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CORPORATE PROFILE

China Mengniu Dairy Company Limited (the “Company”) (Stock
Code: 2319) and its subsidiaries (the “Group” or “Mengniu”)
manufacture and distribute quality dairy products in China. It is one
of the leading dairy product manufacturers in China, with MENGNIU
as its core brand. The Group's diversified products range includes
liquid milk products, such as UHT milk, milk beverages and yogurt, ice
cream and other dairy products such as milk powder. In June 2011,
the Group's annual production capacity reached 6.76 million tons.
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CORPORATE INFORMATION
Al

Board of Directors
Executive Directors
Mr. YANG Wenjun

Mr. BAI'Ying

Mr. WU Jingshui

Mr. DING Sheng

Non-Executive Directors
Mr. NING Gaoning

Mr. NIU Gensheng

Mr. JIAO Shuge (alias JIAO Zhen)
Mr. Julian Juul WOLHARDT

Mr. YU Xubo

Mr. MA Jianping

Mr. FANG Fenglei

Mr. MA Wangjun

Independent Non-Executive Directors

Mr. ZHANG Julin (resigned on 10 June 2011)
Mr. LIU Fuchun

Mr. ZHANG Xiaoya

Mr. XIE Tao (appointed on 10 June 2011)

Senior Management
Mr. LU Jianjun
Mr. YAQO Haitao
Ms. ZHAO Yuanhua
Mr. LIU Weixing
Mr. KWOK Wai Cheong, Chris
(Qualified Accountant & Company Secretary)

Stock Code
Hong Kong Stock Exchange 2319

Investor Relations Contact
Mr. KWOK Wai Cheong, Chris

Unit 1001, 10th Floor, Jubilee Centre
18 Fenwick Street, Wanchai

Hong Kong

Email: info@mengniuir.com

Website: www.mengniuir.com

Place of Business in Hong Kong
Unit 1001, 10th Floor, Jubilee Centre

18 Fenwick Street, Wanchai

Hong Kong
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Registered Office
Maples Corporate Services
P.O. Box 309

Ugland House

Grand Cayman, KY1-1104
Cayman Islands

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

68 Fort Street

P.O. Box 609

Grand Cayman, KY1-1107

Cayman Islands

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

183 Queen'’s Road East, Wanchai

Hong Kong

Legal Advisors
As to Hong Kong Law
Norton Rose Hong Kong

As to Cayman Islands Law
Maples and Calder Asia

Principal Bankers
Agricultural Bank of China

Bank of China

Industrial Commercial Bank of China
BNP Paribas

Auditors
Ernst & Young

Investor Relations Consultant
Strategic Financial Relations (China) Limited
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HIGHLIGHTS
122

Revenue WA
Gross profit E5
Profit attributable to owners of the Company KNEER AEGFNE

Net cash inflow from operating activities

Earnings per share (RMB) FRAENARET)
— Basic — &R
— Diluted —EE

REXBEENRSFRA

Unaudited
RIBERL
For the six months ended 30 June

BEAA=1THIEAMEA

2011
—_F——F
RMB’000
AR®TT

2010
—E-ZF
RMB’000
AREFTT

14,434,223
3,787,172
618,820
1,168,703

0.356
0.355

e The Group further optimized its product mix and employed a green o
and healthy brand image to consolidate its leading market position,
revenue rose by 28.7% to RMB18,578.6 million while profit attributable
to owners of the Company increased by 27.6% to RMB789.8 million
during the period.

e The Group continued to expand its production capacity, and the e
aggregate annual production capacity reached 6.76 million tons as of
June 2011.

e The Group continued to promote its “High Quality for a Green Life” .
brand proposition by launching a number of green activities. During the
period, Mengniu was named “Social Responsible Enterprise” and “Most
Influential Leader in a Low Carbon Economy”, as well as presented with
the “Eco-China Contribution Award” once again.

e After the acquisition of Junlebao, both parties have been actively o
engaged in collaborative efforts. Resources from both sides have been
directed toward accelerating business development.

e The Group made further progress in reforming its organizational .
structure to strengthen coordination among various systems, and the
overall synergy gradually revealed.
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Revenue by Product Mix
For the six months ended 30 June
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Revenue by Product Mix in Liquid Milk Segment

For the six months ended 30 June
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China Mengniu Dairy Company Limited

Milk Beverages - Yogurt
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MANAGEMENT DISCUSSION AND ANALYSIS
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Financial Review

During the period, by capitalising on the opportunities arising in the industry
such as the ongoing expansion of the dairy market in China, and the
rationalisation of the dairy industry in China including the reapplication for
production permits by the enterprises, Mengniu further consolidated its
share in the market with an optimised product portfolio and a good brand
image. Hence, the Group recorded stable growth for the six months ended
30 June 2011 with revenue amounting to RMB18,578.6 million (2010:
RMB14,434.2 million), an increase of 28.7% as compared with the first
half of the previous year. Profit attributable to owners of the Company
was RMB789.8 million (2010: RMB618.8 million), an increase of 27.6%
as compared with the same period of the previous year. Basic earnings per
share were RMB0.454 (2010: RMB0.356).

Gross Profit

During the period under review, the Group recorded a gross profit of
RMB4,824.9 million (2010: RMB3,787.2 million), an increase of 27.4%
as compared with the same period of the previous year. The increase in
the average price of raw milk and other raw materials had an effect on
the production costs for the period. However, by leveraging the ongoing
optimisation of the product portfolio and being supported by stringent cost
control measures, the Group maintained the overall gross profit margin at
26% (2010: 26.2%).

Operating Expenses

During the first half of 2011, as the scale of operation of the Group
expanded, the selling and distribution costs of the Group amounted to
RMB3,311.3 million (2010: RMB2,601.7 million) indicating enhanced
operational efficiency with the expansion in the scale of the Group’s
operation. Their percentage to the Group’s revenue declined to 17.8%
(2010: 18%). Advertising and promotion expenses for the first half of the
year accounted for 8.1% (2010: 8.1%) of the Group’s revenue, which was
comparable with the level of the first half of 2010.

Through internal structural reform and stringent control of related expenses,
administrative and other operating expenses amounted to RMB619.2
million (2010: RMB515.8 million), reducing their proportion to 3.3% of the
Group's revenue (2010: 3.6%).
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Profit from Operating Activities

The Group's EBITDA for the period was RMB1,421.7 million (2010:
RMB1,077.5 million). Following the effective cost control, the EBITDA
margin was 7.7% (2010: 7.5%), slightly increased as compared with the
same period last year.

Capital Structure, Liquidity and Financial Resources

For the six months ended 30 June 2011, the Group’s net cash inflow from
operating activities amounted to RMB1,381.5 million (2010: RMB1,168.7
million). Net cash balances (cash and bank balances net of total bank
loans) reached RMB6,110 million as at 30 June 2011 (31 December 2010:
RMBS5,997 million), indicating the strong financial position and considerably
healthy cash flow of the Group.

As at 30 June 2011, the outstanding bank loans of the Group amounted
to RMB460.2 million (31 December 2010: RMB700.8 million), of which
RMB410.2 million (31 December 2010: RMB550.8 million) was repayable
within one year and RMB50 million (31 December 2010: RMB150 million)
was repayable beyond one year. Furthermore, bank loans of RMB215.2
million (31 December 2010: RMB270.8 million) were fixed interest-bearing
loans.

The total equity of the Group was RMB10,898.9 million as at 30 June 2011
(31 December 2010: RMB10,217.5 million), and the debt-to-equity ratio (total
bank loans over total equity) of the Group was 4.2% (31 December 2010:
6.9%).

During the period, the Group’s finance costs amounted to RMB29.05
million (2010: RMB21.94 million), equivalent to approximately 0.2% of the
Group's revenue (2010: 0.2%).

China Mengniu Dairy Company Limited
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Market Review

During the first half of 2011, the dairy industry in China sustained healthy
development as a result of the further enhancement in safety control
measures and requirements. Consumption in dairy products continued
to increase. At the same time, the re-examination for production permits
of the dairy enterprises eliminated a number of those that could not fulfill
the requirements. This created a safer and more positive environment in
the industry, which would facilitate the imposition of stricter regulation on
the dairy enterprises in China in the future for the orderly and sustainable
development of China dairy industry.

By capitalising on the favourable factors prevailing in the industry, Mengniu
consolidated its share in the market taking advantage of the market
development. In the meantime, the Group also strengthened its competitive
edge and further consolidated its leading position in the dairy products
industry in China. According to the statistics of China Industrial Information
Issuing Centre under China’s National Bureau of Statistics, Mengniu'’s dairy
products ranked the first, in terms of both sales volume and sales value,
among similar products in China for five consecutive years from 2006 to
2010.

Business Review

The year of 2011 is the first year in Mengniu’s second five-year development
plan (the “Five-Year Development Plan”). The Group has formulated
development targets for the long term and in different phases, and has
been implementing flexible and effective measures to revamp various aspects
of its operations. The functions of different departments under the Group
have been engaged in a coordinated manner, which led to the satisfactory
result of the Group for the first half of the year.
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During the period, the Group continued to optimise its product portfolio.
With the innovative products being continually launched, the proportion
attributable to high value-added products continued to increase, and laid a
solid foundation for the improved results. The distinguished performance of
the Group demonstrated that it has established a correct product strategy.
Mengniu has exerted its best efforts in enhancement of milk sources and
quality control, which has provided adequate assurance of product safety
and improvement in quality. The Group made further progress in the reform
of its organisational structure and employment qualification system, which
also effectively enhanced the competency of management and became
a new driving force for the long term development of the Group. As to
branding, “High Quality for a Green Life” (#ffn& » 4%4E7E) remains the
long-term vision adopted by Mengniu. A series of ecological activities were
kicked off under the themes of a green life, which were aimed at arousing
the participation of different sectors in the society for the pursuit of a green
life and expanding Mengniu’s influence as a leading enterprise within the
public perception of a green life, quality and health. The Group has thus
further reinforced its well-respected reputation on sustainable development.

Since the acquisition of Shijiazhuang Junlebao Dairy Co., Ltd. (AZREE %4
EILEABR Q) (“Junlebao”) by the Group in 2010, both parties have
been engaged in full collaboration related to milk sources, marketing, sales
channels and production facilities. Resources from both sides have been
maximised and generated sound synergies to the mutual benefit of both
parties.

Branding and Marketing

During the period under review, the Group initiated the yearly theme of
“One Step Closer to Green Life” (E¥T4%4E)E) and continued to advocate
the vision of green ecology. Mengniu proactively organised and participated
in branding and marketing events adhering to this theme of a green and
healthy life. The theme of “High Quality for a Green Life” (4ffR& - &4
J&) as a component of the brand of Mengniu was promoted in depth and
efforts were devoted to promote the public awarenesses about sustainable
development in the society.

China Mengniu Dairy Company Limited
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The International Horticultural Exposition (the “Expo”) is to be held in
Xi‘an, China in 2011. Mengniu was selected as one of the global partners
for the event due to its pioneering awareness and actions in corporate
development, enhancement of production and ecology practices. The Expo
is one of the most influential green events in the world, and is an important
platform for the demonstration of green and low carbon technology
development on a worldwide basis. The Group has participated in building
its own ecology park in the Expo, and exhibiting the green ecology
production chain of Mengniu through miniature landscaping. Interactive
games for the visitors have also been planned, which displayed the green
and low carbon vision of the Group and enhanced its leading corporate
image in the area of green life, quality and safety. During the “Earth Hour”
activity initiated by the World Wide Fund (“WWF"), Mengniu, as one of the
enterprises representing China, attended the lights off ceremony together
with WWF representatives and many celebrities. As the sponsor for the
“Earth Hour” and the leading enterprise of the dairy industry, Mengniu
delivered its support to the event in substance through moving forward the
milk product package recycling programme continually. Mengniu launched
the “Package Recycling” (B22£[EUf) as a green community activity across
many cities in China, which collected approximately 600,000 pieces of
Tetra Pak packaging in total. There was also a large scale environmental
protection event known as “Ecological Movement Support China” (ERE7T
&) - Bh A EH), which invited a number of celebrities to lead consumers in
practicing a low carbon life generating a wave of green living practices for
the environment. Mengniu deployed highly interactive new Internet-based
media to promote its vision of green life, and created a green interactive
platform. The activities, “Group Purchasing for a Green Life Camp at NIL”
(ZRBELFAZOTTEE LS, as well as “My Vows for a Lovely Green
Life” (4xEHFE5) and “Plant Your Green Caring Seeds” (f& NAZE /[ FH)
launched under the “Mengniu Green Life Arena” programme (5445405
£E), have drawn attention on the Internet and allowed more consumers to
understand and follow a green life and green consumption pattern.
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The efforts devoted by Mengniu to the promotion of a green and low
carbon life as well as the fulfillment of its corporate social responsibility
were also extensively recognised by the society. In the annual award activity
“Leaders in China 2010” (20105 &&AE) jointly organised by Reference
News and International Herald Leader under Xinhua Agency, Mengniu
was awarded the “Social Responsible Enterprise” (tt& &L 2) for
the year. During the Second Ecological China Forum (88 — J@ 4 fEP Bl
18), Mengniu was awarded the “Eco-China Contribution Award” (45&
AR B EfEE) again, as one of the leading enterprises in the dairy industry
contributing to environment protection in China. Mengniu was also
awarded the “Most Influential Leader in a Low Carbon Economy” (FxE &
2 ) {EH<BHH) at the event named “Leader for Low Carbon Economy
— Leading Brands in China for the Development of Low Carbon Economy”
(AR <8 4 — R AR B R AU SR St qnhé) jointly organised by the China
National Radio and Nanfang Media Group, for its maintenance of low
carbon emissions throughout the production process.

As people become more aware of a healthy and safe life, more consumers
gradually recognise the quality of Mengniu'’s products as its green brand.

Products
By continually launching new products, the Group offered more specific and
high end dairy products to satisfy the segmented market demand. Mengniu
enriched its product portfolio by featuring healthy, innovative and diversified
products to boost its competitive edge and consolidate its leading position in
the market.

Liquid milk

Revenue from the liquid milk segment amounted to RMB16,294.9 million,
an increase of 30.8% as compared with RMB12,462.2 million in the same
period of 2010, accounting for 87.7% (2010: 86.4%) of the revenue of the
Group as its major income source.

China Mengniu Dairy Company Limited
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UHT milk

Revenue from UHT milk products grew by 28.8% to RMB9,795.3 million
(2010: RMB7,604.6 million), accounting for 60.1% (2010: 61%) of liquid
milk segment revenue.

The Milk Deluxe (JFm #%) series continued to enhance its purity and high
end quality by using special premium milk sources. The image was further
reinforced by the sales and marketing activities that were closely aligned
to music and culture, so as to enrich the substance of its branding culture.
The market share of this series maintained its absolute advantage over
its peers. The XinYangDao (372 &) series targeting middle to high end
market segments achieved a breakthrough in the market through product
differentiation. XinYangDao Zhenyang Milk FrZ:EZ244/), the main
product of this year which creatively combined the essence of donkey-skin,
red jujube and medlar, blended the rich flavoured oriental recipe perfectly
into the products, whilst giving more care to consumers’ health. Future Star
Milk (K 3¢ £ 52 2 A =<4 473) implemented a strategic adjustment to the
taste, packaging and name according to market preference, which ensured
that the products would better match the positioning as children’s milk.
Moreover, through the expansion and rationalisation of its sales channels,
the penetration of this series in the market was improved. The Group
recently launched Double Cereals Purified Milk (| #8+1Z /B2 IF44]3) that
emphasized the nutritious value from cereal grains and offered another high
end choice to health-conscious customers.

Milk beverages

Revenue from the milk beverages segment was RMB4,247.1 million (2010:
RMB3,562.4 million), increasing by 19.2% from the same period of last
year, accounting for 26.1% (2010: 28.6%) of the liquid milk segment
revenue.
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The Suan Suan Ru (B#%%]) series, which was well received by the trendy
young people, gained greater customer acceptance through the introduction
of more innovative tastes. The Fruit and Vegetable Suan Suan Ru (£
BEEZ]) under this series was upgraded by adding fruit and vegetables
to improve its appeal. More new flavours such as purple yam, carrot,
cucumber and tomato brought the consumers with additional fresh feeling.
The advanced technologies adopted in the production process of Fruit Milk
Drink (E:2#7) received Outstanding Awards under the umbrella of Patent
Awards of China. The perfect match of real fruit and pure milk allowed the
product to gain a leading share in the market. Youyi C (8z5C), a probiotic
lactobacillus casein yogurt beverage contains casein that aids digestion and
prevents the aging of intestine, was well received in the market by those
working class people who are energetic and health conscious. The Yiyou Te
(z218%5) series deploying plastic packaging was introduced into the market
during the period. Adding galacto-oligosaccharide, whey protein powder
and milk minerals, it not only advanced the health of consumers with
plenty of nutrients but also led a new market trend towards high end milk
beverages.

Yogurt

Revenue from the yogurt segment recorded significant growth, with an
increase of 73.9% to RMB2,252.5 million (2010: RMB1,295.2 million),
accounting for 13.8% (2010: 10.4%) of the liquid milk segment revenue.

The Group continued to reinforce its strong brands in the high end yogurt
market. Inner Mongolia Old Yogurt (A5 ZZ#47) is a product free
from any additives, which is a kind of thick yogurt with a natural taste.
Greater efforts were devoted to marketing this product nationwide, and
the sales performance was better than expected. Champion (523 #.), the
dual function yogurt, was the first yogurt brand of Mengniu to obtain the
national certification as a health-care product. Made of quality pure fresh
milk and rich in BB-12 Bifidobacterium, Champion offered extra care to the
intestine and sold well. Its leading position in the high end yogurt market
was consolidated. After the acquisition of Junlebao, the Group’s yogurt
product portfolio is enriched, thereby providing more comprehensive choices
to the market.

China Mengniu Dairy Company Limited
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Ice cream

Revenue of the ice cream segment amounted to RMB2,083 million (2010:
RMB1,821.1 million), up 14.4% from the same period last year, accounting
for 11.2% (2010: 12.6%) of the revenue of the Group.

A comprehensive upgrade was conducted for ice cream products during
the period, which further enhanced its position to a higher tier. The product
portfolio after the revamp brought sound contributions to the earnings and
laid a good foundation for its long term development. The Deluxe (745
FE) series, a key product of the segment, applies premium milk sources
and natural fragrance, making it a pure and delicious cooling choice for the
consumers. The series became an emerging force in the middle to high-
end ice cream market in China. On the basis of its excellent reputation
accumulated over the years, the Mood for Green (4%£5/40/&) series
remained attractive in the market. By leveraging the tradition of its brand,
Sui Bian (%%) products launched new flavours for the Wen Ding (&7JE)
series. The sales of the products remained at a high level with the support
from the brand concept of “Everything Changes with Me"” (—#JB& 3k i %&).
Ice cream products also explored the potential of the Future Star brand in
the children market and launched Future Star Mini Milk Ice Cream (K2
/N O B2 ) that fully demonstrated the synergy brought about by the
integration of brand resources.

Other dairy products

Revenue from other dairy products amounted to RMB200.7 million (2010:
RMB150.9 million), accounting for 1.1% (2010: 1%) of the revenue of the
Group.

During the period, the Group conducted a significant reform of its milk
powder products, which were repackaged with a novel Chinese brand
name MENGNIU ARLA (B/11524F). The products are positioned at the
high end of the baby and infant milk powder market, which emphasize
the premium milk sources of the products that are tailor-made for Chinese
babies, with the concept of “Scandinavian Mind with a Chinese Heart”
AEBEZFREL). As for sales and marketing, MENGNIU ARLA (B(tt55
4F) also changed from distribution nationwide to entering selected major
cities with great potential. From the penetration of professional channels
and professional training for sales staff, the healthy and nutritious image
of the product was enhanced. Preliminary results from the product reform
were positive with increased sales of milk powder products which laid solid
foundation for the planning of effective branding in the future.
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Quality Control

The Group continued to exercise strict control over different aspects of the
production processes, thereby enhancing the standard of quality assurance.
During the period, on the existing basis of quality control systems, Mengniu
upgraded from the previous GMP system to the FSSC22000 that better
adheres to international industry standards. The General Administration
of Quality Supervision, Inspection and Quarantine stipulated that all dairy
products enterprises were required to reapply for the production permits.
The operations departments and branches or processing plants of Mengniu
involved in such processes have successfully passed the re-examination and
obtained the new production permit for dairy products.

Enhancement of Milk Sources

The Group has insisted on the enhancement of its milk sources as its focus
of work, which included providing entrusted loans, prepaying for raw
milk, investing in large scale ranches and constructing modernised ranches
facilities. The proportion of milk sources provided by ranches and scaled
farms was increased to nearly 80%, which was well above the industry
level and became a significant basis for ongoing assurance of the quality
and safety of the Group’s products. In monitoring milk sources, Mengniu
also introduced a somatic cell inspection project on a trial basis. More
international standards were imposed to inspect the health index of the
milk cows. By actively enhancing the safety of fodder and veterinary drugs,
the quality of milk was better assured. Mengniu has continued establishing
dairy farm technology service systems that are leading the industry. Through
the employment of technical staff and the engagement of experts, specific
technology services have been provided for the suppliers, which facilitated
disease prevention and treatment of dairy cattle while advancing the quality
of milk sources.

China Mengniu Dairy Company Limited
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R&D Achievements

During the period, the Group has continued to devote its best endeavours
to the R&D of relevant technologies. The post-doctoral scientific research
centre, having approved by the Ministry of Human Resources and Social
Security, has been put into operation and has been conducting in-depth
R&D on certain aspects of dairy products in a well-planned manner.
Benefited from the resource integration after the organisational structure
reform, the Group has also stepped up the application of patents for its R&D
achievements. During the first half of the year, 72 patents were applied for
and 56 patents were obtained.

Production and Operations

During the period, the Group continued to strive to expand production
capacity. The aggregate annual production capacity increased to 6.76
million tons in June 2011 (December 2010: 6.5 million tons).

Mengniu has put emphasis on technology upgrade and equipment
introduction, as well as strengthening the application of auto-machinery.
Through the application of automated machines, both the utilisation rate
per capita was improved and production costs were saved. In order to
enhance the capabilities in production technologies, the Group has also
collaborated with the manufacturers on R&D equipment according to the
production process. Production equipment customised for Mengniu was
designed and manufactured, which supported a more efficient production
operation.

The strategy of “selling to where it is produced and producing at where it is
sold” (EEHb3H « $5HbE) remained the guiding strategy for the deployment
of production bases, for the purpose of matching production capabilities
with sales volume and reducing transportation costs. At the same time, the
Group also executed its supply chain optimisation project and operation cost
reduction project in full force, so as to further optimise its costs.

Joint Ventures and Alliances

The collaboration between the Group and COFCO Corporation (“COFCQO"),
the leading cereals, oils and foodstuff enterprise in China, was further
extended. COFCO has provided Mengniu with a solid platform in the
sharing of resources for the development of Mengniu, thereby maintaining
its competitive edge without sacrificing its own unique identity. Mengniu
has forged an alliance with China Modern Dairy Holdings Ltd. for priority
supply, which also offered a safe and steady assurance of its milk sources.
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Human Resources

As at 30 June 2011, the Group had approximately 25,000 employees in
Mainland China and Hong Kong. Total staff costs for the period, excluding
the directors’ remuneration, were approximately RMB839 million (2010:
RMB767.4 million).

The Group continued to proceed with employment qualification
administration system in an orderly manner. The performance appraisal
guidelines for different categories of staff within Mengniu were revised
during the period. Specific guidance was provided to the staff for their
better understanding about the standards of the operations and were
related to their respective career development plans. These efforts resulted
in enhancement of effective professional standard of the work of the staff.
Training was also provided for the staff on certain aspects of work, so that
the quality of the Group's staff was improved accordingly.

Prospects

With the ongoing expansion for the dairy products market in China and the
stricter control exercised by the Government over the safety of the industry,
these created a healthy environment to nurture the future development of
the dairy industry in China and development opportunities for leaders in the
industry such as Mengniu.

By capitalising on its prevailing competitive advantages, the Group
proceeded with its Five-Year Development Plan in an orderly manner.
Mengniu intends to devote efforts in launching new products and
optimising its product portfolio for fuelling its corporate development. At
the same time, Mengniu will continue to enhance the milk sources so as to
ensure the product quality. The image of green and good health will thus
be created and will pave the way for the sustainable development of the
Group.

China Mengniu Dairy Company Limited
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Enhancing and consolidating its edge in milk sources to
securing good quality in upstream

Mengniu has always regarded its milk sources as its core competence.
Through the introduction of scientific technology and management
methods, the Group is pursuing the strategy of standardising ranches.
Through supporting rapid development of the ranching area as well as small
to middle size modern ranches, Mengniu seeks to increase the proportion of
milk from ranches in the raw milk. In the meantime, Mengniu will enhance
the cooperation with dairy farmers, including the provision of technology
services, to ensure the product quality continues to lead the industry. The
Group will lead the dairy industry in China towards scientific development
and take up the important responsibility of ensuring the safety of dairy
products for the people in China.

Expanding coverage in segmented markets by increasing
the proportion of high-end products and enriching the
product lines

Mengniu will continue to devote efforts in the adjustment of the product
portfolio through optimisation of its product mix. With a close monitoring of
the demands of the segmented markets, Mengniu will continue to research
and develop products with high added value. Through a better product
range and an enhanced product image, Mengniu will bolster the attraction
of its products in the market, and enhance overall profitability through high
end products. In the future, in order to lead the dairy industry in China to
be more diversified, the Group will emphasize the development of products
with proprietary intellectual property rights and introduce products with
greater differentiation into the market.

Foster internal reform and enhance professional standard
of management

The preliminary stages of reform measures in the Group, such as the
restructuring of the organisation and implementing the employment
qualification administration system, have been completed. These measures
will be reinforced gradually in the future, which will facilitate the better
coordination among the departments. The career for the staff will
evolve towards a higher degree of professionalism. Through a series of
enhancement measures for internal administration, the Group continues
to improve its standard of management. This ensures the operational
efficiency of each production segment, and the consolidation of the brand
of MENGNIU at a leading position in the market.
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Establishing an image for sustainable development
through advocating green initiatives

Mengniu will continue to rally strength on the theme of “High Quality for
a Green Life” ({758 - 4x45E) and persist in forging a green ecological
industrial chain as its development strategy. It will comply with the low
carbon rules in various production segments, and provide consumers with
quality dairy products that are healthy and natural. Furthermore, it will
proactively engage in branding activities for the promotion of the ecology
protective concept. While creating the green image of the brand, Mengniu
will also contribute to advance the green economy through the participation
by the public.

Under the leadership of a young and energetic management team, the
Group has prescribed a good start for the Five-Year Development Plan
with satisfactory results for the first half of 2011, and has successfully built
up confidence in accomplishing the development goals for the future. On
this basis, the Group will continue to exert its best efforts for improving its
products, administration and branding, and consolidate its leading position
in the dairy market in China.

China Mengniu Dairy Company Limited
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REPORT OF THE DIRECTORS
o

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 2011 (“interim
financial statements”).

Interim Dividend

The Directors do not recommend the payment of an interim dividend for
the six months ended 30 June 2011 (six months ended 30 June 2010: nil)
and propose that the profit for the period be retained.

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

As at 30 June 2011, the interests and short positions of the Directors and
the chief executive of the Company and their respective associates in the
shares, underlying shares and debentures of the Company and associated
corporation (within the meaning of Part XV of the Securities and Futures
Ordinance (“SFO")) as recorded in the register required to be kept under
Section 352 of the SFO or as otherwise notified to the Company and The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”) pursuant
to the Model Code for Securities Transactions by Directors of Listed Issuers
(the “Model Code”) as set out in Appendix 10 to the Listing Rules were as
follows:
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Long positions in the shares of the Company/Associated Corporation: RARQR] FREEER D 2178

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

Capital (Note 3)

Company/Name of P NG g L
Associated Total Number of = 1T
Name of Director Corporation Nature of Interest Ordinary Shares RAHE 2L
EEn NF LB SR RS TERAEE (FF&E3)
Niu Gensheng The Company Corporate Interest (Note 1) 78,466,049 (L) 4.49%
FIRE PAN/NS| B ()
The Company Interest under Concert Party 144,056,371 (L) 8.24%
YiN/N=]! Agreement (Note 2)
— B TR ek o R (FEE2)
Yang Wenjun The Company Personal Interest 1,506,196 (L) 0.09%
B & i N/NS)| BV
The Company Interest under Concert Party 144,056,371 (L) 8.24%
ViN/NE] Agreement (Note 2)
—BATE) T ek o g (FTEE2)
Inner Mongolia Mengniu Dairy Personal Interest 4,510,460 (L) 0.30%
(Group) Company Limited AR
(“Inner Mongolia Mengniu”)
AEEEGEIESESE)
BRABTARFED
Bai Ying The Company Personal Interest 148,837 (L) 0.01%
SEz /NS B A2
The Company Interest under Concert Party 144,056,371 (L) 8.24%
Vi N/NC] Agreement (Note 2)
— B TR ek o R (FTEE2)
Inner Mongolia Mengniu Personal Interest 448,201 (L) 0.03%

ARK

B AR

China Mengniu Dairy Company Limited
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Notes:

1. 78,466,049 shares are held by Yinniu Milk Industry Limited (“Yinniu”), a
shareholder of the Company, which is controlled as to 95.53% by Xin Niu
International Limited (“Xin Niu”). Mr. Niu Gensheng, by virtue of a proxy, has
been delegated voting rights of the shares in Yinniu held by Xin Niu.

2. On 24 July 2008, Xin Niu, Yinniu, Jinniu Milk Industry Limited (“Jinniu”),
Niu Gensheng and a group of 21 individuals comprising Directors and
management staff of the Group (the “Management Shareholders”) (collectively,
the “Concert Parties”) entered into a concert party agreement (the “Concert
Party Agreement”) regarding their interests in the Company. The Concert Party
Agreement constitutes an agreement under Section 317 of the SFO. Details of
the shareholding of the Concert Parties (who are not Directors of the Company)
are set out in the section headed “Substantial Shareholders’ Interests” below.

3. The total issued shares of the Company as at 30 June 2011 was 1,747,280,949.

() Indicates a long position.

The Directors of the Company have been granted options under the
Company’s share option scheme, details of which are set out in the section
“Share Option Scheme” below.

Saved as disclosed above, as at 30 June 2011, none of the Directors and
the chief executive of the Company and their respective associates had any
interests and short positions in the shares, underlying shares and debentures
of the Company or any of its associated corporations (within the meaning
of Part XV of the SFO) as recorded in the register of the Company required
to be kept under Section 352 of the SFO or as otherwise notified to the
Company and the Stock Exchange pursuant to the Model Code.

Substantial Shareholders’ Interests

As at 30 June 2011, the interests or short positions of substantial
shareholders, other than the Directors or the chief executive of the Company
whose interests and short positions in the shares of the Company and of its
associated corporations (within the meaning of Part XV of the SFO) are set
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out above, in the shares and underlying shares of the Company as recorded £ & Z1THA BFrIN R A B1RD K HERE AL D
in the register required to be maintained under Section 336 of the SFOwere ~ HJ#EZmSOAR AT -

as follows:

Percentage
of the
Company’s
Issued Share
Capital
(Note 3)
HARAT
Number of 2817
Name of Ordinary Shares AT DL
Substantial Shareholder TERRES BB EEREA (FftzE3)
COFCO Corporation (formerly known FRigEE AR AR (R 348,000,000 (L) 19.92%
as COFCO Limited) RhEmEEFRAR])
COFCO Dairy Holdings Limited COFCO Dairy Holdings Limited 347,600,000 (L) 19.89%
COFCO Dairy Investments Limited COFCO Dairy Investments Limited 347,600,000 (L) 19.89%
Xin Niu =4 78,466,049 (L) (Note Fffzx1) 4.49%
144,056,371 (L) (Note FffzE2) 8.24%
Yinniu R 78,466,049 (L) (Note B+ 1) 4.49%
144,056,371 (L) (Note [ff:¥2) 8.24%
Jinniu s 26,489,292 (L) 1.52%
144,056,371 (L) (Note FffzE2) 8.24%
Sun Yubin HEA 144,056,371 (L) (Note fff:¥2) 8.24%
Deng Jiugiang ik 144,056,371 () (Note [{izE2) 8.24%
LuJun Ef& 144,056,371 (L) (Note Fff32) 8.24%
Sun Xianhong TRALT 144,056,371 (1) (Note Ffi332) 8.24%
Wang Fuzhu TEtE 144,056,371 (L) (Note [ffz+2) 8.24%
Bai Jun BHE 144,056,371 (L) (Note [ff:¥2) 8.24%
Hou Jiangbin ETH 144,056,371 (L) (Note [ff££2) 824%
Qiu Lianjun AT 144,056,371 (L) (Note [{13E2) 8.24%
Pang Kaitai FEFZR 144,056,371 (L) (Note Ffi¥2) 8.24%
Chu Xiuli IFE 144,056,371 (L) (Note [ff:¥2) 8.24%
Li Shurong ESES 144,056,371 (L) (Note [ff:F2) 8.24%
Liu Xiaoling =3 144,056,371 (L) (Note fffzF2) 8.24%
Wang Guisheng TE4 144,056,371 (L) (Note Fff3E2) 8.24%
Wang Ai Suo FiRH 144,056,371 (L) (Note fff:¥2) 8.24%
Wang Jishan T 144,056,371 (L) (Note [f3¥2) 8.24%
Wang Jianbang FEH 144,056,371 (L) (Note [ffzF2) 8.24%
Jiang Hong JI4T 144,056,371 (L) (Note [ffz+2) 8.24%
Zheng Wenping B F 144,056,371 (L) (Note Hi3+2) 8.24%
Ren Meicheng EZEK 144,056,371 (L) (Note [f3¥2) 8.24%
UBS AG UBS AG 172,047,385 (L) 9.85%
305,368 (S) 0.02%

China Mengniu Dairy Company Limited Interim Report 2011
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Notes:

M

78,466,049 shares are held by Yinniu, a shareholder of the Company, which
is controlled as to 95.53% by Xin Niu. Mr. Niu Gensheng, by virtue of a proxy,
has been delegated voting rights of the shares in Yinniu held by Xin Niu.

On 24 July 2008, Xin Niu, Yinniu, Jinniu, Niu Gensheng and the Management
Shareholders entered into the Concert Party Agreement regarding their interests
in the Company. The Concert Party Agreement constitutes an agreement
under Section 317 of the SFO and the aggregate number of shares under the
Concert Party Agreement is 144,056,371, representing approximately 8.24%
of the issued shares of the Company as at 30 June 2011. These shares are
beneficially owned by Yinniu, Jinniu, Niu Gensheng, Yang Wenjun, Bai Ying (the
shareholdings of these parties are set out in the table above or in the section
headed “Directors’ and chief executive's interests and short positions in shares,
underlying shares and debentures”) and Sun Yubin (as to 2,498,444 shares),
Deng Jiugiang (as to 2,753,636 shares), Lu Jun (as to 1,134,104 shares), Wang
Fuzhu (as to 704,721 shares), Bai Jun (as to 570,542 shares), Hou Jiangbin (as
to 7,085,491 shares), Qiu Lianjun (as to 9,001,526 shares), Li Shurong (as to
2,029,598 shares), Liu Xiaoling (as to 2,029,598 shares), Wang Guisheng (as
to 1,587,596 shares), Wang Ai Suo (as to 2,282,170 shares), Jiang Hong (as to
507,399 shares), Zheng Wenping (as to 3,748,654 shares) and Ren Meicheng (as
t0 1,512,518 shares).

The total issued shares of the Company as at 30 June 2011 was
1,747,280,949.

Based on the notification form filed by JPMorgan Chase & Co. (“JPMorgan”)
on 28 April 2011, JPMorgan had interests in 86,944,651 shares (L), 608,400
shares (S) and 82,305,444 shares (P) of the Company representing 5%, 0.04%
and 4.74% share interest in the Company respectively which was calculated
based on the then issued share capital of the Company. As at 30 June 2011,
such number of shares held by JPMorgan represented 4.98%, 0.03% and
4.71% share interest in the Company respectively due to the increase in the
issued share capital of the Company as a result of the exercise of the share
options.

Indicates a long position.
Indicates a short position.

Indicates a lending position.

Saved as disclosed above and as set out in the section “Share Option

Scheme” below, as at 30 June 2011, 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.

e

2)

3)

B EX R T X[ R ERT &) | — s AT R & S -

78,466,049 IR M A AR BIR IR FHH - RFEZ
95.53% s RIS LIRS - FIREXEBEB—RBET
REEZZEFIRFEZRFRD TR -

WZZZENFLA-+MA - Z4 - BF - &4 -
FIRENEEBREMEENARR 2RI —
BMITE A RIEBHFRBEEHEI7E
BITB A EEA RS ME— BT HHBETR
MEE &£ 5E144,056,371/% - (EARBIR T ——
FRAZTHBETRMNAS.24% - ZERM AR
a4 FRE - BXE - ABR(ZHFEREHEN
FRFNEERFTEBTHRABREG - HERHD RE
B EERORE | —8) RIFE T (H #82,498,444 0%
B5) ~ B8 (FE 82,753,636 1% ) « EE (B
1,134,104 813 ) ~ TRIFE(HBEE704,721 & 1MHD) -
BHE (B #570,542828 %) « &I (B #§7,085,491
BB ) ~ EREE (B R9,001,526 BAk(D) « M4
(B 72,029,598 g 1) - ZIEE3% (4 92,029,598
RERs(n) « TEA (B 1,587,596 8% (%) « THH
(B 732,282,170 %15 ) ~ T4 (H B507,399 i% %
) ~ BB (B RE3,748,6540 0% 10 ) RAFERK (B
1,512,518/ %0 ) BEmi#EA °

RZFE-——FRXNA=ZTH  ARABETEOBHAS
1,747,280,949H%

B #E HIPMorgan Chase & Co.([JP Morgan )R =%
——FMAZ+ N\BAFENBAERSE - JP Morgan
% B N X 7] 86,944,651 & (L), 608,400 A% (S) K
82,305,444 & (P)RM Z - P RIEIEARAARN
HEZERI5%, 0.04% K 4.74% ° s 2 B iEss A
RARRAERBRITZRAFE - RZT——F R A
=+8  AREBTZROEBEITEREREmLN - K
JP MorganfT# 8 2 2SR M BEH BISIEARA AR
PHEZEAL.98%, 0.03% N 4.71% °
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Share Option Scheme Jif st R i 1

The Company operates a share option scheme (the “Scheme”) for the — AN B —IBREAREEI([F1E]]) - A A%
purpose of providing incentives and rewards to eligible participants who — BIEBKINE TRz & B R 2 HEE(EHE B REEE o
contribute to the success of the Group’s operations. The following share  HAiA - &8I AT T 2 BEAREL T ¢

options were outstanding under the Scheme during the period:

Number of share options
fRREHE
Exercise Exercise
As at period of price of
1 January Exercised Lapsed Date of share options share
Name or Category of 2011 during during grant of (both dates inclusive) options
Participant W=Z——%  theperiod the period share options ERETEDY e
SEELRAER —A-H AT HRAN REERERS (BEERWX) 68
HK$
BT
Executive directors
HITES
Yang Wenjun( 9,000,000 - - 9,000,000  18.8.2008 18.8.2010t0 17.8.20140 22.03
B & “TI\F “Z-ZF5)\A+/\BZE
AVRWANE! ZE-mENATERS
6,600,000 - - 6,600,000  23.11.2009 23.11.20111022.11.2015¢ 24.40
—TTHF “T—%t+-A-t=R%
+—AZ+= ZE-RFt-AZt+ZR¢
Bai Ying® 34,250 (34,250) - - 26.10.2006 26.10.2007 t0 25.10.2012@ 13.40
AEO “TTRF ZETHFTAZTRAE
TAZTRE “E——FtAZThA®
3,680,000 - - 3,680,000  18.8.2008 18.8.20101t0 17.8.20140) 22.03
—TRN\E “Z2-ZF/\AT/\BZE
AV RWAN= ZE-MENATHRY
3,210,000 - - 3,210,000  23.11.2009 23.11.20111022.11.20154 2440
—TTNEF “T——5t-AZt=R%
T-AZt=A ZE-AF+-AZtZH®
Wu Jingshui 15,750 (15,750) - - 26.10.2006 26.10.2007 t0 25.10.20122 13.40
REK —ETRE “ERFTACTRAE
+A=1AB “E-_#tA-thRA?
1,650,000 - - 1,650,000  18.8.2008 18.8.2010t0 17.8.20140 22.03
“TTNF S AV R AN
AVRWANE! ZE-mENATERS
1,500,000 - - 1,500,000  23.11.2009 23.11.20111022.11.2015¢ 24.40
—TTHF “T—%t+-A-t=R%

+—AZ+= ZE-RFt-AZt+ZR¢

China Mengniu Dairy Company Limited Interim Report 2011
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Number of share options
BIRMER R
Exercise Exercise
As at As at period of price of
1 January Exercised Lapsed 30June  Date of share options share
Name or Category of 2011 during during 2011 grantof (both dates inclusive) options
Participant RZZ——%  theperiod theperiod R=Z——%  share options BB REE(TEEAR ERE
SEEZBRRER —-A—-8 TR BRi¥ ARA=tE REBRERY (EREEMX) TEE
HK$
BT
Ding Sheng 24,000 (24,000) - - 26.10.2006 26.10.2007 t0 25.10.2012@ 1340
TE ZEESF “EEHETAZTREE
+A=+xA “E-—#tA-thRA
1,850,000 (700,000) - 1,150,000  18.8.2008 18.8.20101t0 17.8.20140 22.03
—TTN\F S AV R AN
AV R V= ZT-MmENATHRY
1,800,000 - - 1,800,000  23.11.2009 23.11.20111022.11.20154 2440
“TTNEF —E—Ft-AZt=HZF
+—A=+=B ZZ-RF+-A-t+=H®
Employees in 1683642  (1,024,411) (18,020) 641,211 26.10.2006 26.10.2007 t0 25.10.2012@ 13.40
Aggregate” —TTRF “TTHFTAZTRRERE
B TAZtXA “E-_HtA-thA®
56,945280  (7,493966)  (7,674,308) 41,777,006  18.8.2008 18.8.20101t0 17.8.20140 22.03
—TEN\F “2-ZF)\ATN\RZE
AV:RWAN=! ZE-ME\AT+HRY
73,428,000 - (9339890 64,088,110  23.11.2009 23.11.20111022.11.20154 24.40
“EEAE CFFt-ATtEE
+-B=+=8 —ZT-H&Et+-A-f-R¢
4,470,000 - - 4470000  6.12.2010 6.12.2012105.12.2016 22.80
—T-TF Tt AREE
TZARHA B RNFETZARRAY

165,890,922  (9,292,377)9 (17,032,218) 139,566,327

Notes: B 5

(1) Xin Niu, Yinniu, Jinniu and the Management Shareholders entered into the (1) {54 R4 @4 REBERER-_ZZN\F LA
Concert Party Agreement on 24 July 2008 and accordingly, Xin Niu, Yinniu, ZTWEFTI BB BE - Bt R ——F
Jinniu and the Management Shareholders (who include Yang Wenjun and Bai NA=TH B4 B4 eFREEERR(BE
Ying) were all deemed to be interested in an aggregate of 31,530,250 share BB R A RIEFES MAE GG AR ARR
options in the Company under the SFO as at 30 June 2011. 4 3£31,530,25010 BB AR AR A A o

(2)  The share options will be vested in four equal batches with 25% of the share  (2) BEREK D BIUEMERE - 25%FERED BN AR

options granted vesting on the first, second, third and fourth anniversaries of HEBEE— = ZREBFEE o bbb - W&
the date of grant. In addition, the share options will only be vested if and when EIAREE  ARAFBIFIRARAZEERER
the pre-set performance targets of the Group, the division of the grantee and 12 BEHBREAERE - MAREER LN EIE
the grantee are achieved. Unless all of these targets are met, the share options 12 BB R AR S R -

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

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

(5)  The weighted average closing price of the shares of the Company before the
dates on which the options were exercised was HK$24.88.

During the six months ended 30 June 2011, no share options were granted
under the Scheme.

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

Save as disclosed above, none of the Directors or the chief executive (including
their spouses and children under the age of 18) during the six months ended
30 June 2011, 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.

Foreign Currency Risk

The Group's businesses are principally located in the Mainland China and
substantially all transactions are conducted in RMB, except for the purchases
of certain machinery and equipment. As at 30 June 2011, substantially
all of the Group’s assets and liabilities were denominated in RMB except
that cash and cash equivalents of approximately RMB64,870,000 (31
December 2010: RMB67,366,000) and RMB140,129,000 (31 December
2010: RMB1,631,092,000) which were denominated in United States
dollars and Hong Kong dollars respectively, and interest-bearing bank loans
and long term payables aggregating to approximately RMB 134,748,000
(31 December 2010: RMB85,199,000) were denominated in United
States dollars and Japanese Yen. Management has set up procedures to
periodically review and monitor the foreign currency risk exposure.

China Mengniu Dairy Company Limited
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(3) BREBSBMEMNERE  S0%BRED BN EFEL
ARE-R=—ERFREB - I WEEDLREE -
AERAMBIFIRARAZBEREEE  AGHEE
PR ERE - HARER LM2BEE - ABHEE
AR 8 3 -

(4) BRIEBHSEBZMEE  20% * 40% M40%EIED
RRmFEEBERE - - ZRIUEBEFRE  thid o
HEINAEE  ABAMBBFARERAZEERR
BiE - RIEMABRERERE - WAEER L2
B1Z - BB R -

(5) ARRBRMHIRERMETER BA 2 MEFHERTER
24.88/E7T °
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IEEt B -

B EXXERESN - ARB A TR RN HANGERT
ALY EARFRES  TRTBRAEBREEZ
MR B A TR BB AR B ST EMEE 2 i
R EREEMESHE

B ESOREEESN  REBEZZ——FRA=THIER
EAHRE  BEFAEERIBTHRABR(BREERS
ZEBIMF18IA T FLROWHA AR N A HEE
B(REAZLRMEGIZER)ESF 2B RREE
A IREITERAEAAT LB

A oL
REBMZEBEBMNPEARE - BRTHEERETHES

BEIN BT RHMEIUARBEETRS - KT
——HRXA=TH BR7TRELHAR®64,870,000
T(ZE—FF+ZA=+—H: AR%67,366,000
TT) R AR 140,129,000t (= ZE —ZF + = A
=+—H: AR¥1,631,092,00070) KB & RIREE
BMHRIAETRATAEREN - REANARKE
134,748,000L(ZE—ZTF+-HA=+—H : AR
#85,199,00070) T BERTTE R R REAEN ES
AAETRABAER B REBLTR2HBEE
REEHUARBAEREN - EEECHIERERE
HAgEE R BTSN LR o
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Pledge of Assets

As at 30 June 2011, the Group has pledged certain bank deposits, land use
rights and certain property, plant and equipment aggregating approximately
RMB344,431,000 (31 December 2010: RMB291,881,000). Details are set
out in the respective notes to the interim financial statements.

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

Corporate Governance

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

The Company has adopted the code provisions set out in the Code on
Corporate Governance Practices (the “CG Code”) contained in Appendix
14 of the Rules Governing the Listing of Securities on the Stock Exchange (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 applicable code
provisions set out in the CG Code during the six months ended 30 June
2011,

Board of Directors

As at the date of this interim report, the Board currently comprises four
Executive Directors, namely, Mr. Yang Wenjun, Mr. Bai Ying, Mr. Wu
Jingshui and Mr. Ding Sheng; eight Non-executive Directors, namely, Mr.
Niu Gensheng, Mr. Ning Gaoning, Mr. Jiao Shuge (alias Jiao Zhen), Mr.
Julian Juul Wolhardt, Mr. Yu Xubo, Mr. Ma Jianping, Mr. Fang Fenglei and
Mr. Ma Wangjun; and three Independent Non-executive Directors, namely,
Mr. Liu Fuchun, Mr. Zhang Xiaoya and Mr. Xie Tao.

AT
RZZ——FXA=+8 AEESEBEZETET
R TP RRERE TWE  BERRBEHOA
R#344,431,000( ZE—EF+=-A=+—8":
AR®291,881,0007T) ° A BB & A B %R
FABEMIEE o

AR B TG A AR A
AR BEMERERERNFED RIS T T B IRE M
F32K%33

R
ARABNEREEEARHEKT - LHEIEE
PYBBOEFENRL2ONBEIHE - URIES
ERENHBE MEE - EERAE - RIFCEE
AR RIEFHARE LR BREAT -

AARE MBI FEE s B AR R (T LM RRI )P &
4B EEE AER TR REERTR )RR
BXERERTHBEERTERTA -

EFEEOMAARRCEEEARRER - WEEAAR
RBE-_Z——FRA=tTHLERNBARNESHALE
ERTRAIPFAER 2 THRIEX -

HEY

RAPERE B EFERVENUNTES -
DRABIBXERE - ABEE REKEERTEL
£ \RIERITES - DRlRFREXE  Ea%
£ ERE(MEEZ) LA - Julian Juul Wolhardtst
£ FREEE  BEYEE  FRBEEERSTE
S REMBIEWTES  HRIARREELE -
REETR o EIER R A -
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Securities Transactions of Directors

The Company has adopted the Model Code set out in Appendix 10 to
the Listing Rules as the Company’s code of conduct and rules governing
dealings by all Directors in the securities of the Company. The Directors have
confirmed, following specific enquiries by the Company, that they have
complied with the required standard set out in the Model Code throughout
the six months ended 30 June 2011.

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

During the six months ended 30 June 2011, neither the Company nor any
of its subsidiaries purchased, sold or redeemed any of the Company’s listed
securities.

Audit Committee

The Audit Committee comprises five Non-executive Directors, three of
whom are independent. The current committee members are Mr. Xie Tao
(chairman), Mr. Jiao Shuge, Mr. Ma Wangjun, Mr. Liu Fuchun and Mr.
Zhang Xiaoya. The Audit Committee has reviewed with the Company’s
management and the external auditors, the accounting principles and
practices adopted by the Company and discussed auditing, internal control
and financial reporting matters, including the review of the unaudited
interim financial statements for the six months ended 30 June 2011.

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

Yang Wenjun
Chief Executive Officer

Hong Kong, 30 August 2011

China Mengniu Dairy Company Limited
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REPORT ON REVIEW OF INTERIM FINANCIAL INFORMATION
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Ernst & Young
18th Floor

Ell ERNST & YOUNG
'J.' b2

%z K

Two International Finance Centre

8 Finance Street, Central
Hong Kong

Tel: +852 2846 9888

Fax: +852 2868 4432
Www.ey.com

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

Introduction

We have reviewed the accompanying interim financial information set
out on pages 32 to 68 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 2011 and
the related condensed consolidated statements of income, comprehensive
income, changes in equity and cash flows for the six-month period then
ended, and explanatory notes. The Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited require the preparation of a
report on interim financial information to be in compliance with the relevant
provisions thereof and International Accounting Standard 34 “Interim
Financial Reporting” (“IAS 34") issued by the International Accounting
Standards Board.

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

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.

RS-l E S
FEPRE AL
EFR &R 0201818
A +852 2846 9888

{3 EL: +852 2868 4432
www.ey.com
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Conclusion A
Based on our review, nothing has come to our attention that causes us to  RIEHFINER - I KRS EAEESUER FIHE
believe that the accompanying interim financial information is not prepared, — {ZB& M & BA R 75 & RHE — ) 8 K7 0 K R BB B R

in all material respects, in accordance with IAS 34. GEFERDEI4 R AR -
Ernst & Young KB RMEHAR
Certified Public Accountants HESEAD

Hong Kong S

30 August 2011 —=2——%N\A=+H
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CONDENSED CONSOLIDATED INCOME STATEMENT

iy W3 4 5 MR 2

Unaudited
RICEX

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

2011 2010
—E——F —=-TF
RMB’'000 RMB’'000
ARET T ARBT T
Revenue A 18,578,642 14,434,223
Cost of sales SHE KA (13,753,754) (10,647,051)
Gross profit ER 4,824,888 3,787,172
Other income and gains E AU A K Wz 100,829 57,242
Selling and distribution costs HE RSB (3.311,344) (2,601,746)
Administrative expenses THEA (522,284) (492,891)
Other operating expenses Hib & 8 A (96,928) (22,875)
Profit from operating activities RS EKFH 995,161 726,902
Interest income F B YA 66,291 39,270
Finance costs DN (29,052) (21,942)
Share of profits and losses of associates FEAG BN B R MBS 1B 16,086 5,226
Profit before tax i 81 FE 1,048,486 749,456
Income tax expense Frigfi sz (156,338) (72,584)
Profit for the period R R 5 892,148 676,872
Attributable to: LA &7 R
Owners of the Company PIN/NETEZ Y =N 789,754 618,820
Non-controlling interests ElS i 102,394 58,052
892,148 676,872
Earnings per share attributable to ordinary ZERQAFEEREES A
equity holders of the Company EBiEEREF
(expressed in RMB per share) (ABRARMTE)
- Basic —HK 0.454 0.356
— Diluted — s 0.453 0.355

Details of the dividends payable and proposed for the period are disclosed in

note 10 to the condensed consolidated financial statements.

AHEM RS RERBRENFERBRGA M BERE
BIFE 104K ER



CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME 3233
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Unaudited
RICEX

For the six months ended 30 June
BZEA~A=1+HIAREA

2011 2010
—B——F —E-TF
RMB’000 RMB’'000
ARBT R ARBFIT
Profit for the period Z< HA F 5 892,148 676,872
Other comprehensive income Hit 2wz
Available-for-sale investments: AHEERE
Changes in fair value NRIEEE) (29,293) -
Income tax effect FRiSI R 2 5,165 -
(24,128) -
Exchange differences on translation of MEBINEBRTEE
foreign operations ZPE R (97,909) (38,862)
Other comprehensive income for the period, HAHMA2ERE - HRBIE
net of tax (122,037) (38,862)
Total comprehensive income for the period, HREmREEEE - HRBIE
net of tax 770,111 638,010
Attributable to: AT &7 e
Owners of the Company PIN/NGIEZZ =N 668,756 579,958
Non-controlling interests FEFE RS ER 101,355 58,052
770,111 638,010

China Mengniu Dairy Company Limited

Interim Report 2011



CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
7 1 Aok B 5 IR D0 2%

Unaudited Audited
REBEX EFEZ
30 June 31 December
2011 2010
—g——F —E-TF
ANA=1+H +=—BA=+—H
RMB’000 RMB'000
ARET T AREFT
NON-CURRENT ASSETS FREEE

Property, plant and equipment ME - BB K& 11 5,738,770 5,380,385
Construction in progress EEIRE 12 822,150 535,104
Land use rights + 3 {5 R 571,282 484,572
Long term prepayments RHITER K 115,000 -
Goodwill =S 13 482,436 451,613
Other intangible assets HEihEmpEE 217,069 221,508
Investments in associates REEE R R 2 IE 105,450 113,857
Available-for-sale investments A HERE 14 377,002 301,681
Deferred tax assets B IEE E 55,247 81,060
Other financial assets HEibhemEE 49,339 71,754
8,533,745 7,641,534

CURRENT ASSETS REBEE
Inventories F7E 15 1,670,895 1,176,423
Bills receivable RN =% 16 89,962 20,539
Trade receivables FEUBR R 17 736,761 554,933
Prepayments and deposits BRRRES 18 864,263 942,303
Other receivables EAb U sRIA 187,147 169,897
Investment deposits KBTS 19 75,000 -
Pledged deposits REEIFR 20 68,572 102,399
Cash and bank balances Be RIRTTHET 20 6,570,248 6,697,813
10,262,848 9,664,307

CURRENT LIABILITIES FEBEE
Trade payables FERBRRR 21 2,962,695 2,061,193
Bills payable AN 22 1,144,118 1,487,302
Deferred income PEIE Uz 15,198 15,082
Accruals and customers’ deposits BREAREFPI® 23 692,936 880,142
Other payables Hth FET5RIB 24 1,630,270 1,061,253
Interest-bearing bank loans SHEIRITER 25 410,151 550,786
Other loans HiER 26 121,017 140,018
Income tax payable JERTERAS R 69,097 42,513
7,045,482 6,238,289
NET CURRENT ASSETS BREBEE 3,217,366 3,426,018
TOTAL ASSETS LESS CURRENT LIABILITIES BEERRSHERE 11,751,111 11,067,552




CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION (conminuen) 34-35
i W 45 B A B AR 26 ()

Unaudited Audited
REBEX &
30 June 31 December
2011 2010
—ZT——F —E-FF
ANA=t1H +=BA=+—8H
RMB’000 RMB’000
ARET T AREFIT
NON-CURRENT LIABILITIES FRBEE
Interest-bearing bank loans STERITER 25 50,000 150,000
Long term payables REAE R FRIE 27 92,892 14,102
Deferred income FEIEY = 220,620 226,049
Deferred tax liabilities EEHIBBAEE 34,700 39,865
Other financial liabilities Ememals 28 453,952 420,027
852,164 850,043
NET ASSETS BEE 10,898,947 10,217,509
EQUITY =
Equity attributable to owners of the Company RAEIEE AEEER
Issued capital BEITIRA 29 179,452 178,679
Retained earnings IR FHE 2,560,737 2,050,216
Other reserves E b 30 7,650,024 7,529,169
10,390,213 9,758,064
Non-controlling interests FEFENG AR R RS 508,734 459,445
TOTAL EQUITY R 10,898,947 10,217,509

China Mengniu Dairy Company Limited  Interim Report 2011



CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
i W Ao B 2 5 B R

Attributable to owners of the Company
KRR ARGERES

Non-
Issued Other  Retained controlling

capital reserves  earnings interests
B#1T FER
RE  Httfds  RENE EY §
(Note 30)
(M¥=£30)
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000  RMB'000
AR¥TT ARBTR ARWMTRE AR¥TRT AR®TR AR¥T:R

For the six months ended 30 June 2011 BZ-E——-£XA=t+AHL

(unaudited) ~MEA (REER)
At 1 January 2011 RZZE——%F—f—H 178,679 7,529,169 2,050,216 9,758,064 459,445 10,217,509
Profit for the period RERFE - - 789,754 789,754 102,394 892,148
Other comprehensive income MM E 2 E

for the period - (120,998) - (120,998) (1,039)  (122,037)
Total comprehensive income for the period  Ei 2 E Ui es 4258 - (120998) 789,754 668,756 101,355 770,111
Shares issued under equity-settled share 1R bARR {7 32 {5 #) 88 AR i 2o 3%

option arrangements (Note 29) 1TEO R (BiEE29) 773 161,585 = 162,358 = 162,358
Equity-settled share option arrangements AR {3 32+ 0 BE R 20k - 83,077 - 83,077 - 83,077
Dividends paid/payable to owners AAARREACHEARE

of the Company - - (279,233)  (279,233) - (279,233)
Dividends paid/payable to non-controling  [mZFRRR R A/ FER LS.

interests - - - - (51,047) (51,047)
Derecognition of puttable non-controlling 42 |- # 2 A 3 & FE AR AR SR e 25

interests - (2.:809) - (2,809) (22,654) (25,463)
Non-controlling interests arising EBAHEENEERR R ES

on business combination (Note 31) (BtzE31) - - - - 21,635 21,635

At30June 2011 WZE——%7"A=1H 179452 7,650,024 2,560,737 10,390,213 508,734 10,898,947




CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (conmnuen) 36-37
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For the six months ended 30 June 2010 HZ-F—FEXA=+AL

Attributable to owners of the Company
ARAEEE AR

Issued Other
capital reserves
B#T

BA  HftEeE

(Note 30)

(F#zE30)

RMB'000  RMB'000
ARBTT AR®TT

Retained
earnings

RERME

RMB'000
ARBTTL

Total

RMB'000
ARETTT

Non-

controlling

MEESY
El3) g
R R

RMB'000  RMB'000
AREBTT AREKTRT

(unaudited) ~NMEA (REER)
At1 January 2010 R-Z-Z%-A-AR 178611 702301 1294766 8575678 336016  8911,694
Profit for the period INERFIE - - 618,820 618,820 58,052 676,872
Other comprehensive income for the period #iRE th2 FI S - (38,862) - (38,862) - (38,862)
Total comprehensive income for the period 242 [ 4 zs 4@ 58 - (38,862) 618,820 579,958 58,052 638,010
Shares issued under equity-settled share AR LA RR {7 S 1 B AR 12

option arrangements (Note 29) ZHEITHBR G (FFE29) 2 254 - 256 - 256
Equity-settled share option arrangements LA R& 13 S B9 B R 22 - 221561 - 221561 - 221561
Dividends paid/payable to owners AADEEEADH/EHRE

of the Company - - (245445 (245445) - (245445)
Dividends paid/payable to non-controlling [ FERRAREE 21T/ BRI &

interests - - - - (11,084) (11,084)
At 30 June 2010 R-E-T€XA=1A 178613 7285254 1668141 9132008 382984 951499

China Mengniu Dairy Company Limited  Interim Report 2011



CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
A Bl E R

Unaudited
RICEX

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

2011 2010
—E——F —=-TF
RMB’'000 RMB’'000
ARBT R AREFT
Net cash inflow from operating activities KA RELNIESFR 1,381,454 1,168,703
Net cash outflow from investing activities KBRS ELMNIRSER (@ (1,396,245) (1,365,320)
Net cash outflow from financing activities BMEEBELNESIFR (397,706) (348,740)
Net decrease in cash and cash equivalents RekBLEBMRAFRE (412,497) (545,357)
Effect of foreign exchange rate changes, net TERE R E(FEH) (40,518) (26,541)
Cash and cash equivalents at 1 January R—A—BHR%
MR EEY 20 3,775,255 3,986,624
Cash and cash equivalents at 30 June RANA=Z+HMRE
KRS EEY 20 3,322,240 3,414,726
Note: HisE -
(@  The balances included the additions of time deposits with original maturity ~ (a) WWEESEEEHANRINBER=1E8 A E8FEBFR
of more than three months and investment deposits with a total amount of RAZE MR EFHE AR %400,450,0007T (B2 =
RMB400,450,000 (six months ended 30 June 2010: RMB984,774,000) during Z-ZEXRA=ZTHIERER : AR984,774,000

the period. TL) °



Corporate Information

The Company was incorporated as an exempted company with
limited liability in the Cayman Islands. The Company is an investment
holding company and its subsidiaries are engaged in the manufacture
and distribution of dairy products in the People’s Republic of China (the
“PRC").

Basis of Preparation and Accounting Policies

Basis of preparation

The unaudited interim condensed consolidated financial statements
for the six months ended 30 June 2011 have been prepared in
accordance with International Accounting Standard (“1AS"”) 34 Interim
Financial Reporting.

The unaudited interim condensed consolidated financial statements do
not include all the information and disclosures required in the annual
financial statements, and should be read in conjunction with the
Group’s annual financial statements for the year ended 31 December
2010.

Significant accounting policies

The accounting policies adopted in the preparation of the interim
condensed consolidated financial statements are consistent with
those in the Group’s annual financial statements for the year ended
31 December 2010, except for the adoption of the following new
or revised standards and interpretations as of 1 January 2011. The
adoption of these interpretations did not have any material impact
on the financial position or operating results of the Group in the
unaudited interim condensed consolidated financial statements for the
current period.

. IAS 24 Related Party Transactions (Amendment)

The 1ASB has issued an amendment to IAS 24 that clarifies the
definitions of a related party. The new definitions emphasis
a symmetrical view of related party relationships as well as
clarifying in which circumstances persons and key management
personnel affect related party relationships of an entity. Secondly,
the amendment introduces an exemption from the general
related party disclosure requirements for transactions with a
government and entities that are controlled, jointly controlled or
significantly influenced by the same government as the reporting
entity. The adoption of the amendment did not have any impact
on the financial position or performance of the Group.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 559
7 1 o B 285 % T

A EF

ARBANHAEREEMRINEREERE
ERE - RARTD—FKEEERAR - METF
AAEFEARKMBE(THEDREARME

A R S & SHEOR

mRER
HE-Z——FXA=tRILAEANKER
B R RR A M SRR R R R ® AR
(I BB 5HER) |) F 345 o IR S R -

AREBZTHERGEPBHRRLRBEF
EHBHREMBOEIEEMEE - HEER
EEHEE_ZE-TFT_A=+—"BILFEH
BT ER —HHRIE -

EXREFTEER
BREAFMUATEZ-ZE——F - —BERD
MEMEEETNBRBRMEREERLRE
S - REAF GRS S M BHRRARANE
AHE BRHEASEEE_T-TF+_H
ST HLEFENMBERRARNE RS —
o R SRR AREEZTHERERSY
Bk P A SR BN A E O B ISR SR 2 AR
BEEAEATE

o BIBREFERNE2R[HEALR S I(E
)
SREstEAEE SO R ER &R ER
F2AFMERTA - EREBBEALNE
& o MERBABEALTRERNLEREIE
REBEARTEEREASXE —RE
BREHEALBEMIER - HR - ZEFTAR
HHERBRERRZERBREERNE X
s - KEESHHERFENERZME
RS —REAEALTHENRLRTE -
BRANFZIEF] AL\ E R B R B AR K
RIGESEMZE -

China Mengniu Dairy Company Limited  Interim Report 20711



NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (conminuen)

fi o

EE A BB AR B RE ()

2. Basis of Preparation and Accounting
Policies (CONTINUED)
Significant accounting policies ontinuen)

IAS 32 Financial Instruments: Presentation (Amendment)

The amendment alters the definition of a financial liability in IAS
32 to enable entities to dlassify rights issues and certain options
or warrants as equity instruments. The amendment is applicable
if the rights are given pro rata to all of the existing owners of the
same class of an entity’s non-derivative equity instruments, to
acquire a fixed number of the entity’s own equity instruments
for a fixed amount in any currency. The amendment has had no
effect on the financial position or performance of the Group.

IFRIC 14 Prepayments of a Minimum Funding Requirement
(Amendment)

The amendment removes an unintended consequence when
an entity is subject to minimum funding requirements (“MFR")
and makes an early payment of contributions to cover such
requirements. The amendment permits a prepayment of future
service cost by the entity to be recognised as pension asset. The
amendment to the interpretation had no effect on the financial
position or performance of the Group.

IFRIC 19 Extinguishing Financial Liabilities with Equity Instruments

The interpretation addresses the accounting by an entity when
the terms of a financial liability are renegotiated and result in
the entity issuing equity instruments to a creditor of the entity to
extinguish all or part of the financial liability. The interpretation
clarifies that equity instruments issued to a creditor to extinguish
a financial liability are a consideration paid in accordance with I1AS
39 Financial Instrument: Recognition and Measurement and the
difference between the carrying amount of the financial liability
extinguished, and the consideration paid, shall be recognized in
profit or loss. The consideration paid should be measured based
on the fair value of the equity instrument issued or, if the fair
value of the equity instrument cannot be reliably measured, the
fair value of the financial liability extinguished. The interpretation
had no effect on the financial position or performance of the
Group.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 40-41
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2. Basis of Preparation and Accounting
Policies (CONTINUED)
Significant accounting policies ontinuen)
e IFRS 1 First-time Adoption of International Financial Reporting
Standards — Limited Exemption from comparative IFRS 7
Disclosures for First-time Adopters (Amendment)

The amendment allows a first-time adopter to utilize the
transitional provisions in paragraph 44G of IFRS 7 and not to
provide comparative figures for certain disclosures in an entity’s
first IFRS financial statements. The transitional provisions in IFRS 7
have also been amended to dlarify that the disclosures required
by Amendments to IFRS 7 Financial Instruments: Disclosure —
Improving Disclosures about Financial Instruments issued in
March 2009 need not be provided for (i) annual or interim
periods, including any statement of financial position presented
within an annual comparative period ended before 31 December
2009 and (ii) any statement of financial position as at the
beginning of the earliest comparative period as at a date before
31 December 2009.

Improvements to IFRSs (issued in May 2010)

In May 2010, the IASB issued its third omnibus of amendments to
its standards, primarily with a view to removing inconsistencies and
clarifying wording. There are separate transitional provisions for each
standard. The adoption of the following amendments resulted in
changes to accounting policies, but did not have any impact on the
financial position or performance of the Group.

e |IFRS 3 Business Combinations: The measurement options
available for non-controlling interest (“NCI"”) have been
amended. Only components of NCI that constitute a present
ownership interest that entitles their holder to a proportionate
share of the entity’s net assets in the event of liquidation shall
be measured at either fair value or at the present ownership
instruments’ proportionate share of the acquiree’s identifiable
net assets. All other components are to be measured at their
acquisition date fair value.

e IFRS 7 Financial Instruments: Disclosures: The amendment was
intended to simplify the disclosures provided by reducing the
volume of disclosures around collateral held and improving
disclosures by requiring qualitative information to put the
guantitative information in context.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (conminuen)
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2. Basis of Preparation and Accounting
Policies (CONTINUED)
Significant accounting policies ontinuen)
Improvements to IFRSs (issued in May 2010) (contivuep)

IAS 1 Presentation of Financial Statements: The amendment
clarifies that an option to present an analysis of each component
of other comprehensive income may be included either in the
statement of changes in equity or in the notes to the financial
statements.

IAS 34 Interim Financial Statements: The amendment requires
additional disclosures for fair values and changes in dlassification
of financial assets, as well as changes to contingent assets and
liabilities in interim condensed financial statements.

Other amendments resulting from Improvements to IFRSs to the

following standards did not have any impact on the accounting

policies, financial position or performance of the Group:

IFRS 3 Business Combinations — Clarification that contingent
consideration arising from business combination prior to
adoption of IFRS 3 (as revised in 2008) are accounted for in
accordance with IFRS 3 (2005).

IFRS 3 Business Combinations — Unreplaced and voluntarily
replaced share-based payment awards and its accounting
treatment within a business combination.

IAS 27 Consolidated and Separate Financial Statements —
applying the IAS 27 (as revised in 2008) transition requirements
to consequentially amended standards.

IFRIC 13 Customer Loyalty Programmes — in determining the
fair value of award credits, an entity shall consider discounts and
incentives that would otherwise be offered to customers not
participating in the loyalty programme.

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

amendment that was issued but is not yet effective.
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Segment Information
For management purposes, the Group is organised into business
units based on their products and services and has three reportable
operating segments as follows:

e liquid milk products — manufacture and distribution of
segment ultra-high temperature milk
("UHT milk"), milk beverages and
yogurt;
e ice cream products — manufacture and distribution of ice
segment cream; and
e  otherdairy products - mainly manufacture and distribution
segment of milk powder.

Management monitors the results of its operating segments separately
for the purpose of making decisions about resources allocation and
performance assessment. Segment performance is evaluated based
on reportable segment profit/loss), which is a measure of adjusted
profit/(loss) before tax. The adjusted profit/loss) before tax is measured
consistently with the Group's profit/(loss) before tax except that
interest income, finance costs, dividend income, as well as head office
and corporate expenses are excluded from such measurement.

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

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

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

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 42-43
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS conmnuo)
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TREHT AREOEH D BOMA - FIEA
HABERME EHER

3. Segment Information conrmuen) 3.
The following tables present the revenue, profit and certain asset and

liability information for the Group’s operating segments:

For the six months
ended 30 June 2011 Liquid milk Ice cream  Other dairy Intersegment
(Unaudited) products products products eliminations Consolidated
BE-2——F
ANR=THIEAEA
(RE&EZX) WERDER ACEME B HthZ R m 2P EIEEH oEe
RMB’000 RMB'000 RMB’000 RMB’000 RMB'000
AR¥BTR AR%¥Tn ARETrn AR%¥®Tx AR%®TxR
Segment revenue: EUWA -
Sales to external customers & FHNIEE P 16,294,922 2,083,044 200,676 - 18,578,642
Intersegment sales DEEHE 96,989 7,357 81,971 (186,317) -
Total w@Et 16,391,911 2,090,401 282,647 (186,317) 18,578,642
Segment results DEBELE 1,095,479 25,895 (18,380) - 1,102,994
Interest income R EUA 66,291
Finance costs BE R AN (29,052)
Share of profits and losses & {f 5 & /X &1 58 K2
of associates 18 16,086
Unallocated corporate TR
expenses (107,833)
Profit before tax BLRTAE 1,048,486
Income tax expense FTiSFi sz H (156,338)
Profit for the period AHEAE 892,148
At 30 June 2011 R-B——F
(Unaudited) ANA=1H
(REEEZ)
Assets and liabilities EENERE
Segment assets DEEE 13,008,490 2,022,870 339,102 - 15,370,462
Unallocated corporate TOEHRREE
assets 7,132,087
Intragroup elimination £ B A (3,705,956)
Total assets R E 18,796,593
Segment liabilities DEEE 9,143,366 1,409,428 247,385 - 10,800,179
Unallocated corporate IO REIERE
liabilities 803,423
Intragroup elimination £ B RS (3,705,956)
Total liabilities FCN=Er 7,897,646
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44-45

3. rERE R @)

3. Segment Information conrmuen)

For the six months
ended 30 June 2010
(Unaudited)
HE—_T—TF
ANA=ZFTHIEREA

Ice cream
products

Liquid milk
products

Other dairy
products

Intersegment

eliminations  Consolidated

(CREEEZ) REPES KOLRESR  HUIEes  o5BEEHE
RMB'000 RMB'000 RMB'000 RMB'000
ARETT AREBTT AREBTT ARETL
Segment revenue: DEWA :
Sales to external customers % FINEEF 12,462,199 1,821,086 150,938 - 14,434,223
Intersegment sales DESEHE 38,072 616 10,261 (48,949) -
Total 4zt 12,500,271 1,821,702 161,199 (48,949) 14,434,223
Segment results DEBELE 928,884 8,151 (2,407) - 934,628
Interest income FEMA 39,270
Finance costs AR AN (21,942)
Share of profits and losses &1 5 & 2 &) F1E &
of associates BB 5,226
Unallocated corporate R - LSO UNCI s
expenses (207,726)
Profit before tax TRl E 749,456
Income tax expense FiSHiz b (72,584)
Profit for the period AERFE 676,872
At 31 December 2010 R-E—ZF
(Audited) +=A=+—H
(RBER)
Assets and liabilities EEREE
Segment assets DEBEE 11,499,448 1,387,524 372,228 - 13,259,200
Unallocated corporate TREH AR EE
assets 7,985,412
Intragroup elimination EEN P (3.938,771)
Total assets BEE 17,305,841
Segment liabilities PEBE 8,995,050 848,956 275,372 - 10,119,378
Unallocated corporate a0 /NI E=L
liabilities 907,725
Intragroup elimination EE A (3.938,771)
Total liabilities BamE 7,088,332

China Mengniu Dairy Company Limited
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4. Revenue, Other Income and Gains 4. WA ~ HAbW A Kt
Revenue, being the turnover of the Group, represents the net WARAEENEERE R EHAMNESR
invoiced value of goods sold, after allowances for goods returns and FE SRR EME S - UREHEEE
trade discounts, and after eliminations of all significant intra-group WFTB QBRI Z EAR HEFTISHEE -
transactions.
An analysis of the Group's revenue, other income and gains is as REBEBWA ~ HARA KBS TAT
follows:

Unaudited
REEZX

For the six months ended 30 June
BEAA=1THIEAEA

2011 2010

—=E——F —Z=—TF

RMB’000 RMB’000

ARET ARBT T

Revenue WA 18,578,642 14,434,223
Other income and gains: H AU g

Government grants BT B (a) 21,333 18,831

Amortisation of deferred income PR 2 8 5 (b) 7,621 7,384

Foreign exchange gains, net b H g 2= 558 54,009 12,741

Others Hity 17,866 18,286

100,829 57,242

18,679,471 14,491,465

Notes: Mi3E

(@  The government grants in the form of cash have been received for (@ AEBEAERABIAEMITEEERM LM
the Group's contribution to the local economy with respect to the FREBEGFAER  WESUREEXNBTH
establishment of infrastructure relating to the dairy products industry. Bh o 5% 55 #h B T AR BT A5 4 o] ROE R A0 IR S H
There are no unfulfilled conditions or contingencies attaching to these s AREIE o
grants.

()  The Group has received certain government grants in the form of (b) BUTUYE  BEMXERBBIXBEBRA
property, plant and equipment donations or cash donations to purchase A RARAEERTETHDABEYE  BE
property, plant and equipment. The grants are initially recorded as Rt - ZEMPVRRRA/EL K - R
deferred income and amortised to match the depreciation charge of the BEEMNMTAERFRES  NEYHEED
underlying property, plant and equipment in accordance with the assets’ ¥ BWERREBOTEER -

estimated useful lives.
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5. Other Operating Expenses 5. Hh=#EH

Unaudited
REEX

For the six months ended 30 June
BZEASA=1THLAEA

2011 2010
==——F —E-TF
RMB’000 RMB'000
ARET T ARBTT
Provision for trade receivables TEUS BR SR B4 15,543 174
Write back of provision for inventories TFEBERED (156) (50)
Donations B H 3,077 12,411
Loss on disposal of items of property, plant REME  WENMEEESR
and equipment 910 3,120
Educational surcharges and B B DOANYR T 4 AR
city construction tax 73,777 -
Others Hib 3,777 7,220
96,928 22,875
6. Profit Before Tax 6. BRRTHIE
The Group's profit before tax is arrived at after charging: REEOTATFDE T EMBR TS BEEMT

=
(S

Unaudited

REER
For the six months ended 30 June
BEZAA=1THIEAEA

2011 2010

—2——F —ET-TF

RMB’000 RMB’000

AR%T AREFIT

Cost of inventories sold HEFEKA 13,753,754 10,647,051

Depreciation of property, plant and equipment #% - & E & R #EITE 396,254 338,772

Amortisation of land use rights —+ (55 PR R 5,958 4,438

Amortisation of other intangible assets H w8 5 8,229 2,194
Employee benefit expense EEBRNER(TERFES=H)

(excluding directors’ emoluments) 839,033 767,409
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7. Finance Costs 7. ROE AR
Unaudited
RIGER
For the six months ended 30 June
BZEASA=1THLAEA
2011 2010
—E——F = —ZF
RMB’000 RMB’'000
ARET ARET T
Interest on bank loans wholly repayable HARAFATEEEDN
within five years RITERFE 23,788 18,854
Interest on long term payables RHEAEFRIEFE 1,814 3,088
Interest on other financial liabilities HEHithemaEfa 3,450 -
29,052 21,942
8. Income Tax Expense 8. FifaBit th
The major components of income tax expense in the condensed ARG A FERAMERIENEEND A

consolidated income statement are:

Unaudited
RISERZ
For the six months ended 30 June

BEAA=1+HLEAREA
2011 2010
—E2——F —E-TF
RMB’000 RMB'000
AR%T AREFTT

Current income tax EHIEH

Current income tax charge EHAMER S 130,525 69,689

Deferred income tax BEEFBHR

Relating to origination and reversal of tax losses 45 B8 %18 &5 18 & H b5 14 2= 2 1Y

and temporary differences B A M Bl 25,813 2,895
156,338 72,584

(@) Hong Kong profits tax has not been provided as the Group had (a) BRASEEEHATEERBESTME
no assessable profits arising in Hong Kong during the period. ABFE - MEGHR A AT GBI EE -

(b) The tax charge represents the provision for PRC corporate (b) FTSHTHIEERANIRBITEBBERTIR
income tax (“CIT") for the period at the prevailing tax rates R BTSSR ([ (2RISR ) B -
applicable thereto.

During the period, certain PRC subsidiaries were subject to tax R - BE(KPEAREMBECERERE)

exemption in accordance with () the Corporate Income Tax Law of LEBRERBSERBUR - (IKFHI - BR

the People’s Republic of China and the corresponding transitional BBaR  BRAEENANARERBES
tax concession policy; (i) “The notice of preferential tax policies for BREREARA) - RiKEAREMZEZREM
companies located in West China”; and (i) “The notice of preferential SBHREERRNEERTNIEE(HT)NE

tax policy for preliminary processing of agricultural products”. My BETHEFARZAEMBEHRE o
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Earnings Per Share Attributable to Ordinary
Equity Holders of the Company

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

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

The following reflects the profit and the number of shares used in the
basic and diluted earnings per share calculations:

Profit attributable to ordinary equity holders 72 5% 3@ Bk A A (G T8

of the Company

48-49

A R B B N\ A 4B
#F

AEHFREARBFNRERAAR R R EBEK
BB AT IR LA E BT 2 B AR D1
FORBEE -

SRR YR D % BRI A AR
AR DA (4t S B A BT
SHAPOE BT H B IR 45 B R AR P
BT R AR SR IR
REF 0 A EAR B R E R BT BB
BT BGHE -

AT EaT E SR E A N #E 2 R B P A RO R B
RBEMEAE

Unaudited
RICEX

For the six months ended 30 June
BZA<A=1tHIEAEA

2011
—2——F
RMB'000
AR®TR

2010

T -TF
RMB'000
ARETT

789,754 618,820

AEESREARN A
ERlEGol: RSk

Weighted average number of ordinary shares
for the purpose of basic earnings per share

Number of
shares

Rh &=

(in thousand)

(F)

Number of
shares
BOBE

(in thousand)
(Fm)

calculation 1,740,461 1,737,198
Weighted average number of ordinary shares, {5 5% HA %) Fr A B8 i HEJEE 17 (50 30§22 3

assuming issued at no consideration onthe X (B 317 K I @ A% INAE F 19

deemed exercise of all share options during

the period 1,734 3,560
Weighted average number of ordinary shares 5+ & &% E &R AT

for the purpose of diluted earnings per share &3 A% ANAE F 19 £

calculation 1,742,195 1,740,758

China Mengniu Dairy Company Limited
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10. Dividend

11.

The directors do not recommend the payment of an interim dividend
for the six months ended 30 June 2011 (six months ended 30 June
2010: nil). During the six months ended 30 June 2011, the Company
declared and paid final dividends of RMBO0.16 (six months ended 30
June 2010: RMB0.1413) per share as proposed for the year ended 31
December 2010 to the shareholders of the Company.

Property, Plant and Equipment

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

follows:

10. BB

EEVABRBEEHEZ-_Z——FXA=1+A
EARBEANFEBRE(BE_ZS—FTFA="T
BiEAEE : &) BE-T——FA=1+8
WEARMEA  ARREBERBE_T—TF+=
A=+—HBIEFERAAABRRESIRRIRSH
KREFBARBOI6TL(HEZT—ZTF XA
=+HIAEAR - ARKE0.14137T) ©

11. 93 ~ W Bt

UTRASENYE - BEMRENESIFN

Unaudited Unaudited

RIBER REEZ

2011 2010

==E——F =5

RMB’000 RMB'000

ARET T AREBTFT

Carrying amount at 1 January N—A—BMERE 5,380,385 4,919,608

Additions 0 296,048 108,941
Transfers from construction in progress HEEERETRR(ME12)

(Note 12) 421,437 299,398
Disposals BE (6,526) (6,751)
Acquisition of a subsidiary (Note 31) WHE—RF AR (FEE31) 43,680 -
Depreciation charge for the period ANEFEER (396,254) (338,772)
Carrying amount at 30 June RANA=Z+THESEREE 5,738,770 4,982,424

Certain property, plant and equipment of the Group with a net
book value of approximately RMB205,108,000 (31 December
2010: RMB116,786,000), RMB37,201,000 (31 December 2010:
RMB38,726,000) and RMB1,051,000 (31 December 2010:
RMB1,136,000) have been pledged to secure the long term payables,
short-term bank loans and other loans of the Group, details of which
are set out in note 27, note 25 and note 26 to the interim financial
statements.

NEEE T IREFE QA R205,108,000
T(ZZT—ZFHE+-F=+—H: : AR
116,786,0007T) + ARE37,201,00070(=F—
THFEF+ZA=+—H : AR¥38,726,0007T) %
AR#1,051,000( ZE—FF+ = A=+—
A: AR%1,136,00070) M9 % - 7 L& E
BRAERNSEESRAEMNKE - MERT
ERRAEMEFRNERL EAFESNTH
BTSRRI FE27 « IFE25 P9 5E26 ©
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12. Construction in Progress 12. T
Movements in the Group's construction in progress, all of which is INTRAEE2HBANFBENERTIZNE
located in Mainland China, are as follows: B

Unaudited Unaudited

RISERZ RICEIZ

2011 2010

—EB——F —E-TF

RMB'000 RMB'000

AR%T ARETT

Carrying amount at 1 January R—A—BMEREE 535,104 326,679

Additions 1 712,492 266,205

Acquisition of a subsidiary (Note 31) Wi —RF AR (MEE31) 10,994 -
Transfers to property, plant and equipment BB =42 - iRE KR (HEE11)

(Note 11) (421,437) (299,398)
Transfers to land use rights HEEE + (P4 (15,003) -
Carrying amount at 30 June RANA=+THMEREE 822,150 293,486

13. Goodwill 13. 2
Unaudited
For the six months ended 30 June
RIBERZ

BZEARA=1+HLEXREAR
2011 2010
—EB——F —E-TF
RMB’000 RMB'000
AR%T ARETT
Carrying amount at 1 January R—A—BWREE 451,613 199,143
Acquisition of a subsidiary (Note 31) g —xKFAR(MEE31) 30,823 -
Carrying amount at 30 June RANA=+THEEE 482,436 199,143

China Mengniu Dairy Company Limited  Interim Report 2011
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14. Available-for-Sale Investments 14. Al AL E#RE

Unaudited Audited
RISER EFEZ
30 June 31 December
2011 2010
—E——F T -TF
~NA=1+HE +=—HA=+—H
RMB'000 RMB’000
AR¥ T ARETT

Listed equity investments, at fair value: FHRERE - RARE
Hong Kong BB 103,593 114,831
Unlisted equity investments, at fair value JEFHIRAEE  IBARE 150,800 171,461
Unlisted equity investments, at cost JFEFTIRAEE - IKANE 122,609 15,389
273,409 186,850
377,002 301,681

15. Inventories 15. +&

Unaudited Audited
RISER FEE
30 June 31 December
2011 2010
—E——F —E-TF
NA=1TH +=—A=+—H
RMB'000 RMB’000
AR¥ TR AREFTT
Raw materials R R 1,163,377 880,156
Finished goods BT 507,518 296,267

Total inventories at the lower of cost and BB IR EN K ESHE
net realisable value MEERE 1,670,895 1,176,423
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16.

17.

Bills Receivable

An aged analysis of the bills receivable of the Group, based on the
invoice date, is as follows:

16. EWEE R

52-53

REBRBZBERERBRNREDITAT -

Unaudited Audited

RICE 1B I%

30 June 31 December

2011 2010

—EB——F —ZT-TF

NA=1H +=—A=+—H

RMB'000 RMB’000

AR¥ TR AREFTT

Within 3 months 3MEA A 82,587 19,439
4 to 6 months 42618 A 7,375 1,100
89,962 20,539

The amounts due from associates of approximately R\VIB2,205,000 (31
December 2010: nil) are included in the above balances.

Trade Receivables

The Group normally allows a credit period of not more than 30 days to
its customers which is extendable in certain circumstances. The Group
closely monitors overdue balances. In view of the aforementioned and
the fact that the Group's trade receivables relate to a large number
of diversified customers, there is no significant concentration of credit
risk. The trade receivables are non-interest-bearing.

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

LS R BREEREBE AR RBEOARYE
A

2,205,000 (ZE—ZEF + =

&)

17. FEWCHR 3K

=t+—8:

AEE-RETEP TNEBB30ORANEEN £
FEBRTALR - ARETYEBBHAARE
RERR o R bSPTIR R R SR I Y R MK R R T £
RETFRBRNEFAR  HABEXNEES

Ak o AR S FE -

AEBQMBERERENERETZERAH

MARE DITEAT -

Unaudited Audited

RICER X

30 June 31 December

2011 2010

—E——F —E-TF

~NA=1H +=—A=+—H

RMB'000 RMB’000

AR¥T T ARETT

Within 3 months 3E AR 654,511 444,546
4 to 6 months 4Z26f8 A 41,807 101,423
7 to 12 months 721218 A 32,315 8,205
Over 1 year 1 8,128 759
736,761 554,933

The amounts due from associates of approximately RMB314,136,000
(31 December 2010: RMB276,844,000) and an amount due from a
jointly-controlled entity of approximately RMB759,000 (31 December
2010: RMB155,000) are included in the above balances. These
balances are unsecured, non-interest-bearing and are repayable on
credit terms similar to those offered to other major customers of the
Group.

China Mengniu Dairy Company Limited

TSP IERERBEERRREBHARE
314,136,000 (— 2 F&E+— A=+ 0 :
AR #276,844,00070) & fEUK — R KR H| E
L IBM AREET59,000( —E—FF+_A
=+—H : AR¥1550007T) ° tilt&EthAE
BREEEE  EEEEHUATASEEME
DRENZEEEHES -
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18.

19.

20.

Prepayments and Deposits

As at 31 December 2010, an amount due from an associate of
approximately RMB 1,951,000 was included in the balance. As at
30 June 2011, an amount due from a jointly-controlled entity of
approximately RMB 10,415,000 (31 December 2010: RMB54,000,000)
is included in the balance. This balance is unsecured, non-interest-
bearing and is repayable on credit terms similar to those offered to
other independent third parties of the Group.

Investment Deposits

As at 30 June 2011, the Group's investment deposits were purchased
from Industrial and Commercial Bank of China and Huaxia Bank
and were stated at amortised cost. The investment deposits were
unsecured and had an expected annual interest rate of 4.9%.

Cash and Bank Balances, Pledged Deposits

18.

19.

20.

TAAT R e
R-Z—ZTF+-_F=+—H #8eEEK
e N ERIBH AR 1,951,000 « RZF
——FXNA=TH  HHeiEEKAREHE
BERTEYARY10,415,000L( —E—FF+ =
A=+—8 : AR#54,000,0007T) ° iZ&584 5
EEAREL  BEGEHRERATASEEE M
BAE= MRS EERES -

BEAR

RoT——F<A=+A, REBOREFRY
M E TR REERTBE L R HR
AP o BATF ORI P R 0384 Tl
4.9% °

Bl RRATHHAT ~ IRk

Unaudited Audited
RISEX KEZ
30 June 31 December
2011 2010
—z——f —z-—2f
AA=tH +=ZA=+—H
RMB’000 RMB'000
ARET T ARBFTT
Cash and cash equivalents HERIREZEEY 3,322,240 3,775,255
Pledged deposits REESFR 68,572 102,399
Time deposits with original maturity of RENEA A=A U LM
more than three months TEETFER 3,248,008 2,922,558
6,638,820 6,800,212
Less: Deposits pledged for banking facilities W ERIRITREERNRER
(Note 22 and Note 25) R (M 5t22 K P 7E25) (68,572) (102,399)
Cash and bank balances B4 MIRTTEF 6,570,248 6,697,813
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21. Trade Payables 21. FEATIRK
An aged analysis of the trade payables of the Group, based on the FEEEMNERFREBEZEZAHNERERONAOT
invoice date, is as follows:

Unaudited Audited
RICER Rz
30 June 31 December
2011 2010
—EB——F —ETF
ANA=+H +ZH=1+—H
RMB’000 RMB'000
ARYTF T AREF T
Within 3 months 3{E A AR 2,832,494 1,994,978
410 6 months 4% 618 A 102,977 51,315
7 to 12 months 721218 A 22,914 13,909
Over 1 year 1M E 4,310 991
2,962,695 2,061,193
An amount due to an associate of approximately RMB2,000 (31 T ERPEENEERAARBOARE
December 2010: RMB28,955,000) is included in the above balances. 2000t (ZE—ZFEF+-_A=+—H ' AR¥
The balance is unsecured, non-interest-bearing and is repayable on 28,955,0007T) - ZEEKAEEMN - RENE
demand. JEESRER -
The Group's trade payables are unsecured and non-interest-bearing. REENENERSBEERREE -

China Mengniu Dairy Company Limited  Interim Report 2011



NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (conminuen)
T8 W 45 5 B S R P 5 a0

22. Bills Payable 22. FEATZ 9%
An aged analysis of the bills payable of the Group, based on the FEEENZBEREZZAHOBRERONOT
invoice date, is as follows:

Unaudited Audited

RACERZ =%

30 June 31 December

2011 2010

—B——F —ETF

ANA=+H +ZH=1+—H

RMB’000 RMB'000

ARYETF T ARBFT

Within 3 months 3@ AR 743,708 493,824

4 to 6 months 4Z26fE A 400,410 993,478

1,144,118 1,487,302
Except for an aggregate balance of approximately RMB227,332,000 (31 KA FTHO AR 227,332,000 (ZE—FF
December 2010: RMB539,490,000) secured by the pledge of certain +=-A=+—H : AR¥539,490,0007T)HfE
of the Group's deposits amounting to RMB67,002,000 (31 December NEBESR T AREEBHARY67,002,000
2010: RMB94,839,000), bills payable are unsecured. The above T(ZE-—ZFF+ZA=+—H: AR®
balances are non-interest-bearing. 94,839,0007T ) BV T3 EHR RSN - EERAJE

NRBREEIR - LREHRRRE

23. Accruals and Customers’ Deposits 23. HIREH RE PRl &
Unaudited Audited
REEX KA
30 June 31 December
2011 2010
—E2——F —E-TF
NA=TH +—-—A=+—H
RMB'000 RMB’000
ARET T AREETIT
Advances from customers EFPEMNR 495,609 666,341
Salary and welfare payables BN He MEFE 197,327 213,301

692,936 880,142
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23. Accruals and Customers’ Deposits conrmuen) 23, FREHREFiT 2w
The amounts due to associates of approximately RMB76,499,000 (31 P EBRPEREENBERARREBHARE
December 2010: RMB86,931,000) are included in the above balances. 76,499,000 C( —E—ZFF+_-_A=+—H: A
The balances are unsecured, non-interest-bearing and are repayable R#86,931,0007T) ° Ll AEER - 2.8
on demand. RIAEERER -
24. Other Payables 24, Al EA sRIH
The amounts due to associates of approximately RMB17,439,000 (31 ZEEGPEREENBERARBEBHARE
December 2010: RMB16,962,000) are included in the balances. The 17,439,000t(ZE—ZF+-A=+—H: A
balances are unsecured, non-interest-bearing and are repayable on R#¥16,962,0007T) - ZEHEHAEER - 28
demand. RIAEEREER -
25. Interest-Bearing Bank Loans 25. BB ERATEH
Unaudited Audited
RASER KEZ
30 June 31 December
2011 2010
b —ETF
ANA=tR +=ZA=t—H
RMB’000 RMB'000
ARET T ARETTT
Short term bank loans, secured MERITER(EEAR) 73,686 118,686
Short term bank loans, unsecured EHRITE R (EER) 336,465 432,100
Long term bank loans, unsecured RERITER(EER) 50,000 150,000
460,151 700,786
As at 30 June 2011, short term bank loans of approximately RZTE——F R A=1+H BHRTEROA
RMB73,686,000 (31 December 2010: R\MB93,686,000) were secured R#73,686,000t( —E—ZTF+_-_A=+—
by certain land use rights with an amount of RMB32,499,000 B : AR®93,686,00070) EASEBMHNET L
(31 December 2010: RMB32,834,000), property, plant and s A #EET A R#32,499,000( — B —FF+—
equipment (Note 11) and pledged deposits (Note 20) of the Group. A=+—H : AR%32,834,000) * W% - &
As 31 December 2010, short term bank loans of approximately B RS (1) RIREBESFR(E20) 1EIK
RMB25,000,000 were secured by certain assets of an associate. W RZZE—FFE+-A=1+—0 BEHRT

B ARE25,000,0007T Ty BB S DTS
TEEEERR -
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25. Interest-Bearing Bank Loans conrmuen) 25. #F B ERAT B ()

During the six months ended 30 June 2011, the Group obtained new
bank loans amounting to approximately RMB173,925,000 (six months
ended 30 June 2010: RMB188,458,000) and repaid bank loans of
approximately RMB434,060,000 (six months ended 30 June 2010:
RMB265,966,000).

During the six months ended 30 June 2011, the annual interest rates
of the short term bank loans and the long term bank loans varied
from 2.30% to 9.36% and 4.86% to 5.76% (six months ended 30
June 2010: varied from 1.19% to 4.86% and 4.86%), respectively.
As at 30 June 2011, the Group’s interest-bearing bank loans were
denominated in Renminbi, except for loans of approximately
US$4,219,000 (equivalent to approximately RMB27,304,000) (31
December 2010: US$4,219,000) denominated in United States dollars.

The repayment schedule of the bank loans is as follows:

BE-_Z——FXA=Z+tRHLEAMEA K&
B S HTIE R 1T B4 AR 173,925,0007T
(BE-Z—ZFEXA=Z+HIEAMEA : AR
£ 188,458,000 ) REEEBITE RO AR
434,060,000 (BEZFT—ZTFA=1+HI
AR+ AR¥265,966,0007T) °

BE-_Z——F~A=Z+tAHLEAEA EH
BITERMRBBRITEROENED BN T
2.30%E9.36% N 4.86% E5.76% (HE-Z
—ZTFERNA=ZTHLERNER  NF1.19% 2
4.86% [24.86%) 2 fEl e RZE——F A=+
H ' BRE 494,219,000 T (HHERH AR
27,304,000 (ZFE—ZTF+=A=+—0 :
4,219,000% 70 ) JIASETT A B AN - AL E Y
STESRITEFIIUARE BEBA -

Unaudited Audited

RACER &2

30 June 31 December

2011 2010

—E2——5F —ETF

ANA=TH +=—A=+—~H

RMB’000 RMB'000

AR%TR ARETTT

Within 1 year 1R 410,151 550,786
1to 2 years 1229 50,000 150,000
Total interest-bearing bank loans SFEIRITERERE 460,151 700,786

Less: Amount due within 1 year included in W ORBAETH—FR

current liabilities ZIEAFIE (410,151) (550,786)
50,000 150,000




NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (conminuen)

87 W Aok 5 T 2 A B o)

26.

27.

Other Loans

Except for other loans amounting to RMB2,667,000 (31 December
2010: RMB2,646,000) which were interest-bearing and were secured
by certain property, plant and equipment (Note 11), all other loans are
unsecured, interest-free, and with no repayment terms. Other loans
were all granted by local government authorities in the PRC for the
purpose of supporting the Group's establishment of production plants
in various locations in the PRC.

Long Term Payables

The Group's long term payables represent the amortised costs of
outstanding instalments payable for the purchase of production
equipment. The effective interest rate used for the amortisation is the

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

26.

27.

58-59

HAb B
BAEEARKE2667,000(ZFE—FF+ A
=+—H: AR®2,646,0000) EMERA
ATERBETYE  BEREEFEI)ER
N FTEEMERAEER  2ERERE
HIREX - EtER 2 HFE it B E B
BYRBAEEETRZ A RELEEREM
Bt e

T A ok I

AEE RN FORE AR E EERED
59 5% T RIS SR o 5 5 D A R
EATBBANNE - AREBOEIBLT -

Unaudited Audited

RASEX &2

30 June 31 December

2011 2010

—E2——F —E—FF

ANA=+H +=ZA=1+—H

RMB’000 RMB’000

AR®T T ARETTT

Within 1 year 1R 60,077 43,932
1to 2 years 15824 29,517 8,560
2 to 5 years 2&E54F 63,375 5,542
Total long term payables RHAE (T FIR B 152,969 58,034

Less: Amount due within 1 year included in B ETAREN B ER A

current liabilities under other payables I —F R B EFIA (60,077) (43,932)
92,892 14,102

ETREBNFREARNEENY X - BFE &R
BRI (BRE11) ©

Certain long term payables are secured by the Group’s property, plant
and equipment (Note 11).
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28. Other Financial Liabilities

28. oAty S £

Unaudited Audited
RACERZ K=z
30 June 31 December
2011 2010
—E2——5F —ETF
AA=tR +Z-A=t+—H
RMB’000 RMB'000
AR%TR ARETT
Contingent consideration HARE (a) 95,563 87,101
Present value of redemption amount AU E BRI R E R BT (b)
for potential acquisition of puttable Y iEr EE e R IRE
non-controlling interests 358,389 332,926
453,952 420,027
Notes: MisE

The fair value of the contingent consideration of RMB100,000,000
arising from the Group's acquisition of Shijiazhuang Junlebao Dairy Co.,
Ltd. (“Junlebao”) in 2010 was re-measured to RMB90,476,000 as at 30
June 2011.

The fair value of the contingent consideration of RMB6,025,000 arising
from the Group's acquisition of Shijiazhuang Junlebao Leshi Dairy Co.,
Ltd. (“Leshi”) in 2011 was re-measured to R\MB5,087,000 as at 30 June
2011.

According to the equity purchase agreement entered into among the
Group, Junlebao and the non-controlling shareholders of Junlebao, the
Group granted a put option to the non-controlling shareholders under
which the non-controlling shareholders have the right to sell, and the
Group has an obligation to buy the 49% equity interest in Junlebao after
2016. At 30 June 2011, the Group derecognised the carrying amount of
non-controlling interests of RMB219,953,000 and recognised a financial
liability at the present value of the amount payable upon exercise of the
option of RMB358,389,000 and accounted for the difference into equity.

(a)

(b)

REER-Z—SFHRBARTELENES
RARI([ELE ) MTEENRAREARE
100,000,000t A A BER Z_Z——F <A
=+ HEHTERAR0,476,0007T °

AEER-ZZ——FRBARFELELITL
EERAR (T4 TEENIAREBARE
6,025,000t AR EER_TE——FNA=1+
HEH2 /A ARES5,087,0007T °

BIEAEE  BLERBLENIFTRBET
VHRAEEWZE  ARERIEERRER D
RORHE B RO NERIFEBRBEREA
BHE RASEBEETBREBRLEIONR
HeoR-_ZT——F X NA=TH AREERE
RIFE R R E R REE AR 219,953,000
TTRBTERORESEMRENREARE
358,389,000 LR AL B ARE - WEETETA
WS o



NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (conmnuo) 60-61
8 WA A B 25 A B e )

29. Share Capital 29. AR
Unaudited Audited
RACER K%
30 June 31 December
2011 2010
—E2——F —ETF
AA=tH +TZA=1+—H
RMB’000 RMB'000
ARET T ARETT
Authorised: SETE
3,000,000,000 ordinary shares of 3,000,000,000/% &%

HK$0.1 each EHE0 BT M 319,235 319,235

Number of

ordinary shares

TEiRE e
‘000 RMB’'000
T ARETTT

Issued and fully paid: BT AR IR -

At 1 January 2011 (Audited) R-E——F—A—H(EFE®R) 1,737,988 178,679
Shares issued under equity-settled 848 LA IR 19 =2 1~ #9 B IR 42 (a)
share option arrangements LZHEITRY D 9,292 773
At 30 June 2011 (Unaudited) RZZE——FXA=+AH
(REEHEZ) 1,747,280 179,452
At 1 January 2010 (Audited) RZZ-ZF-H-HE&ER) 1,737,192 178,611
Shares issued under equity-settled 8 4% LA IR 19 =2 1~ #9 B IR 42 (a)
share option arrangements ZHERITRAD 22 2
At 30 June 2010 (Unaudited) RZE-ZTFA=+H
(REEEZ) 1,737,214 178,613

Note: BifeE -

(@  The 9,292,377 (2010: 21,897) share options exercised during the period (a) HIR&E$£9,292,377(0 (ZF—F4F : 21,8971n)
resulted in the issue of 9,292,377 (2010: 21,897) ordinary shares of the BERRREETTIE - HEBITANRA9,292,377K
Company and new share capital of RMB773,000 (2010: RMB2,000) (Z2—ZFF : 21,897 LEBREFBRAAR
and share premium of RMB161,585,000 (2010: RMB254,000). The #773,0007t(ZZT—24F : AR¥2,0007T) &
weighted average share price at the date of exercise for these options B EEARE161,585,0000 (= —Z4F -
was HK$24.88 (2010: HK$23.96) per share. AR¥254,00070) - ZEBRENRITER 2

MEFHRERTR24.88BT(ZT—FF :
23.96/87T) °
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30. Other Reserves 30. HAbf#

Movements in other reserves of the Group during the period are as

follows:

AEBER AN EMFEEZSOT

Available-
for-sale
Currency  investment Share
Share Contributed  Statutory translation revaluation option Other
premium surplus reserves  differences reserve reserve reserve
A
E%  HERE TR E
ROGE EREN LIERE 2 REEE  EARE e HtRE @t
RMB’000 RMB'000 RMB'000 RMB’000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTRE ARBTR AR®TT AR%®TR AR®Trn ARTr ARETn ARETxn
For the six months Bz-2—-fF
ended 30 June 2011 AA=THIEREA
(unaudited) (REER)
At 1 January 2011 RZZ—F—H—H 5626570 232,020 1,189,795 (292,866) 97,476 811,801 (135,627) 7,529,169
Shares issued under equity-  ARIE AR (A S0
settled share option AR LT
arrangements (Note 29@)) PR3 (15E29()) 161,585 - - - - - - 161,585
Equity-settled share option ~ LARR{A {84
arrangements B - - - - - 83,077 - 83,077
Currency translation ERREEE
differences - - = (97,909) - - - (97,909)
Transfer of share option TR AR
reserve upon exercise of ERERRERE
share options 56,289 - - - - (56,289) - -
Change in fair value AEHERENLES
of available-for-sale B HBRHE
investments, net of tax - - - - (23,089) - - (23,089)
Derecognition of puttable 42 HRERARDEEFEER
non-controlling interests BRER - - - - - - (2.809) (2,809)
At 30 June 2011 RZE——4F
~A=Z1H 5,844,444 232,020 1,189,795 (390,775) 74,387 838,589 (138,436) 7,650,024
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30. Other Reserves (CONTINUED) 30. yéﬂﬂ{%%(%)
Currency Share
Share  Contributed Statutory translation option
premium surplus reserves differences reserve
R U EE R 2 BRERE
RMB'000 RMB'000 RIMB'000 1 RMB'000 RMB'000
ARETT ARETT ARET:T ARETT ARETR
For the six months BZ-E-EF
ended 30 June 2010 AA=THILE
(unaudited) ~NMER (REER)
At 1 January 2010 RZE—TF—A—H 5,597,236 232,020 953,417 (141,981) 461,609 7,102,301

Shares issued under RERMD L8

equity-settled share g ez 30361
option arrangements Bfn (f5E29())
(Note 29(a)) 254 - - - - 254

Equity-settled share option  LARR ) St (T EOEERRE

arrangements ZH - - - - 221,561 221,561
Currency translation ERBEER

differences - - - (38,862) - (38,862)
At30June 2010 R-Z-2F

~A=Z1H 5,597,490 232,020 953,417 (180,843) 683,170 7,285,254
31. Business Combination 31. EHA D

On 17 March 2011, the Group acquired an additional 41.66% equity RZE——F=A+T+tH AEERFEF=HK
interest in Leshi, in which the Group originally had an equity interest of FELTFEINMI66% R E  MASEREESR
22.41%, from third parties. Leshi is mainly engaged in the production 2241 %t o SR E 2R ELEEIH M o W
of dairy products. The acquisition was made as part of the Group's BRASEBERNENFBEBRIERTSHEN
strategy to expand its market share of yogurt products in the PRC. RO —BD c ZWENRSEAZM - He
The acquisition was made in the form of cash, with RMB50,907,000 AR #50,907,000t R BEE B - EHAR
paid at the acquisition date and the remaining RMB6,025,000 as #6,025,0007C A ARME - o5 L0y B O L
a contingent consideration, which is to be paid in 2014 if certain Hiem = FEIE TEEEEKRS - IR
operating results criteria can be achieved by Leshi over the three years Z—FET e

subsequent to the acquisition date.
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31. Business Combination coxrtmuen)

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

identifiable net assets.

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

date of acquisition were as follows:

31. B @)
75 5 IR R 1 LA B 115 Y S0 ) AT S )
FEERAT 2R A IR AR I R AE RS o

RUEE RGN AHIEERBENA BN
T

Fair value
recognised on
acquisition
U EER
RN ARE
RMB'000
ARETT
Assets BE
Property, plant and equipment M - BE RE 43,680
Construction in progress EETE 10,994
Land use rights T fsE FRAE 6,179
Other intangible assets HtEREE 2,938
Available-for-sale investments A ERE 1,000
Cash and bank balances Re RIRTTHETT 54,175
Trade receivables FEU AR X 430
Prepayments and deposits TR EERE 2,714
Other receivables H IR 97
Inventories 7E 7,307
129,514
Liabilities =N
Trade payables L (21,779)
Accruals and customers’ deposits EREAREF & (1,409)
Other payables H AR (26,611)
Interest-bearing bank loans STERITER (19,500)
(69,299)
Total identifiable net assets at fair value BARBIRIER ZEELLE 60,215
Non-controlling interests' proportionate share of FEFERRAR R D (R AT B 5 Bl
identifiable net assets FEE (21,635)
Acquisition-date fair value of the Group's initial 22.41%  ZREBR U B B 248522 .41 % IR HER)
equity interest in Leshi DiE (13,494)
Goodwill arising on acquisition (Note 13) W E £ A2 (F5E13) 30,823
Purchase consideration BERE 55,909
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31. B @

31. Business Combination (coxtmuen)

The fair value of the trade receivables and other receivables as at
the date of acquisition amounted to R\VIB430,000 and RMB97,000,
respectively. The gross amount of trade receivables and other
receivables were RMB430,000 and RMB97,000, respectively.

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

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

The fair value of the contingent consideration of R\MIB6,025,000 was
recognized at RMB5,002,000 as at the acquisition date and then
remeasured to RMB5,087,000 as at 30 June 2011. This was dlassified as
other financial liabilities.

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

follows:

AU AR ERER R E N FIE AR ESD
Al A AR 430,0007T 2 A R#97,0007T © FE
IR 3R e HoAh FE R TE B & B D BB AR
#430,0007T & A R #97,0007T ©

REBERZUBELEZHHRA AR 12,000
TC o ZERXHUABRERA FMBRELFA
TTHRER -

AR #30,823,0007T 2 B EETEHNRZKREE
ERRERENEE - BRI ERE
B mE ST AR

AR IBAREE6,025000 T AR ED NI
HiERBARES,002,000 R EBER -T——
FRA=THEN:T=ERARES,087,0007T °
InEAHEMERBE -

BRYBLERNRSREDTNT

RMB'000
ARBTT
Cash consideration HERE 50,907
Cash and bank balances acquired FTU B IR & IRTT 4T (54,175)
Net inflow of cash and cash equivalents included in BRERAETHEENRSREANL
cash flows from investing activities ReRA2EEWERA (3,268)
Transaction costs of the acquisition included in BREREEEEANRSREANN
cash flows from operating activities Wi 22 A 12
(3,256)

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

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

BEWEE  BARNEEEE_T——F X
B=+tBItNEAPENEEERGAFED
B E B AR %91,331,0007T M A R #5,346,000
775 o

BEEHRBIEE  AEBRHERHEKRAR
AERBEES R AARKE18,621,087,0007T &
AR#892,870,0007T °
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32.

33.

Contingent Liabilities

The Group is contingently liable in respect of loan guarantees
granted to certain banks in favour of certain suppliers of raw milk
(the “Suppliers”). The amount of the guarantees granted as at 30
June 2011 was approximately RMB1,104,000 (31 December 2010:
RMB2,500,000). All of the above guarantees are cross-guaranteed and
secured by assets owned by the Suppliers who are independent third
parties. Security under these counter-guarantees included property,
dairy cattle and other assets owned by the Suppliers.

Capital Commitments

The Group had the following outstanding capital commitments in
respect of the purchase and construction of property, plant and
equipment as at the balance sheet date:

Contracted, but not provided for BEETHB KRB R

32.

33.

BARAME

REBUETRASNHEER((HER]) AR
wmA A TRITREHERER Bt AEE
BAESKREE - RZ2T—F R A=1+8 -
EREHERBEELH R AR1,104,0007T (=
Z-EF+=-A=+—H : AR¥2,500,000
T REREE(BBIE=R)HU AR
RETRERT AR EMEGHEEIFER
RERHEBFRLEERESHEENME - L4
REMEE -

B AR
REER  AEEERBESENERZDE - BE
MR BB ARFAENT

Audited

EmZ

31 December
2010
—ZE—FTF
+=-—A=+—-H
RMB’000
AREETIT

Unaudited
RISEZ
30 June
2011

—E——f
AA=+H
RMB’000
AR®T T

594,833 527,900
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34. Related Party Transactions 34, BN LR S
The Group had the following material transactions with related parties AREERPERNEBFHA T ETUTERRS
during the period. In the opinion of the directors, the transactions EERRZERSNEABEBBIEPMET -

were conducted in the ordinary course of business.

Unaudited
REREEX

For the six months ended 30 June

BEAA=THILEANER

2011 2010
—E2——F —ETF
RMB'000 RMB'000
ARYT T ARETT
Sale of liquid milk products to associates ~ [EA % B 446 R AL 1 (i) 2,292,739 2,227,841
Sale of ice cream products to associates (A EE S N B $E B KR E (i) 221,160 307,983
Sale of other dairy products to associates  [m1B§ A FSHE it FL &R (i) 7,687 16,460
Sale of raw materials to a [F) H [R5 4 B 88 S & R R (i)
jointly-controlled entity 28,433 29,428
Purchase of raw materials from affiliates of RIAQA T —Z X EREH (i)
a major shareholder of the Company BB N AR R AR 113,074 59,343
Purchase of liquid milk products AR N RIER SR B8 O A an (i)
from an associate 42,445 -
Purchase of ice cream products [ B B BRI KOO 0)
from an associates 33,082 42,667
Purchase of raw materials from a ) L[R5 1 B BE EREE R v R (i)
jointly-controlled entity 79,306 8,514
Provision of guarantees to a [t [E] 1 ) B e R (R
jointly-controlled entity 35,000 70,635
Provision of guarantees by a partner of a BRI TS EN
jointly-controlled entity AR 67,104 67,824
Key management compensation FEEIE A BRRIMN (iif)
—directors’ fees -EE=Me 455 207
— salaries and allowances - FeMEah 4,514 3,963
— retirement benefit contributions — Rt 198 130
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34. Related Party Transactions contmuep)

35.

Notes:

@)

(i

(iii)

(iv)

The considerations were determined with reference to the then prevailing
market prices and the prices charged to third parties.

Such transactions were conducted at cost, which approximated to the
prevailing market price of the raw materials.

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

During 2006 to 2011, certain directors and senior executives were
granted share options in respect of their service to the Group under
the share option schemes of the Company. In accordance with IFRS 2,
share option benefits represent the fair value at the grant date of the
share options issued under the share option schemes of the Company
amortised to the condensed consolidated income statement during the
period disregarding whether the options have been vested/exercised
or not. During the period, the share option benefits relating to the
share options granted to these directors and senior executives were
approximately RMB19,014,000 (2010: RMB42,588,000).

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

were approved and authorised for issue by the board of directors on
30 August 2011.

34. BN 122 5 a0

B o

(0}

(ii)

(iii)

(iv)

EBRILVSEERTHERRERE=ZTNER
BE -

WERZEAABE(NBRMEHTE)ETT

IZERASNBMEENRAN FARRE
FMERERENME

RIEERFE_T——FHM BETEER
BRITBRABRAANEEREREMERAA
A AGERT ZI B TR L E - BIBRBMRE ISR
HEANFE2 - BIRERAIRIRA A R EIRET
EIFTETHBRENEE BN AAE - BN
EREPEAFIERATINEY MRS
BRESESERE 11E - RN - BERTZ
LEERHRITHRABERENERERND
BARY19,014000L (= —ZF : AR
42,588,0007T) ©

35. M A s R Y At i
ARGEEMRGATHHEREN =T ——
FNASTBEEER LRI -
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