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CORPORATE PROFILE

China Mengniu Dairy Company Limited (the “Company” or “Mengniu”) and its
subsidiaries (the “Group”) manufacture and distribute quality dairy products in
China. It is one of the leading dairy product manufacturers in China, with MENGNIU
as its core brand. Mengniu’s diversified products include liquid milk products (such as
UHT milk, milk beverages and yogurt), ice cream, milk formula and other products
(such as cheese). Data from Nielsen Company reveals that Mengniu’s liquid
milk retained its top market share in 2014. As of June 2015, the Group’s annual
production capacity reached 8.61 million tons. In March 2014, Mengniu became
a Hang Seng Index constituent, making it the first blue chip Chinese dairy product

manufacturer.
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HIGHLIGHTS
S

2015 2014 Change
—E-—ffF —E—F o

For the six months ended BEANA=THILAEA RMB’000 RMB’000 %

30 June (Unaudited) (REEZ) AR¥T R ARETT BAL

Revenue WA 25,564,409 25,835,834 (1.1)%

Gross profit e 8,142,810 8,381,818 (2.9)%
Profit attributable to owners of AKX &G ARERA

the Company for the period FEAG I 1,338,669 1,048,609 27.7%
Earnings per share (RMB) FREF(AERET)

— Basic —EK 0.689 0.540 27.6%

— Diluted D 0.686 0.534 28.5%

Under the “New Normal” growth stage of the Chinese
economy, the sub-segments under dairy products have
delivered varied performances against the backdrop of
intensified competition and changing consumer demand.
Premium pure milk brand Milk Deluxe, UHT yogurt brand Just
Yoghurt and chilled brands Champion and Yoyi C recorded
strong growth, which has optimized the product mix.

Mengniu has further consolidated resources, enhanced
product innovation and continued to optimize product mix.
These efforts, combined with a focused expense investment
strategy, have caused the profit attributable to owners of the
Company to rise 27.7% during the period.

Through various technical means, Mengniu has exercised
strict control over the quality of raw milk by providing services
to the players at the forefront of the industry chain. During the
period, the proportion of milk sources provided by ranches
and scaled farms reached almost 100%.

By introducing the advanced knowledge and technology
management systems from international strategic partners
and fully implementing an intelligent information management
system SAP, Mengniu has managed to achieve more effective
information management and has considerably enhanced its
operational efficiency.

Inner Mongolia Mengniu Danone Dairy Co., Ltd. (“Mengniu
Danone”), a joint-equity company established by Mengniu and
Danone Group, has accelerated the technological upgrade
of its production facility, channel expansion and product
development. Currently, Mengniu Danone continues to lead
the chilled dairy products market in China and ranks first in
terms of market share.

Advances have been achieved in cooperation with international
brands: in March, Mengniu renewed its marketing strategic
partnership agreement with NBA China; in April, subsequent to
the contract renewal, it launched special promotion packaged
products.

With a stable overall performance, Mengniu ranked 11t in

the “2015 Global Dairy Top 20” list released by Rabobank, its
seventh year on the list.
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HIGHLIGHTS
HES

Revenue by Product Mix REGREID ZWA
For the six months ended 30 June BEA<A=1+HLE~EA
el

./

Liquid Milk Ice Cream Milk Formula . Other Products
R / TR / L) /‘ HAbER

2015

21,9409 16443 17835 195.7

2014

21,764.8 19884 19338 1488

Revenue by Product Mix in Liquid Milk Segment BRBIERE S 2ZWA
For the six months ended 30 June BEZ2AA=1THLEEA

RMB Milion
AREEET

 UHT Milk Milk Beverages " Yogurt

UHTH} g) e J B

2015

10,7104 5,657.8 5572.7

2014

12,365.3 5,826.2 35733
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MANAGEMENT DISCUSSION AND ANALYSIS

EIEENmNR DN

Market Review

During the first half of 2015, the dairy industry in China has
recorded a slower growth rate and the industry growth has been
primarily driven by the increase of volume and improvement in
product mix. Amongst the wide variety of dairy products, liquid milk
has remained the main product consumed in the Chinese market
with milk formula being second. Amongst liquid milk products,
UHT milk was still the most consumed product despite recording
a slower growth. On the other hand, there was still compelling
demand for quality healthy products by consumers, while there was
a strong boost in product sub-categories such as high-end UHT
milk, UHT yogurt, chilled yogurt and lactobacillus drinks. Currently,
the difference in consumption patterns of dairy products in urban
and rural areas in China is highly significant. The dairy product
consumption of the rural population, which represents 45% of
the nation, accounts for less than half of that of urban population,
leaving huge room for growth for the dairy industry.

At present, the Chinese dairy industry has achieved great progress
in all aspects ranging from upstream raw milk suppliers to
downstream dairy enterprises. With joint efforts by the government
and enterprises, consumer confidence is gradually recovering.
As globalization advances, interaction between the Chinese
and overseas dairy product markets is increasing, Chinese
dairy enterprises have expedited their efforts to “go global” and
have actively commenced strategic cooperation with overseas
outstanding dairy enterprises and have forged a strategic network
for global milk sources. In the first half of 2015, the growth rate of
liquid milk imports has declined. Imported liquid milk only had a
marginal impact on the Chinese liquid milk.

During the period, the industry still faced the challenge of an excess
supply of raw milk in China. Raw milk prices peaked in February
2014 and dropped continuously until now. The declining cost of raw
milk and change in market demand together resulted in intensified
market competition. Under these conditions, an optimized product
mix can help brand enterprises lift their profit margin.

As for milk formula, the industry is still experiencing fast
channel transformation. The maternal and child channel and the
e-commerce channel are becoming increasingly important, which
is an opportunity as well as a challenge to domestic milk formula
enterprises.
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Business Review

During the first half of 2015, Mengniu has continued to deepen
integration of its resources with strategic partners, strengthened
its business structure and introduced advanced knowledge and
technology management systems in order to gradually build a solid
operational foundation from within. At the same time, Mengniu
has created a platform by leveraging an ecosystem and formed an
environment where all upstream and downstream industry partners
win. Mengniu has put more efforts into point-of-sale resources,
streamlined its sales system, enhanced control over core markets
and improved the competitiveness of distributors through detailed
management. During the period, Mengniu accelerated its product
innovation, actively embraced the internet, brought a more
interactive experience to consumers by utilizing social media while
accelerating the internationalization of its brand. As for internal
management, Mengniu has achieved significant progress in respect
of smart information management, and further enhanced quality
and safety assurance and operating efficiency by introducing more
scientific-based systems and procedures. The Group has also
emphasized improving the cultivation of innovation and cross-
cultural collaboration of its staff so as to lay a foundation for the
execution of its international strategies.

Mengniu has placed great emphasis on improving its profit margins
through continued adjustment of its brand mix. During the period,
its star products such as Milk Deluxe, Just Yoghurt, Champion and
Yoyi C have recorded satisfactory growth. Proudly entering its 10t
year of serving consumers, Milk Deluxe has maintained its market
share leadership in the high-end pure milk market.

With a stable all-round performance, Mengniu ranked 11t on the
“2015 Global Dairy Top 20 list released by Rabobank, a jump of
three places over last year and was in the list for seven consecutive
years. Mengniu was ranked 18t among the most valuable Chinese
brands in the BrandZ™2015 list, and was included among the
“Asia’s Top 1000 Brands 2015” jointly presented by Campaign
Asia-Pacific and Nielsen. In the fifth China Brand Power Index (C-BPI)
published by the Ministry of Industry and Information Technology
of the PRC in 2015, Mengniu was awarded the C-BPI champion
in three categories — liquid milk, yogurt and ice cream. Mengniu’s
Prime Ranch Pure Milk also garnered the “Best New Commercial
Brand” award in the World Dairy Innovation Awards and was
the only honored Chinese dairy brand in the year. Mengniu also
captured two awards — “Best IR by Chairman/CEQO” and “Best IR
Presentation Collaterals” — from the Hong Kong Investor Relations
Association, recognition of the investor communication efforts
made by Mengniu and reflecting investors’ confidence in the Group.

MANAGEMENT DISCUSSION AND ANALYSIS
EEENWR M
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWR DM

Chilled business: Danone S.A. and its subsidiaries (the
“Danone Group”)

Danone Group is the second largest strategic shareholder
holding 9.9% of Mengniu’s shares. In June 2014, Mengniu
Danone, a joint-equity company established by Mengniu and
Danone Group fully commenced operation. Mengniu and
Danone Group hold 80% and 20% shares in the joint-equity
company respectively.

Currently, Mengniu Danone continues to lead the chilled dairy
products market in China and ranks first in terms of market
share. While consolidating its nationwide advantage, Mengniu
Danone has identified five key breakthrough markets and has
expanded its market in the eastern and southern regions of
China which represent about half of the domestic chilled dairy
products market. As for channel building, Mengniu Danone
has also embarked upon the development of channels such as
campuses and catering in addition to enhancing management
of both modern and traditional channels.

During the period, Mengniu Danone has further integrated the
advanced technology and professional expertise of Danone
Group in order to standardize its plant operation and improve
operational efficiency. The Ma’anshan plant has passed the
2015 global operation standard inspection of Danone Group,
indicating that the plant continues to operate at a world-
leading level. With the Ma’anshan plant as a pilot project,
Danone Group has assigned technical experts to stay in
Mengniu Danone’s plants so as to further fortify and enhance
the performance of the plants. A comprehensive evaluation
and assessment on the Qingyuan plant has been completed
in the first half of 2015, and benchmark improvement
measures will be implemented in the second half of the year.
Furthermore, Mengniu Danone has carried out a wide range
of trainings for the staff of the other chilled plants and has
continued to implement annual operational assessments.
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Mengniu Danone has focused on the marketing and growth
of three star brands — Yoyi C, Champion and Bio together
with the development of its parent brand Mengniu. Mengniu
Danone has also actively conducted new product research
and development in order to reinforce the strength of its
product line. During the period, two new products, ready-
to-drink version and oat product, were launched under the
brand Champion. The new ready-to-drink version mainly
targets the southern market which has a preference for
thinner yogurt products, while the new oat product comes in
two flavors — yellow peach oat and walnut oat. The new oat
products adopted new specifications and new packaging with
improvements on the texture of bottles as well as the taste of
products. Bio’s additive-free 170-gram yogurt targeting the
eastern and southern China markets, was initially launched
in Shanghai. Moreover, the formula of basic yogurt under the
brand of Mengniu Danone has also been improved.

Through introducing the advanced quality management
technique and product innovation capability of Danone Group
and, at the same time, utilizing the leading market position
and the extensive distribution network of Mengniu, Mengniu
Danone is well-positioned to fully realize the huge potential of
China’s chilled dairy products market.

Arla Foods

In 2015, Mengniu speeds up the incorporation of the world-
leading dairy industry knowledge and production technology
of Arla Foods in order to bolster its innovation and enhance its
operating capabilities. During the period, by adopting the lean
management standard, the outstanding operation team of Arla
Foods has conducted a technical assessment on Mengniu’s
UHT, chilled and ice cream plants by comprehensively
inspecting the filing process, equipment maintenance, energy
supply, utilization ratio of production lines and workflow
standardization, subsequently making suggestions and
together formulating plans for optimization in these areas.
Meanwhile, Mengniu has benchmarked Arla Foods’ innovation
system and has conducted a comprehensive technical
assessment on the research and development system.
The experts of Arla Foods have also provided strategic
support and trainings for the research and development and
innovation departments of Mengniu. Furthermore, the China-
Denmark Milk Technology Cooperation Center has arranged
for Mengniu’s business personnel to visit Arla Foods in
Denmark to learn more about the dairy industry, especially
the international working culture, to help Mengniu execute its
internationalization strategy.

MANAGEMENT DISCUSSION AND ANALYSIS
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWR DM

The fingerprint spectrum raw milk testing project introduced
by the China—Denmark Milk Technology Cooperation Center
has entered the final stage. The development and validation of
the project have been successfully completed, and research
efforts were made to implement 11 testing methods for
China’s raw milk quality. The research on developing cheese
products for Chinese consumers by Arla China Innovation
Center has also achieved milestone results.

As for dairy breeding, during the period, Mengniu has further
promoted Arla Garden’s ranch management system and has
set goals for the ranch management of Mengniu’s suppliers
by adopting Arla Foods’ advanced ranch operating model and
management standards.

As its exclusive distributor in China, Mengniu closely
collaborates with Arla Foods in the import business. Starting
from the second quarter of 2015, the imported Arla Foods
UHT milk has been fully upgraded to global packaging which
is more in line with the image of a 100% imported product.
Meanwhile, Mengniu has initiated aggressive brand image
promotion at the points-of-sale and has cooperated with
China Next Generation Education Foundation to launch “Arla
Foods Milk Donation Campaign”, and has also persistently
promoted the brand proposition of “Consumed by the Danish
Royal Family, Crowning our Precious Health”. Besides, the
packaging of Kids Cheese Sticks has been redesigned to
feature fairy tales. In-store interactivity and online video
product placement have been leveraged in order to better
approach Chinese consumers.

Milk formula business: Yashili International Holdings Ltd
(“Yashili”; stock code: 1230)

On 30 October 2014, China Mengniu International Company
Limited (“Mengniu International”), Danone Asia Baby Nutrition
Pte. Ltd. (“Danone Asia”) and Yashili have jointly entered
into a share subscription agreement. The subscription was
completed in February 2015. Danone Asia, with 25% of the
shares, has become Yashili’s second largest shareholder while
Mengniu, still holding 51% of the shares, remains Yashili’s
controlling shareholder. In January 2015, Mr. Lu Minfang,
a former senior management in Danone Early Life Nutrition
Greater China, was appointed as the Chief Executive Officer of
Yashili.

China Mengniu Dairy Company Limited Interim Report 2015

A EL BT & 1E O 5 E R FE A E L R )
AR E B EAWERE - B IBF ST T
FE N ERE  UHEPERHNEEBRH
RIBREBTE © ArlaFh B EIFTH O EN
L IPHBE RO D H - EISRE BRERCR o

EMHAEBEFA SHRBERNE—SHERE
Arla Garden#Ui5 EI2EE R - FFArla Foods
SENPSIRIERAREREZE - AR4H
F S B IR S AZAT o

YEBAra FoodsTEH BB R &L HE - 4
HiArla FoodsfEi QB A EEE G 1E o #
“E-RFE_FEMIK - #DOAra Foods
UHTHIZEAREEZREE » BRHFE100%H
AMFER o R - BB K mH KRS m A
FERGEUARBFRRAT —R#FFESEH
RIAraEKEEE BT NIEEEE ] #E
BBINEEZMNAE - ARENE INREE
Ko ZENBIFENBRTHBEENZRE -
WiEBEFAELS B ERAESEAS U
3 R AR B B oA A RE B o

R - L FIEBEZERER A ([ L
Fl ] B35 - 1230)
—E-ME+A=1+RH " FEZFEEAR
RAE (SR ]) « Danone Asia Baby
Nutrition Pte. Ltd.([3ZaE2EM |) « HELTFIBE
AEEZERMARBHZ - ZRBER=ZZT—A
FZAREK - EREDNIER MA25% M A5
RARTFNE KRR - MEFDHFR
51% @ BELTFAIERRE - —T—HF—
A BB REBEBATERARE
BABESMEEERTHLFBAE -



In the first half of 2015, Yashili actively optimized its marketing
models and transformed its sales channels. In terms of the
maternal and child channel, as of the end of June 2015,
Yashili has developed more than 14,000 maternal and child
stores, in which direct supply has been arranged for some
of them. In respect of the e-commerce channel, Yashili has
set up a professional e-commerce team and has strategically
cooperated with JD.com and launched online products
distinct from those in the offline channels and boosted the
exposure of its online activities as well as online sales. In the
aspect of system management and consumer acquisition by
leveraging an information system and a data platform, Yashili
has enhanced its opportunities to interact with consumers
and improved its professional operation standard and
customization of its services, thereby strengthening customer
loyalty.

Aiming at targeted consumers of different consumption levels,
Yashili has set up a complete range of infant milk formula
product lines. Yashili has also built up its key products through
activities focusing on core brands and interactions with
consumers. Yashili’s infant milk formula product series, namely
the Yashily Supera -Golden, the Ambery Golden and the Arla
Merla (in cooperation with Arla Foods), are quality products
with superior nutrition that aim at consumers in the high-end
market. Yashili’'s core products, Yashily « -Golden series and
Scient Golden series, mainly focus on mid-range to high-end
consumer groups, while Yashili’'s Newwitt series and Scient’s
Ordinary Pack series mainly target mid-range consumer
groups.

During the period, Yashili has consolidated its resources and
conducted product research and development, enhanced
manufacturing technologies and completed the commissioning
of new products to the factories in New Zealand, laying a solid
foundation for producing higher-quality and safer products.

Stringently monitoring and controlling the quality of products,
Yashili has set up a comprehensive system of quality control
spanning from procurement to retail sales. As it actively
implemented structural reform, Yashili has relocated its
headquarters to Guangzhou, eliminated redundant staff
and streamlined its administration, further strengthening its
organizational structure, integration of back offices and the
coordination with the supply chain.
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In the second half of 2015, Yashili will continue to uphold
its core value of “Focus, Brand, Resources”, and targets
efforts in channel reform, brand rebuilding and management
upgrading in order to enhance market share and profitability.
Meanwhile, Yashili will leverage the powerful platforms of
COFCO Group, Mengniu and Danone Group so as to carry
out integration of production capacity, optimize business
layout and strengthen the in-depth cooperation with top
international raw materials and services suppliers, in order to
promote the professionalization and internationalization of the
brand. Yashili’s factory located in New Zealand will commence
production during the second half of the year, which will
ensure that products are produced with the best milk sources
from New Zealand to meet international standards, so as to
satisfy the demand of the consumers in the PRC.

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

Mengniu and WhiteWave have completed the acquisition of
Yashili (Zhengzhou) Nourishment Co., Ltd. through a joint-
equity company established at the end of April 2014, with
Mengniu and WhiteWave holding 51% and 49% of the joint-
equity company respectively. The joint-equity company
is mainly engaged in the manufacturing, packaging and
distribution of plant-based food and beverage products in the
PRC.

The joint-equity company has launched two series, namely
walnut and almond, of ZhiPuMoFang plant-based beverage
in December 2014, fulfilling demand in the premium plant-
based beverage market in China. During the period, the joint-
equity company conducted trial sale of ZhiPuMoFang in key
channels, such as convenience stores, hypermarkets and
e-commerce platforms, in first-tier cities. The overall market is
still at an incubation stage.
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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 facilitate end-to-end quality management
and control across the entire industry chain. Mengniu has
conducted a maturity assessment and has carried out optimization
on the quality and safety management system to more effectively
generate synergies between the system and business development
activities. Meanwhile, to proactively prepare for potential risks,
Mengniu has strengthened and has innovated the risk management
mechanism to effectively conduct preventive measures on risks to
quality with regard to seasons, regions and performance indicators.
Mengniu has achieved quality informatization, smart management
and quality tracking of the entire process starting from milk sources
to raw and auxiliary materials and to products through launching
the SAP system and introducing the Laboratory Information
Management System (LIMS).

By introducing the standards of the COFCO Group and the Danone
Group, the quality review management of Mengniu’s suppliers
was optimized, the entry barriers were lifted, and measures such
as alerts were consequently integrated. Thus the quality and
safety management system effectively guaranteed the quality,
safety and stability of the supplied materials. During the first half of
2015, the pass rate of materials procured by Mengniu was up to
approximately 100%, representing an improvement over the same
period of 2014.

The quality management center on milk sources together with
the quality and safety management system with a focus on four
dimensions including system building, milk supplier management,
project progress and quality indicators carried out comprehensive
review on the various milk sources divisions. During the first half
of 2015, 68 domestic sample testing organizations randomly
inspected various business divisions of Mengniu on about 2,200
occasions with a pass rate of 100%. The quality management
center on milk sources provided technical services and guidance
for milk suppliers with respect to risk management and control
on drugs for milk cows, promotion of feeding standards and
standardization of plant management in order to form an ecosystem
beneficial to the industry. Moreover, the inspection capability of
Mengniu’s laboratories has been significantly strengthened with the
continuous improvement of the information management system.
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Through optimizing and reviewing business operations flow and
structure, the quality management center on operations has
built eight model plants to improve the level of systematic plant
management. During the period, the quality management center on
operations helped enhance quality and produce perfect products
in nine aspects, including improvements on cardboard box sealing,
straw coming off, tearability of cup-sealing films, color difference
of cardboard boxes, handle removal, monitoring of shipment
appearance sampling, plastic packaging of multi-pack products,
batch code printing, as well as control of foreign objects.

The quality management center on sales has completed the
formulation of and amendments to 14 standards including
“Management Standard for Chilled Distributors on Cold Chain
Practices”, which provides a unified standard on quality control
and management on points-of-sale. Besides, the learning
and promotion of quality standards at points-of-sale was also
promoted through integration of on-site training and training on
an E-learning platform. In terms of tracking at points-of-sale, the
intelligent temperature control management project has been
successfully introduced to seven test markets, opening up a
new model of visible management of the cold chain at points-of-
sale. The successful operation of Yoyi C Logistics Tracking 10T
(Internet of Things) Project in Tianjin business division has bolstered
the accuracy of logistics information and dispatch efficiency of
products.

Mengniu has achieved a milestone in its joint establishment of
a third-party independent certification body on food quality and
safety with AsureQuality, a state-owned enterprise of New Zealand.
In the first half of 2015, Mengniu has completed its evaluation and
feasibility study on the project and has entered into a strategic
cooperation agreement. Currently, the formulation of standards
is underway with the framework already completed. In addition,
Mengniu has achieved consensus with its strategic suppliers on the
implementation and subsequent introduction of the standards.

Continuously focusing on enhancing its milk sources and
endeavoring to construct a harmonious, symbiotic and mutually
supportive ecosystem, Mengniu has laid a sound foundation for its
own sustainable development and the upgrade and transformation
of China’s dairy industry. With a focus on the golden belt of milk
sources in northeastern, northern and northwestern China, Mengniu
has further enhanced its structure of milk sources and assured
the supply of quality milk. During the period, the proportion of milk
sources provided by ranches and scaled farms reached almost
100%.
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Through various technical means, Mengniu exercised strict control
over the quality of raw milk by providing services to the players
at the forefront of the industry chain. Mengniu helped improve
the profitability of milk suppliers and fostered a win-win situation
for itself and the milk suppliers by standardizing the factory
management of milk suppliers, carrying out systematic quality and
safety inspection and guiding the transformation of milk suppliers
from extensive herding towards intensive herding.

In collaboration with China Agricultural University, China Agricultural
Machinery Testing Center of the Ministry of Agriculture (=338 E %
HH, B 5 28 7F 42.35) and Holstein Farmer Satellite Auditorium (fa 818
2 K:#%), Mengniu has launched the “2020 Ecosystem Project
for Sustainable Development of Milk Sources” in 2015 to develop
a “sustainable ecosystem of milk sources”, which has an influence
on the entire industry, starting at the forefront of the dairy industry
chain.

Riding on the cooperation with China Agricultural Machinery Testing
Center of the Ministry of Agriculture, a national authoritative testing
body, Mengniu has launched the “Cow ‘SPA’ Project”, which
optimized the cow milking system for milk suppliers and evaluated
the health of milk cows by using comprehensive statistical data,
enhancing the livelihood of cows and fostering pristine ecological
quality ranches.

In addition, Mengniu has launched the “W-W Virtual Dairy Farming
Industry Project” and “Project on Evaluation on the Operation
of Milk Sources Ranches”. The “W-W Virtual Dairy Farming
Industry Project” has adopted a contracting system in which the
responsible managers of various Mengniu’s business divisions
of the milk sources would carry out regular evaluation over 123
virtual trial ranches based on sources management, outcome
review, technological management, financial management and
24 indicators, and provide on-site technological services and
implement improvement measures. The “W-W Virtual Dairy Farming
Industry Project” is carried out with an intention to help milk
suppliers improve profitability and upgrade their raw milk quality
through scientific breeding means. The “Project on Evaluation on
the Operation of Milk Sources Ranches” primarily provided services
to 100 small-to-medium-sized milk suppliers’ ranches nationwide
which included the provision of professional testing instruments,
scientific review plans and measures for comprehensive
improvement.
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As an extension of the “University of Ranchers” program, the
“Gold Key Project” has been co-launched by Mengniu and China
Agricultural University. The “Gold Key Project” aims to provide
tailor-made and professional courses for technical staff and
management personnel of milk suppliers by integrating quality
technology, talent and platform resources, and allocating talent into
different classes (primary, intermediate and advanced) according
to their ability. In addition, Mengniu has introduced Holstein Farmer
Satellite Auditorium, the first satellite service platform for the dairy
industry in China, which provided a high-end learning platform
for dairy farmers. Mengniu regards the advance of technology
and abundant supply of talent as the cornerstone in achieving
sustainable development for itself as well as the dairy industry in
China.

Mengniu strived to expand its sales channels and has adopted
sophisticated management techniques so as to bolster its control
over the core market and facilitate the enhancement of distributors’
competitiveness. In addition, Mengniu has commenced the Wei
Sales Platform (“WSP”) through which information at points-of-
sale can be promptly received through information tools and a
foundation can be built for detailed management over points-of-
sales and internet marketing.

In respect of the in-depth development of sales channels, Mengniu
adhered to a strategy of “vertical flattening, horizontal integration,
function optimization and enhancement in various regions”, to better
cooperate with distributors, support sales companies and develop
Central Business Units (“CBU”). Mengniu has initiated the Route to
Market (“RTM”) Project which aims to increase the number of direct
sales retail outlets and their sales proportion to the total sales by
developing sophisticated management, and excellence in execution
in order to foster the competitive advantage of the omni-channel
management system. The sales system of Mengniu covers three
sales channel modes, namely distributors, sales companies and
CBU. The distributor mode is the main channel mode of Mengniu’s
sales system at present and in the future. The sales companies
refer to the operation entity controlled by Mengniu. Mengniu will
facilitate the ability of sales companies to operate independently by
continuously strengthening the management of sales companies,
increasing the number of business representatives and providing
direct services to various retail outlets. CBU refers to a non-
independent legal branch within physical operation platforms
in sales regions, through which the business representatives of
Mengniu receive orders directly and arrange delivery through third
party logistic companies or existing distributors.
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Through the use of information tools that support sales staff
operations at point-of-sale, the WSP project realized three functions
including implementation of the standardized process of sales
visit, regulation of management over employees’ attendance and
guidance for benchmark management. WSP played a substantial
role in real-time control, regulation of operation processes at
points-of-sale and the opening of internet marketing. In the first half
of 2015, the WSP project has been widely promoted among sales
companies and CBUs.

With respect to modern sales channels, the three-tier key account
(“KA”) service team comprising the headquarters-based client team,
the regional team and the distributor team was directly responsible
for retailers’ sales. They developed a win-win ecosystem with
retailers and carried out the cooperation with the retailers in the
management of product categories.

Mengniu’s products have fully covered mainstream e-commerce
platforms in China such as Tmall Flagship Store, Tmall Supermarket,
JD Online Shopping Mall, Yhd.com, Suning Commerce and
womai.com. Mengniu has successfully driven the sales growth of
e-commerce platforms through a series of e-commerce platform
activities such as “the 10t Anniversary Exclusive Milk Deluxe in
Tmall Supermarket” and “618 Revelry in JD”.

Mengniu’s products are currently sold in Hong Kong, Macau
and overseas markets including Singapore and Mongolia, where
Mengniu has carried out product-oriented branding based on
the conditions in respective markets. During the period, ice
cream products and Yoyi C were launched in the Mongolian and
Singaporean markets respectively, whereas the product categories
of Yoyi C sold in Hong Kong and Macau were expanded. The
introduction of new products fueled the growth of sales in Hong
Kong, Macau and the overseas markets. Besides, the packaging
and specification of Fruit Milk Drink were changed so as to bring
a trendier and grander image for the product. The brand image of
Mengniu in overseas markets has undergone a unified change in
which its branding “A Full Bite of Happiness” is used to extend the
brand concept of “Little Happiness Matters”.
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Through resourceful use of the internet, Mengniu has developed
innovative interactive activities and brought a vivid interpretation
of the brand concept of “Little Happiness Matters” through the
utilization of digital platforms and social media. In addition, Mengniu
has further enhanced core value of its brand by expediting the
integration of global resources. Through constant dedicated efforts,
Mengniu is evolving into a more international, digitalized and
youthful brand.

During the period, Mengniu has accelerated its branding
internationalization. In March 2015, Mengniu renewed its marketing
strategic partnership agreement with NBA China, continuing
their cooperation which began in 2007. In addition to the existing
cooperation over media, events and marketing promotion between
the parties, NBA China granted Mengniu the right to place its logo
onto the package design of Mengniu’s products and to develop
unigue milk products with product design including the elements of
the NBA in the China market for the first time. Mengniu will create
a healthier and modern lifestyle jointly with NBA China and provide
opportunities for customers to enjoy the perfect fusion between
nutrition and sports. In April 2015, Mengniu and Shanghai Disney
Resort announced a multi-year strategic alliance which recognizes
Mengniu as the official dairy provider of the resort. This alliance
will ensure that guests who visit the resort can enjoy a wide variety
of high-quality dairy products of Mengniu, including milk, yogurt
and ice cream. In addition, Mengniu will have an integrated brand
presence at a variety of locations, including ice cream carts and an
ice cream shop throughout Shanghai Disney Resort.

In light of the changes in consumption style brought by the
“Internet+” concept, “Digitalization” has become the focus of
Mengniu’s innovation in brand communication and product
marketing. Mengniu has applied the internet concept on its product,
and introduced the digitalized milk, Prime Ranch Pure Milk, by
utilizing the cloud technology and 2-D barcode tracking system. On
top of that, Mengniu has implemented the “Traceable+” strategy
jointly with Greatview Aseptic Packaging, WeChat and RT-Mart,
through which a healthy connection among products, consumers
and business partners can be fostered and therefore a mutually
beneficial interconnecting ecosystem can be developed. By
leveraging the “Traceable+” strategy, Prime Ranch Pure Milk will be
upgraded from One Barcode per Carton to One Barcode per Pack.
The “Traceable+” platform is expected to provide comprehensive
services to consumers through a variety of WeChat applications.
Riding on its constant technological innovation, Prime Ranch Pure
Milk was recognized as the Best New Commercial Brand within the
World Dairy Innovation Awards at the ninth Global Dairy Congress.
Mengniu has become the only Chinese dairy brand to receive this
honor.
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By utilizing online videos, Mengniu has tailored its product
marketing so that it better fits the viewing habits of consumers
in an era of social media. To mark the 10t Anniversary of the
launch of Milk Deluxe, Mengniu, Youku, Tudou and Jia Zhangke, a
renowned movie director in China, have joined forces to create a
video production “Our Age, A Decade of an Adventurous Journey”
comprising 10 video clips. These clips record the thoughts and
feelings of 10 leaders in different industries for the last decade from
a human perspective conveying transformation and challenges
encountered in the last decade and an outlook of the next decade.
Using the concept of “decennial” as the lead-in, the video clips
were an excellent in-depth promotion of the brand of Milk Deluxe
and pluck consumers’ heartstrings through the seamless integration
of Milk Deluxe and these peoples’ personal recollections of the last
decade.

“Experience” plays an important role in Mengniu’s brand
communication. The use of innovative events and digital tools
have reshaped the interaction between customers and Mengniu.
Mengniu has set up an online Love Dispatch in collaboration with
COFCO womai.com for Awakening Youth Milk, the first milk in
China dedicated to the senior population. Customers can simply
log onto www.womai.com to upload their pictures and messages
for their parents. After that, the system would automatically create
a template and send a dispatch of Awakening Youth Milk directly
to their parents together with the message of love printed on
the package of the milk. Dedicated to providing customers with
services that go beyond just products, Awakening Youth Milk’s
Love Dispatch has in a virtual way shortened the distance between
parents and their children and conveyed the message of love with
more creativity. Besides, Suan Suan Ru signed up TFBOYS as its
product ambassador and introduced a revolutionarily innovative
package by adopting the cartoon element of Off POP, thus
substantially boosting brand recognition and sales from youngsters.

During the period, Mengniu has invited over 80,000 consumers
to visit Mengniu Life Experience Hall. Mengniu also organized
interesting factory visits centering around the theme of “Play”,
“Act” and “Eat”. Through the theme event, “Fun in the factory”,
held in the factories in Ma’anshan and Helin etc., consumers
could have a better understanding of products of Mengniu and
professional knowledge of the dairy product segment through the
interactive experience of exercises, entertainment and fine food.
Customers could also better understand the brand proposition “Little
Happiness Matters”, further enhancing the reliability and recognition
of Mengniu.
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EEENWR DM

During the period, Mengniu carried out organizational structure
adjustment, integrated the functions of research and development,
marketing and trade marketing, and established management
systems for the three product segments, namely, UHT dairy
products, chilled dairy products, ice cream and milk beverages. This
has centralized the management of marketing strategies, product
positioning, sales planning, product research and development,
and investment and decision in production technologies of the
three categories so as to connect more closely with the consumer
insights, product innovation and market promotions.

In 2013, Mengniu introduced the state-of-the-art SAP system to
build up and 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;
scientific and rational industrial planning; as well as efficient
management of procurement and logistics.

The SAP project is being implemented in three stages: the first
stage is the foundational implementation phase in 2013 and 2014;
the second stage is the operational refinement phase in 2015 and
2016, and the third stage is the coordination and optimization
stage in 2016 and 2017. The SAP project is currently at the second
stage.

The first stage of the SAP project was completed successfully
in March 2015, including two sub-projects, namely Enterprise
Resource Planning (“ERP”) and Customer Relationship Management
(“CRM”). The first stage of the SAP project consisted of sales plan
management, expense management, market management, milk
sources management, procurement management, production plan
management, logistics management, quality control management
and financial management, covering four major product categories,
namely UHT, chilled products, ice cream and cheese. With the
smooth implementation of the first stage of the SAP project, the
standardization and transparency of Mengniu business data have
been greatly enhanced. At the same time improving the internal
work efficiency, management efficiency and decision—-making
efficiency, data extraction and data application are further realized.

The second stage of the SAP project includes four sub-projects,
namely Business Intelligence (“Bl”), Plant Maintenance (“PM”),
Customer Relationship Management (“CRM”) and Finance Shared
Service Centre (“FSSC”). All of these four sub-projects were
officially launched in the first half of 2015 with the commencement
of blueprint design.
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Financial Review

Revenue

Affected by the market competition and the year-on-year decrease
in revenue in the milk formula business, the Group’s revenue for the
six months ended 30 June 2015 was RMB25,564.4 million (2014:
RMB25,835.8 million), representing a decrease of 1.1% on a year-
on-year basis. Meanwhile, the revenue of Yashili for the period was
RMB1,161.5 million (2014: RMB1,545.7 million). Excluding Yashili,
the revenue of the Group rose by 0.5% to RMB24,402.9 million
(2014: RMB24,290.1 million). Brands such as Milk Deluxe, Yoyi C,
Champion and Just Yoghurt achieved strong growth, which has
optimized the product mix.

Gross Profit

During the period, raw milk prices further dropped due to the
increase in the domestic supply of raw milk. The Group has
strengthened promotional activities of some products in response
to intensified market competition. As a result, the gross profit of
the Group for the six months ended 30 June 2015 decreased to
RMB8,142.8 million (2014: RMB8,381.8 million), while gross margin
decreased by 0.5 percentage points to 31.9% as compared with
the same period last year. Excluding Yashili, the Group’s gross
profit was RMB7,573.3 million (2014: RMB7,548.6 million), while
gross margin decreased by 0.1 percentage points year-on-year to
31.0%.

The gross profit of Yashili for the period amounted to RMB569.5
million (2014: RMB833.2 million).

Operating Expenses

The Group has been proactive in modifying its strategies on
expenditures in response to market conditions. As a result,
operating expenses decreased to RMB6,841.8 million (2014:
RMB7,415.4 million), representing approximately 26.8% (2014:
28.7%) of the Group’s revenue. Excluding Yashili, the Group’s
operating expenses were RMB6,223.1 million (2014: RMB6,716.8
million), representing 25.5% of the revenue excluding the
contribution of Yashili (2014: 27.7%).

Selling and distribution expenses for the period decreased by
5.6% to RMB5,565.3 million (2014: RMB5,897.1 million), and their
percentage of the Group’s revenue decreased to 21.8% (2014:
22.8%). Excluding Yashili, the selling and distribution expenses of
the Group were RMB5,041.7 million (2014: RMB5,325.2 million),
representing 20.7% of the revenue excluding the contribution of
Yashili (2014: 21.9%), a decrease of 1.2 percentage points year-
on-year.

MANAGEMENT DISCUSSION AND ANALYSIS
EEENWR M

B % B8
A
RE|TISHERDPEBRARL TEANTE -
(E-TE—RAFAAZ=ZTHIEANEA  AEEH

WABARK2556441BIL(ZZE—MF : AR

#058.35818 7T ) - thﬂ 2, 1% MR 2 B
A A BARE11.615187T —HEF AR
¥E15.45718TC) c TNEHLF - AKEIHSZM*E
0.5%F AR¥244.029B L (ZZE—U4F : ARK

242.901187L) - E/R  Fmét - BmC > Tm A
MATEE RIS RES)  REEREBIRT -
EF

H;Wq HEARYHEEE N - FRDERE—F

CEEETISNESER  AEEIE NS
Euua’aﬁﬁﬁﬂ&: FAREEHZ-_ZT—AF A
=THIEARBRANENTEZ ARKES1.4281E T
(ZZ—fF : AR¥83.818(BJT) © EFRIIE
EFRBTHROSEEDEHEI1.9% c TEHL
A AEBEFNAEARE75.733ET(ZZ—
F: AR¥75.486187T) + EFEAE31.0% ' R
IS OREEERE

MELTFZHANEFAEARES6955ET(ZZ
—PueF : AR¥S8.332(87T) °

4R A%
AEBAREMSEERGARERTAKRE @ £
CEBRATRERE ARKES.418EL(ZF—HF
ARBT741654187T) » K AREE R A26.8%(=
T—OF : 287%) : NEHELH  AEBLE
ERAAREE221EBIL(—T—NE : ARK
67.1681B7L) ' (h TS FIKWAR25.5% (=&
fm$-27.7%>°

NHASHE R IHE A T E5.6%E A RKS55.65318
TL(ZZE—F : }\Eﬂ%s 971 T0) AR
WA BB TR B ZE21.8% (= m¢ 1 22.8%) :
TNEHLH - zl&%lmﬁﬁw«?%;%mi%/\ﬁﬁz
504178 L (ZE—WF : AR¥S53.252{87L) -
BN EHLFUWA20.7%(ZFE—M04F : 21.9%) -
EEANCIRAEERS

TERFARERAT —T-AFHHRE 21



MANAGEMENT DISCUSSION AND ANALYSIS
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As for marketing, the Group has improved the efficiency of
advertising and promotion and has carried out more precisely
focused sales and marketing activities. Consequently, the
advertising and promotion expenses for the period decreased by
19.9% to RMB2,290.2 million (2014: RMB2,860.6 million), and
their percentage of the Group’s revenue decreased to 9.0% (2014:
11.1%). Excluding Yashili, the Group’s advertising and promotion
expenses decreased by 21.9% to RMB2,089.0 million (2014:
RMB2,675.7 million), representing 8.6% of the revenue excluding
Yashili’s contribution (2014: 11.0%), dropping by 2.4 percentage
points year-on-year.

Administrative and other operating expenses decreased by 15.9%
to RMB1,276.5 million (2014: RMB1,518.2 million), and their
percentage to the Group’s revenue decreased to 5.0% (2014: 5.9%).
Excluding Yashili, the Group’s administrative and other operating
expenses was RMB1,181.4 million (2014: RMB1,391.6 million),
representing 4.8% of the revenue excluding Yashili’'s contribution
(2014: 5.7%), a decrease of 0.9 percentage points year-on-year,
which was mainly a result of the impairment of a significant amount
of raw milk powder inventory for the corresponding period in 2014.

Due to the improvement in the product mix and the effective control
of operating expenses, the EBITDA of the Group has increased by
13.4%, reaching RMB2,315.6 million (2014: RMB2,041.9 million),
and EBITDA margin increased to 9.1% (2014: 7.9%). Excluding
Yashili, the EBITDA of the Group was RMB2,289.3 million (2014:
RMB1,793.4 million), with the EBITDA margin increasing to 9.4%
(2014: 7.4%).

Profit attributable to owners of the Company increased by
27.7% year-on-year, amounting to RMB1,338.7 million (2014:
RMB1,048.6 million) of which RMB41.81 million was contributed
by Yashili. Basic earnings per share of the Group was RMB0.689
(2014: RMBO0.540), representing a year-on-year increase of 27.6%.
Excluding Yashili, profit attributable to owners of the Company was
RMB1,296.9 million (2014: RMB931.0 million), representing an
increase of 39.3% year-on-year.
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Income Tax Expenses

For the six months ended 30 June 2015, the effective income tax
rate of the Group was 18.3%, increasing by 1.3 percentage points
year-on-year. Excluding Yashili, the effective income tax rate of the
Group was 18.5%, increasing by 0.7 percentage points year-on-
year. The relatively low effective income tax rate during the same
period of 2014, was attributable to the fact that Yashili has reversed
the withholding tax provided in 2013 for payment of a dividend
overseas from the PRC. The relatively high effective income tax
rate during the period was also partially due to the Group, acting
prudently, has not recognized the tax losses arising in certain
subsidiaries as deferred income tax assets.

Capital Expenditure

For the six months ended 30 June 2015, the capital expenditure
(“CAPEX”) of the Group was RMB1,439.6 million (2014:
RMB1,485.1 million), which represents a year-on-year decrease
of 3.1%. The CAPEX consists of expenses that were spent on
building new and modifying existing production facilities and related
investment amounting to RMB1,399.0 million, purchasing biological
assets amounting to RMB30.65 million and equity investments
amounting to RMB10.00 million. Excluding Yashili, the CAPEX of
the Group was RMB1,237.8 million (2014: RMB1,077.2 million).
The CAPEX of Yashili amounted to approximately RMB201.8
million, which was mostly spent on constructing the factory in New
Zealand. The Group has adopted a prudent strategy in its CAPEX,
so as to lay a sound foundation for future development.

Working Capital, Financial Resources and Capital
Structure

The Group’s net cash inflow from operating activities for the six
months ended 30 June 2015 increased to RMB2,107.3 million
(2014: RMB1,546.5 million), primarily due to the increase in
operating profit.

As of 30 June 2015, outstanding bank loans and bonds of the
Group increased to RMB10,469.1 million (31 December 2014:
RMB9,824.7 million). Excluding Yashili, the outstanding bank loans
and bonds of the Group were RMB9,350.0 million (31 December
2014: RMB9,062.1 million).
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Net borrowings (total amount of bank loans and bonds net
of cash and bank balances) of the Group as at 30 June 2015
were RMB1,862.2 million (31 December 2014: RMB5,175.1
million). Excluding Yashili, the net borrowings of the Group were
RMB4,426.6 million (31 December 2014: RMB5,212.3 million).

The Group’s total equity as of 30 June 2015 was RMB26,234.4
million (31 December 2014: RMB24,492.9 million). The debt-to-
equity ratio (total amount of bank loans and bonds over total equity)
was 39.9% (31 December 2014: 40.1%).

Finance costs of the Group for the six months ended 30 June 2015
were RMB134.6 million (2014: RMB176.2 million), accounting for
about 0.5% of the revenue (2014: 0.7%). Excluding Yashili, the
finance costs of the Group were RMB132.2 million, accounting for
0.5% of the revenue excluding that of Yashili, which represents a
year-on-year decrease of 0.2 percentage points.

In the first half of 2015, Mengniu further integrated the global
resources of its strategies partners, enhanced the advantages of
respective product categories and accelerated product innovation.
Mengniu actively embraced the internet with particular emphasis
on the two-way interaction with consumers. It focused precisely
on various aspects such as product categories, taste, packaging,
distribution channels, and brand experience so as to promote
consumers’ loyalty. Furthermore, in order to respond to the rapidly
changing market conditions, Mengniu continued to focus on key
products, optimized its product mix and enhanced the sale and
promotion of the basic products to reinforce its market penetration
against the backdrop of abundant raw milk supply.
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Production

Mengniu has deployed its production capacity according to market
potential and product strategy. As of June 2015, Mengniu has
33 production bases across the country, with annual production
capacity of 8.61 million tons (December 2014: 8.10 million tons).
The increase of production capacity was mainly due to new
production lines and expansion of product categories.

Corporate Social Responsibility

Mengniu always endeavors to give back to society and advocates
a “sustainable ecosystem” as a key concept of corporate social
responsibility. Mengniu considers food safety and health, product
and service innovation, efficient operation and management, low-
carbon and green development, caring for the staff and their
growth, and social participation and development as the core
of fulfilling social responsibility. At the same time, its business
partners are also incorporated into the scope of social responsibility
management in order to satisfy demand of society and address
social issues.

The “Give a Lecture in My Hometown” program was launched again
in the first half of 2015. Ms. Sun Yiping, the Chief Executive Officer
of Mengniu, gave a lecture at a school in Liulinghuang, Longping
Xiang, Jianshi County, Enshi City, Hubei Province (#81t& BN i
A EZBE T AW AK ) to the children in the poverty area as a volunteer
teacher. Mengniu invited Mr. Chen Chusheng, a famous singer, to
join “Give a Lecture in My Hometown”, the 89t celebrity participant.
He gave an fascinating public lecture to students in Licai Middle
School (324 #82) of Yucai Town, Sanya City (Z25m & 4 #8) as a
volunteer teacher.

The project of “Sustainable Ecosystem of Milk Sources” is one of
the plans in Mengniu’s “2020 Sustainable Development Strategies”.
Mengniu has joined hands with China Agricultural University,
China Agricultural Machinery Testing Center of the Ministry of
Agriculture and Holstein Farmer Satellite Auditorium, and worked
together from the forefront of the dairy industry chain, to improve
the overall technical service level in the industry through diversified
approaches, providing consumers with better quality and safer
products in order to achieve sustainable industry development.

On 17 June 2015, an opening ceremony was held for the
completion of the 53 well, another landmark of the “Mengniu’s
Charity Well” major civil project and charity campaign launched in
2011. Mengniu invited hydrologists to conduct field exploration and
drilling to assist pastural people to overcome drought. In this way,
Mengniu spreads love to the underprivileged and the places in need
of help.
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Mengniu has also dedicated substantial efforts in contributing to
environmental protection through implementation of emissions and
pollution reduction and energy conservation, and strived to promote
renewable energy sources. During the period, Mengniu has made
improvement on boilers, replaced natural gas with biofuel and has
installed two biofuel boilers at a Wuhan factory weighing 15 tons
and 10 tons respectively. Both are in the preliminary commissioning
stage. Upon the completion of this project, it is expected that
approximately 31,000 tons of standard coal will be saved and
77,300 tons of carbon dioxide will be reduced on an annual
basis. Furthermore, Mengniu has actively adopted a synergistic
energy model and replaced all ordinary electric machines with
high-efficiency electric machines. Upon the completion of the
modification, the amount of electricity saved annually is expected to
be 4.12 million kWh.

In the first half of 2015, Mengniu has carried out a total of 53
energy-saving transformation projects investing ten millions of
RMB. Energy-saving projects including lighting remodification,
homogenizer dormancy, air-cooled energy saving, residual heat
recycling and solar power generation have delivered encouraging
results equivalent to saving 2,200 tons of standard coal, reducing
carbon dioxide emissions by 5,424 tons, carbon particles by 1,496
tons and sulfur dioxide by 165 tons.

Mengniu has cooperated with Ecolab (China) Investment Co.,
Ltd. (EFE(HE)AF]), a strategic partner, to set up the project
of “1+1 Saving Water and Energy to Improve Efficiency” aimed
at reducing the consumption of water and energy during the
production process, lowering production costs and achieving
efficient operations as well as sustainable development. In addition,
the deodorization upgrade project has been implemented by
the end of May 2015 to enhance the air quality and improve
the living environment of residents in the vicinity by utilizing light
decomposition and purifying methods.

During the period, Mengniu has established an on-line wastewater
monitoring system at the Group level and implemented real-time
and on-line monitoring of the sewage indicators at 30 sewage
treatment plants. Mengniu has also launched “Energy Management
and Control Project” through data collection, wireless transmission,
data storage and internet technologies to collect the energy data
from all of its production factories nationwide and feed them back
to the Energy Management and Control Center for centralized
review and management. The Energy Management and Control
Center can check the energy consumption and energy cost,
conduct comparative analysis of the data through mobile terminals
and achieve the effective integration of internet technology and
traditional energy management.

China Mengniu Dairy Company Limited Interim Report 2015

SEHRBERENTERD  —EEHREEA
B8 BAHMSRERUBEE - iR - KELREE
TokE - MEMERBERRAR  BAIEER
ETHGENK — & 1588 — & 10WE /) A W) & AR5
1B - IE#ITRIERM TR EME - TBArETH B T
% GEAEASASHEIEE - M7 78BS
1bHx o WA KEBBEAERERNEN - A
BHERRELREH  HASRENMELEE
BHEITER - BUETKE BRI FHNEEES2
BE -

TE-RFEHF  REHEBRERERITSETE
B53E  BAESARBETE T - f14EEH
BIERAANUE - HEHEKE - B2k - shEMD
U KEFRERESE - HEVSIBAERK - IR
£2,20008 W BHE =& bhix5, 42408 -~ Bk 1,496
WA K — & (LRR165ME

ST EERAEBHER(TE) ARASERRE
[1+1EKETREIE RN TR R - B R EEBIRF K
TEERHERE - BRELERAS  YERSBESL
RAFEERER - I BRREABBETEE N
Z-AFRAERT - MBI BMER - 125
EZRmE - AEEBERNEERE -

R EERTEASKERSIES  BR
T 301E55 K R S A R B IR - B
R ARE R OEE | BRBERE -
WA WBEH  ERERGEIESEE
TR REEES R REIEE LTS - &
RRMEE o SRE S LB B ABE KIS
5 1T RS 2 7 AL R4 P IS RAE R A A IS R -
PR ITH DA - W E BB R R E A
BEENERRE o



In terms of the production safety, Mengniu has commenced a
treatment in the ammonia cooling system project. During the
period, Mengniu has completed the remodification of 11 cooling
systems in nine production units. It has also worked to set up a
system for identifying and removing potential hazards. Currently,
Mengniu has conducted in-depth discussion and planning on the
future positioning, usage, targets and application and operation of
the system. A preliminary construction proposal of the project has
been drafted.

Mengniu’s corporate social responsibility efforts were fully
recognized by society and the industry. In 2015, Mengniu’s
“Dairy Enterprises Relying on the Management of Sustainable
Milk Sources” was awarded the second prize in the “National
Business Administration Modern Innovation Achievement” scheme.
Furthermore, for the “Mengniu Corporate Social Responsibility
Project of University of Ranchers”, Mengniu was awarded as a
“Golden Bee Enterprise” and was on the list of “Golden Bee CSR
China Honor Roll” in 2014 as an example of Chinese enterprises
fulfilling their corporate social responsibility.

As of 30 June 2015, the Group had a total of about 38,800
employees in China and Hong Kong, including around 4,364
at Yashili. During the period, total staff costs (including salaries
of directors and senior executives) amounted to approximately
RMB1,871.5 million (2014: RMB1,503.7 million).

With the aim of “motivating its staff to grow together with the
Group”, Mengniu has put in place a five-tier incentive system that
centers around amicable competition and motivation including,
in particular, incentives for personal performance, group benefit
sharing, group over-turnover, and group appraisal as well as the
group share award scheme.

To achieve professional development of its talent in two different
fields, Mengniu continued its two talent selection and training
programs, namely the “Management 100 Series” and the
“Professional 100 Series”. During the period, Mengniu further
launched the “Mulan 100" project to offer instruction in marketing
expertise and leadership skills for two years to female staff who
passed the selection and assessment and build up a diversified,
open and tolerant talent team, so as to achieve sustainable talent
development.
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In the first half of 2015, the five sub-projects of the “Management
100 Series”, “Top 20", “100 Senior”, “100 Junior”, “100 MT” and
“100 GT” have conducted 15 training courses. The accumulated
training headcount and hours amounted to 1,406 individuals and
400 hours respectively. The five sub-projects of the “Professional
100 Series”, namely “Milk Source 100”, “Sales 100", “Quality 100",
“Technology 100” and “100 Professional GT” have conducted 10
training sessions. The accumulated training headcount and hours
amounted to 912 individuals and 228 hours respectively.

During the period, Mengniu continued to promote the “Big Dipper”
leadership behavior model, including vision, innovation, teamwork,
execution, organization, decision-making and training skills, and
has applied the model to recruitment, personnel training, 360
assessment and the succession plan in steps, for the purpose of
boosting its management leadership.

Given the increase in the urbanization ratio in the PRC, the
penetration of dairy enterprises’ sales channels into third and
fourth tier cities and rural market, and the fact that the per capita
consumption of dairy products in the PRC is far behind than
that of Japan and South Korea and large European and North
American countries, there is a remarkable growth potential for
the consumption of dairy products in the PRC. At the same time,
the innovation of dairy products segmentation, the upgrading of
product mix, the survival of the strongest which will result in the
optimization of the competitive landscape, as well as the layout of
international resource, will offer a huge development opportunity for
the dairy enterprises, in particular the leading dairy enterprises.

The development of dairy products towards the high-end segment is

increasingly apparent. High-end UHT milk, UHT yogurt, lactobacillus
drinks and chilled yogurt will maintain a strong growth momentum.
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Looking ahead, Mengniu will make the best use of the synergy
with its strategic partners with global vision and optimize resource
consolidation and utilization. Mengniu will continue to introduce
advanced technology and management experience from strategic
partners. Meanwhile, Mengniu will join hands with strategic
partners to establish an intensive procurement system to reduce
procurement costs. As the leading producer of liquid milk products
and chilled business operation, Mengniu will reinforce its leading
position in the area of liquid milk products and chilled business,
consolidate Yashili’s milk formula business and prepare for the
development of low-temperature fresh milk business. Through
providing the ranches with comprehensive resource platform
services, multiple-channel financing service, authoritative and
customized technology instruction and support in management
training, Mengniu strives to enhance the ranches’ sustainable
development, building a harmonious, symbiotic and mutually
supportive ecosystem with upstream partners.

In order to satisfy customers’ specific and differentiated needs,
Mengniu will speed up its product innovation. Mengniu will also
focus on brand building, conduct clear communication and close
interaction with consumers under the concept of “Little Happiness
Matters”, building an international brand with “Happiness”
elements. Moreover, Mengniu will continue to implement RTM,
and basing on a sales system that centers on distributors mode, in
order to promote distributors’ effective control and management at
the points-of-sale. It will also accelerate the development of direct
sales mode to increase the number and the sales share of the
directly controlled retail outlets. Meanwhile, Mengniu will advance
the penetration of channels into towns and rural markets. Mengniu
will also enhance the management of market expenses to increase
budget efficiency.

In respect of internal management, Mengniu emphasizes the models
of “System Building, Talent-job Matching and Development and
Innovation”. Through continuous build-out of the SAP platform and
introduction of intelligent systems, Mengniu’s capability in digital
management and operation efficiency will continue to advance,
which will eventually lead to benefits in boosting profitability and
enhancing comprehensive competitiveness. Complementing this
direction, Mengniu will also establish a more rational, efficient and
innovative internal management structure. Adhering to its corporate
cultures of “Openness, Integrity, Accountability and Innovation”,
Mengniu will exploit the potential of each and every staff member
and nurture their global vision.

Mengniu will continuously advance towards its goal to become
“a consumer-oriented and innovation-led food company offering
nutrition and health”.
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REPORT OF THE DIRECTORS

EEEHRE

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 2015 (the “Interim Financial Statements”).

Interim Dividend

The Directors do not recommend the payment of an interim
dividend for the six months ended 30 June 2015 (six months ended
30 June 2014: nil) and propose that the profit for the six months
ended 30 June 2015 be retained.

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

As at 30 June 2015, 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 “SFQ”)) (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:
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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):

REPORT OF THE DIRECTORS
EEERE

RAR R REAMEBEBR D 2178 (T EER
BANRIEAER B THRBAE) -

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 EARQNT LR
E=nE AT EEEEER ERME LTEREYH CEBTREANBEIL
Sun Yiping The Company Personal Interest 8,229,657(L)™ 0.42%%
R PN/NC] (EING:
Bai Ying The Company Personal Interest 2,568,184(L) @ 0.13%“
ShE PN/NE] (EUNG: 32
Inner Mongolia Mengniu Personal Interest 336,151(L)® 0.02%
Dairy (Group) Company B AR
Limited (“Inner Mongolia
Mengniu”)
AREERFIAZE(RE)RH
BRABRTARRS])
Notes: BT

M

It represents restricted shares granted to Ms. Sun Yiping under the
Restricted Share Award Scheme of the Company adopted by the
Board on 26 March 2013.

It included restricted shares granted to Mr. Bai Ying under the
Restricted Share Award Scheme during the period.

On 31 December 2014, China Dairy (Mauritius) Limited, an indirect
wholly-owned subsidiary of the Company, entered into an equity
interest transfer agreement with Mr. Bai Ying, together with other
sellers, pursuant to which, among others, China Dairy (Mauritius)
Limited has conditionally agreed to acquire 112,050 shares in Inner
Mongolia Mengniu from Mr. Bai Ying. For details, please refer to the
Company’s announcement dated 31 December 2014. The acquisition
was completed during the six months ended 30 June 2015.

The calculation is based on the number of shares as a percentage of
the total number of issued shares of the Company (i.e. 1,961,292,388
shares) as at 30 June 2015.

Indicates a long position.

(1) ZEERREBEEFEN_ZT—=F=A_+XAEK
AR BRBIE R RE R IR T R L m
RIS -
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Bt MR HIIERE -

B M-ZE—NE+-_A=+—H0 XA REEE2EH
B2 FIChina Dairy (Mauritius) Limited £ 4345t 4
ERAEMBERCREEZERZ Bt (Hhae
#&)China Dairy (Mauritius) Limited# &1 & = 4
HEBEEWIE112,050 ARZH’N - FEE2
MaARBSHAE=2E-—mEr=A=HF-HZA
& o ZWERNEE—T—AF A A=+AL AR
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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
“Share Option Scheme” and “Restricted Share Award Scheme”,
respectively below.

Saved as disclosed above and as set out in the section headed
“Share Option Scheme” below, as at 30 June 2015, 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 2015, 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:

ETESEREARRZBIRET S RRHIERE
RET B ER B MRBIMERR - BRI
AT X BB RT & | K [ R 1A SR 22 BT &) | M
il

B EX R T X[ BR8] —fmmEE - »

—hAFEARNA=ZTH  ARABEFRTIENT
BABRE B ZBEALTRAR R KA
Bz - AR RERET - MERE TR
BECERBEES M IRIIFI2GRTEFEN
BRMA - HRBEZETRIZBHE AR AR
P2 ¥z SORR e

FERRES
R-Z—HFANAZTA  REBHRAEEY

EIBOIEREFEZELMALE - TEMRER(RN
ARE RAEBOEB R T AR SOR R
EREXHINNARBEETREZTHRABRI)
RAR AR RABRER D R BOR BT

Percentage of
the Company’s

Issued

Number of Share Capital®
Ordinary Shares HARQATE BT

Name of Substantial Shareholder FTERRZRE EZBEREE &R Y
COFCO Corporation HiEEEFR AR 617,250,379(L) " 31.47%
COFCO (Hong Kong) Limited HREEE(HB)BRAR 617,250,379(L) @@ 31.47%
Farwill Limited ERARAT] 617,250,379(L) ©® 31.47%
Colour Spring Limited FRAMRAT] 617,250,379(L) @ 31.47%
COFCO Dairy Holdings Limited I EIERBIRAR] 617,250,379(L) @ 31.47%
COFCO Dairy Investments Limited hREIERERGR LA 617,250,379(L) @© 31.47%
Prominent Achiever Limited BiEBRAF 617,250,379(L)@ 31.47%
Arla Foods amba Arla Foods amba 617,250,379(L) @ 31.47%
Danone SA Danone SA 617,250,379(L) ® 31.47%
Danone Asia Pte Ltd EaemMNBRA 617,250,379(L) ® 31.47%
JPMorgan Chase & Co. JPMorgan Chase & Co. 148,059,730(L) 7.55%
46,075(S) 0.00%
127,547,971(P) 6.50%
Commonwealth Bank of Australia Commonwealth Bank of 137,657,821(L) 7.02%

Australia

FIL Limited FIL Limited 102,014,072(L) 5.20%
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Notes:

M

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.

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 in the Company
through its 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 in the Company
through its wholly-owned subsidiary, Prominent Achiever Limited.

Danone SA is deemed interested in 617,250,379 shares in the
Company through its subsidiary, Danone Asia Pte Ltd.

The total issued shares of the Company as at 30 June 2015 was
1,961,292,388.

Indicates a long position.
Indicates a short position.

Indicates a lending pool.

Saved as disclosed above, as at 30 June 2015, 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 fE AR AEST &l

The Company operates a share option scheme (the “Scheme”) A BN —BIEAREESTEI([518]]) « #E by
for the purpose of providing incentives and rewards to eligible ZAEBEBRKINEER A BRI EEELEE
participants who contribute to the success of the Group’s R#E - HiX - HEIREARITEZ BARERNT ¢
operations. The following share options were outstanding under the

Scheme during the period:

Number of share options
BREZE
As at As at Exercise period of
Name or 1January  Granted Exercised Lapsed  Cancelled 30 June Date of share options Exercise
category of 2015 during during during during 2015 grant of (both dates inclusive) price of
participant WZE-1F theperiod theperiod theperiod theperiod H=ZE—FRF shareoptions BERETEHH share options
SRER LD BRI -B-B HaRt BATE BRXX BREE  ABSTH RUBRERD  (BEEEWX) BREGER
HK$
B
Executive Director
HES
Bai Ying 831,000 - (881,000) - - - 23.11.2009 23.11.2011 10 22.11.201511 24.40
HE “EENE “2——Et-AZt=H%
T-AZt=A ZE-A&+-A=tzAn
3,200,000 - - - - 3,200,000 10.10.2011 10.10.2015 0 9.10.2018@! 2410
—F—% ZE-RETATAZ
TATH “E-\ETANER
Employees in Aggregate 1,471,524 - (1,070,297) - - 401,227 23.11.2009 23.11.2011 t0 22.11.201511 24.40
EEEH “TINE ZF——%t-A=t=R%
B i = B S oy g ey et = [
828,000 - (800,000) - - 28,000 6.12.2010 6.12.2012 t0 5.12.2016" 22.80
—R-%E 2 ET-ARRE
TZARA ZERETZARAY
35,400,000 - - (2,600,000) - 32,800,000 10.10.2011 10.10.2015 0 9.10.2018@! 2410
E—F “Z-hfTATHZ
TATH ZE2-\ETANAR
41,730,524 - (2,701,297)8 (2,600,000) - 36,429,227
Notes: B EE -

(1)  The share options will be vested in three batches with 20%, 40% and (1) BEREES B=HFE - 20% * 40% K 40% fE %

40% of the share options granted vesting on, respectively, the second, BHRRERLERES = RNUEBEFHE - Ut
third and fourth anniversaries of the date of the grant. In addition, the Oh - B ERIAREE - ARAFBBPARERAZ
share options will only be vested if and when the pre-set performance TBERBFBE  BIEEBRESERE - MARLE
targets of the Group, the division of the grantee and the grantee are B 2B E R - BIBREREARIERS R o
achieved. Unless all of these targets are met, the share options will

lapse.
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(2)  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.

(8) The weighted average closing price of the shares of the Company
immediately before the dates on which the options were exercised
was HK$38.08.

During the six months ended 30 June 2015, 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 2015, 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.

As at 30 June 2015, the aggregate number of restricted shares of
the Company granted to selected participants was 32,349,400, of
which 8,425,800 restricted shares were granted to Ms. Sun Yiping,
the Chief Executive Officer and executive Director, and 2,004,500
restricted shares were granted to Mr. Bai Ying, the executive
Director. For further details of the grant of restricted shares, please
refer to the Company’s announcements dated 29 April 2013, 22
April 2014, 19 September 2014 and 8 April 2015. Further details of
the share award scheme are also set out in note 30 to the Interim
Financial Statements.
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Foreign Currency Risk

The Group’s businesses are principally located in Mainland
China and substantially all transactions are conducted in
RMB, except for the purchases of imported machinery and
equipment, and sales of dairy products to Hong Kong and
Macau. As at 30 June 2015, substantially all of the Group’s
assets and liabilities were denominated in RMB except for the
cash and bank balances of approximately RMB1,617,498,000
(31 December 2014: RMB1,369,770,000), RMB737,308,000 (31
December 2014: RMB60,491,000), RMB1,000 (31 December
2014: RMB64,520,000), RMB22,462,000 (31 December 2014:
RMB124,400,000) and RMB15,321,000 (31 December 2014:
RMB24,513,000) which were denominated in United States
dollars, Hong Kong dollars, Euro, New Zealand dollars and
Danish Krone, respectively, the interest-bearing bank and other
borrowings of approximately RMB1,557,571,000 (31 December
2014: RMB1,036,181,000), RMB6,842,677,000 (31 December
2014: RMB6,901,152,000), RMB31,517,000 (31 December 2014:
RMB38,005,000) and RMB660,804,000 (831 December 2014:
RMB468,187,000) which were denominated in Hong Kong dollars,
United States dollars, Euro and New Zealand dollars, respectively,
and the long term payables of approximately RMB16,030,000 (31
December 2014: RMB35,518,000) which were denominated in
United States dollars. As at 31 December 2014, the Group had a
long term investment deposit due within one year of approximately
RMB151,233,000 which was denominated in Hong Kong dollars.
Management has set up procedures to periodically review and
monitor the foreign currency risk exposure.

Pledge of Assets

As at 30 June 2015, the Group has pledged certain bank deposits,
investment deposits, land use rights and certain property, plant
and equipment aggregating to approximately RMB949,266,000 (31
December 2014: RMB848,593,000). In addition, certain bank loan
was secured in the form of a general security agreement over all the
assets of Yashili New Zealand Dairy Co., Ltd. with a total carrying
amount of RMB1,161,201,000 as at 30 June 2015 (31 December
2014: RMB985,640,000). 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 33 and 34, respectively, to the Interim Financial
Statements.
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Change in Information of Directors

Mr. Bai Ying, an executive Director of the Company, resigned as
a non-executive director of Yashili International Holdings Ltd, a
company listed on the Stock Exchange, with effect from 27 April
2015.

Mr. Yu Xubo, a non-executive Director of the Company, has been
appointed as a non-executive director of Noble Group Limited, a
company listed on the Singapore Stock Exchange, with effect from
24 June 2015. Mr. Yu ceased to be the chairman of the board of
directors but remains as a non-executive director of China Agri-
Industries Holdings Limited and China Foods Limited respectively,
both are companies listed on the Stock Exchange, with effect from
26 August 2015.

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 5 June
2015 (“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 2015, 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
2015.

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 2015, 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 2,358,000 shares of the Company at a total consideration
of approximately RMB68 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 2015.

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, 26 August 2015
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INDEPENDENT REVIEW REPORT

B ERRE

Ernst & Young
22nd Floor

CITIC Tower

1 Tim Mei Avenue
Central, Hong Kong

e
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
47 to 108, which comprises the condensed consolidated statement
of financial position of China Mengniu Dairy Company Limited (the
“Company”) and its subsidiaries (the “Group”) as at 30 June 2015
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.

RS- R
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T3 +852 2846 9888
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Conclusion

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

Ernst & Young
Certified Public Accountants

Hong Kong
26 August 2015
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INTERIM CONDENSED CONSOLIDATED
STATEMENT OF PROFIT OR LOSS
I:FI/H ,F-E%_Hﬁn‘/-.r\ E\/%%

Unaudited
RICER
For the six months ended 30 June

BEAA=THLAEA

2015 2014
—E—HF —E—E
Notes RMB’000 RMB’000
B5E AR®T T AREET T
Continuing operations FEREEK
Revenue WA 4 25,564,409 25,835,834
Cost of sales SHERAR (17,421,599) (17,454,016)
Gross profit EX 8,142,810 8,381,818
Other income and gains Hibg A R Uzs 4 177,611 250,872
Gain/(loss) arising from changes in fair — FL42 7 BRI & Ak A 2 8
value less cost to sell of dairy cows BEANKE(EE) 15 (6,912) 3,345
Selling and distribution costs PHE RKIEEH (5,565,274) (5,897,135)
Administrative expenses 1THER (1,093,651) (962,047)
Other operating expenses Hihsg LB R 5 (182,839) (556,196)
Profit from operating activities K ZERFE 1,471,745 1,220,657
Interest income FE U A 273,764 253,868
Finance costs R R 7 (134,616) (176,248)
Share of profits of associates FE(REE A R F)E 143,306 183,180
Profit before tax from REFELSEEK 2
continuing operations BRI FE 6 1,754,199 1,481,457
Income tax expense FrSHisz i 8 (321,343) (252,501)
Profit for the period from REFELCEEK 2
continuing operations Z H R 3E 1,432,856 1,228,956
Discontinued operations BRIEREEK
Loss for the period from REBEKRIEEEFETRS 2 N
discontinued operations E518 9 (8) (22)
Profit for the period A HB R 1,432,848 1,228,934
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS
hHIE RS RER

Unaudited
REBEX
For the six months ended 30 June

BEAA=THLAEA

2015 2014
—E-EF —T—mOF
Note RMB’000 RMB’000
B 5E AR¥T T ARET T
Attributable to: AR &7 FEfh
Owners of the Company ViN/NEIEZ Y =WN 1,338,669 1,048,609
Non-controlling interests FEIE IR AR B RE RS 94,179 180,325
1,432,848 1,228,934
Earnings per share attributable to AATEBREEBA
ordinary equity holders of the ELEERE2F
Company (expressed in RMB (LB ARYITE)
per share) 10
Basic BN
— For profit for the period — ZNERFHE 0.689 0.540
- For profit from continuing operations ~ — R BFELZEK 2
FI58 0.689 0.540
Diluted i3
— For profit for the period — ZNEAF) 0.686 0.534
- For profit from continuing operations ~ — R BFEKLEEK 2
D 0.686 0.534

Details of the dividends payable and proposed for the period  ZAHAfER R KM FIBEN T HERAEGEE
are disclosed in Note 11 to the interim condensed consolidated — BAFSRAMF1 1K E -
financial statements.
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INTERIM CONDENSED CONSOLIDATED
STATEMENT OF COMPREHENSIVE INCOME

THIFRES 2 E WS

3 3R

Unaudited
For the six months ended 30 June

BEAA=THLAEA

2015 2014
—E-HF —E-mF
Notes RMB’000 RMB’000
BaE AR®T T AREFT
Profit for the period ZREARIE 1,432,848 1,228,934
Other comprehensive income/(loss) H{tZEUE (EiE)
Other comprehensive income/(loss) AEHEF 7 EE B A
to be reclassified to profit or loss in EmemEikzs (EE) -
subsequent periods:
Exchange differences on translation of A G9NE Y
foreign operations PEH =28 (6,088) 2,289
Effective portion of changes in fair value K B HIR %R T A
of hedging instruments arising during ’D\ﬁt 25
the period BRE D 25 (11,519) -
Income tax effect Frie M so & 3,098 -
Net other comprehensive income/ H#EHBEHRIES
(loss) to be reclassified to profitor EHMNEMEZEKZE
loss in subsequent periods, (B518) 35 NKRHE
net of tax (14,509) 2,289
Other comprehensive income/(loss) not B & A N2 EF i E
to be reclassified to profit or loss in B I E M2 E WK~
subsequent periods: (E7E) :
Equity investments designated as fair ~ #EFE AU AR ETER
value through other comprehensive HEFHAHMEE
income: W KR AR E
Changes in fair value NREEE 16(a)/(b) (91,363) 173,344
Net other comprehensive income/ HEAHEARESEHSE
(loss) not to be reclassified to profit ZFEFNEMDSEIZE
or loss in subsequent periods (E518) F 58 (91,363) 173,344
Other comprehensive income/(loss), H2Ekz (EiE)
net of tax HERBLIE (105,872) 175,633
Total comprehensive income BRE2ERZEE
for the period 1,326,976 1,404,567
Attributable to: PATR & 77 FEAh
Owners of the Company NRBER A 1,244,756 1,220,686
Non-controlling interests FEIE AR A R A R 82,220 183,881
1,326,976 1,404,567
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INTERIM CONDENSED CONSOLIDATED
STATEMENT OF FINANCIAL POSITION
FEIR B4R S B RS AR 3R

Unaudited Audited
REEEZ KEZ
30 June 31 December
2015 2014
—ZE-EF —E—E
A-ERd=lN +—— A=+—H
Notes RMB’000 RMB’000
M5 AR¥T T ARET T
NON-CURRENT ASSETS FERBEE
Property, plant and equipment M - WER&E 12 9,561,985 9,667,308
Construction in progress EEIE 13 2,213,966 2,030,097
Investment properties LB 70,860 103,814
Land use rights + b {5 A 1,096,149 1,050,567
Goodwill [SES 14 5,837,501 5,837,501
Other intangible assets HihmpaeE 1,616,377 1,620,375
Investments in associates RELZ N BRI E 4,077,563 3,840,594
Deferred tax assets RIERIEE = 503,365 379,910
Biological assets EYEE 15 182,270 160,271
Non-current financial assets FERBEMEE 16 2,266,368 1,894,059
Long term prepayments REIFEI IR 121,919 163,704
27,548,323 26,748,200
CURRENT ASSETS RENEE
Other current financial assets HEMREemmEE 16 5,884,029 8,338,024
Derivative financial instruments TESmI A 25 33,446 17,455
Inventories TE 17 4,289,320 4,342,292
Trade and bills receivables FEWEER R 2 E 18 1,864,042 1,148,186
Prepayments, deposits and other AR - me RHEAmERK
receivables IE 19 1,429,381 1,573,053
Pledged deposits RESFR 20 441,622 255,589
Cash and bank balances R RIRITATT 20 8,606,899 4,649,560
22,548,739 20,324,159
Assets of disposal groups classified DEAREFENRE
as held for sale HENEE 9 8,257 8,433
22,556,996 20,332,592
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
hHIR AR S BRI R

Unaudited Audited
RECEX Nz
30 June 31 December
2015 2014
—ZE—hfF —T—AF
ARl —— A=+—H
Notes RMB’000 RMB’000
B5E AR¥T T AREFTT
CURRENT LIABILITIES REEE
Trade and bills payables AR REE 21 5,160,711 4,991,847
Other payables and accruals HiENFIERTERE A 22 4,955,686 4,554,420
Interest-bearing bank and other SFRIBETREMER
borrowings 23 5,052,277 4,360,618
Other loans EMER 24 172,965 118,365
Derivative financial instruments PTESmI A 25 13,836 4,506
Deferred income EIE W =5 23,921 23,537
Income tax payable R FTIS R 284,625 297,280
15,664,021 14,350,573
Liabilities directly associated with the HYBAEEEERN
assets classified as held for sale BEAZBEENEE 9 398 572
15,664,419 14,351,145
NET CURRENT ASSETS BEREBEE 6,892,577 5,981,447
TOTAL ASSETS LESS CURRENT BEERRBER
LIABILITIES 34,440,900 32,729,647
NON-CURRENT LIABILITIES kRBEF
Interest-bearing bank and other FFERITREMEE
borrowings 23 5,416,792 5,464,050
Long term payables KHIFE FUR 26 47,077 63,812
Deferred income RIE W 5 244,690 270,477
Deferred tax liabilities FEEFIB B E 93,836 92,076
Derivative financial instruments TTESmIT A 25 13,660 7,618
Other non-current financial liabilities EmIEnBemaE 27 2,390,435 2,338,741
8,206,490 8,236,774
NET ASSETS BEE 26,234,410 24,492,873
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

PRI S AR &

Unaudited Audited
REER KEZ
30 June 31 December
2015 2014
—EB-RF —E-NF
A-ERd=lN +—— A=+—H
Notes RMB’000 RMB’000
FaE AR¥T R ARETFT
EQUITY =
Equity attributable to owners of KARHER AEILER
the Company
Issued capital B E2ITARA 28 196,459 196,246
Treasury shares held under & E BT EI T A
share award scheme EFR 30 (347,830) (489,075)
Other reserves H b f#E 29 13,412,945 14,963,385
Retained earnings TR EE T 8,157,513 6,818,844
21,419,087 21,489,400
Non-controlling interests IR AR AR SR A 4,815,323 3,003,473
TOTAL EQUITY R 26,234,410 24,492,873
Ning Gaoning Sun Yiping
E5E B
Director Director
EE EFE
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INTERIM CONDENSED CONSOLIDATED
STATEMENT OF CHANGES IN EQUITY
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
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INTERIM CONDENSED CONSOLIDATED
STATEMENT OF CASH FLOWS
I:FI/E\: /FI_E%- Hﬁ n‘/-.l_\/\‘ILE/ﬁ/JILE%E

Unaudited
REEEX
For the six months ended 30 June

BEAA=THLLAEA

2014
T —[NE
Notes RMB’000
B 2E AR¥ETTT
Cash flows from operating activities REEXKRELNRESHRE
Profit before tax: TRTAHE -
From continuing operations KA EEEEG 1,754,199 1,481,457
From discontinued operations RE BRI EEET (8) (22)
Adjustments for: TS IBELAE -
Interest income FLE A (273,764) (253,868)
Finance costs BbE B AR 7 134,616 176,248
Depreciation of items of property, ¥ BENMRETE
plant and equipment 6 678,071 614,747
Depreciation of investment properties & &Y ¥EITE 6 1,586 1,693
Amortisation of land use rights i AR A SR 6 12,135 13,015
Amortisation of other intangible assets — HE fh & E#E5 6 8,798 8,645
Loss on disposal of items of property, EEWE¥ - HER
plant and equipment Byl ati] 5 7,153 9,415
Equity settled share option VAR 7 S A<F ) B A e 22
arrangements 14,854 33,344
Provision/(reversal of provision) for FEUS BR X Ko L b B U ZR I8
trade receivables and other Bl (BB RE)
receivables 5 (28,013) 87,858
Share of profits of associates FE (LB A TFIE (143,306) (183,180)
Write-down of inventories to net FEMBZEE2IRFEE
realisable value 5 23,808 261,176
Government grants related to B A R & EARRE 2
income and biological assets BT ) (45,400) -
Amortisation of deferred income 7 I AT 2 2 5 4 (12,753) (9,776)
Foreign exchange losses, net P& i 518 F 58 5 23,283 50,780
Gain on deemed disposal of partial RELE —KE = Q[0
interests in an associate o iEwm W 4 - (22,916)
Gain on deemed disposal of a BREE —RFral=
subsidiary 4 - (94,903)
Gain on disposal of a subsidiary HE—R T AR 4 (49,989) 3
Loss/(gain) arising from changes in AERARERBEERANZ
fair value less cost to sell of BEELREIE
dairy cows (Yezs ) 15 6,912 (3,345)
Unrealised gain on forward currency IRHAONEE & 49 B R BRHNES
contracts and forward currency %ﬂﬁﬁﬂi%’ﬁiﬁ%ﬁ?&
swaps 4 (15,991) =
Share award scheme W& HE Rt 2l 30 138,038 103,738
2,234,229 2,274,106
Decrease/(increase) in other financial HihsmEERD,
assets — entrusted loans to dairy (Egm)-RHETIHEZ
farmers ZiEER (8,916) 16,230
Decrease/(increase) in inventories FERA, (1) 8,291 (2,136,650)
Increase in trade and bills receivables  FEURBE 2 K =812 4N (685,584) (595,688)
Increase in pledged deposits RFBSTF RGN (38,127) (24,059)
Decrease in prepayments, deposits and  F X~ 156 & HA
other receivables MR TE R, 232,014 1,337,442
Increase in trade and bills payables FETBR IR R 52N 193,153 349,376
Increase in accruals and other payables FEIZ % A & H b fE{<
TRIE S AN 754,755 832,622
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
THERGRERERER

Unaudited
REBEX
For the six months ended 30 June

BEAA=THLAEA

2014
ZZ—F
Notes RMB’000
B aE AREFT
Cash generated from operations KEERELNIRE 2,689,815 2,053,379
Interest paid SATHE (126,273) (159,585)
Income taxes paid SATISH (456,278) (347,265)
Net cash flows from operating REERELNRESRE
activities 2,107,264 1,546,529
Cash flows from investing activities RETEBHELNRERE
Proceeds from disposal of items of BEVE  WMEMREES
property, plant and equipment NIA 44,488 20,725
Proceeds from disposal of biological BEEMEEFSHIA
assets 1,784 511
Proceeds from disposal of B B T b FRREFT 1S RTR
land use rights - 33
Purchase of items of property, BEYE  BENMERE
plant and equipment (275,982) (371,558)
Purchase of biological assets BEEMEE (30,648) (40,179)
Purchase of construction in progress EETIREM 13 (1,102,496) (952,120)
Purchase of other intangible assets Hib R & EE N (3,388) (2,721)
Purchase of land use rights —+ {3 AR AEIE AN (17,093) (60,740)
Purchase of unit trust investments BEBEMN(ETIRE (53,403) (320,000)
Purchase of a short term bond BERHES (561,901) =
Disposal of unit trust investments HEBMNETIRE 227,000 120,000
Receipt of government grants related U ER B2 U BE [ B EE AR 2
to purchase of fixed assets BT & 37,350 52,000
Increase of long term time deposit = HE HR1F R0 N (380,641) (669,117)
Decrease/(increase) of time deposits RREB A=1E A A LM
with original maturity of more than EREFCRA /(18 n)
three months (72,795) 78,913
Interest received UGB 71| 2, 202,424 227,291
Dividends received from associates UG BB 2 N R B 20,700 11,304
Dividends received from an unlisted HEIE E AR AN & U ER A
equity investment % & - 153
Disposal of a subsidiary HE—FRKFRa] 32 (861) -
Purchase of investment deposits BT FE N (5,145,839) (2,478,992)
Payment of contingent consideration s AR BIK (10,000) (57,800)
Increase in entrusted loans REERIEN-TB1E
— excluding loans to dairy farmers R ERMt 2 B - (42,500)
Withdrawal of investment deposits W Bl & F K 7,967,743 1,143,500
Net cash flows from/(used) in REFTHELE
investing activities (FFR)2BLHiE 846,442 (3,241,297)
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
TSRS RERER

Unaudited
REEEX
For the six months ended 30 June

BEAA=THLAEA

2014
—E—F
Note RMB’000
B aE AREFTT
Cash flows from financing activities & IBHELANES TS
Proceeds from issuance of new shares  #1T#I&FT15 3018 - 4,073,974
Proceeds from interest-bearing T RIRTTEFRFTSHUR
bank loans 3,232,976 5,479,820
Repayment of interest-bearing BB ERITER
bank loans (2,720,894) (7,298,180)
Decrease/(increase) in pledged deposits  $R1TERHRE S FR
for bank loans w38 a0) (147,906) 461,144
Dividends paid to owners FRREAVNGIE PN ¢!
of the Company (546,923) (391,060)
Dividends paid to non-controlling ST IR AR R AE S AR B
interests (95,262) (71,908)
Proceeds from other loans HEME RS IA 100,000 35,000
Repayment of long term payables BiERAEMNFIA (50,068) (44,281)
Deemed disposal of equity interests BRAPE—KF A2 IRHE
in a subsidiary without loss of control CRBREEESIRE) 3,468,594 =
Acquisition of non-controlling interests Y 8% FFE 5 AR A% SR AE %8 (2,510,675) -
Capital injection from non-controlling IR R T &
interests 9,782 1,257,418
Shares purchase for share BIREEEETEIER
award scheme 30 (67,603) (212,998)
Shares issued under equity-settled HRAE LARRAD S {<F Y B B A
share option arrangements THEERITIRD 50,971 34,469
Net cash flows from financing RETHEENFRESRE
activities 722,992 3,323,398
Net increase in cash and cash He MRS EBYIEINFERE
equivalents 3,676,698 1,628,630
Cash and cash equivalents at R—A—HKWEER
1 January ReZEY 3,607,033 3,354,590
Effect of foreign exchange rate fERF B (F58)
changes, net 207,846 25,494
Cash and cash equivalents at RAA=1+HWEER
30 June HeZEY 7,491,577 5,008,714
Analysis of balances of cash and RERREESEYERDT
cash equivalents
Cash and bank balances as stated in RERE TS AR R R B 5 BRAY
the consolidated statement of financial IR & KER1T451F
position 8,606,899 8,676,791
Time deposits with original maturity REEAR A =188/
more than three months TEHBTF R (1,115,322) (3,668,077)
Cash and cash equivalents at 30 June R/NA=1+HHES KL
REEEBY 7,491,577 5,008,714
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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 2015 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 2014.

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 2014, except
for the adoption of the following new or revised standards
and interpretations effective as at 1 January 2015. 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

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

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

The nature and the effect of these changes are disclosed
below. Although these new standards and amendments apply
for the first time in 2015, they do not have a material impact
on the annual consolidated financial statements of the Group
or the interim condensed consolidated financial statements of
the Group. The nature and the impact of each new standard
or amendments is described below:

Amendments to IAS 19 Defined Benefit Plans: Employee
Contributions

IAS 19 requires an entity to consider contributions from
employees or third parties when accounting for defined
benefit plans. Where the contributions are linked to service,
they should be attributed to periods of service as a negative
benefit. These amendments clarify that, if the amount of
the contributions is independent of the number of years of
service, an entity is permitted to recognise such contributions
as a reduction in the service cost in the period in which the
service is rendered, instead of allocating the contributions to
the periods of service. This amendment is effective for annual
periods beginning on or after 1 July 2014. This amendment
is not relevant to the Group, since none of the entities within
the Group has defined benefit plans with contributions from
employees or third parties.

Annual Improvements 2010-2012 Cycle

These improvements are effective from 1 July 2014 and the
Group has applied these amendments for the first time in
these interim condensed consolidated financial statements.
They include:

2.

FHIR AR S MR IRAR MG

RAUEERAEESTBRED
(80

REBE RN 2 F A ~ RERISET (3@
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BB 5t 2E B 197 HI1E T SRERE F5t & -
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BERet ERIE10RERERAEL R ER
FstElETEtRERERESXE=14
Ko ERBEBNOEFARREHEEELSA
BH o REERTES - WMEKREREFH
WERBE - ATFERERBREEDRER
BRAERSRBERARNR D - TIED BEHR
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Basis of Preparation and Changes to the
Group’s Accounting Policies (ontinueq)

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

IFRS 2 Share-based Payment

This improvement is applied prospectively and clarifies various
issues relating to the definitions of performance and service
conditions which are vesting conditions, including:

e A performance condition must contain a service condition

e A performance target must be met while the counterparty
is rendering service

e A performance target may relate to the operations or
activities of an entity, or to those of another entity in the
same group

e A performance condition may be a market or non-market
condition

o If the counterparty, regardless of the reason, ceases to
provide service during the vesting period, the service
condition is not satisfied

The above definitions are consistent with how the Group
has identified any performance and service conditions which
are vesting conditions in previous periods, and thus these
amendments do not impact the Group’s accounting policies.

IFRS 3 Business Combinations

The amendment is applied prospectively and clarifies that all
contingent consideration arrangements classified as liabilities
(or assets) arising from a business combination should be
subsequently measured at fair value through profit or loss
whether or not they fall within the scope of IFRS 9 (or IAS 39,
as applicable). This is consistent with the Group’s current
accounting policy, and thus this amendment does not impact
the Group’s accounting policy.

60 China Mengniu Dairy Company Limited Interim Report 2015

2.

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
hHIR AR S MR IRAR M

RREERAEEETHRED
(#&)
REBRM LD - RRRIEHT @
I 35 3R 2R B 25 IR 19 B R RO 195
REERAATERE - YBESARBE
Btz R R R TERBER B
7

o ERIRHARSIRIGIRME

o EXSZYUTFRERBE - BAEKEY
Bz

s BEXMBRH Eﬁiﬁ Brge /E@Jﬁ
B SRR — HibE 52 E’W‘

EEIEL

o ERURM R BTSSR S IR

s MXZHFREBHA TN RETMRE
NERERSS - BIARFS G RIEERK

VA £ 7E 3% S 5 (8 5 ) A 0 468 200 R R 7% 16k A

(BLEEHMNBBIRM)MTE— - MK
FEAITEHAKENGHRRELTE
BB T 3R A 2E R FE 3 F T & F

ZIEFTERAARTER L - YEFRER A G
MELEY D BR/RE(KREE)WAERAR
BRHHERERAAEN ABD  TwER
BERBERM SRS EFOR (KBRS

ZERIFI95 - MEM) MEE - ZEFTERA
SEARRMOSTHRR 2 Eﬁl%ﬁﬂ%%ﬁﬁ

A EEN SR E LS



NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

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

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

IFRS 8 Operating Segments

The amendments are applied retrospectively and clarify that:

e An entity must disclose the judgements made by
management in applying the aggregation criteria in
paragraph 12 of IFRS 8, including a brief description of
operating segments that have been aggregated and the
economic characteristics (e.g., sales and gross margins)
used to assess whether the segments are ‘similar’.

e The reconciliation of segment assets to total assets
is only required to be disclosed if the reconciliation is
reported to the chief operating decision maker, similar to
the required disclosure for segment liabilities.

The Group has not applied the aggregation criteria in IFRS
8.12. The Group has presented the reconciliation of segment
assets to total assets in previous periods and continues to
disclose the same in Note 3 in these financial statements as
the reconciliation is reported to the chief operating decision
maker for the purpose of her decision making.

IAS 16 Property, Plant and Equipment and IAS 38
Intangible Assets

The amendment is applied retrospectively and clarifies in IAS
16 and IAS 38 that the asset may be revalued by reference
to observable data by either adjusting the gross carrying
amount of the asset to market value or by determining the
market value of the carrying value and adjusting the gross
carrying amount proportionately so that the resulting carrying
amount equals the market value. In addition, the accumulated
depreciation or amortisation is the difference between the
gross and carrying amounts of the asset. The Group did not
record any revaluation adjustments during the current interim
period.
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Basis of Preparation and Changes to the
Group’s Accounting Policies (ontinueq)

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

IAS 24 Related Party Disclosures

The amendment is applied retrospectively and clarifies
that a management entity (an entity that provides key
management personnel services) is a related party subject to
the related party disclosures. In addition, an entity that uses
a management entity is required to disclose the expenses
incurred for management services. This amendment is not
relevant for the Group as it does not receive any management
services from other entities.

Annual Improvements 2011-2013 Cycle

These improvements are effective from 1 July 2014 and the
Group has applied these amendments for the first time in
these interim condensed consolidated financial statements.
They include:

IFRS 3 Business Combinations
The amendment is applied prospectively and clarifies for the
scope exceptions within IFRS 3 that:

e Joint arrangements, not just joint ventures, are outside
the scope of IFRS 3

e  This scope exception applies only to the accounting in
the financial statements of the joint arrangement itself

The Company is not a joint arrangement, and thus this
amendment is not relevant for the Group and its subsidiaries.

IFRS 13 Fair Value Measurement

The amendment is applied prospectively and clarifies that
the portfolio exception in IFRS 13 can be applied not only
to financial assets and financial liabilities, but also to other
contracts within the scope of IFRS 9 (or IAS 39, as applicable).
The Group does not apply the portfolio exception in IFRS 13.
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

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

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

IAS 40 Investment Property

The description of ancillary services in IAS 40 differentiates
between investment property and owner-occupied property
(i.e., property, plant and equipment). The amendment is
applied prospectively and clarifies that IFRS 3, and not the
description of ancillary services in IAS 40, is used to determine
if the transaction is the purchase of an asset or a business
combination. In previous periods, the Group has relied on
IFRS 3, not IAS 40, in determining whether an acquisition is of
an asset or is a business acquisition. Thus, this amendment
does not impact the accounting policy of the Group.

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:

manufacture and distribution
of ultra-high temperature
milk (“UHT milk”), milk
beverage and yogurt;

° Liquid milk products -
segment

manufacture and distribution
of ice cream;

e |cecream products —
segment

manufacture and distribution
of milk powder; and

e  Milk powder =
segment

e  Other products -
segment

principally the Group’s
cheese, plant-based
nutrition product and trading
business.
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
hHIR AR S MR IRAR M

3. Segment Information (ontinueq) 3. 7EHER @

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/(loss) before
tax from continuing operations 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

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

segments:

For the six months ended
30 June 2015 (unaudited)

BE-2-R5/AZTREAER(REER)

Segment revenue: AEEA

Sales to exteral customers HETHEER

Intersegment sales AHRHE

Reconciliaion: 2

Elimination of intersegment sales HEDHEHEE

Revenue from continuing operations REBEEEEH BN

Segment results AREE

Reconcilition: B2

Interest income FSHA

Finance costs BERR

Loss arising from changes in fair value DA ERBEERTL
less cost to sell of dairy cows BHELNEE

Share of profits of associates ERBERDTE

Unallocated corporate expenses FHBORAZM

Profit before tax from continuing operations
Income tax expense

REBEBERBLHANE
FiEhh

Profit for the period from continuing operations

REFBEEERAGHNE

At 30 June 2015 (unaudited)

WZE-1EXA=1H
(RIBER)

Assets and liabilities EERER
Segment assets PHEE
Reconclliation: HE:
Elimination of intersegment receivables AR
Unallocated corporate assets TAPHRREE
Assets related to discontinued operations BRIMEES KRR
Total assets BEE
Segment liabilties AHaE
Reconclliation: ELE
Elimination of intersegment payables HEHPREMNTE
Unallocated corporate liabilties TAHNAREE
Liabilties related to discontinued operations B |HFAEKIABEE
Total liabilties etk

———

"

S

3.

Liquid milk
products
HRIER
RMB’000
ARBTR

RS B IRAR M

2 EE B @
TRENTAEBNEELE D EBOUA ~ FJE
MEDBEMBENER :

Other
products  Consolidated
RftER &a
RMB'000 RMB’000
ARETRT  ARETR

Ice cream
products
KEHER
RMB’000
ARETR

Milk powder
products
IRER
RMB’000
ARETT
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
hHIR AR S MR IRAR M

3. Segment Information (ontinueq) 3. oHER @)
For the six months ended Liquid mik Ice cream Mik powder QOther
30 June 2014 (unaudited) prodqcts products products prodqcts Consolidated
H2-2-WEAA=TRIEAEA(REER) RENER KERER MER EER e
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETT ARETTL ARETT
Segment revenue: PHUA
Sales to exteral customers HETHERP 21,764,843 1,988,376 1,933,841 148,774 25,835,834
Intersegment sales PHEHE 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: o
Elimination of intersegment sales HEHHREE (826,817)
Revenue from continuing operations REFEEEEH2IMA 25,835,834
Segment results VRS 1,303,907 137,889 255,716 (7,627) 1,689,885
Reconciligtion: B8
Interest income HSMA 253,808
Finance costs HENA (176,248)
(Gain arising from changes in fai value AFDABERHERETL
less cost to sel of dairy cows FEELhe 3,345
Share of profits of associates EEBENTHE 183,180
Unallocated corporate expenses A BRRETH (472,573)
Profit before tax from continuing operations REGEBLCEEH  HRTE 1481457
Income tax expense FriEhi (262,501)
Profit for the period from continuing operations ~ RERELLE K 2 REFHE 1,228,956
At 31 December 2014 (audited) R=%-BE+=A=t-A
(&27)
Assets and liabilities BEREE
Segment assets PHEE 22,706,898 2,583,398 12,409,854 1,795,576 39,495,726
Reconciliation: B
Elimination of intersegment receivables WA URERE (9,242,313
Unallocated corporate assets PHNATEE 16,818,046
Assets related to discontinued operations BRHEEERERAE 8,433
Total assets BEE 47,080,792
Segment liabilities PYafkE 13,408,400 1,715,683 2,408,830 1,048,115 18,581,028
Reconciliation: o
Elimination of intersegment payables HENHREENZE (9,242,313)
Unallocated corporate liabilties ABHAAAE 13,248,632
Liabilties related to discontinued operations BRHIERRARAR 572
Total liabilities Baf 22,587,919
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

Revenue, Other Income and Gains
Revenue, being the turnover of the Group, represents the

net invoiced value of goods sold, after

allowances for goods

returns and trade discounts, and after eliminations of all

significant intra-group transactions.

An analysis of the Group’s revenue, other income and gains is

FHIR AR S MR IRAR MG

WA~ BB R WS

WABREBNEERE  HEEHERNE
BFE  ENRRERBSHM - LR
LERFTA DRI EAR S % AGHIBER -

AREEHWA - B A RS DHTIT

as follows:
Unaudited
RCER
For the six months ended 30 June
BEAA=1THIEAEA
2015 2014
—B-HF —E-F
Notes RMB’000 RMB’000
B aE AR®T T AREFIT
Revenue: WA
Sales of goods P miHE 25,564,409 25,835,834
Other income and gains: EMUA R Mg
Government grants related to BISH#ENE
— Assets other than biological — EAE W) E EE DASD
assets BERH (@) 12,753 9,776
- Income and biological assets — BT A K
EYEER (o) 56,768 66,173
Gain on deemed disposal of a BRIEE—XK
subsidiary FArEs (c)/31 - 94,903
Gain on deemed disposal of partial 5[ H & —REg&
interests in an associate NI S 2y (d) - 22,916
Gain on disposal of a subsidiary HE—RFRElE 32 49,989 -
Unrealised gain on forward currency = ERSNE S 49 &
contracts and forward currency iR HR SN b HR
swaps REIR W 25 15,991 -
Others Hib 42,110 57,104
177,611 250,872
25,742,020 26,086,706
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

AR

RE M RAR MR

4. Revenue, Other Income and Gains (ontinueq)
Notes:

(@)

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 award have been
received for the Group’s contribution to the development of the
local dairy products industry. There are no unfulfiled conditions
or contingencies attaching to these grants.

On 183 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%.
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e

AEEAHEMAMRITENEREME
Bt BER e RBEANBNMEE - 2%
B W A R ER OGRS
15

—E-ME—-F+=0 KNEBFEBEIFK
BETASHERBIEEREETARE
BRD#FRGD  HEARFTNEETFLAAE
B Bl BRAANEBNBERR &K
SEERIFHEH50.68%%H -
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
R R S SRR A

5. Other Operating Expenses 5. HhK&EEH

Unaudited
RIBER
For the six months ended 30 June
BEARA=THLEAEA
2015 2014
—E-hHfF —T—E
RMB’000 RMB’000
AR®T T ARETT

Provision/(reversal of provision) for trade & U8R 28 K L Ath e U k18

receivables and other receivables Bt (BgRm) (28,013) 87,858
Write-down of inventories to net FEMRZ ] #IRFE
realisable value 23,808 261,176
Loss on disposal of items of property, REYE  BEN;
plant and equipment HIEEE 7,153 9,415
Donations B 8,059 6,721
Educational surcharges and city A BW AT
construction tax ML 129,088 125,531
Foreign exchange losses, net P& 5 B8 558 23,283 50,780
Others Hip 19,461 14,715
182,839 556,196
k
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

hHIR AR S MR IRAR M

6. Profit Before Tax

The Group’s profit before tax from continuing operations is
arrived at after charging:

B A A E
7 R 5 H5 A S T O B AR B T 48 90
% T 5 AR RS -

Unaudited
RICERZ
For the six months ended 30 June
BEAA=THIEAEA

2015 2014
—E-RF —ZE—mEF
Notes RMB’000 RMB’000
B aE ARYET T ARKETTT
Cost of inventories sold HEGFERAR 17,421,634 17,451,250
Realised and unrealised fair value I8 KR AR IR ANEE R
loss/(gain) of white sugar MEEHNARE
commodity future contracts, net B8 (W) F58 (@) (35) 2,766
Cost of sales SHEKA 17,421,599 17,454,016
Depreciation of items of property, ME - WENMREITE
plant and equipment 678,071 614,747
Depreciation of investment properties 18 & %7 E 1,586 1,693
Amortisation of land use rights —+ {3 AR £ 12,135 13,015
Amortisation of other intangible assets b £ 2 & E 2k 6 8,798 8,645
Outsourcing expenses SN E A (b) 258,452 163,510
Minimum lease payments under EEMKEHEREK
operating leases on buildings e 95,741 127,751
Display space leasing fees PRY|IZEHEEE 343,950 235,078
Employee benefit expense (including EERMNER(BEESE
directors’ and senior executive’s FEfiTBAEME)
emoluments) 1,871,540 1,508,677
Notes: FiEE -
(a) Since 2011, the Group has entered into various white sugar @ AEEE-_ZT——FRIVZMHEEELE

commodity future contracts to manage its price exposure to
future purchases of white sugar. A net fair value gain on white
sugar commodity future contracts of RMB35,000 was credited
to the condensed consolidated statement of profit or loss during
the six months ended 30 June 2015 (six months ended 30 June
2014: net fair value loss of RMB2,766,000).

(b) In order to optimise the production plan for operation efficiency
purpose, the Group outsourced the production of certain
products. The amounts represent the total amount paid by the
Group for purchasing those products.
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
R R S SRR A

Finance Costs 7. BAERA
An analysis of finance costs from continuing operations is as REFERLEBRMERKR NSO -
follows:
Unaudited
REEZX

For the six months ended 30 June
BEARA=THLEKREAR

2015 2014

—E-a%F —T—MmF

RMB’000 RMB’000

INSLE S ARETR

Interest on long term payables REFERIEFILE 3,508 4,660
Interest on bank loans wholly ARAFAZHEEN
repayable within five years RITE T B 64,711 109,422
Interest on US$500,000,000 3.50% BEIS0%N =T —\F
bonds due 2018 E#9,2500,000,000% 7T
BEH 2 A 57,730 56,985
Increase in discounted amounts of B I R A i 38 sl AR B
contingent consideration arising RITIRIRE
from the passage of time 4,814 5,181
Unrealised loss on interest rate forward F R ImHA A #)H K 235 B8
contracts (Note 25(b)) (FfzE25(b)) 3,853 -
134,616 176,248
Income Tax Expense 8. FIBHixXH
The major components of income tax expense in the interim hHERRGAE R R NSRS B EER
condensed consolidated statement of profit or loss are: =1
Unaudited
RISER
For the six months ended 30 June
BEANA=THLEKREAR
2015 2014
—E-RF —ZE-F
RMB’000 RMB’000
AR®T T AR®ET T
Current income tax ENERFR S8
Current income tax charge BNEAFTS A 439,940 699,629
Deferred income tax IEE TR
Relating to origination and reversal of tax BT AEE K ERFE=EH
losses and temporary differences = A % B 5% (118,597) (447,128)

321,343 252,501
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Income Tax Expense (continueq)

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

Discontinued Operations

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
reorganisation of distribution channels. As at 31 December
2014, the Group expected to dispose Chengdu Sales in 2015.
As at 30 June 2015, Chengdu Sales was still in the process
of liguidation and management expected to complete the
local administrative procedures of liquidation in the second
half year of 2015. As such the net assets of Chengdu Sales
have been classified as a disposal group and the operating
results have been disclosed as a discontinued operation in the
consolidated financial statements.
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

10. 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.

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

FHIR AR S MR IRAR MG

10. g%ﬂ%?ﬁﬂﬁ%ﬁk@ﬁ%ﬂﬁ
BEF
AHHGRERZF HIRBEHARQR LR
fREE A FER A AL 21T E %HEE’J
EFHEHE

BREERNDIREBEBARNR A EBRES
ANEEFERR A RE ESRER BT MR

PR ZEAA B 31T B B A IR P9 B R R
HIM P A B R 1T AR BB & 5 R
FIB[ER A FIN AR E BB BIZENLE
BT EBRINEFOEEE -

At E G RE AR K E & F B P A R IS AR
8B BEMT

Unaudited
REEZ

For the six months ended 30 June

BEAA=THLLAEA

2015 2014
—E-HF —F
Number Number
of shares of shares
R EE IR g B
(in thousand) (in thousand)
(FR) (Fh%)
Weighted average number of ordinary STEERERZF AR
shares for the purpose of the basic TE AR N RE 5 8
earnings per share calculation 1,942,963 1,941,431
Weighted average number of ordinary R BT B i e T
shares, assuming issued at no WiIEEREEITZ
consideration on the deemed exercise of  E AL INHEF T E
all share options during the period 2,282 12,819
Adjustments for share award scheme AR Z S E AT 2 AR 4,761 10,160
Weighted average number of ordinary STEEREEATFTAN
shares for the purpose of the diluted TBAL INRE S H 8k
earnings per share calculation 1,950,006 1,964,410
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AR S M S IR AR

11. Dividend 11. R E
The directors do not recommend the payment of an interim EETAERREEBEZE T —RFAA=T
dividend for the six months ended 30 June 2015 (six months BIEAEAMFHERE(HE—S—mFERA
ended 30 June 2014: Nil). =+HLEXMEAR - &) -
During the six months ended 30 June 2015, the Company HE_ZT—AFAA=THILEAREAR  £A
declared and paid final dividends of RMBO0.28 (six months ARBREEREEZE T NF+=_A=1+—
ended 30 June 2014: RMBO0.20) per share as proposed for BIEFERARARRREST IR MR RS
the year ended 31 December 2014 to the shareholders of the FIRAREK28TL(HE-_ZE—WNFERA=1+
Company. HiEARMEA - AREE0.207T) °

12. Property, Plant and Equipment 12. Y% - BEKRRE

Movements in the Group’s property, plant and equipment are
as follows:

REENYE  BEMRBEBWT :

Unaudited Unaudited

RIBEX RICEZ

2015 2014

—E-EHF —TMF

RMB’000 RMB’000

AR¥T T ARETT

Carrying amount at 1 January R—A—BMERAE 9,667,308 9,246,109

Additions hi-b)i| 166,276 130,660
Transfers from construction in progress EEarETIRFE13)

(Note 13) 505,865 453,533
Transfers from investment properties EERIREME 31,368 11,788
Transfer to investment properties BB Y = (10,152)
Transfers to construction in progress EER AR TIR(M3E13)

(Note 13) - (1,841)
Disposals BE (105,362) (29,689)
Disposal of a subsidiary (Note 32) HE—RT AR (HiFE32) (20,189) -
Depreciation charge for the period (Note 6) Z<HA#Hr & 2 (fi:16) (678,071) (614,747)
Exchange realignment PE 5, 3H % (5,210) (361)
Carrying amount at 30 June =+ H/ER@EE 9,561,985 9,185,300

Certain property, plant and equipment of the Group with net
book values of approximately RMB175,377,000 (31 December
2014: RMB245,477,000), RMB54,959,000 (31 December
2014: RMB56,464,000) and RMB43,972,000 (31 December
2014: RMB45,178,000) have been pledged to secure the long
term payables, short term bank loans and long term bank
loans, respectively. As at 31 December 2014, certain property,
plant and equipment of the Group with net book values of
approximately RMB12,153,000 have been pledged to secure
other loans. 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
R R S SRR A

13. Construction in Progress 13. £ ITE
Movements in the Group’s construction in progress, all of AEE2HUNPREAENETETIIZZES N0
which is located in Mainland China, are as follows: T
Unaudited Unaudited
RIBEZX REEEZ
2015 2014
—EB-HF —T—OF
RMB’000 RMB’000
ARET T ARKETTT
Carrying amount at 1 January R—A—BREREE 2,030,097 1,275,875
Additions gyl 1,102,496 956,988
Transfers from property, plant and EREYE - BEMEE
equipment (Note 12) (PfFEE12) = 1,841
Transfers to property, plant and EREYE - BEMEE
equipment (Note 12) (FfzE12) (505,865) (453,533)
Transfers to land use rights ERE S (PR (41,807) =
Transfers to other intangible assets R EHMEEEE (1,412) =
Disposal of a subsidiary (Note 32) HE—XKT2R(KFE32) (267,079) =
Exchange realignment & H AR (102,464) (4,868)
Carrying amount at 30 June RNA=+HBREREE 2,213,966 1,776,303
14. Goodwill 14. &

Unaudited Unaudited
RSB REEZ
2015 2014
—E—HE —ZE—OF
RMB’000 RMB’000
ARET T ARETTT

Carrying amount at 1 January and 30 June R—A—B R NA=THEH
FREE 5,837,501 5,694,938
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AR S M S IR AR

15. Biological Assets 15. £ Y EE
The value of dairy cows at the end of the reporting period was: REmERRNILGEE -
Unaudited Unaudited
RIBEZ RICEZ
2015 2014
—E-AHF —E-mF
RMB’000 RMB’000
ARET T AREETFTT
Carrying amount at 1 January R—A—B®MERAEE 160,271 36,707
Increases due to purchase A U B T 12 0 = 21,281
Increases due to raising EEE (B R EAh)

(feeding cost and others) (DRl 30,695 14,992
Decrease due to sales A & mR (1,784) (511)
Gain/(loss) arising from changes in fair G RARERBEEKSN 2

value less cost to sell of dairy cows SEEEN R (BR) (6,912) 3,345
Carrying amount at 30 June RANA=+THrEREE 182,270 75,814

The Group’s dairy cows in the PRC were valued by an AEBEREILFTIREYE ERFEMN
independent qualified professional valuer. BRNETTHE ©
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16. Other Financial Assets

AR ER

16. Htt EMEE

A MBERRME

Unaudited Audited
RIBE KEIZ
30 June 31 December
2015 2014
—e-n% e
IRl —— A =+—H
Notes RMB’000 RMB’000
Bt EE ARET T AR®ET T
At fair value through other DARBEEREEE
comprehensive income: FFAH b2 E RS
Hong Kong listed equity AR ERER (a)
investments in YuanShengTai BB LTRAKE 103,257 103,286
Hong Kong listed equity & A BB A (b)
investments in China Shengmu BB LHBRAKRE 425,654 516,988
528,911 620,274
At fair value through URRETERR
profit or loss: BETTARR
Unlisted equity investments FEEMIRAIRE 41,066 41,066
Short term unit trust investments HIEM(EFEIRE (c) 153,403 327,000
Long term investment deposit due R—FARRH 2z KPR E (d)
within one year 7 = 151,233
Short term investment deposits RHREFR (d) 5,145,839 7,816,510
5,340,308 8,335,809
At amortised cost: B A ¢
Short term bond REES ) 561,901 -
Long term entrusted loans EHETER ) 69,143 39,833
Long term entrusted loans due R—FRI|EHZ )
within one year REAZEER 22,886 43,281
Long term time deposits (Note 20) £ B EATF 2 (P 3E20) 1,573,527 1,192,886
Long term receivables R B fE W kIR 53,721 =
2,281,178 1,276,000
Total other financial assets Hih &Ry & EETE 8,150,397 10,232,083
Current mED 5,884,029 8,338,024
Non-current FEMED 2,266,368 1,894,059
8,150,397 10,232,083
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16. Other Financial Assets (ontinueq)
Notes:

(@)

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 (equivalent to
RMB369,396,000). 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, as management considered it a strategic
investment for the purpose of securing high quality raw milk
in the long run. The fair value of the listed equity securities is
determined by reference to published quotations. A decrease
in fair value for the six months ended 30 June 2015 and an
accumulated decrease in fair value as at 30 June 2015 with
amounts of RMB29,000 (six months ended 30 June 2014:
RMB136,743,000) and RMB266,139,000 (as at 30 June 2014:
RMB204,734,000), 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 (equivalent to RMB98,531,000). 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 as management considered it
a strategic investment for the purpose of securing high quality
raw milk in the long run. 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 listed
equity interest is determined by reference to public quotations.
An decrease in fair value for the six months ended 30 June 2015
and an accumulated increase in fair value as at 30 June 2015
with amounts of RMB91,334,000 (six months ended 30 June
2014: increase of RMB310,087,000) and RMB327,123,000 (as
at 30 June 2014: RMB310,087,000), respectively, had been
recognised in other comprehensive income.

The Group from time to time purchases various short term unit
trust investments. As at 30 June 2015, the Group held unit trusts
at cost of RMB1583,403,000 with no guaranteed return amount
(81 December 2014: RMB327,000,000).

Included in the above balances, an amount of RMB153,403,000
(831 December 2014: RMB257,000,000) were invested in
153,403,000 trust units set up and managed by COFCO Trust
Co., Ltd, an affiliate of a substantial shareholder of the Company.
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16. Other Financial Assets (ontinuea) 16. Hb &£ MEE @)

Notes: (continued) MizE - (&)

(d) The Group from time to time purchases various investment d) AEBTRHEAZEREFR  WETES
deposits for treasury management purpose. As at 30 June B -RZTE—RAFAA=ZTAH  AEEHE
2015, the Group held an amount of RMB5,145,839,000 (31 B EE AR5 145,839,000t ( —F— M4
December 2014: RMB7,967,743,000) in investment deposits +=ZA=+—8 : AR¥7,967,743,0007T)
from commercial banks, with guaranteed return amounts. BERELRSEHMERITRETR
As at 30 June 2015, investment deposits amounting to R-_ZE—HEEXNA=Z1TH BEARK
RMB200,000,000 were pledged to secure a short term bank 200,000,000 T MR ETFTHRE KB U A SE
loan (Note 23(a)). As at 31 December 2014, investment deposits THEBBRTEREER(KHFE23E0)) - B
amounting to RMB200,000,000 were pledged to issue the —E—NFE+-A=+—"H AHARKE
Group’s letter of credit. 200,000,000t H R EF R EEIF LA AR A

REEEABEERR -

() As at 30 June 2015, the Group’s short term bond was e RZZE—AFA A=1TH AEBEZEHE
purchased from a financial institution with good credit rating FHR—RABRIFIERTRNERMEERE
and was stated at amortised cost, with expected annual fixed A WIREHSERA AN ARR - EHIEEEN R A
interest rate of 0.86% (2014: Nil). This product will mature within 0.86% (=T — M4 : &) - WERSNRE
two months. AREH -

()  Entrusted loans mainly represent the Group’s loans to certain H ZAERETEZEAEERBRITASETHE
dairy farmers via banks. The above entrusted loans are RENER - L EEZAERBEEWE - F5)
unsecured, with annual interest rates ranging from 6.14% to KN F6.14%E6.90% ( —ZF—PU4F : 5.76%
6.90% (2014: 5.76% to 6.90%). As at 30 June 2015, these £6.90%) c R-ZE—RHENA=1H " %=
entrusted loans are neither past due nor impaired and have no ZAERE AR JMERE - T HI N ERE R
recent history of default. FO8% ©

17. INVENTORIES 17. 7%
Unaudited Audited
RBEX KEIZ
30 June 31 December
2015 2014
—B-HfF —F-F
ACIER =l — A =+—H
RMB’000 RMB’000
AR®T T ARETT
Raw materials R 3,548,656 3,597,792
Finished goods EERK A 740,664 744,500
Total inventories at the lower of cost LR AR B A B3R (E R
and net realisable value RIEEFENFERR 4,289,320 4,342,292
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18. Trade and Bills Receivables 18. EWEBRA R EE

The Group normally allows a credit limit to its customers which
is adjustable 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:

AEE-RETEFREEERE YAk
RFEBHETAE - AKREENE BBHR
IR MR o BN LA AR S B & e U B
RERBTEAETRBERNNELER - 8
TESREEEPRER

AEBEQHBRERENREERALERIR
BZREAHREOITOT

Unaudited Audited

RBER KEZ

30 June 31 December

2015 2014

—E—RF ZZ—F

ARA=1H apesEa=]

RMB’000 RMB’000

AR¥T T AREFT

Within 3 months 3ME H AR 1,752,101 1,018,735
4 to 6 months 42 6{E A 71,352 82,420
7 to 12 months 72128 A 8,656 20,722
Over 1 year 16 E 31,933 26,309
1,864,042 1,148,186

The amounts due from associates of approximately
RMB578,917,000 (31 December 2014: RMB495,534,000)
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.
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19. Prepayments, Deposits and Other

Receivables

The amounts due from associates of approximately
RMB354,000 (31 December 2014: Nil) were included in the
balances. The above balances are unsecured, non-interest- )

bearing and are repayable on demand.

T EHEERIN—REE R RREHAR
#354,000c( —E—MFE+-_A=+—H:

o LR AEERRRE  WREEX

R R S SRR A

19. B - REREtEWRIEA

PERF R AR -

20. Cash and Bank Balances, Pledged 20. RERBITET - REESEFR
Deposits
Unaudited Audited
RICEZ LEZ
30 June 31 December
2015 2014
—E—HE —E—OFE
ANA=1TH i l=
RMB’000 RMB’000
AR®T T AR®ET T
Cash and cash equivalents RERIFCEEY 7,491,577 3,607,033
Pledged deposits RBERFR 441,622 255,589
Time deposits TE BT 3K 2,688,849 2,235,413
10,622,048 6,098,035
Less: Short term pledged deposits for W ERIRITRVE AR H
banking facilities RESEFR(ME21 %
(Note 21 and Note 23(a)) FiEE23(a)) (441,622) (255,589)
Less: Long term time deposits (Note 16) & : REAFE BIFR(FIFE16) (1,573,527) (1,192,886)
Cash and bank balances e MIRITETT 8,606,899 4,649,560
&
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21. Trade and Bills Payables 21. ERRARREE

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

AEBEMERERRZEERREEE O HNRE
DT

Unaudited Audited

RBER LEZ

30 June 31 December

2015 2014

—E—HE —E—OFE

RY:ERd=l ~— A=+—H

RMB’000 RMB’000

AR¥T T ARET T

Within 3 months 31E A AR 4,634,600 4,200,799
4 to 6 months 4Z26{E A 480,408 752,738
7 to 12 months 721218 A 35,194 30,792
Over 1 year 1F A F 10,509 7,518
5,160,711 4,991,847

The amounts due to associates of approximately
RMB209,902,000 (31 December 2014: RMB224,475,000)
were included in the above balances. The balances are with
similar credit terms to those offered by the associates to their
major customers.

The Group’s trade payables are unsecured, non-interest-
bearing and payable on demand.

Except for an aggregate balance of approximately
RMB334,504,000 (31 December 2014: RMB301,395,000)
secured by the pledge of certain of the Group’s deposits
amounting to approximately RMB127,716,000 (31 December
2014: RMB90,823,000) (Note 20), the bills payable are
unsecured.
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22, Other Payables and Accruals 22 HiERRIBERTAIRER
Unaudited Audited
RIBE KNz
30 June 31 December
2015 2014
—B-RfF —F-F
V=Rl - — A =+—H
RMB’000 RMB’000
AR®T T ARETT
Advances from customers BPEMNR 744,526 905,654
Salary and welfare payables B EHe kENE 580,622 678,839
Other payables E b F0R 3,630,538 2,969,927
4,955,686 4,554,420
The amounts due to associates of approximately LB RENBERARRBEHNARE
RMB27,574,000 (31 December 2014: RMB25,089,000) were 27,574,0007L(=E—ME+=-A=+—8 :
included in the above balances. AR#25,089,0007T) °
23. Interest-Bearing Bank and Other 23. ;T ERITRHEMEE

Borrowings

Unaudited Audited
RIBEZX KEZ
30 June 31 December
2015 2014
—E—HEF —ZE—4F
AA=1H ey Ea=]
RMB’000 RMB’000
ARETT AREFTT
Current: BOER :
Short term bank loans, secured RASRITER(FEMR) 584,226 372,431
Short term bank loans, unsecured AR ITE R (EIE) 4,229,674 3,713,042
Current portion of long term bank loans, REJIRITE R (EEIH) K
unsecured BIHEAER 7 238,377 275,145
5,052,277 4,360,618
Non-current: JEBNER :
Long term bank loans, secured RERITER(FER) 639,702 547,187
Long term bank loans, unsecured RERITER(EER) 1,746,033 1,888,733
US$500,000,000 3.5% bonds R-B—=F%TZ
issued in 2013 500,000,000 TR £ %
3.5% 7 &% 3,031,057 3,028,130
5,416,792 5,464,050
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23. Interest-Bearing Bank and Other 23.

Borrowings (continueq)
Notes:

(@) As at 30 June 2015 and 31 December 2014, the Group’s
interest-bearing bank and other borrowings were secured as

STEHRITREMEE @
i3 -
@) R-P—FEEAA=+BR-_TB—MEF+—

follows:
Unaudited Audited
RASEX KEZ
30 June 31 December
2015 2014
—E-RE —ZE-F
ANH=t+H +=-—A=+—~”
RMB’000 RMB’000
AR%T R AREFTT
Secured by pledged deposits LAR B & 15 s 7 294,740 141,431
Secured by investment deposits LAIR & 17 FE R 54,842 =
Secured by land use rights and property, LAt {5E PR A e ¥ %5
plant and equipment TR Tk 5% 5 R 260,000 310,000
Secured in the form of a general security AR FIZLERR AR
agreement over all the assets of Yashili FrE B EM—RIERIHHE
New Zealand Dairy Co., Ltd.* VB 1 614,346 468,187
Unsecured AR 4 9,245,141 8,905,050
10,469,069 9,824,668
*  The bank loan was secured in the form of a general * RITERUFAMBELRIEGRA

security agreement over all the assets of Yashili New
Zealand Dairy Co., Ltd. with a total carrying amount of
RMB1,161,201,000 as at 30 June 2015 (31 December
2014: RMB985,640,000).

(b)  The carrying amounts of the Group’s interest-bearing bank and

AIFTEEEN —REMHEE A ER
e BREER_ZT—RAFA=1H
FEREE A ARE1,161,201,0007T

T mFE+=-A=1+—H: ARK
985,640,0007T) °

(b) AEENUTIIEEHENGRRTREMME

other borrowings are denominated in the following currencies: EMEREENT :
Unaudited Audited
RIBER Tz
30 June 31 December
2015 2014
—E-HF —ZT-mF
~NA=1+H +=A=+—H
RMB’000 RMB’000
AR®ET T ARBT T
Hong Kong dollars BT 1,557,571 1,036,181
United States dollars E7T 6,842,677 6,901,152
Euro BT 31,517 38,005
New Zealand dollars TR 660,804 468,187
RMB AR 1,376,500 1,381,143
10,469,069 9,824,668
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23. Interest-Bearing Bank and Other
Borrowings (continueq)
Notes: (continued)

©)]

The floating annual interest rates of the secured short term loan,
unsecured short term loan and the unsecured long term bank
loans had been made by reference to the London Interbank
Offered Rate (“LIBOR”) at LIBOR+1.3%, Benchmark interest
rate of loans+10% and LIBOR+1.2% (2014: LIBOR+0.7%,
LIBOR+0.85% and LIBOR+1.2%) respectively.

The fixed annual interest rates of the short term bank loans
varied from 1.78% to 6.90% (2014: from 1.74% to 9.47%). The
fixed annual interest rates of the long term bank loans varied
from 2.69% to 6.72% (2014: from 2.08% to 6.72%).

On 27 November 2013, the Company issued five-year bonds due
2018 with an aggregated principal amount of US$500,000,000
at 99.456% of the face value. The bond 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.

24. Other Loans
Except for an other loan of RMB30,000,000 with a fixed
interest rate of 5.76% per annum which was secured by
certain property, plant and equipment (Note 12) as at 31
December 2014, other loans are unsecured and interest-free.
There are no repayment terms for the Group’s other loans.

Other loans were all granted by local government authorities
in the PRC for the purpose of supporting the Group’s
establishment of production plants in various locations in the
PRC.

23.

24.

FHIR AR S MR IRAR MG

STESRITREMEE @)
BisE : ()

) ABEAEHER BEBCHERREKE
RESBTERNZHFEFRE 5 HIRGBBUER
TRZEFE (TLIBORNDEL » RIS F A
LIBORMN1.3% « B FI B EEF X J110%
K LIBORMN1.2% ( — & — P04 : LIBOR M
0.7% ~ LIBOR0.85% X LIBORSN1.2%) °

HEBRTERNEEFMNEN F1.78% =
6.90%(=F—P4F : 1.74%%F9.47%) - =
RITE R EE FFEN F2.69%E£6.72%
T[4 : 2.08%%6.72%) °

d) RZEBE—=F+—HA=-1+tH8 ARAET
—E-N\FRHHzAFES  ASBREAR
99.456% H {8 2 500,000,000 7T ° &% M
—T—=F+—A-+ttRA(BEER)EE
ERER3E5%:HE RAA-TEAE+—A
“+tHEFEFIRE—IX °

Hih &5
R-ZE—ME+-_A=+—08 BEMER
AR #30,000,0007C (AH F W - BB &%
IR (B 3E12) ) IR B E F H)%5.76% 5T &
I B BERAEEEREBE o AR A HA
B S -

HEREHHPEMTBAERRIFA
SEETPRZEM D RELEREMEDL
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25. Derivative Financial Instruments 25. fTESRT A
Unaudited Audited
REEY BER
30 June 2015 31 December 2014
“E-RERA=TA “Z-ME+ZA=1+-H

Assets Liability Assets Liability
B & BE =L
RMB’000 RMB’000 RMB’000 RMB'000

ARETR  ARBTT NS SUN:S.S

Forward currency contracts and ~ iRERGMNEA M R EHE (@)
currency collar Fl& £ TR - 7,504 = 2,027
Interest rate swaps =g (@) - 13,660 - 7,618
Forward currency contracts EHINEEH) (b) 7,736 - 17,455 -
Forward currency swaps EE MK b (b) 25,710 - = =
Interest rate forward contracts FIZRHEH (0) - 6,332 - 2,479
33,446 27,496 17,455 12,124
Portion classified as non-current: D EAIERE 2B
Interest rate swaps iy - 13,660 - 7,618
Current portion: REES 33,446 13,836 17,455 4,506
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25. Derivative Financial Instruments (continueq)
Notes:

(@)

The fair values of these derivative financial instruments are
determined by the Westpac Bank, the counterparty of these
hedge arrangements, and reviewed by the directors of the
Company, based on contract value with reference to LIBOR
and exchange rate of United States dollar against New Zealand
dollar.

Forward currency contracts and currency collars — cash flow
hedge:

Forward currency contracts and currency collars are designated
as hedging instruments in respect of forecast future contractor
payments from October 2014 to June 2015 for the construction
of Yashili New Zealand’s plant in New Zealand dollar to hedge
the cash flow change associated with foreign exchange rate of
United States dollar against New Zealand dollar. The balances
of forward currency contracts and currency collars vary with the
levels of expected construction payments and changes in foreign
exchange forward rates.

Interest rate swap contracts — cash flow hedge:

Interest rate swap contracts, which started from September
2014 and mature in August 2017, are designated as hedging
instruments in respect of future interest of Westpac Bank bank’s
loans with a floating rate of one-month LIBOR to hedge the cash
flow change associated with LIBOR’s change during the period.
The balances of interest rate swap contracts vary with the levels
of expected withdrawal of bank loans.

Since the nominal amount of the forward currency contracts and
currency collars match the terms of the construction payment
commitment and the terms of the interest rate swaps match
the terms of the bank loan agreements, the hedged rate is
determined at 1 to 1. The main source of ineffectiveness include
counterparty non-performance risks, which is considered to be
insignificant.

The Group has entered into various forward currency contracts,
forward currency swaps and interest rate forward contracts to
manage its exchange rate and floating interest rate exposures.
These forward contracts are not designated for hedging
purposes and are measured at fair value through profit or loss.

FHIR AR S MR IRAR MG

25. STE €/ T H )
BT -

(@)

ZETESRMI AN AR B HZEE PR
HERI X 5 ¥ FWestpac Banki& 2 £ LIBORM
ELAFAETHERBIESNERETE
WHARBEEEZ °

BESMEANRERNE L TR-BENE
i

BEHINEEHN R EBNEETREERAEH
BE-Z-WFE+AZE-ZF-—AFNAUFA
7 7T B e MR PR B RS YRR R AR
TR Sk B - DAY B8 56 T 3 HT 7
TTESNEM R B BEME S RERE o EHS
ek EENE ETRMMERE AR
IHEREGIR S K S BN R e B B i &1L -

BE-T—NFAAERIR=_ZT—LFN
AEEMF RisHALNEEEREZ @A
LIBORKZ BN FI| 51 B FWestpac BankiR1T
BREARFEEBEOE R T A - LAEHHE
ANELIBORMEESHEENIRSRELE) o F
AN HRERERTE RN TEH
KM EL o

HREMINEAR O R ERFE ETROHEE
SRR FORE R G E AR B A R R 4 1
M RFERIRTT BB M IR R E AR A - 8]
AR R ET R « SR EBE T F B R
RETAT TEANRBAEE - A EER
BEEN

AEBERIVZMNERINESL  EHINE
HHRAREMEHN  NEBEEEXRTH
MEER - ZEEMEOALIEEFEHE
W RAD A ERE B E#BE AR
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26. Long Term Payables 26. REIE(IRIE
The Group’s long term payables represent the amortised AEBNRHEMNFBEERBEEEERE
costs of outstanding instalments payable for the purchase DHAT I RIAR B AR - BHEFTERANE
of production equipment. The effective interest rate used for BRI ATIGHE - GRGSBAERIMT :

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

Unaudited Audited
RIESERK e
30 June 31 December
2015 2014
—E-HF —E-mF
Y:ERd=l ~— A=+—H
RMB’000 RMB’000
AR¥T T AREFTT
Within 1 year 1FRN 39,373 66,828
1 to 2 years 15226 38,486 41,305
2 to 5 years 2554 8,591 22,507
Total long term payables REJFER OB BEE 86,450 130,640
Less: Amount due within 1 year W ETARBEEREMES
included in current liabilities FIERTARE A
under other payables and —FREIEFE
accruals (39,373) (66,828)
47,077 63,812
Certain long term payables are secured by the Group’s ETREABNFEURAEENE  BE K
property, plant and equipment (Note 12). RABEI IR (M EE12) -
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27. Other Non-Current Financial Liabilities

FHIR AR S MR IRAR MG

27. Htt R B e e &

Unaudited Audited
REER KEIZ
30 June 31 December
2015 2014
—E-RF —ZE-F
AV =Rl ~— A =+—H
Notes RMB’000 RMB’000
B aE AR®T T AREFT
Present value of contingent SRR EERE
considerations (a) 141,466 137,199
Present value of considerations to &R —FEE 2K E
be paid beyond one year RE (@) 9,175 8,901
Present value of redemption Al Be Y B R I Y
amounts for potential acquisition A& EE#E%s 7 BE& D
of puttable non-controlling SRIRME
interests (b) 2,239,794 2,192,641
2,390,435 2,338,741
Notes: BieE -
() The fair value of the contingent consideration arising from the @ ELXEASELRBARHEBERI;IHMR

Group’s acquisition of Mengniu Arla (Inner Mongolia) Dairy
Products Co., Ltd. (“Mengniu Arla”) was RMB120,131,000 at
the acquisition date of 1 January 2013 and re-measured at
RMB141,466,000 as at 30 June 2015 (31 December 2014:
RMB137,199,000).

The fair value of the remaining considerations with the principal
amount of RMB10,000,000 to be paid beyond one year arising
from the Group’s acquisition of Mengniu Arla at the acquisition
date was re-measured to RMB9,175,000 as at 30 June 2015 (31
December 2014: RMB8,901,000).

ERECAR(TRERF ) 2R ARER
WERARA-—ZE—=—A—HB)22%
EAARK120,131,000T ' YR -ZF—F
FRNAZTHEMGAAR 141,466,000
T(ZE—ME+-_A=+—08: AR¥
137,199,0007T) °

R-TB—RFEXNA=1H  AREERKE
BHKERERFMAER —FERIN2AE
B AR#10,000,000 2 E#HRBEZ A A E
BEAARKEI 175000 (—F—MWE+—
A=+—8 : AR¥8,901,0007T) °
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27. Other Non-Current Financial Liabilities
(continued)

Notes: (continued)

(o)

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 2015, the Group
derecognised the carrying amount of non-controlling interests of
RMB418,773,000 (31 December 2014: RMB384,460,000) and
recognised a financial liability at the present value of the amount
payable upon exercise of the option of RMB637,308,000 (31
December 2014: RMB591,470,000) and accounted for the
difference into equity.

In addition, under the equity joint venture contract entered
into between Inner Mongolia Mengniu Dairy (Group) Company
Limited (“Inner Mongolia Mengniu”) and Danone Asia Pte Ltd.
(“Danone”) dated 9 August 2013, an option was granted to
Danone to terminate the equity joint venture contract and sell
the entire Danone’s stake in the joint stock companies 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
(7t) 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
2015, the Group derecognised a non-controlling interest of
RMB533,945,000 (31 December 2014: RMB502,323,000) and
a financial liability at the fair value of RMB1,602,486,000 (31
December 2014: RMB1,601,171,000) payable upon exercise of
the option and accounted for the difference into equity.
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27. EMIER

cHmEE@

BieE - (8D

(b)

BEAEE AREZLENAEERAA
(TELE ) REBELENIEITRBREI LM
BAEEHE  AEBMAIEZERBRERER
SHEE B RS- NFREERRES
BEE  RAEEEEXTEEELEL49%
B - M-_T—RENA=1TH K&£H
IR EEENREAEBEARE
418,773,000 T (= E—WE+ =R =+—
B : AR #384,460,0007T ) R IZ1TERH
B E T RIE R IR B A R # 637,308,000
T(ZZE—MmWE+-_A=+—H: AR¥
591,470,00070) ER SR B(E @ WS EEAT
AR o

AN - BERSRESEIE(EE)BRHBER
AR(AREF ) BEgmMaR AR ([Z
BN -_ZE—=FN\ANBTINEER
BAR - ERER —TEREE AR
MEFTMIERGZEBIIB R L7 BAF
B EMQEZHBRETARARIESEK
AR WK EERESPIRTEEETA
K54 BEARRNMBEBSTERNERBEM
MER(BELTRADMBTE  BIEERLE
TMHAAERBEEIZHEE - R_T—1F
NAZTH - AEBEK IR RE
= A R#533,945,000T (—E—ME+ =
A=+—H: AR#¥502,323,0007T) &%
TEEREREEEMNNSREBEARBEARE
1,602,486,000t (= Z—WMF+=-_A=+—
B : AR#1,601,171,0007T) @ Wi =585t
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28. Share Capital 28. IR 7
Unaudited Audited
REER KEIZ
30 June 31 December
2015 2014
—E-AHF —TmF
VIR =l - A =+—H
RMB’000 RMB’000
AR®T T AREFT
Authorised: ZEE -
Ordinary shares of HK$0.1 each FREEO. VBTN ERERK 319,235 319,235
Number of
ordinary
shares
LB
B AE
Notes ’000 RMB’000
Bt & TR ARET T
Issued and fully paid: EETREE -
At 1 January 2015 (Audited) R-_ZE—RAF—H—H
(Fe&EZ) 1,958,591 196,246
Shares issued under IRIE DARR 0 2 - HO BB AR
equity-settled share option WL BEEITI D
arrangements (a) 2,701 213
At 30 June 2015 (Unaudited) RZE—hFEA=TH
(REHEZR) 1,961,292 196,459
At 1 January 2014 (Audited) RZZE—HmHE—H—H
(R24%) 1,835,263 186,476
Shares issued under IRIE AR (0 S2 A5 O BB AR
equity-settled share option ERTBEEITIRGD
arrangements (@) 1,826 145
New share subscription and AR RS K 31T
issuance (b) 121,236 9,604
At 30 June 2014 (Unaudited) RZZE—WMEFEA=1H
(REEFERZ) 1,958,325 196,225
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28. Share Capital (continued)

29

Notes:

(@ The 2,701,297 (six months ended 30 June 2014: 1,826,371)

share options exercised during the period resulted in the issue of
2,701,297 (six months ended 30 June 2014: 1,826,371) ordinary
shares of the Company and issued capital of RMB213,000
(six months ended 30 June 2014: RMB145,000) and share
premium of RMB50,758,000 (six months ended 30 June 2014
RMB34,324,000). The weighted average share price at the date
of exercise for these options was HK$38.87 (six months ended
30 June 2014: HK$38.89) per share.

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.

Other Reserves

During October 2014, Yashili, China Mengniu International
Company Limited (“Mengniu International”) and Danone
Asia Baby Nutrition Pte. Ltd. (“Danone Asia”) entered into
a subscription agreement pursuant to which, among other
things, Danone Asia has conditionally agreed to subscribe
for and Yashili has conditionally agreed to allot and issue
1,186,390,074 subscription shares (representing approximately
25% of the entire issued share capital of Yashili as enlarged
by the allotment) at the subscription price of HK$3.70 per
subscription share. On 12 February 2015, the conditions
precedents of the subscription agreement were fulfilled and
the allotment had completed. As a result, the interests of
the Company in Yashili (through its shareholding interests
in Mengniu International) were diluted from approximately
68.02% to approximately 51.01% without loss of control. The
deemed disposal was accounted for as an equity transaction,
and as a consequence the difference of RMB961,804,000
between the amount by which the non-controlling interests
were adjusted and the fair value of the consideration received
was recognised directly in equity as a reserve.
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28.

29. £

BR 2N ()
B3 -

A& 2,701,297 (B E —E—WF /<A
=+B1ENEAR : 1,826,3711)) B EETT
i EHEIITARNFR, 701,297 (HE2-T
—MEXNA=ZTHIEANEA : 1,826,3714%)
LB N EBEITRAARK213,0007T (&
—Z—NEXNA=THILNER : AR
145,0007T) B 15 7% B A R #50,758,0007T
(HE-Z—MNEAZ+THLEREAR AR
#34,324,0007T ) ° ;iﬂ%ﬁﬂ%é%ﬂi E Zﬂu
B A FHR38.87 BT (HE —m
FRA=ZTHIEAEA : 38.89/’%71)

(@)

RZZT—NFE_F+=-H &g FHEALE
WEBRAR([FEILE]) RARARI R

i Bt ARBBAKEHNRERTR
it 2 121,236,357 X% 15 F R 1@ FL % -

N
{8/55,152,545,0008 7T - ZBERBER=-F
—OFE=A=t++tH%EK

H it E
C—FE+ A BEF > AERSFH
BERAR (4B |) & Danone Asia
Baby Nutrition Pte. Ltd. ([Z&EaiM |) 85T
REWZE B (EFeE) EZeaMEik
HRERBEELFNEGRERE @E%’é&%‘é
1,186,390,074 1% R EE A 10 (#E & M AC B 35 1
REMFELTF 2 EEBRITIALI25%) - REE
BAERRERIT0BT R _E—HFE_
A+=8H  REBBR2EREHETK - B
BB TR o Bl AR CEBENRTFH
R 12 IR B A ) TE 7 - A1) B #E 2 FH £968.02%

BEE451.01% - \EI@%%%% HIRE o %
BRHEF SBRERS - Bt - EHEIFE

REZECWRBZAABEZEBARE
961,804,000 LB HENES AR AHEE -
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Other Reserves (continueq)

On 31 December 2014, China Dairy (Mauritius) Limited, a
wholly-owned subsidiary of the Company, has entered into an
equity interest transfer agreement to acquire an approximately
6.6862% equity interest in Inner Mongolia Mengniu from
the sellers at an aggregate consideration of approximately
RMB2,505,732,000 in form of cash within 10 business days of
the obtaining of the approval of the Ministry of Commerce of
the PRC. On 26 January 2015, the transaction has completed
and the Company is now interested in directly and indirectly
through China Dairy (Mauritius) Limited, approximately
99.9775% shareholding interest of Inner Mongolia Mengniu.
This acquisition was accounted for as an equity transaction,
and as a consequence the difference of RMB1,890,606,000
between the amount by which the non-controlling interests
are adjusted and the fair value of the consideration paid was
recognised directly in equity.

Share Award Scheme

The share award scheme of the Company was adopted by
the board on 26 March 2013 (the “Adoption Date”). The
purpose of the share award scheme is to provide an incentive
to encourage the participants for the continual operation and
development of the Group.

Subject to the terms of the 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 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
share award scheme. The shares of the Company granted
and held by the trustee until vesting are referred to as the
treasury shares and each treasury share shall represent one
ordinary share of the Company. Shares will be acquired by the
independent trustee (the “Trustee”) of the share award scheme
on the market out of the funds contributed by the Group and
be held in trust in accordance with the provisions of the share
award scheme.

29.

30.

FHIR AR S MR IRAR MG

H{th & )
N-ZE-—WME+-_A=+—HB ARAF2
% F /2 &) China Dairy (Mauritius) Limited 57
VREEZERZ  UWRAEHFRBARS
#416.6862% 1 - HEREBARNWAARK
2,505,732,0007C © BERERENEEF
B XBIOELEBRNLN - AT —F
F—AZ+ B XPER - AREBEEEHE
¥ N 4% @ China Dairy (Mauritius) Limited&#
BANSKEF4999.9775% %1 - B U IET
BRERS - Bl CFAEIEREREE
NREzZ AR B EZ5EARE1,890,606,000
TEEERESARARE -

BRERETE
AARRBEMHBR _-"T—=F=A
“tABRMABM)EEEERM - KR
HEHEE DS RE AR AT EENE
ERBRIELER -

RERRZEFEGIE LTRA  EFE
ARER FER S EMALIELEY > e &
BRATHBEEERRESERERLZAH
BB 2 R - R RER B2 ZFEAN
AEEHENREN TS LBEARARE
Bt RAGREARBHEL2EERSE &
EREBRNRBERZEZRE 2 HEURBR
HE2EELL CREMAIEABAERE
ERBZARABRNDBAEFRN - MEE
RN IEA DR —IRE B - IO i§h A
EREFEZBUZFAANZEADRTE
RAKERH CESWE  ARERTER
AHEIERINEFEP R °

TERFARERAT —T-AFHH®RE 93



NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AR S M S IR AR

30. Share Award Scheme (continueq) 30. RERB S (@)

No shares shall be purchased pursuant to the 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 shares award
scheme shall exceed 5% of the issued capital of the Company,
and the maximum number of treasury shares which may be
granted to a Participant at any one time or in aggregate may
not exceed 0.5% of the issued capital of the Company at the
Adoption Date.

Subject to any early termination as may be determined by the
board, the share award scheme shall be valid and effective for

a period of 5 years commencing on the Adoption Date.

Particulars and movements of share award scheme

BMERNDIBEARERETZERE - &
MZEAZMEMRBMEEEBEE @ #
EEBEER  BUEAKREEETETEMK
MEEBBAARDEITRAZ5% - R
RETERTE—2RENETRGOEE £
R BETSHBBRMAEBAQFEBITR
K20.5% °

XRREFQREEE 2 EARTRLE - K
SEB RN RA B BEF AFHRAN—
BEAMBER -

BRERBFEFERE

2015 —E—HF
Granted Vesting
Fair value As at during during As at
per share 1 January  the period  the period 30 June
BRAAE R-A-H B HAEE RAA=1H
(HKS)
Date of grant R A (Br)
26 April 2013 ZE-=fMAZ1+5A (a) 21.65 7,409,800 - 1,228,000 6,181,800
17 April 2014 “E-MEMATLA (b) 40.95 6,055,000 - 6,055,000 -
2 April 2015 “Z-1EMACH (©) 40.10 - 8,725,000 - 8,725,000
2014 —ZE-F
Granted Vesting
Fair value As at during during As at
per share 1 January the period the period 30 June
BRAR R-A—H ik HnEE RRA=TH
Notes (HKS)
Date of grant REAH fitsk (%71)
26 April 2013 “E-=FmR=t/A () 2165 17,569,400 - 10,159,600 7,409,800
17 April 2014 ZE-NEEAtLR (o) 4095 - 6,055,000 - 6,055,000
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30. Share Award Scheme (continueq)
Particulars and movements of share award scheme

(continued)

Notes:

(@)

On 26 April 2013, a total number of 17,569,400 treasury shares,
representing 0.99% of the issued capital of the Company as at
the Adoption Date, were granted to the Selected Participants.
Out of the total shares granted, 8,425,800 treasury 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
financial years ending 31 December 2013, 2014, 2015, 2016
and 2017. The grant of the treasury shares to other directors,
senior management, heads of departments and other employees
of the Group would 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 financial year ending 31 December 2013.

On 17 April 2014, the Company further granted 6,055,000
shares under share award scheme to the Selected Participants,
representing approximately 0.34% of the issued share capital
of the Company as at the Adoption Date. This batch of treasury
shares would 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 financial year ending 31 December 2014.

On 2 April 2015, the Company further granted 8,725,000
shares under share award scheme to the Selected Participants,
representing approximately 0.49% of the issued share capital of
the Company as at the Adoption Date. Out of the total shares
granted, 2,472,700 (including the grant of 1,854,500 treasury
shares to an Executive Director) treasury shares were granted
and would vest in three tranches each on the first, second and
third anniversaries of the Grant Date 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 financial years ending 31 December 2015, 2016 and
2017, respectively. The remaining treasury shares granted to
the other directors, senior management, heads of departments
and other employees of the Group shall vest in full during
2016 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 financial year ending 31
December 2015.

FHIR AR S MR IRAR MG

30. RERE T2 @)
PRERETEFEREE (@)

GEX

(@)

RIZE—=FWMA —+/"H AR AIALR
FLHEERHA £17,569,40008 EFIH -
EARRRRERMB B2 B 3T A0.99% °
REE TR EEF - 8,425,8000% E 17 %
BB TREB(TRBARRRITESR) * %5
BDEIRES THEBGRT(RREASEREE
Z) sRE# KRR mMEEEHIRAS
REBRH®EE— - — = WOEAEBSF -
WAEARATRBE-_S—=4 - _2—N
F T -RF ZE-RFERZT—LtF
+ZA=t+—BULEIVBEESRIFIEEFE
BHig AAEE - AAEEEMES 54
FIEBAE HMETEREMEERLEZE
Tl - BREFBRE(BEAEEREHE
Z) BER-ZE-—NE=A=1+—BRHE
B HAFARAREE_T—=+_A
=t+—BUEVBRFERREFEER - 51
EE o

R-ZE—MWFEMA++H - ARERER
ERFpFEE—TRALETLAERY
6,055,000 % (%D * (h A A RIREM B B2
BEBITIRAL0.34% » ZHALEFRDEIRE
SEBIEHE(BEEAERN T —NFZ2RE
BfE) BER-Z—AFEMA=1+HE&%:E
B HAGFARIREBEE_ZT—MNE+_A
—t+—BUETRFEETBEEFEER - A
fEE o

RIZ—FAFMAE B » ARFREREZ#E
BhaT &I — P MR ELEER TS, 725,000
BEREAD - (E AR AR B 8 2 B 31T A
#90.49% - REE L RDLEH + 2,472,700
REFRG (BRIEER FHITES 21,854,500
BEFRS) ERE W EIRIEEBIEG(21E
AREBKRBEE)  HD=EHXEE  MEB
BHSRAEREBHESE— —R={A8
£ AFAARREE_T—AF - —_F
—NER—T—tEF+_A=+—HLHK
FELRITIREFEER  HAEE - B
AEFBEMESE  SHAETEAS  BMHEE
REMEEREZHTETRD  RERE
B (REAEERREE) ERZT—X
FERNERRE  WEGAQARREE=-Z
—RE+-A=t—BULHHREETIEEE
&% HAMEE -
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30. Share Award Scheme (continueq)

31.

Particulars and movements of share award scheme
(continued)

The fair value of the treasury shares granted was calculated
based on the market prices of the Company’s shares at the
respective grant dates. No dividend will be considered. The
fair value of the treasury shares granted during the period
was HK$40.10 (2014: HK$40.95) per share. The Group
recognised the expenses relating to the share award scheme
of approximately RMB138,038,000 (six months ended 30
June 2014: RMB103,738,000) into the interim condensed
consolidated statement of profit or loss during the period.

Deemed disposal of a subsidiary

On 18 January 2014, Fuyuan, a then 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 Goup’s interest in
Fuyuan from 100% to 50.68%. The Group considered that it
lost control of Fuyuan due to the Group owning less than 50%
of the voting rights. As a consequence, Fuyuan has become
an associate of the Group since then.

30. RER B8l ()

31.

BRERBEFBEREZE @)

EREEFEROZAAE  HEREAQT
BORERHBBzMEFNE  EFET
SHRBEE - HARKHZEERMHZAA
B AERKR4010BT(ZF—MUFE : 40.95
BIL) c BN - AEBEENF HERLREAE
mRP  BRAREEBHEIHOARE
138,038,0007( = —MFNA=+HIEN
@A : AR#103,738,0007T) °

REEE—XF2FH
R-ZE—ME—A+=H ARBEEME
BEENF LA EREZARY700,800,0007T
[ 3 A% B2 3% 2% 584,000,000 A% X 17 3% TE &2
SEBYAEENERNEZHR100%EEE
50.68% > AEBRAEEE KETIRMIZEH
E AREEREZREREIEDRE0% -
Hit - BREKARNEENEE QT -

2014
it SiefS
RMB’000
AREBTTT
Assets of disposal groups classified as DEARARENEEANEE
held for sale 1,371,611
Liabilities directly associated with the assets HEFEFENEEEEAENARE
held for sale (746,516)
625,095
Initial recognition of an associate VIR TER — R E A A 719,998
Gain on deemed disposal of a subsidiary HRELE —RFRaKE 94,903
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32. Disposal of a Subsidiary 2. HE—=FRF2AH

On 19 January 2015, Junlebao, an indirectly owned subsidiary
of the Company, 100% exchanged its equity interests in
Zhangjiakou Junlebao Dairy Co., Ltd. (“Zhangjiakou Junlebao”)
for an 14% equity interest in Banner Baby Dairy Company
Limited, which is a third party.

The book values of assets and liabilities of Zhangjiakou
Junlebao were as follows:

RZE—RAF—A+hB ARAIZHEEHE
EMTRABLE  UENRROBLEY
XERAF([RRAOEBLE |) 2100% /% #
BMEERE TGO ERAB(E=H)K
14% A% -

REXAEBLENEELBRNEKEEDNT :

19 January

2015

—E-HEF

—HB+hA

RMB’000

AR¥T T

Net assets disposed of: HEEESE :

Cash and bank balances W MIRITHETF 861
Property, plant and equipment (Note 12) ME - BB MEE(E12) 20,189
Construction in progress (Note 13) EEITRR(HIE13) 267,079
Prepayments, deposits and other receivables AN - R REMEKEER 35,175
Inventories & 18,266
Deferred tax assets FEFRIBAE 3,683
Trade and bills payables ERERREE (24,289)
Other payables and accruals HEfENFE R TERRE F (196,974)
Deferred income IRIE W (50,000)
73,990

Fair value disposed of HEAAE 123,979
Gain on disposal of a subsidiary HE—RFAAWES 49,989
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33. Contingent Liabilities 33. IAREAE
Aside from the disclosure in note 27, the Group had MBI sF27 TR AN REERREI KT
contingent liabilities not provided for in the interim condensed HHISBAGRE M BRRAZ REBEXAEE
consolidated financial statements at the end of the reporting HE T -

period as follows:

Unaudited Audited
RIBEX KEZ
30 June 31 December

2015 2014
—EB-EF —ETF
ARl — S=+—H

RMB’000 RMB’000
ARET T ARBTT

Guarantees given to banks in connection  FLLAT A LR R E M E

with facilities granted to: IRITIRALIELR -
Third parties B=h 39,000 174,000
34. Capital Commitments 34. EXEIE
The Group had the following outstanding capital commitments RBERAR  AEEEHEBE REREYE -
in respect of the purchase and construction of property, plant BRE RS EHEAERENT ¢

and equipment as at the end of the reporting period:

Unaudited Audited
RSB KEZ
30 June 31 December

2015 2014
—EB-EF T F
aV:ERd=l — S=+—H
RMB’000 RMB’000
AR®T T ARETTT

Contracted, but not provided for EHEEE ST 862,473 882,288
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35. Related Party Transactions 35. AL
(a) In addition to the transactions and balances which (a) BRAFEARGBASR & B TS R E b ERE I
are disclosed elsewhere in the interim condensed BRRGREHIN - REBEEBER

consolidated financial statements, the Group had the
following significant transactions with its associates and
other related parties.

AN A MBI A TEIT TIEARS -

Unaudited
RISERZ
For the six months
ended 30 June
BEANA=THLKEAR

2015 2014
—E-AHF —TmF
Notes RMB’000 RMB’000
B 5E AR®T T ARETT
() Sale of liquid milk products  [AE%& A 7] 85 E R B2 1)
to associates Em (i) 2,083,733 2,580,214
() Sale of ice cream products  [AIE 44 2 &) $5 5 7Kk EHR
to associates Em (i) 32,340 96,455
(1) Sale of milk powder BNk vl
products to associates Em (i) - 4,788
(V) Sale of other products to B A RIS E H A
associates Em i) 5,711 4,674
) Purchase of raw materials ~ RIAAR—FE
from affiliates of a major AR R BB B A A
shareholder of the BEEMR
Company (i) 98,828 177,995
(Vl)  Purchase of raw materials A —XEt& A TIEE
from an associate FR# %} () 1,448,202 1,361,643
Note: FizE

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

() ERELSEIRMSERRERE=

T BIREETE ©
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35. Related Party Transactions (continueq)
(b) Compensation of key management personnel of
the Group

35. BBEA TR B @)
(b) NEBNEEEE A BRI

Directors’ fees
Salaries and allowances
Retirement benefit contributions

EF0e
e loERR
BRI FIGER

Unaudited
RIBEX
For the six months
ended 30 June
BZEAA=1THLAAEA

2015 2014
—E—FE —ZT—OF
RMB’000 RMB’000
AR%TR ARETFT
865 940

5,524 12,120

322 423

Notes:

(0

(i)

(i)

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 RMB4,863,000 (six months ended 30 June
2014: RMB11,347,000).

In addition to the key management compensation shown in
above table, during the period from 2013 to 2015, certain
directors and senior executives were granted treasury
shares in respect of their services to the Group under the
share award scheme of the Company. In accordance with
IFRS 2, share-based payments represent the fair value
at the grant date of the shares amortised to the interim
condensed consolidated statement of profit or loss during
the period disregarding whether the shares have been
vested/exercised or not. During the period, the share-
based payments relating to the treasury shares granted to
these directors and senior executives were approximately
RMB23,830,000 (six months ended 30 June 2014:
RMB23,738,000).
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(i)

(i)

TEEEASNEMEENHANTA
RAIBEMSRITRAENHE -

B ERFIREEEIEA BRI - B
—ERAFET—FHPH ETE
ENERITBAERBSHAEBOIR
BEARBIRIBERE S BR
1 o RIBEIBREMISHRE LR F25% - M
B BERE A & T s B AE R 1
BN ARE  HAERAFHEREGE
BERAT B - M wmax S ERE
REOEB 1TE - iR BERT%
EBERSWITRAEBRENIAR
» BRI F4 5 AR 4,863,000
T(EHE-_Z—MWEA=1THIE
A AR#11,347,0007C) °

B ERFIROEEEIEABRBMIN 0 1
—E-ZFEE_T-RFHWN - ETE
ERSRITERABRFESHAEBHR
HEARRRIBIBERERE SR LET
BRZE o AR5 B0 B B 75 i 45 22 I B 2557
LARR A7 B EEh A9 2 5 9B PR 1 1 AR ZE A%
HESORAAE  HAE AT IR
ARmERANTIAEN - MTRZERE
RECERB 17 - BN R T%
EEERERITIRABEFREZA AR
M RERNZ 4 A ARE23,830,000
T(EE_ZT—NFEANA=Z+THILAE
A AR#23,738,0007T) °
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36. 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 2015

36. REFE T NEMT A

RIEHR -

LI

R-B—HEXA=1+H

FEE > ENEETANKEE

Financial assets: LRIEE
Fair value
Fair value  through other
Amortised through comprehensive
cost  profit or loss income
UAR{EE
U REHE BHSE
BEH®H FTAEAM
Bp A FTAER 2EYH @t
RMB’000 RMB’000 RMB’000 RMB’000
AR¥ETR AR¥ETR ARETR ARETR
Trade and bills receivables G ES 1,864,042 - - 1,864,042
Financial assets included in prepayments, BERENT  BE R
deposits and other receivables Hi RN R EE 458,097 - - 458,097
Equity investments BARE - 41,066 528,911 569,977
Unit trust investments BfERE - 153,403 - 153,403
Short term bond BHES 561,901 - - 561,901
Entrusted loans LHER 92,029 = = 92,029
Long term receivables KR WE 53,721 - - 53,721
Derivative financial instruments THEERMTIA - 33,446 - 33,446
Investment deposits RERT - 5,145,839 - 5,145,839
Pledged deposits RELFH 441,622 - - 441,622
Cash and bank balances ReRFTEEY 7,491,577 - - 7,491,577
Time deposits with original maturity of FEHHAA=EAMULN
more than three month THER 2,688,849 - - 2,688,849
13,651,838 5,373,754 528,911 19,554,503
Financial liabilities: = =R =g

Fair value Derivatives

Amortised through used for
cost  profit or loss hedging Total

UAREHE

BHZE RRER
B AR MITEIR EH)
RMB’000 RMB’000 RMB’000 RMB’000
AR¥ETR ARETR ARETT ARETR
Trade and bills payables G ES 5,160,711 - - 5,160,711

Financial liabilties included in BEREMERFER
other payables and accruals ERBA/SRAR 3,591,165 - - 3,591,165
Interest-bearing bank and other borrowings st ER{TREMEE 10,469,069 - - 10,469,069
Other loans HiER 172,965 - - 172,965
Derivative financial instruments HTESRTE - 6,332 21,164 27,496
Long term payables REBRATE 86,450 - - 86,450
Other non-current financial liabilities HEEnasmaE 2,390,435 - - 2,390,435
21,870,795 6,332 21,164 21,898,291
b
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36. Financial Instruments by Category (ontinueq) 36. RERESHNEMITRE@m

As at 31 December 2014

Financial assets:

R=FB-—N&+=A=+—H
EREE

Fair value
Fairvalue  through other
Amortised through  comprehensive
cost profit or loss income Total
AARfEsE
MARERE AHEY
AHZE FAEA
B frABE el Bt
RMB’000 RMB'000 RMB'000 RMB'000
AREFT AREFTT ARETT ARBTTT
Trade and bills receivables flE e 1,148,186 - - 1,148,186
Financial assets included in prepayments, BERENT  BE R
deposits and other receivables HitENZENSREE 370,413 - - 370,413
Equity investments Bk A - 41,066 620,274 661,340
Unit trust investments BiERRE = 327,000 = 327,000
Entrusted loans ZiER 83,114 = = 83,114
Derivative financial instruments FTESRIE - 17,455 - 17,455
Investment deposits RERH - 7,967,743 - 7,967,743
Pledged deposits RESER 255,589 - - 255,589
Cash and bank balances BERENSED 3,607,033 - - 3,607,033
Time deposits with original maturity of BEHAA=EAMNLE
more than three months EHER 2,235,413 = = 2,235,413
7,699,748 8,353,264 620,274 16,673,286
Financial liabilities: =N
Fair value Derivatives
Amortised through used for
cost profit or loss hedging Total
AR ERE
AHZE iy
B irAEE MTET A Bt
RMB'000 RMB'000 RMB'000 RMB'000
AREFT AREFTL ARETT ARBTTL
Trade and bills payables ERETREE 4,991,847 = = 4,991,847
Financial liabilities included in AEREERTER
other payables and accruals BREA/ERAR 2,903,099 - - 2,903,099
Interest-bearing bank and other borrowings 3t EFTREMEE 9,824,668 = = 9,824,668
Other loans At ER 118,365 = = 118,365
Derivative financial instruments fTESRBTA = 2479 9,645 12,124
Long term payables REEMFE 130,640 = = 130,640
Other non-current financial liabilities HitEnasmas 2,338,741 - - 2,338,741
20,307,360 2,479 9,645 20,319,484
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37. 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, the current portion of other
financial assets, 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 time deposits, long term receivables, 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 with similar
terms, credit risk and remaining maturities.

The fair values of 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, forward currency contracts and interest rate
forward contracts, are measured using 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, forward
currency contracts and interest rate forward contracts are the
same as their fair values.

FHIR AR S MR IRAR MG

7. EMIBEZ2AAEBERDAEBEEBR

NRE
CREENRBZAABERMES2EBELER
RET XS (RATBEEHERIN P AT
EEENERAGB IS -

TXEFIAREET AR BN TENRE :

ReRBREEEY  RESTFROANHED
n o BUERRERE  BNRAREE - 2
EREMNR  REREMEREFBENSRBE
E - BREREMENFERERERNSHE
BfE HESRMEENRBID RBEE
RITERREMERETANLAEREH
MBI F 2 BREERE

HeRMEENIFERDI D REEHRF
R REIBWHR  StERTEREEHE
NFIENFERDEI DU REMIERSD SR E
B AR BTRBRUGER - EERR k&%
TRH AT ARKAIESHNXRITIRES
ARBRERENTAFE -

BRARENRABEDERTIHRE -

AEBESEZHFHITLITESHTA - £
ERERINEMEDRXIAAEETRR
RS REE  BRHEEAHN  BHINES
HMENEERENSITESH IR JHER
HEEFIVAERERINES O R ERBAEH
MEREBNRENE AmBEaL &
HIIME S W RN EMENNEREERKSE
B A EAER -
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37. Fair Values and Fair Value Hierarchy of
Financial Instruments (continuea) (7)

Fair value (continued)

The following table shows the valuation techniques used in
the determination of fair values of investment deposits and
unit trust investments, which falls within level 3 of the fair value

7. EMITEZARERAABERER

NAREGE)

hierarchy, as well as the significant unobservable inputs used

in the valuation.

TRFINEEREFANREMEARELAR
EMANBERTT(BRAABEERNE=
) RAEEMANERT A BREARE

ES

Significant

Valuation unobservable Sensitivity of

technique input Range fair value to the input

BEARAT WARE

fRERM BREGAZE &i[E HARENTE

Investment Discounted cash Expected yield 2.00% to0 5.40% 10% (31 December 2014: 10%)
deposits flow method RS = (31 December 2014: increase (decrease) in expected yield
REFK FRB e 2.00% to 6.00%) would result in increase (decrease)
mEE 2.00%%5.40% in fair value by RMB5,990,000

(Z=—m%F (31 December 2014: RMB4,961,000

= A=T=0E" TR ER 12 N (R4 ) 10%

2.00%%6.00%) (ZZ—ME+=-A=1+—H : 10%)

BEH R EEMORD)

AR ¥5,990,0007T

(ZE—MFE+-_A=+—H:

AK#4,961,0007T)

Discount rate 2.00% to 5.40% 10% (31 December 2014: 10%)
WX (31 December 2014: increase (decrease) in discount rate

2.00% to 6.00%) would result in decrease (increase)
2.00%%5.40% in fair value by RMB5,977,000

(Z=—m4F (31 December 2014: RMB4,950,000)

+=ZRA=+—H: FREEINCRL)10%

2.00%%6.00%) (Z2—mF+=ZA=+—H :10%)

BEB R ER D (E0)

AR¥5,977,0007T

(ZE-—MFE+_A=+—H:

AK#4,950,0007T)

Unit trust Discounted cash Expected yield 7.30% to 11.00% 10% (31 December 2014: 10%)
investments flow method FEHAURZE = (31 December 2014: increase (decrease) in expected yield
B EFRE FHERE 7.00% to 11.00%) would result in increase (decrease)
mEE 7.30%%211.00% in fair value by RMB835,000

(Z=—m4F (31 December 2014: RMB800,000)

+-A=+—8: T8 HA = A2 0 O ) 10%

7.00%Z11.00%)

7.30% to 11.00%
(81 December 2014:
7.00% to 11.00%)
7.30%%£11.00%
(ZE—m&E
+=A=+—8:
7.00%%11.00%)

Discount rate
PR E
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(ZE—WE+=ZA=1+—8 : 10%)
BEHA R EREMNORD)

AR #835,0007T
(ZZ—WmE+-/F=+—8:
AR %800,0007T)

10% (31 December 2014: 10%)
increase (decrease) in discount rate
would result in decrease (increase)
in fair value by RMB830,000

(81 December 2014: RMB798,000)
P73 =L h0 O ) 10%
(ZZ2—M&E+=-A=+—H :10%)
BEH DA ER D (E0)

AR #830,0007T
(ZE—WmFE+-A=1+—8H:
AR#798,0007T)
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37. Fair Values and Fair Value Hierarchy of 7. EMITAZAREBERAAEBEER
Financial Instruments (continueq) ()
Fair value (continued) /A\ﬁ{g(ﬁg)
The carrying amounts and fair values of the Group’s and REBERAARZERIA(BRERERA AR
the Company’s financial instruments, other than those with BEAEMBEEZSMIEIN ZEREEBELRAR
carrying amounts that reasonably approximate to fair values, (ER NN

are as follows:

Carrying amounts Fair values
FEE DAE

Unaudited Audited Unaudited Audited
RBER BEY RBEL RE7
KNI I 31 December KON 31 December
2015 2014 2015 2014
“E-1% —T-mE “E-1F —Z-|mE
Y =au=ll - — A=1—H AAZTH pyeiEhas
RMB’000 RMB’000 RMB’000 RMB’000
AR®T T ARETT ARBTT AREFT

Financial assets SREE
Long term entrusted loans RAZTER 69,143 39,833 70,391 40,216
Long term time deposits RETHER 1,573,527 1,192,886 1,555,161 1,152,365
Long term receivables RAEYE 53,721 - 50,472 -
1,696,391 1,232,719 1,676,024 1,192,581

Carrying amounts Fair values
FEE DA

Unaudited Audited Unaudited Audited
REEH TEY REER TEY
KNI I 31 December KON 31 December
2015 2014 2015 2014
—E-1f —TE “Z-1f —T-mE
:ES =+~ A=+—H :ER =+~ A=1—H
RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETT ARETT ARETT

Financial liabilities SREE
Other non-current financial liabilities HipEne e R e 2,390,435 2,338,741 2,390,435 2,338,741

Interest-bearing bank and other AERTERRAMEE

borrowings - non-current portion - FEREHS 5,416,792 5,464,050 5,349,260 5,484,636
Long term payables REBFERFUR 47,077 63,812 44,489 58,886

7,854,304 7,866,603 7,784,184 7,882,263
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37. Fair Values and Fair Value Hierarchy of 7. EMITAZAREBERAABER

Financial Instruments (continueq) ()

Fair value hierarchy NAEER

The Group uses the following hierarchy for determining and REBRBUATEBRNEEEEESHTA

disclosing the fair values of financial instruments: EOMNINERE

Level 1: fair values measured based on quoted prices F—H: BEAREEXEENEERMESEN
(unadjusted) in active markets for identical assets or HRECRKEHAR)FTEAAE
liabilities

Level 2: fair values measured based on valuation techniques FH/ DABEERGEERNEEZ B2
for which all inputs which have a significant effect on HARSN AR BEEEATZENG
the recorded fair value are observable, either directly ABIBE ] B HEHREEE
or indirectly

Level 3: fair values measured based on valuation techniques F= DAEENMERFE - BEM
for which any inputs which have a significant HATRENAABEEEATENE
effect on the recorded fair value are not based on AR EWIFER BTN TS
observable market data (unobservable inputs) B GER B R AZE)

Assets measured at fair value:

Quoted
prices in Significant Significant
active observable unobservable
markets inputs inputs Unaudited

(Level 1) (Level 2) (Level 3) 30 June 2015
RAER BEAT EART REEY
TEHHE BERAHE BEGAME —E-1fF
(8- (B=#) (B=4) ~A=TA
RMB’000 RMB’000 RMB’000 RMB’000
ARBTR ARET R ARBTR ARETTT

Hong Kong listed equity investments AR LMRARE 528,911 - - 528,911
Unlisted equity investments FEMRARE = = 41,066 41,066
Unit trust investments BEFERE - - 153,403 153,403
Investment deposits REBET - - 5,145,839 5,145,839
Derivative financial instruments TESRIA - 33,446 - 33,446

528,911 33,446 5,340,308 5,902,665
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37. Fair Values and Fair Value Hierarchy of 7. EMITAZAREBERAAEBEER
Financial Instruments (continueq) ()
Fair value hierarchy (continued) NRERBHR@E
Assets measured at fair value: (continued) BRARBTENEE | (&)
Quoted
prices in Significant Significant
active observable  unobservable Audited
markets inputs inputs 31 December
(Level 1) (Level 2) (Level 3) 2014
RER EAT EATH BEG

mENEE BREAME BREAME 2 _TRF
(B—#) (B=R) (8=#) t-A=1-H
RMB'000 RMB'000 RMB'000 RMB'000
ARBTLE  ARBTL  ARBTT  ARETR

Hong Kong listed equity investments BEALTRARE 620,274 - - 620,274
Unlisted equity investments FETRAEE - - 41,066 41,066
Unit trust investments BAETRE - = 327,000 327,000
Investment deposits BERT = = 7,967,743 7,967,743
Derivative financial instruments fTESMIE - 17,455 - 17,455
620,274 17,455 8,335,809 8,973,538

Liabilities measured at fair value: BARESENERS :

Quoted
prices in Significant Significant
active observable unobservable
markets inputs inputs Unaudited
(Level 1) (Level 2) (Level 3) 30 June 2015

REE EXT EART REER
mENEE BEBARE BEEAME -F-I%
(#-8) ($=®)  AA=tH
RMB’000 RMB’000 RMB’000 RMB’000
ARBTR  ARBTR  AREBTR  ARETx

Derivative financial instruments TESBTA - 27,496 - 27,496
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37.

38.

39.

Fair Values and Fair Value Hierarchy of
Financial Instruments (continueq)

Fair value hierarchy (continueq)

Liabilities measured at fair value: (continued)

7. EMITEZARERAABERER

(&)
DNRERBR @
BRARERBNEE  (8)

Quoted

prices in Significant Significant
active observable  unobservable Audited
markets inputs inputs 31 December
(Level 1) (Level 2) (Level 3) 2014
VNG BEXA EXTA REY
mENERE BREANE BRBANE —ZT-mEF
(F—R) (=) (8=%) t=A=t-H
RMB’000 RMB'000 RMB’000 RMB'000
ARETT ARETT ARETT ARETT
Derivative financial instruments fTHESRMIA = 12,124 = 12,124

Subsequent Events 38. iR =18

On 24 July 2015, Yashili International Holdings Ltd, Danone
and the Company have entered into a memorandum of
understanding in relation to the proposed acquisition and the
proposed share subscription. Pursuant to the memorandum,
Danone intends to (1) sell to Yashili (or one of its affiliates) its
entire ownership interest in Dumex Baby Food Co., Ltd., and
(2) use the proceeds to be received by it from the proposed
acquisition to subscribe, through COFCO Dairy Investments
Limited, a substantial shareholder of the Company, for such
number of shares in the Company provided that no mandatory
general offer obligation on COFCO (Hong Kong) Limited
or Danone or their respective associates will be triggered
pursuant to the Hong Kong Code on Takeovers and Mergers.

Approval of the Interim Financial
Statements

The unaudited interim condensed consolidated financial
statements were approved and authorised for issue by the
board of directors on 26 August 2015.
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