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CORPORATE
PROFILE

China Mengniu Dairy Company Limited and its
subsidiaries manufacture and distribute quality dairy
products in China. As one of the leading dairy product

manufacturers in China, Mengniu offers a diversified product

portfolio, including liquid milk products (such as UHT milk, milk
beverages and yogurt), ice cream, milk formula and other dairy products
(such as cheese). During the first half of 2014, Mengniu remained first in
market share of liquid milk, UHT dairy products and chilled dairy products,

according to Nielsen Company. In March 2014, Mengniu became a Hang Seng

Index constituent, making it the first blue chip Chinese dairy product manufacturer.
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ARER

Board of Directors
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Stock Code
Hong Kong Stock Exchange 2319

Investor Relations Contact
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29th Floor, Block A, IFC
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Beijing, China

Email: info@mengniuir.com

Website: www.mengniuir.com
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Place of Business in Hong Kong
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Hong Kong
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Legal Advisors
As to Hong Kong Law
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HIGHLIGHTS
S

2014 2013 Change
—E-mF —T—=F i
RMB’000 RMB’'000 %
Restated*
For the six months ended BEANA=THIEAEAR AR¥F AREETTT Bt
30 June (Unaudited) (REER) 4% 55 it *
Revenue WA 25,835,834 20,667,898 25.0%
Gross profit ESAl 8,381,818 5,518,775 51.9%
Profit attributable to owners of RAEHB AR BN RS
the Company for the period 1,048,609 749,494 39.9%
Earnings per share (RMB) FREBMN(ARET)
— Basic — &K 0.540 0.419 28.9%
— Diluted — % 0.534 0.419 27.4%
*  Certain amounts stated above do not correspond to the interim * FETHREUYAHE-_T-=FXA=1
condensed consolidated financial statements as at 30 June 2013 H &) BARSBRAR A BT IS 3Rk M R HA B
but reflect the adjustments made as described in Note 9 to the IR M EOFTIL 2 FTTEFEE -
Interim Financial Statements.
e Mengniu has achieved stable growth through continuous o FEBELH BWERALER S EEER
innovations in terms of marketing, business model and %ﬁ hRHEEE  BERES  BRE

products, expansion of sales channels and streamlining the 2=
product portfolio

e Mengniu has made efforts in integrating the businesses with o M HREEKEENEKES  EHERE
its strategic partners and refining its business coverage by BB NI ER - TEEKRE C B
focusing on the development of UHT, chilled and milk formula EAEXF%EPF)T%I"\EE’] %ﬁ;fﬁﬁ:’&
businesses, with a view to becoming an innovation-led food
company offering nutrition and health

e With an aim of establishing a win-win ecosystem, Mengniu o AfTSEFHEH G EERB A EZ - MR
has strengthened its efforts to build milk sources. Milk TR - BARIEL - ELETIRLFE
sources provided by ranches and scaled farms reached 94%, 94% - EIITH
maintaining the top spot in the industry

e With clear brand value and product positioning, Mengniu has e LAl —26— @47 |RIEITE) - HERBTFR

built its brand image through the branding campaign “A Drop B BEMGMEENERTENM - MNEEE
of Goodness” and increased spending in digital media. Star HEBHIIRA - HE MR EE MM RIART

brands and opportunity brands performed notably well

e Data from Nielsen Company reveals that Mengniu’s liquid milk, o FERHATNBIERT @ SHEREY - F8
UHT dairy products and chilled dairy products retained their IEMREBARGHM SO BEERET
leading position in terms of market share HE—

e The dairy industry posted steady growth. In particular, o ZBIITEZRREDLEGT  CHSRED(E
liquid milk (including UHT milk, milk beverages and yogurt) %UHTWJ FLERAE - B RIFIERAEE -
maintained growth momentum with a clear trend of AR S im B
gravitating towards the high-end segment
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HIGHLIGHTS &

Revenue by Product Mix Revenue by Product Mix in Liquid Milk Segment
For the six months ended 30 June For the six months ended 30 June

BEmMED ZWA BRBINERS S ZBA
BEAA=1THLXEA BZEAA=1THIL~EA

RMB Million RMB Million

AREEET AREEET

Liquid Milk Ice Cream \ UHT Milk Milk Beverages Yogurt
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEN W R DT

Market Review

In the first half of 2014, the tight supply of raw milk has turned
around and the dairy industry has continued to steadily grow. In
particular, liquid milk (including UHT milk, milk beverages and
yogurt) maintained growth momentum with a clear trend towards
the high-end segment, while organic milk, lactobacillus drinks and
UHT yogurt witnessed strong growth. Meanwhile, the growth of
the milk formula industry has slowed down in the first half of the
year. To ensure the safety of dairy products and restore consumer
confidence, the PRC government is tightening regulations over the
dairy industry. In the long run, the dairy industry in China should
develop on a healthy and orderly track and the trend of weeding
out the weak players will continue to strengthen.

Currently, the per capita consumption of dairy products in the PRC
is less than one-third of the world’s average. With the accelerated
urbanization, increase in disposable income and rise of awareness
among consumers, the total consumption of dairy products in
the PRC is expected to keep on increasing and the consumption
structure is expected to undergo transformation and upgrade. The
immense development potential has attracted capital inflows into
dairy-related industries.

During the period, the supply of domestic raw milk increased while
the price of raw milk declined in contrast with the price hike last
year. The decrease in the cost of raw milk helped downstream dairy
enterprises improve their gross margins.

Business Review

In 2013, with the strong support from its major shareholder COFCO
Group, Mengniu forged a number of mergers and acquisitions as
well as strategic partnerships. In the first half of 2014, Mengniu
undertook integration of its businesses with its strategic partners
and continued to strive for innovation in its marketing, business
model and products. Mengniu also improved its management
efficiency by streamlining processes, systems and products, while
developing an open and transparent culture by enhancing internal
and external communications and transparency.

According to the data released by Nielsen Company, Mengniu
remained first in market share of liquid milk, UHT dairy products
and chilled dairy products during the first half of 2014. Star brands
such as Milk Deluxe, Yoyi C, Fruit Milk Drink, Champion and Future
Star continued to lead the market with high popularity among
consumers, while opportunity brands, including Just Yoghurt and
Deluxe, and the new product Minion Banana Milk maintained
strong sales growth.

6 China Mengniu Dairy Company Limited Interim Report 2014
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MANAGEMENT DISCUSSION AND ANALYSIS B Ertmm &k o217

Mengniu was recognized by the industry, capital market and media
for its overall sound performance. During the period, Mengniu
was ranked as one of the “Best 50 Performers in China” at the
Global Entrepreneur Annual Conference. Mengniu was included
among the “Global Dairy Top 20" list released by Rabobank for
the sixth consecutive year and was in the Fortune China 500
for the fifth consecutive year. Mengniu also received the “Best
Investor Relations” award from Institutional Investor, one of the
most influential financial magazines. The award was assessed
and selected by polling more than 800 buy-side fund managers,
researchers and more than 600 sell-side analysts. This prestigious
accolade testifies to the strong confidence of international investors
in the future development of Mengniu.

Moreover, Mengniu was selected as one of the “2013 Top 100
Chinese Light Industry Enterprises”, the “Top 100 Enterprises for
Marketing Capability” and the “Top Ten Enterprises in the Chilled
Beverage Industry in China” by the China National Light Industry
Council and ranked 102" among “China’s 500 Most Valuable
Brands” compiled by the World Brand Lab with a brand value of
RMB18.833 billion.

Strategic Cooperation and Integration

-  Chilled business: Danone S.A. and its subsidiaries
(collectively known as the “Danone Group”)
As at 27 March 2014, Mengniu has completed placing its
shares to Danone Group, the world’s largest fresh dairy
enterprise. With its shareholding in Mengniu raised from 4.0%
to 9.9% of the enlarged share capital, Danone Group has
become the second largest strategic shareholder of Mengniu.

In June, Mengniu and Danone Group established a joint
venture, Inner Mongolia Mengniu Danone Dairy Co. Ltd.,
("Mengniu Danone”) with a view to integrating their chilled
dairy business in China. As one team, Mengniu Danone shares
the same vision of becoming the leader of the chilled dairy
industry in China, with the target of increasing the per capita
consumption and market share, while offering consumers safe
and high-quality products through a more diversified product
portfolio.
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MANAGEMENT DISCUSSION AND ANALYSIS B Ertmm &k o 17

Mengniu Danone has streamlined the product structure and
focused on the marketing of three high-margin brands —
Yoyi C and Champion under Mengniu and Bio under Danone
Group. Apart from reinforcing the product strengths, Mengniu
Danone has also actively conducted new product research
and development to meet the needs of different consumers.
Moreover, Mengniu Danone has enhanced its operating
efficiency and lowered its operating costs by improving the
asset utilization ratio, strengthening economies of scale and
prudently managing its costs and capital expenditure.

Since February, the operations experts of Danone Group in
the Asia-Pacific region have been dispatched to the chilled
plant in Ma'anshan City, Anhui Province to collaborate with
Mengniu in launching the efficiency enhancement project,
with a view to keeping food safety and quality abreast of
the international standards. Key performance indicators
have also been established to gradually enhance operational
practices in all of the plants. The Ma’anshan plant has been
upgraded in accordance with the global production and
quality management standards of Danone Group. Since early
June, certain products under Bio have been produced at the
Ma‘'anshan plant. With the Ma’anshan plant as the pilot
project, Mengniu plans to train the staff at other chilled plants
with a view to bringing the operating efficiency of Mengniu's
plants to world class levels.

In the second half of the year, Mengniu Danone will gradually
upgrade all of its chilled plants to international operation
standards by implementing seven key projects, including
upgrading operating efficiency “from good to great”, quality
management training, improvement in product research and
development, new product innovation and improvement,
sales breakthrough in key markets for chilled products,
breakthrough in key strategic products as well as bolstering of
its reputation.

8 China Mengniu Dairy Company Limited Interim Report 2014
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MANAGEMENT DISCUSSION AND ANALYSIS B Ertmm &k o217

Arla Foods

On 26 April, the China-Denmark Milk Technology Cooperation
Center — the first national dairy project led by the ministries of
agriculture of China and Denmark — formally debuted in the
COFCO Nutrition and Health Research Institute in Beijing. Arla
China Innovation Center, which focuses on developing cheese
products for Chinese consumers, was also inaugurated at the
same time and place. The China-Denmark Milk Technology
Cooperation Center, already in operation, and the newly
established Arla China Innovation Center marked another
milestone in the close collaboration among the COFCO Group,
Mengniu and Arla Foods. The location of the two centers at
the COFCO Nutrition and Health Research Institute facilitates
the three parties in consolidating their experiences and
resources, thereby further strengthening their collaboration.
Mengniu will conduct further research and innovation in food
nutrition and health with the aid of the research strengths that
COFCO Group has accumulated over the years. By introducing
advanced Danish technologies in dairy breeding, product
processing and packaging, Mengniu strives to produce and
provide safe, tasty and high-quality products to consumers.

As the exclusive distributor of Arla Foods in the PRC, Mengniu
principally cooperates with Arla Foods in the import business.
During the period, Mengniu has significantly reduced the
number of products under Arla Foods and optimized its brand
structure while introducing its cheese and butter products.
Mengniu will launch UHT milk for kids imported from Arla
Foods in August. Mengniu and Arla Foods entered into an
agreement, pursuant to which Arla Foods will endorse the
high-end Merla series under the Scient brand of Yashili by
cooperating with Yashili in a new infant milk formula series,
Arla Merla, which is expected to be introduced to the Chinese
market through direct import by the end of the year.

Arla EKEE
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MANAGEMENT DISCUSSION AND ANALYSIS B Ertmm &k o 17

Milk formula business: Yashili International Holdings Ltd
("Yashili”, stock code: 1230)

With control over 76.58% of the equity interest in Yashili,
Mengniu aims at turning Yashili into its infant nutrition product
platform. During first half of 2014, Yashili has reformed its
marketing model by actively implementing a membership
system with the support of a technical and data platform.
The reform is intended to rationalize the product value chain,
increase interaction with consumers, solidify the professional
foundation of its operations and enhance its capability of
service precision with a view to expanding the customer base
and reinforcing its market position.

Meanwhile, Yashili has actively explored and streamlined its
channels and specifically strengthened the development of
the mother and baby channel and network, thereby increasing
market share in that channel. Yashili has also set up an
e-commerce team to expand the e-commerce and online
shopping business and has developed products exclusively for
the e-commerce channels in order to create a new growth
point.

In the second half of the year, Yashili is continuing the reform
of its marketing model, expanding sales channels, building up
a sophisticated brand portfolio as well as enhancing product
research and development, overseas project construction,
internal optimization and performance assessment
management, thereby enlarging its market share and raising
its profitability.

Plant-based nutrition product business: The WhiteWave
Foods Company (“WhiteWave")

On 6 January 2014, Mengniu and WhiteWave, a packaged
food and beverage company in North America, announced
that they would acquire 100% of the equity interests in Yashili
(Zhengzhou) Nourishment Co., Ltd. (“Yashili Zhengzhou") for
a consideration of RMB376.66 million.
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MANAGEMENT DISCUSSION AND ANALYSIS B Ertmm &k o217

Mengniu and WhiteWave have completed the acquisition of
Yashili Zhengzhou through a joint-stock company established
at the end of April, with Mengniu and WhiteWave holding
51% and 49% of the joint-stock company respectively. The
joint-stock company is mainly engaged in the manufacturing,
packaging and distribution of nutrition products in the PRC.
Since early April, the joint-stock company has been engaged in
preparation works for factory production, conducting technical
upgrades for Yashili Zhengzhou. The joint-stock company has
also embarked on product research and development as well
as devising brand positioning and marketing strategies. Plant-
based protein beverages are planned to be launched by the
end of the year to explore the high-end plant-based protein
beverage market in the PRC and enrich Mengniu’s product
lines.

Quality Management

The “four carriages” of Mengniu’s quality management system,
namely the quality and safety management system and three
quality management centers on milk sources, operations and sales
respectively, continued to ensure end-to-end food quality and
safety. With a unified direction and key focus, the “four carriages”
have coordinated to form an inspection team across milk source
suppliers and the retail-market in order to identify and solve
problems on a timely basis.

The quality and safety management system and the quality
management center on milk sources have worked closely together
to foster the establishment and operation of the milk source
technical standard system. A set of industrial standards has been set
up by standardizing and improving seven aspects, including regional
risk, source suppliers, safety of milk sources, factory management,
laboratory capabilities, control over substandard milk and supplier
management. To improve milk quality, Mengniu has helped
dairy farmers perfect the proportion of dairy cows and fodder
by adjusting the formula and conducting experiments and tests.
Mengniu has also adopted a uniform pricing model for all suppliers
and conducted assessment to further ensure the quality of raw
milk, with an aim to provide consumers with “a drop of goodness”.

The quality management center on operations has improved
efficiency through implementing numerous quality innovations and
refinements without compromising quality. For instance, the raw
milk microorganism quick testing machine can significantly reduce
the substandard products, and the commercial sterile quick testing
method can substantially decrease the testing time.
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MANAGEMENT DISCUSSION AND ANALYSIS B Ertmm &k o 17

The quality management center on sales has strengthened the
training and assessment of frontline staff through an online
examination platform to ensure that safety operational standards
have been put into practice. Besides, Mengniu has embarked on
establishing a quality management system over its chilled cold-chain
business at retail end. The review of the warehouse management
and cold-chain business has been completed, while the resources
allocation, consumer management, key performance indicator
management and marketing work have been initiated.

Raw Milk Sourcing

Mengniu continued to refine the structure of milk sources and
ensure the quality of raw milk with the aim of strengthening the
product quality from its sources. Mengniu’s milk sources provided
by ranches and scaled farms reached 94%, maintaining the top
spot in the industry.

With an aim of establishing a win-win ecosystem, Mengniu has
facilitated the development of milk source bases in China towards
an intensive, scaled and modernized way in order to create its
strategic core assets. New reforms were implemented to best match
milk sources with production capacity and product structure. The
proportion of small- and medium-sized ranches was increased to
facilitate the upgrading of milk source bases. With reference to Arla
Gaarden’s ranch management model, Mengniu has also assisted
suppliers in enhancing their operations and breeding efficiency
through aligning with international standards. A resource platform
was set up to help the suppliers select high-quality vendors and
lower their procurement costs. Through the platform, Mengniu also
strengthened its upstream quality control and ensured the quality
of its raw milk.

Mengniu has also established a model ranch with reference to
the ranch management experience of Arla Foods, as seen in the
construction of cowsheds and optimized management of milking.
To raise the management level of ranches, Mengniu also set up the
“University of Ranchers”, the first-institution-of-its-kind, to provide
theoretical and practical training to the managerial staff of large-
and medium-sized ranches.
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Sales Channels

Mengniu has continued to implement and refine the sales
operations model comprising Center Business Unit (“CBU"),
Regional Business Unit (“RBU") and branch company direct
operations. The number of frontline staff has been increased to
reinforce sales terminal management with an aim to strengthen
CBU’s control over the channels and retail-end. Certain major
sales regions were further divided to extend the market coverage
and deepen the penetration of RBU in order to better support
distributors in third- and fourth-tier cities to improve their sales
performance. Branch companies were further consolidated to
raise the profitability and retail-end service capabilities in first-
and second-tier cities. Mengniu has gradually established regional
marketing and operational centers in Beijing, Tianjin, Chengdu
and Hohhot by establishing regional sales platforms and setting up
regional subsidiaries. In the meantime, by focusing on enhancing
the overall operational capability of distributors and streamlining
the sales channel segmentation, Mengniu bolstered the quality and
expansion effectiveness of its channels.

Mengniu has adopted an innovative and a proactive approach
towards modern sales channels. The three-level key account
(KA) service team includes the headquarters-based client team,
the regional team and the distributor team. Through this new
structure, the KA team has extended its role from a supplier of
products to a strategic partner of retailers through cooperation in
the management of product categories to enhance the service and
efficiency of KA team’s support. Besides, the development of the
KA-EPOS intelligent data system has led to considerable labor cost
savings and created a sophisticated data-based sales management
model for Mengniu.

Horizontally, Mengniu has also developed catering and special
channels to expand its sales network. Moreover, Mengniu has
proactively launched the e-commerce business and its products
have already covered the mainstream e-commerce platforms.
Mengniu’s e-commerce platform has played a crucial role in new
product promotion and consumer insights, which was conducive to
precision marketing and lowering marketing costs.
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Branding Strategy

In response to market evolution, Mengniu continued to streamline
the number of products and optimize its brand structure by
categorizing the brands into star brands, backbone brands, profit
contributor brands and opportunity brands. Mengniu pooled
more resources to promote its key products and interact precisely
and profoundly with targeted consumers. Through consuming
Mengniu’'s products and visiting Mengniu’s plants, consumers’
understanding of and trust in Mengniu’s brand was enhanced.
Adhering to its brand value and product positioning, Mengniu has
actively built the brand image of its parent brand and interpreted
the brand proposition “Little Happiness Matters” through “A Drop
of Goodness”.

In terms of media advertising, in view of the trends of media
development and the media habits of targeted consumer groups,
Mengniu has increased its investment in digital media, which has
effectively enhanced the return on investment. By tapping mobile
network and social media, Mengniu has extensively interacted
with consumers and fully benefited from the positive effect of
relationship chain dissemination on brand enhancement.

The successful use of new media has greatly reinforced the
creative branding activities of Mengniu. During the period under
review, Mengniu has garnered several major advertising awards
for its successful brand marketing activities, including the “China
Advertisement Effectiveness Case Award”, “The 6t China
Advertisers JinYuan Award (Network category) — Silver”, “The Tiger
Roar Award for Traditional Media in China (Beverage category) —
Outstanding Achievement Award” and “2014 Content Marketing:
Best Sound Effect for Variety Show Contents — Gold”.

For Fruit Milk Drink, partnering with the popular variety show /
Am a Singer of Hunan Satellite TV, Mengniu went far beyond
the conventional practice of embedded advertising by tactfully
combining the brand elements with the show. High engagement
with consumers using new media effectively promoted the image
of the brand. After the campaign, the Weibo followers of Fruit Milk
Drink increased to 2.4 million and more than 620,000 interactions
were recorded on its WeChat account, doubling the average in
the industry. Both the market share and brand awareness were
significantly enhanced.
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Taking advantage of the fast-growing opportunity for pro-biotic
beverages, Mengniu launched the “The Detox Team Summoning
Order” marketing campaign for Yoyi C on TV, outdoor and digital
platforms. The campaign was to promote the product feature
of "healthy exercise for the intestines with 30 billion active C
bacteria”. By targeting six groups of people who may need intestine
exercises and making use of cute bottles, “The Detox Team” quotes
and creative videos, this campaign succeeded in attracting wide
attention and participation as well as boosting the brand influence,
setting a very successful example of content marketing.

Just Yoghurt is Mengniu’s key high-end UHT yogurt product. Its
brand philosophy of zero additives was widely promoted on a
number of online and offline platforms. On 18 May, Mengniu
attracted more than 110,000 participants in ten cities in the PRC to
set a Guinness World Record for the “Yogurt Tasting Survey with
the Most Participants”, which has earned Just Yoghurt and the
parent brand Mengniu positive market feedback.

Management System

Adhering to its Five-Year Strategic Plan, Mengniu has introduced
the state-of-the-art SAP system to boost its management capabilities
in six aspects — precision marketing and in-depth sales channel
management; integrated management platform for business and
finance; responsive synergetic system for production, supply and
sales; integrated quality management and refined quality tracking;
rational industrial planning as well as efficient management on
procurement and logistics. The aim of the SAP system is to enhance
operating efficiency and its competitiveness.

The SAP project includes an Enterprise Resource Planning (ERP)
system, a Customer Relationship Management (CRM) system,
an Advanced Planning Optimization (APO) system, a Distributor
Management System (DMS), a Sales Force Automation (SFA)
system, a Transportation Management System (TMS) and a Business
Intelligence (BI) system. The project is being implemented in three
stages, with the first phase focusing on ERP and CRM.

In March, the trial run of the ERP system was completed in some of
the plants. This has yielded benefits such as integrating Mengniu’s
operations and finances, enhancing effectiveness and providing data
support to management for quick analysis and decision-making.
The ERP system was first used in four major product categories,
namely UHT, chilled, ice cream and yogurt, by monitoring the eight
systems of milk sources, procurement, planning, production, sales,
logistics, quality and finance.
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Trial operation of the CRM 2.0 system was also finished in certain
key sales regions in the same month. The sales management
professionalism of Mengniu was greatly enhanced through more
thorough management in sales task planning and promotion
expenses, and multi-dimensional analysis of the profits and losses
of the Mengniu brand. The trial operations have covered the
management of sales network, customer portal, planning task and
promotion expense, etc.

Financial Review

Revenue

Mengniu continued its adjustments to its internal structure and
streamlining its product portfolio in order to utilize resources more
effectively on key brands. These efforts have yielded significant
results with the support of innovative marketing initiatives. As
the Group has carried out a series of reforms to stimulate organic
growth, in addition to the revenue contribution of RMB1,545.7
million from Yashili given that it was consolidated into Mengniu
since August 2013, the Group’s revenue for the six months ended
30 June 2014 grew by 25.0% vyear-on-year to RMB25,835.8
million (2013: RMB20,667.9 million). Excluding Yashili, the Group's
revenue rose by 17.5% to RMB24,290.1 million. The products
with a greater contribution to revenue growth were Milk Deluxe,
Future Star, Fruit Milk Drink, Yoyi C and Champion, while Yoyi C,
Champion and Just Yoghurt achieved strong growth.

Gross Profit

Raw milk prices dropped from the high levels recorded at the
beginning of the year due to the increase in domestic supply of
raw milk. The decrease of the costs of raw milk, together with the
price increase of Mengniu’s products at different times since the
beginning of last year, led to further growth of the Group’s gross
profit for the period. The Group has been proactively grasping the
trends of market development. Efforts were made to restructure
product portfolio and develop high-margin products. As a result,
the gross profit of the Group for the six months ended 30 June
2014 increased to RMB8,381.8 million (2013: RMB5,518.8 million),
while gross margin reached 32.4%, an increase of 5.7 percentage
points as compared with the same period last year. Excluding
Yashili, the Group’s gross profit was RMB7,548.6 million, while
gross margin rose 4.4 percentage points year-on-year to 31.1%.

The gross profit contribution from Yashili to the Group for the
period amounted to RMB833.2 million (2013: N/A).
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Operating Expenses

The Group has modified its strategies on expenditures in response
to market conditions. As a result, operating expenses rose to
RMB7,415.4 million (2013: RMB4,744.2 million), representing
approximately 28.7% (2013: 23.0%) of the Group’s revenue.
Excluding Yashili, the Group's operating expenses were RMB6,716.8
million, representing 27.7% of the revenue excluding Yashili.

Due to the greater investment in sales channels in response to
market competition, selling and distribution expenses increased by
54.9% to RMB5,897.1 million (2013: RMB3,806.9 million), and
its percentage to the Group’s revenue increased to 22.8% (2013:
18.4%). Excluding Yashili, the selling and distribution expenses of
the Group were RMB5,325.2 million, representing 21.9% of the
revenue excluding the contribution of Yashili, up 3.5 percentage
points year-on-year.

The Group’s continued increase in its investment in digital media
and offline marketing activities led to an increase in advertising
and promotion expenses of 111.8% to RMB2,860.6 million (2013:
RMB1,350.9 million) for the period, and its percentage to the
Group’s revenue increased to 11.1% (2013: 6.5%). Excluding
Yashili, the Group’s advertising and promotion expenses rose by
98.1% to RMB2,675.7 million, representing 11.0% of the revenue
excluding Yashili's contribution, up 4.5 percentage points year-on-
year.

Administrative and other operating expenses increased by 62.0% to
RMB1,518.2 million (2013: RMB937.3 million), and its percentage
to the Group's revenue increased to 5.9% (2013: 4.5%). Excluding
Yashili, the Group’s administrative and other operating expenses
was RMB1,391.6 million, representing 5.7% of the revenue
excluding Yashili's contribution, up 1.2 percentage points year-on-
year. The increase was mainly a result of the increase in provision
for inventory of raw materials, the grant of restricted shares and the
negative impact resulted from fluctuations in foreign exchange rate.

Profit from Operating Activities and Net Profit

Despite the growth in revenue and gross profit being partially
offset by the increase in cost and operating expenses, the Group’s
earnings before interest, taxes, depreciation and amortization
(EBITDA) increased by 35.8% to RMB2,041.9 million (2013:
RMB1,503.6 million), while the EBITDA margin grew to 7.9% (2013:
7.3%). Excluding Yashili's contribution, the Group’s EBITDA was
RMB1,793.4 million, and the EBITDA margin rose to 7.4%.
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Profit attributable to owners of the Company amounted to
RMB1,048.6 million (2013: RMB749.5 million), representing a year-
on-year growth of 39.9%. In particular, the profit contribution from
Yashili to the Group amounted to RMB117.6 million. Basic earnings
per share amounted to RMB0.540 (2013: RMB0.419), representing
a year-on-year increase of 28.9%.

Capital Expenditure

During the six months ended 30 June 2014, the capital expenditure
(CAPEX) of the Group amounted to RMB1,485.1 million (2013:
RMB3,715.4 million), representing a 60.0% decrease year-on-
year. The CAPEX for the first half of 2013 included an amount of
RMB2,537.0 million for the acquisition of equity interests in China
Modern Dairy Holdings Ltd (stock code: 1117). The CAPEX of the
current period was used for: construction of production plants and
procurement of equipment amounting to RMB1,387.1 million;
purchase of biological assets amounting to RMB40.18 million and
the equity investment expenses amounting to RMB57.8 million. The
Group has adopted a prudent policy in its CAPEX so as to lay a solid
foundation for future development. Excluding Yashili, the CAPEX of
the Group was RMB1,077.2 million.

The CAPEX of Yashili amounted to RMB407.9 million, which was
mainly used for the construction of the plant in New Zealand.

Working Capital, Financial Resource and Capital
Structure

The Group’s net cash inflow from operating activities decreased to
RMB1,546.5 million (2013: RMB2,331.6 million). The decrease was
primarily attributable to an increase in raw material inventory.

As of 30 June 2014, the Group’s net borrowings (cash and
bank deposits net of total bank loans and bonds) amounted
to RMB1,307.9 million (31 December 2013: net borrowings of
RMB4,595.5 million). Excluding Yashili, the Group’s net borrowings
were RMB1,759.7 million.

On 27 March 2014, Mengniu announced the completion of the
placement of shares to Danone Group with proceeds of HK$5,152.5
million (approximately US$665.0 million), which were used to repay
the related outstanding amount of loans for the acquisition of
Yashili and other outstanding corporate debts in order to improve
Mengniu’s capital structure. As of 30 June 2014, the Group's
outstanding bank loans and bonds were reduced to RMB9,984.6
million (31 December 2013: RMB11,697.0 million). Excluding
Yashili, the Group’s outstanding bank loans and bonds amounted
to RMB9,430.3 million (31 December 2013: RMB11,697.0 million).
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In May, the Group has closed a US$200 million 3-year syndicated
loan facility. The facility marks the Group’s debut in the offshore
syndicated loans market. The funds were used for refinancing the
existing debts of the Group.

The total equity of the Group was RMB23,230.5 million as of 30
June 2014 (31 December 2013: RMB18,011.1 million), while the
debt-to-equity ratio (total bank loans and bonds over total equity)
was 43.0% (31 December 2013: 65.0%).

The Group's finance costs amounted to RMB176.2 million (2013:
RMB33.71 million), accounting for approximately 0.7% of the
Group’s revenue (2013: 0.2%). Excluding Yashili, the Group's
finance costs were RMB173.4 million, representing 0.7% of the
revenue excluding Yashili, up 0.5 percentage point year-on-year.

Products

Mengniu has actively adjusted and optimized its product portfolio
based on the market situation. Apart from developing mid-range
to high-end dairy products to increase profitability, Mengniu has
also continued to rationalize its brands to concentrate resources on
building star and opportunity brands. Mengniu has forged stronger
collaboration with its leading international counterparts in order
to develop the businesses with high potential, namely yogurt, milk
formula and nutrition products, thereby advancing its products to
the forefront of the market.
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Mengniu’s products, including Pure Milk, Low Fat High Calcium
Milk, Milk Deluxe, Fruit Milk Drink and Yoyi C are available in
four overseas markets, namely Hong Kong, Macau, Mongolia and
Singapore. All four markets recorded stable growth.

Production

Mengniu’s allocation of production capacity is based on market
potential and product strategy. As of June 2014, Mengniu has
31 production bases across the country, with a total production
capacity of 8.04 million tons (December 2013: 7.77 million tons).
The enhancement of production capacity was mainly achieved by
increasing the existing production capacity through reforming the
production lines and technical upgrades, as well as the expansion
of the production scale of Shijiazhuang Junlebao Dairy Co., Ltd.
("Junlebao”).

Social Responsibility

While focusing on swift development, Mengniu has also put great
efforts on contributing to the community in many areas, including
environmental protection, charity events and promotion of industrial
development and exchange of information. Mengniu’s long-term
efforts on corporate social responsibility have added significant
value to the brand.
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Environmental protection

Environmental protection is an inevitable trend for the
sustainable development of the dairy industry. Mengniu has
promoted the “Green Golden Industry Chain” by achieving
emissions and pollution reduction in each production process.
To turn one-way production into a green cycle, Mengniu has
built up a green industry chain from milk sources to the dining
table through biogas power generation, sewage treatment,
recycled breeding, rainwater collection, barren mountain
greening, ecological grassland construction and recycling of
environmentally-friendly packaging materials.

From 2015 onwards, Mengniu’s high-tech sewage treatment
plant will provide reclaimed water to the thermal power
plant nearby to be used as recirculating cooling water and
desulfurization water. The recovered water will be reused at
the Helin (Headquarters) Plant in Inner Mongolia to achieve
zero sewage discharge. Besides, Mengniu has participated in
the tree planting activity of the first “Green Bank” in China to
help protect the environment.

Charity events

Immediately after the earthquake in Ya'an City, Sichuan
Province in 2013, Inner Mongolia Mengniu Dairy (Group)
Company Limited, a subsidiary of Mengniu, has donated
RMB10 million to Sichuan Charity Federation in support of
restoration and reconstruction in Sichuan. In the first half of
2014, after paying site visits and communicating with Meishan
City Board of Education, Sichuan Province, Mengniu decided
to use the donations to reconstruct two schools. In particular,
RMB8 million is to be used to fund the construction of a library
and arts complex at Che Cheng Secondary School (Su Temple
Middle School, Taihe Branch) in Dongbo District, Meishan
City. With a gross floor area of 9,748 m?, the complex is to
be named as “Mengniu Arts Building” upon completion. The
remaining RMB2 million is to be used to fund the construction
of Zhao He Primary School in Liujiang Town, Hongya County,
Meishan City. The facilities are to comprise a teaching and
learning complex of 1,100 m?, a student canteen of 300 m?,
a sports ground and ancillary facilities. The school is to be
renamed as “Mengniu Primary School” upon completion.
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On the afternoon of 3 August 2014, a 6.5-magnitude
earthquake struck Longtoushan Town, Ludian County,
Zhaotong City in Yunnan Province. With the disaster relief
experience gained from the Wenchuan earthquake and
Ya'an earthquakes in Sichuan and the Yushu earthquake in
Qinghai, Mengniu immediately initiated the disaster response
mechanism, setting up an earthquake emergency aid team.
Arrangements were made at the locality on that night to
deliver relief materials to the disaster site. By the next day, the
first batch of more than 2,000 cartons of milk was sent to the
afflicted areas. So far, Mengniu has donated nearly 10,000
cartons of milk.

As for charity, Mengniu values personal and sustainable
participation above mere donation of money and resources.
Mengniu strongly believes that participants can gain
meaningful insight only from personal experience, which
would inspire continuous dedication to charitable works. As
part of the “Most Beautiful to Have You — Have a Lecture in
My Hometown" lecture series in 2014, Mengniu worked with
the executives of its partners and dignitaries to give more than
37 lectures in rural primary schools, covering football, music,
judo, paper cutting, inspirations and traditional opera, etc.
"Happy Gift”, including water pumps, electronic pianos and
stationery, were also distributed. Through such programs,
Mengniu hopes to encourage more people to help the teachers
and students of rural primary schools in their own hometown.

“Rural Education in China through the Lens” is an extension
of the large-scale charity campaign “Looking for Teachers with
the Most Beautiful Hearts in Rural Areas”. By taking pictures
of rural schools in different districts, ten experienced Chinese
photographers captured the current status of rural education
in China with their cameras, so as to spur the interest of more
people in the charity.

On the internet, Mengniu has bolstered its interaction and
communication with consumers through the platform “Your
Question, Our Responsibility”. Off the internet, Mengniu has
continued to organize factory visits for consumers and has
welcomed nearly 500,000 visitors in total. Moreover, in light of
consumers’ concern over the safety of domestically produced
dairy products, Mengniu, as a leading dairy manufacturer in
China, has launched a popular science project “Milk Power”
with China Dairy Industry Association to disseminate accurate
scientific knowledge about milk in order to enhance the
awareness and understanding of consumers in dairy products.
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Promotion of industrial development and exchange

The dairy industry in China is undergoing modernization. One
way in which Mengniu has contributed to the process is by
taking the initiative to help dairy farmers raise their technical
and ranch management levels. Ranchers with 300 to 3,000
milkable cows are crucial to the dairy farming industry in
China. Mengniu has selected 100 ranchers to attend the
“University of Ranchers”. Among these, 30 outstanding
ranchers may be promoted to enroll in the advanced talent
training program and obtain a certificate of completion
jointly issued by the University of Ranchers, the Technology
System in Dairy Industry, the Ministry of Agriculture and China
Agricultural University. From a practical aspect, Mengniu has
collaborated with the China-Denmark Milk Technical and
Cooperation Center to invite experts with practical experience
to evaluate the problems faced by ranches and propose
solutions in order to enhance ranch efficiency. Outstanding
ranchers may have the opportunity to further their studies
in the ranches in Denmark and Israel, where boast the
most advanced breeding techniques and internationalized
management.

The 100 ranchers also entered into the “Social Responsibility
Codes for Ranchers”, pursuant to which they undertook to
abide by the law, respect their staff and commit themselves
in technical innovation, green ecology, ethical treatment of
animals and achieving a win-win situation, thereby striking a
balance between social responsibility and scientific breeding.
This project is the first large-scale trial of the ISO 26000,
the international standard on social responsibility, in the
dairy farming industry. Mengniu will cooperate with the top
performers selected from these 100 ranchers to establish a
model ranch, which will drive the development of nearby
ranches. In addition, Mengniu has also designed a special
assessment system — Star Ranch Assessment — to perform
digital document management on the current conditions and
development of the ranches. For this upstream industry chain,
Mengniu has not only provided technical support at the early
stages and staff training at the later stages, but has also assisted
ranchers in obtaining more favorable and even interest-free
funds by guaranteeing their bank loans and credit facilities.
Mengniu has facilitated the modernization of ranches by
aligning its own interests with those of ranchers.
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Moreover, Mengniu has actively participated in industrial
forums to facilitate international exchanges in the dairy
industry. In May, dairy giants from all over the world gathered
at the annual meeting of the Global Dairy Platform (“GDP")
to discuss topics including the challenges faced by the dairy
industry, nutrition safety and sustainable development. It
was the first time that GDP held its annual meeting in Asia,
evidence of the rising importance of the Asian market,
particularly China. As a leading dairy manufacturer in China
and the first Chinese enterprise member of GDP, Mengniu
introduced the changes in the Chinese dairy market to its
international counterparts and proposed to redefine Chinese
milk through resource consolidation, communication with
consumers and product innovation.

In the same month, Mengniu exchanged ideas with its
international peers about the prospects of the dairy industry
in China and the world as well as resource consolidation and
planning for the internationalization of Eastern and Western
dairy industries at the World Dairy Leaders Forum hosted by
the IDF World Dairy Summit. The challenges faced by the
global dairy industry and the responses were also discussed.
In June, Mengniu shared with leaders of world’s leading dairy
enterprises, suppliers, consumers and analysts the evolution of
the milk consumption culture in China and the latest industry
trends in the 8" Global Dairy Congress.

Human Resources

As at 30 June 2014, the Group had a total of about 38,100
employees in China and Hong Kong, including around 6,000
from Yashili. During the period, total costs of employees
(excluding salaries of directors and senior executives) amounted to
approximately RMB1,354.1 million (2013: RMB1,363.1 million).

On 17 April 2014, Mengniu granted 6,055,000 restricted shares,
representing approximately 0.34% of the issued share capital of
Mengniu as at the adoption date, to the outstanding staff under
the restricted share award scheme. This grant was made in order to
motivate the outstanding staff to strive to achieve the performance
targets set for their positions.
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In response to the rapid development of the Group and the
restructuring of employee, Mengniu launched a number of
human resources programs, including “Mengniu 100", “Mengniu
100 Junior” and “Mengniu 100 GT" to enhance the academic
qualifications, quality and technical standards at different levels.

Aiming at strengthening the comprehensive capability of the
employees, “Mengniu 100" provided training to 100 management
elites from Mengniu, Yashili, Junlebao and Mengniu Danone.
Mengniu arranged a management training program called
“Innovation and Entrepreneurship” to develop the “Mengniu
100" members into “second generation of entrepreneurs” with
independent thinking, bold ideas and hands-on experience in order
to lay an innovative foundation for the long-term development of
Mengniu.

For “Mengniu 100 Junior” members from Mengniu, Yashili,
Junlebao and Mengniu Danone, the Group also arranged a training
program entitled “I-Tools: Managers for Revolutionary Innovation”,
in which high-calibre lecturers from the American Management
Association, the world’s largest management education institution,
were invited to talk about the “I-tools”. The presentations covered
five topics including the definition of innovation, development
of innovation capability, tools for innovation, process and
management of value innovation, as well as becoming an innovator
and manager.

As a campus recruitment program, “Mengniu 100 GT" selected
about 100 fresh graduates as management trainees, who will be
trained into department managers in three years, to build a new
talent pool for Mengniu.

Prospects

Based on market estimates, the dairy industry in China will grow
by about 10% to 12% annually during the next four to five years,
with the size of the market exceeding RMB400 billion by 2016,
presenting immense room for development. Against the favorable
backdrop including the government’s encouragement of mergers
and acquisitions and industry consolidation, the imposition of a
series of restrictions over imported dairy products and the initiation
of the two-child policy for couples where either the husband or
the wife is the only child in the family, Mengniu is placed in an
advantageous position as a leader in dairy products in China.
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Looking ahead, Mengniu will execute its upstream strategic plan
by integrating its internal and external resources, while building
up its brand and distribution network and strengthening its end-
to-end quality and safety management to enhance its overall
competitiveness. Apart from reinforcing the liquid milk business,
Mengniu will also extend into a wide array of product categories,
with particular focus on the sectors of milk formula, yogurt and
nutrition products.

Mengniu will strive for continuous innovation in marketing,
operations and product development. In terms of marketing,
Mengniu will redefine its brand value with broader use of new
media, closer interaction with consumers and focus on consumers’
experience. As for operations, Mengniu will grow together with its
strategic partners to create a win-win ecosystem and promote the
020 (Online to Offline) business model to boost sales leveraging
the quickly emerging e-commerce platforms. In terms of product,
Mengniu will optimize its product portfolio by increasing the
proportion of high margin products and introducing professional
and differentiated innovative products in response to market
demand.

Mengniu will continue to build up its internal systems by boosting
its quality and safety management, strengthening its milk sources,
consolidating sales channels and upgrading the IT system. Mengniu
will build its talent pool and develop the corporate culture of
“Sunshine, Nobility, Responsibility and Innovation” to fully support
its comprehensive development and revolutionary innovation.

This year marks the 15" anniversary of Mengniu’s establishment
and the 10™ anniversary of its listing. Mengniu has commenced the
branding campaign “A Drop of Goodness”. Mengniu will not only
produce quality milk, but also deliver care through its products.
Mengniu will grow with its clients, employees, shareholders and
all stakeholders. Bearing this mission in mind, Mengniu strives to
become a consumer-oriented and innovation-led food company
offering nutrition and health.
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REPORT OF THE DIRECTORS

EEEHE

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 2014 (the “Interim Financial Statements”).

Interim Dividend

The Directors do not recommend the payment of an interim
dividend for the six months ended 30 June 2014 (six months ended
30 June 2013: nil) and propose that the profit for the six months
ended 30 June 2014 be retained.

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

As at 30 June 2014, 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 any of its associated corporations
(within the meaning of Part XV of the Securities and Futures
Ordinance (the “SFO")) (the “Associated Corporation”) as recorded
in the register required to be kept under Section 352 of the SFO or
as otherwise notified to the Company and The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) pursuant to the Model
Code for Securities Transactions by Directors of Listed Issuers (the
“Model Code”) as set out in Appendix 10 to the Listing Rules were as
follows:

ARRER((EFDe((EFE)MARZES
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Long positions in the shares of the Company or any of the Associated
Corporations (not including options granted under the Company’s

share option scheme):

RAR B REAMAEEBR D 2178 (T E7EIR
BN REAER BIR THORBARE) -

Percentage of
the Company’s/

Associated
Corporation’s
Issued
Company/Name of Total Number of Share Capital
Name of Director Associated Corporation Nature of Interest  Ordinary Shares HEAT, A EE
EEgE AATHEEEERE ERME ZERAH ERTREANES
Sun Yiping The Company Personal Interest 8,425,800(L) 0.43%%
BE PiN/NE] AR
Bai Ying The Company Personal Interest 603,209(L) 0.03%®@
A B Pi/NE] BAER
Inner Mongolia Mengniu Personal Interest 448,201(L) 0.03%
Dairy (Group) Company EARER
Limited (“Inner Mongolia
Mengniu")
NREERFILE(RE) KRG
BRAB(TARZRF])
Notes: Mix
(1) This represents the 8,425,800 restricted shares granted to (1) EREEEgXN_T—=F=A-+HK

Ms. Sun Yiping under the restricted share award scheme of
the Company adopted by the Board on 26 March 2013 (the

“Restricted Share Award Scheme”).

PR HIERL SR o

A 7N BBR )1 RS 22 B2 ED A 8 (T BR 11 A%
EHRENFTE] )T TR N 21 #98,425,800/%

(2)  The calculation is based on the number of shares as a percentage (2 EBRBMOBEMLHARARZ-ZZT—NFELA

of the total number of issued shares of the Company (i.e.
1,958,326,175 shares) as at 30 June 2014.

(L)  Indicates a long position.

Certain Directors have been granted options and restricted shares
under the Company’s share option scheme and restricted share
award scheme, details of which are set out in the section headed

L RREE -

“Share Option Scheme” and “Restricted Share Award Scheme”, 5o

respectively below.
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Saved as disclosed above and as set out in the section headed “Share
Option Scheme” below, as at 30 June 2014, 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 the
Associated Corporations as recorded in the register of the Company
required to be kept under Section 352 of the SFO or as otherwise
notified to the Company and the Stock Exchange pursuant to the
Model Code.

Substantial Shareholders’ Interests

As at 30 June 2014, the interests or short positions of substantial
shareholders, other than the Directors or the chief executive of the
Company whose interests and short positions in the shares of the
Company and of the Associated Corporations are set out above,
in the shares and underlying shares of the Company as recorded
in the register required to be maintained under Section 336 of the
SFO were as follows:

REPORT OF THE DIRECTORS EEg W&

B b SOR T XT BRA R 3B | — RO BB S - B
—E-EEAASTE  ARFASEBREEST
BAB B B2 B AT A2 RIS (AR
B2 0t AR R B - B A
BB RN EES RSB35 R R
BRMA - LREEET AN AL FNBR
BT 2 s A o

FTERRER

R-ZE—WFRA=1TH  REZHLAE G
EIB6HEREFEZECMALE - TERR(R
AR RABEORBE R A R KRR
EREXHINARRESTREZTHRAERSI)
RARBIRD AR P e SOR BRI

Percentage of
the Company'’s
Issued

Number of Share Capital®
Ordinary Shares EARATF 28T

Name of Substantial Shareholder TERREE LZEREE & N=R s Al
COFCO Corporation FREEESFRAA 617,250,379(L) ™ 31.52%
COFCO (Hong Kong) Limited HREEE(EE)BRAR 617,250,379(L) @@ 31.52%
Farwill Limited ERAERAFA 617,250,379(L)® 31.52%
Colour Spring Limited KRBR AR 617,250,379(L)® 31.52%
COFCO Dairy Holdings Limited PRI EERBR AR 617,250,379(L) ®@ 31.52%
COFCO Dairy Investments Limited hIEILEREBR AR 617,250,379(L) ®® 31.52%
Prominent Achiever Limited BEFRAR] 617,250,379(L)® 31.52%
Arla Foods amba Arla Foods amba 617,250,379(L)® 31.52%
Danone SA Danone SA 617,250,379(L) ® 31.52%
Danone Asia Pte Ltd EeeaRMAR AR 617,250,379(L) @ 31.52%
JPMorgan Chase & Co. JPMorgan Chase & Co. 97,906,173(L) 5.00%
510,595(S) 0.03%
94,477,061(P) 4.82%

Notes:

(1) COFCO Corporation is deemed interested in an aggregate
of 617,250,379 shares in the Company, comprising (a)
616,850,379 shares in the Company through its wholly-owned
subsidiary, COFCO (Hong Kong) Limited and (b) 400,000 shares
in the Company through another of its wholly-owned subsidiary,
COFCO (BVI) Limited. COFCO (BVI) Limited is deemed interested
in 400,000 shares in the Company through its wholly-owned
subsidiary, COFCO (BVI) No. 9 Limited.

GEX

() FREEERQAFAPEENRAAGAEH
617,250,379 HiA = - EF BT
(EBAEEETFARTREER(EB)BRA
AN AR F1616,850,379 M i 19 K (b) i 48 E
B—2&FAACOFCO (BVI) Limited A4
7]400,000/% B 10 B # 2 - COFCO (BVI)
Limited 7 A B E 2 & F 2 EICOFCO (BVI)
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COFCO (Hong Kong) Limited is deemed interested in
617,250,379 shares in the Company through its wholly-owned
subsidiary, Farwill Limited.

Pursuant to various agreements dated 15 June 2012, 28 June
2013 and 27 March 2014 which constitute agreements under
section 317 of the SFO, COFCO (Hong Kong) Limited, Farwill
Limited, Colour Spring Limited, COFCO Dairy Holdings Limited,
COFCO Dairy Investments Limited, Prominent Achiever Limited,
Arla Foods amba, Danone Asia Pte Ltd are deemed interested in
an aggregate of 617,250,379 shares in the Company.

Of the 617,250,379 shares in the Company, COFCO Dairy
Holdings Limited is deemed interested in 616,850,379 shares
through its wholly-owned subsidiary, COFCO Dairy Investments
Limited.

Of the 617,250,379 shares in the Company, COFCO Dairy
Investments Limited is deemed interested in 148,014,022
shares through its wholly-owned subsidiary, Prominent Achiever
Limited.

Danone SA is deemed interested in 617,250,379 shares in the
Company through its wholly-owned subsidiary, Danone Asia Pte

Ltd.

The total issued shares of the Company as at 30 June 2014 was
1,958,326,175.

Indicates a long position.
Indicates a short position.

Indicates a lending position.

Saved as disclosed above, as at 30 June 2014, no other interests or
short positions in the shares or underlying shares of the Company
were recorded in the register maintained under Section 336 of the

SFO.
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Share Option Scheme RS E

The Company operates a share option scheme (the “Scheme”) AR RIERMN—IBHERETEI([HE]) - BB @Y
for the purpose of providing incentives and rewards to eligible ARNEBEBKINEEE S ERLMEELSEH
participants who contribute to the success of the Group’s KR#EE o 8N - T2INEARITE Z BERENT
operations. The following share options were outstanding under

the Scheme during the period:

Number of share options

BREHE
As at As at Exercise period of Exercise
Name or 1January  Exercised Lapsed  Cancelled 30 June Date of share options price of
category of 2014 during during during 2014 grant of (both dates inclusive) share
participant MZZ-ME theperiod theperiod theperiod R=Z-ME shareoptions  BRETELH options
SEEREAER -B-H MR BR%H A  AB=TA RUERERS (EREEWMX) BRETEE
HK$
B
Executive directors
HEE
Bai Ying 831,000 - - - 831,000 23.11.2009 23.11.2011 10 22.11.20152 24.40
B “ZTNE “E-—fT-AZT=ZRZ%
t—RZt=B ZZ-RFT-A=t=RY
3,200,000 - - - 3,200,000 10.10.2011 10.10.2015 10 9.10.2018% 24.10
“E—F —Z-IETATREE
TATE ZE-\E+ANRS
Wu Jingshui® 2,400,000 - - - 2,400,000 10.10.2011 10.10.2015t09.10.2018% 2410
REK 2% “2-I§tATRE
TA+A Z2-J\ETANAR
Employees in Aggregate 382,303 (344,779) (1) - 37,513 18.8.2008 18.8.2010t0 17.8.2014" 22.03
Ea#st “ETN\E ZE-TENATNEE
JV:RIN= ZE-RENATERY
2,861,252 (1,281,592) (12,978) - 1,566,682 23.11.2009 23.11.2011 10 22.11.20152 24.40
“ERNE ZT—H+-A-t=HE
+—R=+=B ZZ-Rft-A-tzgHe
1,188,000 (200,000) - - 988,000 6.12.2010 6.12.2012 t05.12.2016% 22.80
“Z-%F “E-ZETZARBE
+ZAH ZE-R"ETZRRAY
38,500,000 - - - 38,500,000 10.10.2011 10.10.2015t09.10.2018% 24.10
“EF “Z-1FTATRE
+A+A ZE2-J\ETANAD
49,362,555 (1,826,371)¥ (12,989) - 47,523,195
#  Resignation with effect from 26 March 2014 fRZE-—NFE=A A NHEE
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Notes:

(1) 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.

(2)  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.

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

(4) The weighted average closing price of the shares of the
Company immediately before the dates on which the options
were exercised was HK$38.58.

During the six months ended 30 June 2014, 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 2014, 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.

Restricted Share Award Scheme

The Company operates a restricted share award scheme (the
“Restricted Share Award Scheme”) to motivate the employees to
maximize the value of and share the results with the Company in
order to achieve sustainable development of the Group.
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The Board has resolved to approve the grant of 17,569,400
restricted shares on 26 April 2013 (the “2013 Grant”) and 6,055,000
restricted shares on 17 April 2014 (the “2014 Grant”) under the
Restricted Share Award Scheme. On 26 April 2013, a total of
8,425,000 restricted shares were granted to Ms. Sun Yiping, the
Chief Executive Officer and executive Director of the Company,
under the 2013 Grant, subject to certain vesting conditions.

Foreign Currency Risk

The Group’s businesses are principally located in Mainland China
and substantially all transactions are conducted in RMB, except
for the purchases of imported machinery and equipment, and
sales of dairy products to Hong Kong and Macau. As at 30
June 2014, substantially all of the Group's assets and liabilities
were denominated in RMB except for the cash and bank
balances of approximately RMB1,081,717,000 (31 December
2013: RMB244,157,000), RMB310,662,000 (31 December
2013: RMB193,832,000), RMB2,083,000 (31 December 2013:
RMB2,024,000), RMBNil (31 December 2013: RMB9,960,000)
and RMB6,444,000 (31 December 2013: RMB13,202,000) which
were denominated in United States dollars, Hong Kong dollars,
Euros, New Zealand dollars and Danish Krone, respectively, the
interest-bearing bank and other borrowings of approximately
RMB1,042,656,000 (31 December 2013: RMB1,109,764,000) and
RMB7,600,921,000 (31 December 2013: RMB10,035,130,000)
which were denominated in Hong Kong dollars and United States
dollars, respectively, and the long term payables of approximately
RMB26,629,000 (31 December 2013: RMB50,447,000) which were
denominated in United States dollars. Management has set up
procedures to periodically review and monitor the foreign currency
risk exposure.

Pledge of Assets

As at 30 June 2014, the Group has pledged certain bank deposits,
bills receivable, land use rights and certain property, plant and
equipment aggregating to approximately RMB562,760,000 (31
December 2013: RMB1,104,144,000). 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.
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REPORT OF THE DIRECTORS EE& W&

Change in Information of Directors

Mr. Bai Ying, an executive Director of the Company, has been
appointed as a non-executive director of Yashili International
Holdings Ltd, a company listed on the Stock Exchange, with effect
from 6 June 2014.

Mr. Jiao Shuge (alias Jiao Zhen), an independent non-executive
Director of the Company, resigned as a non-executive director of
China Shanshui Cement Group Limited, a company listed on the
Stock Exchange, with effect from 16 May 2014.

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
Corporate Governance Code during the period (the “CG Code”)
contained in Appendix 14 to the Rules Governing the Listing of
Securities on the Stock Exchange (the “Listing Rules”) as its own
code of corporate governance practices.

The annual general meeting of the Company was held on 6 June
2014 ("AGM"). Due to unavoidable business engagements outside
of Hong Kong, the chairman of the Board was unable to attend the
AGM.

The Board has reviewed the Company’s corporate governance
practices and is satisfied that the Company has been in compliance
with all applicable code provisions of the CG Code during the
six months ended 30 June 2014, save as disclosed in this interim
report.

Board of Directors

As at the date of this interim report, the Board currently comprises
two executive Directors, namely, Ms. Sun Yiping (chief executive
officer) and Mr. Bai Ying; six non-executive Directors, namely, Mr.
Ning Gaoning (Chairman), Mr. Yu Xubo (Vice-Chairman), Mr. Niu
Gensheng, Mr. Finn S. Hansen, Ms. Liu Ding (Vice-Chairwoman) and
Mr. Christian Neu; and five independent non-executive Directors,
namely, Mr. Jiao Shuge (alias Jiao Zhen) (Vice-Chairman), Mr. Julian
Juul Wolhardt, Mr. Zhang Xiaoya, Mr. Wu Kwok Keung Andrew
and Dr. Liao Jianwen.
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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
2014.

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

Neither the Company nor any of its subsidiaries purchased,
redeemed or sold any of the Company’s listed securities during
the six months ended 30 June 2014, except that the trustee of
the Restricted Share Award Scheme, pursuant to the rules of the
Restricted Share Award Scheme, purchased on the open market a
total of 6,993,000 shares of the Company at a total consideration
of approximately RMB213 million.

Audit Committee

The audit committee of the Company (the "Audit Committee”)
currently comprises four independent non-executive Directors,
namely Mr. Wu Kwok Keung Andrew (chairman), Mr. Jiao
Shuge (alias Jiao Zhen), Mr. Julian Juul Wolhardt and Mr. Zhang
Xiaoya. The Audit Committee has reviewed with the Company’s
management and the external auditors, the accounting principles
and practices adopted by the Company and discussed auditing,
internal control and financial reporting matters, including the
review of the Group’s unaudited interim financial statements for
the six months ended 30 June 2014.

Investor Relations and Communications

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

By order of the Board

Sun Yiping
Chief Executive Officer & Executive Director

Hong Kong, 27 August 2014
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INDEPENDENT REVIEW REPORT

B EHRE

Ernst & Young
22nd Floor

CITIC Tower

1 Tim Mei Avenue
Central, Hong Kong

et
EY =i

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

Tel: +852 2846 9888
Fax: +852 2868 4432
www.ey.com

Introduction

We have reviewed the interim financial information set out on pages
42 to 100, which comprises the condensed consolidated statement
of financial position of China Mengniu Dairy Company Limited (the
“Company”) and its subsidiaries as at 30 June 2014 and the related
condensed consolidated statements of profit or loss, comprehensive
income, changes in equity and cash flows for the six-month period
then ended, and explanatory notes. The Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited require
the preparation of a report on interim financial information to be in
compliance with the relevant provisions thereof and International
Accounting Standard 34 “Interim Financial Reporting” (“IAS 34")
issued by the International Accounting Standards Board. The
directors of the Company are responsible for the preparation and
presentation of this interim financial information in accordance
with IAS 34. Our responsibility is to express a conclusion on this
interim financial information based on our review. Our report is
made solely to you, as a body, in accordance with our agreed terms
of engagement, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report.

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.
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INDEPENDENT REVIEW REPORT % &I &

Conclusion &
Based on our review, nothing has come to our attention that causes #HRERMOEY @ ROV AEREFREEHEE
us to believe that the accompanying interim financial information is  FIfE{ZREMT P BABA B E RE — N E AT EIF A IR

not prepared, in all material respects, in accordance with I1AS 34. TRCRIBR et 2R ) FE 4R R R
Ernst & Young ZKEETEERAT

Certified Public Accountants HEDI AT

Hong Kong BB

27 August 2014 —E-mMENAZTEH
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INTERIM CONDENSED CONSOLIDATED

STATEMENT OF PROFIT OR LOSS

FHAR GRS IER

Unaudited
RBER

For the six months ended 30 June

BEANA=TRIEAEAR

2014 2013
—ET-{mF —ET—=F
Notes RMB’000 RMB'000
B & AR¥T AREET T
Restated*
B+
Continuing operations BEKEER
Revenue I @N 4 25,835,834 20,667,398
Cost of sales SHER A (17,454,016) (15,149,123)
Gross profit ER 8,381,818 5,518,775
Other income and gains H A WA B i as 4 250,872 119,387
Gain arising from changes in fair value IFERARELEREE
less cost to sell of dairy cows PSS A M s 15 3,345 -
Selling and distribution costs HE RLHEERA (5,897,135) (3,806,892)
Administrative expenses THREAR (962,047) (801,400)
Other operating expenses Hipge 2B H 5 (556,196) (135,865)
Profit from operating activities FedF F b 1,220,657 894,005
Interest income FEWA 253,868 132,353
Finance costs BhE R A 7 (176,248) (33,714)
Share of profits of associates FE(EEG A T F)E 183,180 29,605
Profit before tax from REFEREEK
continuing operations i A1 F8 6 1,481,457 1,022,249
Income tax expense Frigfiz 8 (252,501) (185,684)
Profit for the period from REFELCEEKZ
continuing operations 7K HA 7 5P 1,228,956 836,565
Discontinued operations ERIEREEL
Profit for the period from REBRIEE R 2
discontinued operations ZRERFIE 9 (22) 13,815
Profit for the period ZRHERFIE 1,228,934 850,380
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS HEffER4R &= R

Unaudited
RBEX
For the six months ended 30 June

BEASA=THLAEA

2014 2013
—E-lmEF —F—=F
Notes RMB’000 RMB'000
By & ARBT R ARKETT
Restated*
weEg i *
Attributable to: AT &5 E1h
Owners of the Company VIN/NETEZE DN 1,048,609 749,494
Non-controlling interests IR AR R i 180,325 100,886
1,228,934 850,380
Earnings per share attributable to KAREEREEA
ordinary equity holders of the BhsRER
Company (expressed in RMB (UEBRAR¥TE)
per share) 10
Basic BN
— For profit for the period — AN HAF) 0.540 0.419
— For profit from continuing operations —RERBBEREEB
A 0.540 0.412
Diluted e
— For profit for the period — N EAF 0.534 0.419
— For profit from continuing operations —REFERLEER
A 0.534 0.411

Details of the dividends payable and proposed for the period are  ZAREFFE(; BRI SN BER R EMRAL S
disclosed in Note 11 to the interim condensed consolidated financial ~ BATS¥RERMFE1 195 -
statements.

*  Certain amounts stated above do not correspond to the interim *  FilETEEW AEHE_Z—=FA=1+H&t
condensed consolidated financial statements as of 30 June 2013 but HARGRAAR & M SRR - M RBRFASEOFT I 2 FTYER
reflect the adjustments made as described in Note 9. o
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INTERIM CONDENSED CONSOLIDATED
STATEMENT OF COMPREHENSIVE INCOME
FHS AR S EE &S

Unaudited
For the six months ended 30 June

BEAA=THILEXER

2014 2013
—E-mF —ET—=
RMB’000 RMB'000
ARBTR AREFT
Restated
Profit for the period ZHA R 1,228,934 850,380
Other comprehensive income/(loss) Hip2mEE ()
Other comprehensive income/(loss) to be Rz Ex 7 2 Eam i
reclassified to profit or loss in subsequent periods: B2 E iz, (E1E) -
Exchange differences on translation of foreign }ﬁ L BINETER
operations [ 5 =58 2,289 (67,543)
Net other comprehensive income/(loss) to be HEHBEEHRDE
reclassified to profit or loss in EERGNHEMEE
subsequent periods Wi (E5R)FHE 2,289 (67,543)
Other comprehensive income/(loss) not to be AT eEH 7 EEEm
reclassified to profit or loss in subsequent periods: H?ﬁif 2 E W a (EHE)
Equity investments designated as BERUAAEERR
fair value through other comprehensive & El’)\ﬁﬁﬁiﬁﬂ%n
income: E’JHQKTX, g
Changes in fair value NABEESH 173,344 (98,334)
Income tax effect FiST R & - 33,051
Net other comprehensive income/(loss) HeHETEEHs2EE
not to be reclassified to profit or BEWHME2E
loss in subsequent periods Wi (E5R) 38 173,344 (65,283)
Other comprehensive income/(loss), Hib2mEz(HR) -
net of tax HRRBE 175,633 (132,826)
Total comprehensive income for the period, HIAZEURFELE -
net of tax HERBLE 1,404,567 717,554
Attributable to: LA % 77 FEfh
Owners of the Company iN/NEIET VN 1,220,686 616,668
Non-controlling interests IR AR R 183,881 100,886
1,404,567 717,554
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INTERIM CONDENSED CONSOLIDATED
STATEMENT OF FINANCIAL POSITION

FHIE AR S

BRI 3R

Unaudited Audited
KRB EIZ
30 June 31 December
2014 2013
—Z-mEF —ET—=F
AA=+H +tZA=+—H
Notes RMB’000 RMB'000
B & AR¥ETF T AREFT
NON-CURRENT ASSETS FREBEE
Property, plant and equipment ME - WENERE 12 9,185,300 9,246,109
Construction in progress TEEIR 13 1,776,303 1,275,875
Investment properties KEE 112,487 115,816
Land use rights b {5 A 1,094,971 1,048,813
Goodwill [EEES 14 5,694,938 5,694,938
Other intangible assets ﬁ‘rﬂzﬁﬂ;’éF 1,605,918 1,612,293
Investments in associates REEE P ERIRE 3,769,492 2,843,155
Deferred tax assets mkfﬂlﬁéﬁ 590,367 155,739
Biological assets EYEE 15 75.814 36,707
Non-current financial assets ERBEREE 16 2,438,839 1,699,666
Long term prepayments RHEFFERR 223,529 289,145
26,567,958 24,018,256
CURRENT ASSETS REBEE
Other current financial assets EMrnshemaE 16 3,327,211 1,744,747
Inventories 7E 17 4,459,826 2,577,078
Trade and bills receivables FEW R R R 18 1,262,206 754,265
Prepayments, deposits and AR me Rk
other receivables E A FE W kIR 19 1,833,493 2,485,297
Pledged deposits RESTFH 20 124,624 561,709
Cash and bank balances e NRITETF 20 8,676,791 7,101,580
19,684,151 15,224,676
Assets of disposal groups classified DEAEEHFERN
as held for sale REHEARNEE 9 8,481 1,096,464
19,692,632 16,321,140
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION A EAffiER4R & B Ak &

Unaudited Audited
KRB KEZ
30 June 31 December
2014 2013
—E-mEF —T-=F
ARA=tTH +tZA=+—A1
Notes RMB’000 RMB’000
B & AR¥EF T ARBTT
CURRENT LIABILITIES mEBE
Trade and bills payable FEBR 3R R R 21 5,120,798 4,761,298
Other payables and accruals At & < FRIE 2
TBIREM 22 5,156,378 4,354,840
Interest-bearing bank and STEIRITR
other borrowings HifgE 23 5,168,703 8,461,506
Other loans HiER 24 127,565 92,565
Other current financial liabilities Hithsomas 25 6,100 -
Deferred income pi Ut 19,553 19,389
Income tax payable JEAS TS AL 578,128 170,483
16,177,225 17,860,081
Liabilities directly associated with HEAYBEARFEFERN
the assets classified as held for sale BEBEBEBNEE 9 606 203,250
16,177,831 18,063,331
NET CURRENT ASSETS/(LIABILITIES) FRBEE(AR) 3,514,801 (1,742,191)
TOTAL ASSETS LESS CURRENT HEERRBAEE
LIABILITIES 30,082,759 22,276,065
NON-CURRENT LIABILITIES FRBEE
Interest-bearing bank and FFERITR
other borrowings HEmEE 23 4,815,940 3,235,535
Long term payables KHEN F0R 26 67,269 100,678
Deferred income R 242,386 200,326
Deferred tax liabilities BEXERIABE 51,929 64,429
Other non-current financial liabilities HIERSHErmaE 27 1,674,775 663,959
6,852,299 4,264,927
NET ASSETS FEE 23,230,460 18,011,138
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION A BAffiBR4R & B AR &

Unaudited Audited
REEX KEZ
30 June 31 December
2014 2013
—E—MEF —E—=F
AA=+H +tZA=+—H
Notes RMB’'000 RMB'000
B AR¥ETF T ARKETT
EQUITY i
Equity attributable to owners of the RNAREE AEILER
Company
Issued capital BEITIRA 28 196,225 186,476
Shares held under Restricted PR Il 14 i% 22 22 B a1 2
Share Award Scheme THEABNRD (280,564) (394,121)
Other reserves HAh 29 14,366,845 10,628,142
Retained earnings {REB 7)) 5,991,234 4,940,421
20,273,740 15,360,918
Non-controlling interests JEFE AT A A 2 2,956,720 2,650,220
TOTAL EQUITY AR 23,230,460 18,011,138
Ning Gaoning Sun Yiping
B5E BEFEH
Director Director
= =
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INTERIM CONDENSED CONSOLIDATED
STATEMENT OF CHANGES IN EQUITY
RS ERE DR

Attributable to owners of the Company

ALARAAEERR
Shares
held under
Restricted
Share Non-
Issued Award Other  Retained controlling Total
capital Scheme reserves  earnings Total interests equity
RAERE
EWstaT 2R

BROBA RRORS KRG REWNR g RRE# L 5
RMB'000  RMB'000  RMB'000  RMB'000  RMB'O00  RMB'000  RMB'000

ARETR AR¥ETR ARETR ARETn ARETR AR¥Tn ARETx
(Note 28)  (Note28)  (Note29)

(Wzz28)  (Msts)  (W&29)

For the six months ended BE-Z-mEXA=1H

30 June 2014 (unaudited) IEAMBR (REEHR)
At 1 January 2014 R=E-mE-F-A 186,476 (394,121) 10,628,142 4,940,421 15,360,918 2,650,220 18,011,138
Profit for the period TREFI - - - 1,048,609 1,048,609 180,325 1,228,934
Other comprehensive income BREt2ElE

for the period - - 172,017 - 172,077 3,556 175,633
Total comprehensive income gl st

for the period - - 172,077 1,048,609 1,220,686 183,881 1,404,567
New share subscription and issuance  HTRRE R %47 9,604 - 4,064,370 - 4,073,974 - 4,073,974
Capital injection by non-controlling FEREETE

shareholders - - 734,400 - 734,400 523,018 1,257,418
Shares issued under equity-settled share B AR St (4 A0SR IR E

option arrangements (Note 28) RHETRR (FEE28) 145 - 34,324 - 34,469 - 34,469
Equity-settled share option arrangements MR (A (eI IER - - 33,344 - 33,344 - 33,344
Transfer of share option reserve upon ~ FEEFREEA L R

forfeiture or expiry of share options B ERIEG - - (157) 157 - - -
Shares purchased for Restricted Share A% 41 M 2 2 Bt I8 %

Award Scheme - (212,998) - - (212,998) - (212,998)
Shares vested under Restricted Share ~ RER I RERE: 2

Award Scheme SRR - 326555  (326,555) - - - -
Restricted Share Award Scheme Rt R R R El - - 103738 - 103738 - 103738
Dividends paid/payable to ownersof  FZARDEHEA ARNRE

the Company ERARREEARE - - (391,060) - (391,060) - (391,060)
Dividends paid/payable to Hiﬂ RBERESRIRS,/

non-controlling interests ERFERRRRERRE - - - - - (289 (712189)
Derecognition of puttable iiﬁﬁ’&wﬂfﬁ’ﬁiﬂ e

non-controlling interests Ex - - (693,181) - (693,181)  (318,760) (1,011,941
Deemed disposal of a subsidiary BELE-FFAR - - (2,047) 2,047 - - -
Change in equity interest in a subsidiary T2 R EEE)

without loss of control (B REEIEHIE) - - 9,450 - 9450 (9.450) -
At 30 June 2014 RZE-MEAA=TH 196,225 (280,564) 14,366,845 5,991,234 20,273,740 2,956,720 23,230,460
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY HERfSjER4R &= E B3R

Attributable to owners of the Company

ENNGI 2N it 3

Shares
held under
Restricted
Share Non-
Issued Award Other Retained controlling Total
capital Scheme reserves eamings Total interests equity
RrIERE
REHET FER
BEARE  HEORG  EtREE  RENE ait  REER s
RMB'000  RMB'000  RMB'000 RMB'000  RMB'O00  RMB'O00  RMB'000
ARETT  ARETT ARBTRT ARETR ARETT ARETRT ARETR
(Note28)  (Note28)  (Note 29)
(Wi2s)  (MfsEs)  (WHE29)

For the six months ended BE-E-=ExA=1H

30 June 2013 (unaudited) IEAEA(REER)

1 January 2013 RZE-=%-fF-H8 181,151 - 8,491,301 3,816,793 12,489,245 631,862 13,121,107
Profit for the period KEFE - - - 749,494 749,494 100,886 850,380
Other comprehensive income BN 2 ELE

for the period - - (126,173) - (126,173) (6,653) (132,826)
Total comprehensive income HREENELE

for the period - - (126,173) 749,494 623,321 94,233 717,554
Shares issued under equity-settled share 1B bR (3 S 0B R

option arrangements (Note 28) ZHBTR (H5E28) 4,199 - 955,227 - 959,426 - 959,426
Equity-settled share option arrangements WARR(A % ARz - - 40,529 - 40,529 - 40,529
Transfer of share option reserve upon ~ NEREXNSERE

forfeiture or expiry of share options B ERERE - - (95,492) 95,492 - - -
Shares purchases for Restricted Share AR I M E 22 Bt 28R A%

Award Scheme - (131,812) - - (131,812) - (131,812)
Restricted Share Award Scheme Rl RE e 2 - - 39,960 - 39,960 - 39,960
Dividends paid/payable to owners RAALEER ARARE,

of the Company EARARAERARE - - - (290488 (290,488) - (290,488)
Dividends paid/payable to RFEERRRERRTRE,/

non-controlling interests ﬁiﬂ“ﬂxﬁxﬁﬂgﬁnﬂxé - - - - - (76,863) (76,863)
Derecognition of puttable WJHEH AR ESERRE

non-controlling interests Em - - (8,297) - (8,297) (26,064) (34,361)
Acquisition of a subsidiary it SN - - - - - (508) (508)
At 30 June 2013 R-ZE-=E R=1H 185,350 (131812) 9,297,055 4371291 13,721,884 622,660 14,344,544
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INTERIM CONDENSED CONSOLIDATED
STATEMENT OF CASH FLOWS

FHIE AR S

IE@/)ILEZ:E

Unaudited

REER

For the six months ended 30 June

BEAA=TRIAER

2014 2013
—E-F —E =45
Notes RMB’000 RMB'000
MIEE AR¥EF T AREFT
Restated
Cash flows from operating activities REEREENEESRE
Profit before tax: TARIAHE -
From continuing operations REBBELEER 1,481,457 1,022,249
From discontinued operations REERIEREET (22) 13,815
Adjustments for: BT IBEL %
Interest income FEWA (253,868) (132,353)
Finance costs A RS 7 176,248 33,714
Depreciation of items of property, ME « MEMEEITE
plant and equipment 6 614,747 562,627
Depreciation of investment properties WEWENE 1,693 -
Amortisation of land use rights + b (s A £ 6 13,015 10,408
Amortisation of other intangible assets Hin & gty 6 8,645 6,992
Loss on disposal of items of property, BREVE BEK
plant and equipment BEEE 5 9,415 11,990
Share-based payment expense VAR A EL 0 /) S2 29 33,344 40,529
Provision for trade receivables and other JFEE LT B 35K e L A JRE LKL
receivables TRIE B 5 87,858 144
Share of profits of associates FE{G B & A R A (183,180) (29,605)
Write-down of inventories to net FEMURZ ] &35 %E
realisable value 5 261,176 286
Government grants related to income B AR RE 2 BUR i Bh - (3,000)
Amortisation of deferred income RN a5 4 (9.776) (9,695)
Foreign exchange differences, net IE 5 =R 558 4/5 50,780 (73,583)
Gain on deemed disposal of an associate ~ HRREIEE—FKEE AT
W 4 (22,916) -
Gain on deemed disposal of a subsidiary 18R HE—RFRARIUWES 4 (94,903) -
Gain arising from changes in fair value AEDRERERIEE
less cost to sell of dairy cows AN A B W e 15 (3.345) (13,087)
Recognition of Restricted Share Award BRI AR SRR ST E
Scheme expenses =953 31 103,738 39,960
2,274,106 1,481,391
Decrease/(increase) in other financial assets Ht & REER L
— entrusted loans to dairy farmers (1) —RE T~
Z%’;z{féf?/\ 16,230 (6,532)
Decrease/(increase) in inventories w(3gh0) (2,136,650) 94,419
Increase in trade and bills receivables JEHQ@E )Si;ﬂ)““i*jju (595,688) (256,431)
Decrease/(increase) in pledged deposits RBELETRAD (38 h0) (24,059) 16,933
Decrease in prepayments, deposits and SELE Hz%&ﬁ’r&ﬁéﬁ”ﬂl
other receivables HIER D 1,337,442 163,698
Increase in trade and bills payables JE 1~ BR TR 2 =R 4 0 349,376 610,824
Increase in accruals and other payables TEIRE A K HAth fE 5 5R1E
20 832,622 412,347
Cash generated from operations MEEEEANIRE 2,053,379 2,516,649
Interest paid AR B (159,585) (19,183)
Income taxes paid SN FriEE (347,265) (165,889)
Net cash flows from operating activities EEEZBELWTFRELFTE 1,546,529 2,331,577
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS HEiffEmREREMER

Unaudited
RCER
For the six months ended 30 June

BEAA=TRIAEAR

2014 2013
—ZE—-mEF —T—=F
Notes RMB’000 RMB'000
FiEE ARET T AREFT
Restated
Cash flows from investing activities RETHEENRERE
Proceeds from disposal of items of BEME - BE k&G
property, plant and equipment FriS k18 20,725 6,101
Proceeds from disposal of biological assets f& & & ¥& EFT15 58 511 2,461
Proceeds from disposal of land use rights B2 & + & A REFT1S 7018 33 -
Purchase of items of property, plant and BEBEWE  HENMEHE
equipment (371,558) (663,320)
Purchase of biological assets BEBELEWEE (40,179) (179,091)
Purchase of construction in progress 2 T2 m 13 (952,120) (507,697)
Purchase of other intangible assets Hfth LB E L AN (2,721) (387)
Purchase of land use rights - Hb {5 R RELE h1 (60,740) (73)
Receipt of government grants related to LT B B Uy B 8] 5 EE MR 2
purchase of fixed assets Eﬁlﬁﬁﬁﬂﬁ 52,000 -
Acquisition of subsidiaries WhsF R - (7,304)
Capital injection to associates HEE R TE’éf - (2,536,694)
Dividends received from associates L ERES 4 A RIS, 11,304 6,542
Dividends received from an unlisted equity  #3F_F A% A% & U HLAY
investment &2 153 153
Purchase of unit trust investments BEBMETRE (320,000) (20,000)
Disposal of unit trust investments HEBAEERE 120,000 240,400
Increase of long term time deposit AT BT B8 A0 (569,117) -
Decrease/(increase) of time deposits with ~ RE|HI A A=A A L
original maturity of more than three EHEROR L (38h0)
months 78,913 (1,989,659)
Purchase of investment deposits WEFFIG I (2,478,992) (850,000)
Withdrawal of investment deposits U el 4% & 758 1,143,500 160,000
Increase in entrusted loans — excluding to  ZFEEFIEIN— FBIETF
dairy farmers (42,500) -
Interest received W B F B, 227,291 121,726
Payment of contingent consideration HARERK (57,800) (18,000)
Net cash flows used in investing REZTEBMAZRERE
activities (3,241,297) (6,234,842)
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS HEiffifm e R ERER

Unaudited

KRB

For the six months ended 30 June

BEANA=tHLAEA

2014 2013
—E-F —E =45
Notes RMB’000 RMB'000
MIEE AR¥EF T ARBTT
Restated
Cash flows from financing activities MEIBEENRERE
Proceeds from issuance of new shares BITHARFTIS RIE 4,073,974 -
Proceeds from interest-bearing bank loans &+ 84877 & K15 3KI8 5,479,820 3,609,648
Repayment of interest-bearing bank loans BiE:t BR1TEX (7,298,180) (75,000)
Decrease/(increase) in pledged deposits fﬁﬁféf?y’(ﬁ’ﬂ%mﬁr%ﬁ
for bank loans w (38 hn) 461,144 (410,154)
Dividends paid to owners of the Company SEHK R AHIRLE (391,060) (290,488)
Dividends paid to non-controlling interests 37 {5 4 IE i SR T RO A B (71,908) (60,656)
Proceeds from other loans HaERATSRIE 35,000 11,271
Repayment of long term payables EBERIAEMNFIE (44,281) (43,811)
Capital injection from non-controlling R R EREE
interests 1,257,418 -
Shares purchase for Restricted Share AR 1 A SR AT ED T BB AR
Award Scheme 28 (212,998) (131,812)
Shares issued under equity-settled share R IE AR S A B BE St e
option arrangements ZHEITR D 34,469 959,426
Net cash flows from financing activities BEFZHELNTZTRERE 3,323,398 3,568,424
Net increase/(decrease) in cash and BeRRSEEYIEM
cash equivalents CRiD ) F%8 1,628,630 (334,841)
Cash and cash equivalents at 1 January R—BA—HBHWEREERRE
ZEY 3,354,590 2,917,541
Effect of foreign exchange rate changes, net [E RS EHN 2 (CHEE) 25,494 (17,822)
Cash and cash equivalents at 30 June RAB=+HHNRERES
ZEY 5,008,714 2,564,878
Analysis of balances of cash and RERBELZENERDN
cash equivalents
Cash and bank balances as stated in the RERE B IEAR R R FIBRR
consolidated statement of financial Be MIRTTHETE
position 8,676,791 7,389,036
Time deposits with original maturity more  R2/HAR A=A L
than three months FHIERR (3,668,077) (4,824,158)
Cash and cash equivalents at 30 June RANA=ZtEMNRERRS
ZEY 5,008,714 2,564,878
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NOTES TO INTERIM CONDENSED

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 mainly in
the People’s Republic of China (the “PRC").

Basis of Preparation and Changes to the
Group’s Accounting Policies

Basis of preparation

The unaudited interim condensed consolidated financial
statements for the six months ended 30 June 2014 have been
prepared in accordance with IAS 34 Interim Financial Reporting
and the disclosure requirements of Rules Governing the Listing
of Securities on the Stock Exchange of Hong Kong Limited.

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 2013.

New standards, interpretations and amendments
adopted by the Group

The accounting policies adopted in the preparation of
these interim condensed consolidated financial statements
are consistent with those in the Group’s annual financial
statements for the year ended 31 December 2013, except for
the adoption of the following new or revised standards and
interpretations as of 1 January 2014.

The Group has applied, for the first time, the following new
standards and amendments in 2014. However, except for
further explained below regarding IFRS 9, they do not have any
impact on the annual consolidated financial statements or the
current interim condensed consolidated financial statements of
the Group.

CONSOLIDATED FINANCIAL STATEMENTS
B R B AR S B B R AR M R

REER

ADF AN SRS MK EHEER
BEAQT - ARAD—REEERAR - B
EFAREBEREARKME([RE )%
FAURGEEREHES -

RREERAEES T BRE

AR
BE_ZT-—MFRA=+THIEXEANRE
ERTHERSEMHERRESRRERES
HERNEAR A FEHE REEBREI DA
BERARES LMRANZKERERE -

AR EZP RGPS A M ERERT RS
FEMBERERNETOEIEEFHEE - HUE
HAEEHEE T —=F+=-A=+—81
FEMMBEIRE —HEE -

REBERMZHER - RERIEE]

BERMNATEE —Z—NE—A B4
TR AT ERI RN - REAR
HEARSRRAR & B IS SRR TR & 5T IR
HEHAERHEE - T—=F+-A=1+—
HIEF RN SRR NERE 8 -

AEEERN T -OFERERIATHER
RAER] = R - BR T XA B BIFR A 15 3R
HERFIREIN - ZFNERRIERT AL EE
AREBHFEEE M BRI E B0 IR
RIRAMEHRREEEMNTZE -
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Basis of Preparation and Changes to the
Group’s Accounting Policies (ontinuea

New standards, interpretations and amendments
adopted by the Group (continued)

The nature and the impact of each new standard or
amendment is described below:

Investment Entities - Amendments to IFRS 10, IFRS 12
and IAS 27

These amendments provide an exception to the consolidation
requirement for entities that meet the definition of an
investment entity under IFRS 10 Consolidated Financial
Statements. The exception to consolidation requires investment
entities to account for subsidiaries at fair value through profit
or loss. These amendments have no impact to the Group, since
none of the entities in the Group qualifies to be an investment
entity under IFRS 10.

Offsetting Financial Assets and Financial Liabilities —
Amendments to IAS 32

These amendments clarify the meaning of “currently has a
legally enforceable right to set-off” and the criteria for non-
simultaneous settlement mechanisms of clearing houses to
qualify for offsetting. These amendments have no impact on
the Group.

Novation of Derivatives and Continuation of Hedge
Accounting - Amendments to IAS 39

These amendments provide relief from discontinuing hedge
accounting when novation of a derivative designated as a
hedging instrument meet certain criteria. These amendments
have no impact to the Group as the Group has not novated its
derivatives during the current or prior periods.

Recoverable Amount Disclosures for Non-Financial Assets
- Amendments to IAS 36

These amendments remove the unintended consequences of
IFRS 13 Fair Value Measurement on the disclosures required
under IAS 36 Impairment of Assets. In addition, these
amendments require disclosure of the recoverable amounts
for the assets or cash-generating units (CGUs) for which an
impairment loss has been recognised or reversed during the
period. The Group early adopted these disclosure requirements
in the annual consolidated financial statements for the year
ended 31 December 2013.
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS A HEAfE B4R & B H5 3R & i aE
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS A EAf& BA4R & B T 3R R MO =T

Basis of Preparation and Changes to the
Group’s Accounting Policies (ontinued

New standards, interpretations and amendments
adopted by the Group (continued)

Levies — IFRIC 21

The interpretation clarifies that an entity recognises a liability
for a levy no earlier than when the activity that triggers
payment, as identified by the relevant legislation, occurs. It
also clarifies that a levy liability is accrued progressively only if
the activity that triggers payment occurs over a period of time,
in accordance with the relevant legislation. For a levy that is
triggered upon reaching a minimum threshold, no liability is
recognised before the specified minimum threshold is reached.
This interpretation has no impact to the Group during the
current or prior periods.

Early adoption of 2009 version of IFRS 9

The Group has elected to early adopt IFRS 9 (2009) since
1 January 2014 under the transitional provisions of IFRS 9.
The adoption of this version of IFRS 9 mainly affects the
classification and measurement of the Group’s financial assets.

At the date of initial application, the Group designated its
equity investments in China Shengmu Organic Milk Limited
and YuanShengTai Dairy Farm Limited (which were previously
classified as available-for-sale financial assets under IAS 39 and
not held for trading) at fair value through other comprehensive
income.

The adoption of IFRS 9 (2009) on the accounting for
these equity investments does not have an effect on the
comparatives presented given that there was no impairment
or disposal of these investments in the prior year. Under IFRS
9 (2009), other than the dividend income, the subsequent
changes in the fair values of these investments shall be
recognised in other comprehensive income and cannot be
subsequently recycled to profit or loss.

At the date of initial application, all other equity investments
which were previously classified as available-for-sale financial
assets under IAS 39 and not held for trading are reclassified
as at fair value through profit and loss. The adoption of IFRS 9
(2009) on these financial assets has had no material financial
impact on the financial position of the Group given that the
costs of these investments approximate their fair values.

2.
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Basis of Preparation and Changes to the
Group’s Accounting Policies (ontinuea

New standards, interpretations and amendments
adopted by the Group (continued)

Early adoption of 2009 version of IFRS 9 (continued)

At the date of initial application, the Group’s unit trust
investments (which were previously classified as available-for-
sale investments under IAS 39) and short term investment
deposits (which were previously classified as loans and
receivables under IAS 39) have been reclassified as financial
assets at fair value through profit or loss. The adoption of IFRS
9 (2009) on these financial assets has had no material financial
impact on the financial position or performance of the Group
given that the terms of the investments are relatively short.

Other financial assets continue to be measured at either
amortised cost or fair value through profit or loss upon the
initial application of IFRS 9 (2009).

As a result of the early application of IFRS 9 (2009), the
Group has changed the accounting policy with respect to the
classification and measurement of financial assets. Instead of
classifying financial assets into four categories, the Group has
classified financial assets as subsequently measured at either
amortised cost or fair value, on the basis of both the Group’s
business model for managing the financial assets and the
contractual cash flow characteristics of the financial assets.

Except for IFRS 9 (2009), the Group has not early adopted any
other standard, interpretation or amendment that has been
issued but is not yet effective.
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS A HEAfE B4R & B H5 3R & i aE
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS A EAf& BA4R & B T 3R R MO =T

Segment Information

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

e Liquid milk products manufacture and distribution
segment of ultra-high temperature
milk (“UHT milk"), milk
beverages and yogurt;

e |ce cream products manufacture and distribution

segment of ice cream;

e Milk powder — manufacture and distribution
segment of milk powder; and

e  Other dairy — principally the Group's cheese

products segment and trading business.

Management monitors the results of the Group’s operating
segments separately for the purpose of making decisions about
resources allocation and performance assessment. Segment
performance is evaluated based on reportable segment profit/
(loss), which is a measure of adjusted profit or loss before tax.
The adjusted profit or loss before tax is measured consistently
with the Group’s profit before tax except that interest income,
finance costs, share of profits and losses of associates, 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.
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS A Hif&iBR4R & B FE SRR MIaE

2 AR
TRENTAEENEED
MEBAEEMBENEFR :

3. Segment Information (continueq) 3.
The following tables present the revenue, profit and certain
asset and liability information for the Group’s operating

D EREVIRA - FIE

segments:
For the six months ended Liquid milk Ice cream  Milk powder Other dairy
30 June 2014 (unaudited) products products products products  Consolidated
BE-Z-MERA=1H RENER KERER ThER AAER ge
EAMEA (REEH) RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETR ARETR ARBTR ARETR ARETR
Segment revenue: AU :
Sales to external customers BETHIRP 21,764,843 1,988,376 1,933,841 148,774 25,835,834
Intersegment sales DEFEE 525,241 62,344 231,533 7,699 826,817
22,290,084 2,050,720 2,165,374 156,473 26,662,651

Reconciliation: HE:
Elimination of intersegment sales HEADREE (826,817)
Revenue from continuing operations REBERLLERIMA 25,835,834
Segment results PHEE 1,303,907 137,889 255,716 (7,627) 1,689,885
Interest income FBMA 253,868
Finance costs BBRA (176,248)
Gain arising from changes in fairvalue AR L ERBRHEEREK

less cost to sel of dairy cows EERlE 3,345
Share of profits of associates EEBERANE 183,180
Unallocated corporate expenses AR PN (472,573)
Profit before tax from continuing REBERLEKR

operations HArFE 1,481,457
Income tax expense BEmL (252,501)
Profit for the period from continuing REFEREERY

operations Zﬁﬁﬁfw 3 1,228,956
At 30 June 2014 (unaudited) R=E-MEXA=1H

(REBER)

Assets and liabilities BERER
Segment assets PEE 21,081,592 2,775,461 12,233,659 1,429,523 37,520,235
Elimination of intersegment receivables %ﬁﬁ D AR (6,760,808)
Unallocated corporate assets TRERAEEE 15,492,682
Assets related to discontinued operations E%?Jt%l EBEBEE 8,481
Total assets BEE 46,260,590
Segment liabilities NEEE 15,551,258 1,909,567 2,173,455 659,384 20,293,664
Elimination of intersegment payables YD DEEMNTE (6,760,808)
Unallocated corporate liabilities TrENAEEE 9,496,668
Liabilities related to discontinued operations E%%JHE S EMIEAR 606
Total liabilities B8k 23,030,130
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS A EAf& BA4R & B T 3R R MO =T

3. Segment Information (ontinuea 3. oEER @
For the six months ended 30 June 2013 Liquid milk Ice cream Milk powder Other dairy
(unaudited and restated) products products products products Consolidated
BE-T-=£/A=THL RENER KARER TnER En3lEm A
~ER(REERRESER) RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETTL ARBTTL ARETT ARETT AREBTTL
Segment revenue: yik: L N
Sales to external customers HEFIHNDRP 18,262,453 1,954,407 394,121 56,917 20,667,898
Intersegment sales PEEEE 131,536 19,465 229,614 53,859 434,474
18,393,989 1,973,872 623,735 110,776 21,102,372

Reconciliation: EL
Elimination of intersegment sales HENHREE (434,474)
Revenue from continuing operations RABEELERZBA 20,667,898
Segment results FHEE 1,073,415 40,584 (18,412) (28,477) 1,067,110
Interest income MEMA 132,353
Finance costs BBRA (33,714)
Share of profits of associates il NS 29,605
Unallocated corporate expenses RN (173,105)
Profit before tax from continuing RERELEER L HAAE

operations 1,022,249
Income tax expense BEmT (185,684)
Profit for the period from continuing REFEEEEH L AHHE

operations 836,565
At 31 December 2013 (audited) R-B-=E+-H=+-R

(B&ER)

Assets and liabilities EERAE
Segment assets PFEE 19,362,089 1,536,988 11,861,065 474,480 33,234,622
Elimination of intersegment receivables %847 BB A (8,618,415)
Unallocated corporate assets THUBNATEE 14,626,725
Assets related to discontinued operations B |HELERITHEEE 1,09,464
Total assets BEE 40,339,396
Segment liabilities PHEE 15,102,984 1,251,766 2,051,448 482,434 18,888,632
Elimination of intersegment payables HENPHERTE (8,618,415)
Unallocated corporate labilities ARRRRIER 11,854,791
Liabilities related to discontinued operations B |- & ¥ 5iEHE & 203,250
Total liabilties EA=U 22,328,258
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS A Hif&iBR4R & B FE SRR MIaE

4. Revenue, Other Income and Gains 4. WA ~ EfR AR W=
Revenue, being the turnover of the Group, represents the WA BKREBRNEERE  FECEHEMAE
net invoiced value of goods sold, after allowances for goods ZRE SKHMBREENE ST - A &I
returns and trade discounts, and after eliminations of all SBERMBARMIERR SEFMSHIEEE

significant intra-group transactions.

An analysis of the Group's revenue, other income and gains is as AREBHWA ~ HWA RKZHOWT ¢
follows:
Unaudited
RBEZX

For the six months ended 30 June

BEAA=TRILAEA

2014 2013
—E-mEF —E-=fF
Notes RMB’000 RMB'000
et ARET T ARKETTT
(Restated)
(gesEu)
Revenue: WA
Sales of goods HEmEeE 25,835,834 20,667,398
Other income and gains: E U A B
Government grants related to eGSRk
— Assets other than biological assets —EAMEEI

INEERB (a) 9,776 9,695
— Income — BRI AEA (b) 66,173 20,324

Gain on deemed disposal of a subsidiary B REHE—K
FRElE= () 94,903 -

Gain on deemed disposal of an associate R [RHE—XK
NSl (d) 22,916 -
Foreign exchange gains, net b 5 W a5 2R - 73,583
Others Hih 57,104 15,785
250,872 119,387
26,086,706 20,787,285
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4. Revenue, Other Income and Gains (ontinued)
Notes:

(a)

The Group has received certain government grants in the form
of property, plant and equipment donations or cash donations
to purchase items of property, plant and equipment. There are
no unfulfilled conditions or contingencies attaching to these
grants. The grants are initially recorded as deferred income and
amortised to match the depreciation charge of the underlying
property, plant and equipment in accordance with the assets’
estimated useful lives.

The government grants in the form of cash donations have been
received for the Group’s contribution to the development of the
local dairy products industry. There are no unfulfilled conditions
or contingencies attaching to these grants.

On 13 January 2014, the Group disposed Inner Mongolia
Fuyuan Farming Co., Ltd. (“Fuyuan”), an indirectly subsidiary
of the Company, through issuing new shares of Fuyuan to new
shareholders. As a result, Fuyuan became an associate of the
Group in which the Group held a 50.68% equity interest at that
time.

On 26 June 2014, Fuyuan issued new shares to its existing
shareholders other than the Group, which resulted in the dilution
of the Group’s interest in Fuyuan to 43.35%.

4. WA -~ Eft A R U )
gk -

(a)

BT A - B TR S 1B B3R 2 B BUA
BEWE BELERELX  AAKEERT
ETHEY - ZEWYPEIL B HERRER
IR REAREIR - ZEMMENRERR
B - WRIRE EMEE A (B FE %
8 DARCETIERIME - BB RREBHOITER
% o

AEEFRHEWAMRITENEREME
Bt BERSBEERANBNMEE - 2%
)& W M R ER M A E
I8 o

—Z-ME—A+=8 AEBFEBAFK
RETASHERBIEERETAA(E
BDEFRGD  HEAQXFTHBEETFLAAE
R B BRAASNEENBERR K
SEEERIFEHE50.68%%H

TE-IEFRAZTRE  BRAAEEINL
SNV R IR R EITRIALD - ABAEER
BRI S EE43.35% ©
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5. Other Operating Expenses

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS A Hif&iBR4R & B FE SRR MIaE

Unaudited
RIEERZ

For the six months ended 30 June

BEAA=TRILAEAR

2014 2013
—F-mE —T=F
RMB’000 RMB'000
AR®T T ARBFT
(Restated)
(segEat)
Provision for trade receivables and JE U BR 0 K L b fE U
other receivables TRIB R 87,858 144
Write-down of inventories to net FEMRZ A ERFE
realisable value 261,176 286
Loss on disposal of items of property, BREVME  BEX
plant and equipment RiEEE 9,415 11,990
Donations BEY 6,721 11,513
Educational surcharges, urban A B W ANk T A R
construction and maintenance tax, e
and etc. 125,531 93,832
Foreign exchange losses, net FE 5 18958 50,780 -
Others EHih 14,715 18,100
556,196 135,865
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6. Profit Before Tax 6. FiAjHIE
The Group’s profit before tax from continuing operations is AREEREFERLLSEENBRATFE &
arrived at after charging: BTy &IBEAFEME -
Unaudited
REEZ

For the six months ended 30 June
BEAA=THILEAEAR

2014 2013
—ZT-lEF —T-=F
Note RMB’000 RMB'000
M AR®T T AR®ETTT
(Restated)
(feEa)
Cost of inventories sold HEGFERAR 17,451,250 15,149,123
Realised and unrealised fair value losses 3R [z R #I8 F R S
of white sugar commodity future HEAHOARERIE
contracts, net it (a) 2,766 -
Cost of sales SHE BN 17,454,016 15,149,123
Depreciation of property, plant and mE - BEK
equipment RIETE 614,747 562,627
Amortisation of land use rights {55 P R A £ 13,015 10,408
Amortisation of other intangible assets  EL{h 8 712 & EE 6 45 8,645 6,992
Outsourcing expenses e E FR 163,510 169,968
Minimum lease payments operating lease EE &4 EREH
on building and production equipment KEHEREMES 127,751 81,282
Display space leasing fees PREI = E & 257,169 275,023
Employee benefit expense (excluding EERNEBR(T B8
directors’ and senior executive’s EEREBITHAE
emoluments) i) 1,354,052 1,363,124

Note: B3 -

(@) Since 2011, the Group has entered into various white sugar (a) AEBE-_ZT——FRITVZHAEERES
commodity futures contracts to manage its price exposure BEH  NREHAREEQREMEENE
to future purchases of white sugar. A net fair value loss on BER - BIAFFAGREBRERNITESRT
derivative financial instruments of RMB2,766,000 (six months BERnEEEFEAAR2,766,0007T(H
ended 30 June 2013: Nil) was charged to the consolidated ET—=ZFXA=Z+tHIEAEAR - &) -

statement of profit or loss.
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS A Hif&iBR4R & B FE SRR MIaE

7. Finance Costs

7. BRERA

An analysis of finance costs from continuing operations is as KEABEREEBHRERADHT T :
follows:
Unaudited
RICERZ

For the six months ended 30 June
BZEXA=1THLXAEA

2014 2013
ik —E-=F
RMB’000 RMB'000
ARET T AEREFTT
Interest on long term payables REAFE S RIEF B 4,660 7,201
Interest on bank loans wholly repayable ZBRAFANEZHEERN
within five years RITERFE 109,422 18,133
Interest on US$500,000,000 3.50% BE350%R_T— N\FRHz
bonds due 2018 500,000,000 L& 2 | & 56,985 -
Increase in discounted amounts of Er R mig sk AR B
contingent consideration arising from WIRIRE
the passage of time 5,181 8,380
176,248 33,714
8. Income Tax Expense 8. FTBHixH
The major components of income tax expense in the interim FHIS A S IER R NSRS HNEER
condensed consolidated statement of profit or loss are: a1
Unaudited
KRB

For the six months ended 30 June

BEAA=TRIEAEA

2014 2013
—E—MEF —F—=
RMB’000 RMB'000
ARET T AREETTT
Current income tax BPER S8
Current income tax charge BERFT1SHi 2 699,629 170,933
Deferred income tax EEFTEH
Relating to origination and reversal of AT EEIE R EEEE=EN
tax losses and temporary differences EEAE N B 5 (447,128) 14,751
252,501 185,684
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS A EAf& BA4R & B T 3R R MO =T

Income Tax Expense (continued)

(a) Hong Kong profits tax has not been provided as the
Group had no assessable profits arising in Hong Kong
during the period.

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

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

Discontinued Operations

Fuyuan:

On 25 November 2013, Fuyuan, Inner Mongolia Mengniu
Dairy (Group) Company Limited (“Inner Mongolia Mengniu”,
a company in which the Company held a 93.29% equity
interest), Inner Mongolia Hehe Investment Co., Ltd. (“Hehe", a
company 100% held by Inner Mongolia Mengniu) and certain
third parties entered into a series of agreements (“Investment
Agreements”) in order to better finance Fuyuan’s business
expansion. In accordance with the agreements, third parties
will inject additional capital to Fuyuan, resulting in the dilution
of Hehe's equity interest in Fuyuan from 100% to around
43%. Fuyuan engages in the dairy farming business. Upon the
completion of the above deemed disposal, Hehe would lose
control over Fuyuan. As such, as at 31 December 2013, Fuyuan
was classified as a disposal group held for sale.

On 13 January 2014, the Group completed first batch of the
above mentioned transactions and accordingly Fuyuan become
an associate of the Group in which Hehe held a 50.68% equity
interest (see note 30). On 26 June 2014, Fuyuan further issued
new shares to its existing shareholders other than the Group as
scheduled in the Investment Agreements, which resulted in the
dilution of Hehe's interest in Fuyuan to 43.35%.

RS H @

(a) MR AEBEERNIW EER/BEE(TM
JERFE - WEFTIRBBFEH#E
& o

(b) P IEEHIARBITEMAR R
REOPBELEAEH(EEAER]) B
o

HR - RIBGOFELEMETOE - (KRR
B e 79 B0 K R B BB R R A MR R R
B RIKEAREMEILEMERESR
BERHBERVMIERE(FHT) 0B - &
THRETRRIZERBHR

BRI T

BER:
RZE—=F+—A-+HA R KZE
ARFAE(EER)RDERQAB(TARS
1 BARAEB3.29%KEMAR)
RARERMBEERETAR(ARAM] - AR
SEFEB100%M AR BETE=ZHER
ERipE((RERE])  EEHBPIERER
SHBENTREER - BEZEHE - &
ZHERBEREIARBEINER - AmMEZRM
NERRER100% HEE RL43% ° 5
TFEEEEER - T EABREE®R - K
Mg REHE RO - Bt - R=F
—ZFEF+-AZ+—R EROEAREERF
EMEEM -

R-ZE—NE—A+=H AEBZ XKL
MEMRZS  MEERENAANEEE
BNal KRB ES50.68%R (R
30) c RZE—MFXA=-+H B8FE
REWETTETRAEE AN ER G R
E—SBTHRGD - UWBRMR B RAOERS
#EE43.35% ©
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9.

10.

Discontinued Operations (ontinued)

Chengdu Sales:

On 29 August 2013, Inner Mongolia Mengniu Founding
Industry Management Co., Ltd. (“Founding”) acquired an
additional 64% equity interest in Chengdu Mengniu Dairy
Sales Co., Ltd. (“Chengdu Sales”) exclusively with a view to
subsequent disposal within one year. Prior to the acquisition,
Chengdu Sales was a 36% associate of Founding. The
purchase consideration for the acquisition was in the form
of cash of RMB5,763,000 paid on the acquisition date.
Chengdu Sales engages in the dairy products trading business.
The subsidiary was acquired for the purpose of the Group’s
distributorship reorganisation. The Group expects to dispose
Chengdu Sales in the second half year of 2014. Upon the
acquisition of Chengdu Sales by the Group and as at 31
December 2013, the net assets of Chengdu Sales have been
classified as a disposal group and as a discontinued operation
in the consolidated financial statements.

The comparative statement of profit and loss has been re-
presented as if the operations discontinued during the
current period has been discontinued at the beginning of the
comparative period.

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.
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10. Earnings Per Share Attributable to Ordinary

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS A EA &85

10.
Equity Holders of the Company (ontinues

The following reflects the profit and the number of shares used

in the basic and diluted earnings per share calculations:

A MBERRIME

AREEBEBREEAELENER
B R )

AT Bt E &1 R N 858 & R B BT A A
ERRGEE

Unaudited
RICERZL
For the six months ended 30 June
BEAA=1THLAAEAR

2014 2013
—E-IF —ET-=F
RMB’000 RMB’'000
ARBT T ARETT
Profit attributable to ordinary equity KAREBTEE A
holders of the Company JEAE A 1,048,609 749,494
Number of Number of
shares shares
BRoE A aard=
(in thousand) (in thousand)
(FAR) (F5)
Weighted average number of ordinary st E&ALE AR ZFIFT A Y
shares for the purpose of the basic BT HIRE T B
earnings per share calculation 1,941,431 1,786,914
Weighted average number of ordinary  RE&EANFT A BERREEITE
shares, assuming issued at no WizENREEITZ
consideration on the deemed exercise B MINFE F 58X
of all share options during the period 12,819 1,351
Adjustments for restricted share award  ghFR i) 14 AR 2= A2 B H R 28 10,160 -
Weighted average number of ordinary 5 E &A% EE & FATH A
shares for the purpose of the diluted AR i I B
earnings per share calculation 1,964,410 1,788,265
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11.

12.

Dividend

The directors do not recommend the payment of an interim
dividend for the six months ended 30 June 2014 (six months
ended 30 June 2013: Nil). During the six months ended 30
June 2014, the Company declared and paid final dividends
of RMBO0.20 (six months ended 30 June 2013: RMBO0.16) per
share as proposed for the year ended 31 December 2013 to
the shareholders of the Company.

11.

=

EEVARERRBEE_T—NUFA=1
AIEAREANFEHRE(BE_ZE—=FH
=F+HIANEAR &) HEZT—F A
—t+HIEREA  ARFRBEEREEZ

T—ZF+ A=+ —BHIFERAABR
%E/ﬁ&ﬁﬁﬂﬂﬂ& tﬁx/\E%o 2075(&
0.167T) °

Property, Plant and Equipment 12. 9% - BMERZME
Movements in the Group’s property, plant and equipment are as NEFENWE - BMENEBHBESWT -
follows:
Unaudited Unaudited
REEEZ RICEZ
2014 2013
—E-mEF —E—=F
RMB’000 RMB’000
AR®T T ARBFT
Carrying amount at 1 January R—H—HBRREE 9,246,109 7,739,259
Additions 10 130,299 331,107
Transfers from construction in progress &8 B /£ 2 T2 (Mi:E13)

(Note 13) 453,533 337,954
Transfers from investment properties HEREOIREYE 11,788 -
Transfer to investment properties ER I A (10,152) -
Transfers to construction in progress EREEEITEE13)

(Note 13) (1.841) -
Disposals BE (29,689) (20,530)
Acquisition of a subsidiary WEE—=F A - 335,508
Depreciation charge for the period NERTEE A (Fizke)

(Note 6) (614,747) (562,627)
Carrying amount at 30 June RANA=+BHEREE 9,185,300 8,160,671

Certain property, plant and equipment of the Group with net
book values of approximately RMB213,529,000 (31 December
2013: RMB253,407,000), RMB7,730,000 (31 December 2013:
RMB7,836,000), and RMB13,438,000 (31 December 2013:
RMB14,723,000) have been pledged to secure the long term
payables, short-term bank loans and other loans, respectively,
details of which are set out in note 26, note 23 and note 24 to
the interim condensed consolidated financial statements.
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS A EAf& BA4R & B T 3R R MO =T

13. Construction in Progress

Movements in the Group’s construction in progress, all of
which is located in Mainland China, are as follows:

13. 22T
AR B 2 SP 7 R B A BE A 7R T A2 3
TT:

Unaudited Unaudited

2014 2013

—E-mE —T=F

RMB’000 RMB'000

AR®T T ARKETTT

Carrying amount at 1 January R—A—BMERAEE 1,275,875 596,812

Additions 10 952,120 507,697
Transfers from property, plant and B Y - RE MR

equipment (Note 12) (MzE12) 1,841 -
Transfers to property, plant and EREE - BEREE

equipment (Note 12) (f¥sE12) (453,533) (337,954)

Transfers to other intangible assets EREHMETLEE - (1,077)

Carrying amount at 30 June RAA=THE/NERE 1,776,303 765,478

14. Goodwill 14. 28

Unaudited Unaudited

2014 2013

—Z2-IF —T=F

RMB’000 RMB'000

AR®T T AREFT

Carrying amount at 1 January R—A—HBREEE 5,694,938 482,436

Acquisition of a subsidiary WE—RFAF] - 272,760

Decrease Vo - (7,845)

Carrying amount at 30 June RNA=Z+BMEAE 5,694,938 747,351
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15. Biological Assets 15. &=
The value of dairy cows at the end of the reporting period was: RIREERRAFLEEBE
Unaudited Unaudited
REER RICEZ
2014 2013
—E-lmEF —T—=F
RMB’000 RMB’000
AR®TF T ARBFT
Carrying amount at 1 January R—A—HBREREE 36,707 211,686
Increases due to purchase g 21,281 124,080
Increases due to raising (feeding cost EHE(FBKA R EM)
and others) 14,992 55,011
Decrease due to sales HeE (511) (5,188)
Gains arising from changes in fair value AR EEBRIEEKRKREL
less costs to sell ol 3,345 13,087
Carrying amount at 30 June RANA=THMNEAE 75,814 398,676
The Group’s dairy cows in the PRC were valued by an NEBERROILFETIEBYEEBREEM
independent qualified professional valuer. ERMETTIHE -
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16. Other Financial Assets

16. Hit e piEE

Unaudited Audited
REER KEZ
30 June 31 December
2014 2013
—E-mEF —T-=F
AA=t+H +TZHA=+—H
Notes RMB’000 RMB'000
MisE AR®T T ARKETTT
Restated
At fair value through other RAARBESTEEHES
comprehensive income: FFAEML 2 E U ¢
Hong Kong listed equity investments EB TR E (a) 168,194 302,049
Unlisted equity investments FEEMRAIEE (b) 409,562 98,531
577,756 400,580
At fair value through profit or loss: LA REEBEH
BETTABER
Derivative financial instruments PTESRIA (c) 13,582 -
Unlisted equity investments JEFHIRAIEE 41,066 41,066
Long term unit trust investments R—F ARz K
due within one year BAEFERE (d) 130,258 130,258
Short term unit trust investments RS EFERE (e) 420,000 220,000
Short term investment deposits REIREFR () 2,680,000 1,344,508
3,284,906 1,735,832
At amortised cost: RS A
Long term entrusted loans REIZFEER 17,352 24,472
Long term entrusted loans R—FREIEZ K
due within one year EXEW 83,371 49,981
Long term pledged deposits (Note 20)  REMRFSFR
(M45E20) 150,000 150,000
Long term time deposits (Note 20) REFE AR (FI5E20) 1,652,665 1,083,548
1,903,388 1,308,001
Total other financial assets Hih o EEA 5,766,050 3,444,413
Current mE 3,327,211 1,744,747
Non-current FERED 2,438,839 1,699,666
5,766,050 3,444,413
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16. Other Financial Assets (continueq)
Notes:

(a)

72  China Mengniu Dairy Company Limited

On 25 November 2013, the Company acquired 172,275,000
shares, representing 4.41% equity interest, in YuanShengTai
Dairy Farm Limited, a Hong Kong listed dairy company, with
approximately HK$469,831,000. Management designated the
equity investment financial asset at fair value through other
comprehensive income upon initial application of IFRS 9 (2009)
on 1 January 2014. The fair value of the listed equity securities
is determined by reference to published quotations in an active
market. A decrease in fair value for the six months ended 30 June
2014 and an accumulated decrease in fair value as of 30 June
2014 with an amount of RMB136,743,000 (six months ended
30 June 2013: Nil) and RMB204,734,000 (as of 30 June 2013:
Nil), respectively, had been recognised in other comprehensive
income.

On 25 May 2011, the Company acquired a 5.81% equity
interest in an unlisted dairy company with approximately
HK$125,322,000. Management designated the equity
investment as financial asset at fair value through other
comprehensive income upon initial application of IFRS 9 (2009)
on 1 January 2014. The equity investment was subsequently
converted into 269,865,600 shares in China Shengmu Organic
Milk Limited (“China Shengmu”) upon China Shengmu’s initial
public offering on the Main Board of The Stock Exchange of
Hong Kong Limited on 15 July 2014, representing around 4.25%
equity interest of China Shengmu. The fair value of the equity
interest is determined by reference to the proposed subscription
price of the corresponding shares of China Shengmu as stated
in its prospectus dated 30 June 2014, taking into consideration
an appropriate liquidity discount of the shares. An increase
in fair value for the six months ended 30 June 2014 and an
accumulated increase in fair value as of 30 June 2014 with an
amount of RMB310,087,000 (six months ended 30 June 2013:
Nil) and RMB310,087,000 (as of 30 June 2013: Nil), respectively,
had been recognised in other comprehensive income.

The Group has entered into various foreign currency forward
contracts to manage its exchange rate exposures. These forward
currency contracts are measured at fair value through profit or
loss. Net fair value gain on foreign currency forward contracts
of RMB13,582,000 (six months ended 30 June 2013: Nil) was
recognised in the interim condensed consolidated statement of
profit or loss during the period.
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16. Other Financial Assets (continuea

(d)

The Group, as one of the beneficiaries, purchased 130,000,000
units in certain unit trusts set up and managed by an affiliate of
a substantial shareholder of the Company, at a consideration
of RMB130,258,000. According to the trust documents, the
trust shall apply the entire amount of trust fund invested by
its beneficiaries to finance certain specific projects owned and
operated by an independent third party. The investments in
unit trusts were unsecured with no guaranteed return amount
and with original maturity of more than one year. Included in
the above balance, RMB80,000,000 is due in July 2014 and
RMB50,258,000 is due in September 2014.

The Group from time to time purchases various short term unit
trust investments. As of 30 June 2014, the Group purchased unit
trusts at cost of RMB420,000,000, with no guaranteed return
amount. The unit trusts as of 31 December 2013 had been fully
redeemed and collected.

Included in the above balances, an amount of RMB250,000,000
(31 December 2013: Nil) were invested in 250,000,000 trust
units set up and managed by an affiliate of a substantial
shareholder of the Company.

The Group from time to time purchases various short term
investment deposits. As of 30 June 2014, the Group purchased
an amount of RMB2,680,000,000 in investment deposits from
commercial banks, with guaranteed return amounts.

As at 31 December 2013, investment deposits with an amount of
RMB64,000,000 was pledged to secure certain short team bank
loans (note 23).

16. Htt & @ E &= @)

(d)

REBM(EAZHFAZ-)UREBARE
130,258,000 THE A AR Al X B EH
BMEBARSKUREENE TEMELAARN
130 000,000fE B {7 - RIFEFEXMH - %15

AALEZBZAEENGEAES2HAE
éfEiJEE%” EoHHAREBENSETHER
B - BREENRE BERRRTERRER
Hewm RINHBARBE—F - £ Lill#EH
- AR80,000,0007T R = F —PNE+ A
B8 - AR#50,258,000 A = E—TEA
BRI -

LK%@T\E%E%/\%IEE/Hﬁﬁﬁ ZFERE - R
—MERNA=ZTH  REBUKEAAR
ﬁMzooooooo;ﬂ%)\Iﬁ% B3RS M
BUEE - RZ—=F+-_A=+—81
BAEEBHER R -

£ Eaiss s - AR®250,000,00070(=F
—=F+=ZA=+—H 'E)W?AIEE?QﬁﬁA
MARA R ZREA B R NEER
250,000,0001E{Z5E M7 ©

AEBTRKEBASHEENRETR - R -F
—mERA=TH LK%@ﬁPﬁ%%EﬁH%)\
BEHARE?2,680,000,0007 T B RE LIRS
REMIREIFH -

R-ZE—=F+-_A=+—0 BETFZA
H AR ¥64,000,0007T 2 & 1EE T 2 HR
TERZ IR (HFE23) -

17. INVENTORIES 17. 7€
Unaudited Audited
RCER LNz
30 June 31 December
2014 2013
—E-NmE —E—=F
~NA=+H +ZA=+—H
RMB’000 RMB’'000
ARET T ARET T
Raw materials A 3,287,728 1,833,768
Finished goods 2R T 1,172,098 743,310
Total inventories at the lower of ?§%$§@Tmiﬁf¥’*ﬁﬁ@@ﬁ%
cost and net realisable value SHEMFE4R% 4,459,826 2,577,078
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18. Trade and Bills Receivables

18. EUNBRFA R EE

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 and bills receivables relate to a large number of
diversified customers, there is no significant concentration of
credit risk.

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

REE R TEP TNEB30ORNEEH
EREBRATARER - AEEZYE S8 S
REEER - R XAl RANE BRI
EREREDEAETRENNETFBRE
B EEBREEEHRER

REBE IR - NEELNGRRRE BRI
ERRERBERERAHNRRITET -

Unaudited Audited

RECEX LEZ

30 June 31 December

2014 2013

—E-{mEF T4

ANA=+H +=ZA=+—H

RMB’000 RMB'000

ARET T ARBEFTT

Within 3 months 3{E A A 1,191,750 635,620
4 to 6 months 4% 68 A 31,912 95,743
7 to 12 months 721218 A 33,157 11,353
Over 1 year 1A E 5,387 11,549
1,262,206 754,265

The amounts due from associates of approximately
RMB617,226,000 (31 December 2013: RMB305,692,000)
were included in the above balance. The above balances are
unsecured, non-interest-bearing and are repayable on credit
terms similar to those offered to other major customers of the
Group.

As at 31 December 2013, certain bills receivable of the Group
amounting to approximately RMB50,000,000 have been
pledged to secure the bills payable of the Group (Note 21).
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THAHBEREKEE AR RBEHARE
617,226,000 (ZE—=F+_A=+—
B : AR#305,692,0007T) o it 456k A dE
BKEERE  EBEEEHRATAEEEM
FTERFPHES -

NZE—=F+-A=+—10 A&=E%HE
#)5 NER 50,000,000 7 & T W ZIE 4K
B (EAREEENZE 2 ER (M
21) °
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19. Prepayments, Deposits and Other 19. AR ~ BERHEMMEWNFIE
Receivables
As at 30 June 2014, an amount due from an associate of RZZE—NFNA=+H " Lil&ssiE
approximately RMB92,000 (31 December 2013: RMB2,000) B — KB E A TR IE A AR 92,0007T
was included in the balances. The above balances are —T—=F+-A=+—8: AR¥2,000
unsecured, non-interest-bearing and are repayable on demand. JU) o biliiEerAEEE N RS - W/AEENR

BERF SRR -

20. Cash and Bank Balances, Pledged Deposits  20. HE£ RIE{THET  RESER

Unaudited Audited
30 June 31 December
2014 2013
—E-mE —EF—=F
~A=+H +ZA=+—H
RMB’000 RMB'000
AR®T T ARETT
Cash and cash equivalents W NIREEEY 5,008,714 3,354,590
Pledged deposits REBESFK 274,624 711,709
Time deposits with original maturity REVEFE B =18 A A £/
of more than three months FHTFER 5,320,742 4,830,538
10,604,080 8,896,837
Less: Deposits pledged for banking B AERIRITRERRNRE S
facilities (Note 21 and Note 23) R (Bst21 Rpisr23) (124,624) (561,709)
Less: Long term pledged deposits B REREBSTFR
(Note 16 and Note 23) (MtsE16 K MI7E23) (150,000) (150,000)
Less: Long term time deposits (Note 16) & : & EATEEIFE (MIzE16) (1.652,665) (1,083,548)
Cash and bank balances B& MBITEF 8,676,791 7,101,580
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21. Trade and Bills Payables

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

21. EERARAKREE

AEBEMEDIRZEREREEZ B HNERE
DT

Unaudited Audited

30 June 31 December

2014 2013

—E-mE —E—=F

~A=+H +=ZA=+—H

RMB’000 RMB'000

AR®T T AR®ETF T

Within 3 months 3E B AN 4,394,659 4,199,004
4 to 6 months 42 6{E A 680,495 524,303
7 to 12 months 721218 A 36,441 29,127
Over 1 year (ESV 9,203 8,864
5,120,798 4,761,298

The amount due to an associate of approximately
RMB1,807,342,000 (31 December 2013: RMB253,976,000)
was included in the above balances. The balances with similar
credit terms to those offered by the associates to their major
customers.

Except for an aggregate balance of approximately
RMB245,428,000 (31 December 2013: RMB152,325,000)
secured by the pledge of certain of the Group’s deposits
amounting to approximately RMB81,376,000 (31 December
2013: RMB49,805,000) (Note 20) and nil of the Group’s bills
receivable (31 December 2013: RMB50,000,000) (Note 18),
the bills payable are unsecured.
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T EHBREREN —RBEARZELHA
R #1,807,342,000t( = —=F+ = A
=+—8: AR¥253,976,0007T) ° %545
HZEEREBE AR MEFERPRMSE
5 -

S At AR B245,428,0000( — T —=

+=ZA=+—8: AR®152,325,0007T)
MENZEESRIIUAEBARHNARKE
81,376,000/t (—E—=F+_"_A=+—8:
AR #49,805,0007T ) 85 T 177 51 (M 7520)
MAREBAHT(ZET—=ZF+-A=+—
A : AR®50,000,0007T) & fE Y Z 5 (M
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22. Other Payable and Accruals

A MBERRIME

22 HitE(SFIERTERE A

Unaudited Audited

30 June 31 December

2014 2013

—E-{EF —T—=F

~A=Z+H +=ZA=+—H

RMB’000 RMB'000

AR®T T AREFTT

Advances from customers BEFEMR 748,059 1,408,658
Salary and welfare payables ENEHE RENE 567,578 597,865
Other payables H e 308 3,840,741 2,348,317
5,156,378 4,354,840

T AEHRBIEREABE AR REBHARE
45,468,000c( —E—=F+=-_A=+—H:
AR #63,405,0007T) °

23. sTERRITR EMEE

The amounts due to associates of approximately RMB45,468,000
(31 December 2013: RMB63,405,000) were included in the
above balances.

23. Interest-Bearing Bank and Other

Borrowings
Unaudited Audited
30 June 31 December
2014 2013
—E—NF —T—=F
~A=Z+H +ZA=+—H
RMB’000 RMB’'000
AR®T T ARET T
Current: BPER :
Short term bank loans, secured RERITER(BEMR) 135,368 4,391,693
Short term bank loans, unsecured HAIRTTE FR (4K 4H) 4,441,276 3,622,544
Current portion of long term bank loans, £HIRTTE X (EEA) Y
unsecured BNHAER 592,059 447,269
5,168,703 8,461,506
Non-current: JEBNER :
Long term bank loans, secured RERTER(BEE) 46,719 47,084
Long term bank loans, unsecured RERITE R (EIKH) 1,726,180 178,025
US$500,000,000 3.5% bonds BR35% N -~ N\FEH>
due 2018 500,000,000EL{E% 3,043,041 3,010,426
4,815,940 3,235,535
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23. Interest-Bearing Bank and Other
Borrowings (ontinued)

(a)

As at 30 June 2014, short term bank loans of approximately
RMB135,368,000 (31 December 2013: RMB491,212,000)
were secured by certain land use rights and property,
plant and equipment (Note 12) and certain pledged
deposits (Note 20). As at 31 December 2013, a short term
bank loan of approximately RMB60,574,000 was secured
by an investment deposit (Note 16) of the Group. As at 31
December 2013, short term bank loan of approximately
RMB3,839,907,000 was secured by an aggregate of
24,420,906,271 shares in Yashili International Holdings
Ltd., the Group’s listed subsidiary.

A long term bank loan of approximately RMB46,719,000
(31 December 2013: RMB47,084,000) was secured by
certain pledged deposits (Note 20).

As at 30 June 2014, except for certain short term
bank loans of US$452,464,000 (31 December 2013:
US$1,041,697,000) equivalent to approximately
RMB2,784,981,000 (31 December 2013:
RMB6,799,595,000), certain long term bank loans of
US$290,163,000 (31 December 2013: US$36,971,000)
equivalent to approximately RMB1,772,899,000 (31
December 2013: RMB225,109,000) denominated
in United States dollars and certain short term bank
loans of HK$1,313,500,000 (31 December 2013:
HK$1,411,500,000) equivalent to approximately
RMB1,042,656,000 (31 December 2013:
RMB1,109,764,000) denominated in Hong Kong
dollars, all the Group’s interest-bearing bank loans were
denominated in RMB.

During the six months ended 30 June 2014, the annual
interest rates of the short term bank loans and the long
term bank loans varied from 1.74% to 9.47% and 2.08%
to 3.37% (six months ended 30 June 2013: varied from
1.17% 10 9.47% and 2.22% to 2.25%), respectively.

On 27 November 2013, the Company issued five-year
bonds due 2018 with an aggregated principal amount of
UsD500,000,000 at 99.456% of the face value. The bond
will bear interest from and including 27 November 2013
at the rate of 3.5% per annum, payable semi-annually in
arrears on 27 May and 27 November in each year.
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23.

STERITREMESR @

(a)

R-ZTE—NENA=1TH EHRTE
T ARH135,368,000( —F—=4F
+=—A=+—H : AR®491,212,000
T)NETEIHERELRDE  BE
BEMTI2) RETRESER
(F5E20) EIEIR - R-T—=F+—
B=+—H —SE#HRTERHA
R #60,574,000 TA KR EE —BKE
FR(WF16)EEB - R —=4F
+ZA=+—8  EHETERDHOA
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FRARBETRBEEIERER ARG HE
24,420,906,27 1 BRAXAD VEHE IR o

—ERHIRITERY ARYEAL6,719,000
T(ZE—=F+=—R=+—H: AR
#547,084,0007T) A& TRES TR (M
FE20) VB IR o

RZE—NFA=1TH BITETE
HASR1T B 70452,464,000k (=& —=
F+=-A=+—H :1,041,697,000%
TT) (FHER 4 AR%2,784,981,0007T
TE—=ZF+-A=+—H8: ARK
6,799,595,0007T) ) KA F REETE
290,163,000 L(=ZE—=F + =
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HINERMET,772,899,0007T( — T — =4
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TL))AETAEN  UARETREER
fTE $1,313,500,00008 T ( — & — =
F+-A=+—H : 1,411,500,000/%5
TC) (FEER ) AR 1,042,656,000 7T
(ZB—=F+-A=+—8: AR¥K
1,109,764,0007T ) ) LAE T BB AL N -
REBAFERTEFIIUAARE A
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B o

HE—_Z—WNEXA=1+HIEAEAR -
HHRTERMERETERNER
RAFNINFN1.74%E9.47% }2.08% &
337 % (BEz=—F—=F,~A=1+HIt
NEA N F11T%E.47% 2.22%
F2.25%) 7

R-ZE—=F+—F=-++tH8  KAQ7A
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24. Other Loans 24. M E X
Except for an other loan of RMB33,500,000 with a fixed B H B 3k A R % 33,500,000 (A E T
interest rate of 5.76% per annum which was secured by ¥ WERREBERT(E12))IREEF
certain property, plant and equipment (Note 12), other loans AE576%:HE5 B ERAEEP LR
are unsecured and interest-free. There was no repayment B o NAR A E I iE R -

terms for the Group’s other loans.

Other loans were all granted by local government authorities HittEREMBEPEMLTBFE B A EHAR
in the PRC for the purpose of supporting the Group's EEERREZ @M HRELERE MR L
establishment of production plants in various locations in the

PRC.

25. Other Current Financial Liabilities 25. HittREBEmEaE
Unaudited Audited
REEEZ EIZ
30 June 31 December
2014 2013
—E-mEF —E—=F
AA=t+H +TZA=+—H
Note RMB’000 RMB'000
Mt AR®T T AREFIT
Interest rate forward contracts FRREAEH (a) 6,100 -
6,100 -

Note: BtEE -

(@) The Group has entered into various interest rate forward (@) AEBBRIVZMAREREEL  NEREHE
contracts to manage its floating rate exposures. These interest SFENVAIEERE  ZEMESLTIARER
rate contracts are measured at fair value through profit or EREZEHF ABE - ARG ARHERHL
loss. Net fair value loss on interest rate forward contracts of AEZERNAREPAN DA BEBRFEE
RMB6,100,000 (six months ended 30 June 2013: Nil) was ANR#6,100,000 (B2 -ZE—=F,\A
charged to the interim condensed consolidated statement of =THIERER - &) -

profit or loss during the period.
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26. Long Term Payables 26. REAE(SFIE
The Group’s long term payables represent the amortised NEEBNREHEMNNIBIEEGSES EERE
costs of outstanding instalments payable for the purchase of DEAT M FOER KA - MERERANE
production equipment. The effective interest rate used for BRMEATISBAOTE - BEALBNER
the amortisation is the prevailing market interest rate. The Hian T

balances are repayable as follows:

Unaudited Audited
RISEX KEZ
30 June 31 December
2014 2013
—E-mEF ZE—=F
AA=+H +=ZA=+—8
RMB’000 RMB’000
AR®T T ARBET T
Within 1 year 15K 53,434 58,915
11to 2 years 18229 31,965 51,300
2 to 5 years 2&E54F 35,304 49,378
Total long term payables REIEN ZUBLRE 120,703 159,593
Less: Amount due within 1 year included & : 5t AJRBN B & E i E(S
in current liabilities under other FIEMFERERN—FNRN
payables and accruals FIEAF IR (53,434) (58,915)
67,269 100,678
Certain long term payables are secured by the Group's ETRBENRENRAEENDE  BEK
property, plant and equipment (Note 12). FABEEIR(BIFE12) -
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27. Other Non-Current Financial Liabilities 27. HERBEMEE

Unaudited Audited

REEEZ EIZ

30 June 31 December

2014 2013

—E-IF —T=F

AA=t+H +TZHA=+—H

Notes RMB’000 RMB'000

MisE AR®T T AREFT

Present value of contingent considerations ={ A (EBIRE (a) 132,931 134,605
Present value of considerations to be BR—FE Iz

paid beyond one year RBIRE (b) 17,807 17,259

Present value of redemption amounts AIREW A AL &

for potential acquisition of puttable FEIE PR B AE 2

non-controlling interests EOeRERE (o/(d) 1,524,037 512,095

1,674,775 663,959

(a)

During the period, the Group has agreed to pay on
demand the contingent consideration of RMB6,026,000
arising from the Group’s acquisition of Shijiazhuang
Junlebao Leshi Dairy Co., Ltd. in 2011. The amount has
therefore been reclassified to other payables and accruals.
As at 31 December 2013, the fair value of the contingent
consideration was RMB5,940,000.

The fair value of the contingent consideration arising from
the Group's acquisition of Mengniu Arla (Inner Mongolia)
Dairy Products Co., Ltd. (“Arla”) is RMB120,131,000 at
the acquisition date of 1 January 2013 and re-measured
RMB132,931,000 as at 30 June 2014 (31 December
2013: RMB128,665,000).

The fair value of the remaining considerations with
the principle amount of RMB20,000,000 to be paid
beyond one year arising from the Group's acquisition of
Mengniu Arla at the acquisition date is re-measured to
RMB17,807,000 as at 30 June 2014 (31 December 2013:
RMB17,259,000).

(a)

KEA - AEBRERERE A HAR
BEARM6,026,000T  HEEABAE
BN T ——FREARAEE L E LR
IEBRAF Bt SEENHEE
HEMENRBERERER KT —=
F+-A=Z+—H SAKREBZzARE
A AR#ES5,940,0007T °

EXaAEEREAS & K426
mEREFEAT (BT ]) 2 AR
BERWBEREI—E—=4—A—8)
ZRAREABARE120,131,0007T © I
R-ZE—MESNA=ZTHEGAAR
#132,931,000L(ZZE—=F+ =R
=+—H: AR#¥128,665,0007T) °

R-ZZT—WENA=+H AEXEER
WEE AR RFMBR —FE X
2 A4 5 AR20,000,0007T 2 H#4
REzAREBEEHAARY17,807,000
T(ZE—=%+=-A=+—8: AR
#17,259,0007T) °
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27. Other Non-Current Financial Liabilities

(continued)

(@

According to the equity purchase agreement entered
into among the Group, Shijiazhuang Junlebao Dairy Co.,
Ltd. (“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 2014, the Group derecognised
the carrying amount of non-controlling interests of
RMB357,577,000 (31 December 2013: RMB324,804,000)
and recognised a financial liability at the present value
of the amount payable upon exercise of the option of
RMB551,783,000 (31 December 2013: RMB512,095,000)
and accounted for the difference into equity.

Under the Equity Joint Venture Contract entered into
between Inner Mongolia Mengniu and Danone Asia
Pte Ltd. ("Danone”) dated 9 August 2013, an option
was granted to Danone to terminate the Equity Joint
Venture Contract and sell the entire Danone’s Stake to
Inner Mongolia Mengniu at the Exercise Price within
a 15-day period at the beginning of each biennial (2-
year) period from the seventh (7th) anniversary of the
relevant closing date under the Amended and Restated
Framework Agreement, subject to compliance with the
then applicable laws and regulations (including the Listing
Rules) by the Company, including the then relevant Listing
Rules in connection with connected transactions. As at
30 June 2014, the Group derecognised a non-controlling
interest of RMB236,129,000 (31 December 2013: Nil) and
a financial liability at the fair value of RMB972,254,000 (31
December 2013: Nil) payable upon exercise of the option
and accounted for the difference into equity.
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BREAEE AREBLENEEGRA
RI([BEE|) NBLENIETERBEE
IR AEERHZ  AEERIEER
R R - Bt - RZF—RF
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THEEBLEONEE R _ZT—/NO
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&% R i = M BRI A R 357,577,000
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512,095,00070) R EMEE - W=
ARt A o

BEASSFEZERE T MNER AR ([
BEDR=—_ZE—ZF)\ANLALHNAE
BCaAR - EREER—IREE A E
KIEFT RERIMIERBREEZE Bim
T7)EFR - BMQ)F2HABETR
AR IEEEEERR - W ERE A
EMWRITEEETFTATSEYF - BARQF]
WBBTERMNBERER(BELTH
ADKMATE  BREERFEMHARNENE
BLXHWMBE -R-_ZT—UFA=1
B AEBRIEERIEERRERET A
R#236,129,000L( =& —=F+=A
=+—0 8) RIRITERIERGER
MemaEAREARKIT2,254,000
T —E—=F+—_A=+—08 &)
W s =Tt AR ©



NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS A EAf& BA4R & B T 3R R MO =T

28. Share Capital and Shares Held for 28. B AN K B PR 5 M AR R 2R B ET BI1F
Restricted Share Award Scheme BB 7
Unaudited Audited
REER BEZ
30 June 31 December
2014 2013
—E-mEF —E-=F
AA=t+H +TZA=+—H
RMB’000 RMB'000
AR®T T ARKETTT
Authorised: JEE
3,000,000,000 ordinary shares of 3,000,000,000/% &M EE
HK$0.1 each 0.17B TR B @Ak 319,235 319,235
Number of
ordinary shares
ZEREAE
Notes ‘000 RMB’000
Mt aE T AR®T T
Issued and fully paid: 2 i&“ﬁ& HE -
At 1 January 2014 (Audited) RZZE—HF
—A—RA(&E%) 1,835,263 186,476
Shares issued under equity-settled BRI AR D A
share option arrangements R PEE TR (@) 1,826 145
New share subscription and issuance AR RS R BT (b) 121,236 9,604
At 30 June 2014 (Unaudited) MZZE—MF
~NA=1H
(REEZ) 1,958,325 196,225
At 1 January 2013 (Audited) RZE—=F
—A—B(&&EZ) 1,768,232 181,151
Shares issued under equity-settled HRIR AR (9 S A5 89
share option arrangements BT EITRG () 52,711 4,199
At 30 June 2013 (Unaudited) RZT—=%F
NA=T
EREA) 1,820,943 185,350
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28. Share Capital and Shares Held for
Restricted Share Award Scheme (eontinued)

(a)

The 1,826,371 (six months ended 30 June 2013:
52,710,856) share options exercised during the period
resulted in the issue of 1,826,371 (six months ended 30
June 2013: 52,710,856) ordinary shares of the Company
and issued capital of RMB145,000 (six months ended
30 June 2013: RMB4,199,000) and share premium
of RMB34,324,000 (six months ended 30 June 2013:
RMB955,227,000). The weighted average share price at
the date of exercise for these options was HK$38.89 (six
months ended 30 June 2013: HK$26.09) per share.

During the period, the Restricted Share Award Scheme
(Note 31) acquired 6,993,000 of the Company’s
shares (six months ended 30 June 2013: 6,256,000)
through purchases on the open market. The total
amount paid to acquire the shares during the period
was RMB212,998,000 (equivalent to HK$268,344,000)
(six months ended 30 June 2013: RMB131,812,000
(equivalent to HK$165,478,000)). The 10,159,600 (six
months ended 30 June 2013: Nil) shares vested under
Restricted Share Award Scheme during the period resulted
in the transfer of RMB326,555,000 (six months ended 30
June 2013: Nil) to Restricted Share Award reserve.

On 12 February 2014, Danone, COFCO Dairy Investments
Limited, ("COFCO Dairy"”) and the Company entered
into a Subscription Agreement, pursuant to which
the Company conditionally agreed to issue and allot
121,236,357 shares to COFCO Dairy with a total
consideration of HK$5,152,545,000. The transaction has
been completed on 27 March 2014.
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28. B2 K A BR P AR

FR i A

BHBRA 0

(a)

HIRA H£1,826371Hh (BHE-_ZF—=
FRA=1+HIE/AMEA : 52,710,856
M) BREEITE  EHETEAQF
1,826,371 R(BE-_Z— =A==+
Bk 7<f@ A : 52,710,856 % ) & i@ A%
N B E TR A AR 145,000 (B =
—E-=FXA=1+RHILAEA A
R #4,199,0007T) kIR H mEARE
34,324,000 (B ZE = —=F N A
—+HBIEAREAR - AR®955,227,000
JL) o R EHWRERITER Z TS
KREATK38SIETL(HE_T—=F
NAZTHIEAER - 26.09%87T) ©

HA A PR )1 I 3= B2 AT & (T 5E31) 33
ﬂ@ﬁﬁmi%ﬁ%;\sg%,oooﬂﬂiﬁﬂﬂﬁ

NEEZT—Z=ZF~AZ+HIEAAE
A :6,256,000%) - INEEEZE R M
MENSEEE A ARK212,998,000
7T (FH & 7 268,344,000/ 7T ) (B = —

—=ZFXNAZ=ZTHLEAREAR : AR
131,812,000 7T ( #8 & 7 165,478,000 %
JC)) o BAAE RIRR B VIR E SRR &
EF/@ 10,159,600 R (BLE-T—=F X
B=Z+HBIENEA « #)RD - EEA
R#326,555,0007C (B E - T —=F X
RA=+HIEAREAR : £)8 ARHIHERK
SIEEREE o
WZZ—MNF-—F+=H  ZE& - g
EREERAR(FEIE]DERARD
RIFI M RE W - Bt - AR RIHIEE
b [A) B 21T K B #121,236,357 % & 15
FTHEILE - 8K {EA5,152,545,000
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29. Other Reserves

Movements in other reserves of the Group during the period

are as follows:

29. Hibf#1E
HA - ANEEEE BRI

Share option
Foreign  Financial reserve/
currency assets  Restricted
Share  Contributed translation  revaluation Share Award Other
premium surplus reserve reserve reserve  reserves Total
BhERE/
M SHEE  RAERZ
RiAE  EHER RERE  EfRE  RERE ARG &3t
RMB'000 RMB'000 RMB'000 RMB'000 RMB000 RMB'000 RMB000
ARSTR  ARBTR ARETR  ARBTT  ARETR  ARETR  ARETR
For the six months ended HECE-RERA=TAL
30 June 2014 (unaudited) ~ER (£E2H)
At 1 January 2014 R-2-BE-A-R 8,129,932 232,020 (534,664) (67,347) 337,198 506,751 10,628,142
Other comprehensive income Fnnznka
for the period - - - (1,267) 173,344 - - 172,017
Shares issued under equity-settled share  REMRG S HMERER #
option arrangements (Note 28(a)) ERm(280) 34,34 - - - - - 334
New share subscription and issuance ~ FRFZERET 4,064,370 - - - - - 4,004370
Equity-settled share option WX RaERERH
arangements - - - - 33,344 - 33,344
Transfer of share option reserve upon 7B RIEREL B RIERE
exercise of share options 18,494 - - - (18,494) - -
Transfer of share option resenie upon -~ HBREX I EREEY
forfeiture or expiry of share options ~ BRiEGE - - - - (157) - (157)
Restricted Share Award Scheme Rt RERRE (E31)
(Note 31) - - - - 103,738 - 103,738
Shares vested under Restricted RERHRERETE
Share Award Scheme SEOR (150329) - - - (176) - (32655)
Capital njection by non-controlling ~~ SEERRMRGR A
shareholders 734,400 - - - - - 734,400
Change in equity interest in a subsidiary 72 ERERH
without loss of control (FEX ) - - - - - 9,450 9,450
Dividends paid/payable Eff/ERRE (391,060) - - - - - (391,060)
Deemed disposal of a subsidiary BRALE-FFRA - - - - - - (2,047)
Derecognition of puttable BT EE AR
non-controling interests ks - - - - - (693181  (693,181)
At30 June 2014 RE-BERA=TH 1240131 23200 (535931) 105997 280003  (176,980) 14,366,845
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29. Other Reserves (ontinued) 29. HittfFfEwm
Share option
Foreign financial reserve/
currency assets  Restricted
Share Contributed Statutory ~ translation ~ revaluation  Share Award Other
premium surplus Teserves reserve feserve reserve Teserves Total
BhiERE/
e cEEE  RAERZ
ROEE  BHER  iERE  AERE  ERER R0EE KBk a3
RMB'000 RIMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AEBTT  ARETR ARETR ARETR ARETR  ARETR ARETR ARETR
For the six months ended HE-E-ZERA=tHL
30 June 2013 (unaudited) ~NER(#EEH)
At 1 January 2013 R-E-=5-f-H 6,318,939 232020 1,711,351 (488,695) 58,030 817,416 (158,360)  8491,301
Other comprehensive income hEm2 TN
for the period - - - (67,543) (58,630) - - (126173)
Shares issued under equitysetled  BENRBRNERE
share option arrangements Bl (8
(Note 28(a)) 955,227 - - - - - - 955,227
Equity-settled share option WRI SRR
arrangements - - - - - 40,529 - 40,529
Transfer of share option resenve upon {7 IRER B B EE B
exercise of share options 434032 - - - - (434,032) - -
Transfer of share option reseve upon — RETRER B ERE &
forfeiture or expiry of share options ~ BfRiEGE - - - - - (95,492) - (95,492)
Restricted Share Award Scheme R R SR 831
(Note 31) - - - - - 39,960 - 39,960
Derecognition of puttable BIEBREEEER
non-controlling interests Rk - - - - - - (8,297) 8.297)
At 30 June 2013 WZ5-=ExA=TH 7,708,198 22000 1,711,351 (556,238) - 368,381 (166,657) 9,297,055

86  China Mengniu Dairy Company Limited Interim Report 2014



NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS A EAf& BA4R & B T 3R R MO =T

30. Deemed Disposal of a Subsidiary

31.

On 13 January 2014, Fuyuan, an indirectly owned subsidiary
of the Company, issued additional 584,000,000 shares to new
shareholders at RMB700,800,000. The transaction resulted in
the dilution of the Group's interest in Fuyuan from 100% to
50.68%. As a consequence, Fuyuan became an associate of
the Group since then.

30 RRAIEE—RF A H

RZE—NF—A+=H " A aBEEES
#F AR &R AR 700,800,000 T [ 57
[i% B2 %8 91 3% 17 584,000,000 % B 17 » Z B
SGERAEBENERMNEZHA100%EEE
50.68% ° FEtt * BIRE LLAK A A S B A &

NS

2014

—E2-F

RMB’'000

ARET T

Assets of disposal groups classified as held for sale D AZEFENREEMENEE 1,371,611
Liabilities directly associated with the assets HFEFENEEREZEBNEE

held for sale (746,516)

Initial recognition of an associate YIAMER — KRBt E N ) 719,998

Gain on deemed disposal of a subsidiary BREE —RTRAaWE (94,903)

Restricted Share Award Scheme

The restricted share award scheme (the “Restricted Share
Award Scheme"”) of the Company was adopted by the board
on 26 March 2013 (the “Adoption Date”). The purpose of the
Restricted Share Award Scheme is an incentive to encourage
the Participants for the continual operation and development
of the Group.

Subject to the terms of the Restricted Share Award Scheme
and the Listing Rules, the board may at any time make an
offer to any eligible person it may in its absolute discretion
select to accept the grant of an award over such a number of
shares as it may determine. Existing shares of the Company
will be purchased by the trustee of the Restricted Share Award
Scheme from the market out of cash contributed by the Group
and be held in trust for the relevant Participants until such
shares are vested with the relevant Participants in accordance
with the provisions of the Restricted Share Award Scheme.
The shares of the Company granted and held by the trustee
until vesting are referred to as the Restricted Share and each
Restricted Share shall represent one ordinary share of the
Company. Shares will be acquired by the independent trustee
(the “Trustee”) of the Restricted Share Award Scheme on the
market out of the funds contributed by the Company and be
held in trust in accordance with the provisions of the Restricted
Share Award Scheme.

31. BRI Z 42 BT 2l

AR AR HIE RS 2R A 8 (TR 82
BIF 8 DR - —=F=A -+ B(&R#HK
RHDEEZSRM - REIERZEB S
EERB2EELEBRAEENLENER
AR

AR IR PR I 1 A R A2 B AT SRR e LT AR RN
EXgUERREMNGERATFELRZL
HEEBMATRBEEEEMEFTSRERH
Z BB BE Z =E) - RHIERRER
FZXAANAREELENREN TS LB
BARBRARD - RAGEEAKEHEZ
BERH BEEREROHRBERGIMERTE
BiEtEl 2 B BN AR EERL - BR
HEBEEAFEEERB 2 AR RIRMDE
REBIMERS - MERBIERREIEARR] —
P B AR o B A% Fa PR I ME A R 28 BT 8 2
BIYIZFAANTZFEADRARRBRTZES
K5 EWE - WAREBR LR B 2
BEXAMERERATA -
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31. Restricted Share Award Scheme (continuea)

No Shares shall be purchased pursuant to the Restricted
Shares Award Scheme, nor any amounts paid to the Trustee
for the purpose of making such a purchase, if as a result of
such purchase, the number of Shares administered under the
Restricted Shares Award Scheme shall exceed 5% of the issued
share capital of the Company, and the maximum number of
Restricted Shares which may be granted to a Participant at any
one time or in aggregate may not exceed 0.5% of the issued
share capital of the Company at the Adoption Date.

Subject to any early termination as may be determined by the
board, the Restricted Share Award Scheme shall be valid and
effective for a period of 5 years commencing on the Adoption
Date.

Particulars of Restricted Share Award Scheme

Date of grant

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS A ERf§ 8RR & B 5 3R R MI=E

31. BRI Z 4 B EH &l )

fis) E AR HR PR ) VE AR R AR BN AT BB B AR (D » B
FRG MR R REE 2 EEMNRMDER HB
RATEBETRAZS% - BITEEITEBE
B ITBRAZTAI N ERFIEUERA
BEE  MAEARBETERTE-—2HEE
RIPR S MR R & B LR s BT 15 BB AN
HEIARRAIE #ITIRA20.5% ©

XRREFEARBEE EMESKL R
1 A SR B2 R A B 7O SR A B R St L 1
BA—BEBBBAE -
REMERRRBEFE

Fair value per share

R A BRANE
(HKS)
(87T)
26 April 2013 (note a) —E—=FpH - +xB(M5Ea) 21.65
17 April 2014 (note b) ZE—NFNHA B (D) 40.95
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31. Restricted Share Award Scheme (ontinued)
Notes:

(a)

On 26 April 2013, a total number of 17,569,400 Restricted
Shares, representing 0.99% of the issued capital of the
Company as at the Adoption Date, were granted to the Selected
Participants. The Selected Participants are persons who, in the
opinion of the Administration Committee, contributed directly
to the overall business performance and will contribute to the
sustainable development of the Group. Out of the total shares
granted, 8,425,800 Restricted Shares were granted to the
Chief Executive Officer, who is also an executive Director of the
Company, which would vest in five tranches each on the first,
second, third, fourth and fifth anniversaries of the Grant Date in
accordance with certain vesting conditions (including the Group's
performance targets), subject to the publication of the full-year
results of the Company for the relevant financial year. The grant
of Restricted Shares to other directors, senior management,
heads of departments and other employees of the Group shall
vest in full on 31 March 2014 in accordance with the vesting
conditions (including the Group’s performance targets), subject
to the publication of the full-year results of the Company for the
relevant financial year.

On 17 April 2014, the Company approved a grant of Restricted
Shares under the Restricted Shares Award Scheme, pursuant to
which 6,055,000 Restricted Shares, representing approximately
0.34% of the issued share capital of the Company as at the
Adoption Date, were resolved to be granted to the Selected
Participants. The Selected Participants are persons who, in the
opinion of the Administration Committee, contributed directly
to the overall business performance and will contribute to the
sustainable development of the Group. This batch of Restricted
Shares shall vest in full by 30 April 2015 in accordance with the
vesting conditions (which will include the Group’s performance
targets in 2014), subject to the publication of the full-year results
of the Company for the relevant financial year.

The fair value of the Restricted Shares granted was calculated
based on the market price of the Company’s shares at the
respective grant dates. No dividend will be considered.
The Group recognised the Restricted Share expenses of
approximately RMB103,738,000 (six months ended 30
June 2013: RMB39,960,000) into the interim condensed
consolidated statement of profit or loss during the period.

31. BRI Z 42 B EH &l )

GhE

(@) MN-ZB—=FmWA-+<B KEEALK
BT2EERTA £17,569,400 J% IR & 145
BE - AEEARRREMBEBRZBEREITRA
099% - TTHZEERE " KETLEER
BAUAEERBEKKRBEEEEZSR - I
BRERANEEFERR AL - KBRS
RE1D #2857 > 8,425,800 % IR 4l ME AR 2= T 1%
FTRB(ENEBARTRITES) Z5R
DBREETEBKE(REASERES
2) pREHAES  mEBEHBSFAEB
BRHAHS®EE— - — = WOERAEBSE -
WABANRABMREE TS FEE
% HAMEE c IAEBEMES 24T
BAE - BHAETEREMEERE 2RI
BRE - BRERBKE(REASERES
Z) R-CE—NME=A=+—HBRERE -
WAFARNR AT REE T %2 FEE
% HAIERE -

(b) RZZE—WFWMA++H  ARFHERIE
PR il 14 % SR S B AT B IR PR I MERR ZE - Rt
HORAAEE E 2 EE 6,055,000 KR Hl
MRE - (EARRARMBE 2 BBHITRA
#0.34% - (THREZEBERA  KETLHE
BRAHASEEREBRREEAEZEERH
WHERKAAEBAIFEZRE 2 AL - ZHR
SR EERERBIET(BREAERN-Z
—UFEHRRER)  RZTE—AFHOA=F
BATGEHSRE - HASTAQA R ERTBRE
EHEERFEEE - HAEE -

EERHBEHMREZ AAE - HERARQF
FHREREBHZTETE - EFR BT
I MRE - BN - AREED R HB R
BlEGET  BERARAEREZ HHOARE
103,738,000t (BE-T—=FA=1+H
1ENEA - ARBE39,960,0007T) ©
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32. Contingent Liabilities
Aside from the disclosure in note 27, the Group had
contingent liabilities not provided for in the interim condensed
consolidated financial statements at the end of the reporting
period as follows:

32.

HAREE

AR E—l

BRPRE27 PRI EE B SN - AEBE NI E HRAL
BETHERGEWBERRIELBEEHEZHA

BESIENT

Unaudited Audited
RBEX KEZ
30 June 31 December
2014 2013
—E—IF —E—=fF
AA=1+H +ZH=1T—H
RMB’000 RMB’000
ARET T ARBFT
Guarantees given to banks in connection FtLA N A +HEFREET
with facilities granted to: MERTTHREER
Third parties =7 114,000 114,000

33. 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 end of the reporting period:

33.

BAESE

RBEHR  AEEERBEENERZYE
R ES M R AR B AR T ¢

Unaudited Audited

REEEZ EIZ

30 June 31 December

2014 2013

—E—MEF —E—=F

RA=tH +TZA=+—H

RMB’000 RMB’000

AR®T T ARBFT

Contracted, but not provided for ERIAEAREE 1,095,659 974,968
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34. Related Party Transactions
(a) In addition to the transactions and balances which
are disclosed elsewhere in the interim condensed
consolidated financial statements, the Group had the
following significant transactions with its associates and
other related parties.

3. BERA TR 5

(a) BRI IR AAAR & S SRR B BRI
BHIR 5 KGRI - AEREEARER
A M A MBRE A LT NIIEARS -

Unaudited
REBEZ
For the six months ended 30 June

BEAA=THLEAEAR

2014 2013
—E-NF —E-=F
Note RMB’000 RMB'000
o AR% T ARETT
() Sale of liquid milk products to MBS A RIS
associates TREB AN E R (i) 2,580,214 2,200,980
() Sale of ice cream products to R E N RIS
associates ACEEE & (i) 96,455 154,827
() Sale of milk powder products to MEEE A BIHE
associates I E & (i) 4,788 9,304
(VI)  Sale of other dairy products to MEE A RIHE
associates Hin &M (i) 4,674 6,601
(V) Purchase of raw materials from AARE—EEREMN
affiliates of a major shareholder NRIEERME
of the Company (i) 177,995 149,018
(Vl)  Purchase of raw materials from EIRE AN | 3|
an associate [R¥ () 1,361,643 160,765
(VIl)  Purchase of ice cream products R—REENFEE
from an associate AKCEIEE G (i) - 62,702
Note: Pzt -
(i)  The considerations were determined with reference to the () EBRELSLEEEMHERRKERE=

then prevailing market prices and the prices charged to
third parties.

TTEBIRETE °
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34. Related Party Transactions (continued)
(b) Compensation of key management personnel
of the Group

34. BB A X5 )
(b) XEBHNETESEAESHRM

Unaudited
RIBERZ

For the six months ended 30 June

BEAA=1TRHILAMEA

2014 2013

—E—NF =5

RMB’000 RMB'000

ARET T AEREFTT

Directors’ fees ExHE 940 885
Salaries and allowances e NMEAL 12,120 4,907
Retirement benefit contributions BIREF 423 258

Notes:

(iii)

92 China Mengniu Dairy Company Limited

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

In addition to the key management compensation shown in
above table, during the period from 2006 to 2011, certain
directors and senior executives were granted share options
in respect of their services to the Group under the share
option schemes of the Company. In accordance with IFRS
2, share-based payment benefits represent the fair value
at the grant date of the share options amortised to the
interim condensed consolidated statement of profit or loss
during the period disregarding whether the options have
been vested/exercised or not. During the period, the share-
based payments relating to the share options granted to
these directors and senior executives were approximately
RMB11,347,000 (six months ended 30 June 2013:
RMB6,277,000).

In addition to the key management compensation shown
in above table, during 2013, certain directors and senior
executives were granted restricted shares in respect of
their services to the Group under the Restricted Share
Award Scheme of the Company. In accordance with IFRS
2, share-based payments represent the fair value at the
grant date of the restricted shares amortised to the interim
condensed consolidated statement of profit or loss during
the period disregarding whether the restricted shares have
been vested/exercised or not. During the period, the share-
based payments relating to the restricted shares granted to
these directors and senior executives were approximately
RMB23,738,000 (six months ended 30 June 2013:
RMB9,726,000).

Interim Report 2014

(ii)

(iii)

TE2EBABNBIECHREAENTA
RAEBENSRITHAENME -

B ERFIRETEEEIEABRHIN -
“EERFE_T——FHR BTFE
ERSRITBAERFESHAEBNR
TR N BIAR IR BB AR b 5T 81 IR BB AR
1 o RIBEBEMISHREERFE25E - M
B1D BER A (e F e B IR T
AHIWAARE  BANERPHERGRE
BERR AT S - Tk S ARE
RECEB 1T - iR BERT%
ZEZERSWITIA B BE AN AR
BEROIHHAEARE11,347,000
T(EHE-Z—=FA=1+HI~E
A AR¥6,277,0007T) °

B ERFIREEZSEE A BRI 0 1
—E—=F BETEEREATHRAE
RESEHAEEMORSERQBIRER
I AR AR EN AT EI IR L PR B AR EE - AR
BRI SR RIS 25 - IRD B
AR ER SR Z R E B ER
ARhE - HRERFHERAGAEER
RTF DA S - TN am ek SRR Il MR 222
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35. R8T Em T A
RBEHF - A BN SR T ANERE
M

35. Financial Instruments by Category
The carrying amounts of each of the categories of financial
instruments as at the end of the reporting period are as

follows:

As at 30 June 2014

RZE—-NEAA=1+H

Financial assets: SREE
Fair value
Fair value through other
Amortised through comprehensive
cost  profit or loss income Total
B RERE
O BEH®®
BH#H FTAEAM
BHp A FTABR e @t
RMB'000 RMB'000 RMB’000 RMB’000
ARETR AR¥TR AR®TR ARET R
Trade and bills receivables U R EE 1,262,206 - - 1,262,206
Financial assets included in BERERT RERk
prepayments, deposits and Hft B U FRIE A
other receivables TREE 311,571 - - 311,571
Equity investments AR E - 41,066 577,756 618,822
Unit trust investment Bfi5RE - 550,258 - 550,258
Entrusted loans ZEEN 100,723 - - 100,723
Derivative financial instruments TEERIA - 13,582 - 13,582
Investment deposits REGFER - 2,680,000 - 2,680,000
Pledged deposits RESFEN 274,624 - - 274,624
Cash and cash equivalents BeLReEED 5,008,714 - - 5,008,714
Time deposits with original maturity REIEAA=1E AU L
of more than three months THER 5,320,742 - - 5,320,742
12,278,580 3,284,906 577,756 16,141,242
Financial liabilities: - 3=Li
Fair value
Amortised through
cost  profit or loss Total
BARESE
BHZH
B A TABR o
RMB'000 RMB'000 RMB'000
ARETR ARETR AR¥FR
Trade and bills payables ERERREE 5,120,798 - 5,120,798
Financial liabilities included in other BEREMEMNFIER
payables and accruals BREA EBAR 3,787,307 - 3,787,307
Interest-bearing bank and other borrowings st E4R1TREAMEE 9,984,643 - 9,984,643
Other loans Hib &3 127,565 - 127,565
Derivative financial instruments fTEERIA - 6,100 6,100
Long term payables REENTIE 120,703 - 120,703
Other non-current financial liabilities EErRgemAasE 1,674,775 - 1,674,775
20,815,791 6,100 20,821,891
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35. Financial Instruments by Category «ontinuea) 35. REREI P MERm T B
As at 31 December 2013 N-—EE—=%+=-HA=+—H
Financial assets: TREE
Fair value
through
Fair value other
Amortised through  comprehensive
cost profit or loss income Total
YN RS
Z\\fﬂ n+i E.H """"" @J
BEE SAEAM
R HAER e Bar
RMB'000 RMB'000 RMB'000 RMB'000
AREFT AREFT ARETT ARETT
Trade and bills receivables EWEZRER 754,265 - - 754,265
Financial assets included in BERBNT - BE Rk
prepayments, deposits and other  Et YA
receivables LREE 337,798 - - 337,798
Equity investments B E - 41,066 400,580 441,646
Unit trust investments BRETRE - 350,258 - 350,258
Entrusted loans RIEER 74,453 - - 74,453
Investment deposits BEGH - 1,344,508 - 1,344,508
Pledged deposits REEED 711,709 - - 711,709
Cash and cash equivalents BeRRESEY 3,354,590 - - 3,354,590
Time deposits with original maturity REIEAE A=18 A U L&
of more than three months TEER 4,830,538 - - 4,830,538
10,063,353 1,735,832 400,580 12,199,765
Financial liabilities: SEaE
Fair value
Amortised through
cost profit or loss Total
NN EERS
BEEH
iR FAER @it
RMB'000 RMB'000 RMB'000
AREF T AREFTT AREFTL
Trade and bills payables [ERETRERE 4,761,298 - 4,761,298
Financial liabilities included in other payables & ¥R Bt #0182
and accruals BREAZCRAE 2,286,210 3,192 2,289,402
Interest-bearing bank and other borrowings 5t ERITREMEE 11,697,041 - 11,697,041
Other loans =i EH 92,565 - 92,565
Long term payables REEANTE 159,593 - 159,593
Other non-current financial liabilities HiErRBSpa s 663,959 - 663,959
19,660,666 3,192 19,663,858
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS A EAf& BA4R & B T 3R R MO =T

36. Fair Values and Fair Value Hierarchy of

Financial Instruments

Fair value

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

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

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

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

The fair values of listed equity investments are based on
quoted market prices.

The Group enters into derivative financial instruments with
various counterparties, principally established commodity
trading exchanges or financial institutions with good credit
ratings. Derivative financial instruments, including commodity
futures contracts, foreign currency forward contracts and
interest rate forward contracts, are measured using market
qguoted prices or quoted prices from financial institutions
with which the forward currency contracts and interests rate
forward contracts are entered into. The carrying amounts
of commodity futures contracts, foreign currency forward
contracts and interest rate forward contracts are the same as
their fair values.

36. tRITECARBRAARERER

«

DRE
TREEMRBEZAABERME2EELR
BT R 5 (REFBEHEHERIN P A
EEEXHERABIEE

0|

TXEFIBRE R AENTHEMRR

RelBReEEY RESHFROHI
7 BEESNRER  BARFALRE B
BERENR B2 REMREGEN SR E
E - BREREMENFKEARBRERNSR
B RBAERTERREMERETA
VB R R B A B A B2 1% 2 R E (A AR

ot ZF m

Hiv @ MEENFRBE D  REREST
F o REEHER  FRRTEFRR KR
NRENFERDEH DU MEMIERD SR E
B RAETFRBBELGR - FERR K&
TR AR T AR R A ESH N RITIR A
ARBRERENTAFE -

EHRARENRAABHERTSRE -

AEBESEHFHILTESHTA =
EREXRINBERESIXFAAEEFER
R REE  BmmBEAN  INEERBS
HRNEEMENFTLESRIA - JHEM
MSHRE  HBHITVABEEHERAONR
MEEHMENNERMBEBORETE - B
HEAK  INEEHA O RF R EHE K
FREERFEENAAERER -
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS A Hif&iBR4R & B FE SRR MIaE

36. Fair Values and Fair Value Hierarchy of
Financial Instruments (ontinueq)
Fair value (continued)
The carrying amounts and fair values of the Group’s and
the Company’s financial instruments, other than those with
carrying amounts that reasonably approximate to fair values,
are as follows:

36. e TR 2 A RERAARERER

(&)
D RAE

AEBRARR 22T A(RKREESR
BEREMEEZ M AN ZREER

ERNNE

Carrying amounts

FREE
2014 2013
—E-f —T-=F
RMB’000 RMB'000

ARBTR ARETT

AT
N
Fair values
ARE
2014 2013
“E-NmEF —2-=F
RMB'000 RMB'000

ARBTR ARBTTT

Financial assets measured REBERATEN
at amortised cost tREE
Other financial assets HitemEE
—~ non-current portion —ERBBH
Long term pledged deposits RERELTFEN
Long term time deposits RETHER

17,352 24,472
150,000 150,000
1,652,665 1,083,548

17,407 24,566
145,488 148,572
1,584,658 1,031,305

1,820,017 1,258,020

1,747,553 1,204,443

Carrying amounts

REE
2014 2013
—E-mE ZF-=F
RMB'000 RMB'000

ARETR  ARETRL

Fair values
ARE
2014 2013
—E-NF —T-=F
RMB’000 RMB’'000
ARETR ARETT

Financial liabilities measured REBHERAREN

at amortised cost tRas
Other financial liabilities Hite@aE

— non-current portion —ERBHH
Interest-bearing bank and other HEBETREMEE

borrowings - non-current portion  —FERENEH
Long term payables REER TR

1,674,775 663,959

4,815,940 3,235,535
67,269 100,678

1,674,775 663,959

4,815,940 3,235,535
67,269 100,678

6,557,984 4,000,172

6,557,984 4,000,172
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36. Fair Values and Fair Value Hierarchy of
Financial Instruments (ontinueq)
Fair value hierarchy
The Group uses the following hierarchy for determining and
disclosing the fair values of financial instruments:

Level 1:

Level 2:

Level 3:

fair values measured based on quoted prices
(unadjusted) in active markets for identical assets or
liabilities

fair values measured based on valuation techniques
for which all inputs which have a significant effect
on the recorded fair value are observable, either
directly or indirectly

fair values measured based on valuation techniques
for which any inputs which have a significant
effect on the recorded fair value are not based on
observable market data (unobservable inputs)

Assets measured at fair value:

()
DRERER

REBERMAATBRIAE

MARE :

36. e TEZARERR

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS A EAf& BA4R & B T 3R R MO =T

TEEBR

ERFEERTA

£ BREBEHAREEXBBENEETS
MIRE(REAR)GFERAE

BERGEERMNTE B2

MU A L B EATE
VA B R T E R B

fava S .
FZR: AR
8

N

S2

H

= R’R

:
|

BEEREERMNTE - BE

MEAEENAREEERTE
B A BB R FE R AT B AR Y
mEEECGEEREARE)

Unaudited

Level 1 Level 3 30 June 2014

RIBER

“E-NmF

£ E=; ~A=1H

RMB'000 RMB'000 RMB'000

AR¥TR AR®TR AR®TR

Hong Kong listed equity investments BEFTRARE 168,194 - 168,194
Unlisted equity investments FEETBRARE - 450,628 450,628
Unit trust investments BlfEFERE - 550,258 550,258
Investment deposits REFR - 2,680,000 2,680,000
Derivative financial instruments fTESMIA - 13,582 13,582
168,194 3,694,468 3,862,662
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS A Hif&iBR4R & B FE SRR MIaE

36. Fair Values and Fair Value Hierarchy of 36. TR TEAZAARBRAREBERER
Financial Instruments (continued) ()
Fair value hierarchy (continued) AARERBHR @
Assets measured at fair value: (continued) BRAAREBEENEE - (&)
Audited
31 December
Level 1 Level 3 2013
LEZ
—T-=F
-5 F=H% +-A=1+-B
RMB'000 RMB'000 RMB'000

ARETT  ARETT  ARETR

Hong Kong listed equity investments BEITRARE 302,049 - 302,049
Unlisted equity investments I ETIIRAEE - 139,597 139,597
Unit trust investments B ERRE - 350,258 350,258
Investment deposits BREBER - 1,344,508 1,344,508

302,049 1,834,363 2,136,412

Liabilities measured at fair value: BERAAREENRRE
Unaudited
Level 1 Level 3 30 June 2014
RBEY
—E-|mF
F-% g4 ~AZtH
RMB'000 RMB'000 RMB’000

ARBFR ARBTR ARBTR

Other payables - white sugar commodity HiENFE - R AR B EN

future contracts at fair value E#ﬁﬁuuﬁﬁﬁé}?ﬁ - - -
Other current financial liabilities Hngsmas
— Interest rate forward contracts —FIREHEN - 6,100 6,100

- 6,100 6,100
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36.

37.

38.

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS A EAf& BA4R & B T 3R R MO =T

Fair Values and Fair Value Hierarchy of 36. PR T A AAREBERAAREBERER
Financial Instruments (continues (&)
Fair value hierarchy (continued) DNREBHRE
Liabilities measured at fair value: (continued) BEARBETENEE (&)
Audited
31 December
Level 1 Level 3 2013
LER
—T-=F
-1 = +t—A=+—-8
RMB'000 RMB'000 RMB'000
AREFTT ARETTT ARETTL
Other payables - white sugar commodity HibENFIE - RAR B2
future contracts at fair value ARERREAY 3,192 - 3,192
Other current financial liabilities Hige e
~ Interest rate forward contracts —FREHEY - - -
3,192 - 3,192
Subsequent Events 37. H&R=E18

On 15 July 2014, China Shengmu was listed with offer price of
HK$2.39 on the Main Board of The Stock Exchange of Hong
Kong Limited. Immediately after its listing, the Group held
269,865,600 shares representing around 4.25% equity interest
of China Shengmu (see Note 16(b)). The equity investment was
designated as equity investments at fair value through other
comprehensive income upon the Group's initial application of
IFRS 9 (2009).

Comparative Amounts

As further explained in note 9, the comparative statement
of profit or loss has been re-presented as if the operations
discontinued during the current period had been discontinued
at the beginning of the comparative period.

As further explained in note 2, the Group has adopted IFRS 9
(2009) retrospectively, the comparative information in the
condensed consolidated statement of comprehensive income
and in note 16 has been re-presented to reflect the new
classification of the Group'’s financial assets under IFRS 9 (2009).

38.

R-Z—NF+A+HHE AEREHRESR
BHAERSGMERARERLET - 8E
BAR239EB T - ASEFEPHEKR LT
1% 269,865,600 % J& {7 + 1k 1 B B2 B K %Y
4.25%REE( R HIFE16(b)) - RANEBEYIXER
NBIPR B TSR S R FE SR (B NF )b -
ZERAIEEWIETEAAN AR B2 AHE
FEF AL M EEWREMRAIGE -

LB & 5R

b ok — S - LREMZERED
BES - PR AERR G 2 ETHEL
BER AR DR IS -

HINHTE2E — S - AKEE B RAE
R BRELEANFEIR(ZEENEF) - A
FezmlaR kI BRENDRKE
5 DRRASEESBEEEBRT SRS
ERIESR(ZTFNF)RTHH OB -

TERFAXRERAT —T-WERHARSE 99



NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS A Hif&iBR4R & B FE SRR MIaE

39. Approval of the Interim Financial 39. #tEP HAB Rk
Statements
The unaudited interim condensed consolidated financial EFerR_E—WFNB-_T+HHILENR
statements were approved and authorised for issue by the PR B R R E P HI SRR AR S BT AR 3R

board of directors on 27 August 2014.
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