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China Mengniu Dairy Company Limited (the “Company”; stock code: 2
and its subsidiaries (collectively “the Group” or “Mengniu”) manufactur
distribute quality dairy products in China. It is one of the leading
product manufacturers in China, with MENGNIU as its core brand.

offers diversified products including liquid milk, ice cream, milk form
cheese. In 2020, Mengniu ranked eighth on the “Global Dairy Top 1(
published by Rabobank. Mengniu also made it again among Brand Finan

list of the top 500 most valuable brands of the world for the secon
consecutive year. As at the end of June 2020, the Group's annual dairy
production capacity reached 9.75 milion tons. In March 2014, Mengniu
became a Hang Seng Index constituent, making it the first blue chip Chinese
dairy product enterprise. In August 2020, Mengniu was included as a
constituent of Hang Seng Corporate Sustainability Index and Hang Seng
ESG50 Index.

BRFIAEERAR (AR RO : 2319) RETF AR (FEIER
SEISZFDRHEEERIHEEEINE M - BELFEQEESF =
FERATRELNILREERZ — SFREST(EHESR  BIER
BEAT) K I RPBESR - —TTF  KEREHAERITAM
W 2BRAE BRI PR E )\ KA TREE S = FA15|Brand Finance ) 2Bk
RAEBERE00M BE_T-_TFANARKIL  NEEAZRNFEE
BENEITSENE - —T—F=F REBMABERBEOEK  KAER
FEIANKCEEER IR T _TFENAARELFEERECEE
H I 18 £ ESG50IE L ©




59

65

CONTENTS
H &%

Corporate Information
ARER

Highlights

BE

Management Discussion and Analysis

EEENWRR N

Report of the Directors
EEgRE

Independent Review Report
BYEHRE

Interim Condensed Consolidated
Statement of Profit or Loss

FHERAGRSEER

Interim Condensed Consolidated

Statement of Comprehensive Income

FHERRE 2 ERER

Interim Condensed Consolidated
Statement of Financial Position

PHI AR S MR R R
Interim Condensed Consolidated
Statement of Changes in Equity
FHIRGS R BT R
Interim Condensed Consolidated
Statement of Cash Flows
PHIRZEHERER

Notes to Interim Condensed
Consolidated Financial Information

IR S M ERME

(o]




002 China Mengniu Dairy Company Limited Interim Report 2020 'D

0 O

CORPORATE INFORMATION
N RER

Board of Directors BEXxg

Executive Directors HITES

Mr. LU Minfang (Chief Executive Officer) BRI (BE)

Mr. MENG Fanijie w LR E

Non-executive Directors FHITES

Mr. CHEN Lang (Chairman) BREASE & (F/2)

Mr. NIU Gensheng ERAELE

Mr. Tim Qrting JORGENSEN Tim @rting JORGENSEN %% 4=

Mr. Pascal DE PETRINI Pascal DE PETRINI4E 4

Independent Non-executive Directors BYFHITESE

Mr. JIAO Shuge (alias JIAO Zhen) (Vice-Chairman) FERE(XBER) KE (FFE)

Mr. Julian Juul WOLHARDT Julian Juul WOLHARDT & 4

Mr. ZHANG Xiaoya oR e 58 ST A

Mr. YAU Ka Chi BRB K E

Senior Management SREEE

Mr. ZHANG Ping oK 5t A

Mr. GAO Fei mREE

Mr. WEN Yongping KR E

Mr. LUO Yan EEXE

Mr. ZHANG Zhaoxu SREAMBSE A&

Ms. DAl Lu L7 g

Mr. YANG Zhigang 15 M 5 A

Mr. ZHANG Yong RESLE

Mr. LI Pengcheng FlsFE k£

Mr. KWOK Wai Cheong, Chris (Qualified Accountant & Company — SMMEE %4k (& BIE S AT R 4 AlfeZE)
Secretary)

Stock Code ik

Hong Kong Stock Exchange 2319 BEABER ST 2319

Investor Relations Contact REEBRBEHEA

Ms. Willow WU RMPEL L

32nd Floor, COFCO Tower Ep

262 Gloucester Road, Causeway Bay 3 3% & & 4T 38 2625

Hong Kong H g K E324E

Email: ir@mengniu.cn BE UL © ir@mengniu.cn

Website: www.mengniuir.com 484k © www.mengniuir.com

/—\\—//’//\/_\
I conmiei, ) — =



Place of Business in Hong Kong
32nd Floor, COFCO Tower

262 Gloucester Road, Causeway Bay

Hong Kong

Registered Office

Maples Corporate Services Limited
P.O. Box 309

Ugland House

Grand Cayman KY1-1104
Cayman Islands

Principal Share Registrar
SMP Partners (Cayman) Limited
Royal Bank House — 3rd Floor

24 Shedden Road

P.O. Box 1586

Grand Cayman, KY1-1110

Cayman Islands

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

183 Queen’s Road East, Wanchai

Hong Kong

Legal Advisors
As to Hong Kong Law
Sullivan & Cromwell (Hong Kong) LLP

As to Cayman Islands Law
Maples and Calder Asia

Principal Bankers
Agricultural Bank of China

BNP Paribas

DBS Bank

Industrial Commercial Bank of China
Rabobank

Standard Chartered Bank

Auditors
Ernst & Young

Investor Relations Consultant
Strategic Financial Relations (China) Limited

REhﬁ*ﬂ#J////:::::::::::ZZ::::_‘““““

TEE4AEERAT —TTFPRERE 003

CORPORATE INFORMATION
DNEEHR

EREEME
B8

i 3% & & 4T 38 2625
HR g K E324E

2R EE

Maples Corporate Services Limited
P.O. Box 309

Ugland House

Grand Cayman KY1-1104
Cayman Islands

FTERNBFELE
SMP Partners (Cayman) Limited
Royal Bank House — 3rd Floor
24 Shedden Road

P.O. Box 1586

Grand Cayman, KY1-1110
Cayman Islands

EEROBFBED R
BERERRELFELBRAA
B8

B 2R ANBR183%

AR 4618

EEEME

BB AR

BRI o 52 M0 AL B R AT B AT (B7)
BREREELD

F 27 S % E
Maples and Calder Asia

FEARRIT
B 2 4R 1T
EEERRT
BRI
B T AR 1T
HA ERAT
BATRTT

22
T

REEBERER
W S AR (B ) AR A A p 0

O = ) O <:



004 China Mengniu Dairy Company Limited Interim Report 2020 (D

0 O

HIGHLIGHTS
HE

2020 2019
—EZEF ZEZ-NF
For the six months ended BEASA=1THIEAEA RMB’000 RMB’000
30 June (Unaudited) (REER) AR®BTRT ARETE
Revenue WA 37,533,450 39,857,239 -5.8%
Gross profit EH 14,652,386 15,578,729 -5.9%
Profit attributable to Owners of RAREE AEMLFE
the Company 1,211,526 2,076,926 —41.7%
Net cash flows from operating REEBEENFRERE
activities 2,696,776 2,640,283 2.1%
Earnings per share (RMB) BRAEMN(AR®T)
— Basic —HK 0.309 0.531 -41.8%
— Diluted —#E 0.308 0.531 -42.0%

o The Group generated revenue of RMB37,533.5 million for the e

six months ended 30 June 2020 (2019: RMB39,857.2
million), representing a decrease of 5.8% year-on-year.
Excluding the business of Shijiazhuang Junlebao Dairy Co.,
Ltd. (“Junlebao”), which was disposed in 2019, and
Bellamy’s Australia Limited (“Bellamy’s”), which was
acquired in 2019, the Group’s revenue from comparable
businesses amounted to RMB36,887.7 million (2019:
RMB33,715.4 million), representing a year-on-year increase
of 9.4%. During the period, the Group continued to
maintain a trend of high-quality development while each of
its main product categories continued to focus on upgrade
and innovation in order to satisfy consumers’ demand for
quality life.
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Profit attributable to owners of the Company amounted to

RMB1,211.5 million (2019: RMB2,076.9 million),
representing a decrease of 41.7% as compared with the
corresponding period last year. The profit attributable to
owners of the Company from comparable businesses
(excluding Junlebao and Bellamy’s) was RMB1,158.4 million
(2019: RMB2,001.6 million), representing a decrease of
42.1% as compared with the corresponding period last
year. The decrease in profits mainly attributed to an
increase in the costs of the Group due to the following
measures taken in the first quarter of 2020: () the Group
had incurred additional expenses on epidemic prevention
and control to safeguard the health and safety of its
employees, and to ensure the resumption of work and
production; (i) the Group had incurred additional marketing
expenses to accelerate the reduction of inventories in its
distribution channels; and (i) the Group had actively fulfilled
its corporate social responsibilities and had made cash and
dairy product donations to those in need.

After the outbreak of the COVID-19 Epidemic (the “Epidemic”)
in early 2020, Mengniu immediately activated the emergency
response mechanism, centralising the deployment of various
business divisions around the world to carry out prevention
and control work, resuming work and production on the
premise that both the employee safety was protected and
product safety was ensured. During the Epidemic, Mengniu
adhered staunchly to its stance to maintain procurement of
every drop of qualified fresh milk, helping partners on the
upstream of the industrial chain like ranches achieve
sustainable development while providing a strong support to
ensure a rapid growth in the second quarter. Mengniu
timely invested in promotional expenses to reduce channel
inventory, actively carried out e-commerce, home delivery
business and community group marketing, thereby
facilitating a full recovery of the multi-channel sales. Overall
business realized a strong recovery in the second quarter.
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Mengniu undertook social responsibilities actively, donating
cash and products to provide nutritional support to the
medical institutions and frontline institutions of epidemic
control across the country while donating and constructing
an emergency supply centre in Wuhan. In addition, Mengniu
fully exploited its powerful logistics capacity, joined with the
China Charity Federation and the Blue Sky Rescue Team to
carry out a large scale delivery of relief materials across the
nation, completing the delivery of more than 40 million
pieces of supplies in Wuhan alone. Moreover, all the dairy
products donated by Mengniu were delivered to the
frontline anti-epidemic personnel within two weeks. Through
outstanding performance in assuming social responsibility,
Mengniu has greatly enhanced its corporate and brand
reputation.

During the period, for room temperature business, the
revenue growth of Mengniu branded pure milk further
increased. After the launch of the new products of Mik
Deluxe, Just Yoghurt and Fruit Milk Drink, room temperature
liquid milk business achieved a breakthrough in sales
growth. By launching the new chilled products with high
added value, the sales of the chilled products led the
industry. Focusing on the Shiny Meadow and Modern
Meadow brands, the fresh milk business launched new
products and packagings which boosted an almost doubling
growth in sales as compared to the corresponding period
last year.
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The ice cream business focused on its star brands, such as

Suibian, Deluxe and Mood for Green, actively
communicated with consumers. The cheese business
created the Arla ASCX brand which achieved a high
revenue and profit growth against adverse market trend. In
terms of the milk formula business, Yashili continued to
make every effort to adjust its channels and product
strategies. Bellamy’s brand milk formula and baby food
products have also achieved a favourable growth with a
significant increase in profitability.

Revenue by Product Mix

For the six months ended 30 June
RMB Million

AREEET

32,565.3
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MANAGEMENT DISCUSSION AND ANALYSIS
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INDUSTRY REVIEW

Despite the challenges brought by the Epidemic which have
resulted in the decrease in China’s GDP in the first quarter of
2020 by 6.8% year-on-year, under the leadership of the Chinese
government and the united efforts on epidemic control and
prevention across the country, the situation has been continuously
improving and resumption of work, production, business and
operations has been accelerating. The Epidemic has been
gradually alleviating and China’s economy has been steadily
recovering since April, reversing the contraction in the first
quarter. In the second quarter, China’s GDP has increased by
3.2% year-on-year. In the first half-year of 2020, China’s GDP has
reached approximately RMB45.66 trillion, representing a slight
decrease of 1.6% year-on-year, reflecting the resilience of China’s
economy.

For the development of the dairy industry, the upstream and
downstream enterprises of the industrial chain, including feedstuff
and raw material production, rearing and breeding, processing,
point of sales, as well as the logistics between each sector, have
faced the impact of the Epidemic in the first quarter of the year.
With the alleviation of the Epidemic in the second quarter,
production and supply operation of the industry has steadily
returned to normal and the demand for dairy products has
gradually recovered.

While the Epidemic brought short term challenges to the dairy
industry, it further boosted consumption upgrade of dairy
products. The Epidemic has raised consumers’ concern for
nutrition, health, immunity enhancement and the quality of
products, which provided the drive for revitalization and
transformation of the dairy industry. On 8 February, 2020, the
National Health Commission of the PRC issued the “Nutrition and
Dietary Advice on Prevention and Recovery from Novel
Coronavirus Infected Pneumonia” and recommended that
“moderate or recovering patients should consume 300g of milk
and dairy products per day (Yogurt can be consumed more as
they provide intestinal probiotics)”. On 26 February, the National
Association of Health Industry and Enterprise Management, the
Chinese Nutrition Society, the Dairy Association of China and the
China Dairy Industry Association jointly published the “Guidelines
on Consumption of Milk and Dairy Products for Chinese Citizens”,
recommending the public to consume 300g of liquid milk or other
dairy products with protein content equivalent to 300g of liquid
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The above mentioned

milk to promote a healthy diet.
recommendations from the government and authoritative
institutions promoted growth in the consumption demand for dairy

products and probiotics beverages as well as consumption
demand for functional dairy products, boosting the innovation of
dairy product categories. The categories and product mix of dairy
products will be gradually enriched and the scale of different
product categories, including room temperature pure milk, chilled
fresh milk, chilled yogurt and cheese, will be expanded while
consumer demand for high-end organic milk with higher quality
will become more prominent.

As for channel development, benefiting from consumers’ habit of
staying at home during the Epidemic and their pursuit of
convenience, new retail business mode, such as e-commerce and
020 home delivery, demonstrated rapid growth in the first quarter
this year. With the Epidemic slowing down in the second quarter,
some of the sales through e-commerce and the new retail mode
has moved to offline channels. However, as online shopping had
already become a habit, e-commerce maintained a significant
growth in the fast-moving consumer products market in the
second quarter. Leading retailers successively expanded their
small-scale fresh supermarkets in the communities. They
strengthened supply of fresh food, utilized internet technologies to
build comprehensive channel contacts in order to strengthen
customer interaction, sped up the trend of omni-channel
development, and further integrated online and offline channels.
These actions realized data sharing among supply chains,
logistics and users, becoming the new engine of consumption
upgrade and market cultivation for the dairy industry and driving
the revolution of consumption experience. In line with such trend,
Mengniu proactively explored new e-commerce platforms, 020
home delivery services, community marketing and WeChat
marketing during the period in order to speed up the integration
of online and offline marketing.
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BUSINESS REVIEW

In the beginning of 2020, as the Epidemic outbreak began, the
Group’s management team immediately activated the national
public health incident emergency plan. The Group fully
implemented and followed the Chinese government’s deployment
in controlling the spread of the Epidemic, placing priority on the
health and safety of employees. The Group actively responded to
the country’s call for resumption of work and production while
highly safeguarding employee’s safety and protection. On the
other side, Mengniu has cooperated with upstream and
downstream enterprises of the industry chain, strengthening their
confidence in fighting the Epidemic and aiding its partners to
overcome difficulties together. Five protective measures were
adopted, namely, “Securing Procurement, Ensuring Supply,
Guaranteeing Delivery, Maintaining Sufficient Capital, and Securing
Operations”.

Furthermore, Mengniu undertook the responsibilities as the
industry’s leading enterprise. In order to provide nutritional
support, the Group promptly donated cash and products to more
than 10,000 medical organizations and front-line epidemic
prevention working units. In February, Mengniu made a donation
and established the “China Charity Federation (Mengniu)
Emergency Resources Centre for Epidemic Prevention and
Control”, which played a significant role in the delivery of donated

supplies to the front-line of epidemic prevention and control.

Soon after the outbreak of the Epidemic, relevant authorities in
China launched emergency public health measures including the
extension of Chinese Lunar New Year holidays and the imposition
of travel and other work-related restrictions. Some of the routes
for transporting products of the Group were restricted and the
operations of sales points and product turnover were more
significantly affected, with adverse effects on its sales and the
normal operation of both the upstream and downstream links of
its supply chain between February and March 2020. In addition,
the costs of the Group for February and March 2020 have
increased mainly due to the following measures: (i) the Group had
incurred additional expenses in epidemic prevention and control to
safeguard the health and safety of the employees and to ensure
the resumption of work and production; (i) the Group had
incurred additional sales expenses in promotional efforts at sales
points, in order to accelerate the resumption of normal sales and
reduce inventories in distribution channels; and (iii) the Group had
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actively fulfilled its corporate social responsibilities by donating
cash and products to more than 10,000 hospitals and relevant

epidemic control organizations, and establishing the “China
Charity Federation (Mengniu) Emergency Resources Centre for
Epidemic Prevention and Control”. The Group’s revenue from
Comparable Businesses (the “Comparable Businesses” mentioned
in the full text refers to “excluding Junlebao and Bellamy’s”) in the
first quarter amounted to RMB17,122.7 million, which is
comparable to the same period last year, while the loss
attributable to owners of the Company amounted to RMB126.8

million.

During the period, the Group has actively taken measures to
minimize the Epidemic’s impact on our business, which included
increasing the Group’s promotional efforts through e-commerce,
020 home delivery and close cooperation with fresh food new
retail platforms. Furthermore, the Group has strengthened its
efforts in upgrading its products, as well as diversifying,
digitalizing and internationalizing its operations in recent years,
which has improved its ability to control and manage the
challenges it faces. Since April, Mengniu’s overall business had
recovered well and improved sequentially. The Group’s revenue
from Comparable Businesses in the second quarter amounted to
RMB19,765.0 million, representing an increase of 19.2% as
compared with the corresponding period of last year, while the
profit attributable to owners of the Company amounted to
RMB1,285.2 million, representing an increase of 86.2% as
compared with the corresponding period last year.

Despite the impact of the outbreak on the dairy industry and the
Group, the Epidemic has raised an unprecedented level of
consumers’ concerns on their immune systems, which prompted
a rapid increase in the consumption of health-related products
such as dairy products. On 15 February 2020, Mengniu and the
Food, Nutrition and Health Industry branch of the National
Association of Health Industry and Enterprise Management jointly
launched the “A Glass of Milkk a Day Keeps Chinese People
Healthy” initiative, encouraging the public to consume a
reasonable amount of milk and dairy products, especially those
with probiotics and prebiotics, which help improve intestinal
micro-ecology and the prevention of infection and treatment of
COVID-19. In light of the upgrade in the consumption trend and
the continuously increasing emphasis by consumers on health and
nutrition, the Board expects an increasing consumer demand for

—
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dairy products in the future, which will benefit the development of
the dairy industry and the Group’s business. In the first half of
2020, each of the main categories of Mengniu’s products has
also continued to focus on upgrade and innovation in order to
satisfy consumers’ demand for quality life.

Mengniu courageously undertook various social responsibilities
during the Epidemic, winning recognition and acclamation from
different parties across the society. In “The Index Report of the
Most Influential Enterprises Against the Novel Coronavirus
Pneumonia 2020”, Mengniu ranked third nationally and is the only
food product enterprise ranked among the top ten. According to
the “Consumer Research under the COVID-19 Epidemic”
published by the respected research company Ipsos, Mengniu
ranked among the top ten in “Awareness of Enterprises that
Organized Charity or Cash/Supply Donation Activities and the
Most Impressive Donations”. As shown in the “3.15 Brand
Epidemic Fighting Index Report” published by the Chinese
Academy of Social Sciences and the Responsibility Cloud
Research Institute, Mengniu was awarded the first place among
dairy enterprises after an integrated assessment in dimensions of
scale and speed of donation.

The contributions made by Mengniu during the epidemic control
period also continuously reinforced its brand influence and
enhanced its reputation among consumers, winning the
recognition of authoritative institutes. According to the “Asia Brand
Footprint 2020” published by the Kantar Consumer Index,
Mengniu has once again been awarded second place in the
category of “Most Chosen Brands in China,” while also being one
of the top brands among the Brand Finance Global 500 in 2020.
In the China Brand Power Index (C-BPI) list published by the
Ministry of Industry and Information Technology of the PRC in
2020, Mengniu has been awarded the first place in Brand Power
for China’s yogurt business for the tenth consecutive year. Yoyi C
also once again retained its title as the champion of lactobacillus
drinks sector in China. Furthermore, Mengniu has won the No. 1
position for the third consecutive year in the ice cream sector,
and the champion in yogurt bar/stick brand rankings.
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Business Division Performance

Room Temperature Product Business

In the first half of 2020, benefiting from increased awareness of
health and nutrition among consumers, the revenue growth of
Mengniu’s basic pure milk has further increased. After the launch
of new products like Milk Deluxe “DreamCap™” package series,
Just Yoghurt Xiaomanyao series and Fruit Milk Drink floral and
fruity flavor light lactobacillus drink series, Mengniu achieved a
break-through in sales volume growth, and effectively seized
market shares. After the outbreak of the Epidemic, all the new
retail sales channels like e-commerce, home delivery and
community group marketing realized growth due to offline sales
obstructions.

During the period, Milk Deluxe “DreamCap™” package series
launched upgraded organic milk and pure milk products with 3.8
g of protein and 125 mg of original calcium content per 100 ml,
which has consolidated Milk Deluxe’s position as a premium
brand and facilitated a steady enhancement in its market share.
In addition, Just Yoghurt launched the white peach and
pomegranate Xiaomanyao product, which has been welcomed by
young consumers since its launch. Also, Fruit Milk Drink launched
the first floral and fruity flavor light lactobacillus drink series,
which include two flavors, namely, sakura and peach, and rose
and strawberry. The floral and fruity flavor light lactobacillus drink
has been welcomed by consumer groups that pursue high quality
lifestyle since its launch, including urban white-collar workers and
university students, resulting in several sell outs via e-commerce
platform.

Chilled Product Business

Since the Epidemic, consumers have gained greater awareness of
the immunity enhancement properties of yogurt and probiotics
drinks, which has stimulated the demand for relevant products.
During the period, Mengniu has promptly seized market
opportunities by continuously launching new chilled products with
high quality and high added value, focusing on value marketing
and consumer education, as well as by capitalizing on changes in
online consumption trends while deepening its RTM strategy. The
sales performance of the Group’s chilled product led the industry
in the first half year.
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During the period, being the only yogurt that passed “healthy
food” certification, Champion gained tremendous attention from
consumers. In May, Champion launched the new Qingheng
product series, which, based on science, advocates the daily
intake of probiotics+ prebiotics to realize better intestinal
wellbeing. Furthermore, through its Blue Cap package series,
Probio-M8 series and Qingheng product series, the Champion
brand has thus formed a comprehensive multi-function product
portfolio spanning immunity enhancement, intestinal comfort and
constipation relief, raising the competitiveness of its products in
terms of functionality and value. In addition, in focusing on
satisfying demand for natural, low-sugar and fresh yogurt from
Chinese consumers, new products for the Yoyi C brand were
launched in April. Featuring a sugar control and zero fat formula
with white peach oolong and grapefruit flavors, the healthy live
bacteria drinks have been welcomed by young consumers since
their launch.

Fresh Milk Business

In the first half of 2020, with robust demand for fresh milk
products, the consumer penetration rate was rapidly enhanced.
Mengniu’s Shiny Meadow and Modern Meadow brands led the
growth of the fresh milk product categories, with overall market
share jumping to the second in the fresh milk product category in
June (Source: Nielsen). The Shiny Meadow brand continued to
focus on high quality and launched the desert organic fresh milk
and new roof box package product, which achieved breakthrough
growth since their launch, helping the Shiny Meadow brand to
achieve ftriple-digit growth in sales and consolidating its No. 1
position among high-end fresh milk brands. With respect to the
Modern Meadow brand, it launched new upgraded product
packaging during the period and its market share jumped to the
second among basic fresh milk brands.

Fresh Milk Business has continued to focus on maintaining
“freshness” in the supply chain. In the first half year, the T+0
fresh milk products of Shiny Meadow and Modern Meadow
captured 80% of fresh milk sales. Following continuous
enhancements in product power, brand power, channel power
and “freshness” power with respect to each of Mengniu’'s star
fresh milk brands, sales from the fresh milk business has nearly
doubled year-on-year.
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Yashili Milk Formula Business

As for the milk formula business, Mengniu holds approximately
51% stake in Yashili International Holdings Limited (“Yashili”, stock
code: 1230), which has continued to maintain its development in
the business of two major categories, namely infant milk formula
and health and nutritional products. In the first half of 2020,
Yashili initiated various rebranding projects and relaunched the
brand matrixes of two high-end functional and nutritional milk
formula for adults, namely Mengniu Yourui and Topconic, which
laid a solid foundation for the further enhancement of its
business. Reeborne, a milk formula brand of the Group, was
relaunched at the end of June with the new series mainly
focused on the concept of “A Breast Milk-like Formula”, providing
a better diet with more nutrient contents and lighter flavors to the
Chinese babies. Currently, Reeborne has developed a
comprehensive brand matrix from milk, organic milk to goat milk
by launching seven products under three series, namely Reeborne
“Breast Milk-like” milk formula, Reeborne “Breast Milk-like” organic
milk formula and Reeborne “Breast Milk-like” goat milk formula.

During the period, Yashili actively adjusted its channel strategy,
with infant milk formula products mainly focused on the mother-
and-baby channels, while adult milk powder and nutritional
products focused on KA modern trade channels and these were
done with all-out efforts. At the same time, Yashili continued to
adjust the product strategy by gradually fading out products with
low production value and gross profit. The consolidation of
product mix has partly offset the sales growth of products to a
certain extent, leading to a slight decrease in Yashili’'s income.

Bellamy’s

In the first half of 2020, Mengniu carried out comprehensive
integration in Bellamy’s in terms of finance, human resource
management and corporate governance. Bellamy’s, as a crucial
member of Mengniu’s international business, adhered to the
“Pursuing Organic, Naturally Organic” brand positioning strategy
and continued to construct a matrix of quality organic products
while expanding channels inside Australia as well as online. Both
milk formula and baby food products of the Bellamy’s brand
achieved good growth and profit margins were enhanced
significantly during the period. Bellamy’s management team in
China is continuously strengthened, building a sound foundation
for exploring domestic market opportunities in the future.
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In addition to the launch of its Chinese-labelled organic baby rice
in March, Bellamy’s has reacted to the trend towards
premiumization and segmentation of infant milk formula in recent
years. There has been continuous growth in demands for organic
milk formulas, goat milk and A2 milk, and Bellamy’s has taken the
lead in grasping market opportunities. It launched the first super
high-end A2 organic milk formula in Australia in May and a super
high-end organic goat milk formula in Australia in June, thereby
establishing a matrix of organic formulas. For the cross-border
e-commerce channel, Bellamy’s products have covered diverse
age groups, spanning infant, children and expectant mothers, and
included the dual product lines comprising milk formula and baby
food.

In addition, Bellamy’s has obtained the registration approval of its
Chinese-labelled infant milk formula during the period. The first
Chinese-labelled Bellamy’s Kieevagour organic infant milk formula
series has also been launched through offline channels in China in
late August, thereby Bellamy’s will accelerate the expansion of key
offline channels of the Chinese-labelled milk formula riding on the
brand awareness and reputation accumulated over the years
through online channels to expand brand awareness and offline
distribution networks in first to third-tier cities.

Ice Cream Business

During the first half of 2020, the ice cream business has
continued to focus on its star brands, such as Suibian, Deluxe
and Mood for Green. Through a series of marketing activities,
including collaborations with other products, celebrity
endorsements and joint activities with well-known IPs, the brands
were able to precisely target their consumer groups and enhance
their brand image, facilitating sales. Among them, the Deluxe and
Mood for Green brands realized double-digit growth. In addition,
the newly launched black pineapple fruit pulp milk ice cream and
the velvety yogurt milk ice cream of Deluxe as well as the new
pearl red tea flavor, and cheese and green tea flavor of Mood for
Green that promoted the concept of quality life have all
performed exceptionally. Suibian also collaborated with the
alcohol brand Jiangxiaobai and launched “ice cream for adults”,
accurately targeting young consumer groups, which enhanced
sales.
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Through effective measures such as penetrating lower tier
markets, prompting exploration of major cities, strengthening
communications with customers and establishing greater number
of point of sales, the ice cream business also realized further
enhancement in point of sales management and quality of point
of sales growth during the period. Moreover, the ice cream
business division continued to promote development of its direct
sales system, home delivery business and community group
buying business, which resulted in satisfactory results.

Cheese business

Mengniu collaborated with Arla Foods in building the professional
cheese brand Arla ASCX, which involved comprehensive planning
in such areas as brand building, research and development,
innovation and construction of factories. Mengniu’s significant
advantage in channel distribution was leveraged as well in
creating a leading Chinese cheese brand. During the period, Arla
ASCX proactively promoted its innovation across various
categories, with product lines spanning kids’ cheese, leisure
cheese, cheese for complementing meals and high-end cheese
products. In building brands such as Arla ASCX, the high-end
cheese brand Castello, and the professional liquid butter brand
Lurpak, the diverse needs of Chinese consumers have been
addressed. In the first half of 2020, due to the growing consumer
concern over health, nutrition and quality life in the wake of the
Epidemic, Arla ASCX has succeeded in realizing high sales
growth against adverse market trend, indicating promising
prospects in the future.

Quality Management

In the first half of 2020, Mengniu has continued to implement its
three-year quality assurance plan. Through the introduction of an
advanced ranch management system from Arla Garden and
AsureQuality safety management standards from New Zealand, as
well as by benchmarking against 52 sets of domestic and foreign
laws, regulations and standards relating to animal rearing and
breeding, along with observing ISO9000 and [SO22000
management system requirements, Mengniu has established a
professional ranch management system. At the same time, by
focusing on optimizing and enhancing three aspects, i.e. quality
design, product excellence and quality-oriented culture, the 3.0
quality and safety management system has been fully
implemented. During the period, Mengniu pride a 100% passing
rate in random inspections conducted by governmental
departments on the Group’s milk source bases.
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With the aim of improving the quality of milk sources, the China-
Denmark Dairy Technical Cooperation Center, jointly established
by Mengniu and Arla Foods, invited Danish experts to visit 15
dairy-farm bases in the western region and Inner Mongolia region
of China, as well as provided training to 1,337 personnel, during
the first half of 2020. Furthermore, Mengniu’s “Dairy Cattle
Research Institute” has launched three innovative research
projects covering the health of dairy cattle, production capacity
enhancement of dairy cattle and forage research, and earned the
“Regional Service and Promotion Platform of National Dairy Cattle
Rearing and Breeding Standardization” certification.

The room temperature product business division has always
adhered to its original intention and mission of “Consumer
Oriented” and continuously facilitated the development of a
“quality-first” culture and enhancing employee’s sense of
responsibility on quality assurance through launching cultural
publicity activities. During the reporting period, the room
temperature product business division focused on the
enhancement in quality management of the entire industrial chain
from three aspects, namely “lean, professional and cooperative”.
The quality management manual for the room temperature
product business division was established by consolidating
Mengniu’s past excellent practices and cases, with an aim to
continuously innovate and improve its quality management
approaches and results. The chilled product business division
continued to align with Danone Group’s newly revised Food
Safety ltem (“FSI”) standards while maintaining effective prevention
on systematic risk by introducing 14 major quality assurance
tools, integrating GMP, HACCP, ISO 9001, ISO 22000 systems,
and combining quality management system 3.0. In addition, the
chilled product business division strictly monitored the quality and
food safety of new products and conducted evaluation in different
aspects, including quality standard, raw material, food contact
material, packaging, equipment, transportation test and sensory
experience.

Through enhancing production processes and monitoring plans,
complying with laws and regulations as well as improving data
analysis, the ice cream business division has established a
comprehensive food safety risk identification and control system,
and established a “digitalized” quality control standard system that
is stricter than national standards. In addition, the business
division has introduced new technologies and new technical
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projects to minimize food safety hazards caused by cross-
contamination. With the implementation of standardization across
product warehousing, transportation, cold chain of point of sales,
business operation procedures and digitalized temperature
monitoring, the quality of products is assured.

As for the mik formula business, Yashili has benchmarked
against Mengniu’s quality control systems in terms of marketing
management, product innovation management, purchase
management, production and operation, logistics and
warehousing, sales management and customer communications
to achieve a comprehensive management methodology that
covers planning, monitoring and evaluation, performance and
improvement as well as safety support and protection in relation
to quality control.

Milk Source Management

During the epidemic period that spanned the first half of 2020,
Mengniu strived to resume work and production. Moreover, five
protective measures were adopted, namely, “Securing
Procurement, Ensuring Supply, Guaranteeing Delivery, Maintaining
Sufficient Capital, and Securing Operations” to facilitate the stable
operation of its ranch partners and normal operation of Mengniu’s
business. With respect to securing procurement, Mengniu
safeguarded the procurement of fresh milk from ranch partners in
accordance with sales and purchase contracts, promoting
sustainable development across the upper stream. As for
ensuring supply, Mengniu ensured the stable pricing and timely
supply of production materials to cooperating ranches by
collaboration with suppliers from the “Aiyangniu” platform. As for
guaranteeing delivery, Mengniu worked with the government, dairy
associations and logistic partners to ensure the seamless delivery
of forage to and fresh milk from ranches. In terms of maintaining
sufficient capital, Mengniu liaised with collaborative institutions of
supply chain financial platforms to provide support funding to
cooperating ranches as well as other forms of support such as
lowering interest rates and prepaying milk costs. To secure
operations, Mengniu promptly formulated the “Guidance manual
for prevention and control of novel coronavirus in ranches” and
helped to solve problems raised by ranchers through various
online technology seminars and webcasts, so as to further
facilitate cost-cutting and efficiency enhancing among ranches. A
total of over 14,000 people participated in the online learning
broadcasts.
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In order to promote the revitalization of the dairy industry,
Mengniu has continued its efforts to realize “Project 136” during
the period, which aims to assist ranches in achieving cost
reductions and enhancing efficiency, as well as enhancing
operational capabilities by integrating upstream information,
technology and resources through three platforms: “Digital Milk
Source”, “Dairy Cattle Research Institute”, and “Aiyangniu”. The
officially upgraded “Aiyangniu” platform, in particular, has opened
up to the entire industry, with the aim of removing sales and
purchase barriers across the entire industrial chain of the dairy
industry, increasing transparency of material sourcing practices in
the industry and providing a comprehensive, high limit,
inexpensive and convenient supply chain financing solution for
upstream and downstream customers in the dairy industry.

Mengniu has also launched policies on subsidies, including those
for cattle purchasing and ranch upgrades as well as provided
capital support for the collection and storage of forage, helping to
further resolve cash flow problem faced by farmers and ranchers.
As for technical services, Mengniu’s technicians formed 24 “3+1”
operation teams, which were stationed in ranches to assist in
cost reduction and efficiency enhancement. At the same time,
Mengniu has continued to carry out technical exchange and
training activities such as the “University of Ranchers”, “Golden
Key of Milk Cow” technical demonstrations, advanced training
course for dairy farmers and special courses on livestock rearing,
veterinary and equipment, which enhanced the skills of ranchers
and laid the foundation for nurturing industry talent.

In addition, Mengniu has entered into a “Strategic Cooperation
Agreement on China Dairy Industrial Park” with the municipal
government of Hohhot City, Tongliao City and Bayannur City of
Inner Mongolia Autonomous Region during the period. The aim of
the agreement is to assist Inner Mongolia in completing
strategical deployment of the entire industrial chain, covering
“planting, rearing and processing” along the Yellow River basin,
Xiliao River basin and Nen River basin.

Mengniu has formulated the “Implementation Plan for Protection
of Animal Welfare” and “Evaluation Standard for Animal Welfare
across Mengniu Dairy Ranches” in 2019. This has established an
evaluation standard covering five dimensions and 88 sub-projects.
After piloting, promoting and publicising across 123 ranches,
Mengniu registered and published the “Implementation System for
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Welfare of Dairy Cattle”
promotions and training relating to dairy cattle welfare with
cooperating ranches to enhance exchange among the industry

during the period, and conducted

practitioners. Such efforts aligned with the Group’s aim of
bolstering production capacity of ranches, enhancing raw milk
quality and raising competitiveness at international level through
developing a comprehensive dairy cattle welfare system.

Corporate Digitalization Strategy

In 2020, Mengniu established the Group’s digitalization strategy
management committee and digital strategy project team in order
to focus on its main targets, specifically, the integrating of
channels and generating synergies between members of the
front-line of the supply chain, realizing its “Four Online” goals,
wherein the four online goals being “Consumers Going Online”,
“Channels Going Online”, “Supply Chain Going Online” and
“Management Going Online”, with the aim of speeding up the
comprehensive implementation of the Group’s digitalization
strategy and establishing an information system that gradually
leads to a data-driven business.

In terms of “Consumers Going Online”, Mengniu’s newly added
digitalized precise advertising placement system was completed at
the end of April. The seamless matching of the system with
Mengniu’s digitalized marketing strategy has resulted in the
precise launch of advertising and marketing efforts according to
consumer data, as well as enhanced media exposure and
conversion rate of clicks.

With respect to “Channels Going Online”, Mengniu’s smart
network system provides coverage of distributors of its room
temperature product business across the nation, and will
gradually encompass other business units.

As for “Supply Chain Going Online”, Mengniu has started the
smart warehousing (WTO) project as planned in the first half of
2020. WTO will enable it to address the development trends of
warehouse and logistics industry and integrate product
warehousing, allocation and delivery operations. Correspondingly,
the project will allow for the management and tracking of key
processes, spanning warehousing of raw and ancillary materials,
warehousing of products to delivery to customers, so as to
enhance efficiency of warehouses and create added synergy
throughout the order fulfilment process.
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In regard to “Management Going Online”, phase three of the
supply chain financing project initiated by the Group last year is
undergoing a system upgrade. Through the addition of functions
and optimization, the platform will be able to take up greater
workload arising from business growth, contribute to business
expansion and resolve difficulties in and the high cost of obtaining
financing for business partners from the upstream and
downstream of the industrial chain. Furthermore, based on
softwares such as DingTalk, Mengniu has constructed a highly
efficient collaborative platform covering the upstream and
downstream of the industrial chain. This powerful platform has
helped to safeguard business activities from front-end sales to
delivery, and has facilitated synergies between back-end
businesses during the Epidemic, laying a solid foundation for
Mengniu to resume work and production during the period to
fight against the epidemic.

Branding Strategy

In the first half of 2020, Mengniu has sought to fulfill its mission
as encapsulated in the maxim: “A Drop of Nutrition Blooms Every
Single Life”. Hence, it has sought to further optimize the branding
structure, enhance brand synergy and continue to promote the
strategy of brand internationalization. By further enhancing brand
equity, Mengniu has moved one step further on the road to
become “Mengniu of the World”.

With regard to the marketing of its master brand, Mengniu has
capitalized on the popularity of well-known Chinese animation IPs
such as “Nezha” and “Jiang Ziya” at the beginning of the year to
launch a collection of product with packaging featuring Chinese
animation themes to deepen the brand concept of “Nutrition” and
to support offline sales. Also, after the outbreak of the Epidemic,
Mengniu — being a leading enterprise in China’s dairy industry,
took up its corporate social responsibilities and advocated the
slogan “Fight Against the Epidemic Courageously, Greatness for
China”. Consequently, Mengniu contributed both cash and in-kind
donations successively to those on the frontlines of epidemic
prevention and control, as well as diligently supported the
promotion and implementation of “Nutrition and Dietary Advice on
Preventing and Recovering from COVID-19” issued by the
National Health Commission of the PRC. In addition, Mengniu
collaborated with the Food, Nutrition and Health Industry branch
of the National Association of Health Industry and Enterprise
Management to advocate the initiative of “A Glass of Milk a Day
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Keeps Chinese People Healthy”, and proposed the concept of
“500g of Milk Daily, Nourish Your Greatness” as guidance on
consumption of dairy products.

For the room temperature product business, Milk Deluxe has
continued to serve as the title sponsor of the popular variety
program “Back to Field Season 4,” produced by Hunan TV,
during the period. This aligns with the brand concept of
“Betterment” by “Supporting the Betterment of Everyone”.
Benefiting from the high ratings and tremendous popularity of the
program, together with superb brand exposure, the prominence
of Milk Deluxe has been further strengthened. Similarly, Fruit Milk
Drink floral and fruity flavor light lactobacillus drink series has
served as the title sponsor of “ldol Producer 2”, an inspirational
program produced by iQiyi that targets the young population. The
program is appealing and topical, enabling content marketing to
achieve encouraging results and the Fruit Milk Drink brand to
enjoy faster revenue growth.

In respect of the chilled product business, Mengniu has staged the
first Yogurt Culture Festival, National Nutrition Week and the online
activity of “5.20” Chinese Student Nutrition Day. In addition, ten live
broadcast classes on the theme “Yogurt, Probiotics and Immunity”
were launched in collaboration with renowned nutrition experts.
Through multichannel communications, the awareness of Chinese
people towards nutrition associated with live bacteria yogurt was
raised. At the same time, the two major brands, Champion and
Yoyi C, took advantage of TV commercials, title sponsorships of
variety programs, short videos and live broadcasts in the first half
of the year to continuously enhance brand exposure and stimulate
purchases.

Regarding the fresh milk business, Mengniu’s Shiny Meadow
brand has directed its focus on Eastern China in the first half
year, and sponsored “Go Fighting! Season 6”, a popular variety
show of Dragon TV. Furthermore, Shiny Meadow has sought
coverage on quality major media from all spheres to strive for
ever greater brand exposure and influence, consequently gaining
greater market share. As for Modern Meadow, it has focused on
publicizing the concept of “Good Cattle Produces Good Milk,
Naturally Good and Fresh” to highlight its product features, in
particular, every 100 ml of fresh milk contains 110 mg of original
calcium. From such effort, Modern Meadow was able to enhance
its brand power as well as capture greater market share.
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In terms of the milk formula business, Yashili has launched
various rebranding projects in the first half of 2020 and
relaunched brand matrixes of two high-end functional and
nutritional milk formulas for adults, namely Mengniu Yourui and
Topconic, which laid a solid foundation to the further
enhancement of its business. Reeborne, a milk formula brand of
the Group, was relaunched at the end of June and the new
series mainly focused on the concept of “A Breast Milk-like
Formula”, seizing the market by more nutrient contents and lighter
flavors. Currently, Reeborne has developed a comprehensive
brand matrix from milk, organic milk to goat milk by launching
seven products under three series, namely Reeborne “Breast
Milk-like” milk formula, Reeborne “Breast Milk-like” organic milk
formula and Reeborne “Breast Milk-like” goat milk formula.
Through a comprehensive product structure, it strived to become
the first choice of brand providing nutritional solution for Chinese
mothers and babies.

With reference to the ice cream business, Suibian has engaged
idols such as Chen Feiyu and Ren Jialun, and skier Gu Ailing to
serve as brand ambassadors and to help increase the trendiness
of the brand. Meanwhile, Deluxe has put forward the brand
concept “Less is More”. In addition, it has cooperated with the
brand ambassador Qi Wei in launching a new brand image to
appeal to its target group — new age women, and building a
high-end image for the brand. As for Mood for Green, it has
adopted a series of marketing activities such as the cross-
sectoral co-branding of “Jiang Ziya” IP and title sponsoring the
gourmet documentary, “Once Upon a Bite” of Zhejiang TV,
integrating internal and external resources to promote online and
offline sales.

For the cheese business, Arla invited the world-renowned pianist
Lang Lang and his wife Gina Alice Redlinger as its global brand
ambassadors, to jointly promote cheese cuisine culture. In
addition, new brand image advertisements will be placed on
offline platforms across the country; social media platforms will be
leveraged to conduct innovative promotion campaigns; and close
interaction with consumers will be facilitated through Tmall and
JD.com to strengthen loyalty among consumers.

PMEBIE BEINE_FT_TFLFFHY
THETZEREELIRE @ WREHESHKXAL
RREZBRNYN — RELHNFEMAmIER
[ - REBHE TR TREER - £EIE
THERILY W bR I AR N AR IEN R HT £
W 2MASNEITRIBS  NEZLEBUD
EBRAKBMETS - BAl > WHEEKELT
ey BREIFHEE A mIEERE - e

BRI IR BRI - R

FRM=ZARRILBEER BBTENERS
B BIRRTEGHNEELRETRNAE
an & °

AEMREBHE BEARRT EZREFBE
MBSEHEAERIERERT A FTEHR S
B FHEZRBBAR B2 &0 mEE
S BERFARBAHELENRETESR - #HY
HMERZERERR ERmESREL  RE
CIEBBE R E(ETF )P BRAMNIEHRSE
RRRLCEF(ARAR)E—RIILHEE B
BRNER  BIREERRTHE -

PEREGIE  EARBBFERANBMWE RS
FBARERAETHERRBEHAFTA - KEHERE
PR YSEE2EK T FaRNE2Hmn
BERES EHHEXFEAHNEE BBX
o RREHBEERELE  BBRHBENME
BBE -

e ——


https://hk.jd.com/
https://www.tmall.com/
https://www.tmall.com/
https://hk.jd.com/

Sales Management

In the first half of 2020, the Epidemic swept across the country.
Offline sales were significantly affected due to preventive
measures imposed such as home isolation. Various business

divisions of Mengniu responded rapidly to the changing
consumption practices in the Epidemic. Online sales channels
such as e-commerce, home delivery and community marketing
experienced a boom. With the support of digital strategies,
Mengniu was able to further advance its delicacy management of
sales channels. The Smart Network System for room temperature
business has been fully launched, covering all distributors.
Consequently, both distributor management and operational
efficiency have been enhanced by online management of display
costs and sales staff expenses.

Concerning the room temperature business, it has upgraded its
“Penetration into Towns and Villages Project” in the first half year,
which has included the adoption of a four-pronged approach
comprising “Exclusive Products”, “Exclusive Storekeepers”,
“Exclusive Platforms” and “Exclusive Partners”. Rural markets have
been further developed, such that the number of sales points and
sales volume have increased. E-commerce home-delivery
platforms such as JD Daojia, Taoxianda, Ele.me have attained
impressive year-on-year growth. During the period of 6.18
Shopping Festival, Milk Deluxe upgraded the brands’ organic
products and ranked first among its peers in terms of online
market share, while remarkable growth in sales volume of Just
Yogurt and Fruit Milk Drink was realized. In addition, through
community group marketing, the room temperature business
succeeded in developing a sales model for delivering products
directly to communities. Mengniu also collaborated with online
fresh food shopping platforms such as Meicai, which resulted in
rapid sales growth.
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As for the chilled product business, sales volume and market
share have been effectively enhanced through deeper channel
penetration and faster development of innovative new retail
models. The proportion of sales from e-commerce, community
marketing and O20 businesses has increased quickly. In addition,
the launch of new products such as the Champion Qingheng
series and Yoyi C sugar control series witnessed significant
improvement in overall profitability across modern trade channels.
In traditional channels, chilled product business was able to
benefit from opportunities arising from the ongoing exploration of
lower-tier city markets. Consequently, it achieved steady growth in
product distribution rate and market coverage.

The fresh milk business currently covers 18 provinces and 4
municipalities, including Shanghai and Beijing. During the period,
Mengniu has quickly expanded its channels and point of sales by
deploying them around factories, while at the same time has
strengthened collaboration with distributors. Due to the Epidemic,
the fresh milk business saw sales derived from e-commerce
platforms such as Tmall and JD.com increase by more than six
folds as compared with the same period last year. The sales from
seven home-delivery business platforms, such as 100.me, Miss
Fresh, Taoxianda and JD Daojia, have also increased each
month.

Regarding the milk formula business, Yashili continued to
enhance its strategy in channel deployment, including “Focus on
Mother-and-baby Store Channels for Infant Formula Products,
Focus on Modern Trade Channels for Nutritional Products, Rapid
Development for E-Commerce Channels and All-round
Development for New Channels and New Products”. During the
Epidemic, Yashili accelerated its development from traditional
retail to e-commerce and new retail by facilitating multi-
dimensional consumer interaction modes like live broadcast
selling, community communication and community group buying
so as to deepen consumers’ brand awareness. It also attracted
customers and promoted sales through KOL marketing.
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Bellamy’s launched an organic baby rice product with Chinese
label in March. It has taken the lead in exploring the opportunity
in the new market segmentation of infant milk formula by
launching the first super high-end A2 organic milk formula in
Australia in May and a super high-end organic goat milk formula
in Australia in June, thereby establishing a matrix of organic milk
formula series. The first Chinese-labelled Bellamy’s Kieevagour
organic infant milk formula series has been launched through
offline channels in China at the end of August and Bellamy’s will
gather its resources in building the foundation of its offline image
stores to entice new customers for baby food and promote the
consumption bundle of baby food and milk formula categories.
Also, through the expansion in online cross-border channels such
as the flagship stores and social e-commerce for organic A2 milk
formula and organic goat milk formula, Bellamy’s will also speed
up offline channel deployment of the overall organic products
matrix.

As for the ice cream business, the Group continued to work on
channel penetration and expedited its development in core cities.
Besides, it also engaged in information management tools such
as “Mengniu Storekeeper” to standardize and improve procedures
for refrigeration management, and developed convenience store
systems to effectively enhance the coverage of sales points. As
for modern trade channels, the ice cream business has continued
to promote the development of direct sales systems such as
Walmart, Fresh Hema and Super Species, etc. For online
channels, the ice cream business division expands coverage to
include JD Daojia, Walmart home delivery services, etc., resulting
in significant improvement in market share. Mengniu has also
swiftly deployed new retail businesses and developed multiple
e-commerce platforms for fresh food, including Miss Fresh and
100.me, as well as over thousands of group-purchase groups
such as Pupu and Shixianghui.
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FINANCIAL REVIEW

Revenue

The Group generated revenue of RMB37,533.5 million for the six
months ended 30 June 2020 (2019: RMB39,857.2 million),
representing a decrease of 5.8% year-on-year. The Group’s
revenue from Comparable Businesses amounted to RMB36,887.7
million (2019: RMB33,715.4 million), or an increase of 9.4% year-
on-year.

Since the outbreak of the Epidemic at the beginning of this year,
the Group has actively taken measures to help distribution
channels reduce inventory as soon as possible, accelerate the
resumption of normal sales activities and minimize its impact on
the business. These measures included increasing the Group’s
promotional efforts through e-commerce, 020 home delivery and
close cooperation with fresh food e-commerce platforms. In the
first quarter, the Group’s revenue from Comparable Businesses
amounted to RMB17,122.7 million (2019: RMB17,130.1 million),
which is comparable to the same period last year. Since April, the
overall operation of the Group resumed to a satisfactory level and
continued to improve sequentially. In the second quarter, the
Group’s revenue from Comparable Businesses increased by
19.2% to RMB19,765.0 million (2019: RMB16,585.3 million).

Gross Profit

The Group’s gross profit for the period declined by 5.9% to
RMB14,652.4 million (2019: RMB15,578.7 million) with the gross
profit margin slightly decreased by 0.1 percentage points to
39.0% as compared with the same period last year (2019:
39.1%).

Operating Expenses

The Group’s operating expenses during the period rose by 3.1%
to RMB13,992.4 million (2019: RMB13,567.9 million), representing
an increase to 37.3% of the Group’s revenue (2019: 34.0%).
Such increase was mainly due to the following measures taken by
the Group in the first quarter of 2020 that resulted in an increase
in extra costs, including (i) additional expenses by the Group for
epidemic prevention and control to ensure the health and safety
of staff and the normal resumption of work and production; (i)
additional marketing expenses by the Group to reduce its channel
inventory as soon as possible; and (jii) active efforts by the Group
for assuming social responsibility with donation of cash and
products to the society.
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During the period, selling and distribution expenses increased by

1.6% to RMB11,499.6 million (2019: RMB11,317.7 million),
representing an increase of 2.2 percentage points to 30.6% of
the Group’s revenue (2019: 28.4%).

Advertising and promotion expenses during the period decreased
by 6.2% to RMB4,578.2 milion (2019: RMB4,880.4 million),
representing 12.2% of the Group’s revenue (2019: 12.2%).

Administrative and other operating expenses, including impairment
losses on financial and contract assets and loss on disposal of
financial assets measured at amortised cost, increased by 10.8%
to RMB2,492.8 million (2019: RMB2,250.2 million), accounting for
6.6% (2019: 5.6%) of the Group’s revenue. The increase was
mainly due to the active donation of cash and dairy products
during the Epidemic.

Profit from Operating Activities and Net Profit

During the period, due to the decrease in the overall revenue of
the Group and the increase in the above mentioned operating
expenses, the Group’s earnings before interest, taxes,
depreciation and amortization (“EBITDA”) declined by 37.5% to
RMB2,194.9 million (2019: RMB3,511.6 million) with EBITDA
margin at 5.8% (2019: 8.8%).

Profit attributable to owners of the Company decreased by
41.7% vyear-on-year to RMB1,211.5 million (2019: RMB2,076.9
million). Basic earnings per share were RMBO0.309 (2019:
RMBO0.531), down by 41.8% year-on-year. The profit attributable
to owners of the Company from Comparable Businesses was
RMB1,158.4 million (2019: RMB2,001.6 million), representing a
decrease of 42.1% as compared with the corresponding period
last year, of which loss attributable to owners of the Company for
the first quarter amounted to RMB126.8 million (2019: Attributable
profit of RMB1,311.4 million); the profit attributable to owners of
the Company for the second quarter amounted to RMB1,285.2
million (2019: RMB690.2 million), representing an increase of
86.2% as compared with the same period last year.
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Income Tax Expenses

For the six months ended 30 June 2020, income tax expenses of
the Group totaled RMB267.5 million (2019: RMB435.3 million),
representing a 38.5% decrease year-on-year. Effective income tax
rate was 19.1% (2019: 16.8%), up by 2.3 percentage points
year-on-year, and was mainly due to the effective income tax rate
of Bellamy’s, a newly consolidated subsidiary of the group, was
higher than that of other operations of the Group.

Capital Expenditure

For the six months ended 30 June 2020, capital expenditure of
the Group amounted to RMB2,457.5 million (2019: RMB2,141.5
million), representing an increase of 14.8% year-on-year. Of the
total, RMB1,682.4 million was spent on building new production
facilities and modifying existing ones as well as related
investments, and RMB775.1 million was invested in equities.
Working Capital, Financial
Structure

For the six months ended 30 June 2020, the Group recorded net
cash inflow from operating activities of RMB2,696.8 million (2019:
RMB2,640.3 million), representing an increase of 2.1% as
compared with the corresponding period last year.

Resources and Capital

As of 30 June 2020, outstanding interest-bearing bank and other
borrowings of the Group increased to RMB29,665.1 million (31
December 2019: RMB23,472.8 million), of which interest bearing
bank and other borrowings repayable within one year amounted
to RMB15,014.7 milion (31 December 2019: RMB13,838.2
million). More than 70% of the interest-bearing bank and other
borrowings were bearing interest at fixed rates. The increase in
interest-bearing bank and other borrowings was mainly due to
additional cash reserves during the Epidemic, part of which had
been repaid after the reporting period.

Net borrowings (total amount of interest-bearing bank and other
borrowings net of cash and bank balances) of the Group as at 30
June 2020 were RMB18,152.9 million (31 December 2019:
RMB16,996.6 million).
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The Group’s total equity as at 30 June 2020 amounted to
RMB33,764.1 million (31 December 2019: RMB33,347.3 million).
Its debt-to-equity ratio (total amount of interest-bearing bank and
other borrowings over total equity) was 87.9% (31 December
2019: 70.4%).

Finance costs of the Group were RMB324.4 million (2019:
RMB321.9 million), or approximately 0.9% when expressed as a
percentage of revenue (2019: 0.8%), representing an increase of
0.1 percentage points year-on-year.

PRODUCTS

Mengniu insists on drawing on its innovation capability as its core
competitiveness and strives to develop functional and customized
products in response to the market trend and to satisfy the
diverse needs of consumers. In continuing to innovate, Mengniu
has focused on product differentiation and premiumization. This
has involved the leveraging of its resource advantages and
international leading technologies to continuously improve product
categories, flavors and packaging, which in turn drive further sales
volume growth and industry leadership underpinned by excellent
products.

The principal businesses of the Group are liquid milk, ice cream,
milk formula and other products. Their performances during the
period are outlined below:

Liquid Milk

Revenue amounted to RMB32,565.3 million (2019: RMB33,109.0
million), accounting for 86.8% of Mengniu’s total revenue (2019:
83.1%).

UHT Milk

The Milk Deluxe 3.0 era began following the launch of its pure
milk in upgraded “DreamCap™” packaging last year. This vyear,
upgraded organic milk and pure milk containing 3.8 g of protein
and 125 mg of original calcium per 100ml have been launched in
May and June. In satisfying health needs and enhancing the
consumption experience, the organic milk has been awarded dual
certifications for organic products from China and the European
Union. Such achievements will further reinforce the premium
position of the Milk Deluxe brand.
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Mengniu’s comprehensive UHT milk line includes Mengniu pure S 4UHTAEL B3RS 4410~ S840 - (K
milk, high-calcium milk, low-fat high-calcium milk and skimmed fE=$EMANEALFNEE R @ AHEERHETE
milk, offering healthier options to consumers. ZIREREE -

Mengniu’s Future Star A2B-casein pure milk comes from selected K4 AKZEA2B-ERE LM TR E EBHS -
ranches that have limited milk supplies, and is aimed at JBREMHE FIRAZEFNERRD o
enhancing the quality of children milk products.

Key Products: EEHEM:

- Mik Deluxe - KFmE#

- Mengniu pure milk - RERAED
- Student’s Milk - BEY

- Future Star - AXE
Room Temperature Yogurt =BBI

Since the Just Yoghurt light flavor yogurt line launched — A% % &S 3| BS & UK B 4 4+ ) PETHR 2 &2 /N &6 8
Xiaomanyao, a product with PET bottle packaging, its portability LA » E B EEMEMERE RS FEEEED
and practicality have increasingly won the hearts of the young. In  E & - #ZH N5 F W A #HEH B A B/ )NE 25
April, Just Yoghurt launched peach and pomegranate flavor fn - SRAMIEAFZ - EO N B BREEE &
Xiaomanyao, which is made from pure raw mik and imported HE2ESHEREKBNEAESEEE @ =
Danish lactobacillus. Its protein content is above the national ¥k HI& B (BEFK A -

standard for flavored yogurts, hence combining delicious flavor

with good nutritional value.

Key Products: EHEMR:
- Just Yoghurt light flavor yogurt - IR K EE
- Just Yoghurt fruit pulp flavor yogurt - AHERNEKRED



Room Temperature Milk Beverage
During the period, Fruit Milk Drink developed the first series of

floral and fruity flavor light lactobacillus drink products and
launched the sakura and peach flavor as well as the rose and
strawberry flavor in January this year. The series emphasizes the
innovative pairings of “flower + fruit + light lactobacillus drink”.
Made with low-fat lactobacillus, the series has been well received
by consumer groups such as urban white-collar workers and
university students, and was sold out on multiple occasions on
the e-commerce platform since its launch.

Key Products:
= Fruit Milk Drink milk beverage
- Fruit Milk Drink high-end colorful fruit pulps series

- Fruit Milk Drink floral and fruity flavor light lactobacillus drink
series

Chilled Yogurt

Champion, the only yogurt awarded the “health food” certificate,
launched the new Qingheng product series in May, and promoted
the daily replenishment of probiotics and prebiotics for intestinal
wellbeing. Through the Blue Cap series, the Probi-M8 series and
the Qingheng series under the brand, Champion has formulated a
comprehensive and multi-function product range that can
enhance immunity, promote intestinal health and relieve
constipation so as to strengthen the competitiveness of its
products in both functionality and value.

The Bio product series is positioned as a high-end yogurt, with
the main features of being a French-style meal replacement and
fruit yogurt. Since launching the first “light meal bottled yogurt”,
the Danone Bjo Smoothie Francais, last October, Bio has
expanded its high-end product range and optimized its product
structure. A highlight of this product range is a sucrose content of
less than 0.5%, which suits consumers seeking “controlled
sweetness”.
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Key Products:

- Champion

- Mengniu Nordic Cheese Flavor Yogurt

- Mengniu Chinese Nourishing Nuan Yan Yogurt
- Bio

Chilled Milk Beverage

In order to meet the personalized needs of Chinese consumers
for natural, low-sugar products, the Yoyi C brand launched a
controlled sweetness and O fat formula series in April 2020. The
peach and oolong tea flavor and red grapefruit flavor of this
series taste light and not too sweet. These healthy drinks can
provide consumers with live bacteria, and both have already been
Very popular among young Consumers.

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

Fresh Milk

Mengniu’s Shiny Meadow fresh milk targets the premium market.
[t is produced using low-temperature membrane concentration
technology and Swedish cream separation technology, enabling it
to retain the highest proportion of natural nutrients in quality fresh
milk. In the first half of 2020, the Shiny Meadow desert organic
fresh milk was launched, which is produced using pure milk that
is originated from desert oases and certified for European organic
standards. In addition, Shiny Meadow launched a new product
with roof box packaging to provide consumers with refreshing
experiences, while consolidating the brand’s leading position in
the high-end fresh milk market. Similarly, Modern Meadow has
released brand new upgraded packaging in the first half of 2020,
thereby further grasping its share of the mid-end fresh milk
market.
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Key Products:

- Shiny Meadow fresh milk
- Shiny Meadow cold brew café latte
- Modern Meadow fresh milk

Ice Cream

Revenue from the ice cream business amounted to RMB2,229.2
million (2019: RMB2,186.0 million), accounting for 5.9% of
Mengniu’s total revenue (2019: 5.5%).

Suibian ice cream has collaborated with the liquor brand
Jiangxiaobai in launching “Ilce Cream for Adults”, which, targeted
specifically at young consumers, pushed product sales.

The premium ice cream brand Deluxe has launched the snow
velvet yogurt milk ice cream and black pineapple fruit pulp milk
ice cream in February 2020. The former is made from rich milk
and is infused with delicious yogurt, providing an intense, pure
taste. The latter contains premium pineapple pulp and high-quality
ingredients that are covered in an elegant black coating. Both
products have been well received since their launch.

Mood for Green has launched two innovative products in January
2020 that feature trendy drink flavors, specifically, red bubble tea
and cheese matcha, to satisfy consumers’ desire for innovative
tasting products. The flavored ice cream products have been
welcomed by young consumers.

Key Products:

- Suibian

- Deluxe

- Mood for Green

- Mengniu lce+

- Mengniu Russian style ice cream brick

—
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Milk Formula

Revenue from the milk formula business amounted to
RMB2,281.9 million (2019: RMB4,237.8 million), accounting for
6.1% of Mengniu’s total revenue (2019: 10.6%). Revenue of the
milk formula business mainly includes revenue from Yashili and
Bellamy’s.

Yashili

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

Arla, the world’s largest organic dairy producer with over 100
years of brand history, is an authorized purveyor of dairy
products to the Danish royal family. The organic milk formula of
Arla Baby & Me has obtained three major organic certifications
and contains high DHA and probiotics that are in the golden ratio.
As for Arla Baby & Me Lanxi, it contains the unique NutriCollab
formula featuring premium nutrients such as choline, taurine and
nucleotide. In addition, the newly upgraded formula of Arla Milex,
is a Pro Plus nutrition formula that contains OPO structured fat,
BB-12 probiotics, and probiotics in the golden ratio, hence is able
to satisfy those seeking natural products.
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Yashili’'s products also include various milk formula products for
adults and multiple series of instant mix products. In the first half
of this year, the Group launched two series of milk formulas for
the middle aged and the elderly, namely Mengniu Yourui Liyi,
Mengniu Yourui Xinpei. Through selecting functional ingredients

that benefits the muscles as well as cerebrovascular and
cardiovascular health, this series of milk formula promote the
health of the middle aged and elderly population. Topconic, the
first domestic healthcare milk powder ever been certified as a
healthcare food product in China, was also launched by Yashili in
May. Topconic’s high-end adult milk powder for the middle-aged
and elderly adopts professional formula and scientific production
to boost “nutrition + immunity” and contains “probiotics +
prebiotics” as the selling point, both setting a new benchmark for
high-end functional milk powder.

Bellamy’s

Bellamy’s launched the Chinese-labelled organic baby rice series,
which is directly canned in and imported from Australia, in March
2020. It also launched the first super high-end organic A2 milk
formula as well as super high-end organic goat milk formula in
Australia from May to June. The super high-end organic A2 milk
formula series is made from 1% rare organic milk source, and
contains BB-12 active probiotics, algae oil DHA and lutein. The
super high-end organic goat milk formula series, being awarded
Australia dual organic certifications, contains 100% pure goat milk
protein, D-Geni-X™ probiotics and prebiotics, over 20 types of
nutrients and a full lactose formula.

Key Products:

= Reeborne

Arla Baby & Me

Bellamy’s organic milk powder

Bellamy’s organic baby rice

Other Products

Revenue amounted to RMB457.1 million (2019: RMB324.4
million), accounting for 1.2% of Mengniu’s total revenue (2019:
0.8%).
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Cheese

During the reporting period, the cheese business division
consolidated all existing cheese brands under the Arla ASCX
brand, hence the Arla ASCX brand products now have included
kids’ cheese, leisure cheese, cheese to go with meals and high-
end cheese. Furthermore, the premium cheese brand Castello and
liquid butter brand Lurpak have been launched, thereby covering
all consumption scenarios. Cheese dessert product with no white
sugar content and cheese with 100% fresh cheese content have
entered the market in the first half of 2020 as well, so as to
address consumers’ demand for healthier and more nutritious
cheese options which offer rich flavors.

Key Products:

- Arla ASCX Cheese for Children’s Growth
- Arla ASCX cheese dessert

- Arla ASCX shredded mozzarella

PRODUCTION

Mengniu deploys its production capacity according to the
potential of relevant markets and its own product strategy. As at
30 June 2020, Mengniu had 40 production bases in China, and
one production base in Australia, New Zealand and Indonesia
respectively. It had a total annual production capacity of 9.75
million tons (December 2019: 9.50 million tons).

SOCIAL RESPONSIBILITY

In the first half of 2020, Mengniu strived to deepen the
sustainable development plan and put the vision of “Protecting
the Health of Mankind and the Earth” into practice. Apart from
continuously advancing the integration of the sustainable
development plan and the Group’s operation targets and
implementing the work for sustainable development in social,
economic and environmental aspects, Mengniu leveraged on its
abundant corporate resources and network, quickly provided
support to various parties during the Epidemic in order to
shoulder its corporate social responsibilities proactively.
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Following the outbreak of the Epidemic at the beginning of 2020,
in response to the government’s call for a swift resumption of

work, Mengniu, through strengthening safety precaution and
control measures, safeguarded the safety of staff as well as the
quality of products. Through initiatives such as continuous
procurement of raw milk from ranches, prepayment for milk,
financial credits and replacing products which were close to the
end of shelf-life, Mengniu assisted upstream and downstream
collaborative partners in weathering difficulties and ensured the
stable supply and pricing in the national dairy market.

During the Epidemic, Mengniu swiftly donated cash and products,
thereby providing nutritional support to healthcare institutions and
epidemic control frontlines across the nation and established the
“China Charity Federation (Mengniu) Emergency Resources Center
for Epidemic Prevention and Control” in order to connect the
logistics channels for delivering donated resources to epidemic
control frontlines. On the first day of lifting the lockdown of
Wuhan city, Mengniu announced the free supply of Milk Deluxe
milk for the entire year to over 40,000 medical staff who
supported Hubei, showing respect and care for the epidemic
control frontlines.

Mengniu’s series of actions in proactively fighting the Epidemic
was widely covered by domestic and overseas mainstream media,
including CCTV, People’s Daily, Associated Press and Reuters,
which generated considerable social recognition for the Group as
well as acclamations from authoritative institutions. For instance,
Mengniu ranked third countrywide in “The Index Report of The
Most Influential Enterprises Against COVID-19 2020” and was the
only food enterprise among top 10 of the list. In the market
research on consumers affected by the Epidemic conducted by
Ipsos, a renowned research institute, Mengniu ranked fifth in the
“Top 10 in Awareness of Enterprises that Organized Charity or
Cash/Supply Donation Activities” and was the only food/dairy
enterprise to make the list. In the “3.15 Brands Epidemic Fighting
Index Report” published by the Chinese Academy of Social
Sciences, Mengniu was also awarded 90.7 points in the Index,
being No.1 in the dairy industry.
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In the first half of 2020, Mengniu continued to implement the
“Inclusive Nutrition Plan” and promoted the “Fresh Nutrients,
Ferment Love” online charity event at its first “Yogurt Cultural
Festival” initiated in April, which accumulated donations of 65,000
cups of yogurt to children in poorer regions. In June, Mengniu,
together with China Youth Development Foundation, announced
the donation of 4.8 million packs of Student’s Milk to more than
500 schools in 24 provinces, cities and autonomous regions
across the nation, covering over 700,000 students.

Moreover, Mengniu strived to promote the development of the
industry in spite of the Epidemic and facilitated the technical
exchange and training among ranchers through projects such as
“Golden Key of Milk Cow” and “University of Ranchers”. In the
first half of 2020, with the operational technology support
provided to 1,800 people via the “Aiyangniu” platform, Mengniu
assisted ranches in realizing profit enhancement, and by
organizing online learning for workman, Mengniu realized the
technological knowledge upgrade for 30,000 people from ranches
and contributed to the cost reduction and efficiency enhancement
of the ranches.

HUMAN RESOURCES MANAGEMENT

As at 30 June 2020, the Group had a total of 37,834 employees
in Mainland China, Hong Kong, Oceania, the USA and Southeast
Asia, including around 2,574 employees working for Yashili.
During the period, total employee costs (including salaries of
directors and senior management personnel) amounted to
approximately RMB2,949.1 million (2019: RMB3,428.5 million).

During the first half year, Mengniu completed the upgrading of the
human resources information system, successfully driving
transformation of human resource services into a three-pillar
model, with Human Resources Shared Services Center
(*HRSSC”), Human Resources Business Partner (“HRBP”) and
Center of Expertise (“COE”) as its core.

The Group has also continued to improve various management
systems associated with human resources, strengthening the
foundation for human resources management. Subsequent to the
implementation of the “Quantum Plan” involving pilot scheme for
the room temperature business in 2019, which successfully
improved results from the frontline operation units, the Group has
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further promoted the development of such agile organizations this
year. Mengniu has also improved its development and promotion

system for professional staff, as well as constructed the
evaluation models for sales and marketing staff across major
business units in order to optimize its human resource evaluation
system. Furthermore, the “Future Star” Trainee program, which is
an important program for nurturing talents for Mengniu, has fully
improved the system of talent development.

To further optimize the comprehensive personnel training system,
Mengniu has initiated phase two of the “Blue Ocean Plan,” which
caters for senior management talent in each department,
launched the “Boundary-less” online community learning project in
response to the Epidemic outbreak, and established the Mengniu
Marketing Institution in the first half of 2020. Mengniu also
increased 242 internal trainers, developed over 500 online
professional courses, and conducted 129 face-to-face
professional courses in the first half of 2020, so as to provide
professional knowledge in different aspects such as marketing,
manufacturing and milk sourcing by internal business experts.

Mengniu has continued to optimize its incentive system as well,
which is performance-based and is aimed at promoting
enterprising spirit and facilitating synergies among staff members.
To retain and motivate personnel in middle and senior
management, 8,199,897 shares were granted under the share
award scheme and 1,016,887 share options were granted under
the share option scheme in the first half year. Furthermore, the
Group has optimized employee benefits during the year through
such means as upgrading health checkups and by adding new
two-child benefits to enhance the cohesiveness of the Mengniu
Team.
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PROSPECTS

In the first half of 2020, Mengniu flexibly adjusted its business
strategy and succeeded in minimizing the short-term negative
impact of the Epidemic on operations and sales. Looking ahead
to the second half of the year, Mengniu will seize the new market
opportunities brought by changes in the trends of the nation’s
consumption habits and channels after the Epidemic, continue to
strengthen the promotion and education of the nutritional value of
dairy products, expedite the development and deployment of new
retail modes such as e-commerce, 020 home-delivery,
community marketing and WeChat sales. The Group will also
foster improvements and innovations in various fields such as
branding, products and management.

As for product innovation, Mengniu will continue to commit to
improving the overall health level of the public, concentrating on
product development and innovation, as well as focusing on
providing higher-quality, more nutritious, healthier, and more
diversified dairy products to consumers. Mengniu will continue to
emphasize the development of high-potential product categories
such as high-end pure milk, chilled yogurt, chilled milk beverages,
fresh milk, milk formula and cheese, and to create star products
that are organic, low-fat, and low-sugar in the nutritional and
health food categories.

The Group strategically acquired Bellamy’s at the end of last year
in order to implement the overseas strategic layout, thereby
driving further upgrade and innovation for infant milk formula and
baby food categories. Having obtained the world’s top milk
sources, formulas, brands and research and development
capabilities, along with opening up every sector in the production
process from milk sources to production and sales; from research
and development to quality control in Australia and New Zealand,
this would benefit the Group in achieving full coverage of room
temperature, chilled and milk formula products. Through a multi-
category and multi-brand portfolio, Mengniu is committed to
providing consumers in the Asia-Pacific region with better quality
products and becoming a regional market integrator.
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Regarding innovation in its channel deployment, Mengniu will
continue to drive strategies such as the deepening of channel

penetration and “Penetration into Towns and Villages,” and
vigorously developing online sales channels including
e-commerce, 020 home delivery, WeChat sales and community
group marketing. Moreover, it will further promote the use of the
Smart Network in its various businesses, thereby enhancing the
management of distributors and operational efficiency through the
online management of display and personnel costs.

As far as management innovation and upgrades are concerned,
Mengniu has established the Group’s Digitalization Strategy
Management Committee and Digitalization Strategy Project Team
this year in order to accelerate the overall implementation of the
Group’s digitalization strategy. The Group is gaining in-depth
insights into and accurately assessing and meeting consumer
needs, achieving synergies in the value chain, opening up the
entire marketing chain as well as promoting the online and offline
omni-channel integration, thereby creating the core competitive
advantage driven by Mengniu’s digitalization.

Mengniu deeply understands that in order to become a
commendable and honest enterprise, firstly, every Mengniu staff
member should be an honest person. As a food enterprise and a
dairy industry practitioner, the highest integrity is exerting the best
effort to ensure product and service quality. Quality performance
is not only the responsibility of the quality department, it is also
the shared responsibility of all the employees and partners.
Following up on the release of the “Quality Culture Manual” in
March this year, Mengniu will continue to better live the “quality-
first” culture and uphold the “Four Uncompromisings”
management philosophy, which includes the product
uncompromising, quality uncompromising, value uncompromising,
and execution uncompromising in order to provide world-quality
products and services for global consumers. Mengniu will utilize
its unique 4Qs quality management system, which comprises the
quality policy and objective system (QPOS) as the guidance; the
quality assurance system (QAS) as the fundamental standard; the
quality control system (QCS) as the systematic procedures; and
the quality support system (QSS) as the resources for
management support. These efforts are aimed at establishing a
centennial nutritional and healthy food company driven by
innovation, actively contributing to the revitalization and high-
quality development of China’s dairy industry.
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In the future, Mengniu will also fully implement the integration of
the sustainable development strategy with the operational
objectives of the Group, adhering to the vision of “Protecting the
Health of Mankind and the Earth” and encompassing the three
major aspects, namely the economy, the society and the
environment, to create sustainable competitiveness. The Group
will continue to promote the “Inclusive Nutrition Plan” to improve
the nutritional level of children in poverty-stricken areas, while
improving the quality of business talents and protecting the rights
and interests of employees, thereby paving the way for a better
life. To achieve a win-win situation for the entire industrial chain,
Mengniu will continue to pay attention to the animal welfare and
ranch environmental work, while expanding the proportion of
green energy and green packaging materials. On the basis of
optimizing the efficiency of resource utilization, Mengniu is
committed to establishing a green and sustainable ecosystem. In
the future, the Group will continue to implement the concept of
sustainable development in order to foster its high-quality
development in the long run, thereby creating greater value for all
of Mengniu’s stakeholders.

In order to further arouse Mengniu staff to forge ahead and drive
for innovation, Mengniu has also initiated a new upgraded version
of its corporate culture, formulating new corporate vision, mission
and core values as well as culture. With the mission of “A Drop
of Nutrition Blooms Every Single Life” and the vision of “Provide
Prairie Cow’s Milk for Two Billion Consumers Worldwide,” the
Group carries through the Mengniu spirit of “Born for Greatness,
Outperforming Oneself” in inspiring the employees to work
diligently, thereby guiding Mengniu to achieve the goals of the
2025 Strategy.

AR RENMEEEHERHSERREBEALNE
BELBRRE - A TEABMMBIR AR R
RS B&EIEE dgkRR| ZABKITE
ARBEERGHTN AEEREEREIZRE
BiEtEll BAERMERELEKT  REHF
BRITEBATOEZRREE TR - 5|8%
XUEMER - RTERZEXRBAR  KTTH
FAERISMEN MBUGRE T - THIRAK
BRRRGEEBREMEMAL  EELERERK
RMER L MORERERE  REOAFER
RAERE - AR AEESHEERAUSEERR
B2 HPEXERRYSEERR  AAR
FHRmERSAEE Z(EE -

RTE-THERFABIER  FHAHOD
N RETFRT FHHREEEIE - KT i 8
TERR  Ew ROEBEBENXE - AEE
[(BARER R ELw]I ks AIER
FoHRY S RREE BB _TREHEEE]I AR
=OEBIREER  HECRYINRFHE
BEETERML  SIBRFTER_T OB -



REPORT OF THE DIRECTORS
ESEHE

The board (the “Board”) of directors (the “Directors”) of the
Company has the pleasure in submitting the interim report
together with the unaudited condensed consolidated financial
statements of the Company and its subsidiaries (the “Group”) for
the six months ended 30 June 2020 (the “Interim Financial
Statements”).

Interim Dividend

The Directors do not recommend the payment of an interim
dividend for the six months ended 30 June 2020 (six months
ended 30 June 2019: nil) and propose that the profit for the six
months ended 30 June 2020 be retained.

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

As at 30 June 2020, the interests and short positions of the
Directors and the chief executive of the Company in the shares,
underlying shares and debentures of the Company and any of its
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (the “SFO”)) (the “Associated
Corporation”) as recorded in the register required to be kept
under Section 352 of the SFO or as otherwise notified to the
Company and The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) as
set out in Appendix 10 to the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited (the
“Listing Rules”) were as follows:
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Long positions in the shares of the Company or any of the
Associated Corporations (including options granted under the
Company’s share option scheme):

RARBRETARBEERND 2R (BRER

BAR A B IR e B AE)

Total Number of
Ordinary Shares/

Percentage of
the Company’s

Underlying Issued Share
Share Held Capital®
Name of Director Nature of Interest BEZER A GEATAECRST
ESHE EatE HE R G AH A" 2
Lu Minfang Personal Interest 11,522,520(L) @ 0.29%
EHR &l A e 2
Notes: B EE -

(1) It represents 655,111 shares granted to Mr. Lu Minfang in which
369,628 shares remain unvested under the restricted share award
scheme of the Company and 10,867,409 underlying shares in
respect of the share options granted under the Company’s share
option scheme.

2) The calculation is based on the number of shares as a percentage
of the total number of issued shares of the Company (i.e.
3,938,589,900 shares) as at 30 June 2020.

L Indicates a long position.

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

Save as disclosed above, as at 30 June 2020, none of the
Directors and the chief executive of the Company had any
interests and short positions in the shares, underlying shares and
debentures of the Company or any of the Associated
Corporations as recorded in the register of the Company required
to be kept under Section 352 of the SFO or as otherwise notified
to the Company and the Stock Exchange pursuant to the Model
Code.
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Substantial Shareholders’ Interests

As at 30 June 2020, the interests or short positions of substantial
shareholders, other than the Directors or the chief executive of
the Company whose interests and short positions in the shares of
the Company and of the Associated Corporations are set out
above, in the shares and underlying shares of the Company as
recorded in the register required to be maintained under Section
336 of the SFO were as follows:

REPORT OF THE DIRECTORS
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RZZ_ZTFNA=1H  BEEHERBRESH
FEIERTEEEZECMALE AATMNE
ZRRE(RAR R R EBOROPATES R
B RARER EXEHINOARRESTHEEIT
A BBIN RAR RIS RIERIRD RS
SORKBIAT

Percentage of
the Company’s
Issued Share

Number of Capital®
Ordinary Shares EARQFE BT
Name of Substantial Shareholder FER R &8 BABSLE®
COFCO Corporation HRESEBRAR 1,233,700,758(L) ™ 31.32%
COFCO (Hong Kong) Limited PREEE(EH) ﬁﬁE‘«‘ 1,233,700,758(L) @ 31.32%
China Foods (Holdings) Limited PEERER)BRA 1,233,700,758(L) @ 31.32%
Farwill Limited EFEEBRAA 1,233,700,758(L) @© 31.32%
Colour Spring Limited ¥RARRAA 1,233,700,758(L) @ 31.32%
COFCO Dairy Holdings Limited FREILEZERERA 1,233,700,758(L) @ 31.32%
COFCO Dairy Investments Limited HEIEREBRA 1,233,700,758(L) @®© 31.32%
Prominent Achiever Limited HiEARAA 1,233,700,758(L) @®© 31.32%
Arla Foods amba Arla Foods amba 1,233,700,758(L) @ 31.32%
Danone SA Danone SA 1,238,700,758(L) © 31.32%
Danone Asia Pte Ltd Danone Asia Pte Ltd 1,233,700,758(L) @ 31.32%
Citigroup Inc. Citigroup Inc. 201,468,597(L) 5.12%
1,0683,600(S) 0.03%
195,670,282(P) 4.97%
JPMorgan Chase & Co. JPMorgan Chase & Co. 197,923,287(L) 5.03%
8,391,956(S) 0.21%
163,934,678(P) 4.16%
Schroders Plc Schroders Plc 275,099,997(L) 6.98%
FIL Limited FIL Limited 282,779,000(L) 7.18%
Pandanus Partners L.P. Pandanus Partners L.P. 282,779,000(L) 7.18%
Pandanus Associates Inc. Pandanus Associates Inc. 282,779,000(L) ™ 7.18%
Mitsubishi UFJ Financial Group, Inc. Mitsubishi UFJ Financial Group, Inc.  197,026,000(L) 5.00%
Brown Brothers Harriman & Co. Brown Brothers Harriman & Co. 199,857,023(L) 5.07%
199,857,023(P) 5.07%

D — I



048

/—\
et )

China Mengniu Dairy Company Limited

Interim Report 2020

REPORT OF THE DIRECTORS
E=ERE

Notes:

Save

COFCO Corporation is deemed interested in an aggregate of
1,283,700,758 shares in the Company through its wholly-owned
subsidiary, COFCO (Hong Kong) Limited.

COFCO (Hong Kong) Limited, Farwill Limited, Colour Spring Limited,
COFCO Dairy Holdings Limited, COFCO Dairy Investments Limited,
Prominent Achiever Limited, Arla Foods amba, Danone Asia Pte Ltd
are deemed interested in an aggregate of 1,233,700,758 shares in
the Company under section 317 of the SFO.

China Foods (Holdings) Limited (previously known as COFCO (BVI)
No. 108 Limited) is deemed interested in 1,233,700,758 shares in
the Company through its wholly-owned subsidiary, Farwill Limited.

COFCO Dairy Holdings Limited
1,283,700,758 shares in the Company through its subsidiary,
COFCO Dairy Investments Limited.

is deemed interested in

COFCO Dairy
296,028,044 shares in the Company through its wholly-owned

Investments Limited is deemed interested in

subsidiary, Prominent Achiever Limited.

Danone SA is deemed interested in 1,233,700,758 shares in the
Company through its subsidiary, Danone Asia Pte Ltd.

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

which is in turn a controlled corporation of Pandanus

The total issued shares of the Company as at 30 June 2020 was
3,938,589,900.
Indicates a long position.

Indicates a short position.

Indicates a lending pool.

as disclosed above, as at 30 June 2020, no other interests

or short positions in the shares or underlying shares of the
Company were recorded in the register maintained under Section
336 of the SFO.
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Share Option Scheme

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

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

Number of share options

ERESE

As at

1 January
2020
R-B-%%
-A-H

As at

Lapsed 30 June
during the 2020
period R=E-F%
MAX® AA=1H

Granted
during the
period

AR

Exercised
during the
period®

HAfEe

Name or category of
participant
SEEL LA

Executive Director

Date of
grant of
share options

REBRERS
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Exercise period of
share options

(both dates inclusive)
BRETEHA
(BfEEEMX)

Exercise price of
share options
BRETEE
HK$

BT

HTES
Lu Minfang 865,000 - - - 865,000 13.7.2017 13.7.2018 to 12.7.20221 14.812
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Notes:

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

The share options will be vested in four batches with 70% of the
share options granted vesting in three equal batches on 1 April
2019, 2020 and 2021, and the remaining 30% of the share
April 2022. In
addition, the share options will only be vested if and when the pre-

options granted vesting in their entirety on 1
set performance targets of both the Group and the participants are
achieved. Unless all of these targets are met, the share options will
lapse. The share options have a contractual life of five years.

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

The closing price of the shares of the Company immediately before
the date of grant of the share options were HK$26.95 as of 31
March 2020.

The weighted average closing price of the shares of the Company
immediately before the date on which the options were exercised
was HK$30.64.
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Further details of the Share Option Scheme are set out in Note
23 to the Interim Financial Statements.

Share Award Scheme

Restricted Share Award Scheme

The Company operates a restricted share award scheme (the
“Share Award Scheme”) to motivate the employees to maximize
the value of and share the results with the Company in order to
achieve sustainable development of the Group.

During the six months ended 30 June 2020, the number of
shares of the Company granted to selected participants was
8,199,897, of which 253,068 shares were granted to the
Directors, details of which are as follows:

As at Granted during
Name of Director 1 January 2020 the period
R-B-BE
Espns —HA-H AL
Lu Minfang 277,201 253,063
E B

Vested during
the period
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£

RS BlH0E — SR BN P MM B R M
23 °

B R 52 B &t

PR 1 AR RS2 B 3t

AR FRA—EIR A R E R B (R R
A BARDERASARAEESHEE
EAARAERR KB AIEENTREZR -

BHE_T-TFRA=THILEXNEAHH 28

TERSEENRAFKRESE 58,199,897 % -

H 253,063 MR TES - FIFHIMT -

As at

30 June 2020
R-B=-2H
~AA=1H

Forfeited during
the period

BREE

LilAP 3

160,636 - 369,628

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

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

Save as disclosed above, none of the Directors or the chief
executive during the six months ended 30 June 2020, held any
interest in, or were granted any right to subscribe for, the
securities of the Company and its associated corporations within
the meaning of the SFO, or had exercised any such rights.
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Foreign Currency Risk

The Group’s businesses are principally located in Mainland China
and substantially all transactions are conducted in RMB, except
for the purchases of imported machinery and equipment, sales of
dairy products mainly to Hong Kong and Macau and the
operations of Bellamy’s and Yashili New Zealand Dairy Company
Limited. As at 30 June 2020, substantially all of the Group’s
assets and liabilities were denominated in RMB except for the
cash and bank balances of approximately RMB852,575,000 (31
December 2019: RMB1,922,970,000), RMB40,981,000 (31
December 2019: RMB121,798,000), RMB35,000,000 (31
December 2019: Nil), RMB22,704,000 (31 December 2019: Nil),
RMB3,022,160,000 (31 December 2019: RMB104,420,000),
RMB26,062,000 (31 December 2019: RMB15,614,000) and
RMB933,000 (31 December 2019: Nil), which were denominated
in United States dollars, Hong Kong dollars, Euro, New Zealand
dollars, Australian dollars, Indonesian rupiah and Singapore
dollars, respectively, a pledged deposit of approximately
RMB41,000 (31 December 2019: RMB47,833,000),
RMB3,699,000 (31 December 2019: RMB4,431,000) and
RMB4,000 (31 December 2019: RMB15,000) which was
denominated in United States, New Zealand dollars and Euro,
respectively, and the interest-bearing bank and other borrowings
of approximately BMB1,461,504,000 (31 December 2019:
RMB2,776,980,000), RMB19,509,010,000 (31 December 2019:
RMB15,387,609,000), RMB56,178,000 (31 December 2019: Nil),
RMB12,692,000 (31 December 2019: RMB96,976,000) and
RMB207,837,000 (31 December 2019: RMB106,928,000) which
were denominated in Hong Kong dollars, United States dollars,
Euro, Australian dollars and Indonesian rupiah, respectively. Apart
from above, as at 31 December 2019, substantially all of the
Group’s assets and liabilities were denominated in RMB except
for the cash and bank balances of approximately RMB5,491,000
which were denominated in Danish krone. The fluctuation of the
exchange rates of RMB against foreign currencies could affect the
Group’s results of operations. However, in the opinion of the
Directors, the foreign currency risk exposure is under
management’s control.
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Pledge of Assets

As at 30 June 2020, the Group has pledged certain pledged
deposits, other current assets and non-current assets aggregating
to approximately RMB2,880,368,000 (31 December 2019:
RMB2,491,594,000).

Commitments
Details of commitments are set out in Note 26 to the Interim
Financial Statements.

Change in Information of Directors

Mr. Julian Juul Wolhardt, an independent non-executive director of
the Company, was re-designated from a non-executive director to
an independent non-executive director of China Modern Dairy
Holdings Ltd., a company listed in Hong Kong, with effect from 1
April 2020. Mr. Wolhardt resigned as a non-executive director of
COFCO Meat Holdings Limited, a company listed in Hong Kong,
with effect from 25 August 2020.

Corporate Governance

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

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

The Board has reviewed the Company’s corporate governance
practices and is satisfied that the Company has been in
compliance with all code provisions of the CG Code during the
six months ended 30 June 2020, except that the Company has
deviated from the Code Provision A.5.1 with the reasons
explained below.
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Code Provision A.5.1 of the CG Code provides that an issuer
should establish a nomination committee which is chaired by the
chairman of the board or an independent non-executive director
and comprises a majority of independent non-executive directors.
The Company deviates from this provision as less than half of the
members of the Nomination Committee are independent
non-executive Directors during the six months ended 30 June
2020. The Directors are of the view that each of Mr. Tim Qrting
Jorgensen and Mr. Pascal De Petrini is able to carry out his
responsibilities as a member of the Nomination Committee in the
best interest of the Shareholders notwithstanding that none of
them is an independent non-executive director as required under
Code Provision A.5.1.

Board of Directors

As at the date of this interim report, the Board currently
comprises two executive Directors, namely, Mr. Lu Minfang (chief
executive officer) and Mr. Meng Fanjie; four non-executive
Directors, namely, Mr. Chen Lang (Chairman), Mr. Niu Gensheng,
Mr. Tim @rting Jergensen and Mr. Pascal De Petrini; and four
independent non-executive Directors, namely, Mr. Jiao Shuge
(alias Jiao Zhen) (Vice-Chairman), Mr. Julian Juul Wolhardt, Mr.
Zhang Xiaoya and Mr. Yau Ka Chi.

Securities Transactions of Directors

The Company has adopted, in terms no less exacting than, the
standards required by the Model Code set out in Appendix 10 to
the Listing Rules as the Company’s code of conduct and rules
governing dealings by all Directors in the securities of the
Company. The Directors have confirmed, following specific
enquiries by the Company, that they have complied with the
required standard set out in the Model Code throughout the six
months ended 30 June 2020.

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

Neither the Company nor any of its subsidiaries purchased, sold
or redeemed any of the Company’s listed securities during the six
months ended 30 June 2020.
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Audit Committee

The audit committee of the Company (the “Audit Committee”)
currently comprises three independent non-executive Directors,
namely Mr. Yau Ka Chi (chairman), Mr. Julian Juul Wolhardt and
Mr. Zhang Xiaoya. The Audit Committee has reviewed with the

Company’s management and the external auditors, the
accounting principles and practices adopted by the Company and
discussed on auditing, risk management, internal control,
whistleblowing policy and system and financial reporting matters,
including the review of the Group’s unaudited interim financial
statements for the six months ended 30 June 2020. The Audit
Committee has also reviewed this interim report.

Appendix 16 to the Listing Rules

According to paragraph 40 of Appendix 16 to the Listing Rules
headed “Disclosure of Financial Information”, save as disclosed
herein, the Company confirms that the Company’s current
information in relation to those matters set out in paragraph 32 of
Appendix 16 has not been changed significantly from the
information disclosed in the Company’s 2019 Annual Report.

Investor Relations and Communications

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

By order of the Board

Jeffrey, Minfang Lu
Chief Executive Officer & Executive Director

Hong Kong, 26 August 2020
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INDEPENDENT REVIEW REPORT

B ERHE

Ernst & Young
22/F, CITIC Tower
1 Tim Mei Avenue
Central, Hong Kong

e
EY:

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

Introduction

We have reviewed the interim financial information set out on
pages 58 to 128, which comprises the condensed consolidated
statement of financial position of China Mengniu Dairy Company
Limited (the “Company”) and its subsidiaries (the “Group”) as at
30 June 2020 and the related condensed consolidated
statements of profit or loss, comprehensive income, changes in
equity and cash flows for the six-month period then ended, and
explanatory notes. The Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited require the
preparation of a report on interim financial information to be in
compliance with the relevant provisions thereof and International
Accounting Standard 34 Interim Financial Reporting (“IAS 34”)
issued by the International Accounting Standards Board. The
directors of the Company are responsible for the preparation and
presentation of this interim financial information in accordance
with IAS 34. Our responsibility is to express a conclusion on this
interim financial information based on our review. Our report is
made solely to you, as a body, in accordance with our agreed
terms of engagement, and for no other purpose. We do not
assume responsibility towards or accept liability to any other
person for the contents of this report.
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Scope of Review

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

Conclusion

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

Ernst & Young
Certified Public Accountants

Hong Kong
26 August 2020
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INTERIM CONDENSED CONSOLIDATED
STATEMENT OF PROFIT OR LOSS
HHIF AR S R R

For the six months ended 30 June 2020 BE-ZE-ZTEXNA=1+tRHILNEA
2020 2019
—E-EF —E-NF
(Unaudited) (Unaudited)
(REER) (REEHEZ)
RMB’000 RMB’000
AR% Tt ARMET T
Revenue PN 4 37,533,459 39,857,239
Cost of sales $HE P AN (22,881,073) (24,278,510)
Gross profit EA 14,652,386 15,578,729
Other income and gains H AU A KWz 296,410 292,973
Selling and distribution expenses HERKIEER (11,499,647) (11,317,690)
Administrative expenses THRER (1,438,981) (1,585,750)
Impairment losses on financial and CRRAENEEREBEERE
contract assets, net ik (101,731) (88,817)
Loss on disposal of financial assets DR AT EN S ME
measured at amortised cost ENEEE (8,253) —
Other expenses Hib & A 5 (943,795) (575,646)
Interest income FEWA 564,490 510,908
Finance costs A& B AR (324,449) (321,917)
Share of profits and losses of: AT &7 FE(REE
A joint venture AEPE (14,853) —
Associates G NE] 220,759 103,140
Profit before tax AR E 6 1,402,336 2,595,930
Income tax expense FriSHi sz i 7 (267,538) (435,298)
Profit for the period A ERIE 1,134,798 2,160,632
Attributable to: AT &M :
Owners of the Company IN/NETEZ =N 1,211,526 2,076,926
Non-controlling interests FEZE PR AR SR R A (76,728) 83,706
1,134,798 2,160,632

Earnings per share attributable to KAREBEREBA

ordinary equity holders of the EihEREF

Company (expressed in RMB per (ABRAR% )

share) 9

Basic HR 0.309 0.531
Diluted Pl 0.308 0.531

/_\\_//”,/_\/_\
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INTERIM CONDENSED CONSOLIDATED
STATEMENT OF COMPREHENSIVE INCOME
THISRFAE 2 EWER

For the six months ended 30 June 2020 BE-_ZEZ_ZFXA=1+HILLAEA

2020 2019
—_ 7 —_ ﬂi —= 7j-|4£'5
(Unaudlted) éUna_thed)
(REER) REEEZ)
RMB’000 RMB’000
N1 AR¥T T
Profit for the period 7 H 7 1,134,798 2,160,632
Other comprehensive income/(loss) E‘ﬂi’.%ﬁﬂﬁﬁ/(ﬁ?ﬁ)
Other comprehensive income/(loss) that may be A & Hjf&] o] 5 Z #7 7 4 =
reclassified to profit or loss in subsequent 1R a8 6 AL fib 2 [E] %?ﬁﬁ/
periods: (E57R)
Exchange differences: b H =58
Exchange differences on translation of BREFINERRIE R
foreign operations =5 (197,358) (34,791)
Cash flow hedges: Rengin
Effective portion of changes in fair value of KEARHE F TARR
hedging instruments arising during the BEEHNER LD
period N g 8,721 (12,988)
Reclassification adjustments for gains EfAZSBERAYK
included in the consolidated statement of mmEHEN DL
profit or loss Bk (10,814) —
(2,093) (12,988)
Share of other comprehensive loss of DEBE AR HEMEE
associates (=5 (3,632) (3,742)
Net other comprehensive loss that HEWHEHR 2 BEZE8H
may be reclassified to profit or loss HHEMZEEERFE
in subsequent periods (203,083) (51,521)
Other comprehensive income/(loss) that will not B {&HE T & ZFH 7 E
be reclassified to profit or loss in 1R z8 A9 Bt 2 W 25~
subsequent periods: (EE) - R
Equity investments designated at fair value BERUARALEFERR
through other comprehensive income: eyt AR 2 mE
AR AKE -
Changes in fair value DREEE 27,854 (15,176)
Share of other comprehensive income of an DG - E AR A
associate ETIIE = 78
Net other comprehensive income/(loss) HEHMBMTSEHIBE
that will not be reclassified to profit or BRNWEMEERE
loss in subsequent periods (E588) B8 27,854 (15,098)
Other comprehensive loss, net of tax Htt2mEEE  NBRHIE (175,229) (66,619)
Total comprehensive income for the THE2EKREE
period 959,569 2,094,013
Attributable to: =l
Owners of the Company ARRIFEEA 1,054,554 2,008,499
Non-controlling interests JEIE R AE S (94,985) 85,614 p
O
950,569 2,094,013
[
g O
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INTERIM CONDENSED CONSOLIDATED
STATEMENT OF FINANCIAL POSITION

O

R B AR S M AR R

30 June 2020

China Mengniu Dairy Company Limited Interim Report 2020 (D

R-B-BFXA=1H

30 June 31 December
2020 2019
—2-%F —T-NF
ANA=+H +=ZA=+—H
(Unaudited) (Audited)
(REEER) (K %)
Notes RMB’000 RMB’000
B 5 AR® T ARETFTT
NON-CURRENT ASSETS REBEE
Property, plant and equipment LES G 10 11,434,326 11,102,702
Construction in progress EEIR 11 2,139,804 2,231,333
Investment properties "EYE 64,741 73,548
Right-of-use assets FREEE 1,633,551 1,697,808
Goodwill EES 12 4,780,238 4,718,657
Other intangible assets Hih\EmpEE 7,532,942 7,583,415
Investment in a joint venture REELEMRE 125,987 140,840
Investments in associates REE R RIMIRE 13 7,912,866 7,351,265
Deferred tax assets EEFRIBE B 1,354,914 1,056,099
Derivative financial instruments MTEEmMIA 29,888 34,009
Other financial assets Hith & mEE 14 6,452,625 4,845,997
Long term prepayments REITE R 135,167 215,966
Total non-current assets BIERBEE 43,597,049 41,051,639
CURRENT ASSETS REBEE
Other financial assets HEth S mEE 14 19,229,827 19,220,584
Derivative financial instruments TEERIA 1,392 10,814
Inventories EE 15 4,000,363 5,089,944
Trade and bills receivables U BR TR K R R 16 4,077,610 3,586,866
Prepayments, other receivables and  FB/ 7B « Hith fE U KB
other assets NHAME E 2,269,798 3,027,185
Pledged deposits RESTFR 17 286,885 74,186
Cash and bank balances Re MRITER 17 11,512,173 6,476,187
41,378,048 37,485,766
Assets of a disposal group classifed D EABEFENREH
as held for sale NEE 60,000 —
Total current assets BRBEE 41,438,048 37,485,766

e
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
hHEI AR S MBARR R

30 June 31 December
2020 2019
—E-TF —E-NF
~NB=+HB +=-A=+—H
(Unaudited) (Audited)
(REEXR) (EZ)
RMB’000 RMB’000
ARET T AREEF T
CURRENT LIABILITIES REBEE
Trade and bills payables EREREREEE 18 8,051,335 6,738,626
Other payables and accruals HMEMNRERERER 19 9,268,512 10,807,574
Interest-bearing bank and other BRI REMEE
borrowings 20 15,014,658 13,838,201
Derivative financial instruments PTEeRTA 5,580 4,346
Deferred income JEFEUR A 64,220 50,493
Income tax payable FERFTISEL 205,462 294,617
Total current liabilities BREBaE 32,609,767 31,733,857
NET CURRENT ASSETS BERBEE 8,828,281 5,751,909
TOTAL ASSETS LESS CURRENT HEERRBERS
LIABILITIES 52,425,330 46,803,548
'®) g O
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
I RAAR S BRI R

30 June 31 December
2020 2019
—E-EF —E-NF
ANB=+H +=-A=+—H
(Unaudited) (Audited)
(REEZR) (EZ)
Notes RMB’000 RMB’000
B 5 ARET T AREEFTT
NON-CURRENT LIABILITIES kRBAEE
Interest-bearing bank and other FFERITREMEE
borrowings 20 14,650,451 9,634,609
Deferred income PRI A 369,185 279,494
Deferred tax liabilities RIERIBEEE 2,041,573 1,941,902
Other financial liabilities HEthemaE 21 1,600,000 1,600,206
Total non-current liabilities BIEREEE 18,661,209 13,456,211
NET ASSETS FEE 33,764,121 33,347,337
EQUITY s
Equity attributable to owners of the KAREB ANE(LER
Company
Share capital [ 22 358,583 358,257
Treasury shares held under share IR E R EI T HAH
award scheme ETF R 1% (56,916) (133,671)
Other reserves HAb 11,635,304 12,442,343
Retained earnings REBFE 17,676,881 16,465,355
29,613,852 29,132,284
Non-controlling interests JEVE S A% 3R A 7 4,150,269 4,215,053
TOTAL EQUITY B 33,764,121 33,347,337

Chen Lang
R B
Director

EFE

e

Jeffrey, Minfang Lu

E 8K
Director

EF
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TERFAXERDLF

INTERIM CONDENSED CONSOLIDATED
STATEMENT OF CASH FLOWS
TSRS E RS RER

For the six months ended 30 June 2020

2020
o523
(Unaudited)

(REER)
RMB’000
AR® TR

BE-ZE-ZEFANA=1tHLAEA

2019
—T-hEF
(Unaudited)
(REEER)

RMB’000
AREFT

Cash flows from operating activities REEBRELENBEESRE
Profit before tax: 4 A1 FE - 1,402,336 2,595,930
Adjustments for: BRTIFEELFEE
Interest income FE U A (564,490) (510,908)
Finance costs A& AR 324,449 321,917
Depreciation of property, plant and ME - BERRBITE
equipment 6 845,372 966,505
Depreciation of right-of-use assets FRELSENE 6 136,400 92,423
Depreciation of investment properties REMERE 6 1,765 1,146
Amortisation of other intangible assets Hib & 6 49,027 44,583
Losses/(gains) on disposal of items of BREWE BERZEZ
property, plant and equipment &8 () 5 (6,213) 18,076
Impairment of financial and contract SRRANEEREFHE
assets, net 6 101,731 88,817
Impairment of prepayments, other BRI FIE - EiEWGRIE R
receivables and other assets HitvEERE 67,234 —
Impairment of other intangible assets HihBpEERE 5 - 1,332
Write-down of inventories to net realisable FEMBRETERFE
value 5 54,992 46,326
Write-down of assets of a disposal group MEDEARERENEE
classified as held for sale HRNEE 5 71,628 —
Amortisation of deferred income — REWMAEE — EMEE
assets other than biological assets AN B E (23,454) (52,919)
Share of profits of associates FE(R & A R R E (220,759) (103,140)
Share of losses of a joint venture BiEEELERBR 14,853 —
Losses arising from changes in fair value FRAARERBEREAZ
less cost to sell of dairy cows BHEENEE 5 - 94,098
Net fair value loss on exchangeable ARRERCARERE
bonds F 5 29,672 48,028
Foreign exchange losses/(gains), net [E 5 &1 (W) F5E 5,824 (30,307)
Net fair value loss on other financial HemEERA R EEE
assets FRE 7,055 29,288
Net fair value loss on forward currency BEHINESHARERE
contracts T 5 10,112 3,199
Equity-settled share option arrangements VARR 19 =2 1+ &0 B AR A 22 B 23 34,808 112,253
Share award scheme eSS b 24 77,846 52,397
[/2
Y,
'®) g O
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2020 2019
—_ 7 —_ q-: 7j‘l:ﬁ£
((VLETTe[11-Ye)] (Unaudited)
(REER) (REER)
RMB’000 RMB’000
ARST ARBTT
2,420,188 3,819,044
Decrease in other financial assets — He@mAER) — BT
entrusted loans to certain dairy farmers ETIMENZTAER 11,844 12,860
Decrease in inventories FERL> 1,037,188 236,365
Increase in trade and bills receivables JE U BR 3k I SR AR A2 hn (556,197) (1,604,270)
Increase in pledged deposits TR8 & 17 538N (236,085) (131,037)
Decrease/(increase) in prepayments, other BRI - Efb UGB R E
receivables and other assets & E R (38 n) 722,219 (348,083)
Increase in trade and bills payables JERTER Z M = R38N 1,200,770 1,092,272
Increase/(decrease) in other payables and HEEMNRERERER
accruals a0, Cr ) (1,041,427) 611,967
Cash generated from operations KEEBESNRS 3,558,500 3,689,118
Interest paid ZARFE (312,188) (262,853)
Income taxes paid XA ETEH (549,536) (785,982)
Net cash flows from operating activities REEXKELNTRERE 2,696,776 2,640,283
Cash flows from investing activities RETHEENESRE
Purchase of items of property, plant and BEWE WFERSE
equipment (468,243) (799,738)
Additions to construction in progress NBERETIRE 1 (1,155,561) (845,285)
Purchase of land use rights included in BESACHEEEN T
right-of-use assets AR (44,415) (35,409)
Purchase of other intangible assets BEHMEREE (14,222) (11,356)
Purchase of biological assets BEEMEE = (307,589)
Prepayment of purchase of biological assets  BEE £ ¥ & ENTEN K - (75,046)
Proceeds from disposal of items of E‘ZE#@% B EREERE
property, plant and equipment 30,780 4,599
Proceeds from disposal of biological assets E’iai%ﬁ?ﬁﬂ%?ﬂ - 74,091
Disposal of other financial assets — equity REHMEHEE — T3
investment "E 63,388 -
Purchase of other financial assets — equity ﬁ%ﬁ,ﬁ\’r@%mﬂﬁé e
investments ®E (20,026) (64,253)
Purchase of other financial assets — hybrid BEEEMESREE — RBE
financial instrument TRITA (457,643) -
Purchase of other financial assets — ﬁ%ﬁ,ﬁ\’r@%mﬂﬁé ®E
investment deposits FH (12,679,900) (9,036,783)
Withdrawal of other financial assets — KEHEMEREE — 8E
investment deposits 7 11,610,341 5,330,222
Increase in other financial assets — HMeREEEN — &5t
entrusted loans B (1,030,000) (1,135,000)
Withdrawal of other financial assets — Hﬁl@ﬁﬂ%mﬂﬁé %3t
entrusted loans B 2,060,000 1,135,000
Decrease/(increase) in time deposits with REEHA A=A LT
original maturity of more than three FEROR D,/ (Em)
months 1,274,913 (817,713)
Interest received K ERFI B 600,663 500,769
Acquisition of subsidiaries g SN 25 (10,817) (2,851)
Acquisition of an associate I %Hﬁﬁ%& (286,601) —
Dividends received from associates U B Bt 5 A ) ) R B - 2,480
Receipt of government grants related to W EE B B E B E &i%ﬁé
purchase of fixed assets and biological Az BE#E S
assets 121,896 59,756
Net cash used in investing activities REFBMARSFE (405,447) (6,024,106)

e

%
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TERFAXERDLF

INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
HHEBRGARERE

2020 2019
—E-EF —NEF
((WGETT[11-Ye)] (Unaudited)
(REER) (CREER)
RMB’000 RMB’000
AR¥T T ARBT T
Cash flows from financing activities METHEENEESR
Issue of corporate bonds BITRRES 9,835,602 1,000,000
Repayment of corporate bonds fé%&%’&ﬁj%%“ (1,000,000) —
Repayment of exchangeable bonds EETBRES (1,435,055) -
New interest-bearing bank loans M BRITER 8,616,129 5,532,672
Repayment of interest-bearing bank loans BEFEBRITER (10,109,683) (3,235,541)
Decrease in pledged deposits for bank IRITEFNRE ST IOR
loans 23,386 185,994
Principle portion of lease payments HERFZHAE B (102,746) (73,162)
Repayment of long term payables EERBEMNTIEA (492) (17,954)
Disposal of equity interests in subsidiaries HEFRRZIRECEALRE
without loss of control 2l 4) 1,291 150
Acquisition of non-controlling interests g E1=2 Hxﬂxifhx (11,901) (9,048)
Capital injection from non-controlling FERBRRERTE
interests = 104,370
Shares issued under equity-settled share B35 DA RR 7 2 A5 ) B B A e
option arrangements BITRGD 72,202 53,726
Dividends paid to owners of the Company SRR RER ARRE (706,661) (708,968)
Dividends paid to non-controlling interests AT IR IR R M R ) R S (10,576) (368,818)
Net cash flows from financing activites BEZTBHELETFRERE 5,171,496 2,463,421
Net increase/(decrease) in cash and cash RekBELEEMEM
equivalents (R) F88 7,462,825 (920,402)
Cash and cash equivalents at 1 January R—A—BWEERES
%1’% 3,798,118 4,370,494
Effect of foreign exchange rate changes, 2EHTE (FH)
net 1,230 619
Cash and bank balances attributable to a REMARGR e RIBTER
disposal group = (797,123)
Cash and cash equivalents at 30 June RAA=Z+HHEERES
ZEY 11,262,173 2,653,588
Analysis of balances of cash and cash ReRESEENERIT
equivalents
Cash and bank balances as stated in the R B B AR A BA A AR R R R
interim condensed consolidated FIBRMIR & RIRTTHETT
statement of financial position 11,512,173 4,731,344
Time deposits with original maturity of more ~ REZIHIH A =185 X LA T
than three months TR (250,000) (2,077,756)
Cash and cash equivalents as stated in the MAHIEREARESTERS
interim condensed consolidated HEMRE e RASEED
statement of cash flows 11,262,173 2,653,588
g O

-
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NOTES TO INTERIM CONDENSED
CONSOLIDATED FINANCIAL INFORMATION
FHIR AR S M E R

30 June 2020 —E-EHEXA=+H

1. Basis of Preparation 1.

The interim condensed consolidated financial information for
the six months ended 30 June 2020 has been prepared in
accordance with IAS 34 Interim Financial Reporting and the
disclosure requirements of the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited
(the “Listing Rules”). The interim condensed consolidated
financial information does not include all the information and
disclosures required in the annual financial statements, and
should be read in conjunction with the Group’s annual
consolidated financial statements for the year ended
31 December 2019.

Changes In Accounting Policies and
Disclosures

The accounting policies adopted in the preparation of the
interim condensed consolidated financial information are
consistent with those applied in the preparation of the
Group’s annual consolidated financial statements for the
year ended 31 December 2019, except for the adoption of
the following revised International Financial Reporting
Standards (“IFRSs”) for the first time for the current period’s
financial information.

Amendments to IFRS 3

fm S EL X
BE_T-_TFEA=THLEANEANF
Hﬂ?’ﬁ'ﬁﬁiﬁ/\ﬁﬁ%&%mkﬂ’é B & 5t £ R

EAR P HYBEHE I RBEMER BN
BRAREZ EHAR (T EMRA) 2
BRERE AT HERGRANBEHRRY
ABBEFEMBHRERABOZMERLK
B HERAEEBEE_T-AEF+_-A
=T BLEFENFEREMBERR 6
B -

EHEEBBRKE

RETHEREEVBRERARANES
BREGHEZEFBE_FT—NAEFE+ A
St RALFEAREFESEAVBERE
— B BRRAHEZHBEERERRRT

SRR RT RO B BR B 75 ¥R 5 22 A (T B IR Bp 765
HELER]) -

Definition of a Business

20 % B 755 3 15 2E BRI S5 SR VS E] REZEE
Amendments to IFRS 9, IAS 39 and IFRS 7 Interest Rate Benchmark Reform
BRI S ERIZE o5 - RIR @Rt ERIE39m Kk FIREEHE

l[‘%%é!ﬁ%#&%ﬁﬂﬂ%?%ﬁﬂ@{m
Amendment to IFRS 16
B R B 7 i R R B 165R FY IS R
Amendments to IAS 1 and IAS 8
RE st 2RISR R B & 5 2RI B8R (B ET

Covid-19-Related Rent Concessions (early adopted)
FEE R mER GBS ES GREFEWN)

Definition of Material

BAZEE
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
RS BAAR S IS E R

2. Changes In Accounting Policies and 2. EfBREBERFEEW
Disclosures (continueq)
The nature and impact of the revised IFRSs are described KEFTRIR M B mEEANMEE Ry 2N
below: 1k

(@

Amendments to IFRS 3 clarify and provide additional
guidance on the definition of a business. The
amendments clarify that for an integrated set of
activities and assets to be considered a business, it
must include, at a minimum, an input and a
substantive process that together significantly
contribute to the ability to create output. A business
can exist without including all of the inputs and
processes needed to create outputs. The
amendments remove the assessment of whether
market participants are capable of acquiring the
business and continue to produce outputs. Instead,
the focus is on whether acquired inputs and acquired
substantive processes together significantly contribute
to the ability to create outputs. The amendments have
also narrowed the definition of outputs to focus on
goods or services provided to customers, investment
income or other income from ordinary activities.
Furthermore, the amendments provide guidance to
assess whether an acquired process is substantive
and introduce an optional fair value concentration test
to permit a simplified assessment of whether an
acquired set of activities and assets is not a business.
The Group has applied the amendments prospectively
to transactions or other events that occurred on or
after 1 January 2020. The amendments did not have
any impact on the financial position and performance
of the Group.

(

a)

BB Bt 7 s 5 R RSB 3R MV IS RT H 3
BEHEELERS  LRHEZHES -
REEFER MR RREBH — X
R RS REEMS HABRER
P-HHBHRREELENARER
BZBARBEREF - XBAUTE
REEE LR ZAERANBREM
T - ZFERTBURE TS 2 RER
BHRENBBERLEEAEELZ
A - AR BERERESHNRAR
EEMBRRERT ARYAIEE LG

BRERR - ZFEANMBEELLZ
EE - BEHBEIATPREEZERS
R RERARREEBREBZE
YA o BEIN R FERT R IR Sl
AeHE TR RIER S AERE -
W ATEN R AR EETAR - AE
B ESN — RIS REE
EBRWIEER - AERBECIRATRHERT
ERAR-_F-_TF-—A—HAZKRHE
ERRZREMEN - RFEFTHA
5 B A B B0 e S AR 30 8 B AR (AR

A
=
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION

AR

REMBERIMEE

2. Changes In Accounting Policies and
Disclosures (continueq)

(b)

Amendments to IFRS 9, IAS 39 and IFRS 7 address
the effects of interbank offered rate reform on financial
reporting. The amendments provide temporary reliefs
which enable hedge accounting to continue during the
period of uncertainty before the replacement of an
existing interest rate benchmark. In addition, the
amendments require companies to provide additional
information to investors about their hedging
relationships which are directly affected by these
uncertainties. The amendments did not have any
material impact on the financial position and
performance of the Group.

Amendment to IFRS 16 provides a practical expedient
for lessees to elect not to apply lease modification
accounting for rent concessions arising as a direct
consequence of the covid-19 pandemic. The practical
expedient applies only to rent concessions occurring
as a direct consequence of the covid-19 pandemic
and only if (i) the change in lease payments results in
revised consideration for the lease that is substantially
the same as, or less than, the consideration for the
lease immediately preceding the change; (i) any
reduction in lease payments affects only payments
originally due on or before 30 June 2021; and (i)
there is no substantive change to other terms and
conditions of the lease. The amendment is effective
retrospectively for annual periods beginning on or after
1 June 2020 with earlier application permitted.

2.

BRI REEw®

(b)

BIFR 7 #3 S R F 5 - B &5t
I S5 305K K BRI 155 e 5 RIS 7
SREER] B ERORIRITRIFR B E
HUBHRROTE - RFETRHEA
FERRRA N RELE[ 2 THEE IR
NEETE e REZ TR
HAEHE o BIN  RFEFTHRERRA
AREERERIZETREARY
EnEHRRREHREINEN - 5T Y
ARG e B A AR B SR AR R A AT
MEATE-

BRI 58 & R F 165 IS R] R
MARK—EERATTOEET X
PR ERBERENEE
BREANECRR2EAEEERS
FHRIE - RERAITREAEER
R BBERAFRESRENERRRESE
mHER%  BEERR)EEMNK
MWESEREREBMER - MEE

HE PR EEEHINHEER
& (\ENZFOEMBRESER
R AT —FNA=tH=%Z
ATEYST R 5 R (i) R & A L D 168 3k K2 A
HUWEELEES BF]H T %
NA—HEZ BRBKFEE BEE B
B RFIRAIER o
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION

2. Changes In Accounting Policies and
Disclosures (continueq)

(©

(continued)

During the period ended 30 June 2020, certain lease
payments for the leases of the Group’s buildings and
structures, motor vehicles have been reduced or
waived by the lessors as a result of the covid-19
pandemic and there are no other changes to the
terms of the leases. The Group has early adopted the
amendment on 1 January 2020 and elected not to
apply lease modification accounting for all rent
concessions granted by the lessors as a result of the
covid-19 pandemic during the period ended 30 June
2020. Accordingly, a reduction in the lease payments
arising from the rent concessions of RMB1,339,000
has been accounted for as a variable lease payment
by derecognising part of the lease liabilities and
crediting to profit or loss for the period ended
30 June 2020.

Amendments to IAS 1 and IAS 8 provide a new
definition of material. The new definition states that
information is material if omitting, misstating or
obscuring it could reasonably be expected to
influence decisions that the primary users of general
purpose financial statements make on the basis of
those financial statements. The amendments clarify
that materiality will depend on the nature or
magnitude of information. The amendments did not
have any impact on the Group’s interim condensed
consolidated financial information.

2.

RS BAAR S IS E R

EBESBREEW®

S

(%)
BE_Z_TFA=1+HILHMH
$E@ﬁﬁkﬁﬁﬁ YA KRB
B THENNRE BEFEE MR SE
Bimm sk m HBEARR - BB EE
o EL A TR B AR R - $EIE#:
T2 F— B —BIRARAZES
IL%TEJEEAQI_?_?i/\H
Z“+HIEHREEAARFETRES
REMEONEHcEREAEE
BREEE - At B EREE
AR #1,339,000t A ER K E &
BUHER TS HERERIERZEE
ENFAR Uit ABE_ZTE_TF
SNB=1HIEHIRE -

m FHERIE 1R R BB & st 2R

Bﬂiﬁ’\ﬂ? AIAREAN— ﬂ%ET/\%ﬁE
Z REBEER  WHM - BHWMLE
Z @R &R A& i T 2R & S R Bt
BHRERIE—RENNEZFAERZ
EUBBRIELAATEESE © A
ZERBERN - ZFBEIEH X
MEURRER M E N ESHE - %
ZLEFTHASE R T HERRE M
BRI BmEEERTE -
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Operating Segment Information

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

e Ligquid milk products — manufacture and distribution of ultra-high
segment temperature milk (“UHT milk”), milk
beverage, yogurt and fresh milk

e |ce cream products — manufacture and distribution of ice cream
segment

e Mik powder products — manufacture and distribution of milk
segment powder

e QOthers segment — principally the Group’s cheese business and
trading business

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

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

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

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

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

ReasHEd

HRNEERE  ARERERNMREEAR

EBET AETIOERHRELLDED

o REPERNH — LERBHEBESRARD
(TUHTH)) ~ SLERH
B RED

o KEMERDH — EEREHKLM

o DRERNH - EEREHDIH

o Hthn# - IZRFKENREBR
BH%EH

EEEBVERAKRESELNBNFE
DMHERBBEIRD I ke RAFEHIRE -
DERIRTIBRIB R & 2 B AE, &8 (K
AYEEABBAAEBEN &5 E) T
PARHAE © SEHRBHATAE R EAEEN
HATFE,EEmE 2 X 5 - RIS
A FFHERBEREKA - BIEBERARR
BECENE B8 - AR REBR
RERE XETBERZTEA -

DHEEL TERNBEARRGELE
MWRE DBEARAFRENREANEE -
AREMADEBEERLABEE  ToH
RUtFEERSEERER -

DEMBELNEREM IO BNEBRA
ARE  TERNEFEEREEERER -

DHEHENERN2EUNERMERS
=HHEMRANEBETRS °
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
RS BAAR S IS E R

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

3. RESHFERw

FREJARBEEHBHRA - FIHR
HHEERBBENHER -

segments:
Six months ended 30 June 2020 Liquid milk Ice cream  Milk powder
BE_Z_ZHFEXA=THILAEAR products products products Others Total
BEMER  KEMKER PRER L1t @t
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AR¥Tr AR%®Tr AR¥Tn AR%®Tn AR%Tx
(unaudited) (unaudited) (unaudited) (unaudited) (unaudited)
(REERZ) (REERK) (REER) (REERZ) (REERK)
Segment revenue (note 4): pix: 10N Fﬁ?&
Sales to external customers HEFINBEP 32,565,272 2,229,183 2,281,948 457,056 37,533,459
Intersegment sales DEREEE 345,461 32,264 19,853 118,341 515,919
32,910,733 2,261,447 2,301,801 575,397 38,049,378
Reconcilation:
Elimination of intersegment sales “ﬁﬁ HEMEEE (515,919)
Revenue LON 37,533,459
Segment results PHEE 604,961 218,108 86,643 14,602 924,314
Reconciliation: -
Interest income MEHA 564,490
Finance costs (other than interest on ~ BEER A (BHAEEE
lease liabilities) F24M) (311,340)
Share of loss of a joint venture ElEA S ﬁ%EﬁE (14,853)
Share of profits of associates ﬁfﬁ e 51 REHE 220,759
Corporate and other unallocated ARRE ’r[’ET\" *B ol €
income 18,966
Profit before tax T8 R 1,402,336
Income tax expense AR I (267,538)
Profit for the period REFE 1,134,798
At 30 June 2020 (unaudited) R-E-ZEXA=+H
(REER)
Segment assets ﬁ"[ﬁéﬁ 50,133,621 2,229,772 18,418,896 1,025,520 71,807,809
Reconciliation: G
Elimination of intersegment 85 BB e W A
receivables (23,303,442)
Corporate and other unallocated RAREMTSHBNEE
assets ) 28,431,877
Investment in a joint venture BEMENRE 125,987
Investments in associates REE 2R AREE 7,912,866
Assets of a disposal group classified ~ SEAFEFENZEM
as held for sale ZEE 60,000
Total assets BEE 85,035,097
Segment liabilities PBER 27,266,430 2,473,778 10,898,727 1,362,420 42,001,355
Reconciliation: R
Elimination of intersegment payables i‘f S BRI BT FUR (23,303,442)
Corporate and other unallocated ARAIREM T BHEE
liabilities 32,573,063
Total liablities #aE 51,270,976
O e O
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3. RESTER@w

3. Operating Segment Information (continueq)

e

Six months ended 30 June 2019 Liquid milk Ice cream Milk powder
BE_T-NFXNA=THLEAR ~ products products products Others
RN E HKEE S IBHESR Hity
RMB’000 RMB'000 RMB'000
. ARETT ARETT ARETR
(unaud|ted) (unaudited) (unaudited) (unaud|ted) (unaudited)
REEZ) (RgeER) (REER) REEZ) (RgeER)
Segment revenue (note 4): WA (HE4) :
Sales to exteral customers HETINDEF 33,109,037 2,185,977 4,237,839 324,386 39,857,239
Intersegment sales DEFEHE 452,751 38,520 16,395 151,045 658,711
33,561,788 2,224,497 4,254,234 475,431 40,515,950
Reconciliation: .
Elimination of intersegment sales HHEHHEEE (658,711)
Revenue A 39,857,239
Segment results FREE 1,803,933 231,784 224,078 (507) 2,250,288
Reconciliation: SR
Interest income Fl B WA 510,908
Finance costs (other than interest on RANA (BEERME
lease liabilities) ﬂ 84M) (313,785)
Share of profits of associates yg EUNCIRb 103,140
Corporate and other unallocated AR REM DA R
income 36,379
Profit before tax AT 2,595,930
Income tax expense R %L (435,298)
Profit for the period AERE 2,160,632
At 30 June 2019 (unaudited) RZB-NEAR=1H
(REER)
Segment assets PBEE 43,288,455 2,357,852 11,885,470 714,887 58,246,664
Reconciliation: HE
Elimination of intersegment YD HRERE
receivables (16,114,712
Corporate and other unallocated RAREMT S HBNEE
assets 12,786,988
Investments in associates REERAREE 7,203,858
Assets of a disposal group classified ~ PDEASEFENEER
as held for sale ZEBE 11,635,812
Total assets BEE 73,758,610
Segment liabilities FHEE 20,985,440 2,566,499 2,350,903 1,093,995 26,996,837
Reconcilation: HE
Elimination of intersegment payables aﬁ 8 EPRIE T 508 (16,114,712
Corporate and other unallocated ARREMTHBHAE
liabilities 20,886,195
Liabilities of a disposal group PERBAFENREA
classified as held for sale 28 10,314,969
Total liabilities Baf 42,083,289

—_—
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I RAAR S B A RIRE

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

For the six months ended 30 June

BEAA=THLAEA

2020
—g=%%

— =

RMB’000

ARYET T
(Unaudited)
(REER)

Revenue from contracts with customers: HRBEZEFE &KW A :

2019
—T-NF
RMB’000
ARBTTT
(Unaudited)
(CREEE®Z)

Sale of goods HE M m 37,525,584 39,841,760
Consigned processing services ZRENI AR 7,875 15,479
37,533,459 39,857,239

O
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Reve nue (continued)

Disaggregated revenue

information for revenue
from contracts with customers

For the six months ended 30 June 2020

Segments

Liquid milk
products
HEMER
RMB’000
ARBTR
(unaudited)

(REER)

4. WA w
REEFAHBAL D BRAEH

BE-—E-FFANA=1tHILANEA

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

(REEK)

Milk powder
products
BHER
RMB’000

AR TR
(unaudited)
(REER)

Others
Hity
RMB’000
ARBTR
(unaudited)

(REER)

Total

@it
RMB’000
ARBTTR
(unaudited)

(REEK)

Types of goods or services: BRIREES !
Sale of products AmHE 32,565,272 2,229,183 2,274,073 457,056 37,525,584
Consigned processing service ZREMIRS = = 7,875 - 7,875
Total revenue from contracts with KERPEAKARE

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

customers 32,565,272 2,229,183 2,281,948 457,056 37,533,459
Timing of revenue recognition: BRRANERS
Goods transferred at a point in time ~ AE—BEHELER 32,565,272 2,229,183 2,274,073 457,056 37,525,584
Services transferred at a point in RE-BEEER RS

time = = 7,875 = 7,875
Total revenue from contracts with RERPEHKALRE

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




Revenue (continued)
Disaggregated revenue
from contracts with customers (continued)

information for revenue

For the six months ended 30 June 2019

Segments

Liquid milk
products

7R BE A0 E
RMB'000
ARETT
(unaudited)
(REER)

TERFAXERDLF

4. WAw
REEFEHBAND BURAEE @

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
I RAAR S B A RIRE

BE-—ZE-—hAEA~A=+tBLAEA

Ice cream Milk powder
products
MPER
RMB’000

ARETT

(unaudited)

products
IR M EE
RMB’000
ARETT
(unaudited)

(REER)

Others
Hith
RMB’000

ARETT
(unaudited)
(RE&EER) (R4

)

Total

st
RMB’000
ARETT
(unaudited)

(REER)

Types of goods or services: BRIREES !
Sale of products HmHE 33,093,558 2,185,977 4,237,839 324,386 39,841,760
Consigned processing service ZREMIRS 15,479 - - - 15,479
Total revenue from contracts with RERPEHKALRE

customers 33,109,037 2,185,977 4,237,839 324,386 39,857,239
Geographical markets: WEHE
Mainland China AR 33,096,986 2,185,977 3,853,528 324,386 39,460,877
Overseas o 12,051 - 384,311 - 396,362
Total revenue from contracts with REERFPANBARE

customers 33,109,037 2,185,977 4,237,839 324,386 39,857,239
Timing of revenue recognition: BRKANERS
Goods transferred at a point in time ~ AE—BEHELER 33,093,558 2,185,977 4,237,839 324,386 39,841,760
Services transferred at a point in RE-BRBELRE

time 15,479 - - - 15,479
Total revenue from contracts with KERPEAKARE

customers 33,109,037 2,185,977 4,237,839 324,386 39,857,239

O e O



078 China Mengniu Dairy Company Limited Interim Report 2020 (D

o O

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

5. Other Expenses 5. EMEH

For the six months ended 30 June

BEAA=TRHLEAXEAR

Write-down of inventories to net

78 MUR E A 2375 E

2020
—g-%%

—

RMB’000

ARMT T
(Unaudited)
(REERK)

2019
—T-hHF
RMB’000
ARETT
(Unaudited)
(REEER)

realisable value 54,992 46,326
Write-down of assets of a disposal group  #WUR D E AEEFENE
classified as held for sale EHENEE 71,628 —
Impairment of prepayments, other TERTFRIE « E b fE U RIE
receivables and other assets LEMEERE 67,234 —
Impairment of other intangible assets Huh & ERE = 1,332
Losses on disposal of items of property, BREWE  MENR
plant and equipment 518 - 18,076
Donations B 445,858 9,121
Educational surcharges, city construction B M ME - WA ER
tax, and other taxes R R E AR IR 211,938 254,952
Losses arising from changes in fair value ~ FLF AR EREERARZ
less cost to sell of dairy cows EFHEELNEIS - 94,008
Net fair value loss on forward currency REIINEA B AR EEE
contracts R 10,112 3,199
Net fair value loss on exchangeable AR ES A EEE
bonds R 29,672 48,028
Net fair value loss on a convertible AMRARBEZ ARE
promissory note B 18558 1,200 165
Net fair value loss on warrants RREBZ AR EEE
R 11,817 29,123
Foreign exchange losses, net b 5 B85 58 5,824 —
Others H At 33,520 71,226
943,795 575,646
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6. Profit Before Tax 6. Al RE
The Group’s profit before tax is arrived at after charging: N & B AT AT FE T & 408 R3S H B A
B1E -

For the six months ended 30 June

BEAA=THILAMREA

2020 2019
—E-EF —T-NF
RMB’000 RMB’000
AR¥ET T ARETF T
Notes (Unaudited) (Unaudited)
B 5 (REEEZR) (REEFEZ)
Cost of inventories sold HEFEKA 22,876,292 24,264,843
Cost of consigned processing ZEM TR A
services 4,781 13,667
Cost of sales SHE AR 22,881,073 24,278,510
Impairment of financial and TRRENEERBEFE:
contract assets, net:
Impairment of trade B 5 R TEREFE
receivables, net 100,757 88,806
Impairment of financial assets ETATERTRUIA - EfbE
included in prepayments, W kI8 K EoAth & EE Y
other receivables and other TREERESRE
assets, net 974 11
101,731 88,817
Depreciation of property, plant — #% « = MR EFE
and equipment 10 845,372 966,505
Depreciation of right-of-use TREEENE
assets 136,400 92,423
Depreciation of investment REMEINE
properties 1,765 1,146
Amortisation of other intangible £ th 4 72 & = # 44
assets 49,027 44,583
Outsourcing expenses SNELE A (a) 197,242 130,991
Other rental expenses EMHEEER 140,719 166,620
Display space fees PR 71) 2= S & A 1,840,301 1,268,898
Employee benefit expense EERNER(PRESR
(including directors’ and =RITIA B E )
senior executive’s
emoluments) 2,949,141 3,428,547

Note: P EE -

(@)  For the purpose of promoting operation efficiency, the Group @ ATRELENRE AEBIINBRETEM
outsourced the production of certain products. The amounts WAEE - ZeBEASERBEEZEINEG p o
represent the total amounts paid by the Group for BR 7% = 1y 42 %8 -
purchasing outsourcing services.

Y,
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Income Tax Expense

Under the Law of the People’s Republic of China on
Corporate Income Tax (“PRC CIT Law”), except for certain
preferential tax treatment available to certain subsidiaries of
the Group, the entities within the Group are subject to PRC
corporate income tax (“CIT”) at a rate of 25% (2019: 25%)
on the taxable income as reported in their statutory
accounts which are prepared in accordance with the PRC
accounting standards and financial regulations.

B
BEREARKMBECEMESTOE(HE
CEMRBRED  BAKEETFRAE
RETHBEESIN AKEETHWEERE
FLEORTE IR B P 2 BB R A 1%225% (=
T—NF :25%) ZRERMTBEEMRT
BAEEMEHR]) AEREB HVRES
BRFEA R I BEERREER -

For the six months ended 30 June
BEAA=tTHLEAREAR

2020 2019
—E-BE —E-NE
RMB’000 RMB’000
AR¥T ARETT
(Unaudited) (Unaudited)
(REER) (REEzEZ)
Current income tax B HA P 48 B
Current income tax charge BIHAPR1S B S 460,381 632,979
Deferred income tax EEFTEB
Relating to origination and reversal of tax 78 B8 %{ T 518 & B A5 14
losses and temporary differences ZEEEE KB (192,843) (197,681)
267,538 435,208

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

Dividends

The directors do not recommend the payment of an interim
dividend for the six months ended 30 June 2020 (six
months ended 30 June 2019: Nil).

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

HA - REOFEEEAESTE : (HCER
RN B 78 B K R 2% B RS A R A R SR ]
BHBA)  Ri(ERBEREXEEME
HEERRNWEERVMIHE (F17)H
BA)  BETHEFRAZEHBKES -

BRE

BEVW TERARBREBEE T _TF A=
BIEANEANFEERE (BE-_Z—NAFN
A=+HIENEA : &) o

HE-_Z-_ZEXA=+tHIAMEAA K
AREBESREE T —NLF+_-A
=+t HLEFERARRRREIRKIRENN
HARBREERETBERARKASIIT (BE
TE—NFENA=ZTHILEAEAR : ARE
0.1817T) °

e ——
ﬁk
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9. Earnings per Share Attributable to 9. ZAATGEEREAAERGHNER

Ordinary Equity Holders of the Company
(@) Basic earnings per share
The basic earnings per share amount for the period is
calculated by dividing the profit for the period
attributable to ordinary equity holders of the Company
by the weighted average number of ordinary shares
outstanding during the period.

A reconciliation of the weighted average number of
shares used in calculating the basic earnings per
share amount is as follows:

el
(@) BREXERF

R EREREH HREMAEA
A% R A (S FUB R A E,
BT EBB A MA TR H -

B G RE A B AT e TR

BB FEMT

For the six months ended 30 June

BEANA=tRHIEAEA

2020 2019
—E2H —E-NF
Number of Number of
CHETE shares
R4 EE gy 4=
(in thousand) (in thousand)
(F®&) (Fh)
(Unaudited) (Unaudited)
(REER) (REEEZ)
Issued ordinary shares at R—A—HBEBTEBR
1 January 3,935,015 3,927,708
Effect of share options exercised BITFEERENTE 1,013 1,446
Effect of shares purchased under RIERZ BT 20
share award scheme I 1D &y 52 & (14,185) (20,553)
Weighted average number of EERERRFAN
ordinary shares for the purpose I AR N T
of the basic earnings per share
calculation 3,921,843 3,908,601
[/2
o
O =
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9. Earnings per Share Attributable to
Ordinary Equity Holders of the Company

(continued)

(b)

——

Diluted earnings per share

The diluted earnings per share amount is calculated
by dividing the profit for the period attributable to
ordinary equity holders of the Company by the
weighted average number of ordinary shares in issue
during that period, as used in the basic earnings per
share calculation, and the weighted average number
of ordinary shares assumed to have been issued at no
consideration on the deemed exercise or conversion
of all dilutive potential ordinary shares into ordinary
shares.

A reconciliation of the weighted average number of
shares used in calculating the diluted earnings per
share amount is as follows:

9. XPRIEBREEAELENER
ZH @

(b) EBREEERR
BRETRNIRIEHARNRE LB
B AL FER ARIEFEEK
EXBANAEANHAEHTERRK
MAEFHE - ARBRRAEAEEE
N EBEBARIFRITEXBRSE
AR 1R A EHIT A S B AR N
BEEE -

T E S REE B I T i AR
BB FEIT

For the six months ended 30 June

BEANA=tTRHILEAEA

2020 2019
—E-EF —ET-NEF
Number of Number of
shares shares
4= gnr- 4=
(in thousand) (in thousand)
(Fm®) (Fh&)
(Unaudited) (Unaudited)
(REEER) (REEEZ)
Weighted average number of ATEERERRMAAN
ordinary shares for the purpose LA pIAE I EL
of the basic earnings per share
calculation 3,921,843 3,908,601
Weighted average number of REBEHNPTE RS
ordinary shares, assuming issued BT IR AR (B 2
at no consideration on the T2 BB InfE
deemed exercise of all share
options during the period 5,734 3,275
Adjustments for share award R EEZBEEEL A
scheme EEE 5,025 2,092
Weighted average number of SEEREERFMAN
ordinary shares for the purpose I AR N T 5
of the diluted earnings per share
calculation 3,932,602 3,913,968

%

-
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10. Property, Plant and Equipment

10. ¥ - BERRE

Movements of property, plant and equipment during the

period are as follows:

ME BELRBRABAZHINT

2020
—g-%f

R

RMB’000

AR¥T T
(Unaudited)
(REER)

2019
—E-NF
RMB’000
ARBTT
(Unaudited)
(REEFEZ)

Carrying amount at 1 January R—A—HMEREE 11,102,702 14,733,924
Additions o 89,025 180,433
Transfers from construction in progress EEeTEITRE (M)

(note 11) 1,241,652 793,743
Transfers from investment properties HEAREYE 8,527 24,402
Transfers to assets of a disposal group HEEOBEAREREN

classified as held for sale BEEHAANEE (104,955) (4,568,736)
Transfers to construction in progress EERETETRE (M)

(note 11) (16,293) (15,110)
Transfers to investment properties EEREIREYE (1,485) (15,994)
Disposals BE (27,977) (19,757)
Acquisition of subsidiaries (note 25) I BE -+ A (FisE25) 10,949 582,373
Depreciation charge for the period R EER (M5te)

(note 6) (845,372) (966,505)
Exchange realignment bE 3 g B (22,447) 2,061
Carrying amount at 30 June RANA=Z+HAMKREE 11,434,326 10,730,834

’,.
QO
L —
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11. Construction in Progress 1. EEIRE
Movements of construction in progress are as follows: EEIREFHNAT :

2020 2019

—E-EF —T—hF

RMB’000 RMB’000

AR® T ARBETT

(Unaudited) (Unaudited)

(REEER) (REEZ)

Carrying amount at 1 January R—A—HMEEE 2,231,333 2,203,125

Additions #n 1,155,561 845,285
Transfers from property, plant and HEAWE  HELEE

equipment (note 10) (fF&E10) 16,293 15,110
Transfers to assets of a disposal group HERESEARBEREN

classified as held for sale BEEMAANEE - (737,382)
Transfers to property, plant and HEEME - HELEE

equipment (note 10) (Pfff7E10) (1,241,652) (793,743)

Transfers to other intangible assets HEEHMmEREE (21,483) (51,504)

Acquisition of subsidiaries (note 25) W BT Al (FtsE2s) 33 14,711

Exchange realignment ME 8 (281) 42

Carrying amount at 30 June RANAZ+TENEREE 2,139,804 1,495,644
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12. Goodwill
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12. &

2020 2019

. —TNEF

RMB’000 RMB’000

ARYET T ARETT

(Unaudited) (Unaudited)

(REER) (CREE&EZ)

Carrying amount at 1 January R—A—HBMEEE 4,718,657 4,681,492

Acquisition of subsidiaries (note 25) I gE -+ e (FisE2s) 92,091 8,476
Transfers to assets of a disposal group  EEEHBEARBEFHEN

classified as held for sale BE - (355,859)

Exchange realignment ME S8 B (30,510) -

Carrying amount at 30 June RANA=THNEREE 4,780,238 4,334,109

During the six months ended 30 June 2020, the Group
acquired three subsidiaries from third parties. The total
purchase consideration for these acquisitions was in the
form of cash of RMB10,617,000 paid at the acquisition
date. These business acquisitions gave rise to goodwill of
RMB92,091,000 in total.

During the six months ended 30 June 2019, the Group
acquired two subsidiaries from third parties. These
subsidiaries are mainly engaged in the sale of dairy
products. The total purchase consideration for these
acquisitions was in the form of cash of RMB5,279,000 paid
at the acquisition date. These business acquisitions gave
rise to goodwill of RMB8,476,000 in total.

BE_Z_TFRA=THIEAREAR K
SEEE=FTWB=FRA - 25 KB
WEKBRENREAN  RiiER
B2 it AR %10,617,0007T © 5% % ¥ 15K
BaHdELmE ARKI2,091,0007T -

BHE_ZT-—NAFENA=Z1TRHIEAMER K
SEEE=FHREMRXTAF - ZZEFA
AIEEREHEIER  ZSWENAK
BREUNESFEASMN  RKEBEXM
AR#5,279,0007 ° 2 S EBWEBE A KLE
A2 AR #8,476,0007T °
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13. REEERQNTNKRE

13. Investments in Associates

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

As at 30 June 2020, the Group held 3,725,769,412 shares
of China Modern Dairy, representing approximately 58.15%
(six months ended 30 June 2019: 60.77%) of the issued
share capital.

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

EARERENHE AR RERK
ERRERAR (RERRME]) BEE
BEERERNEREERBENENY
P o

R-ZZE-_ZTFEXA=FTH AEEHFH
3,725,769,412[R A B IR K MZER D - 16E
BITIRAH58.15% (B EZF— NLF N H
=+ HIENER :60.77%) °

R-ZE-_ZTFARH ARREBERR=
T —+FE1TH)194,800,000E L = 8 A 2
fEES((ErBRRKRESR]) RZZE_FF
ANAZTIWA  ARRIRFFFEFELF
K1 50%BTR _ET =388
100,000,000 7T A # AR (E % ([ F Al | &
5]) HIRAERRETR1.26258 L
AR BRI ERNG13,877,227 %D
PRI ED BITIRAL.58% - B#
B BRBRES  ARR(EABERA)
BEZSHFELHHE((EFEHEELEHE]) M
BOCI(fE & &3 77) f& it & $£613,877,227
B B ER D ([BEESF]) - Hih
B R E B TARZN499.58% © 8 FH
BEHBREENE  BHESNREREAR
BERHEBREERT -
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION

Investments in Associates (continueq)
Aggregating the effect of the Group’s shareholdings of
58.15% (six months ended 30 June 2019: 60.77%), the
potential voting rights of 9.58% shares underlying the New
Exchangeable Bonds (six months ended 30 June 2019:
11.24% shares underlying the Old Exchangeable Bonds)
(note 20) when exchanged, and the outstanding vested
management share options (which, when exercised, shall
result in issuance of 50,930,832 ordinary shares of China
Modern Dairy at the exercise price of HK$0.86 per share,
representing approximately 0.79% (six months ended
30 June 2019: 0.82%) of the enlarged issued share capital),
management is of the opinion that the Group has less than
50% substantive voting rights over China Modern Dairy.

As at 30 June 2020, when assessing whether the Group
has control over China Modern Dairy, management
considered all facts and circumstances, including but not
limited to the substantive voting rights over China Modern
Dairy, the voting rights attached to the loaned securities
and their inability to be exercised by the Group, and the
Group’s representation on the board of directors in China
Modern Dairy. Taking into account these factors,
management’s judgement is that the Group has no control
over China Modern Dairy and continues to account for
China Modern Dairy as an associate using the equity
method.

13.

RS BAAR S IS E R

REFE R RINERE @w

BET R AN B AT #758.15% AR # (k&=
—NWFERNA=1THIENEAR -60.77%) *ﬁ
Al E % (P 5220) 853218 #99.58% i (0

MEERZERE (22— ALFA=1H
1E7SE B 2 11.24% 8 7] #0 A% & 55 8 7B 7 AR

B RERITENEFREEIEERRE (i
TETT (3% T 1% 0.86 7% I K 17 fF (8 & & B 3g
77 7 B 35 A B 250,930,832 % T ﬁﬂx i
AR BITIRARL0.79% (BE—Z—Ah
FERNAZTHILENER : 082%))2‘?5;
EREEHEAEEREMNFERAKED
BEEMHRERELRE0% °

RZZEZZTFSA=+TH £ EEAEE
ERESPERKBER  EREEZT
FIESEERBER  BREETERNFAHE
REENELEHEEREZRE - BLEHFANE
RERLAEBELIBASETHE  EAE
ERPBEBERREESENRE LER
HERZE - EREHE  AEEHPEHIFN
WG B BRIRNRMEERS—
REg =N al BB AEREAR -
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14. Other Financial Assets 14. Htt&mEE

30 June 31 December
2020 2019

S i —F-NEF
ANAB=+H +=-A=+—8H

RMB’000 RMB’000

AR¥T T ARBETTT

Note (Unaudited) (Audited)
Bt 5t (REEFER) (fe&EZ)

At fair value through other NARBEFTEEEES
comprehensive income: SFAEMEEKE
Listed equity investments FHRARE 153,837 105,957

At fair value through profit DAREBENERESS

or loss: B
Unlisted equity investments FELETRAEE 103,024 166,408
Hybrid financial instrument BEEMIA (a) 462,975 —
Convertible promissory note AR AR R IE 104,069 102,550
Short term investment deposits 2 B EF R 17,284,004 16,160,803
Long term investment deposits ~ KHIREF X — 53,642
Warrants RIRRETE - 11,187
17,954,072 16,494,590
At amortised cost: R AN
Short term entrusted loans REZREER 1,839,870 2,880,772
Long term entrusted loans EHZER 121 1,063
Long term entrusted loans due R —FRNEHZ KIZET
within one year B3 1,884 1,884
Long term receivables K EfE UG FRIA 9,739 12,542
Long term time deposits REIEBIFH
(note 17) (Mg3E17) 5,722,929 4,569,773
7,574,543 7,466,034
Total other financial assets EthemEERT 25,682,452 24,066,581
Current k) 19,229,827 19,220,584
Non-current ERE 6,452,625 4,845,997
25,682,452 24,066,581

/_\\_//”,/_\/_\
I conmiai e ) — =
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14. Other FinanCiaI Assets (continued) 14- Eﬂﬂ@%ﬂﬁg (80
Note: i zE -
(@  On 29 April 2020, the Group acquired 42.88% equity interest @ RIZTEZTFOAZFNA  NEELL

with approximately RMB457,643,000, in an unlisted
company. According to the equity purchase agreement
entered into among the Group and the third parties, a
written put option was granted to the Group, under which
the Group has a right to sell the 42.88% equity interest or
exchange other financial instruments with the third parties.
The investment has been classified as a financial asset
measured with fair value through profit or loss.

A R 457,643,000 T Y g — R 3E ET A
AIE42.88% &1 - RIFRAEEEE=7 2
MATHREEE RS AEEERT—
MEMREE Bt AEEHELE
42.88% M xS B 5 = R H fth & b
TAH -EBAREEDEANUAARENER
HEHTABEHNEMEE -

15. Inventories 15. &
30 June 31 December
2020 2019
—E-EF —ENF
~NB=+HB +=-A=+—H
RMB’000 RMB’000
ARET AERET T
(Unaudited) (Audited)
(REERK) ($E224%)
Raw materials R AR 2,728,495 2,499,232
Finished goods 2UpK 1,271,868 2,590,712
Total inventories at the lower of cost and  3&AK 7 E& A] % IR SH(H 1Y
net realisable value BREFTENTFERRE 4,000,363 5,089,944
'®) g O
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16. Trade and Bills Receivables 16. EWERERKRERE

The Group normally allows a credit limit to its customers AEERERTEPHEEEEREE WA
which is adjustable in certain circumstances. The Group EETEBETETAE KAEEBRJER
closely monitors overdue balances. In view of the MR EEGEH ER EXF R AEE
aforementioned and the fact that the Group’s trade HEWEERDERETRENNEFERA
receivables relate to a large number of diversified W EENEEETRR - K B &
customers, there is no significant concentration of credit HEWKEFFAEAMEEREMAERR
risk. The Group does not hold any collateral or other credit F o JE U BR SR A A A B o

enhancements over its trade receivables. The trade
receivables are non-interest-bearing.

An ageing analysis of the trade and bills receivables as at PR E BASK - A3 bR BT 1B 1 48 A R AR K
the end of the reporting period, based on the invoice date FEBREZEBMERESTAT ¢

and net of loss allowance, is as follows:

30 June 31 December

2020 2019

—ECEF —E-NF

ANA=+H +=-—A=+—H

RMB’000 RMB’000

ARET T ARET T

(Unaudited) (Audited)

(REER) (EZ)

Within 3 months 31E A MUK 3,284,814 2,990,016
4 to 6 months 472618 A 597,750 484,937
7 to 12 months 721218 A 179,211 95,371
Over 1 year 14E LA E 15,835 16,542
4,077,610 3,586,866
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17. Cash and Bank Balances and Other

Deposits

Cash and cash equivalents as stated in

IR HEREARE

30 June
2020
—E-EF

~NA=+H

RMB’000
AR¥T T
(Unaudited)
(REEER)

17. BERBITEEREMER

31 December
2019
—T-NF
+=—A=+—8
RMB’000

INL S
(Audited)
(&%)

the interim condensed consolidated nErxnRekBeSE
statement of cash flows By 11,262,173 3,798,118
Pledged deposits RESHER 286,885 74,186
Time deposits TE BRF 3K 5,972,929 7,247,842
17,521,987 11,120,146
Less: Short term pledged deposits W REREBSEX (286,885) (74,186)

Less: Long term time deposits (note 14) & : KEIFEHIFER

(Mi5E14) (5,722,929) (4,569,773)

Cash and bank balances as stated in the I HAfS BA 4R & BF 75 AR

interim condensed consolidated AENE S RIRITHER
statement of financial position 11,512,173 6,476,187

Note:

The Group’s pledged deposits were as follows:

B sE

AEBHNRBESFRINTLT

30 June 31 December

2020 2019

BB —T—AF

~HA=1H +=—A=+—H

RMB’000 RMB’000

AR¥T T AR T T

(Unaudited) (Audited)

(REEZX) (E&EZ)

Pledged to secure bills payable EHRAEFENZR 259,723 5,861
Pledged to secure interest-bearing bank and EIRABEFFTEBRITR

other borrowings HmEE 23,400 46,787

Pledged to secure letters of credit EHRAEFERE 3,762 21,538

286,885 74,186

O = ) O

-
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18. EERAREE
BENEZREREREERRRESBRE

18. Trade and Bills Payables

An ageing analysis of the trade and bills payables as at the

end of the reporting period, based on the invoice date, is as FRECDITAAT -
follows:

30 June 31 December
2020 2019
—E-®F —E-NF
~A=+RA +=-A=+—H
RMB’000 RMB’000
ARET T ARBT T
(Unaudited) (Audited)
(REHEXR) (EZ)
Within 3 months 31E A AR 6,900,850 5,510,608
4 to 6 months 4% 618 A 946,893 870,994
7 to 12 months 721218 A 185,923 333,937
Over 1 year 1A 17,669 23,087
8,051,335 6,738,626

19. Other Payables and Accruals

19. HtENFERARER

30 June 31 December

2020 2019

—E-EF —E—-NF

ANA=+H +Z=ZA=+—8H

RMB’000 RMB’000

ARET T ARET T

(Unaudited) (Audited)

(REEZ) (Z)

Contract liabilities AHEaE 817,752 3,299,226
Refund liabilities EREE 45,418 40,246
Salary and welfare payables R Fe kENE 1,079,035 1,512,926
Other payables H {th e~ FRIE 7,326,307 5,955,176
9,268,512 10,807,574




NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
I RAAR S B A RIRE

20. Interest-Bearing Bank and Other

20. FFERITREMEER

Borrowings
30 June 31 December
2020 2019
—E-EF —ET—NEF
ANA=+H +ZA=+—H
RMB’000 RMB’000
AR®E T AR®ET T
(Unaudited) (Audited)
(REEEZR) (K5 %)
Current: ENHER :
Short term bank loans, secured MHESRITER  BIEE 317,140 230,680
Short term bank loans, unsecured MHISRITE R EIEE 11,030,471 9,655,599
Current portion of long term bank loans, &HIRTEZEIEIES -
unsecured 4 4 1 - 2,776,980
Super short-term commercial papers BREHmE 5 3,500,000 1,000,000
Lease liabilities HEEE 167,047 174,942
15,014,658 13,838,201
Non-current: JEENER :
US$194,800,000 zero coupon RZE—EFETH
exchangeable bonds 194,800,000 T &
issued in 2017 (note 13) AR ES (EE13) - 1,374,780
US$100,000,000 1.50% exchangeable N _E_TFEITH
bonds issued in 2020 (note 13) 100,000,000F L E B
#£1.50% H) AT 2 IR (& 75
(M$5E13) 705,550 —
US dollar bonds EES 12,666,154 6,935,369
Medium-term notes RHRE 1,000,000 1,000,000
Lease liabilities HEAR 278,747 324,460
14,650,451 9,634,609
29,665,109 23,472,810
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21. Other Financial Liabilities

Present value of redemption A REURHE AT & FEIE AR
amount for potential fERiEm  BE S5
acquisition of puttable RE
non-controlling interests

Hitb&MEE

30 June 31 December
2020 2019

S i —F-NEF
+=—A=+—8

RMB’000

ANA=T1H

RMB’000
AR¥T T ARBTT
(Unaudited) (Audited)
(REEER) (fe&EZ)

1,600,000 1,600,206

Note:

(@) Under the equity joint venture contract entered into between
Inner Mongolia Mengniu Dairy (Group) Company Limited
(“Inner Mongolia Mengniu”) and Danone Asia Pte Ltd.
(“Danone Asia Pte”) dated 9 August 2013, an option was
granted to Danone Asia Pte to terminate the equity joint
venture contract and sell the entire stake of Danone Asia Pte
to Inner Mongolia Mengniu at the exercise price within a
15-day period at the beginning of each biennial (2-year)
period from the seventh (7th) anniversary of the relevant
closing date under the amended and restated framework
agreement, subject to compliance with the then applicable
laws and regulations by the Company, including the then
relevant Listing Rules in connection with connected
transactions. As at 30 June 2020, the Group derecognised a
non-controlling interest of RMB491,042,000 (31 December
2019: RMB592,124,000) and recognised a present value of
the amount payable upon exercise of the option of
RMB1,600,000,000 (31 December 2019: RMB1,600,206,000)
as a financial liability and accounted for the difference in
equity.

BEASEZFIE(RE) ROBERAR
([AR5LE]) HiEZpemMNBR AR ([EfE
THDR=ZZ—=FNANBIZIHNEE
KEAR - ERTNER —TEEERE 7]
FEEIERT RESIMIER R ZABERE BiRm
L @)BEFR  SMREHHZMABE TR
RARIEEEREER - WASERETEMR
BEPBIRTEEETARES  BARAR
WAZBE ST E R B A A B ROE IR AR E
BEERER ETRANBREER SR
T -RZZE-ZFA=1+H ALKER
FHERIEEBRBEREZ AR
491,042,000 (= E—hFE+=-A=+—
A : AR#592,124,00070) R IE{THEE
TR FE (< SRIE RV ER (B A R 1,600,000,000
T(ZE—AFE+-_A=1+—8: AR
1,600,206,00070) ER A S BB E - Wi
EEET A o



22. Share Capital
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RS BAAR S IS E R

For the six months ended 30 June (Unaudited)
BEAA=THLEAER (REER)

2020

—g-%f

Number of
ordinary

shares
EERHA
’000

TR

Issued and fully paid:  BETRER

2019
—E-NEF
Number of
ordinary

Amount shares Amount
£ TRk E A T
RMB’000 '000 RMB’000
AR®T R TR ARETTT

At 1 January n—HA—AR
(Audited) (fBEZ) 3,935,015 358,257 3,927,708 357,602
Shares issued B AR D
under equity- SENED
settled share 2l
option scheme BT
(Unaudited) (REEERZ) (0 3,575 326 3,413 300
At 30 June (Unaudited) ®7<xA=+H
(REEZ) 3,938,590 358,583 3,931,121 357,902
Note: e
(@)  During the six months ended 30 June 2020, 3,574,812 (six (@ REZE-_Z_ZFTFXA=+tHILXEA:

months ended 30 June 2019: 3,412,500) share options have
been exercised, resulting in the issue of 3,574,812 (six
months ended 30 June 2019: 3,412,500) ordinary shares
(equivalent to share capital of RMB326,000 (six months
ended 30 June 2019: RMB300,000)) of the Company and
share premium of RMB71,876,000 (six months ended
30 June 2019: RMB53,426,000). The weighted average
share price at the date of exercise for these options was
HK$30.48 per share (six months ended 30 June 2019:
HK$29.26).

3,574,812 (BHE=Z—h&FA=+H
LE7NME A ¢ 3,412,50017 ) B AR A 1T (5 -
BHET3,574,812 (BE=_Z— L&~
B=+H8I1E/A : 3,412,5008%) & @&
(HHE R AR A RA A R #326,0007T (#
E_T-AFERNA=ZTHLEANER: AR
#300,000L)) D E B AR
71,876,000 (BE=ZT—NE A=+
Bt EAR : AR#ES3,426,0007T) © %%
BRERTEAZNEFHRELSER
3048 T (BHE-_Z—NEA=1THI1t
NEA :29.268 L) °
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23. Share Option Scheme
Movements of outstanding share options

23. BRAESTE
MR AT R B

Lapsed/
As at Granted Exercised forfeited As at  Exercisable
1 January  during the  during the  during the 30 June  at 30 June
2020 period period period 2020 2020
®n
R R ZE-EF
e 33 Brk¥/ Z—B-BF AKA=+H
Date of grant == Rl ANA=TH AT
13 July 2017 —T—+tFtA+=H 4,834,032 = (903,450) = 3,930,582 3,930,582
7 May 2018 “T-A\FRAtA 7,384,194 = (840,362) (306,437) 6,237,395 6,237,395
24 December 2018 ZE-\F+ZAZ1mA 33,781,930 = (1,831,000)0 (2,913,473) 29,037,457 12,822,247
1 April 2020 ZZE-TFNA—H = 1,016,887 = = 1,016,887 =
Total @t 46,000,156 1,016,887  (3,574,812)  (3,219,910) 40,222,321 22,990,224
Lapsed/
As at Granted Exercised forfeited As at Exercisable
1 January during the during the during the 30 June  at 30 June
2019 period period period 2019
i
i —T-NE
—ZNF HRKR/ ~A=t+A
Date of grant —H—H BRI BIESE:S
13 July 2017 —E—+FtA+=AH 9,236,545 - (2,375,653) (177,614) 6,683,278 2,161,720
7 May 2018 “T-N\ERAtAH 9,245,873 - (507,847) (628,450) 8,109,576 3,754,645
24 December 2018 —E-\+ZA=+WA 37,248,880 - (6529,000)  (1,499,950) 35,219,930 7,842,290
Total FCE 55,731,298 - (3,412,500)  (2,306,014) 50,012,784 13,758,655
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23. Share Option Scheme (continueq)
Movements of outstanding share options (continued)
The average fair value of equity settled share options
granted during the year was estimated as at the date of
grant using a binomial model, taking into account the terms
and conditions upon which the options were granted. The
following table lists the significant inputs to the model used:

Dividend yield (%) PR B (%)

Expected volatility (%) TEEDR B (%)
Historical volatility (%) B £ R B E (%)
Risk-free interest rate (%) 8 B 1) 2 (%)
Option life (years) FERREF A (F)
Spot price (HK$ per share) BEBBT/8R)
Exercise price TEE (BT S))

(HK$ per share)

23. BRETEw

0.69
32.30
32.30

0.68

26.30

26.54

e RITEE R E) )
FARABREARG S HOEREZ AR
BRI EBASER B EERETH
i WEEEA B ERE T GEREE
o TREBIIFTAER 2 8K ABIE :

2018 2017
—E-N\E§ —E-tF

7 May 24 December 13 July
EAtA +=A=tWMmH tAt+=H

0.64 0.57 0.65
34.00 34.00 32.18
33.90 34.12 32.18

2.14 1.96 0.97

5 5 5
26.06 23.80 14.62
26.06 23.93 14.81

The fair value of the share options granted during the six
months ended 30 June 2020 was estimated to be
RMB6,525,000 (RMB6.42 each) at the grant date.

For the six months ended 30 June 2020, the Group
recognised an expense of RMB34,808,000 relating to the
fair value amortisation of share options during the period (six
months ended 30 June 2019: RMB112,253,000).

REBEE-_ZT-_ZFA=1+HIt@EA
RYTERENALBERTFTHBEFTAA
R ¥6,525,0007C (1) AR #6.427T) °

REE_ZE _FTFAA=+HILAEA -
REBREAERE BERER R EEH
HIF Sz A R#34,808,0007C (B E=—Z—Hh
FRA=ZFTHLERNEARA : AR
112,253,0007T) °
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24. Share Award Scheme

Particulars and movements of share award scheme:

24, RERBFE

FEETEE BT DK

2020 —BCBF

Granted Vested Forfeited
Fair value As at  during the  during the  during the As at
per share 1 January period period period 30 June
SRAAE R-B-H BREH HRER gk RAB=tH
Number of Number of Number of Number of  Number of
Notes (HK$) shares shares shares shares shares
Date of grant Wi (&) ROHE RBEA RAHA ROHE RBEA
7 May 2018 “E-N\FRAtA 26.05 2,861,687 = (2,804,684) (57,003) =
5 June 2019 ZE-NEXARA (@) 28.80 6,622,058 = (3,245,705) (176,206) 3,200,147
22 May 2020 “TZFERAZFTZH (b 27.30 = 8,199,897 = (95,932) 8,103,965
9,483,745 8,199,897 (6,050,389) (329,141) 11,304,112

2019 —E-hE

Granted Forfeited
Fair value per As at during the Vested during during the As at
share 1 January period the period period 30 June
BRk2RE R-A—H BAKH BAGE BRER WNRNA=TA
Number of Number of Number of Number of Number of
shares shares shares shares shares
Date of grant iEE e B & B iEE e
13 July 2017 —T—tFtA+=AH 14.62 3,050,246 - - (70,060) 2,980,186
7 May 2018 “E-N\FRAtA 26.05 6,453,689 - (3,004,911) (433,596) 3,015,182
5 June 2019 ZE-NEXARA (@ 28.80 - 8,201,104 - - 8,201,104
9,503,935 8,201,104 (3,004,911) (503,656) 14,196,472
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION

24. Share Award SCheme (continued)

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

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

During the period, 329,141 (six months ended 30 June
2019: 503,656) shares lapsed due to the unfulfillment of
vesting condition under the share award scheme.

The fair value of the shares granted was calculated based
on the market prices of the Company’s shares at the
respective grant dates. During the period, there was an
expense of RMB79,657,000 (six months ended 30 June
2019: RMB55,258,000) relating to the share award scheme,
and a reversal of expense of RMB1,811,000 (six months
ended 30 June 2019: RMB2,861,000) due to the
unfulfillment of vesting conditions under the share award
scheme. In aggregate, the Group recognised a net expense
of RMB77,846,000 (six months ended 30 June 2019:
RMB52,397,000) relating to the share award scheme in the
interim condensed consolidated statement of profit or loss
during the period.

RS BAAR S IS E R

% 5 5% B ET 8l o
@ RZE—NFARARAB  ARRIRE
KREREEFE M2 EERD
8,201,104 f& 7 15 AN R Al R ER AR
HEIR B 3ITIRA490.23% ° ILEE,
&Hja’mx TR BZENEE - RIE
?Em%mﬁrmhtlja,ﬁﬂt%—&:
EBEFES -

by R=ZE=_ZTFAA=-+=H AR
1B & K2 ﬁ%ﬁ.ﬁrilmﬂéﬁi%&ﬁ
8,199,897 I % {7 15 AN~ Al R R 4R
HHIMBE ZEITIRA40.23% ° LEE
BRHOBRNED B _FEMNHE - Bk
ETHEBREAREBHEE K=
BB F 5B -

B 329,141k (R ZE=F — NLF~
A=+HIEN@EAR : 503656Hx).ﬂx7n
BIET 2118 T A5 B IR R EZE R T 2R 4K -

BERHBRDZARE " TJ%EAZ!SQ*THQ%
RERE Bz HERE - 8K - REZiER
ﬁ%ﬁﬁf‘a@itlj/\EEb&79,657,0007z(@zi:
ZE—NFAA=ZTHIEAREAR: AR
55,258,0007T) & E Ix = 42 Eh 5T 21 E T &
BREREBEEANMBE I HARE
1,811,000 (B2 —hLF~A=+H
1S8R - AR#2,861,0007T) © HiR @ K
SEERTHERGREERRPRRKRE
HEFHEEAIHFEAEARK
77,846,000T (B2 —hLF/~A=1+H
1ENEA - AR¥52,397,0007T) °
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25, £S5 6t

25. Business Combination

During the six months ended 30 June 2020:

Acquisition of three subsidiaries

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

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

BE_Z_ZFA=1THIEEA :

WE=[EF28
HE-_Z-_TEXA=+tHItAEA XK
EEBAF=HREBE=FFAF - WEFAD
AREIEREE Z-_HTFARKEI
EmEEURMERAE - ETWETIE
AAEEEFENFBEANEIERTSEH
B R Dok 7T R BB BE 1) 2 R BE o RS WK
ERAKERERKEESHUBEFE AL
+ AR #10,617,0007T - 2 F XS WEE
EEEA HE ARK92,091,0007T °

24 S8 [B13% 1895 b T A T S BB A E M 3
P L T g S EONGIE T
R -
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25. Business Combination (ontinueq)
Acquisition of three subsidiaries (continued)
The aggregate fair values of the identifiable assets and

25 ¥ 8 6tw

WiE=EF 28 @
RUIERH - AT #RIEEMRBEN AL E

liabilities of the three subsidiaries as at the date of @RI

acquisition were as follows:

Fair value
recognised on
acquisition
WIBERER 2
ARE
RMB’000
AREF T
(Unaudited)
(REFEZ)
Assets BE
Property, plant and equipment LES G e 10 10,949
Right-of-use assets EREEE 216
Construction in progress TEIR 11 33
Other intangible assets HEMEEEE 7
Inventories FE 1,166
Trade and bills receivables R R EE 35,305
Prepayments, other receivables and other — FEtFRIE - H b fE Uk 3138 K E Aty
assets EiE 2,024
Total assets BEE 49,700
Liabilities BE
Trade and bills payables EERREERE (111,941)
Other payables and accruals Hab I RIERTEIRE A (19,233)
Total liabilities BAE (131,174)
Total identifiable net assets at fair value BARBREZAIHEFEE
4azm (81,474)
Less: Trade receivables due from the three & : FEUR =R F 2 A1 A FE U BR =X
subsidiaries (111,941)
Add: Goodwill arising on acquisition e EEENEE 12 92,091
Add: Effective settlement of trade o ERZREF AR
receivables and other receivables FEUAR SR K B
due from the three subsidiaries EUGRIEN B RES 111,941
Purchase consideration at fair value AR BT EHRIERE 10,617
O = °

—

[/
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25 ¥ 8 6tw

25. Business Combination (continueq

Acquisition of three subsidiaries (continued)

An analysis of the cash flows in respect of the acquisition of
the three subsidiaries for the six months ended 30 June
2020 was as follows:

g A S S e/ NN
B ZFAA=Z1+HIEABERE®B
WE=MFRAaNREREDTOT

RMB’000
ARBTTT

Cash consideration HeRE (10,617)
Net outflow of cash and cash equivalents included BIEEREFTHEANR S RENRN
in cash flows from investing activities MREERRSEEWERD (10,617)
Transaction costs of the acquisition included in BREEKEEBEEANBREMNEN
cash flows from operating activities 79 UK B8 22 5 B AR (200)
(10,817)

During the six months ended 30 June 2019:

Acquisition of Shengmu High-tech Dairy

On 23 April 2019, the Group acquired a total of 51%
equity interests in Shengmu High-tech Dairy from Shengmu
High-tech and Inner Mongolia Shengmu Holding Co., Ltd.
(“Shengmu Holding”) and obtained control over Shengmu
High-tech Dairy. Shengmu High-tech Dairy is mainly
engaged in the production and distribution of organic liquid
milk products. The acquisition was made as part of the
Group’s strategy to expand its market share of organic
liquid milk products in Mainland China.

The purchase consideration for the acquisition was in the
form of cash, with RMB105,461,000 paid on 19 July 2019,
and the remaining RMB30,000,000 of cash will be paid
within five business days from the first anniversary date of
19 July 2019.

BE_T-NFRA=TRIEAHEA:

WEBERSRIZE
RZE-—NENA-Z+=B "EFHE
HERHMERATTERIERAR QA
([EMERDERBEEHRSBIAED
51% % + WES BB =B ZL AR HIHE
EHERIETENELEERDIHAERR
REMER ZBRBEANEEENEFE
K B B 75 R B8 10 72 R /O T 45 10 BB A SR B
2R

WESEENRERER=ZZE—NLFLATN
HUAR & F R AR105,461,0007T
&R T AR & A R #30,000,0007T # R =
E-NFELtA+NLB—BFENAEZE
BRI e
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25. Business Combination (ontinueq)
Acquisition of Shengmu High-tech Dairy (continueq)
The fair values of the identifiable assets and liabilities of

I RAAR S B A RIRE

25, ¥¥ 5w

WHEEH SR I % w

REBEAES BEHSMIAENAZNEE

Shengmu High-tech Dairy as at the date of acquisition were MBENARENT
as follows:
Fair value
recognised on
acquisition
WIS RER 2
ARE
RMB’000
ARET T
(Unaudited)
(REEEZ)
Assets BE
Property, plant and equipment LES e 580,800
Construction in progress TEITRE 11 14,711
Right-of-use assets FREAE 24,003
Other intangible assets HihmpEE 45,655
Inventories rE 24,517
Trade and bills receivables JE U BR 30 K = 37,161
Prepayments, other receivables and other  JEfZIE « Efb Uk FRIE & E Aty
assets EiE 332,817
Pledged deposits REFESFX 108,555
Cash and bank balances R MIRITEHETT 520
Total assets mEE 1,168,739
Liabilities BfE
Trade and bills payables ERNERERE (519,419)
Other payables and accruals HAip eI RIBENTERRE R (238,710)
Interest-bearing bank and other borrowings s ERITRHEMEE (145,000)
Total liabilities FEN=R (903,129)
Total identifiable net assets at fair value BRARBEFEZAHINFEE
1R 265,610
Less: Non-controlling interests W IR AR R = (130,149)
Purchase consideration at fair value RARBEFEZEERE 135,461
O ~— ) O




104 China Mengniu Dairy Company Limited Interim Report 2020 (D

0 O

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

25 ¥ 8 6tw

25. Business Combination (continueq

Acquisition of Shengmu High-tech Dairy (continueq)
An analysis of the cash flows in respect of the acquisition of
Shengmu High-tech Dairy for the six months ended
30 June 2019 was as follows:

WEEEH SR Z % w
FEHE_ZT—NFANA=Z+THIEAEAK
BEHSHRAENBRESREDTOT ¢

RMB’000
ARBTTT

Cash consideration ReRE —
Cash and cash equivalents acquired WEEMERe NESEEYD 520

Net inflow of cash and cash equivalents included

BREREEHELNRSREN

in cash flows from investing activities MBS EBRESFEWFRA 520
Transaction costs of the acquisition included in BREEKEEBEEANBREMNEN
cash flows from operating activities 79 UK B8 22 5 B AR (870)
(350)
Acquisition of other subsidiaries W g H At A A

During the six months ended 30 June 2019, the Group
acquired three other subsidiaries from third parties. These
subsidiaries are mainly engaged in the sale of dairy
products. These acquisitions were made as part of the
Group’s strategy to expand its market share of liquid milk
products in Mainland China. The total purchase
considerations for these acquisitions were in the form of
cash of RMB5,504,000 paid at the acquisition date. These
business acquisitions gave rise to goodwill of
RMB8,476,000 in total.

HE-_Z-NFEXNA=1+8 188 2 -
AEBEAF=FWBEM=RTAA - Z
EFRRFERFIERMBEE - 2ZWE
EHAASERERAEPBRARERREDNE
MM ENENREZ — R - ZSZWED
BURERERKREARURSFEAZHFA
R 5,604,000 - ZEXBKEELEDE
A £ AR#8,476,0007T °
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26. Commitments
The Group had the following outstanding capital
commitments in respect of the purchase and construction
of property, plant and equipment as at the end of the
reporting period:

Contracted, but not provided for

EEENEES: L

RS BAAR S IS E R

26. HIE

RBERR - AEEFABEREZYE -
BE REBHRENEAREAZENT

31 December
2019
—E-NEF
+=—A=+—H
RMB’000
ARET T
(Audited)
(&%)

30 June
2020
—E-%F

~A=+H

RMB’000
AR¥T T
(Unaudited)
(REEX)

1,260,065 788,680

27. Contingent Liabilities

In 2019, a non-controlling shareholder of an associate of
the Group alleged that the Group has breached the
investment deed associated with the associate, thereby
entitling it to exercise the put option right to sell its equity
interests in the associate to the Group. The directors,
based on the advice from the Group’s legal counsel, believe
that the Group has not breached the investment deed and
accordingly, has not provided for any claim in these

financial statements.

27. HARAERE
R-B—NE AEE—2EERRER
BAEEEREUBLSATNRERY
B b B T 1T 68 SR HR A A A S B 1
HRE S ATMRIE - RIEAEEARZE
MHER EEHAEAEETRERERE
R4 - B SRR R S B SRR T

=E-
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28. EBEA LIRS
(a) AEEBEEBLATREMEYA L
EBITTHEARS -

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

For the six months ended 30 June
BZXA=1+HIEAEA

2020
—EZEF

RMB’000
AR®T R

2019
—TNF
RMB’000

ARBTT

Note
B 5

(Unaudited)
(REER)

(Unaudited)
(REEER)

()  Sale of liquid milk BERSNEIECES0 T

products to associates I EE G () 138,684 378,906
()  Sale of ice cream mEE N RIEEKH

products to associates ME @ (i) 18,442 22,100
() Sale of products to RAIARAR—RZEEMR

affiliates of a major HHEBBARILE

shareholder of the Eh

Company (i) 781 2,793
(V) Sales of products to a MEETELEER

joint venture (i) 7,895 -
(V) Purchase of raw materials A& RQ A —H T EAK

from affiliates of a major BB AREE

shareholder of the R

Company (i) 257,092 333,233
(V) Purchase of raw materials  [A/Bt & A FE S R

from associates EE () 3,026,310 2,864,168
(VIl)  Purchase of utilities, rental  [AIEt & A FIEE

and outsourcing gER - HE RINE

services from ier

associates (i) = 14,178

Note: &L

REDE2EERTIHER,Flx
R ERSE =5 ROEIREEE -

(i) The considerations were determined with reference to (i)
the prevailing market prices/rates and the prices
charged to third parties.
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28. Related Party Transactions (continueq)
(b) Compensation of key management personnel
of the Group

Directors’ fees EEHe
Salaries and allowances e KRR

Retirement benefit contributions IRKAE R 50

28. BBEA IR Fw

(b)

REENETEEE A SRR

For the six months ended 30 June

BEANA=THILAEAR

2020 2019
—E-EF —T-NF
RMB’000 RMB’000
AR®TR AR T
(Unaudited) (Unaudited)
(RBER) (REEFEZ)
499 563

17,994 10,870

901 956

Notes:

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

(i) In addition to the key management compensation
shown in the above table, during the period from
2017 to 2019, certain directors and senior executives
were granted share awards in respect of their services
to the Group under the share award scheme of the
Company. In accordance with IFRS 2, share-based
payments represent the fair value of the shares at the
grant date amortised to the interim condensed
consolidated statement of profit or loss during the
period disregarding whether the shares have been
vested/exercised or not. During the period, the
share-based payment expenses relating to the shares
granted to these directors and senior executives were
approximately RMB14,964,000 (six months ended
30 June 2019: RMB16,319,000).

P -

() TEEEABNRMEC I REN
ARAREERSRITHABNBE -

(i) BRERFTIHEZEEASHRM
IR ZE—FE_T—NFH
B ETESERSRITRABRE
SUREB R RISERR RIRIER
= 2R ET 8B AR E B - BIRE
BREF 7S s R B25% - AR D A
ERH A ERONZLE B BN A
AE - BHAERTHERREER
KATAEE  MTwmZzERER
LCERE 18- N - BEAKRT
ZEEERSRHTRABREN
BRDAEROIHTHAOARE
14,964,0007T (B =2 =T — L FE N~
A=Z+BLEAREA: AR
16,319,0007T) °
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28. Related Party Transactions (continueq)
(b) Compensation of key management personnel
of the Group (continued)
Notes: (continued)

(iif) In addition to the key management compensation
shown in the above table, during the period from
2017 to 2018, certain directors and senior executives
were granted share options in respect of their services
to the Group under the share option scheme of the
Company. In accordance with IFRS 2, share-based
payment benefits represent the fair value of the share
options at the grant date amortised to the interim
condensed consolidated statement of profit or loss
during the period disregarding whether the options
have been vested/exercised or not. During the period,
the share-based payment expenses relating to the
share options granted to these directors and senior
executives were approximately RMB35,827,000 (six
months ended 30 June 2019: RMB93,003,000).

(c) As at 30 June 2020 and 31 December 2019, the
balances arising from related party transactions are as

follows:

Trade and bills receivables from:

28. BEBEALIRFw
b)) XEENFTEEEAENHRN=

MIE : (@)

iy BEXRMTAHWEIEEEABRMH
IR —LFE_T—N\FH
M ETESKERITRASRE
SUAREBHIRISEAR A BB EE
AR M ST &I 5 B AR A o AR 9 B PR B
R ELERF 25 - LR BER
B R RN BB AR
B HAERFHERREERER
RTF LA - T am ez SREAE =
GERB f1E- 8N GREET
ZEEERRRITHABBRER
AR ABERAOS A EANAR
#%35,827,0007C (BA 2 =T — N F
ANA=ZTHLEAMEA: AR
93,003,0007T) °

(C) m—v—qu/\ﬂ +E|&—7 j-l.:
F+-A=+—8 BHALRZE
ERFERRIAT ¢

FEM T 550 MR R SRR

30 June 31 December

2020 2019

—B-EF —T—NF

ANA=+H +Z-A=+—H

RMB’000 RMB’000

AR® T ARBFTT

(Unaudited) (Audited)

(RBER) (KEEZ)

Associates /N 130,043 218,730

A joint venture —HaErE 2,128 601
Affiliates of a major shareholder of  ZANAR]—% = ZRY AV

the Company NS 450 2,200

132,621 221,531
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28. Related Party Transactions (continueq)
(c) As at 30 June 2020 and 31 December 2019, the
balances arising from related party transactions are as
follows: (continued)

Prepayments, other receivables and other assets
from:

I RAAR S B A RIRE

28. BBEA IR Fw

(c) RZEZEFAA=FTHEZZE—N
F+_A=+—H8 BEBHALIRZE
ERERINT ¢ @

FEM T 5% 7 TR 5RIR - H b ek
RANEMEE

30 June 31 December

2020 2019

SE L T hE

AAB=+H +=ZA=+—8

RMB’000 RMB’000

AR¥T T ARET T

(Unaudited) (Audited)

(REEEZK) (EZ)

Associates [/ 25,000 8,333

A joint venture —fAE&EhE — 201
Affiliates of a major shareholder of AN &) —%% = A% 5 AV B

the Company NG 1,524 6,083

26,524 14,617

Trade and bills payables to:

BN T T HERERE

30 June 31 December

2020 2019

—E-EHF —ET—NEF

AB=+8B +=A=t-H

RMB’000 RMB’000

AR% Tt AR¥FIT

(Unaudited) (Audited)

(REEER) (K5 %)

Associates iR /NE| 532,153 529,209
Affiliates of a major shareholder of AT —%F ZARE LB

the Company NG 115,203 137,718

647,356 666,927

'®) g O
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28. Related Party Transactions (ontinueq) 28. BEBEALTRZ w
(c) As at 30 June 2020 and 31 December 2019, the () RZZEZZEFAA=+HEZZ—AN

balances arising from related party transactions are as
follows: (continued)

Other payables and accruals to:

E+-A=1t—HB BEBMALTXSE
EREERIAT ¢ m)

FEAT 513 77 6 B & A< SR TR I FE 12
BH:

30 June 31 December

2020 2019

—E-EF —T—hF

AA=+H +=ZA=+—8H

RMB’000 RMB’000

AR® T ARETF T

(Unaudited) (Audited)

(REEER) (&%)

Associates BERNT 418 4,184

A joint venture —MEeEDE - 88
Affiliates of a major shareholder of ZANEE—%F BRRE B

the Group NG = 60

418 4,332

Except for certain prepayments, other receivables and
other assets from associates of approximately
RMB25,000,000 (31 December 2019: RMB8,333,000)
with a fixed interest rate of 4.8% (31 December 2019:
4.8%) per annum, the above balances are unsecured,
non-interest-bearing and repayable on credit terms
similar to those offered to or by independent third
parties.

BRE T IRNM IR - E bR URIA KR
BEBMERANEMEEDARE
25,000,000t (ZE— L F+Z A
=+—H: AK#%¥8,333,0007T) #&
48% (ZFE-—NF+-_A=+—8:
4.8%) BB E FHXFHEIN - LA
HRABREMLEE  BEREEMES
TRERBYE=FERE -
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION

28. Related Party Transactions (continueq)

(d)

Other outstanding balances with associates
As at 30 June 2020, the Group had entrusted loans
of RMB17,255,000 (31 December 2019:
RMB35,560,000) due to certain associates included in
“Interest-bearing bank and other borrowings”. The
Group obtained those loans from certain associates
via banks. The balances are unsecured and
interest-free.

As at 30 June 2020, the Group had entrusted loans
of RMB500,000,000 (31 December 2019:
RMB500,000,000) due from Inner Mongolia Fuyuan
International Industrial Co., Ltd. included in “Other
financial assets”. The Group loaned out the money via
banks. The entrusted loans are secured by diary cows
with an annual interest rate of 6.09% (31 December
2019: 6.09%). As at 31 December 2019, the Group
had entrusted loans of RMB1,000,000,000 due from
China Modern Dairy included in “Other financial
assets”. The Group loaned out the money via banks.
The entrusted loans are unsecured with an annual
interest rate of 4.79%.

RS BAAR S IS E R

28. BEEA TR B w

(d)

ER B N\ B HAb Ak g

RZZE_ZFFXA=1H A5£E%
BEMNETHERARNEZTERARE
17,255,000t (Z &2 — L F+ = A
=+—H: AR#¥235,560,0007T)
WEFAIGFERITREMESE] - K
EIL BIRITIEE TH & R A ESZ

BER - EHAERARES -

R-ZE-_ZFA=1+H AEBE
EREBASTHEREREEER AR
Z it EH AR ¥500,000,0007T (=
—NE+ZA=+—8: ARK
500,000,0007T) * I E & ATE &
@ﬁFjﬁﬁl@ﬂﬁﬁﬁﬁ%%
o ZETLE AN - F X
7%36.09%(:%E NFE+=ZA=+—
H:6.09%) RZZT—NLF+=AH
=+—H AEEHEFEKRFPERRK
W2 L T E R A R #1,000,000,000
T WEFRATHEMSREE] - A&
BB BIRTTE L ZNIE - ZELERK
REEE - FFEFA479% °
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29. Financial Instruments by Category 2. REFIETHWEMTIA
The carrying amounts of each of the categories of financial RIERR SES>ENESR T ANER
instruments as at the end of the reporting period are as (ER NN
follows:
As at 30 June 2020 R-ZE-FFXA=1+H
Financial assets: SREE

Fair value

Fair value through other

Amortised through profit comprehensive
cost or loss income

BORERE BROAERE

BEE2® AEZHHA
B8 TARE  Ht2ERE st
RMB’000 RMB’000 RMB’000 RMB’000
ARBTR ARBTR ARBTR ARBTR

Trade and bills receivables EURETREE 3,937,846 - 139,764 4,077,610
Financial assets included in BIEREMNTIE - £

prepayments, other receivables EWHEREME
and other assets ENSREE 564,448 - - 564,448
Other financial assets HepeEE 7,574,543 17,954,072 153,837 25,682,452
Equity investments RAIEE - 103,024 153,837 256,861
Hybrid financial instrument REAERIA - 462,975 - 462,975
Convertible promissory note ARRELRE - 104,069 - 104,069
Entrusted loans ZAER 1,841,875 - - 1,841,875
Investment deposits REFR - 17,284,004 - 17,284,004
Long term receivables REIEWR 9,739 - - 9,739
Long term time deposit REEHEX 5,722,929 - - 5,722,929
Derivative financial instruments TEERIA - 31,280 - 31,280
Pledged deposits RESHER 286,885 - - 286,885
Cash and bank balances ReERBOTER 11,512,173 - - 11,512,173
Cash and cash equivalents BeRBESEEY 11,262,173 - - 11,262,173

Time deposits with original REHB A=A

maturity of more than A E 89 B3R
three months 250,000 = = 250,000
23,875,895 17,985,352 293,601 42,154,848
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29. Financial Instruments by Category (ontinueq
As at 30 June 2020 (continued)

Financial liabilities:

20. HEHNEPTPHEMIEw

R-B-ZFEANA=1tH®w

ERAE:

Fair value
Amortised through profit
cost or loss
RORETE
BH&ZE
BHERE FFABRE #st
RMB’000 RMB’000 RMB’000
AR®ET T AR®ET AR¥T T
Trade and bills payables BRERAREE 8,051,335 - 8,051,335
Financial liabilities included in other A& E 4 J& 1+ 2B Iz
payables and accruals BREAZCHEBE 7,326,307 - 7,326,307
Interest-bearing bank and other FERTREMEER
borrowings excluding (PEEATRRES)
exchangeable bonds 28,959,559 = 28,959,559
Exchangeable bonds A}k ES - 705,550 705,550
Derivative financial instruments MEEBMTA - 5,580 5,580
Other financial liabilities Hih&mEE 1,600,000 = 1,600,000
45,937,201 711,130 46,648,331
O = °
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29. Financial Instruments by Category wontines 29. ZERE W ESE T A w

As at 31 December 2019 R=-E—-NE+=-BA=+—H
Financial assets: ERMEE -

Fair value
Fair value  through other
through profit ~ comprehensive

Amortised cost or loss income
BARERHE BRARERE

BEED AAEDIHA
BESA  HABN  EEREKX it
RMB’000 RMB’000 RMB’000 RMB’000

ARBTT  AREBTR  ARETR  ARETR

Trade and bills receivables EURERETREE 3,476,898 - 109,968 3,586,866
Financial assets included in BRENBAZE - Eft
prepayments, other receivables JESRIB R B A B
and other assets ERSREE 658,852 - - 658,852
Other financial assets HiteBEE 7,534,635 16,494,590 105,957 24,135,182
Equity investments AR E - 166,408 105,957 272,365
Convertible promissory note HRREERE - 102,550 - 102,550
Warrants R E - 11,187 - 11,187
Entrusted loans ZHER 2,883,719 - - 2,883,719
Investment deposits REBFH - 16,214,445 - 16,214,445
Long term receivables REEYGRIE 81,143 - - 81,143
Long term time deposit RETHER 4,569,773 - - 4,569,773
Derivative financial instruments fTHEemIA - 34,009 10,814 44,823
Pledged deposits REEHFER 74,186 - - 74,186
Cash and cash equivalents BekBeSED 3,798,118 - - 3,798,118
Time deposits with original maturity ~ REHBA=EAM
of more than three months MEEBER 2,678,069 - - 2,678,069
18,220,758 16,528,599 226,739 34,976,096
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29. Financial Instruments by Category (ontinueq
As at 31 December 2019 (continued)

Financial liabilities:

20. HEHNEPTPHEMIEw
R-ZE-AE+=-A=+—Hw

ERMATME:

Fair value
Amortised through
cost profit or loss
BARERE
BN mEt
RMB’000 RMB’000 RMB’000
ARBT T AR T ARBT T
Trade and bills payables ERNERREE 6,738,626 - 6,738,626
Financial liabilities included in other ¥ K E 4t JE (- 2B I
payables and accruals BREAZEHMEE 5,954,229 - 5,954,229
Interest-bearing bank and other FERTREMER
borrowings excluding (TEETARES)
exchangeable bonds 22,098,030 - 22,098,030
Exchangeable bonds AR ES - 1,374,780 1,374,780
Other loans Hith B - - -
Derivative financial instruments TESBITA - 4,346 4,346
Long term payables RHIE R 947 - 947
Other financial liabilities HEmemas 1,600,206 — 1,600,206
36,392,038 1,379,126 37,771,164
[/2
[
= ) O
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30. Fair Value and Fair Value Hierarchy of

Financial Instruments

Fair value

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

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

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

The fair values of the non-current portion of other financial
assets, long term pledged deposits, long term time
deposits, long term receivables, the non-current portion of
interest-bearing bank loans, long term payables and other
non-current financial liabilities have been calculated by
discounting the expected future cash flows using rates
currently available for instruments with similar terms, credit
risk and remaining maturities.

The fair value of financial instruments traded in an active
market is determined at the quoted market prices; and the
fair value of those not traded in an active market is
determined by the Group using market comparable
corporate model. The inputs of the market comparable
corporate model include price/book ratio of companies in
same category and unit price of comparable property.

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

0. EMTAZAREBERAIAEBRER

NRE
ERMEENBENAABRAMB2EER
BRETHNR S (RESBFEHERI) F
AHEEENERABNEE -

TXHIBREFRABENTERBRER

ReMReFEY EHRRISHFR  EBK
RREER  BANEREER  SEREM
RE HEREBERFENEBEE -
BREREMENRARERERNSHEA
B RBAERRTERREMERETA
QA EREHARIEMmERSEZREE
o

f 5

HiteRAENFRDBS  RUREL
R RIS - REAGRE - 8
RATER R REN FER BN 5 A
RAEMIRDE M A BN AL EIRAR
PR EERRRERBTAMAHIAR
BT I TR B A KRS E
HREH -

REBTHETRINERIAEZARE
BmSREETE  WHNERMIHETR
SNEBTAZAABRRAMSAE L
REXELETF -mHA B REERE
BWAREBEERARERNARMNTHERE KA
BUBYER 2 EE-
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Financial Instruments (continueq)
Fair value (continued)
The following table shows the valuation techniques used in
the determination of fair values of investment deposits,
hybrid financial instrument and unlisted equity investment,
which fall within Level 3 of the fair value hierarchy, as well
as the significant unobservable inputs used in the valuation.

Investment deposits

BAFR

Hybrid financial
instrument

BAEEBMIA

Unlisted equity
investment

FEmRERE

Valuation
technique

1 B i

Discounted cash
flow method

FRESREE

Discounted cash
flow method

FRAERER

Discounted cash
flow method

Significant

unobservable

input

EXFATEER

BABE

Expected yield

BHRHE

Discount rate

Discount rate

FRE

WACC

FRARREE MEFIERRA

30. Fair Value and Fair Value Hierarchy of

1.00% to 5.90%

1.00%%5.90%

1.00% to 5.90%

1.00%%5.90%

7.85%

7.85%

17%

17%

30. TRMTAZARERAIAERER

)
A RE@®

TRETNETRELRER  REAemMIAR
FELEMRERE AR BEFTANGERN (B
RAREBEEBENE=4) MEEMANEKX
Al E i A\ BUE o

Sensitivity of fair value to the input

BABBHARENEE

10% increase (decrease) in expected yield would result in
increase (decrease) in fair value by RMB12,432,000
TEEEEE N OB D) 10% B BB AR EEm(F D)
AR 12,432,0007C

10% increase (decrease) in discount rate would result in
decrease (increase) in fair value by RMB12,479,000
FREEMOAD) 10% BB AR ERD ()
AR12,479,0007C

10% increase (decrease) in discount rate would result in
decrease (increase) in fair value by RMB2,628,000
HREZMOAL)10% B EBHA R ER D (Em)

AR 2,628,0007T

10% increase (decrease) in WACC would result in

decrease (increase) in fair value by RMB12,183,000
MRETHE AR AL OAD) 10% BB AR ER L ()
AR 12,183,0007C
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30. TRMTAZARERAIAERER

30. Fair Value and Fair Value Hierarchy of

Financial Instruments (ontinueq)

Fair value (continued)

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

(0
A RE@®
AEBMBZEZHFHILTESHIA
FEREXNINERESRFFAHEER
BRI CRIEE - BRBEEY - FIXE
B REINESORFRRBENENTE
ST HE  DEREETTVERAETH -
EHINESORANEERHEON S ks
WMEHTE - BRBAEAH - FIXREH &
HINEAHRFRRPANONERERL

rate forward contracts are entered into. The carrying RNAEER -
amounts of commodity futures contracts, interest rate
swaps, forward currency contracts and interest rate forward

contracts are the same as their fair values.

AEBzZERTA(BREREERARELE

The carrying amounts and fair values of the Group’s

financial instruments, other than those with carrying WAz T AN ZEREERALEN
amounts that reasonably approximate to fair values, are as s
follows:
Carrying amounts Fair values
REE ARE
30 June 31 December 30 June 31 December
2020 2019 2020 2019
—E-EF —ZE-NEF —E-EF —ZE-NEF
ANA=tHR +=—A=+—H ANA=tHR +=—A=+—H
RMB’000 RMB’000 RMB’000 RMB’000
AR¥T T ARETT AR¥T T AR T
(Unaudited) (Audited) (Unaudited) (Audited)
(REER) (&z=%) (RBER) (&z=%)
Financial assets cREE
Other financial assets : HiheREE
Long term REZTER
entrusted loans 121 1,063 120 1,060
Long term R HIPE W EE
receivables 9,739 12,542 9,402 11,395
Long term REEHER
time deposits 5,722,929 4,569,773 5,720,391 4,471,835
5,732,789 4,583,378 5,729,913 4,484,290

///—\

%

-
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30. Fair Value and Fair Value Hierarchy of 30. @RI EZAARAERAAEER

Financial Instruments (continueq) (80
Fair value (continued) A RE @
Carrying amounts Fair values
REE DRE
30 June 31 December 30 June 31 December
2020 2019 2020 2019
—BCEF —T-NF it g 33 —E-hF
AA=tH +ZHA=1—H AA=+tH +ZH=1—8H
RMB’000 RMB’000 RMB’000 RMB’000
AR%ETR ARET T AR¥ETR ARETTT
(Unaudited) (Audited) (Unaudited) (Audited)
(REERZ) (KE2=%) (RISEX) (EE%)
Financial liabilities cREE
Other financial liabilities HitemaE 1,600,000 1,600,206 1,600,000 1,600,206
Non-current portion of SHEBITREMES
interest-bearing bank HIEREE
and other borrowings —NEfETRR&
—excluding BEHLHEEAE
exchangeable bonds
and lease liabilities 13,666,154 7,935,369 12,435,102 7,591,958
15,266,154 9,535,575 14,035,102 9,192,164

Fair value hierarchy NAEER

The Group uses the following hierarchy for determining and AEERBAUATERANEERBEESRT

disclosing the fair values of financial instruments: B ARMAE:

Level 1: fair values measured based on quoted prices F—: RIBAERE E B ERERE
(unadjusted) in active markets for identical MIZMRE CREAR) T2
assets or liabilities NRfE

Level 2: fair values measured based on valuation FEW AR BEERGEERIME
techniques for which all inputs which have a BE2REMEHENARES
significant effect on the recorded fair value EAFENHABBETER
are observable, either directly or indirectly B B REE

Level 3: fair values measured based on valuation B AAEERGERNGE
techniques for which any inputs which have a BEMEESENAARER
significant effect on the recorded fair value BRTEN B ABE I o
are not based on observable market data AR BR85S EE (7
(unobservable inputs) Al B AR g A UR) 77

O

-

=) 0 <
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30. Fair Value and Fair Value Hierarchy of 30. @RI EZAARAERAALEER

Financial Instruments (continueq ()

Fair value hierarchy (continued) NAEEHR=

Assets measured at fair value: AAETTE

As at 30 June 2020 R-E-ZEFXA=1+H

Quoted prices Significant Significant
in active observable unobservable
markets inputs inputs

Level 1 Level 2 Level 3

IR BT % EATHE EBEATUHE

HERE WAE WABE
E—#& et E=K #at
RMB’000 RMB’000 RMB’000 RMB’000
AR¥T R AR¥T R ARBTT AR%¥Txn
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REBEX) (REBEX) (REER) (REER)

Listed equity investments MR AR E 133,811 - 20,026 153,837
Unlisted equity FEETRAELE
investments = = 103,024 103,024
Hybrid financial BAESBIA
instrument = = 462,975 462,975
Convertible promissory AR A B
note = = 104,069 104,069
Investment deposits BEGFR - - 17,284,004 17,284,004
Derivative financial MESRIE
instruments = 31,280 = 31,280
Bills receivable LS = 139,764 - 139,764
133,811 171,044 17,974,098 18,278,953
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30. Fair Value and Fair Value Hierarchy of 30.
Financial Instruments (continueq)
Fair value hierarchy (continued)
Assets measured at fair value: (continued)

As at 31 December 2019

R==2-h&E+=-A=+—-H

Quoted prices Significant Significant
in active observable unobservable
MEGTS inputs inputs
Level 1 Level 2 Level 3
AR R T I% EAAER SEANMATEHRE
HIRE W A BR i \BUR
FE— E-W FE=M HEt
RMB’000 RMB’000 RMB’000 RMB’000
ARETFT ARETFT ARBFT ARBTT
(Audited) (Audited) (Audited) (Audited)
(8ER) (8ER) (8EZ) (8EZ)
Listed equity investments A RARE 105,957 — - 105,957
Unlisted equity FLEMRARE
investments - - 166,408 166,408
Convertible promissory A#gkEEEE
note - - 102,550 102,550
Warrants and RIRHEE IR AR
subscription rights of EREE
warrants - 11,187 - 11,187
Investment deposits BEGER - - 16,214,445 16,214,445
Derivative financial TESRBITA
instruments - 44,823 - 44,823
Bills receivable N EE - 109,968 - 109,968
105,957 165,978 16,483,403 16,755,338
[
o
L —
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30. Fair Value and Fair Value Hierarchy of 30. @RI EZAARAERAALEER

Financial Instruments (continueq) ()

Fair value hierarchy (continued) NAEEHR=

Assets measured at fair value: (continued) BARBETENEE & @

As at 31 December 2019 (continued) R-E-NAE+=-A=+—Hw
Reconciliation of recurring fair value measurements PERAREEBFNE=ZRRNEETERR
categorised within Level 3 of the fair value hierarchy: B2 2 ¥k :

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

LikE  FLmRE BAEM  ARREAR

RE RE IA L4 REFR
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AR¥T R AR¥T AR¥T T AR¥T T AR¥T R
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REER) (RBER) (RBER) (RBER) (RBER)

As at 1 January 2020 RZZTZZTF
—A—H = 166,408 = 102,550 16,214,445
Purchases g 20,026 = 457,643 = 12,679,900
Withdrawal Y m = = = - (11,610,341)
Disposal & - (63,388) - - -
Net unrealised gain BaihEERRE
recognised in statement R 2E
of profit or loss = (1,200) 5,332 = =
Exchange alignment Rz - 1,204 - 1,519 -
As at 30 June 2020 RZZZTF
~NAZ=TH 20,026 103,024 462,975 104,069 17,284,004
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30. Fair Value and Fair Value Hierarchy of 30. @RI EZAARER
Financial Instruments (ontinueq)

Fair value hierarchy (continued)

Assets measured at fair value: (continued)

As at 31 December 2019 (continued)

R-ZEBE-AFE+=-BA=+—Hw

Unlisted equity Convertible Investment
investments promissory note deposits
EETRERE FIHRRARER KEFR
RMB’000 RMB’000 RMB’000
ARBTTT ARBTTT ARBTTT
(Unaudited) (Unaudited) (Unaudited)
(CREEEZ) (REEZ) (CREEE®Z)
As at 1 January 2019 R-ZT—NF
—HA—H 31,599 196,130 9,281,963
Purchases BE 289 - 9,036,783
Withdrawal Y [g] — - (5,330,222
Transfers to assets of a EERESBARERS
disposal group classified as EMNREBEEANEE
held for sale (3,360) - (842,484)
Exchange alignment E SR - 163 —
As at 30 June 2019 R-_T—NF
~NAZ=TH 28,528 196,293 12,146,040
O = ) O
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30. Fair Value and Fair Value Hierarchy of 30. @RI EZAARAERAALEER

Financial Instruments (continueq
Fair value hierarchy (continueq)
Liabilities measured at fair value:

As at 30 June 2020

Quoted prices Significant Significant

in active observable unobservable

markets inputs inputs

Level 1 Level 2 Level 3

RIER™ S EATHE EBEAFTUTHE

HRE WAHE WA SIS
B—| -} E=R Azt
RMB’000 RMB’000 RMB’000 RMB’000
AR®TR AR®TR AR®TRT AR¥TxR
(Unaudited) (Unaudited) (Unaudited)  (Unaudited)
(REER) (REER) (REBER) (REBER)

Derivative financial MEERIE

instruments = 5,580 = 5,580
Exchangeable bonds MR ES - 705,550 - 705,550
= 711,130 = 711,130

As at 31 December 2019

R-ZB-Nh&E+=-A=+-—AH

Quoted prices Significant Significant
in active observable unobservable
markets inputs inputs
Level 1 Level 2 Level 3
RGBT BERABE BEATIUEE
B E B ABUE o A ER
F—R F-M B=R et
RMB’000 RMB’000 RMB’000 RMB’000
ARETTT ARETTT ARETT ARETT
(Audited) (Audited) (Audited) (Audited)
(BER) (BER) (8ER) (8ER)
Derivative financial TESBIA
instruments — 4,346 — 4,346
Zero coupon ZEARRES
exchangeable bonds — 1,374,780 — 1,374,780
- 1,379,126 - 1,379,126

/_\\—/”,/_\/_\
I conmiai e ) — =

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

As at 30 June 2020

Quoted prices

I RAAR S B A RIRE

30. Fair Value and Fair Value Hierarchy of 30. @RI EZAARAERAAEER

()
NAREER @
A

R-Z2-2FXA=1H

Significant

Significant

in active observable  unobservable

markets inputs inputs

Level 1 Level 2 Level 3

IR R % EATHE EBEXTUHE

HERE WA HE WAYE
E—& -t 1 B=R Hat
RMB’000 RMB’000 RMB’000 RMB’000
AR®ET AR®ET AR®TRT AR%®TR
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REER) (REER) (RBER) (REER)

Long term entrusted REZFEER

loans = 120 = 120
Long term receivables REAEW A - 9,402 - 9,402
Long term time deposits ~ RHEIFHAFER - 5,720,391 - 5,720,391
= 5,729,913 = 5,729,913

As at 31 December 2019

Quoted prices

R=®-AF+=A=+-8

Significant

Significant

in active observable unobservable

markets inputs inputs

Level 1 Level 2 Level 3

& BT % BEAAHR SBEATAEHE

R 1E WA BIR B A\ BE
F—R F-MH B=R et
RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETT ARETTT ARETTT
(Audited) (Audited) (Audited) (Audited)
(&EZ) (&EZ) (8EZ) (&EZ)

Long term entrusted RHZTER
loans - 1,060 - 1,060
Long term receivables RHIE W FRIE - 11,395 - 11,395
Long term time deposits ~ RHIFEHFER - 4,471,835 - 4,471,835
- 4,484,290 - 4,484,290
O = ) O

HMH___#f,/ff:::::::::::::::_qhﬁﬁﬁ




126 China Mengniu Dairy Company Limited Interim Report 2020 w

0 O

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

30. Fair Value and Fair Value Hierarchy of 30. @RI EZAARAERAALEER

Financial Instruments (continueq ()

Fair value hierarchy (continued) AARERH =
Liabilities for which fair values are disclosed: A

As at 30 June 2020 R-E-ZEFXA=1+H

Quoted prices Significant Significant
in active observable unobservable
markets inputs inputs

Level 1 Level 2 Level 3

IR BT % EATHE EBEATUHE

HERE WAE WABE
E—#& et E=K #at
RMB’000 RMB’000 RMB’000 RMB’000
AR¥T R AR¥T R ARBTT AR%¥Txn
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REBEX) (REBEX) (REER) (REER)

Other non-current H i FERE) < Rl

financial liabilities =L C 1,600,000 = 1,600,000
Interest-bearing bank and 5t B R1T R E M

other borrowings B8 — R

— non-current portion B (P eEY

excluding BREFREE

exchangeable bonds 8E)

and lease liabilities = 12,435,102 - 12,435,102

- 14,035,102 - 14,035,102
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Financial Instruments (continueq)
Fair value hierarchy (continued)
Liabilities for which fair values are disclosed: (continued)

As at 31 December 2019

R==2-h&E+=-A=+—-H

Quoted prices Significant
in active Significant unobservable
markets  observable inputs inputs
Level 1 Level 2 Level 3
NGRS ERAHE EANABR
#3RE AR BAHE
E—B E-R E=8 @
RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETT ARETT ARETT
(Audited) (Audited) (Audited) (Audited)
(&%) (&%) (f8&EZ) (f8&EZ)
Other non-current financial HigEne o
liabilities A& - 1,600,206 - 1,600,206
Interest-bearing bank and TERITRAM
other borrowings — non- BE - EiH
current portion excluding B (TREZE
Zero coupon ngREFLEE
exchangeable bonds and af)
lease liabilities - 7,691,958 - 7,591,958
- 9,192,164 - 9,192,164
O = ) O
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31.

32.

Events after the Reporting Period

On 24 November 2019, the Company entered into a share
sale and purchase agreement (the “Agreement”) with third
parties, pursuant to which the Company has conditionally
agreed to purchase the 100% equity interest of Lion-Dairy
& Drinks Pty Ltd. (“Lion Dairy Drinks”) with an aggregate
cash consideration of AUDG600,000,000 (approximately
RMB2,930,680,000). Lion Dairy Drinks is an Australia-based
branded dairy and beverage company. The Agreement was
terminated on 25 August 2020 as one of the conditions
stated in the Agreement had not been fulfiled on the
conditions precedent end date as defined in the Company’s
announcement dated 25 November 2019.

On 27 July 2020, the Group exercised 1,197,327,890
warrants for the equivalent ordinary shares of China
Shengmu Organic Milk Limited (“China Shengmu”) at the
exercise price of HK$0.33 per share with an aggregate
amount of HK$395,118,203.70 (approximately
RMB356,966,000). Upon the completion of the transaction,
the Group held in aggregate 1,467,193,490 ordinary shares
of China Shengmu, representing approximately 17.80% of
the total number of shares issued by China Shengmu.

Approval of the Interim Financial
Information

The unaudited interim condensed consolidated financial
information was approved and authorised for issue by the
board of directors on 26 August 2020.

31.

32.

wREMBSE
R-ZT—AE+—A-+WE AAFE
E=FEIIROEERE ([ZiHZE]) &
I AR BBRHERENBRSRE
600,000,00032 7t (%7 A & ¥ 2,930,680,000
70) B E Lion-Dairy & Drinks Pty Ltd. ([Lion
Dairy Drinks|) B9100% % {7 ° Lion Dairy
Drinks & — FTRMN M iE FLdn R KL A F] - 28
REZ R A —ERERERZZ—N
Ft+—AZTHRBARBIAEFRERD
SRR IR B BER  ZmEER T
—EENA-+REABKIL -

RZB-ZTELA-++H AEEIRT
f#{E & RR0.33 L1718 1,197,327,89017 73
PS4 25 SR B M 2 54 1,197,327,890 % AR X 28
HRERDERARAR(THFEER]) XE
% - 484 %8 /5395,118,203.70/8 7T (AR
#5356,966,0007T) ° MR S K 18 * A&
B 55 P B BT @ AR A ££1,467,193,490
B - A5 B EE R BT AR D B BN K917.80% ©

HEFPHBEER
BEeO R _E-_TFEN\A-+NBHbE

REETREREE LR REREANEE
%o
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MIX
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