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"Farming diligently only for purity,
genvuineness, freshness and vitality"
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‘ China Modern Dairy Holdings Limited (the “Company” or
cg__IRPORA_I_j BRO_FI"lE “Modern Dairy” together with its subsidiaries, the “Group”) is
{L\(E,I %:JJ’/ Tche leading da}iry farmin.g opera'.cor and f:esh F?W milk produc‘er
= Il in the People’s Republic of China (the “PRC"). Modern Dairy
operates 26 dairy farms in the PRC with dairy cows over 250
thousand heads and annual milk yield approximately 1.5 million
tons. The Company initiated the production model of “Zero
distance Integration of Forage Grass Planting, Cows Breeding
and Milk Processing within Two Hours”, which is the first and
the only enterprise at present in the PRC that applies integrated
production model with SGS certification. Modern Dairy’s
products have been awarded the Gold Prize of Monde Selection
which is generally regarded as the “Nobel Prize” in the food
industry, for the past eight consecutive years.
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HIGHLIGHTS
=

FOR THE SIX MONTHS ENDED 30 JUNE BZ6H30R LB A

(All amounts in Renminbi (“RMB”)  (BR45BIZIBAS - FTESEEIL

million unless otherwise stated) ARBTARENDEB IR 2021 2020 Change
20214 2020%F HEp

(unaudited) (unaudited)
(REBEX) (REEER)

Revenue WA 3,179.7 2,827.8 +12.4%
Gross profit EH 1,181.6 1,052.0 +12.3%
Cash EBITDA Mete D IR EBITDAMED 1,152.7 986.9 +16.8%
Profit attributable to owners of RARGER AL

the Company 496.7 220.7 +125.0%
Net operating cash inflow KEREFRA 1,464.9 1,055.2 +38.8%
Free cash flow ot BlRERME 639.3 631.8 +1.2%
Net gearing ratio Mote3) SRR L ) 24.2% 66.4% -42 .2ppt
Basic earnings per share (RMB cents) FRERZFARED) 7.13 3.47 +105.5%
Net asset value per share (RMB) Mete®  FiFE FZ FE (AR L) W 1.34 1.14 +17.5%
Herd scale (heads) BEARR(R) 251,876 235,877 +6.8%

e Robust Results: For the six months ended 30 June 2021, o ¥&&Y : HZXE2021F6A30H1L<MEA -

the total revenue of the Group reached RMB3,180 million, AEEMBWAZEARE31.80ET - Atk
representing a year-on-year (“yoy”) increase of 12.4%. Cash ER12.4% ° I SEBITDASKE AR 11,5318
EBITDA recorded RMB1,153 million, representing a yoy increase JLc B R16.8% « NARER AEL G
of 16.8%. The profit attributable to owners of the Company FlERB AR 4.97187T - RLIRFA125.0% ©

reached RMB497 million, representing a yoy increase of 125.0%.

e Acquisition of Zhongyuan: The acquisition of Zhongyuan was o  WEH T : AL REEEERN2021F78 %

completed in July 2021 which could create substantive synergies B o WIBWE KA E R EBENIGES - B
in terms of farm operation, management and financial strength, BMBBENE T IEEEEHRME &K
etc. of the Group. The Group’s herd size will be increased, which SEMFHABETHELN - W#E—FRER
could further enhance the Group’s competitiveness in terms of SETERNEEREEFENHEEN

quality and pricing of raw milk.
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HIGHLIGHTS
=

e Acquisition of Fuyuan: The acquisition of Fuyuan was approved
by shareholders in June 2021 and is expected to be completed in
the third quarter of 2021. Following the acquisition, the Group’s
herd size will significantly increase to approximately 340,000
heads, which could further strengthen the Group’s position in the
dairy farming industry in China and enhance its competitiveness
in terms of quality and pricing of raw milk.

° Issuance of Bonds: The Company has successfully issued
US$500,000,000 2.125% bonds due 2026 in July 2021 with a
credit rating of “BBB"”, being an investment grade assigned by
Standard & Poor’s. The Company intends to use the proceeds
for refinancing and general corporate purposes, which will lower
overall financing cost.

e  Significant Reduction in Indebtedness: As a result of sound
and remarkable debts-reducing strategies, the Group’s net
gearing ratio was significantly reduced to 24.2% as of 30 June
2021.

° Branded Milk Won Gold Awards for Eight Consecutive
Years: The Group’s pure milk was awarded the Gold Prize of
Monde Selection for the eighth consecutive year, symbolizing that
our premium quality branded milk was widely recognized by all
sectors of the society.

KBER: 2RKESFEENR2021F6 7K
R AL EL AR 2021 FE=FERK ° &
TR EIRE  AEERNFERES KR
RAEL34EE - fE—PERBALELEF
B BETEMNMA - TIRSEAEEER
NEERTEEHFENRE S -

BITES  ARTR20211E7AKNBTLRE
ASEEITTL ZEA2.125% * R2026F 3|
H - BEZELTHRS TEAFLAIBBBIRE
TRIMES - RABEGATERERARER
BER—BEERS  BREKEABAIRE -
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Notes:

(1)  Cash EBITDA is defined as earnings before finance costs and tax having
added back: i) depreciation for property, plant and equipment and right-
of-use assets charged to profit or loss; ii) other gains and losses, net; iii)
impairment losses under expected credit loss model, net of reversal; and iv)
loss arising from changes in fair value less costs to sell of dairy cows.

(2)  Free cash flow is defined as net cash from operating activities less net cash
used in investing activities.

(3)  The net gearing ratio was calculated on the basis of the amount of total
borrowings less cash and deposit assets as a percentage of the total equity.

(4)  Equity attributable to owners of the Company at the period end divided by
the number of ordinary shares in issue at the end of the reporting periods,
defined as of 30 June 2021 and 30 June 2020.
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HIGHLIGHTS
H=

Raw Milk Sales (million) Gross Profits (million) and Margin (%) of Raw Milk
FIBSAEER (FmT) FIBSREEFE (BT REFE (%)

37.2% 37.2%

34.3%/._.
1,182
1,052 [

898 <

: .

=ip
=

1H2019 1H2020 1H2021 1H2019 1H2020 1H2021
Net Operating Cash Inflow (million) Free Cash Flow (million)
EEMBRSSW (FaT) BRREW (FMT)
s W
1,055
856
1H2019 1H2020 1H2021 1H2019 1H2020 1H2021
Interest-bearing Debt Ratio (%) Interest-bearing Debts (hundred million)
HRAMLEE (%) ARARAE @x)

47.8%

2019 2020 1H2021 2019 2020 1H2021
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PRODUCTS OF THE GROUP AND ASSOCIATES
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WELL-PACKAGED PURE MILK
A1

The pure milk is awarded
gold prize at Monde Selection
for eight consecutive years,
produced by self-owned farms
with high-quality milk sources.
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HOLSTEIN PURE MILK
1o H7 4B 24 5 40 4 45
Selecting good quality Holstein cows and containing -
3.2g of high-quality milk protein per 100ml for
everyday nutrition with a rich and favorable taste.
TEEERITENR - F1002HE3.2nBEAE
B -#AREsF—X WEEkE OFXRE-

MODERN FARMING

\ /&%}
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= uul* FEXR HIGH CALCIUM MILK
& 85 4 113 .
q: ‘ uﬁ High in calcium from good dairy farms. Modern Dairy
High Calcium Milk contains 125mg of calcium per 100ml.
H|G* CALCIUM MILK Vitamin D is added to facilitate calcium absorption. The 00 0
) } milk is nutritious, pure and rich in taste. It has won the G | 7L | RER
& Gold Award of Monde Selection for two consecutive '
D
< 5 '{‘) years.
s ) ‘\ =I5RE RS - RARMESGT 100272185125
~ - E7  FRIIMAKEERD  RESHRIK 852 F )
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PRODUCTS OF THE GROUP AND ASSOCIATES
SR E B Bk B E A

y REFRIGERATED PURE MILK
| KFERMASD
It takes merely 2 hours from
the teats to the processing line
to maintain the fresh taste and
nutrition. Good cows make
/ good milk with good taste.

PURE MILK BT E BIRA 4R N T2/ N6
:lq | REFHTEE O R R - F4 4T
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HOLSTEIN HIGH CALCIUM MILK -

AT ETE 2 5 5 85 4F 113 ’ ‘
Selecting good quality Holstein cows and containing 125mg
of calcium per 100ml. Vitamin D is added to facilitate calcium
absorption. The milk is nutritious, pure and rich in taste.
TEEHEAAMANR - B1002A 81252715 - 4%
HD(RESRY - £ EEE  MIEHE -
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| o —— @/

GOLD PURE MILK %:9 BRRBRE
& 88 40 18 HE DC| XS

It is produced by self-owned farms with é f— %
high-quality milk sources. It has won m
the Gold Award of Monde Selection 2 T ;
HOLSTEIN THREE ZERO SKIMMED MILK for three consecutive years and is a ;,__x
AHTE R =Z B4 partner of China’s aerospace industry »
Zero fat, light with nutrimental value, zero lactose, as well. Gold medal winner, quality of
easy to absorb. Getting nutrition, being healthy, aerospace.
feeling the sweetness, and stay fresh. BRES  BEPNIR  EE=FREY
TREf - BEHEE  TIE  EBFRIK - £ FRRERMmETERGLE  FEMKXE >~\v &
RS RRENRE - BEEHEN - BREH - HOERE MRQE  S8EZE - RaR250ml |
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World Quality Selections
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MANAGEMENT DISCUSSION AND ANALYSIS

INDUSTRY OVERVIEW

In the first half of 2021, China’s economy recovered continuously and
steadily in the face of complicated and changing internal and external
environments, with production demands rebounding continuously and
the employment rate and the price level stabilizing. Markets generally
expected that China’s domestic economy is improving while maintaining
stability. China’s GDP reached approximately RMB53.2 trillion in the first
half of 2021, with a yoy growth of 12.7%, of which, the first and second
quarter recorded a yoy surge of 18.3% and 7.9%, respectively.

In the dairy sector, the prices of global bulk commodities have generally
risen during the first half of 2021, and many unfavorable factors posed
by the COVID-19 pandemic to the market and the tight supply of feed
ingredients have in aggregate led to a general increase in feed costs.
In recent years, China’s dairy farming industry has been developing
sustainably and healthily; the quality and safety standards have been
improving consistently, and the dairy industry has developed to a greater
scale. Currently, the proportion of domestic large-scaled dairy farming
has reached 67%, representing a yoy improvement of 3%, and large-
scaled dairy farms have all adopted mechanized milking. China’s dairy
industry maintains a momentum of rapid growth; the milk production
grew by 7.6% yoy in the first half of 2021. The average market price of
raw and fresh milk in the first half of 2021 was approximately RMB4.26/
kg, representing a yoy growth of 15%.
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BRI K 18.3% 5 7.9% ©

FIEFE  2HRATEMA2021F ¥ FEIK
TRER ERFERBEATSSERTELZTHE
= MEAMEAEERZEER  ARKALEL
R FRBENFEEERERRER  HE2EXD
IKFEMTERA - NEFEEERE - BAMHFR
REBEL IR D EDN67% - FEIEE3% @ RN
52 EMERAEMIELD - BEHERFERIGRAE
B 202MF FEFFNESRIERT.6% 20214

T B RI5% ¢

) pri e ' - —— il
A I e e R s A T T s s

@

& :%Eﬂlllﬁ'ﬁftiilii;ﬂ

N e g U

2021 FHARE SPERARBREERRERAA



MANAGEMENT DISCUSSION AND ANALYSIS
EHRRR S H

The 2021 China Dairy 20 (D20) Summit released the 2021 China Dairy
Quality Report (the “Report”) and the group standard for raw milk.
Guided by the Report, D20 companies will promote the innovation-driven
development of dairy enterprises and the improvement of industrial chain.
The Report stressed that the construction of high-quality milk bases will
be continuously strengthened, the genetic improvement for dairy cows
will be promoted, the supply of high-quality forage will be increased and
the milk supply capacity will be improved consistently.

The local Chinese government has introduced a series of policies to
further promote the revitalization of dairy industry. In February 2021,
the No.1 Central Document also stated that the construction of high-
quality milk bases will be the main battlefield for the revitalization of the
dairy industry. The introduction of three-child policy in May forged a new
driving force for the future growth of dairy demands. In July, the Decision
of the Central Committee of the Communist Party of China and the State
Council on Improving Birth Policies to Promote Long-term and Balanced
Population Development was officially released, which provided a basket
of measures that support better childbearing and care, inclusive child
care and reduction of costs in childbearing, care and education. Driven
by favorable national policies, large-scaled dairy enterprises and dairy
farming enterprises could embrace more development opportunities in
the industry.

BUSINESS REVIEW

For the six months ended 30 June 2021 (the “Reporting Period”), the
Group was mainly engaged in dairy farming operations (producing
and selling quality raw milk to customers who process it into dairy
products) and developing its self-branded liquid milk products through
associates jointly established with China Mengniu Dairy Company Limited
("Mengniu”). The Group is committed to pooling resources and focusing
on the upstream dairy farming business, and in response to customers’
demand for high-quality raw milk, providing raw milk for diversified and
high-end high-quality products.

With effective cost control and sound management, coupled with
dynamic and appropriate herd expansion strategies, the Group achieved
profit before tax of approximately RMB506.0 million during the Reporting
Period (2020: RMB226.6 million), representing a yoy growth of 123.3%.
Net free cash inflow amounted to RMB639.3 million (2020: RMB631.8
million), representing a sustained growth. The Group’s pure milk was
awarded the Gold Prize of Monde Selection for the eighth consecutive
year, symbolizing that our premium quality branded milk was widely
recognized by all sectors of the society.

CHINA MODERN DAIRY HOLDINGS LTD. INTERIM REPORT 2021
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MANAGEMENT DISCUSSION AND ANALYSIS

OPERATIONAL PERFORMANCE

For the Reporting Period, the performance of the Group’s main operating
indicators was better than expected. The average selling price (“ASP")
of raw milk stood at RMB4.39/kg (2020: RMB3.87/kg), representing a
yoy growth of 13.4%. The Group has achieved sales of raw milk of up
to RMB3,179.7 million (2020: RMB2,827.8 million), representing a yoy
growth of 12.4%. Benefiting from increase in sales of raw milk and
effective cost control, the gross profit of the dairy farming business stood
at RMB1,181.6 million (2020: RMB1,052.0 million), representing a yoy
growth of 12.3% with a gross profit margin of 37.2% (2020: 37.2%),
maintaining a strong profitability.

The Group continued to moderate the impact arising from the increase in
feed costs through measures such as improving the health of dairy cows,
optimizing the structure of feed formula, enhancing the absorbance
and conversion rate of dairy cows, and leveraging on a consolidated
procurement platform. During the Reporting Period, unit cost (excluding
depreciation of property, plant and equipment) of milk of the Group
was RMB2.60/kg (2020: RMB2.27/kg), representing a yoy increase
of RMBO0.33/kg, mainly due to the increase of feed costs. The direct
feed cost per kilogram of milk was RMB2.09/kg (2020: RMB1.75/kg),
representing a yoy increase of RMBO0.34/kg.

THBFWR S H

RERR
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4397, A (20204 : ARM3.87L/2fF) » A
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MANAGEMENT DISCUSSION AND ANALYSIS
THEBRER 2 H

DAIRY FARMS

Leveraging on the world’s first model of “integration of forage planting,
cow breeding and milk processing”, Modern Dairy is currently a leading
dairy farming operator and raw milk producer in the PRC in terms of herd
scale and volume of annual production. With farms spread across the
nation, we are endowed with unique geographical advantages. Most of
our farms are located at regions with fine climate and ample feed supply,
and are adjacent to processing plants of dairy products to ensure that
the milking to processing procedures could be completed in the shortest
time and the nutritional value and freshness could be maintained at the
highest level.

The Group has continued to renovate the cowshed equipment and
improve the ventilation system; adjust the feed formula and increase the
frequency of feeding; enhance the dryness level of the bedding materials
and improve the bedding comfortability by applying drying technologies;
and increase the frequency of sink cleaning to ensure healthy drinking
water. By doing so, the Group could continuously improve and enhance
comfortability for milkable cows so as to raise milk production.

Each farm is equipped with modern cowshed equipment, logistics
systems, environmental protection facilities, 24/7 monitoring systems, and
with veterinarians stationed in farms to make sure that each cow inhabits
in a comfortable environment and produces high-quality and healthy raw
milk.

HHBYUS

Bengbu Farm
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RERBHHFZE - ESEAKTEE 120
IKIEB IR REBEFEHOKEE - TERRIT N
ERIGFOFEERAENE -

BEMSHABRRENFTERE  WREAS R
RN - REXNREZRS - S8R - B RES
SEAMEATENEARE LEEEARENR
i o

CHINA MODERN DAIRY HOLDINGS LTD. INTERIM REPORT 2021




MANAGEMENT DISCUSSION AND ANALYSIS
TEHEFWRR S H

Herd Scale BESAE
As at
I
30 June 30 June
2021 2020
20214 20204
6H30H 6A30H
Heads Heads
12| 58
Dairy cows LA

Milkable cows LB 134,843 134,533
Heifers and calves INFLEF RN 117,033 101,344
Total et 251,876 235,877

The Group currently operates a total of 26 dairy farms (each with a herd AEERFEFRE R CEE R EE26EEBER
size close to or over 10,000 dairy cows) across seven provinces in the PRC.  #35 + FTE 4 ARTENEF S HEB R - L3
All milkable cows are high-end Holstein dairy cows or their offsprings, & Eih&® @ REER - RITEBBRRILF
with good physical health and high milk yield. We continue to improve B EFE N &ZLF B - ERESNIEH Y
the genetics of dairy cows so as to increase the proportion of the core & ° IAMEFEASERRE - BBRNEER KINE
herd and achieve a steady growth in production. Modern Dairy strives to W - B4 - PEEE - BIE2025F NFF1H
double its herd size and milk production in the coming five years through &K ZE508 5 & - FEHIIE3608M1E -

organic growth and external acquisitions, that by 2025, the number of

dairy cows will increase to more than 500,000 heads and the annual

production of fresh milk will increase to 3.6 million tons.

During the Reporting Period, the herd size of the Group grew orderly by ~ RIEMRHAEA - NEBEHBEEEEFERES
approximately 6.8% yoy to 251,876 heads of dairy cows (as at 30 June  251,87688(202056 4308 : 235,87758) * RAtLiER
2020: 235,877 heads), in line with the Group’s overall herd expansion — £76.8% & & NEE K B EEIFRERAS o

strategies.

N BB

Calves Heifer island
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MANAGEMENT DISCUSSION AND ANALYSIS
THEFRR S

Milk Yield

Milk yield of milkable cow is affected by a number of factors, such as the
number of the cow’s lactation, breed, comfort level, health condition,
genetics and feed mix. Under effective herd management, the annualized
milk yield per head of milkable cow was 11.1 tons and the total milk yield
was 734 thousand tons during the Reporting Period.

Quality of Raw Milk

Modern Dairy ensured the quality management and control were
scientifically controllable and adhered to the principle of high starting
point, high positioning and high standard, keeping consumers informed
with quantitative data of milk. We produced our own dairy products
using our own raw milk. Every procedure in the production of raw
milk, e.g. milking, refrigeration and transportation, was completed
with monitoring measures and the strictest global standards, therefore
ensuring the quality of raw milk.

BARFERE

ENE

PHMENEXZRAZMTE P EHFN
WX - miE - AREFERE - ZEER  ZER
REAMERS EARNEFEET ERBMAA
BPSGEEXIATHFCEEN MR EfEE
73.48 W8 o

RpEE

ERUERREEEEMEBNE  BRESEH -5
EfL - RRE - BANRENECNBIBEREEE
Bl BME2NAEERNEESERBRFPE
o PRI 8L RkER - £EBREEE
IRETEDE B IEFEIE N YA R BRREROITE
HRRDHEE -

MRS

Standard of the Number of Somatic Cell Standard of the Number of Microorganism
No. of soma/1 ml cfu/1 ml
BRamEE 1=t BEEK BN, 12T
600,000 2,000,000
500,000 500,000
400,000 400,000
300,000 300,000
200,000 200,000

100,000 .
o

BAHE ®B= s
Modern European China
Dairy Union

The standard of the number of somatic cell per 1 milliliter (ml) of raw
milk is no more than 600 thousand cells according to the PRC relevant
guidelines, 400 thousand cells per 1 ml in the European Union, and
less than 150 thousand cells per 1 ml in Modern Dairy. The standard of
Modern Dairy is even more stringent than those of the PRC and European
Union.

With respect to the number of microorganism, the standard of the
European Union is no more than 100 thousand colony-forming unit (cfu)
per 1 ml of raw milk, and that of the PRC is no more than 2 million cfu
per 1 ml, and that of Modern Dairy is less than 10 thousand cfu per 1 ml
of raw milk.
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MANAGEMENT DISCUSSION AND ANALYSIS

Environmental Protection and Epidemic Prevention

With the mission to “create the world’s most advanced farms, produce
the highest quality milk, and achieve harmonious development of people
and nature”, the Group actively fulfills its social responsibilities. The
Group continuously improves on various aspects such as product quality,
dairy cow disease control and environmentally friendly production to
maximize social benefits. The Company’s various milk quality indicators
are better than the EU standards. Food safety indicators are set in the
raw milk production process, and the whole process is strictly monitored
to ensure that the raw milk quality meets the standards. Since Mengniu
increased its stake in the Company, the Group and Mengniu have
enhanced cooperation in product testing, unified inspection standards
and processes, and improved testing efficiency and product quality. The
Group strictly complies with relevant laws and regulations for epidemic
prevention management, conducts health rating management for
dairy cows, cautiously controls the environment of farms, refines the
management of entry and exit of farms, provides epidemic prevention
and protection in production areas, and establishes quarantine and health
check plans for dairy cows, so as to ensure the health of dairy cows.

Based on resource recycling, the Group has built a green recycling
industrial chain of “forage planting — cow breeding — fertilizer treatment
— biogas power generation — fertilizer back to the field”. Each farm
is equipped with large-scale biogas power generation facilities and
comprehensive utilization facilities for biogas fertilizer, which absorbs,
digests and environmentally treats the manure. For sustainable
development, the Group will continue to implement high-standard
environmental protection policies and implements rigorous epidemic
prevention measures in our farms.
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MANAGEMENT DISCUSSION AND ANALYSIS
EHRRR S H

ASSOCIATE FACTORIES

Benefiting from the reform in marketing models, the branded milk
business through the operation of downstream associate factories with
Mengniu continued to record profits. Leveraging on Mengniu’s mature
market strategy and channel advantages, the “Modern Farming” branded
milk developed the full line of products with the positioning that “healthy
cows produce quality milk”. The Pandemic Outbreak has prompted
consumers’ willingness in choosing more secured and better-quality
milk for daily consumption. Relying on Mengniu’s successful marketing
strategy, rebranding of “Modern Farming” and adoption of differentiated
marketing strategies, it focuses on the blue ocean market in domestic
third- and fourth-tier cities. The associate factories are expected to keep
contributing to the Group’s financial performance.

AWARDS AND RECOGNITIONS

e The Company is the first and only company in China that passed
the “Quality Milk Project” for both its pasteurized milk and UHT
milk. During the Reporting Period, the pure milk of the Group was
awarded the Gold Prize for the eighth time in consecutive years in
the Monde Selection 2021.

B EIZ £ ik
MK EEE S
G HRBRRETEAS SR

SINCE 1961 SINCE 1961 | SINCE1961 | SINCE1961 | SINCE196]1 SINCE 1961 | SINCE 1961 | SINCE 1961

GOLD GOLD GOLD GOLD GOLD|GOLD GOLD GOLD
AWARD AWARD | AWARD | AWARD | AWARD | AWARD | AWARD | AWARD

L4 L4 L4 L r 4 F v
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MANAGEMENT DISCUSSION AND ANALYSIS

PLACING OF NEW SHARES UNDER GENERAL
MANDATE

On 20 January 2021, the Company and the placing managers (as agent
of the Company) entered into the placing agreement, in relation to
the placing of 650,000,000 new ordinary shares to be issued by the
Company.

The placing was completed on 27 January 2021, that the Company
issued an aggregate of 650,000,000 new shares under general mandate
to certain independent third parties at the placing price of HK$2.40 per
share and the net proceeds from the placing amounted to approximately
HK$1,552 million (equivalent to approximately RMB1,295 million).
The Company intends to apply the net proceeds from the placing on
infrastructure development and herd expansion, potential mergers
and acquisitions and general working capital. As of 30 June 2021,
approximately RMB300 million has been used for infrastructure and herd
expansion, approximately RMB195 million has been used for general
working capital, and the remaining approximately RMB800 million has yet
to be utilized and are intended to be used for the expansion of herd size
and general working capital over the next twelve months.

For details for the placing, please refer to the Company’s announcements
dated 20 January 2021 and 27 January 2021.

ISSUANCE OF BONDS DUE 2026

The Company has successfully issued US$500,000,000 2.125% bonds
due 2026 (the “Bonds”) with a credit rating of “BBB”, being an
investment grade assigned by Standard & Poor’s, by way of debt issues
to professional investors. The listing of, and dealing in, the Bonds were
effective from 15 July 2021.

The offer price of the Bonds was 99.717% of the principal amount. The
Bonds will bear interest with effect from 14 July 2021 (inclusive), payable
semi-annually in arrears. The Company intends to use the proceeds from
the issue of the Bonds for refinancing and general corporate purposes.
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MANAGEMENT DISCUSSION AND ANALYSIS
THEFRR S

FINANCIAL OVERVIEW

Revenue

The Company focuses on upstream business, and through the operation
of 26 dairy farms in the PRC, the Company produces and sells raw milk to
customers for processing into dairy products.

During the Reporting Period, the Group recorded total revenue of
RMB3,179.7 million (2020: RMB2,827.8 million), representing a yoy
increase of approximately 12.4%. The increase in revenue was primarily
due to the increase in ASP of raw milk. ASP of raw milk grew by 13.4%
yoy to RMB4.39/kg during the Reporting Period (2020: RMB3.87/kg).

S S BER
L'ON

ARREER LN XD - BEETBREL 6@
SHERPAEERDTEEAR M IR RS -

RAERAEAEESRSRRKAARKES179.78
B (2020F : AR¥2,827.8H5&7T) * A EFH
#12.4% - WAEIMEBRHR R FHE B
e RAERAE  AEEHESRADFHERE
AR®4397T /AN (2020% : AR¥3.87T,/ A
) R R13.4% o

Six months ended 30 June

BZ6A30R1L~EA
2021 2020
20215 2020%
Sales Sales Sales Sales
revenue volume ASP revenue volume ASP
HEWA HEE  VHEE SHEWA HEE THER
RMB’000 tons RMB/kg RMB'000 tons RMB/kg
AR¥T/ ARETL/
AR%TR i} A ARETR 1 NI
Sales of raw milk RyEE 3,179,719 724,564 4.39 2,827,752 730,026 3.87
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MANAGEMENT DISCUSSION AND ANALYSIS

COST OF SALES BEFORE RAW MILK FAIR VALUE
ADJUSTMENT

During the Reporting Period, the Group’s cost of sales before raw milk
fair value adjustment primarily consisted of dairy farming cost, the
breakdown of which is shown as below:

THBFWR S H

R A P EFAEANEERS

RAERERE - NREBEN R A FEDERHE
ERARTZRENFREKE - BAMOT

Six months ended 30 June

HZ6H30HILEA
2021 2020
20215 2020%F

RMB’000 % RMB’000 %

AR®ET T BAk AREBTT Bt

Direct materials BHEME 1,554,745 77.8 1,320,256 74.3

Labor cost BT 135,970 6.8 148,094 8.3

Utilities YNSES $-§ 59,510 3.0 51,169 2.9
Depreciation of property, plant and ME - WERBBETE

equipment 111,238 5.6 118,552 6.7

Other costs of farms BHSEHAMMAY 136,659 6.8 137,664 7.8
Cost of sales before raw milk fair value BRI A F(EAEERTHY

adjustments of dairy farming B VA S I E AR
business 1,998,122 100 1,775,735 100

Direct materials (mainly forage) cost for the Reporting Period amounted
to RMB1,555 million (2020: RMB1,320 million), representing a yoy
increase of 17.8%, mainly due to increase in feed costs.

Gross Profit and Profitability

Gross profit of dairy farming business amounted to RMB1,181.6 million
during the Reporting Period (2020: RMB1,052.0 million), representing a
significant yoy increase of 12.3%, mainly due to the increase in ASP of
raw milk and effective cost control.

Gross profit margin of dairy farming business stood at 37.2% during the
Reporting Period (2020: 37.2%), maintaining a strong profitability.

RAERERE  BEEMEHEZEARER KA AEA
R#15.55(@70(20204F : AR®13.201870) © Bkt
HR17.8%  TEBEHEPEFAERKA LR -

EF R ZFgE

RAERAMD AL BEEENEFNAARE
1,181.6 BB L (2020F : AR¥1,052.06887T) * A
LLAEERMI2.3%  EEEZRERDFEHEEN
# R R AR RAEH]

MARERAM > I BSEEENENERE37.2%
(2020%F : 37.2%) * RIFEAINAFIEES] ©
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MANAGEMENT DISCUSSION AND ANALYSIS
THEFRR S

Losses Arising from Changes in the Dairy Cow Fair Value
Less Cost of Sales of Dairy Cows

As at 30 June 2021, the biological assets of the Group were valued at
RMB7,083.9 million (as at 31 December 2020: RMB7,101.2 million) by an
independent qualified professional valuer, Jones Lang LaSalle Corporate
Appraisal and Advisory Limited. Losses arising from changes in the dairy
cow fair value less cost of sales of dairy cows were RMB405.8 million
(2020: RMB448.7 million) for the Reporting Period, representing a yoy
decrease of 9.6%.

Gains Arising from Initial Recognition at Fair Value Less
Cost of Sales at the Point of Raw Milk Harvest

During the Reporting Period, gains arising from initial recognition at
fair value less cost of sales at the point of raw milk harvest increased by
15.4% yoy to RMB1,108.0 million (2020: RMB960.4 million), mainly due
to the increase in ASP of raw milk.

International Financial Reporting Standards (IFRS) requires that raw milk
harvested should be initially measured at fair value less cost of sales, and
the difference between the fair value less cost of sales and the actual
costs incurred should be charged to profit or loss.

OTHER INCOME

During the Reporting Period, other income amounted to RMB53.4 million
(2020: RMB41.2 million), mainly consisted of government subsidies and
interest income. Government subsidies mainly consisted of subsidies for
agricultural projects and subsidies for the operations of the Group.

OPERATING EXPENSES

Selling and distribution costs HERDHAX
Administrative expenses TR
Total operating expenses A gk
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Six months ended 30 June

HZE6A30H AR
2021 2020
20214 20204
RMB’000 RMB’000
AR® T AREF T
(unaudited) (unaudited)
(REER) (REEFEZ)
80,630 98,175
154,622 144,885
235,252 243,060




MANAGEMENT DISCUSSION AND ANALYSIS
THEWRESH

During the Reporting Period, the overall operating expenses of the Group ~ A AERYME - AEBNBEESLEHIOAEARE
amounted to approximately RMB235.3 million (2020: RMB243.1 million).  235.38 &L (20204F : ARM243.1H58T) °» oM
The analysis is as follows: N

HER D HRAX

e Selling and Distribution Costs o

The analysis of the selling and distribution costs is set forth below:

Transportation costs and others ERE L HEAM
Taxes and surcharges Gk il
Total selling and distribution costs HERDHRAZ A%

Selling and distribution costs mainly consisted of transportation
costs for sales of raw milk. During the Reporting Period, the Group
recorded selling and distribution costs of RMB80.6 million (2020:
RMB98.2 million), representing a significant yoy decrease of 17.9%.
This was mainly due to the effective control of costs and expenses
of the Group.

Administrative Expenses

Administrative expenses mainly consisted of remuneration of
management staff (including equity-based restricted share award
expenses) and depreciation of office buildings, staff quarters and
facilities. During the Reporting Period, the administrative expenses
of the Group were RMB154.6 million (2020: RMB144.9 million),
which increased by RMB9.7 million (6.7%). The increase was mainly
due to the Group’s provision of rewards and continuous incentives
for employees to boost good performance for the Company and the
increase in the management’s remuneration.

HERDHAIAMMT

Six months ended 30 June

HZE6A308 LLAEA
2021 2020
20214 20204
RMB’000 RMB’000
AR®T AREF T
(unaudited) (unaudited)
(R EZ) (REEEZ)
78,832 96,580
1,798 1,595
80,630 98,175

HERDHEAZTERERNBEENERE
F o MANEREART - NEBMERGHE kD #ER
T ABARKS0.6EBEL(2020F : AR¥9I82H
Bir) RLKERD17.9%  TEZHZRAE
B AERNEBIES

ITHRAX

TR TEREEEASHM(SURELE
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BRAXAARE154.6EEIL(2020F « AR
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MANAGEMENT DISCUSSION AND ANALYSIS
THEFRR S

IMPAIRMENT LOSSES, NET OF REVERSAL BEEBBINREE
Six months ended 30 June
HZEZ6A308LE<EA
2021 2020
20214 20204
RMB’000 RMB’'000
ARET T AREET T
(unaudited) (unaudited)
(REER) (REEEZ)
Impairment losses recognised/(reversed) BRI EFIERR, (BB
on the following items: AEEE
Trade receivables S E = (100)
Other receivables H Ath pE Y GRIE 64 90
64 (10)
OTHER GAINS AND LOSSES, NET Hibz RSB FHE

During the Reporting Period, the Group recorded a net loss arising from K ZNFE 3R BAR » 7R £ @ 8115 H b W2k K B 1B P EE A
other gains and losses of RMB9.9 million (2020: net gain of RMB40.4 HFEIEAARKEIIEEIL(20204F  FWEAR
million). Other gains and losses mainly consisted of net foreign exchange #4045 &7T) @ AU REBEZ B EIMNE R
gain or loss, fair value gain/loss on derivative financial instruments, EiE %%  fTE BT AN A FERE HE B
impairment loss on goodwill and gains arising on disposal of subsidiaries. R {EEE & 1 & M E A R AU »

The breakdown of other gains and losses is as follow: Hit s R EERANT ¢

Six months ended 30 June

HZ6H30HILAEA
2021 2020
20214 20204
RMB’000 RMB’'000
AR¥T T ARKEFTT
(unaudited) (unaudited)
(REEK) (REER)
Other gains and losses, net: Hpth Uz J% 518558 -
Net foreign exchange (gains)/losses HNEE (W %),/ s B SRR (23,754) 51,078
Loss on disposal of property, plant and HEME - BEREREEEFE
equipment, net 4,611 3,953
Impairment loss on goodwill S EAE St - 22,750
Gain on disposal of subsidiaries HEMHRE AT - (72,280)
Fair value loss/(gain) on derivative financial TEeRmITANQTERBE
instruments: (g z)
Foreign currency forward contracts SNEREIE A 1,956 (18,414)
Foreign currency option contracts SMEBRES 4 27,812 (27,364)
Fair value gain on structured deposits EBEFRO QT ERE (754) (74)
9,871 (40,351)

CHINA MODERN DAIRY HOLDINGS LTD. INTERIM REPORT 2021




MANAGEMENT DISCUSSION AND ANALYSIS

FINANCE COSTS

During the Reporting Period, finance costs amounted to RMB91.4
million (2020: RMB214.8 million), representing a significant yoy decrease
of 57.4%, mainly due to the decrease of the financing scale and the
financing interest rate, as well as the changes of fair value on interest rate
swaps.

PROFIT FOR THE PERIOD ATTRIBUTABLE TO THE
OWNERS OF THE COMPANY

During the Reporting Period, the profit attributable to owners of the
Company amounted to RMB496.7 million (2020: RMB220.7 million),
representing a significant yoy increase of 125.0%. Adhering to the
Group's strategies of cost reduction and efficiency enhancement, the
Group has implemented the cost control principles of “increasing,
reducing, replacing and stopping” in terms of technology, equipment,
procurement and formula of feed mix, which resulted in significant
improvement in the overall operating indicators of the Group.

During the Reporting Period, basic earnings per share was approximately
RMB7.13 cents (2020: RMB3.47 cents). Diluted earnings per share was
RMB7.12 cents (2020: RMB3.46 cents).

LIQUIDITY, FINANCIAL RESOURCES AND GEARING
RATIO

The Group's total equity as at 30 June 2021 was RMB9,696.7 million
(as at 31 December 2020: RMB8,038.4 million). As at 30 June 2021,
the Group's net gearing ratio (calculated on the basis of the amount of
total borrowings less cash and deposit assets as a percentage of the total
equity) was 24.2% (as at 31 December 2020: 53.4%), representing a
drop of 29.2 ppt as compared with that as at 31 December 2020.

As at 30 June 2021, the Group’s available and unutilized credit facilities
amounted to approximately RMB4,823.4 million (as at 31 December
2020: RMB4,597.9 million). In the opinion of the Group’s management,
the Group is able to repay the relevant amount in full as the financial
obligations fall due for the next twelve months.

THBFWR S H
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MANAGEMENT DISCUSSION AND ANALYSIS
THEFRR S

Operating Activities

During the Reporting Period, the Group's net cash inflow generated from
operating activities amounted to RMB1,464.9 million (2020: RMB1,055.2
million), representing an increase of 38.8% yoy.

Investing Activities

During the Reporting Period, the Group’s net cash outflow from investing
activities amounted to RMB825.6 million (2020: RMB423.4 million),
representing an increase of 95.0% yoy.

Financing Activities

During the Reporting Period, the Group’s net cash inflow generated
from financing activities amounted to RMB399.9 million (2020: net cash

outflow of RMB535.5 million).

Interest-bearing Borrowings

As at 30 June 2021, the total interest-bearing borrowings amounted to
RMB4,992.1 million, all of which were bank borrowings.

Borrowings &
Bank borrowings

Carrying value repayable: FEEEREE :
Within one year —FLR
Between one and two years —EZEMENA
Between two and five years MEAFNA
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RAERAB  AEBNLETHMEENRETN
EFRAAARE4649B BT (20205 : AR
1,055.28&70) * [RAHIBHN38.8% o

BEEH

RAERAR - AEBOREFHNELENRER
EERHAARES25.6EBL(20204F : AR
423.4587T) - [AEIE195.0% °

BMEEH

RAERAR  AEBEOREZHNELENRER
EFRABARE399FET(20204F  BEFA
HARKSISSHET) °

BEMERK

R2021F6A30H - BEEERBETEAARKEL,992.1
BEL HAERITER -

As at
S

30 June 31 December
2021 2020
20215 20204
6H30H 12A31H
RMB’000 RMB’000
AR¥T AREFT
(Unaudited) (Audited)
(REEER) (B EZ)
4,992,098 5,642,326
4,992,098 5,642,326
2,305,341 3,471,314
1,823,757 703,519
863,000 1,467,493
4,992,098 5,642,326




Bank Borrowings

The annual interest rate of the bank borrowings for the six months ended
30 June 2021 varied from 1.50% to 4.57% (for the six months ended 30

June 2020: 0.66% to 5.00%).

The table below sets forth our short-term and long-term bank borrowings

for the dates indicated below:

Type of borrowings
Unsecured borrowings
Secured borrowings

Carrying amount repayable:
Within one year

Between one and two years
Between two and five years

MANAGEMENT DISCUSSION AND ANALYSIS
THEWRESH

BRI
EIRE K
BHEIRER

FEE B AREE :

—FUR
—EWEFER
MERFN

Bank borrowings are denominated in the following currencies:

us$
HK$
RMB

e
BIT
AR¥

HZE2021F6A308 I XEARN - BITERAFER
KEFNIEA1.50% 24.57% (B 22020F6 5308 L/~

@A : 0.66%ZE5.00%) °

TRIVEFRFIN TR BB E R R RERTE

B
N

As at

30 June 31 December
2021 2020
20215 20204
6A30H 12A31H
RMB’000 RMB’'000
AR%T T AREFT
(Unaudited) (Audited)
(REEER) (EEZ)
4,633,447 5,281,002
358,651 361,324
4,992,098 5,642,326
2,305,341 3,471,314
1,823,757 703,519
863,000 1,467,493
4,992,098 5,642,326

RITIEFRA TG EHE ¢

30 June 31 December
2021 2020
20214 20204F
6H30H 12H31H
RMB’'000 RMB’000
ARET T ARKETFTT
(Unaudited) (Audited)
(RFEZ) (EEZ)
1,551,361 1,570,957
526,850 1,031,784
2,913,887 3,039,585
4,992,098 5,642,326
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MANAGEMENT DISCUSSION AND ANALYSIS
THEFRR S

The bank borrowings comprise:

gy

Fixed-rate borrowings
Variable-rate borrowings

3é F

U Cm
OfF TF
E

iy

GROUP STRUCTURE

Save as disclosed in this report, during the Reporting Period, there was no
material change in the structure of the Group.

CAPITAL STRUCTURE

On 27 January 2021, the Company issued an aggregate of 650,000,000
new shares under general mandate to certain independent third parties.
As at 30 June 2021, the number of issued ordinary shares of the
Company was 7,108,565,947 shares.

CONTINGENT LIABILITIES AND PLEDGE OF ASSETS

As at 30 June 2021, no buildings or equipment of the Company (as
at 31 December 2020: nil) were pledged as security for the Group’s
borrowings.

As at 30 June 2021, biological assets with carrying value of RMB738.7
million (as at 31 December 2020: RMB754.0 million) and time deposits of
RMB124.9 million (31 December 2020: RMB122.7 million) were pledged
to secure the Group’s borrowings.

The Group did not have any significant contingent liabilities as at 30 June
2021.

CAPITAL COMMITMENTS

As at 30 June 2021, the Group had capital commitments of RMB101.3
million relating to acquisition of property, plant and equipment (as at 31
December 2020: RMB20.2 million).
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30 June 31 December
2021 2020
20214 20204
6A30H 12HA31H
RMB’000 RMB’000
AR¥T T AREFT
(Unaudited) (Audited)
(REBEX) (&FEZ)
2,282,595 2,230,939
2,709,503 3,411,387
4,992,098 5,642,326
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MANAGEMENT DISCUSSION AND ANALYSIS

MATERIAL ACQUISITIONS AND DISPOSALS

Acquisition of Zhongyuan

As disclosed in the announcement of the Company dated 8 April
2021, on 8 April 2021, Modern Farming (Group), a non-wholly owned
subsidiary of the Company (as purchaser) entered into a sale and
purchase agreement (“Zhongyuan Acquisition Agreement”) with Asia
Dairy Fab Ltd. (1 EEHEEMH AR QA (as seller) to acquire
the entire equity interests in Zhongyuan. Pursuant to the Zhongyuan
Acquisition Agreement, the seller has conditionally agreed to sell and
the purchaser has conditionally agreed to acquire 100% equity interests
in Zhongyuan at a consideration of no more than RMB815.2 million.
Pursuant to a supplemental agreement entered into between the parties
on 20 July 2021, the consideration was adjusted downwards to no
more than RMB723.0 million after taking into account the amount of
certain unsettled liabilities of Zhongyuan incurred prior to 31 December
2020. The acquisition of Zhongyuan was completed in July 2021, and
Zhongyuan has become a non-wholly owned subsidiary of the Company
and its financial results will be consolidated into the financial statements
of the Group.

The business activities of Zhongyuan, being cow breeding, farms
operation and milk production, are in line with the Group’s overall
strategy. The acquisition will create substantive synergies for the Group in
terms of farm operation, management and financial strength. Following
the acquisition of Zhongyuan, the Group’s herd size will be increased,
which could further enhance the Group’s competitiveness in terms of
quality and pricing of raw milk. In the long run, the Group is committed
to building a smart, eco-friendly, finely-branded and all-rounded
ecological farm.

Acquisition of Fuyuan

As disclosed in the announcement of the Company dated 22 March
2021 and the circular of the Company dated 14 May 2021 (the “Fuyuan
Acquisition Circular”), on 22 March 2021, the Company (as purchaser)
entered into a sale and purchase agreement (the “Fuyuan Acquisition
Agreement”) with, among others, certain sellers (the “Sellers”) and Inner
Mongolia Fuyuan International Industrial (Group) Co. Ltd. (“Fuyuan”)
to acquire the entire equity interests in Fuyuan at a consideration of
RMB3.48 billion. Approximately 56.65% of the consideration will be
satisfied in cash, and the remaining 43.35% will be satisfied by the
allotment and issue of 807,096,101 shares of the Company at the
issue price of HK$2.24 per share to a holding company controlled by
Mengniu immediately after completion of the allotment. As at 30 June
2021, Mengniu was the largest single shareholder holding approximately
43.35% of equity interests in Fuyuan through Inner Mongolia Mengniu
Dairy (Group) Co., Ltd., a 99.99%-owned subsidiary of Mengniu.
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MANAGEMENT DISCUSSION AND ANALYSIS
THEFRR S

The acquisition of Fuyuan was approved by shareholders at the
extraordinary general meeting of the Company held on 2 June 2021. In
mid-June 2021, the Company obtained unconditional antitrust clearances
and approvals from the State Administration for Market Regulation of the
PRC in respect of the acquisition of Fuyuan; and in early August 2021,
regulatory approvals in relation to the Burra Disposal (as defined in the
Fuyuan Acquisition Circular) were also obtained. It is expected that the
acquisition of Fuyuan will be completed in the third quarter of 2021.
Upon completion of the acquisition of Fuyuan, Fuyuan will be a non-
wholly owned subsidiary of the Company and its financial results will be
consolidated into the financial statements of the Group.

Following the acquisition of Fuyuan, the Group’s herd size will increase
significantly to approximately 340,000 heads, which could further
strengthen the Group's position in the dairy farming industry in China
and enhance the Group’s competitiveness in terms of quality and pricing
of the raw milk.

SIGNIFICANT INVESTMENTS

Saved as disclosed elsewhere in this report, during the Reporting Period,
the Group had no significant investments.

PLANS FOR MATERIAL INVESTMENTS OR CAPITAL

Saved as disclosed elsewhere in this report, the Group does not have any
concrete plans for material investments and capital assets.

CONTINUING DISCLOSURE OBLIGATIONS PURSUANT
TO THE LISTING RULES

Save as otherwise disclosed in this report, our Directors have confirmed
that, as of 30 June 2021, there were no circumstances that would give
rise to a disclosure requirement under Rules 13.13 to 13.19 of the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”).

EVENTS AFTER THE REPORTING PERIOD
Saved as disclosed elsewhere in this report, no other material events

occurred after the end of the Reporting Period and up to the date of this
report.
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL MANAGEMENT POLICIES

The Group will continue to closely monitor its financial risks so as to
safeguard the interests of the shareholders of the Company. The Group
applies its cash flows generated from operations and bank loans to meet
its operational and investment needs.

Except for the debts (including bank borrowings and bonds) that are
denominated in currencies other than Renminbi, the Group’s management
considers that the Group has limited foreign currency exposure in respect
of its operations since its operations are mainly conducted in mainland
China. Sales and purchases are mainly denominated in Renminbi, and
the foreign currency risks associated with refined feeds and farm facilities
are not material. Taking into account of the foreign currency exchange
and interest rate risk related to its borrowings, the Group cautiously uses
derivative contracts to hedge against its exposure to foreign currency and
interest rate risks. The management strictly complies with the relevant
hedging policy, reviews and assesses relevant risks from time to time, and
takes necessary measures when appropriate.

HUMAN RESOURCES AND REMUNERATION OF
EMPLOYEES

The Group had 4,421 employees (as at 31 December 2020: 4,455
employees) in mainland China and Hong Kong as at 30 June 2021.
Total staff costs (excluding equity-settled share award expenses) for the
Reporting Period were approximately RMB267.6 million (2020: RMB274.0
million).

The Group values recruiting, training and retaining quality personnel.
We recruit talented employees from local universities, vocational schools
and other technical schools, and we provide these employees with
various pre-employment and on-the-job trainings. The Group also offers
competitive remuneration packages which include share award schemes
and employee partnership program, with the aim of retaining quality
personnel and encouraging them to grow with the Company.
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MANAGEMENT DISCUSSION AND ANALYSIS
EERMRRSH

SOCIAL RESPONSIBILITY

The Group has been proactively fulfilling its social responsibility and,
guided by the principle that safety and quality come first, proactively
develops and implements modern scientific breeding and feeding know-
how. The Group puts great effort to strike a balance between business
growth and social responsibility, so as to convey the Group'’s care and
blessing to all stakeholders.

The Group is committed to improving the quality of its products by
providing consumers with a commitment to provide healthy, safe,
nutritious and high-quality dairy products. Meanwhile, it upholds the
production principle of achieving energy conservation and environmental
protection.

The Group actively promotes the economic development of communities
where our farms are located and increases the income of local residents.
The Group actively implements the precise poverty alleviation policy,
responds to the call of poverty alleviation, and is devoted to poverty
alleviation within the industry and society. Firstly, the contract of silage
planting was signed with local farmers in farm areas to reduce the impact
of natural disasters on crop harvest. At the same time, to solve the local
employment problem, the Group's farms provide multiple jobs throughout
the country, effectively alleviating the pressure of surplus rural labor force
and increasing the income of local farmers. The Group also undertakes
social responsibility and promotes local economic development through
measures such as making direct donation of materials and moneys and
paying visits to nursing homes.

The Group's social responsibility efforts have widely spread from dairy
cow breeding, accountable quality, green development to employee
development and social care. The Group has always adhered to the
“people-oriented” concept, and taken the responsibility of promoting
sustainable development of the dairy industry, giving back to the nature
and serving the society.
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MANAGEMENT DISCUSSION AND ANALYSIS

PROSPECTS

Currently, the raw milk market is in high demand and short of supply; it
is expected that the shortage of raw milk will continue and the price will
increase steadily. As small- and medium-sized dairy farms withdraw from
the market and the cyclicity of the dairy farming industry weakens, raw
milk will be mainly provided by large-scale dairy farms in the future. With
high industry barriers for large-scale farming, the Company could benefit
from the industry’s upward cyclical benefits and take advantage of being
an industry leader.

In addition to adhering to the development, improvement and expansion
of the core raw milk business, Modern Dairy will also explore the
possibility of developing new businesses to explore new engines for profit
growth. The scope of new exploration includes: i) developing the feed
business to build a complete upstream dairy farming industrial chain;
ii) developing the beef cattle business and leveraging on our resource
advantages; iii) developing the featured milk business to increase the
overall gross profit margin; iv) fostering the breeding business through
the development of genetic enhancement and sex-control breeding
techniques for dairy cows, and supplying high-quality dairy cow and
frozen sperm of beef cattle to the Group; and v) opening up trading
platform business and achieving full digital dairy farming by means of
modern technologies and strengthening facial recognition for cows.

During the year, the Group has embarked on the “Five-Year Leading
Program” with an aim to achieve on-demand supply and rational
expansion by leveraging the synergies of upstream and downstream
coordination and aligning production plans with demands from
downstream dairy enterprises. In the meantime, the Group has adopted
countermeasures to mitigate the asymmetric impact brought by the
cyclicity of dairy industry. The Company strives to double its herd size
and milk production in the coming five years through organic growth
and external acquisitions, that by 2025, the number of dairy cows will
increase to more than 500,000 heads and the annual production of fresh
milk will increase to 3.6 million tons.
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REPORT OF THE DIRECTORS
EFEERS

The board of directors (the “Directors” or the “Board”) of China Modern
Dairy Holdings Ltd. (the “Company”) would like to present their 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 2021 (the “Reporting Period”).

INTERIM DIVIDEND

The Board has resolved not to declare any interim dividend for the
Reporting Period (2020: nil).

DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS
AND SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 30 June 2021, the interests and short positions of the Directors and
the chief executives of the Company and their respective associates in
the ordinary share of HK$0.1 each in the share capital of the Company
(“Shares”), underlying shares and debentures of the Company or its
associated corporations (within the meaning of Part XV of the Securities
and Futures Ordinance (Chapter 571 of the laws of Hong Kong) (the
“SFO")) as recorded in the register required to be kept by the Company
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”) were as follows:

PFRBEARMEERAERARN(ARADEES ([E
ERESS)ERREEFHRE  ERAARAK
HB AR ((AE®EZE2021F6 308 1E5EA
((TEHREARM DR EBZ GRS T HRE o

PHERE

EZCCERTHAERPE S REMPHKRE
(20204 : f#) »

EERIETBRAEBRES - AEKRH
REFNESERAR

M2021F6A308  EFRARAFTBITHAER
HESENBEARARRRAF SREEO. 1B T
RSB GD (TR ]) « AARSHEBEZE (E&
REBEDESNEFHRAEGRI(TESFRPE K
Pl EXVER) BRI D REHFR - MEREBEES R
HEGHIEIS2EAERRARRFENECMAE
mERR BB LMBETAZESETELRERIN
2EFRI(FETRDENEARRRBEERER S
FrBER AR (TP R A BT

Number of
Shares or Approximate
underlying percentage of
Shares shareholding
Name of Director Nature of interest [ grie interest®
EEpR fEEME HERDEE REMYB DL
Ms. GAO Lina® Interest in controlled corporation 221,581,733 3.12%
Sy el RIEHEEE R
Beneficial owner 11,975,173 0.17%
ERFAA
Mr. SUN Yugang Beneficial owner 1,665,694 0.02%
REREE BERFAA
Notes: (T

(1) Ms. GAO holds approximately 49.12% of the interests in Jinmu Holdings
Co Ltd. ("Jinmu"). Ms. GAO is deemed to be interested in the 221,581,733
Shares held by Jinmu under the SFO. Ms. GAO resigned as a director of the
Company on 1 July 2021.

(2) Based on 7,108,565,947 Shares in issue as at 30 June 2021.
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REPORT OF THE DIRECTORS
EEEHRE

INTEREST IN ASSOCIATED CORPORATION RIEECEE RS
Number of
shares in Approximate
associated percentage of
corporation shareholdings
Name of Director Name of associated corporation R ZERN interest?®
EEpR B EE SR KRG EE REBSAT D
Mr. LU Minfang® China Mengniu Dairy Company Limited 11,651,240 0.30%
EHmREED HERFFEGRDA
Mr. ZHANG Ping™ China Mengniu Dairy Company Limited 1,992,613 0.05%
RFEAED HERFIAEER AR
Mr. ZHAO Jiejun® China Mengniu Dairy Company Limited 2,551,416 0.06%
THEEE A RERFIERRAA
Notes: BT

(1) Mr. LU Minfang, Mr. ZHANG Ping and Mr. ZHAO Jiejun are non-executive
Directors of the Company. Mr. LU Minfang is an executive director and chief
executive officer of China Mengniu Dairy Company Limited (“Mengniu”).
Mr. ZHANG Ping is a chief financial officer of Mengniu. Mr. ZHAO lJiejun is
the assistant vice president and the head of milk sourcing and supply chain
business unit of Mengniu. As at the date of this report, Mengniu holds 51.40
% of the issued share capital of the Company.

(2)  Based on 3,948,416,082 shares of Mengniu in issue as at 30 June 2021.

Saved as disclosed above, as at 30 June 2021, none of the Directors
and the chief executives of the Company and their respective associates
had any interests and short positions in the Shares, underlying shares
and debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the SFO) as recorded in the register
of the Company required to be kept under Section 352 of the SFO or as
otherwise notified to the Company and the Stock Exchange pursuant to
the Model Code.
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REPORT OF THE DIRECTORS
EEEHRE

SUBSTANTIAL SHAREHOLDERS' INTERESTS FERRER

As at 30 June 2021, the interests or short positions of substantial ~ #2021F6H30H @ FERB(ZEHK AR R EETT
shareholders, other than the Directors or the chief executives of the A B RIEEE B HIEE ARIN AR D 7k H AR
Company and their respective associates, in the Shares, underlying shares A (E & B &5 LB K SEXVED) A -
and debentures of the Company or its associated corporations (within the &3 R &5 T A BIEEH M EEFIE3361KEE
meaning of Part XV of the SFO), as recorded in the register required to be R ERLEMAERZIAB T ¢

maintained under Section 336 of the SFO were as follows:

Percentage of
the Company’s
issued Share

Name of substantial Capital®
shareholders Capacity/Nature of interest Number of Shares HAQRE BT
FTERRER B0 RERtE RGEE RAEBZ LG
China Mengniu Dairy Beneficial interest 1,246,079,369 (L™ 17.53%
Company Limited B
FESFIAEARAA
Interest in controlled corporation 2,407,866,412 (L)@ 33.87%

(through Future Discovery Limited)
24 |54 B #E 25 (3 3B Future Discovery Limited)

Central Huijin Investment Ltd.  Interest in controlled corporation 543,553,596 (L) 7.65%
PRESREFREETAT (through BOCI Financial Products Limited) 542,053,596 (S) 7.63%
THEEER (BT REEeRERERAR)

Interest in controlled corporation 1,500,000 (L) 0.02%
(through Nam Tung (Macao) Investment Limited)

ZHEEEE (ERRMIFABERRERRAR)

Bank of China Limited Interest in controlled corporation 543,553,596 (L) 7.65%
FREIRTITAR D B BR A (through BOCI Financial Products Limited) 542,053,596 (S) 7.63%
ZEGEEER(ERPREEENERERAR)

Interest in controlled corporation 1,500,000 (L) 0.02%
(through Nam Tung (Macao) Investment Limited)

XEHEE R (BRRFIEBERREGRAR)

BOC International Holdings Interest in controlled corporation 542,053,596 (L) 7.63%
Limited (through BOCI Financial Products Limited) 542,053,596 (S) 7.63%
FIRBIBIER AR A ZHEERERGERTRERSRMEMRGRRAF)
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Percentage of
the Company’s
issued Share

Name of substantial Capital®
shareholders Capacity/Nature of interest Number of Shares HAQRE BT
FTERRER B EntE RS EE RAE D
BOCI Financial Products Beneficial interest 542,053,596 (L) 7.63%
Limited Bl 542,053,596 (S) 7.63%
HIRBER S RERBRAF
New Hope Dairy Co., Ltd. Interest in controlled corporation 635,345,763 (L) 8.94%
FHELEILERNDBRAR (through GGG Holdings Limited)
AL H A B 25 (BB GGG Holdings Limited)
New Century Ltd. Interest in controlled corporation 635,345,763 (L) 8.94%
(through GGG Holdings Limited)
SR A E e (BB GGG Holdings Limited)
Liu Chang Interest in controlled corporation 635,345,763 (L) 8.94%
(through GGG Holdings Limited)
SR 7% B R 2k (BB GGG Holdings Limited)
Notes: B EE

(1

)

3

()

(©)

Among which up to 613,877,227 shares of the Company have been lent to
BOCI Financial Products Limited pursuant to a securities lending agreement
dated 17 June 2020 entered into between Mengniu as lender and BOCI
Financial Products Limited as borrower. As at 30 June 2021, the number
of Shares that had been lent to BOCI Financial Products has decreased to
542,053,596.

Future Discovery Limited is a subsidiary of Mengniu.

Based on 7,108,565,947 Shares in issue as at 30 June 2021.

(S) Indicates a short position.

(L) Indicates a long position.

Save as disclosed above, the Company had not been notified of any other
interests or short positions in the shares or underlying shares representing
5% or more of the issued share capital of the Company or as recorded in
the register required to be maintained under Section 336 of the SFO as at
30 June 2021.

)
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REPORT OF THE DIRECTORS
EFEEHRE

SHARE AWARD SCHEMES

The Company operates a restricted share award scheme which was
adopted by the Company on 9 September 2016 (the “Share Award
Scheme 1”). As the total contributed amount of the Share Award Scheme
| has reached its limit in 2017, thus, on 26 March 2018 the Company
adopted a new share award scheme (the “Share Award Scheme II")
which shall remain effective for ten years. The goal of the share award
schemes is to motivate the employees to maximize the value of and share
the results with the Company in order to achieve sustainable development
of the Group.

During the Reporting Period the number of shares of the Company
granted to selected participants was 23,200,000, of which 2,400,000

shares were granted to the Directors, details of which are as follows:

Unvested as

IR0 R b=t &l

AR FHEEA 201659 8 9 B ERMHIR §il 1 iz t7 52
Ehat & (Bt BB ET &11)) - s At 22Eh 8180 (i
TAFECN2017FED ER - FARRR2018%
3A26 B MR — A SR EhET 81 ([ A1 22 B =t &
) - Bty S2RhAT B M +F AR - B0 22t &)
EEABEE/RAAFREZAEBERELAARE
BNERR  USAKBERUHERER -

REFRPHE  EETFTERLEENAQRRMDEE
/$23,200,0000% + E 2,400,000 H R FES -
FFIEEYIAT -

Unvested as

at 1 January at 30 June

2021 Granted Vested Forfeited 2021

7202145 during  during the during 720214

1818  the period period  the period 6H30H

Name of Director EEnE EEN]] HREH HREER HRIE CEN-E
Ms. GAO Lina SEMzE 1,700,000 1,500,000 1,700,000 - 1,500,000
Mr. SUN Yugang HERIEE 920,000 900,000 920,000 - 900,000
2,620,000 2,400,000 2,620,000 - 2,400,000

Ms. GAO Lina resigned as an executive Director of the Company on 1 July
2021.

Further details of the Share Award Scheme are also set out in Note 19 to
the financial statements.

FOREIGN CURRENCY RISK

The Group’s businesses are principally located in mainland China and
substantially all transactions are conducted in RMB, except for the
payment for offshore professional services and purchases of imported
machineries and equipments from overseas.

The fluctuation of the exchange rates of RMB against foreign currencies
could affect the Group's results of operations. However, in the opinion of
the Directors, the foreign currency risk exposure is under management’s
control.
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CORPORATE GOVERNANCE

The Company has adopted the code provisions set out in the Corporate
Governance Code and Corporate Governance Report (“CG Code”) as set
out in Appendix 14 to the Listing Rules. The Company has, throughout
the Reporting Period complied with the code provisions set out in the
CG Code, except for the deviations from code provision A.6.7 which is
explained below.

Code provision A.6.7 of the CG Code provides, among other things, that
non-executive Directors should attend general meetings and develop
a balanced understanding of the views of the shareholders of the
Company. One non-executive Director was not able to attend the annual
general meeting of the Company held on 2 June 2021 due to other
business engagements.

Save as disclosed above, 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.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBT
SECURITIES

Save as disclosed under the sections headed “Share Award Scheme”
and “Interest in Associate Corporation” above, during the Reporting
Period, the Company or any of its subsidiaries was not a party to any
arrangements whose objects are, or one of whose objects is, to enable
the Directors to acquire benefits by means of the acquisition of Shares in,
or debentures of, the Company or any other body corporate.

Save for those disclosed above, during the six months ended 30 June,
2021, none of the Directors (including their spouses and children under
the age of 18) held any interests in or was granted any right to subscribe
for the securities of the Company or its associated corporations (within
the meaning of Part XV of the SFO), or had exercised any such rights.

BOARD OF DIRECTORS

As at the date of this interim report, the Board comprises one executive
Director, Mr. SUN Yugang (Acting Chief Executive Officer), five non-
executive Directors, namely, Mr. LU Minfang (Chairman of the Board),
Mr. ZHAO lJiejun, Mr. ZHANG Ping, Mr. ZHU Xiaohui and Ms. GAN Lu,
and three independent non-executive Directors, namely Mr. LI Shengli,
Mr. LEE Kong Wai Conway and Mr. CHOW Ming Sang.
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REPORT OF THE DIRECTORS
EFERE

SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code as set out in Appendix
10 to the Listing Rules as the Company’s code of conduct regarding
securities transactions by the Directors. Following specific enquiries by the
Company, all the Directors confirmed that they have complied with the
required standards set out in the Model Code throughout the Reporting
Period.

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 for the six months ended 30
June 2021.

The Group retained a total of 4,420,482 vesting Shares as a consideration
of approximately HK$8,974,000 (equivalent to RMB7,584,000) for paying
the individual income tax in mainland China on behalf of those selected
participants under the share award schemes of the Company.

UPDATE ON INFORMATION OF DIRECTORS
PURSUANT TO RULE 13.51B(1) OF THE LISTING
RULES

Mr. LU Minfang, a non-executive Director and chairman of the Board,
was appointed as a non-executive director and the chairman of the board
of directors of China Shengmu Organic Milk Limited, a company listed in
Hong Kong, with effect from 30 July 2021.

Save for disclosed above, there were no changes in the information of
Directors since the date of the 2020 annual report of the Company and
the announcement of the Company dated 28 June 2021 in relation
to, among others, the resignation, appointment and re-designation of
Directors, which are required to be disclosed pursuant to Rule 13.51B(1)
of the Listing Rules.

There is no other information required to be disclosed pursuant to Rule
13.51B(1) of the Listing Rules.
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REVIEW OF INTERIM RESULTS

The condensed consolidated interim financial statements have been
reviewed by the Group’s auditor, Deloitte Touche Tohmatsu, 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, and the Audit Committee.

AUDIT COMMITTEE

The Audit Committee currently comprises two independent non-executive
Directors, namely Mr. LEE Kong Wai, Conway, Mr. CHOW Ming Seng and
one non-executive Director Mr. ZHANG Ping. 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, risk management, internal control and system and
financial reporting matters, including the review of the Group’s unaudited
interim financial statements for the six months ended 30 June 2021.

INVESTOR RELATIONS

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. Investors are welcomed
to send their enquiries to our investor relation at info@moderndairyir.com
or browse the Company’s website (http://www.moderndairyir.com) for
latest update information of the Group.

On behalf of the Board
China Modern Dairy Holdings Ltd.
Mr. SUN Yugang
Acting Chief Executive Officer and
Executive Director

Hong Kong, 23 August 2021
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CORPORATE INFORMATION
LFR#H

BOARD OF DIRECTORS

Executive Directors

Ms. GAO Lina (Vice Chairman and Chief Executive Officer)
(resigned on 1 July 2021)

Mr. SUN Yugang (Acting Chief Executive Officer)

Non-Executive Directors

Mr. LU Minfang (Chairman of the Board)

Mr. ZHAO Jiejun (redesignated as Vice Chairman on 1 July 2021)
Mr. ZHANG Ping

Mr. ZHU Xiaohui (appointed on 1 July 2021)

Ms. GAN Lu

Independent Non-Executive Directors

Mr. LI Shengli

Mr. LEE Kong Wai, Conway

Mr. WOLHARDT Julian Juul (resigned on 1 July 2021)
Mr. CHOW Ming Sang (appointed on 1 July 2021)

AUDIT COMMITTEE

Mr. LEE Kong Wai, Conway (Chairman)

Mr. ZHANG Ping

Mr. WOLHARDT Julian Juul (resigned on 1 July 2021)
Mr. CHOW Ming Sang (appointed on 1 July 2021)

REMUNERATION COMMITTEE

Mr. LI Shengli (Chairman)

Mr. ZHANG Ping

Mr. CHOW Ming Sang (appointed on 1 July 2021)
Mr. WOLHARDT Julian Juul (resigned on 1 July 2021)

NOMINATION COMMITTEE

Mr. LU Minfang (Chairman)

Mr. LEE Kong Wai, Conway

Mr. WOLHARDT Julian Juul (resigned on 1 July 2021)
Mr. CHOW Ming Sang (appointed on 1 July 2021)

STRATEGY AND DEVELOPMENT COMMITTEE
Ms. GAO Lina (Chairman, resigned on 1 July 2021)

Mr. ZHAO Jiejun (Chairman, appointed on 1 July 2021)

Mr. SUN Yugang (appointed on 1 July 2021)

Mr. LI Shengli

Ms. GAN Lu

COMPANY SECRETARY
Mr. LI Kwok Fat (CPA, ACIS, ACS)
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HEADQUARTERS

Economic and Technological Development Zone
Maanshan City, Anhui Province
PRC

REGISTERED OFFICE

Maples Corporate Services Limited

PO Box 309

Ugland House

Grand Cayman, KY1=1104, Cayman Islands

HONG KONG OFFICE
Room A, 32nd Floor, COFCO Tower
262 Gloucester Road, Causeway Bay, Hong Kong

PRINCIPAL SHARE REGISTRAR AND
TRANSFER OFFICE

Maples Finance Limited

PO Box 1093

Queensgate House

Grand Cayman, KY1-1102
Cayman Islands

HONG KONG BRANCH SHARE REGISTRAR AND
TRANSFER OFFICE

Computershare Hong Kong Investor Services Limited
Rooms 1712-1716, 17/F, Hopewell Centre
183 Queen’s Road East, Wanchai, Hong Kong

LEGAL ADVISORS
As to Hong Kong Law
Cleary Gottlieb Steen & Hamilton (Hong Kong)

As to PRC Law
Commerce & Finance Law Offices

As to Cayman Islands Law
Maples and Calder

AUDITOR
Deloitte Touche Tohmatsu
Registered Public Interest Entity Auditors

PRINCIPAL BANKERS

China Construction Bank Maanshan Branch
Agricultural Development Bank of China
China Minsheng Bank

China Construction Bank (Asia)

Rabobank Hong Kong

Westpac Banking Corporation

STOCK CODE
The Stock Exchange of Hong Kong Limited: 1117

WEBSITE AND CONTACT

http://www.moderndairyir.com
Enquiry: (+852) 2850-6252
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REPORT ON REVIEW OF CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

HRGREMBEERERRS

Deloitte.

TO THE BOARD OF DIRECTORS OF
CHINA MODERN DAIRY HOLDINGS LTD.
(Incorporated in the Cayman Islands with limited liability)

INTRODUCTION

We have reviewed the condensed consolidated financial statements of
China Modern Dairy Holdings Ltd. (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 44 to 88,
which comprise the condensed consolidated statement of financial
position as of 30 June 2021 and the related condensed consolidated
statement of profit or loss and other comprehensive income, statement
of changes in equity and statement of cash flows for the six-month
period then ended, and certain 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 these
condensed consolidated financial statements in accordance with IAS
34. Our responsibility is to express a conclusion on these condensed
consolidated financial statements based on our review, and to report
our conclusion 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 these
condensed consolidated financial statements consists of making inquiries,
primarily of persons responsible for financial and accounting matters, and
applying analytical and other review procedures. A review is substantially
less in scope than an audit conducted in accordance with Hong Kong
Standards on Auditing and consequently does not enable us to obtain
assurance that we would become aware of all significant matters that
might be identified in an audit. Accordingly, we do not express an audit
opinion.
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REPORT ON REVIEW OF CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

CONCLUSION

Based on our review, nothing has come to our attention that causes us
to believe that the condensed consolidated financial statements are not
prepared, in all material respects, in accordance with IAS 34.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

23 August 2021

ARG MERRERES

+
=]

m

E

RERFMNFHER  RMALBHEREIMER - &K
ERMBEERFEEVBRREZEATERAR
BERSTERE4R R -

BE e BERSGT@MT
BIE B AT

BB

20214F8 4 23H

2021 FHARE SPERARBREERREBRAA



CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
EAGSREREAMEEERR

FOR THE SIX MONTHS ENDED 30 JUNE 2021

HZE2021%F6H30H LE/NEA

Revenue

Cost of sales

Gains arising on initial recognition of
raw milk at fair value less costs to
sell at the point of harvest

Gross profit

Loss arising from changes in fair value
less costs to sell of dairy cows

Other income

Impairment losses under expected credit
loss model, net of reversal

Selling and distribution costs

Administrative expenses

Share of profits of associates

Other gains and losses

Other expenses

Profit before finance costs and tax
Finance costs

Profit before tax
Income tax expense

Profit for the period

Other comprehensive
(expense)/income:

Item that will not be reclassified to
profit or loss:

Fair value (loss)/gain on investments in
equity instruments at fair value
through other comprehensive income

Other comprehensive (expense)/income
for the period, net of income tax

Total comprehensive income for
the period

Profit for the period attributable to:
Owners of the Company
Non-controlling interests

Total comprehensive income for the
period attributable to:
Owners of the Company
Non-controlling interests

Earnings per share (RMB)
Basic
Diluted
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Six months ended 30 June

HZE6A308 XA
2021 2020
20214 20204
Notes RMB’000 RMB’000
B aE AR® T ARET T
(unaudited) (unaudited)
(REER) (REEFEZ)
4 3,179,719 2,827,752
6 (3,106,084) (2,736,128)
1,107,962 960,393
1,181,597 1,052,017
(405,792) (448,749)
5 53,384 41,182
14 (64) 10
(80,630) (98,175)
(154,622) (144,885)
15,674 12,727
6 (9,871) 40,351
(2,245) (13,089)
6 597,431 441,389
7 (91,389) (214,798)
506,042 226,591
8 (420) (276)
505,622 226,315
(1,100) 3,935
(1,100) 3,935
504,522 230,250
496,698 220,736
8,924 5,579
505,622 226,315
495,618 224,599
8,904 5,651
504,522 230,250
10

7.13 cents &
7.12 cents &

3.47 cents %
3.46 cents 7




CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AR & MR &

NON-CURRENT ASSETS
Property, plant and equipment
Right-of-use assets
Goodwill
Interests in associates
Biological assets
Equity instruments at fair value
through other comprehensive
income

Advanced payments

Pledged bank deposits

Bank balances

CURRENT ASSETS

Inventories

Trade and other receivables and
advanced payments

Other financial assets

Derivative financial instruments

Pledged bank deposits

Bank balances and cash

CURRENT LIABILITIES
Trade and other payables
Tax payable
Bank borrowings
Lease liabilities
Derivative financial instruments
Contract liabilities

NET CURRENT ASSETS/(LIABILITIES)

TOTAL ASSETS LESS CURRENT
LIABILITIES

FRBEE

ME -~ BB RERE
EREEE

5k
NN L e
EMEE

BRAFEFAEM2EB AL
BRI A

FEf FRIE
EERRITER
RITHEER

RBEE

=&
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AR FRA FRIR
HipSBEE

TTEEBMITA
EEMRITER
RITHEBRERE

RBAE
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FEERTEIA

RITRER

HEAE

TTEEBMITE

BHAE

REBEE(AE)FE
HEERRBAEE

Notes

B aE
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12

12
13
15

17

15

AT 30 JUNE 2021

7202156 H30H
30 June 31 December
2021 2020
20214 20204
6A30H 12A31H
RMB’000 RMB’'000
AR%T AREET T
(unaudited) (audited)
(REEER) (EEZ)
3,223,509 3,317,719
295,936 303,849
1,322,457 1,322,457
307,756 289,860
7,083,939 7,101,243
3,980 5,080
169,500 -
125,128 122,706
211,009 20,637
12,743,214 12,483,551
733,943 1,158,643
665,780 706,659
50,359 50,000
7,313 11,145
33,953 34,503
2,222,933 1,123,710
3,714,281 3,084,660
1,268,448 1,410,786
256 364
2,305,341 3,471,314
12,350 23,851
58,605 59,338
218 198
3,645,218 4,965,851
69,063 (1,881,191)
12,812,277 10,602,360
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

HHFESRERAE
AT 30 JUNE 2021
720216 H30H

CAPITAL AND RESERVES
Share capital
Share premium and reserves

Equity attributable to owners of
the Company
Non-controlling interests
TOTAL EQUITY
NON-CURRENT LIABILITIES
Bank borrowings
Lease liabilities
Derivative financial instruments
Deferred income

BEAREE
B
B34 8 K (5

ZA/NCIE PN A

EF g
HiEs
FRBEE

RITRER
HEAE
TTEEBMITA
EEBA

Notes

B aE

18

17

15

30 June 31 December
2021 2020
20215 20204
6H30H 12A31H
RMB’000 RMB’000
AR®T T AREET T
(unaudited) (audited)
(REEER) (EEZ)
609,758 555,535
8,934,535 7,341,388
9,544,293 7,896,923
152,417 141,521
9,696,710 8,038,444
2,686,757 2,171,012
198,389 196,042
30,981 24,000
199,440 172,862
3,115,567 2,563,916
12,812,277 10,602,360

The consolidated financial statements on pages 44 to 88 were approved  #{ AN 44E 88 B WG A B8 HFE N 20218 A23H
and authorised for issue by the board of directors on 23 August 2021 and &&= REETIHTA RS E
are signed on its behalf by:

LU Minfang SUN Yugang
E &K BRER
Director Director

4 =
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

At 1 January 2020 (audited)

Profit for the period

Other comprehensive income
for the period

Total comprehensive income
for the period

Share purchase for the Share
Award Schemes (Note 19)

Recognition of equity-settled
share-based payment
(Note 19)

Reversal due to vesting of award
shares (Note 19)

Equity transactions related to
interest free loans

At 30 June 2020 (unaudited)

At 1 January 2021 (audited)

Profit for the period

Other comprehensive expense
for the period

Total comprehensive income
for the period

Share purchase for the Share
Award Schemes (Note 19)

Recognition of equity-settled
share-based payment
(Note 19)

Reversal due to vesting of award
shares (Note 19)

Equity transactions related to
interest free loans

Issue of shares (Note 18)

Dividends recognised as
distribution (Note 9)

At 30 June 2021 (unaudited)

202051 A1B(EER)
Eelabeil
G ON

SnzERALE

SRAREHANRNEE
(Bizk19)
BREREEEIRR
S HRE (9

RERBRNEEMED
(Bt19)
BRERENNRER S

2020564308 (REE#)

RONE1A1R(EER)
el
HNEH2ERY

RN

SRAREHINRNEE
(Bizk19)
TRRELE MR
SGLBEAGRAL)
RRBROERNAR
(H19)
ABESETNRER S

HTRH (18
AN RNRE (M)

R2021%6 5308 (K2R

GAGRSHRBRIER

FOR THE SIX MONTHS ENDED 30 JUNE 2021
BE2021F6A30R L/ MEA

Attributable to owners of the Company

ARIREAER

Fair value

Shares held through

under the other

Share Share Share - comprehensive Non-
Share Share Other options award Award income  Retained controlling

capital  premium reserve reserve reserve  Schemes reserve  earnings  Sub-total  interests Total

kik®  RATE

Rt HEET AR
B ROEE EtRE BRERE  XREE FREORD 2ERARE  REEA Nt FERESR aif
RMB000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB000
ARBTT ARBTR ARMTT ARBTR ARMTR ARBTT ARETT AREBTRT ARETR ARETRT ARETR

(Note 19)  (Note 19)
(k19)  (Hak19)

551,007 4,945,381 970,829 5286 4910 (57,012) (21,693) 682,809 7,081,517 126,184 7,207,701
- - - - - - - 220,736 220,736 5579 226,315
- - - - - - 3,863 - 3,863 n 3,935
- - - - - - 3,863 220,736 224,599 5,651 230,250
- - - - - (19,89) - - (19,892) - (19,892)
- - - - 2977 - - - 1977 - 21971
- - - - (24.221) 29,560 - (53%) - - -
- - 149 - - - - - 149 (149) -
551,007 4,945,381 970,978 5286 2,660 (47,344) (17,830) 898,212 7,308,350 131680 7,440,036
555,535 4,985,082 969,268 - 7,489 (47,344) (20593) 1,447,486 7,896,923 141521 8,038,444
- - - - - - - 496698 496,698 8,924 505,622
- - - - - - (1,080) - (1,080) (20) (1,100)
- - - - - - (1,080) 496,698 495,618 8,904 504,522
- - - - - (7,584) - - (7,584) - (7,584)
- - - - 9,015 - - - 9,015 - 9,015
- - - - (9,447) 13,865 - (4,418 - - -
- - (1,992) - - - - - (1.992) 1,992 -
5423 1,240,622 - - - - - - 1294845 - 1,294,845
- (14253) - - - - - - (142,532) - (142,532)
609,758 6,083,172 967,276 - 7,057 (41,063) (21673) 1,939,766 9,544,293 152417 9,696,710
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
EHRRESRRAER

FOR THE SIX MONTHS ENDED 30 JUNE 2021
HZE2021%F6H30H LE/NEA

Six months ended 30 June

HEZ6H30HILAEA
2021 2020
20214 2020%F
Note RMB’'000 RMB’000
B3 ARBT AREFTT
(unaudited) (unaudited)
(REBER) (REEE®R)
NET CASH FROM OPERATING RETHHBRSFH
ACTIVITIES 1,464,877 1,055,209
NET CASH USED IN INVESTING REZBFMARSFHE
ACTIVITIES
Purchases of property, plant and BAME - BER&E
equipment (215,373) (78,015)
Investment in an associate B N R E (2,222) (42,898)
Additions in biological assets EYEEILE (590,972) (560,860)
Advanced payments for acquisition of U3 — &I B A R FB FKIE
a subsidiary 12 (169,500) -
Placement of other financial assets FAHEMEHEE (50,000) (50,000)
Withdrawal of other financial assets RIRHEMSFEE 50,395 =
Placement of pledged bank deposits TFADEHIEITER (11,728) (23,747)
Withdrawal of pledged bank deposits REREERRITER 12,000 29,695
Placement of time deposits with FAREHE B #8:8 =18 A &9 %€ &
original maturity over three months Ve (250,000) (162,060)
Withdrawal of time deposits with IREUREIEI BB =8 A #E 5
original maturity over three months T - 67,653
Proceeds from disposal of dairy cows & ILFFTS5RIE 342,169 298,940
Interest received B HF B 13,260 7,214
Government grants received 2 W T Al 34,080 596
Loan repayment from a third party FE-HEBER 4,000 =
Proceeds from disposal of property, HEME - BEREREMSRE
plant and equipment 910 4,342
Proceeds from disposal of subsidiaries HEH B AR TS RIE 7,406 85,716
(825,575) (423,424)
NET CASH FROM/(USED IN) METEHRE (FRRLFHE
FINANCING ACTIVITIES
Interest paid BEARALE (101,623) (138,088)
Dividends paid BT S (142,532) =
New bank borrowings raised HERBIRITER 1,785,527 2,459,100
Repayment of bank borrowings EBRITIER (2,420,537) (1,772,996)
Repayment of other borrowings BEHEMER - (1,050,000)
Repayment of leases liabilities ERBEaE (10,482) (13,618)
Payment for repurchase of ordinary i [0 E @ AR A+ 3K
shares (7,584) (19,892)
Proceeds from disposal of derivative HETESRT AMSHIE
financial instruments 2,284 -
Proceeds from issue of shares FIRMFTSRIE 1,294,845 =
399,898 (535,494)
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
BRGeSRaRER

FOR THE SIX MONTHS ENDED 30 JUNE 2021
#HZE2021%F6H30H LA A

Six months ended 30 June

HEZ6H30HILAEA
2021 2020
20214 2020%F
RMB’'000 RMB’000
ARET T AREFTT
(unaudited) (unaudited)
(REEER) (REEEZ)
NET INCREASE IN CASH AND CASH BRE&ERBLEEYIHINFE
EQUIVALENTS 1,039,200 96,291
CASH AND CASH EQUIVALENTS MAIBHNRERESEEY
AT 1 JANUARY 1,103,132 894,204
Represented by LAATN&ZIE 25
Bank balances and cash as stated in REBBARR RN RI TSR K
the consolidated statement of financial 3R <&
position 1,144,347 961,094
Time deposits with original maturity over [RZ|H5 B BB =18 A M E TR
three months (41,215) (67,653)
Cash and cash equivalents attributable to 548 &+ {EHH & & & 48 Bl &b
the disposal group classified as held RERREEZEEY
for sale - 763
CASH AND CASH EQUIVALENTS R6A30EMRERASEEY
AT 30 JUNE 2,142,332 990,495
Represented by KA T &IEZT
Bank balances and cash as stated in RAETBRARIIRIRITESH R
the consolidated statement of b
financial position 2,433,942 1,032,555
Time deposits with original maturity [REIER A BB =& A M e BifE K
over three months (291,610) (42,060)
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
18R iR & P 35 30 R P 5

FOR THE SIX MONTHS ENDED 30 JUNE 2021
HZE2021%6 A30H IE/E A

1.

1A.

GENERAL

China Modern Dairy Holdings Ltd. (the “Company”) was
incorporated and registered in the Cayman Islands as an exempted
company with limited liability under the Companies Law of the
Cayman Islands. Its shares have been listed on the Main Board of
The Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
since 26 November 2010. The registered office of the Company
is Maples Corporate Services Limited, PO Box 309, Ugland House,
Grand Cayman, KYI=1104, Cayman Islands. The principal place of
business of the Company is located in Economic and Technological
Development Zone, Maanshan City, Anhui Province, the People’s
Republic of China (the “PRC").

As at 30 June 2021, China Mengniu Dairy Co., Ltd. (“Mengniu”)
and its wholly-owned subsidiary together owned 51.40% of the
issued share capital of the Company. Mengniu and its subsidiaries
are hereinafter collectively referred to as the “Mengniu Group”.

The principal activity of the Company is investment holding and its
subsidiaries are mainly engaged in production and sales of milk. The
Company and its subsidiaries are hereinafter collectively referred to
as the “Group”.

The condensed consolidated financial statements are presented
in Renminbi (“RMB"), the currency of the primary economic
environment in which the principal subsidiaries of the Group
operate (the “functional currency”).

SIGNIFICANT EVENTS AND TRANSACTIONS IN
THE CURRENT INTERIM PERIOD

On 22 March 2021, the Company entered into a sale and purchase
agreement with certain sellers (the “Sellers”) and Inner Mongolia
Fuyuan International Industrial (Group) Co. Ltd. (the “Fuyuan”),
pursuant to which the Sellers agreed to sell, and the Company
agreed to purchase, the entire equity interests in Fuyuan at a total
consideration of RMB3,480,000,000, which shall be satisfied by
a combination of cash and allotment and issue of shares of the
Company under two settlement scenarios (the “Transaction”). The
above transaction constituted a major and connected transaction
of the Company under the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited (the “Listing Rules”)
and has been published in the Company’s announcement dated 22
March 2021, and further details in relation thereto has been set out
in a circular dated 14 May 2021. All relevant resolutions have been
duly passed at the extraordinary general meeting of the Company
held on 2 June 2021. The Transaction has not been completed up
to the date of these financial statements.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

2. BASIS OF PREPARATION

The condensed consolidated financial statements of the Group
have been prepared in accordance with International Accounting
Standard 34 Interim Financial Reporting issued by the International
Accounting Standards Board (“IASB”) as well as with the applicable
disclosure requirements of Appendix 16 to the Listing Rules.

The directors of the Company (the “Directors”) have, at the time
of approving the condensed consolidated financial statements, a
reasonable expectation that the Group has adequate resources to
continue in operational existence for the foreseeable future. Thus
they continue to adopt the going concern basis of accounting in
preparing the condensed consolidated financial statements.

R iR & B 35 30 R P

FOR THE SIX MONTHS ENDED 30 JUNE 2021
#HZE2021%F6H30H LA A

RREE

AEENBHRGE M ERRDRIEER &£
AR (AR EIERES ) RAENER
SEPERF IR P BB IRE - URETRA
iR+ ER R ERERE -

RELEFRASEMBERERE ARREF(E
ZNVCAEBHASEEE RAHEFRNA LK
REFLE - At - REREAKRASMHRE
B REEERASELLE T EE -
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
18R 5 & R 35 8 2R P o

For the six months ended 30 June 2021
H=E2021F6H308 LXEA

3.

PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements have been
prepared on the historical cost basis except for: (i) the biological
assets, which are measured at fair value less costs to sell; (ii)
derivative financial instruments, which are measured at fair value;
(iii) other financial assets, which are measured at fair value; and
(iv) equity instruments at fair value through other comprehensive
income (“FVTOCI"), which are measured at fair value at the end of
each reporting period.

Other than additional accounting policies resulting from application
of amendments to International Financial Reporting Standards
("IFRSs"), the accounting policies and methods of computation
used in the condensed consolidated financial statements for the
six months ended 30 June 2021 are the same as those presented
in the Group'’s annual financial statements for the year ended 31
December 2020.

Application of amendments to IFRSs

In the current interim period, the Group has applied the following
amendments to IFRSs issued by the IASB, for the first time, which
are mandatorily effective for the annual periods beginning on or
after 1 January 2021 for the preparation of the Group’s condensed
consolidated financial statements:

TESHEE

BEALRA M E MR TIRIBE L RAEERE
O ORAFEREENASTENENEE
(MRATEFENTESRIA : (iRATE
AAENEMEREE  RVERFEAEM
2EHBA(RAFEFARMEZEBADME
BT ARZERAB RN A FEAERI -

W B PR I R B 5 =i 5 2 B ([ BB B S o o 28
A MR MEBMBEIINETEEIN - BHE
20216 A30H L/ B A AR A B ISR T AT
FEAMERER KT EHABEAEEEE2020
F12A3BLEFENFETBREMTIRE —
g( o

FE A 0 iR Bt 5 3 o 2B R B9 48 5T

RAREHM - AEBE &XEA T AEER
SFEAEESRMEIWR2021F1 818k 2%
55 08 O 47 [ HA 9 588 ) A 20 A R R B 75 o 5 2E )
REE] - REAKEMNEREE FEHRE

Amendments to IFRS 16 Covid-19-Related Rent B et £RIE16RMER]  FEREHEE
Concessions HLEBER
Amendments to IFRS 9, IAS 39, Interest Rate Benchmark RIS RS R O5% Fl R BB E
IFRS 7, IFRS 4 and IFRS 16 Reform — Phase 2 RE R AERIE395% - E_HER

Except as described below, the application of the amendments to
IFRSs in the current interim period has had no material impact on
the Group's financial positions and performance for the current and
prior periods and/or on the disclosures set out in these condensed
consolidated financial statements.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
HBGRE M BB R

For the six months ended 30 June 2021
B E202156 A30H XA A

3. PRINCIPAL ACCOUNTING POLICIES (Continued) 3. TESTBE®
3.1 Impacts and accounting policies on application 31 EARBRMBHREEREINR -
of Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 BRETTERIE395 - BRI BE®RE
and IFRS 16 “Interest Rate Benchmark Reform - ZRIFE75  BEFRMKREERES
Phase 2" R BB IS IR E A 1655 18
RITRIREENE - E-RRI2E

ERSEBEE

3.1.1Accounting policies

Financial instruments

Changes in the basis for determining the contractual cash
flows as a result of interest rate benchmark reform

For changes in the basis for determining the contractual
cash flows of a financial asset or financial liability to
which the amortised cost measurement applies as a result
of interest rate benchmark reform, the Group applies
the practical expedient to account for these changes
by updating the effective interest rate, such change in
effective interest rate normally has no significant effect
on the carrying amount of the relevant financial asset or
financial liability.

A change in the basis for determining the contractual
cash flows is required by interest rate benchmark reform
if and only if, both these conditions are met:

e the change is necessary as a direct consequence of
interest rate benchmark reform; and

e the new basis for determining the contractual cash
flows is economically equivalent to the previous
basis (i.e. the basis immediately preceding the
change).

ERRE-HE

E@MTA

FEEENEMENEEL WAL

AN EEENEMERETE SR
BESSRABEERAEEKATE)
ZEHNBRERELEZEHME » K
SERAUTEENDE  WERE
BAERGSARZEES - LERME
ZEHITEMSHEESREEX
TRAEEZRAETEBERE -

EEHETRAEGERS  BEa
GRS FE T -1} LIRS 2T
MR

s REBHERMNEIEENFHE
®B’R R

s EBFANRESREBZIMEEHR

& B R SRl E A (B E
EHp 2 EE) -
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
HHEE M BB R

For the six months ended 30 June 2021
HE2021F6 A30H IE/XEA

3. PRINCIPAL ACCOUNTING POLICIES (Continued) 3. FESHBER®
3.1 Impacts and accounting policies on application 31 ERBRMBHMEEREINR -
of Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 BRE st ERIZE395 - BB B®RE
and IFRS 16 “Interest Rate Benchmark Reform - ZERIE7 - BRI EIREERES
Phase 2" (Continued) 55 B PR B A R XE A B 1655 V1S
I RREERE - F_RERI2¥
EREHHE®)
3.1.2Transition and summary of effects 3I2BERFERE
R2021F1R18  A&EEHEBET
EREBERTETAR HF B H
TR REEN S 2 B EF| K
) e TRINTKBITENBRE - &
BEBENSHEUEER@SHEIR

As at 1 January 2021, the Group has several financial
liabilities and derivatives, the interest of which are
indexed to benchmark rates that will or may be subject
to interest rate benchmark reform. The following table
shows the total amounts of outstanding contracts. The
amounts of financial liabilities are shown at their carrying MTETAAMUNERESTEIR -
amounts and derivatives are shown at their notional RTX - EZTBEIET] - MATHE
amounts. Hereinafter United States Dollars is referred to {EIETT] ©

as “US$"” or “USD"” and Hong Kong Dollars is referred to

as “"HK$"” or "HKD".

HKD Hong Kong USD London
Interbank Interbank
Offered Offered

Rate (“"HIBOR”)  Rate (“LIBOR")
BLEBRIT R TMBRAT

EEZ/3-\ EE$/3°
(THIBORJ) (T'LIBORJ)
RMB’'000 RMB’'000
AR®T T AR¥T R
Financial liabilities SRIEE
Bank borrowing RITER 1,031,784 1,561,031
Derivatives PTETR
Interest rate swaps F| =12 HY 1,262,400 1,580,983

The Group intends to apply the practical expedient in
relation to the changes in contractual cash flows resulting
from the interest rate benchmark reform for bank
borrowing measured at amortised cost. The amendments
have had no impact on the condensed consolidated
financial statements as none of the above contracts
has been transitioned to the relevant replacement rates
during the interim period. The impacts on application of
the amendments, if any, including additional disclosures,
will be reflected in the Group’s consolidated financial
statements for the year ending 31 December 2021.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
HBGRE M BB R

For the six months ended 30 June 2021
B E202156 A30H XA A

REVENUE 4. WA
Disaggregation of revenue WA #o
Six months ended 30 June
HZ6H30R1E~EA
2021 2020
20214 2020%F
RMB’000 RMB’'000
AR¥T R ARKEFTT
(unaudited) (unaudited)
(REEK) (REER)
Types of goods i miRE
Raw milk JREL 3,179,719 2,827,752
Timing of revenue recognition W N\ B3R s ]
A point in time B P 26 3,179,719 2,827,752
Geographic information b 35 &
Since all revenue from external customers is derived from the HRFTAREINBE PR ATIRE B A
customers located in Mainland China and all of the non-current WEFBEMAFRRBEEDMNRE AN - M
assets are located in Mainland China and the Group is managed on 7N £ B R B A [ 2 P A A S B A AR U K2
a nationwide basis because of the similarity of the type or class of EEREMANUEMREHEE#FTEE
the customers and the similarity of the regulatory environment in b 2 5130 15 & K o

the whole region, no geographic information is presented.

OTHER INCOME 5. HiwA
Six months ended 30 June
HZ6H30HIEAEA
2021 2020
20214 20204
RMB’000 RMB’'000
AR®T AREFTT
(unaudited) (unaudited)
(REEX) (K& EZ)
Bank interest income RITHIBUA 15,944 7,747
Government grants related to FEUA T IEH B0 R AT i B
— Assets (Note i) - &= (I ED) 12,267 10,727
~Income (Note ii) it ON( i) 19,515 18,897
31,782 29,624
Others HAh 5,658 3,811
53,384 41,182
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
HHEE M BB R

For the six months ended 30 June 2021
HE2021F6 A30H IE/XEA

5. OTHER INCOME (Continued) 5. HtlA@®
Notes: BisE
These government grants are in relation to the construction and i EREBAWMMEEENEEYE  BERREE
acquisition of property, plant and equipment and are included in the BB - EREBRLEE BN RK A ERLTER
condensed consolidated statement of financial position as deferred A WREBEENAERFHRNRERET
income and credited to the profit or loss on a straight-line basis over N =En

the useful lives of the related assets.

ii.  These government grants are unconditional government subsidies il EEFBUN R RN K B A BT AP P W EY
received by the Group from relevant government bodies for the EEMBNMHA - BEEAAEEMNEERMEA
purpose of giving immediate financial support to the Group’s B B IS 5 o
operation.
6. PROFIT BEFORE FINANCE COSTS AND TAX 6. PFRELE BA R B IH AT E R
Profit before finance costs and tax is arrived at after charging B B & K AR N BB AT F T3 R GEA) T 5 &
(crediting): HEFHESE

Six months ended 30 June

B ZE6H30HLLAEA
2021 2020
20214 20204
RMB’'000 RMB’000
AR%T R ARKETFTT
(unaudited) (unaudited)
(REEXK) (REHFER)
Cost of sales: HEK
Breeding costs to produce raw milk A FE R EH B E FE AR 1,998,122 1,775,735
Raw milk fair value adjustments included in & ASHER AR A FEFHE
cost of sales 1,107,962 960,393
3,106,084 2,736,128
Other gains and losses, net: H b Was Mgt 58 ¢
Net foreign exchange (gains) losses HNE (W z5) B8 F 58 (23,754) 51,078
Loss on disposal of property, plant and HEME  BERZBEERFE
equipment, net 4,611 3,953
Impairment loss on goodwill [SEEAEY St - 22,750
Gain on disposal of subsidiaries HEME ATk - (72,280)
Fair value loss (gain) on derivative financial PTEERITEMATFEEIE
instruments: (Uzs) -
Foreign currency forward contracts INERFAG & 1,956 (18,414)
Foreign currency option contracts SNEERRES 49 27,812 (27,364)
Fair value gain on other financial assets Hih e MEEN D TERS (754) (74)
9,871 (40,351)
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

PROFIT BEFORE FINANCE COSTS AND TAX
(Continued)

Depreciation of property, plant and equipment #1% - 5 &R &I E

Depreciation of right-of-use assets EREEENE
Less: capitalised in biological assets W EMEEENME S
Depreciation charged to profit or loss MR EEENTE

Equity-settled share award expense (Note 19)
Other employee benefits costs
Less: capitalised in biological assets

Hib B B a AR
B EMEEENMEER

Employee benefits charged to profit or loss Nkt BB RAESET
FINANCE COSTS 7.
Interest expenses on: FERXL

Bank borrowings RITIEK

Other borrowings from Mengniu Group
Other borrowings from financial institutions

Lease liabilities HEAE
Total borrowing cost (CE ¥ NG

Fair value (gain) loss on interest rate swaps

6.

VAR #Ee s E 0 B £ 82 B0 e S (P9 £ 19)

RERFTEENEMER -
KB B R A E K -

M= A FE W) B8

MRS MR RINEE

For the six months ended 30 June 2021
B E202156 A30H XA A

BREBUE R A K B IR AR A (@)

Six months ended 30 June

HZE6A30H L AEA
2021 2020
20214 20204
RMB’000 RMB’000
AR®T T AREF T
(unaudited) (unaudited)
(REEZ) (REEEZ)
232,518 228,498
8,390 8,434
(101,341) (99,800)
139,567 137,132
9,015 21,977
267,616 274,024
(60,555) (65,416)
216,076 230,585
il & B 2R
Six months ended 30 June
BZE6HA308LLAEA
2021 2020
20214 20204
RMB’000 RMB’000
ARET T AREF T
(unaudited) (unaudited)
(REBERZ) (REEFEZ)
108,138 137,539
6,818
403
5,223 5,475
113,361 150,235
(21,972) 64,563
91,389 214,798
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
18R 5 & R 35 8 2R P o

For the six months ended 30 June 2021
H=E2021F6H308 LXEA

8.

INCOME TAX EXPENSE

Current tax: BEATRIA :
PRC enterprise income tax FREGEMEH

The tax charge represents income tax in the PRC which is calculated
at the prevailing tax rate on the taxable income of the subsidiaries
established in the PRC.

The PRC subsidiaries are subject to the laws of the PRC Enterprise
Income Tax (the “EIT Law") at 25% for both periods. Taxation
arising in other jurisdictions is calculated at the rates prevailing
in the relevant jurisdictions. According to the prevailing tax rules
and regulation of the PRC, the Group is exempted from enterprise
income tax for taxable profit from the operation of agricultural
business in the PRC.

No provision for taxation in Hong Kong has been made as the
Group's income neither arises in, nor is derived from Hong Kong.

Pursuant to the PRC EIT Law, a 10% withholding tax is levied on
dividends declared to foreign investors from the foreign investment
enterprises established in Mainland China. The requirement is
effective from 1 January 2008 and applies to earnings after 31
December 2007. A lower withholding tax rate may be applied
if there is a tax treaty between China and the jurisdiction of the
foreign investors. For the Group, the applicable rate is 5% or 10%.
Deferred taxation has not been provided for in the condensed
consolidated financial statements in respect of the accumulated
profits of the PRC subsidiaries amounting to RMB3,126,474,000
(31 December 2020: RMB2,836,473,000) as the Group is able to
control the timing of the reversal of the temporary differences and
it is probable that the temporary differences will not reverse in the
foreseeable future.
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8. FEBiFAX

Six months ended 30 June

HEZ6H30HILE~EA
2021 2020
20214 20204
RMB’'000 RMB’000
AR%T T AREET T
(unaudited) (unaudited)
(REEZ) (CREczE1Z)
420 276

T8 TR 9 ST HE AR 10 P B B SZ 9 B B 2 R B B SR B
WARBRITH R RO PSR -

TEMNBAREETPREEEMFIE(LE
FRSTUE D stz M B HAR 1225 % M B R 1 -
HprE R EENRADRIEABAEER
BIIMEE - REBEPEBITREREE
B ARERTERERERBTELNERM
i MR RS -

TERBAEGAFELEE  RRERAKERE
AW BEELWATERERTEZWA -

BIERRPEMEHE - A H BRI &5
BREMIGEREESTRREEHMMNI0%H
FEHT o LM T HE2008F 1 A1BREER - I
BERAK2007F12A31BENEF o s EE
SNEIREE A AR E] S T BIBGL - Al
AFAERENBRE - NREBMNEALLE A%
H10% - WABFEWBE AT R AFAR
#3,126,474,0007C (2020512 A31H : AR
2,836,473,0007T) 4R & BT 5 ¥R = LR A F1 18
TERBE - TDERRASE T s E B R =
BENRRAERZEEREZEN R B RAgEr S
R E o



10.

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

DIVIDENDS

During the current interim period, a final dividend of HK2.43 cents
per share in respect of the year ended 31 December 2020 (2020: nil)
was declared and paid to owners of the Company. The aggregate
amount of the final dividend declared and paid in the interim period
amounted to HK$171,945,000 (equivalent to RMB142,532,000)
(2020: nil) and was appropriated from the Company’s distributable
share premium.

EARNINGS PER SHARE

The calculation of the basic and diluted earnings per share
attributable to owners of the Company is based on the following
data:

10.

MRS MR RINEE

For the six months ended 30 June 2021
B E202156 A30H XA A

’E

PR EAHEARS - AL Z 20205128318 IEFE
MARBER AT IR MRS ZA2.43800 2 K
HARZ B (20204F : #%) - R HAHARMI SR IR AY
FRHEARS B 4258 5171,945,000/8 T (HHE R AR
#142,532,0007T) (20204 : ) - T HARRQ A
Al D IRE AR 0 m (B R BT o

ZREAEF
AR TGE A FRER RSB THRE

AT BB -

Six months ended 30 June

HZ6H30BLLAEA
2021 2020
20214 20204
RMB’000 RMB’000
AR®T T AREET T
(unaudited) (unaudited)
(REER) (REEFEZ)
Profit bl
Profit for the purposes of basic and diluted ARG ESREAR R EER TR
earnings per share il 496,698 220,736
Six months ended 30 June
B ZE6H30H LL<EA
2021 2020
20215 20204
(unaudited) (unaudited)
(REER) (REEEZ)
Number of shares 1D EB

Weighted average number of ordinary shares AR &+ EH A E AR 2 F| 89 I @A%

for the purpose of basic earnings per share hnEF 98k

Effect of dilutive potential ordinary shares: BEEE T mRNTEE
Share options B
Share awards A&7 22 Eh

The number of shares adopted in the calculation of the basic
earnings per share has been arrived at after eliminating the unvested
shares of the Company held under the Company’s share award
scheme.

6,970,881,004 6,363,900,590

- 3,568,516
5,398,716 8,778,377

6,976,279,720 6,376,247,483

AHEEBRERBRNARANRNDEEREHEA
RERGD R ER T HANARAREBR
NIRFH °
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

MRS MW RMEE

For the six months ended 30 June 2021
HE2021F6 A30H IE/XEA

11. BIOLOGICAL ASSETS

The fair value less costs to sell of dairy cows at the end of the

reporting period is set out below:

1. £EYEE

T

BE ¥R BA 8 R B9 FL A4 2 T (DR BH B A AR #5140

30 June 31 December

2021 2020

20214 20204

64308 12A31H

RMB’000 RMB’000

AR® T AREET T

(unaudited) (audited)

(REER) (5B 2%)

Milkable cows e 4,854,439 5,084,343
Heifers and calves N RN 2,229,500 2,016,900
Total dairy cows FLA4-4a5T 7,083,939 7,101,243

AEECDZBEHEBRTEEFERERERA
ABYEXGEAR BHEFGEAREEIL T
A F1E - EE A FEMRBGHERMREER
AR E 28 ABURR BN 22

The Group has engaged Jones Lang LaSalle Corporate Appraisal
And Advisory Limited, an independent firm of professional valuer,
to assist it in assessing the fair values of the Group’s dairy cows. The
valuation techniques used in the determination of fair values as well

as the key inputs used in the valuation models are disclosed in Note

22.

12. TRADE AND OTHER RECEIVABLES AND

12. B E 5 MR I H A AR LR IR BA R

ADVANCED PAYMENTS T RIR
30 June 31 December
2021 2020
20214 20204
6A30H 12A31H
RMB’000 RMB’000
AR® T AREET T
(unaudited) (audited)
(REER) (R EZ)
Trade receivables FE U B 5 BR K 587,883 639,768
Less: allowance for credit losses B EEEERE (8,483) (8,483)
579,400 631,285
Advanced payments for feeds, materials gk - MR RIRBRE R

and insurance 66,425 47,736
Input value added tax recoverable AU [o] 4 T I (A FY 2,946 2,938
Receivables from disposal of subsidiaries H 65 BB A ) A FE W R IE - 7,406
Advanced payments for acquisition of W RS I A I B TE A 5108 (=)

a subsidiary (Note i) 169,500 -
Short term loan receivables (Note ii) RS AR U E R (B REN) 4,004 8,092
Others HAth 13,005 9,202

835,280 706,659

Analysed as: BTN D
Current BNEA 665,780 706,659
Non-current JEBNHR 169,500 =
835,280 706,659

CHINA MODERN DAIRY HOLDINGS LTD.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

12. TRADE AND OTHER RECEIVABLES AND
ADVANCED PAYMENTS (Continued)

Notes:

On 8 April 2021, Modern Farming (Group) Co., Ltd. (“Modern
Farming”), a non-wholly owned subsidiary of the Company, entered
into a sale and purchase agreement (the “SPA") with Asia Dairy
Fab Ltd. (the “Seller”) and Zhongyuan Muye Company Limited
(“Zhongyuan”) to acquire 100% equity interests in Zhongyuan
(the “Acquisition”). In April 2021, the first tranche payment of
RMB 169,500,000 was paid to the Seller according to the SPA. The
Acquisition was subsequently completed in July 2021. Details of the
Acquisition are set out in the Company’s announcement dated 23 July
2021.

On 18 September 2020, Modern Farming (Chabei) Co., Ltd. (“Chabei"),
a wholly-owned subsidiary of Modern Farming, entered into a loan
agreement with a third party under the direction of local government,
pursuant to which, Chabei provided a loan of RMB8,000,000 to the
third party. The loan is unsecured and bears interest at 5.225% per
annum and would mature in 8 months. In June 2021, RMB4,000,000
was repaid and the remaining amount was extended to December
2021 pursuant to a supplemental agreement.

Trade receivables at the end of the reporting period principally
represent receivables from sales of raw milk. The Group normally
allows a credit period of 30 days to its customers.

The following is an aged analysis of trade receivables, net of
allowance for credit losses, presented based on the invoice dates at
the end of the reporting period, which approximated the respective
revenue recognition dates at the end of the reporting period:

Trade receivables
= within 30 days

FEWE 5 IR X
~30KRAR

MRS MR RINEE

For the six months ended 30 June 2021
B E202156 A30H XA A

12. B E 5 IR H A R W IR A K
BNRE @@

ff

R

i.  H2021F4A88  AARIEEEMBARENR
WEGEBE)ARAR(RAKED EPEE2EK
MEROBRARTESDRFTHRESBRA
AR TN EEG=(EEHED - LIKE
FIT100% MR AE (W EEIE]) - R202164A -
F— R AR 169,500,000 BRI E B #
MIXNTER c WEEHEEERN2021F7A%
B o W EEZ FBHRARRBHIA202146F
7HA23BZ2RA% °

i. F202069A18H  BRKE(EE)ME2EMN
BARBRRKMEERIL)BRAR (TR EM
FRFEBRETRE=FILERGZE - Bt
24t m =7 et AR #8,000,000 TR E K ©
ZEBRRERTPLIRFFES 225%E
BEBRANEAREE - R2021F6 AEEAR
¥4,000,0007T &4 N EIBEH T HRETHE
2021128 °

U S BAFE R 0 JE W B B BR R AR H & R FL )
MEWFIR - AEERER THEEF30KRNE

IR EE R MM R 3 R B 8 (R E AR A R
AR BHESE) 250 REE Z KRR E0RE
EEERFNRESTAT

30 June 31 December
2021 2020
20214 2020%F
6H30H 12A31H8
RMB’000 RMB'000
AR®T ARBET T
(unaudited) (audited)
(REEER) (EEZ)
579,400 631,285
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

MRS MW RMEE

For the six months ended 30 June 2021
HE2021F6 A30H IE/XEA

13. OTHER FINANCIAL ASSETS

Structured bank deposits EREIRITER

The balances represented short-term deposits placed within
reputable banks in the PRC with variable interest rate determined
by reference to foreign currency exchange rate or gold price
movement. These deposits are stated at FVTPL.

14. IMPAIRMENT ASSESSMENT ON FINANCIAL
ASSETS SUBJECT TO EXPECTED CREDIT LOSS
MODEL

Impairment loss recognised (reversed) in
respect of

Trade receivables EUE BRI
Other receivables E b UGB

The basis of determining the inputs and assumptions and the
estimation techniques used in the condensed consolidated financial
statements for the six months ended 30 June 2021 are the same as
those presented in the Group’s annual financial statements for the
year ended 31 December 2020.

CHINA MODERN DAIRY HOLDINGS LTD. INTERIM REPORT 2021

13. HitEREE

30 June 31 December
2021 2020
20214 2020%F
6H30H 12A318
RMB’000 RMB’'000
AR®T T ARBET T
(unaudited) (audited)
(REER) (EEZ)
50,359 50,000

S BIRTEHON o B BT SR 170 TS MR -
TRAL SN EEL RS EEDERE - %
SR ATE AIBATIE -

14. REFAMEEEREEANESRMEE
=R R

Six months ended 30 June

FhOA T FORAER (B ) MREE 1R

HZE6A30H L AEA
2021 2020
20214 20204
RMB’000 RMB’000
AR®T AREF T
(unaudited) (unaudited)
(REEZ) (REEFEZ)
- (100)
64 90
64 (10)

HZE2021F6A308 1L/~ E A MRS B
HEPAANBEEASIBUARBREGT
SRHELE AR E B H E2020F12 8318 (HFfE
WEEV SRR RERR -



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
HBGRE M BB R

For the six months ended 30 June 2021
B E202156 A30H XA A

15. DERIVATIVE FINANCIAL INSTRUMENTS 15. STE€mIT A
Assets Liabilities
BE =L
30 June 31 December 30 June 31 December
2021 2020 2021 2020
20214 2020%F 20215 20204F
6H30H 12A31H 6H30H 12H31H
RMB’000 RMB’000 RMB’000 RMB’000
AR¥T AREF T AR¥F AREET T
(unaudited) (audited) (unaudited) (audited)
(REEEFR) (&%) (REEER) (&= =Z)
Interest rate swaps (Note i) A =R 3 2R (B 5E0) - = (30,292) (52,264)
Foreign currency forward SNERARA LY
contracts (Note i) (B 3D 7.313 11,145 (408) =
Foreign currency option SMNEHAES X
contracts (Note ii) GED) - - (58,886) (31,074)
7,313 11,145 (89,586) (83,338)
Analysed as: PTA
Current Vi) 7,313 11,145 (58,605) (59,338)
Non-current JERED - = (30,981) (24,000)
7,313 11,145 (89,586) (83,338)
Notes: MsE
Key terms of the interest rate swaps are as follows: i. FEFHEEHEZAT -
Nominal amount Swaps
EESE HEH

At 31 December 2020 and 30 June 2021
R20204F 12H31H K2021F6 A30H

US$200,000,000 From LIBOR to 0.66%—0.945%

200,000,000% 7T BimBERTTRIHIF 8 20.66%%0.945%

US$42,300,000 From LIBOR+1% to 1.50%—1.90%

42,300,000 7T BRBERTTRERE+1%E1.50%%1.90%

HK$1,500,000,000 From HIBOR to 2.59%~2.62%

1,500,000,0007% 7T BEBRITAEREE259%%2.62%

The Group entered into several interest rate swap contracts with REBEE FRITRI LA TRXREHEL - S
certain banks to hedge the risk of interest rate fluctuation arising from FHIZFBFERARITERE LR KSR - 54
certain bank loans at floating interest rates. The fair value changes of B A FEEZBZ25) AR INBRAEE KA o

the swaps were presented as addition or deduction of finance costs.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

MRS MW RMEE

For the six months ended 30 June 2021
HE2021F6 A30H IE/XEA

15. DERIVATIVE FINANCIAL INSTRUMENTS (Continued) ~ 15.

Notes: (Continued)

ii. Key items of the foreign currency forward contracts and the foreign
currency option contracts are as follows:

Nominal amount

BEREH

TTE€mI A

BieE - (&)

SNERHIEHRINEREANTEBRBNT ¢

Forward exchange rates

EHER

At 30 June 2021
R202146 H30H
HK$917,250,000
917,250,000/ 7T
US$117,000,000
117,000,0003% 7T

At 31 December 2020
R2020612H31H
HK$1,230,390,000
1,230,390,0008 7T

US$0.1274 to US$0.1279: HK$ 1
0.1274%TE0.1279F TR 1B T
HK$7.7680: US$1
7.76807 T 5%, 17T

US$0.1274 to US$0.1280: HK$ 1
0.1274%JCZ0.1280% T H 1B T

Nominal amount Type Position Prices

ZESHE - Eidl #E/ KA Eig

At 30 June 2021

R2021F6H30H

US$334,300,000* Call Long RMB6.7000 to RMB6.9550: US$1

334,300,000 JT* R E AR#6.700070E AR #6.95507T %1570
Put Short RMB6.7000 to RMB6.9550: US$1
B R AR#6.70007CE AR ¥E6.95507T 34 1€ 7T
Call Short RMB7.1000 to RMB7.3000: US$1
R b9 ARHE7.1000E ARKE7.30007T 34 1€ 7T

At 31 December 2020

2020125318

US$257,000,000* Call Long RMB6.7000 to RMB6.8790: US$1

257,000,0003 70 * Bk e AR#6.70007TE AR ¥E6.87907T K 13E 7T
Put Short RMB6.7000 to RMB6.8790: US$1
Rl b9 AR¥6.7000E ARKEG6.87907T K 135 7T
Call Short RMB7.1000 to RMB7.3000: US$1
R KB AR#7.1000tE ARE7.30007T %157

* These are currency call/put option portfolios.

The Group entered into several foreign currency forward contracts
and foreign currency option contracts with certain banks to hedge
the currency risk arising from certain of its bank loans denominated in
US$ and HK$. The fair value changes of the foreign currency forward
contracts and the foreign currency option contracts were recognised in
other gains and losses.

ii.  The valuation techniques used in determination of fair values of the

interest rate swaps, foreign currency forwards and foreign currency
options are disclosed in Note 22.
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AEEEE TRITRI LA TINERRE K RINEEE
ASHHE T UERT B THENRITERES
MEERR - INERBA N RINERES NN ATFE
SHNEMUE REEFER -
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16. TRADE AND OTHER PAYABLES

17.

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

The following is an analysis of trade payables by age, presented
based on the invoice date and the analysis used by the Group’s
management to monitor the Group's financial position.

Trade payables
= within 60 days
— beyond 60 days but within 120 days
— beyond 120 days but within 360 days
— beyond 360 days

Bills payable (Note i)

Payables for acquisition of property, plant
and equipment

Accrued staff costs

Advanced payments from disposal of
dairy cows

Others (Note ii)

Notes:

SRS M BRERME
For the six months ended 30 June 2021
B E202156 A30H XA A

16. B+ B B IR KR H A FEA 7R

e 8 5 BRK
~60R AR
~ BBE60RIER 120K AN
~ B8 120R B 360K AR
~ HBE360K

EAES G

FEf IR
fEFT B TR
B E LA WA

H b (B R

fi o -

Bills payable are mature within twelve months from the respective i

issuance dates.

ii. Included in the balance is an amount of RMB228,886,000, being ii.
payments received on behalf of certain individuals during the period,
that are not related to investing nor financing activities of the Group
and the related cash flows are accordingly classified under operating
activities in the condensed consolidated statement of cash flows.

BANK BORROWINGS

During the current period, the Group obtained new bank
borrowings amounting to RMB1,785,527,000 (six months ended 30
June 2020: RMB2,459,100,000) and repaid RMB2,420,537,000 (six
months ended 30 June 2020: RMB1,772,996,000).

AT RIREEREIDORNE RIS - R
REHEN - BZOMBEAKREERERFE
BASE RSN o

30 June 31 December
2021 2020
20215 2020%F
6H30H 12A31H
RMB’000 RMB’000
AR®T R AREFTT
(unaudited) (audited)
(REER) (EEZ)
446,200 610,589
154,806 146,753
33,102 44,539
14,570 15,015

963 15,659
649,641 832,555
145,977 217,521
129,898 212,269
11,458 27,093
331,474 121,348
1,268,448 1,410,786

ENREREBBTASBEF T _EAARNE
o

HEFPEERRETEAARGANBKRHRIEBEA
R#228,886,0007T + M FEELAN S B A)15% & 5
MEETEER  AERESREAMRERLEEE
SREBRTOERKEEEHET -

17. SR1TER

RAME  AEEESHERITERARE
1,785,527,000 T (B 20205 6 A30H [E /<@
A : AR#2,459,100,0007T) ' WEEEAR
#2,420,537,0007C (8 £2020% 6 A30H 1E/5 1@

A AE#1,772,996,0007T) °
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

MRS MW RMEE

For the six months ended 30 June 2021
HE2021F6 A30H IE/XEA

17. BANK BORROWINGS (Continued)

As at 30 June 2021, bank borrowings are denominated in the
following currencies:

us$ ETT
HK$ BT
RMB AR

The bank borrowings comprised:

Fixed-rate borrowings EEER
Variable-rate borrowings FEAER

The annual interest rate of the bank borrowings during the current
period ranged from 1.50% to 4.57% (six months ended 30 June
2020: 0.66% to 5.00%).
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17. SRITER@®

R2021F6830H @ BITERATI EEEET

# :

30 June 31 December
2021 2020
20214 20204
6H30H 12A31H
RMB’000 RMB'000
ARET T ARBET T
(unaudited) (audited)
(REER) (EEZ)
1,551,361 1,570,957
526,850 1,031,784
2,913,887 3,039,585
4,992,098 5,642,326

RITEREE
30 June 31 December
2021 2020
20214 20204
6A30H 12H31H
RMB’000 RMB’000
AR¥T T ARETF T
(unaudited) (audited)
(REEX) (&FEZ)
2,282,595 2,230,939
2,709,503 3,411,387
4,992,098 5,642,326

RARE @ RITERNEFNENF1.50%F
4.57% (B Z=2020F6A30H IE/<1EA : 0.66%

Z5.00%) °



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
HBGRE M BB R

For the six months ended 30 June 2021
B E202156 A30H XA A

18. SHARE CAPITAL 18. 2
Number of Share
shares capital
RHEE [N
‘000 HK$'000
F A& FHT
Ordinary shares of HK$0.1 each RO 1B EBER
Authorised ETE
At 1 January 2020 and 30 June 2020, 7202041 18 & 20204
1 January 2021 and 30 June 2021 6H308 20211 A18 &
20216 H30H 10,000,000 1,000,000
Issued and fully paid BEITREE
At 1 January 2020 and 30 June 2020 7202051 A 1H X 202096 HA30H 6,407,635 640,764
At 1 January 2021 R2021FE1H1H 6,458,566 645,857
Issue of ordinary shares (Note) BT mR () 650,000 65,000
At 30 June 2021 7202146 4308 7,108,566 710,857
30 June 31 December
2021 2020
20214 20204
6H30H 12A31H
RMB’000 RMB’'000
AR®TT ARKETTT
(unaudited) (audited)
(REEER) (&FEZ)
Presented as 2575 609,758 555,535
Note: On 27 January 2021, an aggregate of 650,000,000 new shares with MizE : 20211 H278 + A2 A4 650,000,000
par value of HK$0.10 each of the Company have been placed to REREEC.10B T RN EEREMR2.40
certain independent third parties at the placing price of HK$2.40 per BTHEEERNE TEBLE=-ARE 8%
share, resulting in an increase of the share capital of HK$65,000,000 AE AN HN165,000,0008 T (FHERH AR
(equivalent to approximately RMB54,223,000). An amount of 54,223,0007T) ° 1,487,200,0007% 7T (A& 1
HK$1,487,200,000 (equivalent to approximately RMB1,240,622,000), #ANR¥1,240,622,0007T) - BN & FIEFI1S
being the excess of the net proceeds from the placing of FIEFEE1,552,200,0007% 7T (FHE R AR
HK$1,552,200,000 (equivalent to approximately RMB1,294,845,000) 1,294,845,0007T) #8 1 ¥ AR ) E A #3895 B 51
over the par value of the new shares, was credited to share premium. ARMDEE - ZEHRORABETEEEM
These new shares rank pari passu with other shares in issue in all BROZEBEREHAL - RARGEFEE FIE
respects. The Company intends to apply the net proceeds from the FEREFERARNERERRAERIEREE
placing on infrastructure development and herd expansion, potential B[R BEHER—REEES -

mergers and acquisitions and general working capital.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
18R 5 & R 35 8 2R P o

For the six months ended 30 June 2021
H=E2021F6H308 LXEA

19. SHARE-BASED PAYMENTS 19. AR AR

(a) BAHE(RE) EREE

(a) Modern Farming Option Scheme

(b)

On 31 October 2010, the Company granted to two directors
and one senior management member of Modern Farming
a total of 87,412,507 share options of the Company for nil
consideration and with an exercise price of HK$0.86 per
share (the "Management Options") which would expire
on 29 October 2020. All of the outstanding 50,930,832
Management Options as at 1 January 2020 was exercised on
27 August 2020.

Share Award Scheme

0]

CHINA MODERN DAIRY HOLDINGS LTD.

Share Award Scheme |

On 9 September 2016 (the “Adoption Date |”), the
Company adopted a share award scheme (the ”
Share Award Scheme |1”) to motivate and award the
contribution of certain members of management and
eligible employees of the Group. Subject to any early
termination as may be determined by the Board, the
Share Award Scheme | is valid and effective for a period
of 5 years commencing on the Adoption Date |. The
shares to be awarded under the Share Award Scheme |
will be acquired by the Company through Dairy Fortune
Limited (“Dairy Fortune”) which is 100% owned by Dairy
Fortune (PTC) Limited (the “Trustee”) from the open
market by cash contributed by the Group under the
directions of the Company and will be held in trust for
the relevant selected participants until such shares are
vested.

Based on the trust arrangements among the Company,
the sole shareholder of the Trustee and the Trustee, the
Company is able to control the Trustee and its subsidiary,
Dairy Fortune, pursuant to IFRS 10 Consolidated Financial
Statements. Therefore, the Group accounts for the
Trustee and Dairy Fortune as consolidated structured
entities. The ordinary shares of the Company held by
Dairy Fortune are accounted for as a debit to the Group's
reserve and are presented under the account of “Shares
held under the Share Award Schemes” in the condensed
consolidated financial statements.

INTERIM REPORT 2021

(b)

H2010F10A318 » ARRIAZEREM
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

19. SHARE-BASED PAYMENTS (Continued)

(b) Share Award Scheme (Continued)

()]

Share Award Scheme | (Continued)

On 21 April 2017 (the “Grant Date 1”), a total number
of 35,969,000 shares (“Share Award ") were granted to
the selected participants. Out of the total shares granted,
6,637,000 Award Shares | were granted to certain
members of management (the “Award Shares A"), which
would vest in the third anniversary of the Grant Date |
provided that certain performance and service conditions
are met.

A total number of 5,325,000 shares of Award Shares A
were vested to certain members of management during
the six months ended 30 June 2020, and the difference
of RMB3,731,000 between the RMB5,468,000 share
award reserve and RMB9,199,000 shares held under
the Share Award scheme | for the shares vested was
recognised to retained earnings.

The remaining 29,332,000 Award Shares | were granted
to the certain members of management and the eligible
employees (the “Award Shares B”), of which 21,011,000
shares were vested during 2019.

The Group recognised a share award expense of
RMB559,000 in respect of the Share Award | during the
six months ended 30 June 2020.

MRS MR RINEE

For the six months ended 30 June 2021
B E202156 A30H XA A

19. IR B TS F @)

(b) R RBEF &I

(0]

R 13 R B &N ()

M2017F4 8218 ((HFEBHD) - &
$£35,969,0008% B 15 ([ B 7 22 8h 1)
BTPETLEE - RATARLRD
#F -+ 6,637,0000% 52 Eh A% 7 ([ 22 Eh A%
DANBRFETERERKE » RIFH
BHINE=FARFTEE  HEAFS
BT RBARBRBEGEE -

HE2020F6 308 IEANEA - A
5,325,000/ SEENIR D AR BN E T
ERERE  RORBEBEARE
5,468,000 £ 3t F7 85 /8 Ak 10 1R 1% A%
1 82ENET EIIF B M A R #59,199,000
TRHOZ2EHNEZEESEARE
3,731,000 MR B B FFERR o

#£T729,332,000/0% B DX T B T
EREKE A ERREE (HEKRD
BI) - H21,011,0008% A% 772019
FRREB -

NEB G E20209F6 A308 [E/NE
A B SRR (7 SRR A
R#559,0007T °
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
18R 5 & R 35 8 2R P o

For the six months ended 30 June 2021
H=E2021F6H308 LXEA

19. SHARE-BASED PAYMENTS (Continued) 19. UGB FHAFR @)

(b) Share Award Scheme (Continued) (b) BRPERFEI(E)

(1) Share Award Scheme Il my EoEEN

On 26 March 2018 (the “Adoption Date IlI"), the
Company adopted a share award scheme (the ”
Share Award Scheme II”) to motivate and award the
contribution of certain members of management and
eligible employees of the Group. Subject to any early
termination as may be determined by the Board, the
Share Award Scheme Il is valid and effective for a period
of 10 years commencing on the Adoption Date Il. The
shares to be awarded under the Share Award Scheme Il
will be acquired by the Company through Dairy Fortune
from the open market by cash contributed by the Group
under the directions of the Company and will be held
in trust for the relevant selected participants until such
shares are vested. The maximum number of shares
which may be purchased by the Trustee is set at no more
than 1% of the number of issued ordinary shares of
the Company at the preceding annual general meeting.
As at 31 December 2019, based on the Company’s
instructions, the Dairy Fortune had purchased a total
of 39,962,000 ordinary shares of the Company on
open market at a total consideration of approximately
HK$51,759,000 (equivalent to RMB43,988,000). During
the six months ended 30 June 2020, the Dairy Fortune
purchased another 20,000,000 ordinary shares from the
open market at a total consideration of approximately
HK$17,255,000 (equivalent to RMB15,763,000) and the
number of ordinary shares purchased by Dairy Fortune
under Share Award Scheme Il increased to 59,962,000
shares (the “Award Shares I1").

(lI-i) Share Award Il-i

On 8 January 2020, a total number of 20,000,000
Award Shares Il (“Share Award II-i”) were granted
to the selected participants. If certain performance
and service conditions are met, out of the total
shares granted, 10,000,000 Award Shares Il would
be vested on 21 April 2020 (the “Award Shares
C"). The remaining Award Shares Il of 10,000,000
would be vested on 21 April 2020 with one year
lock-up period beginning from the vesting date (the
“Award Shares D").
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

19. SHARE-BASED PAYMENTS (Continued)

(b) Share Award Scheme (Continued)
() Share Award Scheme Il (Continued)
(l-i)) Share Award II-i (Continued)

The fair values of Award Shares C and Award
Shares D determined at the date of grant using
Asian Option Model were HK$10,993,000
(equivalent to RMB9,821,000) and HK$10,089,000
(equivalent to RMB9,013,000), respectively.

The following assumptions were used to calculate
the fair values of the Award Shares C and Award
Shares D:

Grant date share price
BB ERRE

Strike Price

17128

Risk-free interest rate
#  B 1)

Remaining restrict period
I BRBR HA

Expected volatility
TR 1R

Expected dividend yield
Ta EARR B as

Option value

FBAEEE

Expected volatility was determined by using the
historical volatility of the Company’s share price.

SRS M BRERME
For the six months ended 30 June 2021
B E202156 A30H XA A

19. IR XS B R @)
(b) M4 EE@H&(E)
m ReEBEBNGE)
(11-i) B 17 ZBI-i(5E)

SRR D C R SEEN AR (D DA R
HEE AR M AR EE
B AF{ED FI 410,993,000/
T(HEE R ARK9,821,0007T)
110,089,000 T (HHER AR
#9,013,0007T) °

KA TMRRTEEZR R DCR
BRI DEY A FE

Award Shares C Award Shares D

SRR C RENRHBD
HK$1.14 HK$1.14
11487 11487
HK$1.14 HK$1.14
1.14% 7T 1.14%8 7T

2.03% 1.77%
2.03% 1.77%
0.28 1.28
0.28 1.28
30.26% 46.51%
30.26% 46.51%
0.00% 0.00%
0.00% 0.00%
HK$0.04 HK$0.13
0.04%& 7T 0.13% 7T

TR IR T E AR B BB
ESLRIBEE °
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
HHEE M BB R

For the six months ended 30 June 2021
HE2021F6 A30H IE/XEA

19. SHARE-BASED PAYMENTS (Continued) 19. UGB FHAFR @)

(b) Share Award Scheme (Continued) (b) BRPERFEI(E)
() Share Award Scheme Il (Continued) an KR@oEERNGE)

(lI-i) Share Award Il-i (Continued) (1I-i) BR172EBN-i(%8)

The variables and assumptions used in computing
the fair values of the share options are based on the
best estimates of the Directors. Changes in variables
and assumptions may result in changes in the fair
value of the Award Shares C and Award Shares D.

The Group recognised a share award expense of
RMB18,759,000 in respect of the Share Award II-i
during the six months ended 30 June 2020. A total
number of 19,918,802 shares of Award Shares
C and Award Shares D was vested to selected
participants during the six months ended 30 June
2020, and the difference amount of RMB1,602,000
between the RMB18,759,000 share award reserve
and RMB20,361,000 shares held under the
Share Award scheme Il for the shares vested was
recognised in retained earnings.

(ll-ii) Share Award Il-ii

On 27 March 2020, a total number of 20,000,000
Award Shares Il (“Share Award Il-ii"”) were granted
to the selected participants. If certain performance
and service conditions are met, out of the total
shares granted, 10,000,000 Award Shares Il would
be vested on 21 April 2021 (the “Award Shares
E”). The remaining Award Shares Il of 10,000,000
would be vested on 21 April 2021 with one year
lock-up period beginning from the vesting date (the
“Award Shares F").
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

MRS MR RINEE

For the six months ended 30 June 2021
HZE2021%F6H30H LA A

19. SHARE-BASED PAYMENTS (Continued) 19. UGB AR @)

(b) Share Award Scheme (Continued)
() Share Award Scheme Il (Continued)
(ll-ii) Share Award Il-ii (Continued)

The following table discloses movements of the

(b) BRPERFEI(E)
an RRGEBNGE)
(I1-ii) 2 17 Z& Bpll-ii (&)

TRREZB A DERERR D

Award Shares E and Award Shares F during the FRA e i HA A e ) 2
reporting period:

Outstanding Forfeited Vested Outstanding
as at during during as at
Category Ehl 1 January 2021 the period the period 30 June 2021
120215 M20215F
118 64308
ie RAT AR W HAEE fef RATE
Award Shares E AR INE 9,320,000 (524,100) (8,795,900) -
Award Shares F HEBANF 9,320,000 (524,100) (8,795,900) -
18,640,000 (1,048,200) (17,591,800) -
Outstanding Granted Forfeited Outstanding
as at during during as at
Category 5l 1 January 2020 the period the period 30 June 2020
720204 #20204F
1A18 6H30H
i ARITEE HR&R T HIRR I 8 AT 52
Award Shares E HEBANF - 10,000,000 (280,000) 9,720,000
Award Shares F RERE - 10,000,000 (280,000) 9,720,000
- 20,000,000 (560,000) 19,440,000

The fair values of Award Shares E and Award Shares
F determined at the date of grant using Asian
Option Model were HK$6,010,000 (equivalent to
RMB5,459,000) and HK$5,813,000 (equivalent to
RMB5,281,000), respectively.

HENAR D ER BRI 5 PR H A 3
FARBMNHEEEXNEETNATE
53 5l /6,010,000 7T (FHE A A REE
5,459,0007T) 15,813,000/ 7C (B &
R ARES,281,0007T) °
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
HHEE M BB R

For the six months ended 30 June 2021
HE2021F6 A30H IE/XEA

19. SHARE-BASED PAYMENTS (Continued) 19. UGB FHAFR @)

(b) Share Award Scheme (Continued)

() Share Award Scheme Il (Continued)

(ll-ii) Share Award Il-ii (Continued)

(b) BxfoiEB =T8I
an BEERNGE)

(I1-ii) % 17 2& B ll-ii (&)

The following assumptions were used to calculate
the fair values of the Award Shares E and Award
Shares F:

Grant date share price
R B AR E

Strike Price

17128

Risk-free interest rate
2 1 i 1|

Remaining restrict period
I BRFR 57

Expected volatility

TR B 8

Expected dividend yield
T8 Bk B e

Option value

BIEEE

Expected volatility was determined by using the
historical volatility of the Company’s share price.

The variables and assumptions used in computing
the fair values of the share options are based on the
best estimates of the Directors. Changes in variables
and assumptions may result in changes in the fair
value of the Award Shares E and Award Shares F.

The Group recognised a share award expense of
RMB1,958,000 in respect of the Share Award Il-ii
during the current period (for the six months ended
30 June 2020: RMB2,659,000). A total number of
17,591,800 shares of Award Shares E and Award
Shares F was vested to selected participants during
the current period, and the difference amount of
RMB4,418,000 between the RMB9,447,000 share
award reserve and RMB13,865,000 shares held
under the Share Award scheme Il for the shares
vested was recognised in retained earnings.
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SRA AT B AR 3 B SRR ER
SRR AP AT

Award Shares E  Award Shares F

RERDE RERADF
HK$0.68 HK$0.68
0.68% 7T 0.68% 7T
HK$0.68 HK$0.68
0.68% 7T 0.68% 7T

0.62% 0.63%
0.62% 0.63%
1.07 2.07
1.07 2.07
49.34% 44.66%
49.34% 44.66%
0.00% 0.00%
0.00% 0.00%
HK$0.08 HK$0.10
0.08/& 7T 0.10/8 7T

TBHR IR T E AR BB
ESLRIBEE -

AR EBERATENEE
RBRREEBOREET A
. HERBRNED T
&8 BB E R B R (A F
ATENRED -

RAEME  AEEZKKMDE
BhI-TFE R BB A AR
#1,958,000 (B £20204F
6HA30BILEANMEA : ARK
2,659,0007T) - RANEAfE - &
#£17,591,8004% 82 B i% 17 E )z 42
BIRMOFEBREE2HEE - IR
1 S2EN i A R #59,447,0007T
BB 55 B AR 10 AR IR AR 17 22 B
sHEINE A AR 13,865,000
TRHZENEESEARE
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
HBGRE M BB R

For the six months ended 30 June 2021
B E202156 A30H XA A

19. SHARE-BASED PAYMENTS (Continued) 19. UGB AR @)

(b) Share Award Scheme (Continued) (b) BRPERFEI(E)
() Share Award Scheme Il (Continued) an KR@oEERNGE)

(I-iii) Share Award Il-iii (I-iii) A% 17 2 Bhll-iii

On 25 March 2021, a total number of 23,200,000
Award Shares Il (“Share Award ll-iii”) were granted
to the selected participants. If certain performance
and service conditions are met, out of the total
shares granted, 11,600,000 Award Shares Il will be
vested on 31 March 2022 (the “Award Shares G").
The remaining Award Shares Il of 11,600,000 will
be vested on 31 March 2022 with one year lock-up
period beginning from the vesting date (the “Award
Shares H").

The following table discloses movements of the
Award Shares G and Award Shares H during the
reporting period:

M®2021%3 8258 &4
23,200,000/% 82 B A& {5 11 ([ F
BB B TFETRE
HoWMFEAEATREALRRB K
- BIRFTAERERGF
11,600,000 /% S B % 19 1148
MR2022%43A31BEB ([
BRMHG]) - A TREIRHD
1111,600,0008% # 72202243 A
JNRRE  EEHAEREHR
Bt —F (@R G H]) -

/|

=

B S

/I

TRIBEEHRGGREDR
{7 HI FE 3R E R 2

Outstanding Granted Forfeited Outstanding

as at during during as at

Category 5l 1 January 2021 the period the period 30 June 2021
A20214F 720215

1818 64308

i RATHE HAREH HRR W i RATE

Award Shares G REIRMNG - 11,600,000 (130,000) 11,470,000
Award Shares H HRENR A H - 11,600,000 (130,000) 11,470,000
- 23,200,000 (260,000) 22,940,000

The fair values of Award Shares G and Award
Shares H determined at the date of grant using
Asian Option Model were HK$18,394,000
(equivalent to RMB15,456,000) and HK$17,529,000
(equivalent to RMB14,730,000), respectively.

HEEN AR 19 G K 52 ) AR 10 H A 5%
HEREREMNNEEENE
EHAFEDRIA18,394,000
BT (FE N AR 15,456,000
7T) X% 17,529,0005 7T (FHE 1
AR #14,730,0007T) °
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
HHEE M BB R

For the six months ended 30 June 2021
HE2021F6 A30H IE/XEA

19. SHARE-BASED PAYMENTS (Continued) 19. UGB FHAFR @)

(b) Share Award Scheme (Continued) (b) BRPERFEI(E)

() Share Award Scheme Il (Continued) an KR@oEERNGE)

(Il-iij) Share Award Il-iii (Continued)

The following assumptions were used to calculate
the fair values of the Award Shares G and Award

Shares H:

(11-iii) AR 17 2€ Bpll-iii (%)

RANTRZEEZBRMNG
R EZEANHE X FAE

Award Shares G Award Shares H

RERHG 52 B AR P H
Grant date share price HK$1.86 HK$1.86
X A AR(E 1.86/8 7T 1.86/8 7T
Strike Price HK$1.86 HK$1.86
1T1EE 1.8678 7T 1.8678 7T
Risk-free interest rate 0.09% 0.15%
£ 1 P N 0.09% 0.15%
Remaining restrict period 1.02 2.02
I BRIR 57 1.02 2.02
Expected volatility 61.88% 55.29%
& HA R b 61.88% 55.29%
Expected dividend yield 1.30% 1.30%
Ta EARR Bl e 1.30% 1.30%
Option value HK$0.27 HK$0.35
BEEE 0.27% 7T 0.35% 7T

BHIR R T A A R X E A
SRR E

Expected volatility was determined by using the
historical volatility of the Company’s share price.

The variables and assumptions used in computing Rt EBEREATFENEE
the fair values of the share options are based on the &ﬁi&%&%%ﬁ’]r@ﬂﬁ aﬂ%
best estimates of the Directors. Changes in variables BEAE - e RBBMES 8
and assumptions may result in changes in the fair m&fﬂﬁﬁﬂﬂx{ﬁG&ﬁﬁbﬂﬁfﬁH
value of the Award Shares G and Award Shares H. NEELHREZS -

RAHARE - AN B LA 1D 22 R
H-iiifE R A0 2R B X AR S
7,057,0007T °

The Group recognised a share award expense of
RMB7,057,000 in respect of the Share Award Il-iii
during the current period.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

19. SHARE-BASED PAYMENTS (Continued)

(b) Share Award Scheme (Continued)

() Share Award Scheme Il (Continued)

(Il-iij) Share Award Il-iii (Continued)

20. CAPITAL COMMITMENTS

Capital expenditure contracted but not

The Group retained a total number of 4,420,482
vesting shares (for the six months ended 30
June 2020: 5,510,525) as a consideration of
approximately HK$8,974,000 (equivalent to
RMB7,584,000) (for the six months ended
30 June 2020: HK$4,519,000 (equivalent to
RMB4,129,000)) for paying the individual income
tax on behalf of those selected participants under
Share Award Scheme II.

MRS MR RINEE

For the six months ended 30 June 2021

HZE2021%F6H30H LA A

19. UGB AR @)
(b) BRPERFEI(E)
) KREENGEE)

(11-iii) AR 17 2€ Bpll-iii (%)

NEERBIR (0 BT B %
FETLEEINEAARSEH
B - (REEA ££4,420,482/% 578
i 7 (E Z 202096 A30H 1E/X
@A : 5,510,525 1EAR(E
#98,974,0008 T (HERAR
#7,584,0007T) (Bl Z=202046
A308 1E7~EA : 4,519,000/%
THHERARYA4,129,000)) °

20. EAEIE
30 June 31 December
2021 2020
20216 20204
6H30H 12A31H
RMB’000 RMB’000
AR®T ARETT
(unaudited) (audited)
(REEER) (EEZ)
MBI - BB KRB ETA
provided for, in respect of acquisition of ERFTHRBEENERRS
101,294 20,238

property, plant and equipment

21. RELATED PARTY TRANSACTIONS

(a) Names and relationship with related parties are as follows:

21. BB LRSS

(a) VAT REEE T 508 & ER AR 77 eV R (R

A shareholder who directly and indirectly held 51.40% of the Company’s

BEMEEFAARARDEITRAS1.40%H AR

Mengniu

issued share capital
=4
Jiangyin Dairy Energy An associate of the Group
LERE AN B B N R
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

MRS MW RMEE

For the six months ended 30 June 2021
HE2021F6 A30H IE/XEA

21. RELATED PARTY TRANSACTIONS (Continued)

(b) At the end of the reporting period, the Group had the

following balances with related parties:

Amounts due from

Mengniu Group
Trade receivables — raw milk
Within 30 days based on invoice date

Amounts due to

Jiangyin Dairy Energy
Trade payables

E4HEE
ISR S8 - A
£ B E 30K AR
STR#RE

BB SR
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21. BB AR5 @)

(b) MERIER - AEBEREB S H T4

£

EWRRIE
30 June 31 December
2021 2020
20215 20204
6H30H 12H31H
RMB’000 RMB’000
AR¥T T AREFTT
(unaudited) (audited)
(REBEX) (&EZ)
493,430 533,750

FEfRRIE
30 June 31 December
2021 2020
20214 20204
6H30H 12H31H
RMB’000 RMB’'000
AR%T T AREFTT
(unaudited) (audited)
(REEX) (BE%)
1,749 1,354




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
HBGRE M BB R

For the six months ended 30 June 2021
HZE2021%F6H30H LA A

21. RELATED PARTY TRANSACTIONS (Continued) 21. BBARZ @)
(c) During the current period, the Group entered into the () RAAHRE  AEEEBH AT ZIATR
following transactions with related parties: K

Six months ended 30 June

BZE6A30R LLAEA
2021 2020
20214 20204
RMB’000 RMB’'000
AR®BT T ARETT
(unaudited) (unaudited)
(REEER) (REEER)
Mengniu Group EL3=
Sales of raw milk 846 SR 2,661,497 2,295,850
Purchases of liquid milk (Note) R R R (T ) - 10,000
Jiangyin Dairy Energy STRE 4R EE
Purchases of power and utilities FRIE B IR M A FA 3R B 8,898 5,866
The sales prices were based on mutually agreed terms. SHEEREEN HERHE &K
Note: During the six months ended 30 June 2020, the Group Misr : B Z=2020F6 A30B 1L Xf@A @ K
purchased liquid milk of RMB10,000,000 from Mengniu Group SERNFFEEABREDARE
for donation purpose. 10,000,0007C A FEA 1B 8L -

2021 FHARE SPERARBREERREBRAA



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

MRS MW RMEE

For the six months ended 30 June 2021
HE2021F6 A30H IE/XEA

21. RELATED PARTY TRANSACTIONS (Continued) 21. EEBERZ ®
(d) Other borrowings (d) HbERK
During the six months ended 30 June 2020, the Group entered B ZE2020F6 A30H LA A - AEE
into the following transactions with related parties: R AR AT RS -
As at Raised Repayment As at
1 January during during 30 June
Category HHl 2020 the period the period 2020
120205 20205
181H HRES HREE 6A30A
RMB’000 RMB’'000 RMB’'000 RMB’'000
ARBTT ARBTT ARETT ARETTT
Mengniu Entrusted SHEEER
Loan (Note) (FH%E) 1,001,330 6,818 (1,008,148) =
Note: The Group entered into several entrusted loan agreements Mz - AEEB2017FRESFEERPEE

with Mengniu Group and Agricultural Bank of China (“ABC")
since 2017, pursuant to which, Mengniu Group provided loans
to the Group through ABC. All the borrowings had been fully
repaid during the six months ended 30 June 2020. The Group
recognised interest expense of RMB6,818,000 for the six months
ended 30 June 2020.

¥RT(HFHREREBITDIILSZMERT
Bz Bt S4SESATREE
¥RITAAEERHEER - B E2020
F6HA30HIEAMEA - IERBRERBE
EiE - AEEEREE202066A30H
IEANE AR F B AR6,818,000
TT o

(e) Compensation of key management personnel (e) TEEBAEBNFM
The emoluments of key management during the reporting A TREZEE A SR E R HE B
period were as follows: ® ¢
Six months ended 30 June
BZE6H30HLLAEA
2021 2020
20214 20204
RMB’000 RMB’000
AR®T T ARBTT
(unaudited) (unaudited)
(REER) (REER)
Salaries and other benefits e REMETR 4,215 4,726
Recognition of equity-settled share award W R IR AR HE 45 B 09 %10 42 Fh 5T &I
payments (BN 3,209 9,707
Retirement benefits scheme contributions iR 4@ 5t 2 4 5% 233 296
7,657 14,729
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
HBGRE M BB R

For the six months ended 30 June 2021
B E202156 A30H XA A

22. FAIR VALUE MEASUREMENTS 22. AVEETE
Fair value of the Group’s biological assets, financial REFHERUAFESL QA FEREE
assets and financial liabilities that are measured at BRAGTENAIEBEYEE  SREE
fair value or fair value less cost to sell on a recurring RemBENATE
basis
The Group's biological assets are measured at fair value less AEBEBNEMEER A FERBEEKREL;ZE -
costs to sell, other financial assets, equity investments at FVTOCI HEemEE  RATEFAEMEEEAD
and derivative financial instruments are measured at fair value B ERTEER T AR SERABRIZA
at the end of each reporting period. The following table gives FEFE - TRIEHABARBRBEATENENE
information about how the fair values of these assets and liabilities ASBEMABREENNEETZSEERARE
are determined (in particular, the valuation technique(s) and inputs B A TFEGERRAEAEE R EREAH
used), as well as the level of the fair value hierarchy into which the B REIDRAFEFENAFERBIKFE(E
fair value measurements are categorized (levels 1 to 3) based on —ZE2=H)NER -
the degree to which the inputs to the fair value measurements is
observable.
Fair value hierarchy AEEHF
Fair value as at Fair value as at  Fair value
Assets/(liabilities) BE /(AR 30 June 2021 31 December 2020 hierarchy
R20214 720204
6A30H 12H31H
HAFE WAFE DAFEHEB
RMB’000 RMB’'000
ARETT ARBEFIT
(unaudited) (audited)
(REBEXR) (EFER)
Biological assets EMEE 7,083,939 7,101,243  level 3
EF=
Derivative financial instruments PTESRT A
— Foreign currency forward contracts = SMNEIRHRA 49 7,313 11,145  level 2
BE-R
Other financial assets HEthemaE
= Structured bank deposits - EEHRITER 50,359 50,000 level 2
FEZR
Equity instruments at FVTOCI BRATEFAHMEE
WAR = TR
- Unquoted equity investments - KRMEERKE 3,980 5,080 level 3
FE=M
Derivative financial instruments TESRT A
— Interest rate swaps - F=4m 54 (30,292) (52,264) level 2
BER
— Foreign currency forward contracts ~ — SMNEIRHRA (408) — level 2
) FER
~ Foreign currency option contracts - INEERRES R (58,886) (31,074) level 2
FEZR

2021 FHARE SPERARBREERREBRAA



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
HHEE M BB R

For the six months ended 30 June 2021
HE2021F6 A30H IE/XEA

22. FAIR VALUE MEASUREMENTS (Continued) 22. AVERTE®)
Valuation techniques used in fair value measurements DN EFEEANKELE
The following table shows the valuation techniques used in TRITFHEE-GREZRAFEFMAD
measuring Level 2 and 3 fair values, as well as the significant HEFE - ARR2021F6 308 HEER AT
unobservable inputs used in the valuation models as at 30 June RMER N2 A B
2021:

Inter-relationship between
significant unobservable inputs

Type Valuation technique Significant unobservable inputs and fair value measurements
EXTUREBARESR
bl BT % EXTUBERAYE AVEFEZENEERE
Foreign currency forwards ~ Discounted cash flow N/A N/A
contracts Future cash flow are estimated based on

forward exchange rates (from observable
forward exchange rates at the end of
reporting period) and contracted forward
rates, discounted at a rate that reflects
the credit risk of various counterparties.
INEERAN HERReRE @A TER

ARReRBNREZAEXRCREER
HERNATBRREBER) RahRBE
bt RRBSEHFHOEERR

BRI RBRTR -
Foreign currency options  Garman-Kohlhagen model N/A N/A
contracts
INEBREEN Garman-Kohlhagen#g %! TEA TEA
Interest rate swaps Discounted cash flow N/A N/A

Future cash flow are estimated based on
forward interest rates (from observable
interest rate at the end of reporting
period) and contracted interest rates,
discounted at a rate that reflects the
credit risk of various counterparties.
GESEY BRAERE TEA TER

ARReREDRERANEREER
HRIARE ATBR M) K& KM R -
BRMZEHFANEERROM XL
H o
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
HBGRE M BB R

For the six months ended 30 June 2021

22. FAIR VALUE MEASUREMENTS (Continued)

Valuation techniques used in fair value
measurements (Continued)

HZE2021%F6H30H LA A

22. AV EFE®

DNV EFEERANGEEL E@

Inter-relationship between
significant unobservable inputs

Type Valuation technique Significant unobservable inputs and fair value measurements
EXTURERARESR
R ER % EXTUBZRAYE AVEFEZHNRERE
Structured bank deposits  Discounted cash flow N/A N/A
Future cash flows are estimated based
on forward exchange rates or gold price,
discounted at a rate that reflects
the credit risk of various counterparties.
HRMERITER RREERNE NEA TaA
ARBERENRBEREXLSER
i BRRBEEZHFHHEERROT
KRR
Unquoted equity Market approach Fair value is estimated based on value An increase in the discounted for lack
investments of comparable listed companies and of liquidity would result in a smaller
discounted for lack of liquidity. percentage decrease in the fair value
measurement of the unquoted equity
investments.
RBREEERE ik AFEDNRAELR FTARNEEE RBUTRRRENTERRGERER

Heifers and calves

IR

The fair value of 14 months old heifers
is determined by reference to the local
market selling price.

R KRBT RRE

Average local market selling prices of the
heifers of 14 months old were estimated
at RMB20,500 per head at 30 June 2021
(31 December 2020: RMB20,500).

R2021E6 8308 14 BH/ B4
MFHEHMTHEEBHHTATEAR
#20,50070(2020% 124310 : AR
20,5007T)

2021 P HASRE

REATAEENLHIRD -

An increase in the estimated local market
selling price used would result in a
smaller percentage increase in the fair
value measurement of the heifers and
calves, and vice versa.

PR b5t &1 5 S B MG E B
B4 RNFRTEE 2R BRI
- RZIRA -

HERABEERERAF



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
HHEE M BB R

For the six months ended 30 June 2021
HE2021F6 A30H IE/XEA

22. FAIR VALUE MEASUREMENTS (Continued)

Valuation techniques used in fair value
measurements (Continued)

Type

ki

Valuation technique

hER*

22. AV EFTE®

DNV EFEERANGEEL E@)

Significant unobservable inputs

EATUERGAEE

Inter-relationship between
significant unobservable inputs
and fair value measurements
EXTURERARESR
AVEFEZHNRERE

Heifers and calves
(Continued)

NG RINE ()

CHINA MODERN DAIRY HOLDINGS LTD.

The fair values of heifers and calves
at age-group less than 14 months are
determined by subtracting the estimated
feeding costs required to raise the cows
from their respective age at the end
of each reporting period to 14 months
plus the margins that would normally be
required by a raiser. Conversely, the fair
values of heifers at age group older than
14 months are determined by adding
the estimated feeding costs required to
raise the heifers from 14 months old to
their respective age at the end of each
reporting period plus the margins that
would normally be required by a raiser.
/N 1418 A B9 R4 BB/ N R
ENRATEDNRRERTEREZER
EERABANFEEEZ4EAFME
B B - MR A B —MRAAR
HmEE - Bk - EAR4EANE
PR AB R N AT B TIE I LA
BAHMEARBEEESARNSERS
AR REFAAN G FERA - MIE
BE—RAENBMET -

Estimated average feeding costs per
head plus margin that would normally
be required by a raiser for heifers and
calves younger than 14 months old
are RMB18,556 at 30 June 2021 (31
December 2020: RMB17,463); average
estimated feeding costs per head plus
margin that would normally be required
by a raiser for heifers older than 14
months old are RMB18,725 at 30 June
2021 (31 December 2020: RMB17,694).

#202146 A308 » #1418 A &/
BERNEME - BRF GRS
RAMEEE —RAAEFNEAARY
18,55670(2020F12A31H : ARM
17,46370) : 20216 A30H » LA
MABARNEEME - BEFTHRG
FEERANEER —MAENERA
R#18,72570(2020F12 8318 1 AR
#17,69470) ©

INTERIM REPORT 2021

An increase in the estimated feeding
costs plus the margin that would normally
be required by a raiser used would result
in a much smaller percentage increase/
decrease in the fair value measurement of
the heifers and calves older/younger than
14 months old, and vice versa.

ARG EERAINEEE —RHAR
MBS ERARR,/ R 141EA B
N RN R FEFT R LFIE
/B RZIA o



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
HBGRE M BB R

For the six months ended 30 June 2021

22. FAIR VALUE MEASUREMENTS (Continued)

Valuation techniques used in fair value
measurements (Continued)

Type

ki

Valuation technique

hER*

HZE2021%F6H30H LA A

22. AV EFE®

DNV EFEERANGEEL E@

Significant unobservable inputs

EATUERGAEE

Inter-relationship between
significant unobservable inputs
and fair value measurements
EXTURERARESR
AVEFEZHNRERE

Milkable cows

LIRS

The fair values of milkable cows are
determined by using the multi-period
excess earnings method, which is based
on the discounted future cash flows to be
generated by such milkable cows.

PELAHEEBRERS BRERSE(E
REBBBHFELNBRARRER

BEE -

The estimated feed costs per kg of raw
milk used in the valuation process are
ranged from RMB2.13 to RMB2.27 for
the six months ended 30 June 2021
(for the year ended 2020: RMB1.91 to
RMB2.05), based on the historical average
feed costs per kg of raw milk after taking
into consideration of inflation.
EZ2021%6A308 LR - HER
RAEAOELTRAMAFAEKAE
NFARE213LEARE2.27TL (B
Z2020% - ARB19ITEARK2.05
) TERGAFTRRNMEL T8
B AT BEWRET -

A milkable cow could have as many as
six lactation cycles. Estimated average
daily milk yield at each lactation cycle
is ranged from 29.1 kg to 31.3 kg for
the six months ended 30 June 2021 (for
the year ended 2020: 29.1kg to 31.3
kg), depending on the number of the
lactation cycles and the individual physical
condition.

MAEBREAMILE - BE2021F6A30
BIEAMEA  SWIHNMGATHER
ERENT2IRTENIAFT(EE
2020 : 291 AT E313AM) * HWE
HZ A U RER HEMRTE o

2021 R HASR S

An increase in the estimated feed costs
per kg of raw milk used would result in
a smaller percentage decrease in the fair
value measurement of the milkable cows,
and vice versa.

FANERT RA A FHRRAE N
TEMFRFEGFENRNLHIT
% RZTA o

An increase in the estimated daily milk
yield per head used would result in a
smaller percentage increase in the fair
value measurement of the milkable cows,
and vice versa.

FRNIEH SRS RENEENTE
S ATERH BRI LIRS
2%

HERABEERERAF



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

MRS MW RMEE

For the six months ended 30 June 2021
HE2021F6 A30H IE/XEA

22. FAIR VALUE MEASUREMENTS (Continued)

Valuation techniques used in fair value
measurements (Continued)

Type Valuation technique

ki hER*

22. AV EFTE®

DNV EFEERANGEEL E@

Significant unobservable inputs

EATUERGAEE

Inter-relationship between
significant unobservable inputs
and fair value measurements
EXTURERARESR
AVEFEZHNRERE

Milkable cows (Continued)

(&)

CHINA MODERN DAIRY HOLDINGS LTD.

Estimated local future market price for
raw milk is ranged from RMB4.48 per
kg to RMB4.73 per kg at 30 June 2021
(31 December 2020: RMB4.21 per kg to
RMB4.52 per kg).

20219564308 © fhat & AR RRE
IHENTEATARK4IASTEAR
#4737 (2020128318 : AT A
REANTEARA52TT) ©

Discount rate for estimated future cash
flow used is 12.7% at 30 June 2021 (31
December 2020: 12.5%).

R2021F6A308 © FTAATAKRRE
MEMBE R A12.7%(2020F12 A31
B :12.5%) ¢

INTERIM REPORT 2021

An increase in the estimated average
selling price of raw milk used would
result in a much higher percentage
increase in the fair value measurement of
the milkable cows, and vice versa.

PR SR E T EEE M B H
MERTEFENEALOIEN - Rz

An increase in the estimated discount
rate used would result in a slightly smaller
percentage decrease in the fair value
measurement of the milkable cows, and
vice versa.

PRt R R R AT BB 4 2T
BT EMB/ AT - K2R -



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
HBGRE M BB R

For the six months ended 30 June 2021
B E202156 A30H XA A

22. FAIR VALUE MEASUREMENTS (Continued) 22. AV EFE®

EYMEEF=MAVFEFEERATE

Reconciliation of Level 3 fair value measurements of

biological assets and equity instruments at FVTOCI

SFAEMZERANESRRENHIR

Equity Heifers,

instruments calves and

at FVTOCI milkable cows

BRAFEFTA
Hip 2 EUA NSESE

WERTA NERTISF

RMB’'000 RMB’'000

ARBET T ARBET T

Balance at 1 January 2020 (audited) 20201 A1 B W& ek (8 T|A%) 3,959 7,459,359

Total gains in OCI REMEEMKARNKZEEE 3,935 =

Feeding cost E=Ip %N = 652,708

Decrease due to disposal i & S| B - (306,632)
Loss arising from changes in fair value less IF AT EESREEXNREE

costs to sell of dairy cows BIEHE - (448,749)

At 30 June 2020 (unaudited) 7202056 A30H CRE&EZ) 7,894 7,356,686

Balance at 1 January 2021 (audited) 7202161 A1 BB &8 (K E %) 5,080 7,101,243

Total loss in OCI REMEER AR EIEAE (1,100) -

Feeding cost TR0 - 746,292

Decrease due to disposal & S| B AR A - (357,804)
Loss arising from changes in fair value less HE DT EZDRIEERNEE

costs to sell of dairy cows " E1E - (405,792)

At 30 June 2021 (unaudited) 202146 A30H CREE &%) 3,980 7,083,939

WHREERELEUQAFEFENERE
EREBMABENATE

Fair value of financial assets and financial liabilities
that are not measured at fair value on a recurring
basis

EERRERGEMBHRRANIZEHERANGE
MEREERSRARMNEREREEAFEM
- BRAATENREEREINEBEREAY
ENPRREREONETE -

The Directors consider that the carrying amounts of financial assets
and financial liabilities measured at amortised cost in the condensed
consolidated financial statements approximate their fair values.
Such fair values have been determined in accordance with general
accepted pricing model based on discounted cash flow analysis.

2021 FHARE SPERARBREERREBRAA



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
HHEE M BB R

For the six months ended 30 June 2021
HE2021F6 A30H IE/XEA

23. COMPARATIVE AMOUNTS 23. kRS H
Certain comparative figures have been combined and presented to AETUREFTEAHZINAFTAEARARES A
conform with current period’s presentation. I e

24. EVENTS AFTER THE REPORTING PERIOD 24. ERHBERER

The Group had the following significant events after the reporting AEBRERAREBEEATEKRSEIE

period:

(@ On 7 July 2021, the Company entered into a subscription (@) M2021F7H78 © KARIMETT20265F
agreement in connection with the issue of US$500,000,000 FI 88,2 500,000,0003 7T [E & ##£2.125%
bonds at a fixed interest rate of 2.125% due in 2026 (the BEH(EH DL RERE - XA RS
“Bonds”). The Company intends to use the net proceeds HETESNAERIBFEANBERER
of the Bonds issue for refinancing and general corporate —RAFIRSE  BEFENLTREEER
purposes. The listing of, and dealing in, the Bonds became 20217158 £ -

effective on 15 July 2021.

(b) The Acquisition as disclosed in Note 12 was completed in July (b) PEEE12FTIERIUEESIEE M202167A
2021. FERK °
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