
Within 3 months 3,115,833 3,931,031
3 to 12 months 130,396 169,850
1to 2 years 3,622 1,425
2 to 3 years 533 620
3,250,384 4,102,926

As part of the Group’s credit risk management, @reup uses debtors’ aging to assess the impairfioerits
customers in relation to its sales operation bexdlisse customers consist of a large number ofl smsiomers
with common risk characteristics that are represam of the customers’ abilities to pay all amaudie in
accordance with the contractual terms. The estirlates rate is considered insignificant at 30 ROWE9.

The estimated loss rate is estimated based orribstobserved default rates over the expectedolifthe debtors
and are adjusted for forward-looking information.
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10.

AGENCY PURCHASE OF GRAINS

Pursuant to the Fagaidian [2013] No. 229, Guolianog{2013] No. 265, Guoliangtiao [2014] No. 254 and
Guoliangtiao [2015] No.169 issued by certain Chéingesvernment authorities (the “Notices”), during theriod
from 30 November 2013 to 30 April 2014, the perfimin 30 November 2014 to 30 April 2015 and the @éfrom

1 November 2015 to 30 April 2016 (the “Designate@i® Purchase Periods”), certain subsidiaries ‘#mrusted
Subsidiaries”) of rice processing and trading besénentered into agency purchase agreements (thentsx
Purchase Agreements”) with branch companies of £l@nain Reserves Corporation (“Sinograin”), whishai
state-owned enterprise, and local grain author@feState Administration of Grain to purchase dertpuantities of
grains from farmers as agent of Sinograin at pribesl in the Agency Purchase Agreements duringtesignated
Grain Purchase Periods. According to the Noticesthe Agency Purchase Agreements, (a) the grairchpsed
are national grains reserve and should be storedparate warehouses of the Entrusted SubsidamgSinograin
is obliged to pay the Entrusted Subsidiaries with custody fees; (b) the funds for purchase of grains would be
financed by Agricultural Development Bank of Chif&ADBC"), which is a bank incorporated to implement
Chinese government’s agricultural policies, through bank loans lent to the Entrusted Subsidiaries; (c) the interest
expenses related to these bank loans would be rieiilgbursed by Sinograin to these Entrusted Sudrsédi once
the related government subsidies were granted to Sinograin; and (d) the principal of the bank loans should be repaid

to ADBC upon receipt of funds transferred from Sjraon when the grains are sold by Sinograin.

As at 30 June 2019, the balance owed by Sinogoainet Group was nil (31 December 2018: HK$52,183),@Mhd
the balance of short term unsecured bank loans dwethe Group to ADBC was nil (31 December 2018:
HK$52,183,000), as a result of the aforesaid aeaments. In view of the fact that the interest espsrio ADBC
can be fully reimbursed by the related interesbime from Sinograin, the interest expenses to ADBG the
related interest income from Sinograin were presgeiin a net basis in the condensed consolidatéehstat of
profit or loss.

ACCOUNTSAND BILLSPAYABLES

An aging analysis of the Group’s accounts and pilgables at the end of the reporting period, basettie invoice
date, is as follows:

30 June 31 December

2019 201¢

HK$'000 HK$'00C

(Unaudited) (Auditec)
Within 3 month 3,618,734 2,911,538
3 to 12 month 149,848 72,192
1to 2 year 20,972 16,592
Over 2 year 3,546 3,422
3,793,100 3,003,744

Accounts and bills payables are non-interest-bgaid are normally settled within one to three rhent
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW

In the first half of 2019, China’s GDP reached RNsB4llion according to preliminary calculation, up
6.3% year-on-year based on comparable price. Ghe@nomy has been operating within an expected
proper range, and remained stable while makinghéurprogress. However, the market fluctuated
notably due to the uncertain international tradarenment and unfavourable weather conditions & th
main material growing regions. The African swingdeepidemic affected the demand of animal feed
ingredients for hog breeding industry in China. Twenpetition for branded products’ market share
became intensive. As a result, the agri-food preiogsndustry faced increasing challenges.

China Agri-Industries Holdings Limited (“China Agror the “Company”) continued to execute the
existing strategy to promote the development ohteal business, and address the industry headwinds
with its integrated value chain. Leveraging thepdigp network, comprehensive production capacity
and mature customer channels that have been huithrough years of effort, the Company kept
expanding business scale. Total sales volume abmpapducts further increased year-on-year, driving
a 23.7% rise in revenue to HK$59,754.0 million. Ta@mpany’s overall capacity utilisation rate also
remained high, amid an increase in production agpadowever, adverse factors, such as weak
domestic demand for animal feed, led to a year@ar-yightened margin for the oilseeds processing
industry, which also affected the performance af tBompany’s oilseeds processing business. In
addition, there was more spending to expand thé&ehaf the branded rice and flour products. Profit
attributable to owners of the Company for the pbrv@as HK$448.8 million, versus HK$751.0 million
in the same period of 2018.

- Oilseeds Processing Business:

In the first half of 2019, the international oilssemarket fluctuated wildly due to the uncertain
international trade environment and unstable weath#he main material growing regions, making the
industry environment more complex. The overall pability of the oilseeds processing industry was
relatively low, mainly due to sluggish demand fainaal feed because of the epidemic in the domestic
hog breeding industry.

In spite of such a fluctuating market environmeiite Company’s oilseeds processing business
continued to benefit from its integrated value ohahe business team leveraged its raw material
procurement system to keep track the changes im#rket closely, appropriately adjust the sourdes o
procurement and ensure a stable and sustainalpé/aafraw material. In the meantime, by leveraging
its business capability in each link of value chdalme Company expanded income sources through
various channels to offset the negative impact edkvdemand. As a result, the Company achieved a
year-on-year increase in sales volume and valwu@ng the business reflected under the heading of
“information about the major customer” under notefZzhe condensed consolidated interim financial
information). The oilseeds processing businessphaactively taken measures to improve operational
guality and efficiency, reduce operating costs gmdease the effectiveness of spending. Nevertbeles
sluggish demand limited the cost pass-through tgbdf products such as oilseed meal. Against a
volatile market backdrop, the Company recordedjaificant year-on-year decline in gross margin and
significant drop in profit.
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During the period under review, the Company comthtio make progress in its branded edible oil
business by increasing its sales volume and mati@e among both retail and catering customers. In
terms of branding, the Company selected suitabl@éiansuch as local satellite TV, hypermarkets and
media display screens in lifts, to reach the tagyetup of small-packaged products according to
customer surveys to improve the effectiveness aadgon of advertisement. With over 35,000 offline
promotional activities, over 1,600 local commurstieampaigns and 40 roadshows during the period
under review, the Company enhanced its connectidh wonsumers to effectively improve sales
conversion rate. Meanwhile, the Company activelyetigped its mid-packaged edible oil business to
seize the market opportunity of fast-growing demahthe catering and restaurants. By leveraging its
advantages in production capacity, products peotfahd branding, sales volume rapidly grew via
classified distributor management, flagship stostal@dishment and product promotion. During the
period under review, the Company recorded totassablume of 1.055 million metric tons of branded
edible oil, representing a 13.9% year-on-year increase.

During the first half of 2019, the oilseeds protegdusiness sold 5.293 million metric tons of edd
meals and 3.070 million metric tons of vegetable 15i.4% and 26.0% increases, respectively, from a
high base for the same period last year. Reverse vy 29.4% year-on-year to HK$42,992.7 million.
Operating profit was HK$113.8 million, compared wiK$644.0 million in the same period of 2018.

- Rice Processing and Trading Business:

Since 2019, China has faced an oversupply of padl falling average prices for different rice
varieties compared with the previous year, whicbulght down material costs. Although the food
consumption of rice has been shrinking, demandniai-to-high end and premium rice has been
climbing steadily, driving the industry towards raobranding and refined businesses. Large-scale
companies continued to sharpen their edges in ptimtucapacity, utilisation rate and market share,
driving the market to further consolidate and hadpieading players to maintain healthy margins
despite the fierce competition.

During the period under review, with more resoungesinto branded business, the rice processing and
trading business achieved encouraging positiveoous in both brand promotion and featured product
development. During the Spring Festival sales sgake Company kicked off a promotional campaign
with the theme “Taking Fortune Home with You fortiSpring Festival #E& o 730 52 i 4F)”,
bringing the “Fortunef&lfi[ ])” brand closer to consumers. As the key new prodhe Company has
continued to push the marketing of “Fortune Jintace @Eilq[ ] H>K)” since it was launched at the
end of last year. With an integrated online andir@fmarketing slogan “Fortune Jintian Rice, Good
Rice from Good Growing Regionsgi&E K » EHIF ACKEF)”, awareness of the product has
been effectively spread within customers. In additithe Company organised the 2019 China Agri
Fortune Paddy Ploughing Culture Festivalfg(gEErT 2019 F/KFfEa#Sz{EERN) in Hulin City of
Heilongjiang Province, one of the best high-quatite growing regions in China, to further promote
the provenance of “Fortune Jintian Rig&lffn[ J<:H>K)” and strengthen its brand recognition. The
Company also participated in the ¥00hina National Food and Drinks Faif (100 /& 4 B P rg i

A2 5y€r) in Chengdu City to demonstrate the strengthopibducts and brands, which also helped to
draw more attention from the market. During theiqgeunder review, the Company’s increased sales
expenses helped further sales growth of brandedpmioducts. The market share for the Company’s
branded rice business was approximately 12,9&taining the leading position in the industry.

1 Branded edible oil includes small-packaged oil for retail customers and mid-packaged oil for catering customers.
2 Data source: AC Nielsen, hypermarkets of 16 major cities.
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The Company leveraged its well-established busirgssem and actively grew the scale of its
import/export business to generate new growth dsivé\s a result, the sales volume increased
significantly year-on-year and the capacity utiisa rate remained stable at high level. By closely
controlling the integrated value chain, China Agas able to deliver reliable and stable productityua
as well as record high delivery efficiency, whickinforced a premium corporate image in the
international market. The Company currently expgrsducts to customers in over 70 countries and
regions.

During the period under review, with strong supdostn the Company’s international trade business
system, total sales volume of major products fer tice trading and processing business increased
34.7% year-on-year to 2.100 million metric tons] aevenue rose 22.9% year-on-year to HK$9,138.0
million. The gross profit margin was declined stigtyear-on-year, which remained at a relativelghhi
level. Due to a continual increase in marketingemges for branded products, operating profit dedlin

to HK$331.4 million compared with the same periast lyear.

- Wheat Processing Business:

Since the start of 2019, the domestic supply ofatihas been sufficient, which has reduced theafost
raw materials. Driven by the increasing demandsfacial-purpose and branded flour products, market
leaders have continued to gain more market shaveiekder, the capacity utilisation rate across the
sector has been inadequate, which put pressurgsofitability. Against a backdrop of declining bran
prices, the profit margin of the entire industr lieeen further squeezed.

As one of the market leaders, the Company has aetrely implementing its strategic plan to boost
the scale of the wheat processing capacity. Aitercdompletion of the acquisitions to extend foatbpri
in high-quality material growing regions in lastayethe Company made another acquisition in Tianjin
City during the period under review to achieve mitian 20% growth in wheat processing capacity. As
a result, this effectively improved the Companys/erage and capacity in the key Beijing-Tianjin-
Hebei market, laying a solid foundation for furthesles growth. Moreover, with the support of
technology, the wheat processing business sucdigssieveloped 26 new flour products, 10 new
noodle products, and 2 high-end baking flour to tibe market demand. Product portfolio became
more complete, which helped boost the Companyé&sgagrformance.

Focusing on high-quality development, the Companyhér increased its investment in the branded
flour business with multi-channel synergies in #aréto drive the sales volume of major produdtse
Company concentrated its efforts on expanding tbeemage of its branded flour products in
supermarkets to improve its penetration rate. $o ahcentivised distributors to sell high margin
products in order to support sales growth. Furtloeemthe Company cooperated with several important
ecommerce platforms to conduct new product interceharketing campaigns and joint promotion of
rice and flour products to increase potential cogiobase. With the support of the marketing program
the Company has accumulated 33,000 more saledyutkdping to deliver faster year-on-year growth
in sales volume of branded flour products.

During the period under review, the sales voluméaafr products in the Company’s wheat processing
business increased by 12.9% year-on-year to 1.4llormmetric tons. Revenue was HK$6,191.7

million, an increase of 3.7% year-on-year. The grpofit margin was relatively stable year-on-year.
Due to the increase in marketing expenses for e@pdoducts, operating profit decreased to HK$61.1
million.
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- Brewing Materials Business:

In the first half of 2019, brewing material markatd supply were affected by abnormal weather
conditions in the major barley growing regions bé tworld and changes in the international trade
environment, which brought more challenges to thariess. Factors such as a delayed summer led to
sluggish demand for beer, which negatively affedtezl domestic demand for malt. In addition, raw
material suppliers for beer faced greater salesspre due to the high inventory among customers.

The Company analysed the supply and demand ohattee suppliers to actively respond to policy
changes of the major material supply country. Bykimg alternate plans and managing risks, the
Company managed to secure a relatively stable gupbw materials, and thus mitigate the pressure
of rising costs. Supported by its technical capidd, the Company followed the trends in the hegtat
and craft beer markets to further upgrade its petedportfolio and mitigate the challenges of weak
demand to maintain sales volume. With effective aggment, the Company maintained high capacity
utilisation, effectively controlled the productionsts and various expenses, keeping profit andreatu

a high level.

During the period under review, the sales volummalt for the Company’s brewing materials business
decreased slightly by 1.9% year-on-year to 358/0@@ric tons. Revenue, supported by rising product
prices, increased by 1.3% year-on-year to HK$1B0Gillion. Gross profit margin declined slightly
year-on-year. Operating profit, increased signiftba year-on-year to HK$120.0 million due to the
lower base in 2018, which mainly owing to the céssaof operations of a plant in Inner Mongolia,
which resulted in the recognition of impairmentdes on property, plant and equipment of HK$128.5
million in last year.

Outlook

Looking ahead to the second half of the year, titermational trade environment and commodity
markets will remain complex, which may still posiogallenges to the operation. The Company will
continue to focus on its branded business straltgi®By deepening the cooperation with the upstrea
and downstream value chains, enhancing coordinasionoss product categories and improving
effectiveness of spending, China Agri will keep axging the business scale of branded oil, rice and
flour products. With more efforts put on lean maragnt and cost savings, the Company will improve
the operational efficiency of newly-expanded catyatd match the growth in sales volume and market
share, enhancing its industry leading position @mpetitiveness.
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FINANCIAL REVIEW
Overview of Financial Results for the Six Months Ended 30 June 2019

Revenue

For the six months ended 30 June

2019 2018
HK$ million HK$ million

Business units:
Oilseeds processing 42,992.7 33,224.2
Rice processing and trading 9,138.0 7,438.3
Wheat processing 6,191.7 5971.4
Brewing materials 1,305.9 1,289.4
Corporate and others 125.7 396.9
59,754.0 48,320.2

For the six months ended 30 June 2019, the Gronpncmusly cultivated new markets, promoted its
branded business and expanded its business sedés Wlume of major products, particularly in
edible oil, rice and flour, grew year-on-year, ntaining the overall capacity utilisation rate ahigh
level. The revenue of the Group during the peritateéased by 23.7% to HK$59,754.0 million from a
year earlier.

Gross Profit and Gross Profit Margin

During the period, the breeding industry witnestdling hog stocks mainly due to the impact of the
African swine fever, resulting in a weaker demand &wer overall market prices of soybean meals
and other materials for animal feeds and a narroawarage profit margin of domestic oilseeds
processing industry. Under pressure from theseffscthe overall gross profit of the Group declitgd
16.3% to 3,658.3 million and gross profit margirogped by 2.9 percentage points to 6.1% as
compared with the corresponding period in 2018.

Selling and Distribution Expenses

During the period, due to an increase in logistpenses owing to larger sales volume and an
investment in marketing expenses for the brandathbss, the selling and distribution expenses @f th
Group were HK$2,390.2 million (six months endedl8@e 2018: HK$2,230.0 million), accounting for
4.0% of the Group’s revenue (six months ended 3@ A018: 4.6%) and representing a year-on-year
increase of 7.2%.
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Administrative Expenses

During the period, the Group’s administrative exggEndecreased by 24.7% year-on-year to HK$723.4
million due to adjustments to performance basedureration for employees and continual
improvement on operational quality and efficiency.

Finance Costs

During the period, the average interest rate oDd8ar (“USD”) loans of the Group increased year-on
year as a result of increases in interest rate D Uh 2018, and the average size of trade finance
slightly increased as compared with correspondiegop last year. The finance costs of the Group
were HK$379.8 million (six months ended 30 June&®K$302.7 million), up 25.5% as compared
with the same period last year. An analysis offit@nce costs by category is as follows:

For the six months ended 30 June

2019 2018
HK$ million HK$ million
Interest on loans:
Bank loans 299.0 274.2
Loans from fellow subsidiaries 75.9 294
Loans from the ultimate holding company 2.3 0.6
Loans from non-controlling shareholders of subsid& 0.2 -
377.4 304.2
Interest on lease liabilities:
Lease liabilities due to third parties 2.0 -
Lease liabilities due to the ultimate holding compa 13 -
Lease liabilities due to fellow subsidiaries 1.0 -
4.3 -
Total interest expenses on financial liabilities
not at fair value through profit or loss 381.7 304.2
Less: Interest capitalised (1.9) (1.5
379.8 302.7

Profit Attributable to Owners of the Company

During the period, the Group continued to implemignexisting strategies and promoted its branded
business. The sales volume of major products gkowever, the weaker demand on animal feeds
affected the business performance of the oilseedsepsing business of the Group and selling and
distribution expenses increased as compared watltdhresponding period last year, leading to a-year
on-year decline in profit attributable to ownerstod Company during the period to HK$448.8 million.
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Interim Dividend

The Board has declared the payment of an intenndeind of 1.7 HK cents (six months ended 30 June
2018: 3.6 HK cents) per share for the six monthded30 June 2019. This interim dividend will be
payable on or around 31 October 2019 to sharel®ldkrose names appear on the register of members
of the Company on 16 September 2019.

Significant Investments Held and Material Acquisitions and Disposals of Subsidiaries

On 13 March 2019, COFCO Rice (HK) No.6 Limited (ERiN0.6”), a wholly-owned subsidiary of the

Company, and COFCO Corporation (“COFCQ”) enterei ithe Shenyang Rice Capital Increase
Agreement, to agree upon the capital increase iIF@® Shenyang Rice Processing Limited
(“Shenyang Rice”) on a pro-rata basis. Pursuanivhich, Rice No.6 and COFCO made a capital
increase in an amount of approximately RMB87,609,@hd approximately RMB12,253,000 in

Shenyang Rice, respectively. The capital incredsRice No.6 was paid in cash out of the internal
funds of the Group. Immediately after the completiof capital increase in Shenyang Rice, the
shareholders and shareholding ratio of Shenyang Rimain the same, and Shenyang Rice is still
being held as to 87.73% by Rice No.6 and 12.27%0®yCO. The capital increase transaction was
completed on 24 April 2019.

On 13 March 2019, COFCO Rice (HK) No.2 Limited (ERiNo0.2"), a wholly-owned subsidiary of the
Company, and COFCO entered into the Yancheng Raget& Increase Agreement, to agree upon the
capital increase in COFCO Rice (Yancheng) Co., (tddancheng Rice”) on a pro-rata basis. Pursuant
to which, Rice No.2 and COFCO made a capital ireem an amount of RMB17,846,000 and
RMB2,154,000 in Yancheng Rice, respectively. Thaitehincrease of Rice No.2 was paid in cash out
of the internal funds of the Group. Immediatelyeafthe completion of capital increase in Yancheng
Rice, the shareholders and shareholding ratio ocieng Rice remain the same, and Yancheng Rice is
still being held as to 89.23% by Rice No.2 and I% by COFCO. The capital increase transaction was
completed on 15 April 2019.

Please refer to the Company’s announcements daBedJMarch 2019 for the details of the
abovementioned transactions.

Saved as disclosed above, the Group did not hayeotrer significant investments held nor any
material acquisitions and disposals of subsidiatiesng the period.
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Working Capital and Financial Policy

The Group closely monitors the liquidity of fundiagd the availability of financial resources tounes
that cash inflows generated from operating acésittogether with undrawn banking facilities are
sufficient to meet the demands required for dagdg-operations, loan repayments, capital experalitur
and potential business expansion opportunitiesinguhe period, the Group’s working capital needs
were financed primarily by the accumulated surglong bank borrowings.

The Group adheres to a prudent and stable finapolady and commits to developing new external
funding channels, strengthening fund-raising cdpgland ensuring liquidity of funding. The Group
aims to raise turnover rate and generate more tpgreash flows as well as pursuing a centralised
cash management on surplus funding. Besides, tbepGhas actively used hedging tools to avert
foreign exchange risk exposure on the foreign debts

The Group entered into a financial services agre¢méh COFCO Finance Co., Ltd. through COFCO
Agri-Industries Management Co., Ltd. (a subsidiairyhe Company) for the purpose of achieving more
efficient deployment and application of funds withhe Group so as to reduce the average borrowing
costs and better facilitate intra-Group settlemsgrvices. During the year, the Group enhanced the
liquidity of funds, reduced finance costs and dffety monitored the use of funds through this
treasury platform.

Cash and Bank Deposits

Cash and bank deposits (including restricted casla@k) of the Group were HK$5,632.6 million as at

30 June 2019 (31 December 2018: HK$8,318.3 milli@yring the period, the Group recorded net
cash inflows from operations of approximately HKE85.5 million (year ended 31 December 2018: net
cash outflows of HK$882.5 million). These liquidnfls were mainly denominated in Hong Kong

dollars, Renminbi and USD.
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Bank L oans and Other Borrowings

Total interest-bearing bank loans and other bomgwi amounted to HK$18,499.9 million (31
December 2018: HK$22,190.9 million) as at 30 Jud&92 The borrowings were mainly used for the
daily operation and business expansion of the Grobpse loans are repayable within the following
periods:

30 June 31 Decembe

2019 2018

HK$ million HK$ million
Within one year or on demand 18,408.9 22,093.9
In the second to fifth years, inclusive 45.5 45.6
Beyond five years 45.5 51.4
18,499.9 22,190.9

Interest-bearing bank loans carried annual interagts ranging between 2.77% and 5.22% (31
December 2018: between 2.80% and 5.22%). Otheoworgs carried annual interest rates ranging
between 1.08% and 4.57% (31 December 2018: betd€¥% and 4.57%). These interest-bearing
bank loans and other borrowings were mainly denatathin Hong Kong dollars, Renminbi and USD.

As at 30 June 2019, the Group has pledged prog®ant and equipment and land use rights, with an
aggregate carrying value of HK$103.9 million (31cBmber 2018: HK$38.1 million), deposits of
HK$317.9 million (31 December 2018: HK$526.7 milljoand no bills receivables (31 December
2018: HK$159.8 million) to secure bank loans andkirag facilities.

The Group had no unutilised committed banking fixeed as at 30 June 2019 and 31 December 2018.

The Group will continue to obtain financing on amsacured basis whenever possible and supplement
such borrowings with secured financing.
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Financial Ratios

The Group’s financial ratios at 30 June 2019 an®8tember 2018 are set out below:

30June 31 Decembe

2019 2018

Net gearing ratio (the ratio net debts to equity attributable to 44.0% 47.9%
owners of the Company)

Liquidity ratio (the ratio of current assets to raunt liabilities) 1.31 1.28

Quick ratio (the ratio of current assets less itoBas 0.55 0.63

to current liabilities)
Net debt represents the Group’s total interestibgdrank loans and other borrowings less cash and
cash equivalents and restricted cash at bank. fdnerenet debt of the Group was HK$12,867.3
million at 30 June 2019 (31 December 2018: HK$13,8illion).
Capital Expenditures
The total capital expenditures of the Group forpgkeéod ended 30 June 2019 are tabulated below:

For the six months ended 30 June

2019 2018
HK$ million HK$ million

Business units:
Oilseeds processing 430.4 207.5
Rice processing and trading 250.9 54.0
Wheat processing 1,310.6 73.6
Brewing materials 37.4 41.0
Corporate and others 32.2 9.3
2,061.5 385.4
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Capital Commitments

Capital commitments contracted but not providedifothe Group’s condensed consolidated interim
financial statements as at 30 June 2019 are sebedoiv. These commitments are to be financed by
loans and working capital of the Group.

30 June 31 December
2019 2018
HK$ million HK$ million
Capital commitments in respect of property, pland a
equipment:
Contracted, but not provided for 1,489.7 1,248.7

HUMAN RESOURCES

The Group employed 18,011 (31 December 2018: 17,6%6f as at 30 June 2019. The Group’s
employees are remunerated based on job naturermparfice assessment result and market trends with
built-in merit components. Total remuneration (utthg directors’ and chief executive’s remuneration
for the period ended 30 June 2019 amounted to appately HK$1,048.8 million (six months ended
30 June 2018: HK$1,254.9 million). Employees in Bldfong receive retirement benefits, mostly in
form of a Mandatory Provident Fund entitlement, ansimilar benefit scheme is offered to employees
in Mainland China. Of the total remuneration, pensscheme contributions amounted to HK$104.6
million (six months ended 30 June 2018: HK$98.9iai) for the period.

The Company adopted a share option scheme on 12r§a2007 to attract, retain and motivate senior
management personnel and key employees, and preliglble participants with an opportunity to
acquire equity interests in the Company that wandourage them to work towards enhancing the
value of the Company and its shares. The sharerogttheme of the Company expired on 21 March
2017. As at 30 June 2019, there were 94,340,006tamding share options granted, which are
exercisable in accordance with the terms of théredshare option scheme.

Besides, the Group also encourages employee patimn in continuing training programmes,

seminars and e-learning courses, through which emliance their career development and technical
skills for tapping individual potentials.
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PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIESOF THE COMPANY

Neither the Company nor any of its subsidiariescpased, sold or redeemed any of the Company’s
listed securities during the six months ended 3@ 019.

INTERIM DIVIDEND

On 28 August 2019, the Board resolved to declagegpttyment of an interim dividend of 1.7 HK cents
per ordinary share for the six months ended 30 20048 (the “2019 Interim Dividend”) payable on or
around 31 October 2019 to shareholders of the Coynpéhose names appear on the register of
members of the Company on 16 September 2019 (tbediid Date”).

The “Notice Regarding Matters on Determination @XxTResidence Status of Chinese-controlled
Offshore Incorporated Enterprises under Rules d¢diffe Management” was issued by the State
Administration of Taxation of PRC (the “SAT”) on Zril 2009 (the “Notice”). The implementation
of the Notice commenced on 1 January 2008. In 20E3Company received the SAT approvals which
confirmed that (i) the Company is regarded as a Chinese Resident Enterprise; and (ii) relevant
enterprise income tax policies shall be applicablehe Company starting from 1 January 2013.
Pursuant to the Notice, the “Enterprise Income Taw of the People’s Republic of China” (the
“Enterprise Income Tax Law”) and the “Detailed Rafer the Implementation of the Enterprise Income
Tax Law of the People’s Republic of China” (the filementation Rules”), the Company is required
under the laws of the PRC to withhold and pay @miee income tax for its non-resident enterprise
shareholders to whom the Company pays the 201@irmteividend. The withholding and payment
obligation lies with the Company.

Pursuant to (i) the Notice, (ii) the Enterprisedme Tax Law and the Implementation Rules, and (iii)
the SAT approvals, the Company is required to valtiti0% enterprise income tax when it distributes
the 2019 Interim Dividend to its non-resident eptise shareholders. In respect of all shareholders
whose names appear on the Company’s register ofbersmas at the Record Date who are not
individuals (including HKSCC Nominees Limited, corpte nominees or trustees such as securities
companies and banks, and other entities or org#msa which are all considered as non-resident
enterprise shareholders), the Company will distebthe 2019 Interim Dividend after deducting
enterprise income tax of 10%. The Company willwiahhold and pay the income tax in respect of the
2019 Interim Dividend payable to any natural perstrareholders whose names appear on the
Company’s register of members on the Record Date.

If any resident enterprise (as defined in the Emise Income Tax Law) listed on the Company’s
register of members which is duly incorporatedna PRC or under the laws of a foreign country (or a
region) but with a PRC-based de facto managemedy, bdoes not desire to have the Company
withhold the said 10% enterprise income tax, itwtiolodge with Tricor Progressive Limited
documents from its governing tax authority confimgnithat the Company is not required to withhold
and pay enterprise income tax in respect of thedeind that it is entitled before 4:30 p.m. on 13
September 2019.
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Investors should read the above carefully. If amyaould like to change the identity of the holdiers
the register of members, please enquire aboutdleeant procedures with the nominees or trustees.
The Company will withhold for payment of the entgsp income tax for its non-resident enterprise
shareholders strictly in accordance with the ratéVaws and requirements of the relevant government
departments and adhere strictly to the informasieinout in the Company’s register of members on the
Record Date. The Company assumes no liability voeatsr in respect of, and will not entertain any
claims arising from, any delay in, or inaccuratéedaination of, the status of the shareholdersnygr a
disputes over the mechanism of withholding.

CLOSURE OF REGISTER OF MEMBERS

For determining the entitlement to the 2019 Intebimidend, the register of members of the Company
will be closed on 16 September 2019. No transféshares will be registered on that date. In otder
be qualified for entitlement to the 2019 Interimvidiend, all transfer documents accompanied by the
relevant share certificates must be lodged forstegfion with the share registrar and transferceffof

the Company, Tricor Progressive Limited at Level Bdpewell Centre, 183 Queen’s Road East, Hong
Kong by 4:30 p.m. on 13 September 2019.

CORPORATE GOVERNANCE CODE

During the six months ended 30 June 2019, the Coynpamplied with all the code provisions and,
where appropriate, the applicable recommended firestices set out in the Corporate Governance
Code contained in Appendix 14 to the Rules Govegrtime Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules&xcept for a deviation from the code provision
E.1.2. The code provision E.1.2 provides that thaircman of the board should attend the annual
general meeting. Mr. Luan Richeng, the ChairmathefBoard, was unable to attend the annual general
meeting of the Company held on 31 May 2019 duethherdbusiness engagement. Mr. Wang Zhen, an
executive director and the managing director of @wmpany, took the chair of the annual general
meeting and all other chairmen of Board commitetéended the meeting.

MODEL CODE FOR SECURITIESTRANSACTIONSBY DIRECTORS

The Company has adopted the Model Code for Seesifitransactions by Directors of Listed Issuers
(the “Model Code”) as set out in Appendix 10 to thisting Rules as the principal standards of
securities transactions for directors of the Comgpdtach of the directors of the Company have
confirmed, following specific enquiry of all therdctors by the Company, that they have complied wit
the required standards as set out in the Model @adag the six months ended 30 June 2019.

REVIEW OF INTERIM RESULTS

The unaudited condensed consolidated interim fimdndformation of the Company for the six months
ended 30 June 2019 has been reviewed by the Aodintttee of the Company.
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PUBLICATION OF THE INTERIM RESULTSAND INTERIM REPORT

This results announcement is published on the Cagpavebsite(http://www.chinaagri.comand the
website of The Stock Exchange of Hong Kong Limit€de 2019 interim report of the Company will
be available on the aforementioned websites angatigdsed to shareholders of the Company before 30
September 20109.

By Order of the Board
ChinaAgri-IndustriesHoldings L imited
LUAN Richeng
Chairman

Hong Kong, 28 August 2019

As at the date of this announcement, the Board aeayp Mr. LUAN Richeng as chairman of the
Board and non-executive director; Mr. WANG Zhen, MtJ Guanghong and Ms. HUA Jian as
executive directors; Mr. JIA Peng and Mr. MENG Qjog as non-executive directors; and Mr. LAM
Wai Hon, Ambrose, Mr. Patrick Vincent VIZZONE and ®NG Teck Chye as independent non-
executive directors.

This announcement has been issued in the Englisgude with a separate Chinese language

translation. If there is any conflict in the ann@@ment between the meaning of Chinese words or
terms in the Chinese language version and Englstdsvin the English language version, the meaning

of the English words shall prevail.
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