T China Mengniu Dairy Company Limited
RES4IALEBRQA
(Incorporated in the Cayman Islands with limited liability)

(RESB S MR BRAT)
Stock Code &AL © 2319

nm e

w5 2021

* For identification purpose only {2 13% 31



S

China Mengniu Dairy Company Limited (the “Company”;
stock code: 2319) and its subsidiaries (collectively the
“Group” or “Mengniu”) mainly manufacture and distribute
quality dairy products in China. It is one of the leading dairy
product manufacturers in China, with MENGNIU as its core
brand. Mengniu offers diversified products including liquid
milk products, ice cream, milk formula and cheese. Mengniu
ranked as “Global Dairy Top 10” in 2021, and placed 31th
on BrandZ™’s list of most valuable Chinese brands, TOP10
of brand contribution in 2020. Mengniu also made it again
among Brand Finance’s list of the top 500 most valuable
brands of the world in 2020. As at the end of 2021, the
Group’s annual dairy production capacity reached 11.66
million tons. In March 2014, Mengniu became a Hang Seng
Index constituent, making it the first blue chip Chinese dairy
product manufacturer. In March 2022, Mengniu was included
as a constituent of HSI ESG Enhanced Index and HSI ESG
Enhanced Select Index.
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HIGHLIGHTS

For the Year Ended 31 December

BE+-A=1+—HLEE

Revenue ON
Gross Profit EH
Profit Attributable to Owners of the Company
Net cash flows from operating activities
Earnings per Share (RMB)

— Basic — ER
— Diluted — #E

RAREE AEMLFE
CEEREENFRERE 7,545 5,348
ERAEF(ARET)

2021 2020
—B-—F —EETF
RMB Million RMB Million
ARS®BEERT BN LR
88,141 76,035
32,390 28,629

5,026 3,525

1.274 0.897
1.267 0.892

2021 marked the commencement of the five-year strategy
of the Group, “Creating a New Mengniu (B &l —{E# % 4)".
During the year, the Group continued to promote product
innovations and upgrades, branding enhancement, and
expanded online and offline channels for omnichannel
development. For the year ended 31 December 2021, the
revenue of the Group amounted to RMB88,141.5 million
(2020: RMB76,034.8 million), representing a year-on-year
increase of 15.9%. Due to the increase in revenue and
operating efficiency, profit attributable to owners of the
Company increased by 42.6% year-on-year to RMB5,025.5
million (2020: RMB3,525.0 million).

In 2021, as the Group continued to drive product innovation,
brand upgrade, and channel expansion for the room
temperature, chilled, and fresh milk businesses, the revenue
from the liquid milk business increased by 12.9% from last
year to RMB76,514.4 million (2020: RMB67,751.0 million).

During the year, the ice cream business segment continued
to focus on brands such as Suibian, Deluxe, and Mood for
Green, promote product innovation and upgrade, and
strengthen the sales basis in modern and new retalil
channels. To accelerate the business expansion in the
Southeast Asian market, the Group acquired Aice, a leading
ice-cream brand in Southeast Asia, at the end of March.
Revenue for this segment for the year increased by 61.0%
from last year to RMB4,240.2 million (2020: RMB2,633.7
million).

Yashili, the domestic milk formula platform of the Group,
focused on its brands such as Reeborne, an infant formula
brand, and Yourui, an adult milk powder brand, whilst
Bellamy’s adhered to its brand positioning of “True
Organic”. Through market segmentation and expansion of
sales channels, the revenue from the milk formula business
increased by 8.2% from last year to RMB4,949.1 million
(2020: RMB4,573.0 million).
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During the year, grasping the growth opportunities in the
cheese industry, the Group focused on children’s cheese
sticks, cheese snacks, cheese and butter for family
consumption and other retail cheese products and provided
professional dairy product solutions to customers in the
foodservice channel. The cheese business grew rapidly in
the retail and food service sectors. In July 2021, the Group
became a substantial shareholder of Milkground, a leading
cheese enterprise in China. In the future, through
cooperating with Milkground, both the Group and
Milkground will be able to gain advantages through sharing
resources and together expand into the domestic and global
cheese market with enormous potential.

Mengniu actively resonates with the national goal of “carbon
neutrality”, and pledged to be the first to achieve carbon
neutrality in the dairy industry. The Group will announce its
carbon emission reduction targets and roadmap in 2022. As
of the end of the year, Mengniu had 22 factories rated as
being a “National Green Factory” by the Ministry of Industry
and Information Technology. Mengniu was awarded “China
Charity Award”, the highest government award in the
philanthropic field of China, for its outstanding contribution
to poverty alleviation and the fight against the COVID-19
epidemic.
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MAJOR AWARDS

Annual Report 2021

AND ACHIEVEMENTS

MENGNIU GROUP
Included in the “Global Dairy Top 20” list published by
Rabobank for the thirteenth consecutive year and ranked
9th globally

— Included in the HSI ESG Enhanced Index and the HSI ESG
Enhanced Select Index

—  Won the 11th China Charity Award by the Ministry of Civil
Affairs of the PRC, the highest honor in the philanthropic
field in China

—  Honourary Certificate for 2021 China Light Industry Smart
Manufacturing Demonstration Project: Dairy products smart
factory (process-based) new model application project

—  Second-Class Award for Key Technology for Advancement
in Science And Technology for The Control And Quality
Improvement of Milk And Dairy Products

MENGNIU’S BRANDS
Ranked 31st among “Top 100 Most Valuable Chinese

Brands” selected by BrandZ™

— Ranked among Brand Finance Global 500 for the third
consecutive year

— Ranked first runner-up of “Most Chosen Fast Moving
Consumer Goods Brands in China” again by Kantar
Worldpanel’s consumer research

— In the 2021 NetEase New Force Dairy Industry Summit,
Mengniu was honored as the “Most Influential Brand of the
Year”
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MAJOR AWARDS
AND ACHIEVEMENTS
F B HRIZTES:

MENGNIU’S PRODUCTS

XY Em

Shiny Meadow was awarded the International Quality Gold
Award by Monde Selection of Belgium

Milk Deluxe won the gold product award conferred by
BIOFACH China for the tenth consecutive year

Milk Deluxe won the gold award of Chinese representative
products conferred by BIOFACH Germany for the ninth
consecutive year

YoyiC won the authoritative certification of Superbrands, an
international brand research and rating agency, for the third
consecutive year in Singapore
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MAJOR AWARDS

AND ACHIEVEMENTS

SOCIAL RESPONSIBILITY

Awarded the Chinese Red Cross Humanitarian Medal in
recognition of the Group’s outstanding contribution to the
prevention and control efforts of the COVID-19 pandemic

Chinese Red Cross Special Contribution Award for COVID-19
Pandemic Prevention and Control

Inner Mongolia “The 13th Five-Year Plan” Outstanding
Leading Enterprises in Industrial Poverty Alleviation

Ranked No. 1 in the dairy industry for the China Corporate
Responsibility Development Index in 2021

Selected as a “Classic Demonstration of Carbon Neutrality
in 2021” in the 2nd Green Economy Development Forum
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Chief Executive Officer
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2021 was a noteworthy year as we commenced our five-year
strategic plan of “Creating a new Mengniu”. The prolonged
COVID-19 epidemic continued to impact the global economy
throughout the year, but Mengniu delivered remarkable results and
achieved overall revenue growth of 15.9%. The strong results
were attributable to a combination of effective epidemic control in
China, policy support for the industry, and the collective efforts of
all our employees. Each of our business segments also saw
robust growth, demonstrating the healthy progress and
momentum of the Group and laying a solid foundation for
achieving our five-year strategic goal.

Despite a few headwinds, China’s economy rebounded strongly in
2021, showing the Country’s solid resilience and ability to
effectively control the impact of the epidemic. In recent years, the
introduction of major national initiatives including the “dairy
industry revitalization” and “healthy China” has also further
boosted the strategic position of the dairy industry, enabling the
stable recovery, upgrade, and transformation of dairy products.
With continuous evolution in both the basic and high-end
markets, all our product categories showed exceptional growth
momentum.
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CEO’S STATEMENT
R

In the past year, Mengniu’s major businesses each saw distinct
levels of successes. The room temperature product business
continued to innovate throughout the year with product upgrades,
core branding enhancements, strengthened sales channels, and
an improving supply chain foundation, driving a higher-quality
growth of the segment. The Milk Deluxe and Mengniu pure milk
products maintained their leading positions in the industry in
terms of growth. Its innovative high-end products, including Milk
Deluxe’s “better organic” desert organic pure milk and CBP high-
calcium pure milk, as well as Mengniu’s Nutritious and Mellow
Enjoyment pure milk series both recorded stellar performance. In
terms of the chilled product business, sales continued to grow
rapidly, outperforming the market significantly. Mengniu capitalized
on the fast growing zero-sugar product category, proactively
supported the “Three Reductions & Three Kinds of Health (=
=f&)” campaigns launched by the Chinese government. The
segment continued to strengthen its market-leading position and
maintained the No.1 market share position for 17 consecutive
years. With respect to the fresh milk business, it maintained a
strong growth momentum through the focused execution of its
strategies, such as innovative product launches, strengthening
branding, developing sales channels, and building a digital supply
chain. Its dual-core brands Shiny Meadow and Modern Meadow
sustained high growth rates and further increased their market
share. The cheese business grew rapidly in the retail and
foodservice sectors, as Mengniu focused on children’s cheese
sticks, cheese snacks, cheese, and butter for family
consumption, and provided professional dairy product solutions to
customers in the foodservice channel to explore new
consumption scenarios and grasp the growth opportunities in the
cheese sector. In terms of the ice cream business, all the brands
including Suibian, Deluxe, and Mood for Green achieved

comprehensive upgrades through product innovation, embarking
on a journey of high growth.
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As for the milk formula business, Yashili introduced a variety of
adult functional milk powder products catering to the different
physical characteristics and nutritional supplement needs of the
middle-aged and the elderly. This segment will become a new
growth driver for the business, as Yashili capitalizes on the
opportunities arising from the aging population. In addition, the
core infant formula products were continuously upgraded to
create further product differentiation. Bellamy’s, adhered to the
brand positioning of “True Organic” and expanded its high-end
organic product portfolio, as well as its domestic offline sales
network and e-commerce platform.

In addition to our strong organic growth, we also seized
opportunities for strategic investment to strengthen our positioning
in fast-growing dairy product categories. During the year, Mengniu
became the substantial shareholder of Milkground to further
explore the enormous cheese market potential in China and
beyond. In addition, we also acquired Aice, a leading ice-cream
brand in Southeast Asia, as part of our business expansion
strategy in the Southeast Asian market.

Over the past five years, we have taken the lead in securing milk
sources and obtaining high-quality upstream resources at lower
costs as part of our strategic vision. The Group’s product quality
improved significantly during these five years with core indicators
leading the nation and surpassing EU standards, resulting in the
Group being awarded the State Science and Technology
Progress Award of China for the first time. Mengniu continued to
optimize and adjust the layout of its milk sources in accordance
with the national requirements of dairy industry revitalization,
focusing on areas where it has a competitive edge and vigorously
promoting the construction of high-quality milk source bases to
meet the demand for high-quality raw milk. In the past five years,
the Group firmly focused on dairy industry and continued to
innovate, successfully developing new markets such as fresh milk,
cheese, adult milk powder, as well as expanding into the global
market fueling new growth engines.
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CEO’S STATEMENT
R
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Over the years, Mengniu has been proactive
in taking on social responsibilities to create a
responsible Mengniu. The Group’s efforts have
been highly recognized as we were awarded
numerous awards including the “China Charity Award”,
the highest government award in the philanthropic field of China
for our outstanding performance in the community in the fight
against the COVID-19 epidemic. Mengniu is proactively working
with international organizations such as the Food and Agriculture
Organization of the United Nations (FAO), the International Dairy
Federation (IDF) and the Global Dairy Platform (GDP) to explore a
carbon-neutral path for the dairy industry in China. In September
2021, Mengniu became the first Chinese dairy company to join
the global “Pathways to Dairy Net Zero (PDNZ)” climate initiative.
Last year, we also joined the “Business Nature Alliance” of the
World Business Council for Sustainable Development (WBCSD), to
explore the mutually beneficial path between ecological protection
and economic development together with enterprises all over the
world. In line with United Nations’ sustainable development goals
and the strategy of “Creating a new Mengniu”, Mengniu also
unveiled its new 2025 GREEN sustainable development strategy
during the year and developed a set of industry-based “high-
quality development” solution models, setting a new benchmark
for sustainable development and positioning itself as a trustworthy

enterprise in China.

In addition, based on the Group’s good corporate governance
practices and to further enhance the diversity of the Board of
Directors, we have restructured the Board of Directors in the past
year. We would like to thank the outgoing directors for their
valuable contributions to Mengniu in the past and welcome the
new directors to join the Board.
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As part of the Group’s branding efforts, Mengniu announced a
new company logo in 2021, which continues to feature the
Chinese characters for Mengniu and the unique green color that
represents the grasslands of Inner Mongolia. Not only does it
express our original mission of “A cup of mik a day keeps
Chinese people strong”, but it also shows the courage and
determination of Mengniu to strive for new breakthroughs and
outstanding performances in the new era. The new logo also
shows the determination and confidence in our exploration
towards global markets, moving forward with Mengniu’s grand
vision of “From the grasslands towards the world, to become the
world’s favorite, nourishing over 2 billion consumers around the
world”.

Now, we are taking on the mission of “Creating a new Mengniu”
by 2025, striving to continue being Chinese consumers’ first
choice among dairy brands. We will also become a “FIRST
Mengniu”, one that is beloved by consumers, more international,
socially responsible, culturally strong, and digitally transformed by
2025, in an effort to contribute to the long-term sustainable
development of the dairy industry in China.
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MANAGEMENT DISCUSSION AND ANALYSIS

EREFIRXAIR

BUSINESS REVIEW

Business Division Performance

Liquid Milk Business

As the COVID-19 epidemic comes under effective control, the
economy of China achieved growth of 8.1% in 2021 against the
adverse global economic environment. The robust recovery of
China’s economy and the rise of health awareness under the
COVID-19 epidemic has driven the consumption of dairy
products, especially liquid milk. According to an industry report,
the aggregate demand for dairy products in China in 2021
exceeded 60 million tons for the first time, increasing by 10.9%
year-on-year, as the liquid milk market continued to expand.

The national policies have guided the dairy industry to develop
towards green, low carbon, and enhanced product quality. As the
COVID-19 epidemic becomes the norm, new consumption habits
of consumers remain. Consumers continue to place great
importance on nutrition, health and immunity, and the market size
of liquid milk continues to expand. An increasing number of
consumers are placing greater importance on the consumption of
white milk products and are willing to choose functional products
with low sugar, low fat, or products that are beneficial to their
health. This also promotes the upgrade of existing products and
the birth of innovative products that address segmental needs.
Apart from product functions, consumers have begun to pay
more attention to the emotional experiences that come with
consumption. Consumers are eager to use consumption habits to
express their personalities or meet social needs, becoming brand
promoters on social networking platforms.

With strong growth in demand for dairy products, raw milk costs
remained elevated in 2021 and recorded a significant year-on-
year growth. In face of the pressure on raw milk costs, the Group
strived to improve its product mix and facilitate the upgrade of its
product portfolio, while continuing to work with strategic suppliers
to strengthen its milk supply layout to meet the Group’s demand
for high-quality raw milk.

In terms of sales channels, new channels such as community
group purchase, 020, and live streaming e-commerce expanded
rapidly in 2021. As consumers seek more convenient ways of
shopping, enterprises must grasp the opportunities of digital
transformation to achieve faster fulfiment and more diverse ways
to reach consumers.
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Room Temperature Product Business

In 2021, benefiting from the diversified demand of consumers,
Mengniu’s room temperature product business continued to
innovate with product upgrades that resulted in industry-leading
growth and a continued increase in market share. In particular,
the growth of Milk Deluxe and Mengniu pure milk products was
significantly higher than that of the industry.

Among them, Milk Deluxe launched a “better organic” desert pure
milk and CBP high-calcium pure milk to implement the brand’s
“better” proposition. Mengniu pure milk also launched several new
products such as the Nutritious and Mellow Enjoyment pure milk
series to provide consumers with more innovative products that
are both delicious and nutritious. The Just Yoghurt brand upholds
its quality principle of “It's the real thing” and newly launched a
yellow peach quinoa drink during the year. At the end of the year,
Just Yogurt launched “Yummy Yogurt” which added a popping
candy, breaking the traditional ways of yogurt consumption
through new formula innovation, technology, and packaging. Fruit
Milk Drink, Suan Suan Ru (F&B%L) and other milk beverage
brands have also launched first renewed packaging of the
brand’s staple products and successively launched a variety of
new products in 2021, such as red grapefruit Sijichun (4L 70 Z=
%), Rucigizhi (FL1tk)3E), a sugar-free sparkling water with lactic
acid bacteria, and Suan Suan Ru lemon tea (B&ES 7L EELR),
achieving a comprehensive brand rejuvenation to attract younger
consumers.

With respect to brand strategy, Milk Deluxe organized a series of
themed marketing campaigns, such as “Better 2021 (B 4f =&
——) during Chinese New Year, “Better Youth (FF&E%H)
during May 4th Youth day and “Better Childhood (¥ iH)ZE F)”
during June 1st Children’s Day, as well as membership day in
August, Teacher’s Day in September and a series of branding
campaigns during the Mid-Autumn Festival, all to provide better
performance and services to deepen the “better” brand
proposition. The Mengniu Pure Milk brand continued to
communicate with consumers around the brand proposition of
“Nurture Your Greatness (& & {REVZE54)” and “pure nutrition with
aerospace quality (RAEEE - fikmE)” during the year.
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In terms of sales management, the Group continued to increase
the coverage of offline stores, achieving growth in both the
number of POS and sales volume. In addition, adjusting to the
development of the new retail model, the room temperature
product business division accelerated the development of the
e-commerce and 020 platform business to promote the
integration of online and offline transformation. During the 618
Shopping Festival, Mengniu ranked first in the sales of liquid milk
on both the JD.com and Tmall platforms. On 18 June, the total
online sales exceeded RMB100 million. During the year, the total
number of online members of Mengniu doubled to over 30 million
from over 15 million in 2020, ranking first among all brands on
JD.com and all dairy product brands on Tmall.

Regarding channel penetration, Mengniu continued to expand and
develop the markets in towns and villages through its
“Penetration into Towns and Villages” initiative. Through the
establishment of a digital management platform, Mengniu has
achieved the online management of business, expenses
settlement, sales terminal, and membership, thereby improving its
customer operation capabilities, accelerating the penetration of
products and services, and further increasing Mengniu's share of
room temperature liquid milk in the rural market. As of the end of
December, the “Penetration into Towns and Villages” initiative had
directly controlled over 600,000 town and village outlets,
achieving growth in both the number of outlets and sales volume.

In terms of strengthening channel management, the room
temperature product business unit accelerated the digitalization of
its channel. Following the realization of integrated system
management of customer business and finance, upgrades were
made to enable customers to directly connect to a sales terminal,
perform online streaming, distribute online coupons, order and
pay online for shop owners, and thus sales terminals were
activated continuously. In May 2021, the Group leveraged Al
image recognition technology for the first time and successfully
applied image recognition on products in different stores, digitally
assisting the management of stores to improve the efficiency of
product shelving, enhancing customer satisfaction, and making
products more accessible to consumers by creating a seamless
purchase experience. Mengniu will continue to deepen the
potential of its digital system for the room temperature business
channel, develop standardized mini-programs to achieve true
business operation integration, and perform well in the B2B
channels precision marketing to improve market coverage and
sales.
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Chilled Product Business

According to market data, the offline sales of chilled dairy
products continued to record negative growth in 2021 as
compared with 2020. However, the decline has narrowed which
indicates a positive trend for a turnaround. Meanwhile, the
e-commerce sales of chilled dairy products have maintained a
rapid year-on-year growth of 28%.

The chilled product business of Mengniu continued to record
volume growth and expanded its market leadership during the
year. Its chilled products have ranked first in the industry for the
17th consecutive year in terms of market share. In 2021, the
Group took advantage of the rapidly growing zero-sugar product
category, supported the “Three Reductions & Three Kinds of
Health (=8 =#%#)” campaigns launched by the Chinese
government, and met the growing demand of lower sugar intake
of consumers by introducing the Champion zero sucrose and
sugar-reduced product series which performed well in terms of
sales. To meet the rapidly growing household demand for mid-to-
high-end yogurt, the Group also launched a new 1-liter packaged
silky yogurt with refined formula. Yoyi C launched a new 100ml
reduced-sugar product and a new 330ml zero sucrose product.
At the end of the year, Yoyi C launched a probiotic powder
product with 100 billion high compound probiotics which set an
industry benchmark. During the year, the brand of Champion and
Yoyi C was further enhanced through product and sales
enhancement.

In terms of brand marketing, Yoyi C focused on marketing in key
cities. Through placing advertisements in outdoor media and
targeting core consumers of Yoyi C, the Group promoted Yoyi C
products to more than 3 million households and over 1.0 billion
person times. Yoyi C also cooperated with Xiaohongshu (/N4LE)
and organized marketing campaigns with the theme of
“Everything is digestible with good luck in the Year of Ox (4&Z|
R BYEREIL) and “Energetic C (& HCHI)”. The overall
campaign significantly increased the exposure rate and
strengthened the recognition of “probiotic” and “healthy digestion”
properties of its products.
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With respect to sales channels, the chilled product business unit
collaborated with Sam’s Club (IL#& 8 JE) for the first time to
provide new customized yogurt products and develop a business
model exclusively for direct sales. These new customized yogurt
products became the annual major product of Sam’s Club
immediately following its launch and have ranked among the top
of the best-selling list for e-commerce chilled milk. In addition,
Mengniu launched a series of dairy products tailored for students
which were exclusively supplied through campus sales channels.
These dairy products tailored for students have expanded to 60
markets which cover 1,376 schools and over 770,000 students
since its launch.

During the year, the chilled product business continued to
promote RTM strategic innovation and commenced strategic
cooperation with Dingdong Maicai (7] M E %) and carried out
innovative strategies such as Sam’s Direct Sale (IU#H &) and
exclusive franchise with Qdama (8 X 45).

Fresh Milk Business

The fresh milk industry maintained rapid growth in 2021, ahead of
the overall liquid milk industry. Mengniu’s fresh milk business has
been developing strongly. Through strategies such as launching
innovative products, strengthening brand building, expanding
channels, and enhancing its supply chain deployment, Mengniu
has driven high-quality revenue growth of its dual core brands
Shiny Meadow and Modern Meadow and further increased its
market share.

By gaining insights into market demands, Shiny Meadow
launched Youhu A2 fresh milk product featuring “first fresh milk
for babies (BB ®E — QB 1)) in 2021, the e-commerce
repurchase rate surpassed the average of the industry. 4.0g fresh
milk protein was launched on the Mengniu-JD super brand day
and again set a new benchmark for nutrition. Mengniu also
introduced a co-branded mini packaged milk tea with high-end
street store beverage brand “Nayuki” to explore fresh milk+
category opportunities.
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In 2021, Shiny Meadow maintained strong growth, and has
established leading positions in core cities. In terms of product
quality, Shiny Meadow adheres to the core values of “consumers
are at the heart of all our decisions” and continued to upgrade its
fresh milk supply, product nutrition, texture, quality, and standard.
In June, Shiny Meadow has become the first fresh milk product in
China certified by SGS to meet the European Union quality
standard. With fresh milk innovation and key technology
integration, Mengniu was awarded the “Science and Technology
Progress Award — Second-Class Prize (R} &2 1i7iE & 48 — 55 #8)"
by the State Council during the vyear. In December, Shiny
Meadow won the 2021 Chilled Dairy Product Gold Prize by JD
and the Most Popular Brand of 2021 by Dingdong Maicai.

With respect to sales channels, Mengniu’s fresh milk products
ranked top nationally among all fresh milk products sold in
Yonghui Superstores and Sam’s Club in terms of sales volume,
far surpassing other brands. In addition, driven by the rapid
growth of the cold chain and the trend of household
consumption, the home delivery business achieved impressive
results with rapid year-on-year growth in fresh product
e-commerce platforms and home delivery business platforms such
as Jingdong Daojia (R R EIR).

The fresh milk business supply chain has achieved a nationwide
layout of seven factories to rapidly cover core and potential
markets. The Group also innovated and digitalized its supply chain
facilities and consolidated its cold chain business to refine its
delivery system and improve its dispatch and transportation
efficiency. The fresh milk division also further reduced cost,
enhanced efficiency, and streamlined the management of
businesses along the entire supply chain.

Milk Formula Business

On 18 March 2021, the National Health Commission of the PRC
promulgated three standards, namely Food Safety National
Standard for Infant Formula (RMEZ2HREELZEFRM))
(GB10765-2021), Food Safety National Standard for Older Infant
Formula (RmEZ2BEKIEER KL R Rim)) (GB10766-2021)
and Food Safety National Standard for Young Children Formula
(EmZ2EREFEEHEE T Rm)) (GB10767-2021), which
imposed stricter requirements on raw material purchase, supply
chain, production processes, research and development, and
production stability, whereby promoting the industry upgrade and
product quality improvement.
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Since the end of May 2021, China has gradually rolled out the
three-child policy and support measures for parents. As the
three-child fertility policy has been promulgated and implemented
in numerous provinces, it may boost the consumption of infant
milk formula. With the economic recovery of China, per capita
income growth, and the continuous updating and promulgation of
policies, regulations, and standards, it is expected that the quality
of infant milk formula will further be improved and the industry
structure will continue to be optimized.

With the improvement of Chinese residents’ living standards and
greater health awareness, as well as the aging of the population,
the nutritional product industry catering to the “silver economy”
has seen great development opportunities. Nutritional products will
trend towards the strategic upgrading of simple nutritional
supplements towards formula and functional products, which will
drive the structural upgrade of adult formula products and
promotes the rapid omnichannel growth of adult formula.

Milk Formula Business of Yashili

The milk formula business of Yashili International Holdings Ltd
(“Yashili”, stock code: 1230.HK), in which Mengniu holds 51%
equity interest, recorded a steady increase in sales, mainly due to
(i) the increasing penetration of adult milk powder and nutritional
products, driven by the development of new functional products
shifting focus to high-end products while developing new market
segments; (i) optimization of its infant formula product portfolio
and rebranding efforts; and (i) enhanced brand exposure and
credibility through a variety of advertising methods to boost online
and offline sales volume growth.

In 2021, Yashili leveraged its professional research and
development team, responded to the market development trend
and consumers’ needs. Yashili made good progress on infant
formula registration and the research and development of adult
nutritional products. Yashili further differentiated its products and
continued to develop infant formula products with nutritional
elements based on the scientific standards of breast milk. Yashili
also developed a series of children, women, adults, middle-aged,
and elderly milk formulas to suit various nutrition needs of
different consumer groups.
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As of the end of December 2021, Yashili and its partner, Arla,
had a total of 51 products in 17 series that were approved to
register as infant formula powder. To enhance and consolidate its
product differentiation advantages, Yashili continued to upgrade its
existing infant formula products and conduct research in lipids,
proteins, and oligosaccharides to develop new infant milk powder.
Yashili also launched an R&D project to refresh and upgrade the
packaging on the entire product line based on the insights of the
needs of the infant feeding population.

In addition, Yashili developed and launched several kinds of
children’s milk powder to meet various nutritional needs in the
first half of 2021 through the innovative application of M8 breast
milk-derived probiotics. In 2021, Yashili developed a series of
upgraded Yourui milk powder for the middle-aged and the elderly,
which has been launched with a brand-new functional portfolio
and a new product image. Yashili developed products with
different functions according to the physical characteristics and
nutritional supplement needs of the middle-aged and the elderly.
Added ingredients such as strains and dietary fibers serve to
enhance the absorption capabilities of the intestines of the
middle-aged and the elderly, and ingredients such as calcium and
colostrum basic protein powder supplement the gradual loss of
nutritional ingredients in the middle-aged and the elderly. In
addition, Yashili launched a series of baked cereal, yam powder,
and goji berry drinks to further enrich its product offerings.

Bellamy’s Business
Bellamy’s, an Australian organic infant milk formula and baby food

provider, was acquired by the Group at the end of 2019.
Bellamy’s has adhered to the “Pursuing Organic, Naturally
Organic” brand positioning and actively expanded its portfolio of
high-end organic products.

During the year, Bellamy’s expanded the offline sales network and
e-commerce platform of its Equi-pure milk powder. During the
year, the global innovation unit was established to integrate global
resources, refine product structure and accelerate the
development of new products. It will also accelerate local
research and development and production to cater to the needs
of local consumers and expand its product categories to cover
fast-growing infant complementary foods and snacks as well as
enhance the innovation of complementary food and snack
product and accelerate the launch of new products. Bellamy’s
cross-border version of the classic blue canned milk powder will
be upgraded globally to further strengthen Bellamy’s leading
position in the organic baby food industry.

ERERIX AR

BE_T-—F+-AK  BEHRAEKFAr
KE1TEZRI51EE mBEH B RE T P83
- RHEBERANEEZR(CERES  BLA
BT - —FHREEEC TTHEYRETEM
TR KRE  ERE  BERREEHHEHET
MR IFRBEZHRIAN  LABPRREA
HONFRARSER  HELRERNBER
THARFFEIER ©

F 4N - £ A58 B 8l T e MBS & FL R 5
% E_;:*Ej:ﬂéﬁﬁﬂ?‘imT%mﬁET
EEFRONREDNN - —T - —FHEARD
4‘5@% RN ZRBPEFDNYN  UEHOEES
MEMPZRIM LD - REPEFARFBER

REBWMAFR  FREAFMAHLEBE TR
MEm - EPNNE S Emk R ERBESKRY

fREP EF G BRI B - MIREESH

EXRD HAFEFATEEITREANEEK
oo kA  HEEFIAIFTAAEE LT T R QKA
ERRLER  MERRE BELYEER®
* o

g izzf\’%ﬁ
AEERZZ—NEFERBIERMNBEHEYN IR

LA RS %Ruuﬁﬁﬁﬁﬂ/f R AR [BK
BHEER REARINREEL  KANERS
B WA MR o

FRN - AHREBDMESHEEBANR T REN
BERTRMB o FRKEZIREIFE - BE5 2K
BRER  BILERERE REFTHRAE - 23K
BIFT LA IR AR ML B B A - BRAAHEE
ERF UTHEREIRESRERNENZHR
MER - MATHRMBAEIR - leJ I%%ﬁuutm °
AR B ERCHE RN - B ER 2R
FH - Bﬁ—ﬁbﬂﬁﬁﬁ\ﬂ?/rﬁ“ﬁ%%@iﬁ%uuiﬁm
BEMAL -

27



28

China Mengniu Dairy Company Limited FEIR4 A ¥ ER AT

MANAGEMENT DISCUSSION AND ANALYSIS
ERERIZ AR

Confident about the prospects of high-end organic milk powder
and complementary baby food and snack products, Bellamy’s will
further enhance its brand influence and brand image of organic+
to convey the concept and value of organic products, targeting
young mothers through innovative brand communications. In the
coming year, Bellamy’s will put more resources into developing
Equi-pure, platinum organic A2 high-end milk formula and
complementary foods and snacks with high potential, to further
establish its high-end organic brand image and enhance brand
awareness.

Bellamy’s will focus on the cultivation of key markets and
continue to efficiently empower its channels. Bellamy’s will also
closely cooperate with Tmall, JD.com, and other major
e-commerce platforms to penetrate lower-tier markets and live
streaming sales channels such as Tik Tok and Kuaishou. Through
continuous innovation, Bellamy’s aims to become the first choice
of organic products. And with the launching of children’s milk
powder and complementary food and snack products, Bellamy’s
has expanded its market from infant milk formula to children’s
milk powder.

Ice Cream Business

With the consumption upgrade trends, innovation of ice cream
products has trended towards more high-end, healthy, and trendy
products. The rapid growth of in-home consumption of ice cream
products and the e-commerce and new retail channels further
promoted the growth of ice cream products. In 2021, the entire
product lines of brands such as Suibian, Mood for Green, and
Deluxe were innovated and upgraded. The Group accelerated the
development of new retail channels through deep channel
cultivation, further expanding network coverage and strengthening
sales terminals control, driving good growth in the ice cream
business.
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During the year, the ice cream business division continued to
focus on its brands, such as Suibian, Deluxe, and Mood for
Green, promote product innovation and upgrade, and strengthen
the sales basis of modern and new retail channels. During the
year, Suibian successfully launched trendy products such as
caramel pearl, rum flowing core, and nuts flavored products.
Adhering to its brand proposition of “A Bite of Nature (—O K&
SR)”, Mood for Green introduced the herbal “Zhiging (fE&8)” ice
cream series, offering new products such as enzyme green plum
flavored ice cream with dietary fibers added, barley leaf flavored
ice cream with controlled sweetness formula and refreshing sweet
and lemongrass jasmine pineapple flavored ice cream. Deluxe
launched ice cream cup products and the individual-sized
“Qingchong (1A%E)” milk ice cream series. In addition, Deluxe co-
branded with Xiao Guan Cha (/MN#EZY) to launch the Chinese
teacup product series, including Tieguanyin Flavored lce Cream
(Fk#53238), White Tea Flavored Ice Cream (A5 2 #) and
Jasmine & Green Tea Flavored Ice Cream (3_F&R). Deluxe also
launched the “Dongfang Yun (5E7585)” product series, offering
warm winter series ice cream such as ejiao and walnut milk
flavored ice cream and bamboo red bean milk flavored ice cream,
leading the industry to launch new ice cream products in line with
new Chinese trend Guochao (B)#).

In terms of channels, the ice cream business division furthered its
RTM strategy by establishing “Qingxin (#8.0))” ice cream flagship
stores on mainstream e-commerce platforms such as Tmall and
JD.com, to accelerate the deployment into new retail channels.
During the vyear, the ice cream business division further
accelerated the development of digital marketing, expanded
convenience store channels, accelerated network coverage, and
increased the proportion of direct sales to effectively improve its
product turnover and supply chain efficiency. In addition,
benefiting from the rapid growth of home and online consumption
after the epidemic, the ice cream business achieved a diversified
development of e-commerce and new retail channels, fully
covering all major home delivery business platforms and
effectively achieving synergistic development of online and offline
integration.

To accelerate the deployment into the Southeast Asian market,
the Group acquired Aice, a leading ice-cream brand in Southeast
Asia at the end of March 2021. Aice has established an extensive
ice cream sales network in Indonesia.
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Cheese Business

In 2021, grasping the growth opportunities in the cheese
industry, the Group focused on children’s cheese sticks, cheese
snacks, cheese and butter for family consumption and other retail
cheese products and provided dairy product solutions to
customers in the foodservice channel. The cheese business grew
rapidly in the retail and food service sectors.

During the year, through in-depth consumer insights, the cheese
business launched the additive-free children’s cheese sticks,
leading the transformation and innovation of children’s cheese
products. The cheese business also launched China’s first
organic cheese stick and room temperature cheese sticks at the
end of the year, expanding more consumption scenarios and
providing higher standards of nutrition and health, which were well
received by mothers and children. In addition, the Group
accelerated the layout of its cheese snack business, leveraging its
consumer insight and great product innovation capabilities, the
Group led the market by launching a series of new casual cheese
snacks which cater to the taste of the China market. These
products innovatively combine cheese with dried fruit, puffed food,
and other snacks. Cheese triangle (&1 =), cheese milk stick
(4 15) and cheese raspberry (£+%7%) and other new
products have all achieved a remarkable market response.

Benefitting from the rise of home baking, the sales of domestic
table cheese and butter products have been growing steadily.
Mengniu’s retail cheese segment has two product lines, imported
and domestically produced products, to cater to the different
needs of consumers in China. £ /T (Ai Shi Chen Xi), a brand
under Mengniu, launched a series of domestically produced butter
products in 2020 and the sales volume doubled in 2021. With
respect to the imported line of butter products, Mengniu Group
collaborated with Sam’s Club (LU € &J5) to launch a
customized product, creating a new business model of
customized business.

Mengniu’s £ L= (Ai Shi Chen Xi) cheese foodservice business
provides dairy products and solutions for professional users, it
markets its products through specialized exhibitions and the
launching of co-branding campaigns. In 2021, the cheese
foodservice segment completed co-branding promotions with
brands such as Freshhema, Daselea, Tous Les Jours.
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On 9 July 2021, the Group became a substantial shareholder of
Shanghai Milkground Food Tech Co., Ltd. (600882.SH)
(“Milkground”), a leading Chinese cheese company with the
strongest research and development team and the largest
production capacity in China. The Group will utilize Milkground as
the operating platform of its cheese business and will inject the
Group’s cheese business including the trading of cheese
products and related raw materials such as butter, vegetable oil,
cream, and cream cheese into Milkground within the next two
years.

Quality Management

In 2021, the Group implemented a three-year strategic plan for
quality management under the core concept of “consumers are at
the heart of all our decisions”. The Group continued to promote
the implementation of the Quality Management System 3.0
through the three core programs of Quality Culture, Quality
Design, and Perfect Products.

During the year, the Group became the first company in China to
adopt BRCGS Global Assessment Tool for Food Safety Culture
Excellence Assessment (advanced version) to conduct food safety
culture evaluation. Mengniu’s overall score fell within the Grade A
range of 85%—-100%, the highest level, far exceeding the global
average score of 75% in the same industry, fully demonstrating
that Mengniu’s quality management has reached international and
industry-leading level.

The Group continuously upgraded its management system based
on eight advanced international standards and continued to carry
out management system certifications such as 1ISO9001, HACCP,
FSSC22000, and GMP. The Group carried out BRC certification
for the first time during the year and successfully obtained the
certification certificate. In terms of product certifications, the
Group continued to push forward the certification for student milk
products and 18 organic products, with a 100% passing rate, in
particular, cheese business division, successfully obtained its first
Chinese organic product certification. Six of the Group’s major
product categories, including pasteurized milk and fermented milk,
were the first in China to pass the EU standard product
certification for food.

In addition, the Group’s product standards for beverage, cheese,
and infant milk formula have completed the upgrade to EU
standards and obtained product certifications, with product quality
comparable to international standards.
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Milk Source Management

The demand for dairy products recovered strongly after the
epidemic and the upstream supply of milk is tight. To achieve the
strategic goal of “To Create a New Mengniu” in five years,
Mengniu has focused on the construction of high-quality milk
source bases mainly in areas where it has a competitive edge
and green low-carbon development by the national requirements
of dairy industry revitalization and optimization of milk source
layout. In addition, Mengniu is actively advancing the strategic
cooperation project of China Dairy Industrial Park, focusing on the
layout of industrial clusters along the Yellow River basin, Nen
River basin, and Xiliao River basin. The project aims to establish
quality milk source bases that feature “one million dairy cattle, one
million mu (&) of pasture, one million tons of milk (& &EEHF -
HEMES  ABWE4 D) in the next five years to alleviate the
problem of insufficient growth in raw mik to meet consumer
demand and promote the high-quality development of the dairy
industry.

Since the outbreak of the COVID-19 epidemic, Mengniu has
continued to implement the five protective measures of “Securing
Procurement, Ensuring Supply, Guaranteeing Delivery, Maintaining
Sufficient Capital, and Securing Operations” to protect the
interests of dairy farmers from losses and promote the rapid
recovery of the dairy industry which is highly recognized by the
industry. In 2021, Mengniu continued to implement the five
protective measures, actively assisting in the disaster relief during
the floods in Henan Province and the rare snowstorm disasters in
Tongliao of Inner Mongolia and Liaoning, helping dairy farms solve
problems and difficulties in fresh milk transportation, forage, farm
operation and funding after the disasters, as well as cooperating
with the media to call on the society to provide assistance to
help the disaster-stricken farms in Tongliao, Chifeng, Xinganmeng,
Inner Mongolia and Liaoning to resume their operations. In 2021,
Mengniu cooperated with several financial institutions to contribute
to upstream support funds, meeting the funding needs of
partners to purchase additional cattle, transform and upgrade
operations, and continuously support the growth of small and
medium-sized farms. During the year, Mengniu collaborated with
China Agricultural University to launch the “Precision Nutrition”
project, which provides comprehensive, low-cost, high-quality,
professional, systematic technology upgrades services for dairy
farms, ensuring the growth of Mengniu’s high-quality milk supply
in terms of quality and quantity.
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With the support of the Chinese and Danish governments,
Mengniu and Arla Foods jointly established the Sino-Danish
Center (F fF# ), an international dairy cooperation and
exchange platform, to popularize and promote excellent dairy
knowledge and practical techniques to the Chinese dairy industry
through training, providing onsite guidance by dairy experts and
empowering dairy farms to reduce costs and increase efficiency
through technology. In 2021, the center launched 10 “Milk Cow
Technical Demonstrations” in central China, western China, Inner
Mongolia, northeast China, and northern China. Over 40 dairy
industry experts participated in the field visits to evaluate dairy
farms on dairy operations, nutrition, breeding, milking, herd health
management, and feed management. Evaluation reports and
correction plans were prepared and on-site guidance was
provided to the ranches. A total of 498 dairy farm staff and
technicians participated in and benefited from the demonstrations.
With respect to online training, the center organized 26 training
sessions on current hot topics in the dairy industry to more than
124,900 participants. In terms of publications, Mengniu issued
seven bilingual editions of “Sino-Danish Golden Milk Source
Report ({FF A& MR R))” to popularize dairy farming
expertise to domestic and international readers, and published
seven articles in the international publication DAIRY GLOBAL to
share the development of Chinese dairy farming with the world.

During the year, the Dairy Cattle Research Institute of Mengniu
led and participated in the preparation of six local standards and
one group standard, which were approved for official
implementation to help improve upstream management. The seven
approved standards are for smart farming and information
exchange, quality traceability systems, application of intelligent
monitoring systems for cow estrous cycle, diagnosis, control and
prevention of calf diarrheal diseases and viral infectious diseases,
and promotion of cattle welfare. In addition, Mengniu
independently compiled the first “Ranch Safety Management
Guidebook ((#HZZ2EIEEEFM))” in the industry, which
specifies the safety management methods and cases in each
aspect of ranch operation process, establishing a set of
systematic, professional, and practical safety management
guidelines to improve the production safety of ranches. In
accordance with the Cow Welfare Promotion and Implementation
System ((HBUZIHHEFHEEEIEE X)), Mengniu cooperated with
Modern Dairy to promote a certification system for ranches that
meet animal welfare criteria during the year.
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Mengniu established advanced ranches with better standards and
intensive management for higher quality milk production. The milk
source business division promotes raw milk quality management,
SOP, and digitalized platforms to improve all aspects of farm
construction, cattle feeding, milk production, storage and
transportation, and procurement management. These measures
enabled further enhancement in farm output and efficiency,
allowing quality indicators such as milk somatic cells and
microorganisms to reach the level of developed countries.
Mengniu consistently achieved a 100% passing rate in
randomized inspections of the Group’s milk bases conducted by
governmental authorities.

Corporate Digital Strategy

2021 was the first year of Mengniu’s digital transformation.
Adhering to its principles of “Increasing revenue with customer
insight, increasing volume and profit by refined omnichannels
management, improving quality and efficiency with supply chain
going online and reducing costs and enhancing efficiency with
dedicated management”, the Group further promoted the
digitalization and transformation of Mengniu.

With respect to “Consumers Going Online”, Mengniu analyzed and
studied online and offline consumer data to provide data support
for precision marketing, effectively improving consumer operation
efficiency, promoting member repurchase, and achieving accurate
marketing and digital media placement.

Regarding “Channels Going Online”, version 2.0 of the “Smart
Network” was officially launched in 2021, and “Channels Smart
Network 2.0” was upgraded in the same year to realize digital
management, digital marketing, and digital connection and
empowerment of terminal stores. The upgrade of “Channels
Smart Network 2.0” also strengthened the capability of
comprehensive system processing and external interfacing of each
business segment to improve the overall efficiency of the
business.

In terms of “Supply Chain Going Online”, core business
capabilities have been established and empowered through the
help of information technology, such as processes
standardization, quality traceability, integration of production and
marketing synergies, and full visualization of logistics. As such, our
business development is now fully empowered and supported by
digital technology. With data intelligence to drive supply chain
system synergy, the overall costs of the supply chain are
optimized, achieving the objectives of its data-driven optimization
strategy.
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MANAGEMENT DISCUSSION AND ANALYSIS

“Management Going Online” covers the management of finance,
human resources management, administration and logistics,
management collaboration, and other business areas. Through the
information systems for internal management of enterprises, the
Group realizes the core capabilities of process standardization,
management digitization, online collaboration, and full-process
visualization, optimizing efficiency in administration and internal
approvals.

FINANCIAL REVIEW

Revenue

With the accelerated development of greater health awareness
following the pandemic and the Group’s active response to
consumption growth opportunity to continuously upgrade its
product portfolio, stimulating the strong growth in the sales of
mid- and high-end products, as well as the active development of
various online and offline channels, the revenue of the Group
amounted to RMB88,141.5 million for the year ended 31
December 2021 (2020: RMB76,034.8 million), representing a
year-on-year increase of 15.9%. In particular, revenue from the
liquid milk business, milk powder business, and ice cream
business increased by 12.9%, 8.2% and 61.0%, respectively, as
compared with last year, and the other business including cheese
business increased significantly by 126.3% as compared with last
year.

Gross Profit

The Group’s gross profit for the year increased to RMB32,389.9
million (2020: RMB28,629.3 million), driven by growth in revenue
and significant optimization of the product mix. Gross profit
margin decreased by 1.0 percentage point to 36.7% as
compared with last year (2020: 37.7%), due to the impact of the
increased raw milk price.

Operating Expenses

Operating expenses of the Group for the year increased by 9.4%
to RMB29,117.1 million (2020: RMB26,617.6 million), accounting
for 33.0% (2020: 35.0%) of the Group’s revenue. The decrease in
the percentage of revenue was mainly due to the measures
adopted by the Group in the first quarter of 2020 that increased
extra costs, including (i) additional expenses by the Group for
epidemic prevention and control to safeguard the health and
safety of workers and to resume normal work and production; (i)
additional sales and promotional expenses by the Group to
reduce its channel inventories as soon as possible; and (iii)
donations of cash and products to actively fulfill the Group’s
social responsibilities. Related additional expenses have been
limited as the epidemic was generally under control in China
during the year.
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During the year, selling and distribution expenses increased by
9.0% to RMB23,487.7 million (2020: RMB21,540.9 million),
accounting for 26.6% of the Group’s revenue (2020: 28.3%).

Product and brand marketing expenses during the year increased
by 6.0% to RMB7,207.9 milion (2020: RMB6,803.1 million),
accounting for 8.2% of the Group’s revenue (2020: 8.9%).

Administrative and other operating expenses, including impairment
losses on financial and contract assets and loss on disposal of
financial assets measured at amortized cost, increased by 10.9%
to RMB5,629.4 million (2020: RMB5,076.7 million), accounting for
6.4% (2020: 6.7%) of the Group’s revenue, down by 0.3
percentage points, which was mainly due to improvement in
operating efficiency and cost control during the year.

Profit from Operating Activities and Net Profit

During the year, due to the increase in the overall revenue of the
Group and increase in operating efficiency, the Group’s earnings
before interest, taxes, depreciation, and amortization (“EBITDA”)
improved by 38.1% to RMB7,980.3 million (2020: RMB5,779.3
million) with EBITDA margin at 9.1% (2020: 7.6%).

Profit attributable to owners of the Company increased by 42.6%
year-on-year to RMB5,025.5 million (2020: RMB3,525.0 million).
Basic earnings per share were RMB1.274 (2020: RMB0.897), up
by 42.0% year-on-year.

Income Tax Expenses

For the year ended 31 December 2021, income tax expenses of
the Group totaled RMB904.5 million (2020: RMB653.2 million),
representing a 38.5% increase year-on-year. The effective income
tax rate was 15.4% (2020: 15.7%), down by 0.3 percentage
points year-on-year, which was mainly due to increase in revenue
contribution from subsidiaries that enjoy tax exemption for
preliminary processing of agricultural products.

Capital Expenditure

For the year ended 31 December 2021, the capital expenditure of
the Group amounted to RMB12,134.6 million (2020: RMB6,116.2
million), representing an increase of 98.4% vyear-on-year. Of the
total, RMB6,220.3 million was spent on building new production
facilities and modifying existing ones as well as related
investments, and RMB5,914.3 million was invested in equities.
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Working Capital, Financial Resources, and Capital
Structure

For the year ended 31 December 2021, the Group recorded net
cash inflow from operating activities of RMB7,544.7 million (2020:
RMB5,347.7 million), representing an increase of 41.1% as
compared with last year.

As of 31 December 2021, outstanding interest-bearing bank and
other borrowings of the Group increased to RMB27,033.0 million
(31 December 2020: RMB18,944.3 million), of which interest-
bearing bank and other borrowings repayable within one year
amounted to RMB4,265.5 million (31 December 2020:
RMB4,924.4 million). More than 80% of the interest-bearing bank
and other borrowings were bearing interest at fixed rates. The
increase in internet-bearing bank and other borrowings was
mainly due to the increase in equity investment during the year.

Net borrowings (total amount of interest-bearing bank and other
borrowings net of cash and bank balances) of the Group as of 31
December 2021 were RMB15,816.1 million (31 December 2020:
RMB7,547.2 million).

The Group’s total equity as of 31 December 2021 amounted to
RMB41,999.4 million (31 December 2020: RMB37,247.6 million).
Its debt-to-equity ratio (total amount of interest-bearing bank and
other borrowings over total equity) was 64.4% (31 December
2020: 50.9%).

Finance costs of the Group were RMB743.1 million (2020:
RMB572.3 million), or approximately 0.8% when expressed as a
percentage of revenue (2020: 0.8%).

PRODUCTS

Leveraging its rich resources and international-leading
technologies, Mengniu continued to innovate around product
differentiation and premiumization, leading the industry with
superior products and driving sales volume growth. During the
year, Mengniu put forward and adopted the DTV (Design to
Value) concept, which is a consumer-centric product development
concept that aims to design products that meet the needs of

ERERIX AR
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MANAGEMENT DISCUSSION AND ANALYSIS
ERERIZ AR

consumers, while simplifying product complexity to reveal the true 2 ARAED ~ CHM - D RIERE S EAX
value of its products, driving the sustainable development of IRAN :

Mengniu. The principal businesses of the Group are liquid milk,

ice cream, milk formula, and cheese products with their

performance during the year outlined as below:

Product category Financial performance Highlights

Emm BRA B

Liquid milk Revenue amounted to RMB76,514.4 million (2020: RMB67,751.0 million), accounting for 86.8% of
RREYS Mengniu’s total revenue (2020: 89.1%).

WABARBETE5144B L (ZE_ZFF : ARK677.51087T) @ (ERF LU AHI86.8% (=
T _F4F :80.1%) °

UHT milk The Milk Deluxe 3.0 era began following the launch of its
UHTZ} products in the upgraded “DreamCap™” packaging in 2019.
In May and June 2020, the upgraded organic pure milk and
pure milk of “DreamCap™” was launched, containing 3.8 g of
natural high-quality milk protein and 125 mg of natural calcium
per 100 ml. In satisfying the health needs of consumers, the
Milk Deluxe organic pure milk has been awarded dual
certifications for organic products from China and the
European Union. Such achievements further reinforced the
premium position of the Milk Deluxe brand. In 2021, Mik
Deluxe launched the “better organic” desert organic pure milk
and the CBP high-calcium pure milk. The “better organic”
desert organic pure milk uses limited raw milk from Ulan Buh
Desert oasis and contains 3.8 g of protein per 100 ml. The
CBP high-calcium pure milk contains 135 mg of calcium from
a high-quality milk source per 100 ml and has rich Vitamin D
A iy that can promote better absorption of calcium.
; HrHp R — - NFHE SIS RBEER  FREmEH
30K - —E_FTFRAENA  BELHERIFHEHEF100=
FHEA3BRAABEIER - 12562 AAS GO ARNRE 7
HERMT N RS AL N M - AR FmFaRadng
3B B R AR S M SR R %ﬁi;@ﬁgﬁﬁ’ﬂk FHEK - E—F
ZEEAFmANRImmIEMN c — T —F - FmsimEiEL [E
ﬁ%*ﬁ%JE’J IR B AT %ﬁﬁlﬂm%ﬁﬁﬁﬂ DEGEMIVR
. F100mIE 23.8gFAH : ARCBPESALF ) - S100m=4
|5ﬂ*ﬂﬂij 135mgBE IR - @EMBLERDE B FMTEBRIK -

; @#9}1‘ Mengniu’s comprehensive UHT pure milk line includes
i i - Mengniu pure milk, high-calcium milk, low-fat high-calcium

milk, and skimmed milk. In August 2020, Mengniu’s Nutritious

{nesy {HERS

a and Mellow Enjoyment pure milk series was launched. The
?;.3 =:I: product contains 3.3 g of protein per 100 ml and has a very
T3q9) o rich taste. L N N
- ;Qﬂ T S UNTI I DR D - B ERSETIME
L B il bt i%fFﬁ}}—rEuu ZECTEN\A FOBEEEZRENE

% B100EASH33RELE  ABEE R -
Key Products:

— Milk Deluxe

—  Mengniu pure milk

— Mengniu breakfast milk
- Student’s Milk

L E%Fuu :

N
~  FEEE
~  Eigp
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Highlights

Room Temperature Yogurt

R 0 D

B

Just Yoghurt’s light flavor fruit yogurt launched a new yellow
peach and quinoa flavored product this year, which contains
more protein and less sugar content, providing consumers
with a healthier and tastier yogurt. At the end of the year, the
Group’s popular product, Yummy Yoghurt, was launched.
With its new formula, upgraded technology, and brand-new
packing and adhering to the brand concept of “made with real
ingredients”, Yummy Yoghurt achieved a breakthrough by
combining snacks with yogurt and turning room temperature
yogurt into spoon eating yogurt. In January 2022, the Brand
launched the new generation healthy yogurt products. Through
Mengniu’s precise insight of demands of the new generation
women, the Group launched a series of yogurt products
featuring zero calorie and delicious taste, leading the trend of
room temperature healthy yogurt products.
AERNERIBRDSFHESUREETm EmsESER
BENELAWE  RHEBEREENERMERNLERLY
FE - FHRMERNBBER AR - RilTER  aRE2E
BETHEMEIOMBRES B HEREENERES  TK
REBRDKAAR BSOS AERERYD - ZmE T
—AfELEFT —RKEEBRRY BEREHN —KLUERLT
KR ETTEARE BFEINREKRY  s|EFARNmEA
B -

Key Products:

— Just Yogurt light flavor yogurt

— Just Yoghurt fruit pulp flavor yogurt
— Just Yoghurt Yummy Yoghurt

— Just Yoghurt Just Yoghurt

BEHEM:

— ABERIEY
— AERAE KB
— BB

— BB
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Product category

Emm

Financial performance

MBRE

Room Temperature Milk Beverage

Ey- e

sy

= RANRS

Highlights
Bm

Milk beverage brands including Fruit Milk Drink and Suan Suan
Ru launched a variety of new products, such as red grapefruit
Sijichun, Rucigizhi sugar-free sparkling water with lactic acid
bacteria, and Suan Suan Ru lemon tea, and achieved a
comprehensive brand rejuvenation upgrade, leading the
innovation and trend in the industry.

ERN - BEASIGHOEOER TAMEES - AAE
OMEFBERRAKMEBEREIANEEEEL T o 2EHETM
MBEEEFR - SIBITHEAFERITBE -

Key Products:

—  Fruit Milk Drink

— Fruit Milk Drink high-end colorful fruit pulp series
— Swan Suan Ru yogurt-flavored drink

BEHEM:

— BRI m

— EBERNFHEHRNTF I Z 5]
— BEI K@ ZES
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Product category Financial performance Highlights

EmmE BRRER B

Chilled Yogurt Champion introduced zero sucrose yogurt series containing no
&R

cane sugar, no artificial sweeteners, and no preservatives. To
satisfy the rapidly growing demand for household
consumption of mid-to-high end vyogurt, the Group has
launched a new silky concise formula yogurt product. In
addition, as the only yogurt in China that has received
Wl national health food certification, the “Champion Yogurt
; Approved Health Food” series contains BB-12, a very active
Danish Bifidobacterium which can effectively regulate the

f? bacteria population in the digestive system.
& TR RO TRAEES - TITORNE - OATHKA - OF
-'.\_! MTEE - RimBFEmBENREEERFIERNTR KK
- ﬁ B TR ERNERE A ER - I B/ NERE
el FRIRIERERBEAE ——HESERRERMABENR
ey - ERFEBBA2WEISE - BRT - ANBHISERE -

NE-TCaasing

@ To support the “Three Reduction and Three Health (ZJE =
f#)” campaigns launched by the Chinese government and to
fulfill the increasing demand for lower sugar intake of

Y consumers, Mengniu launched a series of low-sugar and zero

B sucrose yogurt products in 2021, satisfying the needs for
ﬁ nutrient consumption of household while eliminating
ARG consumers’ concern about sugar, making yogurt suitable for
v the whole family.

W e AEBERZRZRIBREESH R EREBRERY

L ) 6 BB T F R RE I - ORI RSB -

MEABRREHEEARNRR - HBREBEHR AR %
T e g E@EERARBHELY -
e[ Y |
prtel | 2reens Key Products:
— Champion
Q 0 — Mengniu Zero Sucrose Yogurt
»e = ERER
— B@#l
— RFOFHEBRI
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Product category

Financial performance

Highlights

Emm MBRE

Chilled Milk Beverage
188 7, et A

BLHAR EWI00Z 050
€D
= L

&R C

SOMMZERTET]

CLLRCL Ll

LC-37,
[ e
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B

The small-bottle LC-37 series is the major series of the Yoyi C
brand. Each bottle of the product contains 50 billion active
probiotics with low sugar, zero fat, and high calcium. Even
with the presence of gastric acid and bile and under the body
temperature of 37 C, this product still has a sufficient amount
of probiotics remaining active to effectively regulate the
condition of the digestive system. In addition, Mengniu
introduced Yoyi C Probiotics Powder which created a
benchmark of 100 billion high compound probiotics in the
industry. The two new products were launched in December
2021.

EBmCm BB E/NHLC-37E m - i E 350018 #)E & £
B HEHERE - OFERD - S M M - ZEMCE S BRAMETH
B DA RHBENERTERE - EI7TRIRRE TK
RRBEN - B EGBRE - RIMELERCHERED -
TE1,000RITERBHESRERERRER MmN T _—
F+=ZALm-

Key Products:
— Yoyi C
— Yoyi C LC-37

EHER:
— #EzmC
— #Bz%C LC-37
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Fresh Milk
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Financial performance
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Highlights
B

Mengniu’s Shiny Meadow fresh milk was launched as a
premium brand. It is produced using low-temperature
membrane concentration technology and Swedish milk fat
separation technology, enabling it to retain the highest
proportion of natural nutrients in quality fresh milk. In the first
half of 2021, Shiny Meadow recognized the opportunities from
insights of market demands and launched the new Youhu A2
fresh milk product featuring “first fresh milk for babies (& K]
FE— MO8, Shiny Meadow also launched a fresh milk
product that is rich in original high-quality milk protein
(4.09/100ml) and calcium (130mg/100ml). Shiny Meadow
introduced mini packaged milk tea to explore fresh milk+
category opportunities and to strengthen its leading position in
the high-end fresh milk market.

S SR & A g A A - FRBER IRR A8 Rl M
HIPEDBERN - FACREBEBEHDPRALR - FHHFZE
TECFIHFREMSRR HHIEENE -OEDNIE
EAEHAMHNER REELEEEZREBEILER
(4.09/100mI) A & = & 4 = 5 (130mg/100ml) B4R 775 » 3 4 2k
RERBINZ  REFD+mBRe  ZEESKHHENTSREH

fiL o

Key Products:
— Shiny Meadow fresh milk
— Modern Meadow fresh milk

BEHEM:
— BHEZETY
— HAHBGETL
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Product category

Emm

Ice Cream

KB

Financial performance

MBRE

Highlights
Bm

Revenue from the ice cream business amounted to
RMB4,240.2 million (2020: RMB2,633.7 million), accounting
for 4.8% of Mengniu’s total revenue (2020: 3.5%).
WABAREA2 40218 T (ZZE_FF : ARM26.337187T) °
IERFBRANLI8% (ZTE-FF : 35%) °

In the year, Suibian launched trendy products like the caramel
pearl and rum flowing core products, which successfully
attracted young consumers.

BEER_T_—FHEEEDHK  MAMBOKERR SN
Em - KRS FEEEE -

Adhering to its brand proposition of “A Bite of Nature (—HX
B 4X)”, Mood for Green introduced the herbal “Zhiging (fE#%)”
ice cream series, offering more healthy product choices to its
consumers.

RELCEBRE—ORBAINREETR  HEHEVELRNE
HIRPNAKEMN  REEERHESRENEREE -

As a new generation brand of high-end ice cream and in line
with its brand proposition of “Less is More”, Deluxe launched
the “Qingchong (fH%E€)” milk ice cream series. During the year,
it also co-branded with Xiao Guan Cha (/MEZY) to launch the
Chinese teacup product series, leading the industry to launch
new ice cream products in line with new Chinese trend
Guochao (B #).

FHEZERN —RSmICHENmE - TR - 82 8]
B bR oK - HE A EE R4 FLACEMN - R - FABR /R
KB L P EZE XTI R ER - 5| BT FEHEHHBESH AR
WE m e

Key Products:

— Suibian

— Deluxe

— Mood for Green
— Mengniu lce+
— Aice

BIEM:

_ g

— FEEZ
— ARELE
— K40k+
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Product category

EmmE

Milk Formula
3%

Yashili
FELF

MBRE

Financial performance

Highlights
B

Revenue from the milk formula business amounted to RMB4,949.1 million (2020: RMB4,573.0 million),
accounting for 5.6% of Mengniu’s total revenue (2020: 6.0%). The revenue of milk formula business
mainly included the revenue from Yashili and Bellamy’s.

WABARBEIQINETL(ZE_ZF : ARB45.730ET)  EFFHBUAKS6%(ZT_FF :
6.0%) - MMEBUAFEBERE B LMK BRAKEBHKA -

Ty
DILRFHAM
12-3688 38

Products of Yashili are classified into two categories, namely
infant milk formula and nutritional products. Its milk powder,
organic milk powder, and goat milk powder comprehensively
cover the super high-end, high-end, and mid-end markets.

BENERDREYREANHNEREERMARE - +4)
B BRNN  FOIMEEBEBRN  =m TREZER

mi5 o

Since 2020, Yashili has renewed the brand proposition of
Reeborne. As a high-end infant milk formula brand of the
Group, with the brand positioning of having a lighter taste and
more nutritious ingredients. The product series includes seven
products catering to the different needs of infant nutrition
function of its target customers.

BT _TFRE BEIANBEHHBELINREER FREES
mBNREFDH@E - AEIMERAK  ELEBXH B
mMEER  EmAIIABLRER  StEHTRBY ZERIAE
BREBEEP -
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Highlights
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Reeborne Kieember is the signature product of Reeborne and
is manufactured in the factory of Yashili in New Zealand. By
adopting internationally advanced MSD drying technology, the
Reeborne Kieember series can retain the active nutrients of its
ingredients. With double premium proteins (lactoferrin and
alpha-lactalbumin), OPO structured lipid, and highly active
CPP and prebiotics (GOS&FOS and DHA&AA) that are mixed
in the golden ratio, the product provides babies with all kinds
of nutrition that can be easily absorbed with a light flavor.
Reeborne Qinyou organic milk powder adopts the pure
organic milk from free-range dairy cows that are grass-fed for
300 days in the Alps, in a way to provide milk powder with
protein content and organic content of up to 20% and 98%,
respectively, for infants. It passes the WIT organic certification
and adopts the “One Can, One Code” tracking system to
provide quality assurance. Reeborne TruYn goat milk powder
selects high-quality small molecule goat milk protein and
specifically adds rare ingredients such as lactoferrin, the body-
friendly OPO structured lipid, and probiotics and prebiotics to
provide babies with high-quality nutrients that can be easily
digested and absorbed.

A EN] R EENREER  EQRTAFAERIK
RABRAEEMSDE B TE - REBLEKR OGN - SEEE
BEEANEEBMN-FEER - OPO#KENE - =/ECPPEF
He IR ETTGOSAFOS RDHARAA + AEERE 2 F &
B OKBKR  BHRI - Il 8 [/ BHIDHERARE 4
SE R BT B YR - LASOOKE HEMNERINF - REY
RREEASEFE20%NDNY ERESEFENBY  HES
RWNEKREFUR —B—BHPRES  RESEENR
B oA INAIFMHBERE NS FFAED - R
RNINER/K DI EER - BRI AFER D OPOAE g MK &t & W 4
AT REBREZELL FRENELELE -
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Highlights
B

Arla, a world-famous organic dairy producer with over 140
years of brand history, is an authorized purveyor of dairy
products to the Danish royal family due to their high quality.
Baby & Me under Arla has three product lines, “Organic”,
“Lanxi” and “Milex”. The organic milk formula of Arla Baby &
Me has obtained three major organic certifications and selects
rare pure organic A2 milk. The organic milk formula also
contains key nutrients, including high DHA, prebiotics that is in
the golden ratio, and organic whole lactose. As for Arla Baby
& Me Lanxi, it contains the NutriCollab formula featuring
MFGM milk fat globule membrane. The product contains
MFGM milk fat globule membrane, DHA and GOS/FOS
prebiotics in the golden ratio, and premium nutrients such as
choline, taurine, and nucleotide. In addition, Arla Milex is a Pro
Plus nutrition formula that contains OPO structured lipid, BB-
12 probiotics, and prebiotics in the golden ratio hence can
satisfy those seeking easy absorption and natural products.

ArlaBEBBB140F N mERESE - REREANAERIL @A - I
BEEREENREANEEZURAME - AnlEEEHE B

MHESZAARRE  EABETEBNEHA22NE  BEZ
FEEREZENSEDHA - ESHIZETT - 100% 8 #2FLHE
Arla[ 2 B 8 3 B 1% | MMFGMZL 5 BR B8 /& 4% /0 By NutriCollab &
EWEAEES - AIMMFGMELAEIKIE - DHAREEGOS/FOSE & 7 A4
TG WEER  4ER REREEEEEILE  Adal E
7% | B 75 LAOPO#E 1B » BB-12:m4A R ~ =% bl @ 48
FXPro PlusfZ 240k RECLL - BRI - B BARTEK -

Especially added with breast milk probiotics Probio-M8 and 28
kinds of fruit and vegetable powders, Mengniu M8 children’s
growth milk formula is rich in dietary fiber to support the
growth of picky eating children.
FKAHEMBRER 5 Ui A I & 2L R R 2 £ EM8 © 5 5llA fn2siE
ReEH  2RRHE BINIKRBEEXES -
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Financial performance
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Highlights
Bm

Yashili’'s products also include various milk formula products
for adults and multiple series of dissolvable products. Based
on physical characteristics and nutritional supplement needs of
the middle-aged and the elderly, Yashili developed Yourui Guyi
($&ImEE), Yourui Liyi (#&¥% 0 E), Yourui Shunyi (135 )IEE),
Yourui Yitian (&7 145%), Yourui Xinpei (f&¥/03), Yourui
selenium rich and high calcium goat milk powder, Yourui
probiotic powder, Yourui probiotic formula camel milk powder,
Yourui whole pure camel milk powder, and other products.

BKTANERTEEZERADHNZ @RI AHAER - 245
BREPZFABRIBREREBHATR - RRAFFHR DK
ImBH &mAE  EIRIEE - KIRER - &Indl - K
MESFENH  EInnEE@Y  Kinm ERWRK S RIAY - K

ERRAESEIMEES °
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Bellamy’s
Bk

BELLAMY'S
DREGANIC

RGAMIG =]
TOODLLN HILK BRiRE
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Highlights
B

In August 2020, Bellamy’s launched the Chinese-labelled
organic Equi-pure infant milk formula with the addition of a
nucleotide. The product contains six major nutrients, namely
DHA, ARA, choline, taurine, inositol, and L-carnitine. In
addition, the product has new ingredients of organic GOS/
FOS, a combination of prebiotics, which can enhance the
protection function of the micro ecosystem of the intestines of
infants.

—EEFN\A - BRORERPR X R ENERERERR A
7143 - #NucleotidetZ H Ba )T A H#IIEC 7 - B 5 DHA « ARA »
FESR - AHTEBL - BE - MHREARIR S KEBITE - IR AHGOS/
FOSE&Em4A e  AIEMBNREVIZEMERFE - I
RIEE S o

Bellamy’s super high-end organic A2 milk formula series is
made from a 1% rare organic milk source and contains BB-
12 active probiotics, algae oil DHA and lutein. The super high-
end organic goat milk formula series, being awarded dual
Australia organic certifications, contains 100% pure goat milk
protein, D-Geni-XTM probiotics and prebiotics, over 20 types
of nutrients, and a full lactose formula. Bellamy’s also sells
other supplementary foods for infants, including organic baby
rice and rice cereal, organic dried fruits, and organic puree.
A KBRmARAT M RINRBI%EBRERDIR - 28
BB-12/F AR  EHMDHARKE SR BamARFNH R
FJIERERMNEEFEHRAE  2H100%AFILEH - D-Geni-
XIMBSE AR RS ETR20EEERREZARE T 1o B
AMEHEREMBNRERER  MBMKHRHE - BRER
MEBRRES -

Key Products:

— Reeborne

—  Yourui

— Bellamy’s organic milk powder
— Bellamy’s organic baby rice

BEHEM:

- HBE

— K

— RACKRBEDYH
— RACRBEKRY
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Product category Financial performance Highlights

Emm BRA B

Other Products Revenue from other products amounted to RMB2,437.8 million (2020: RMB1,077.1 million),

HihE m accounting for 2.8% of Mengniu's total revenue (2020: 1.4%).
WABARBE24IBETL(ZZZTF : ARB107T1ET) (R FBUAR28% (ZT T 5 -
1.4%) °

Cheese In 2021, Mengniu mainly focused on the development of

b/ifi3 children’s cheese sticks and introduced additive-free children’s

cheese sticks with no artificial flavors, color additives and
preservative, which further consolidated the leading position of
Mengniu in the nutritious and healthy dairy products industry.
The first organic cheese stick in China was also introduced in
June 2021, which contains 51% of organic cheese, including
three kinds of imported organic cheese and no artificial
flavors, color additives and preservative. With such products,
Mengniu expanded its business into children’s cheese stick
market to meet the needs of consumers in China for
upgrading dairy products.

—EC - R4SHRERENREE FITEBE0RNEE
NigE  TABREERNEE  SESFFEITEEERERILE
mEE LRBHMA - WHERF6 A HREE KRB EYIIRE -
BUEBEN =S GRIVALE  AREBANESES1% - TR
MEBCEZHEE  BEAMRRmTENRENS  mEH R
HEEHIGARNEFRK -

Mengniu’s cheese R&D team has achieved a breakthrough in
room temperature technology of cheese and introduced
Mengniu brand cheese sticks at the end of 2021 and
expanded its business into more consumption scenarios. The
main cheese stick product features six times milk calcium, low
sugar and sodium, higher calcium content and less health
burden. The product can be stored and carried at room
temperature, so as to provide children with nutrition and
deliciousness of cheese anytime and anywhere. Mengniu also
launched a series of new casual cheese snacks which cater to
the taste of the China market. These products, including new
snacks like cheese triangle (== £3), cheese milk stick (==
#i{&) and cheese raspberry (ZL#&%E) etc., innovatively
combine cheese with dried fruit, puffed food and other
snhacks.

SR EEKENR SR RMEGERE £ - —%F
EHEEETS mRNRE  MREZHNEBS R - EmE 16
4055 - RHEREN  EEitE e EOMBE  AIAERRERT
MBS  BEEHNZTHERENT I UZEZINNBENEEMNE
R RETHE T —RIFaPETISAKRNKEDNEERN
m o BNRAIFERY R ESRMNNZRETERES
WMEE=/ ZLhiE ZLEESEHm -

Key products:

— Mengniu high calcium cheese stick

— E R E# (Al Shi Chen Xi) children’s cheese stick
— E A (A Shi Chen Xi) shredded mozzarella

EXEM:

— Xt EiEeE

- ERRERENEE
- EARBSHENTR
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PRODUCTION

Mengniu deploys its production capacity according to the
potential of relevant markets and its product strategy. As of 31
December 2021, Mengniu had 41 production bases in China, two
production bases in Indonesia, two production bases in Australia
and one production base in New Zealand, respectively. It had a
total annual production capacity of 11.66 million tons (December
2020: 9.9 million tons).

SUSTAINABLE DEVELOPMENT

In line with the sustainable development goal of the United
Nations and as a part of the strategy of “Creating a new Mengniu
by 2025”, Mengniu unveiled its new 2025 GREEN sustainable
development strategy, a set of industry-based “high-quality green
development” solutions model during the year. Being committed
to its long-term objective of “Protecting the Health of Mankind
and the Earth”, Mengniu will persist on its five major strategies,
including Governance — Sustainability, Responsibility —
Collaborative Prosperity, Environment — Carbon Net zero,
Ecosystem — Collaborative & Accountable and Nutrition —
Supreme & Inclusive, and strives to position itself as the most
trustworthy enterprise in China with the vision of providing
nutritious products, improving quality of people’s life and
maintaining the sustainability of the Earth.

To demonstrate its commitments to low-carbon and green
development, Mengniu is actively addressing climate change and
partners with well-known third-party consultancies to commence
the strategic tasks on double-carbon (carbon emission peak and
carbon neutrality). During the year, Mengniu actively cooperated
with international organizations such as the Food and Agriculture
Organization of the United Nations (FAO), the Global Dairy
Platform (GDP), and the International Dairy Federation (IDF) to
explore a carbon-neutral path for the dairy industry in China. In
September 2021, the global “Pathways to Dairy Net Zero (PDNZ)”
climate initiative was officially launched, and Mengniu became the
first Chinese dairy company to join the PDNZ initiative. According
to the latest green manufacturer list of 2021, five factories of
Mengniu were awarded the title of “National Green Supply Chain
Management Enterprise”. Currently, Mengniu has 22 national
green factories.

ERERIX AR
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In September 2021, during the fifteenth meeting of the
Conference of the Parties to the Convention on Biological
Diversity (COP15) of the United Nations, Mengniu issued its first
Biological Diversity Report. Mengniu made eight commitments,
aiming to unite the strength of the whole society to participate in
the protection of biodiversity through solemn commitments and
practical actions.

In addition, Mengniu carried out industrial chain support actions to
maintain the stable supply of dairy products in China. It continued
to actively participate in the fight against the epidemic to deliver
various free supplies to the affected areas and provide nutritional
supplies to frontline personnel. At the 11th “China Charity Award”
ceremony of the Charity Day of China on 5 September 2021,
Mengniu was awarded the highest government award in the
philanthropic field of China for its outstanding contribution to the
fight against the COVID-19 epidemic. During the year, Mengniu’s
MSCI ESG Rating was upgraded from “BB” to “BBB”, being the
highest ESG rating so far in China’s food industry.

HUMAN RESOURCES

As of 31 December 2021, the Group had a total of
approximately 44,629 employees in Mainland China, Hong Kong,
Oceania, and Southeast Asia, including around 2,762 employees
working for Yashili. During the year, the total cost of employees
(including the salaries of directors and senior management
personnel) amounted to approximately RMB7,476.1 million (2020:
RMB6,290.1 million).

In 2021, guided by the Group’s strategic goal of “Creating a new
Mengniu”, and to ensure the efficient implementation of its
strategies, the human resources team of the Group cooperated
with top international consultancies to identify the future-oriented
“6+1” organizational skills of Mengniu, including brands,
digitalization, innovation, strategic integration, internationalization,
and talent.

—E-—FNA BABECEDESHEERL)HL
HAREE+RXNEHCOPIS)EHEME » 4%
T EMCEMZEERS) - REREN\EE
HBEBRBHEMAEFENTS  BER
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B RFFAREXERFTEY  #E2EMS
IREBERT VHEEBRENERE A%
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+—ElFERSR | XREAS L FFEREEN
ESMEMARBPAMHREEMESRY &
BEFHEZAEEENBIE=RE - FR X480
MSCI3RHE « 1t & K EJA(ESC) A (BB A&
FAZE(BBBIA - 22| THERMITEREEZS R
1ER & HESGFLAL -

ABER

R-ZBE-—F+-"A=+—08 AEERGTEX
BEBE KRFENERREBEATLAEAEESL
44,629% - BIER T FIE B H2,762% - FRE
BN (BREELSREEAEHFS)OAA
RE74761BTL(ZZE_ZFF : AR62.90118
TT) °

T F EAKE[BAI—EXRF ] B
BIRfiESI T RREBBSIE  KBANE
REREERTBREARNREE  HRABNER
AR AKE [6+1 ] HABAE N - femi - B8
£ BlFr - BERES BRI AXEERE2E
B -



Annual Report 2021 —Z - —FF3§

MANAGEMENT DISCUSSION AND ANALYSIS

With respect to talent development, Mengniu has built a talent
development system to accelerate the establishment of five
future-oriented talent teams: (1) building a team of leading
management talent and reserving backup management talent; (2)
developing top-notch young talent, boldly selecting and
appointing young talent to stimulate organizational innovation
capabilities; (3) cultivating elite professional talent, strengthening
professional capabilities and cultivating professional talent in high-
grade, precision and advanced industries; (4) introducing scarce
high-end talent; and (5) stimulating breakthrough innovative talent
and organizing entrepreneurial talent training camps to accelerate
internal innovation.

Mengniu is the first enterprise in the dairy industry of China
qualified for vocational skill level certification. Its employees will
obtain rating certificates after being assessed and certified by the
Group. Such certificates have the same effect as national
vocational qualification certificates and are included in the national
skilled personnel statistics and certification system.

Moreover, to help China’s dairy industry compete for talent,
during the year, Mengniu established a global dairy industry talent
training center to continuously provide China’s dairy industry with
professional elites to meet the most urgent talent needs of
China’s dairy industry in the new development stage.

During the year, the Group received numerous awards in respect
of human resources, including Mengniu’s “2020 Zhide Online
Learning Platform”, winning the “TOP 10 Chinese Corporate
Digital Learning Award” in the BOOAOO Awards of the China
E-learning Forum & Exhibition (CEFE) 2020, and the “Excellent
Workplace” award issued by the Employer Branding Institute. In
respect to talent management, the Group was honored with the
“China Talent Management Excellence Model”. In respect of
upgrading talent resources shared services, the Group received
the “Shared Services Center Value Award of HR Excellence
Center”.

ERERIX AR
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Given the implementation of the new five-year strategic plan, the
Group had started the reformation of its remuneration incentive
system in 2021 by optimizing the remuneration structure and
enhancing incentives. 4,503,205 restricted shares were granted to
employees under the share award scheme during the year. In
addition, the Group also issued up to an aggregate principal
amount of the HK$ equivalent of RMB4,000,000,000 fixed-rate
5-year convertible bonds as part of a new employee incentive
scheme, under which the incentives to be received by the
participants are tied to the performance of the shares of the
Group.

PROSPECTS

2021 was the beginning of the Group’s five-year strategic plan of
“Creating a new Mengniu”. The Group steadily promoted the
development of five core capabilities of milk source control,
research and development and innovation, digital marketing,
route-to-market development, and organization safeguard, and has
achieved good results. In the next few years, the Group will
continue to promote product and technology innovation to meet
the different needs of consumption upgrades. The Group will
accelerate the transformation and upgrade of its digitalization
strategy and improve the efficiency of operation and
management. Through consumer data analysis, digital precision
marketing will be realized. The Group will promote the
establishment of quality milk source bases and improve the
economic benefits of farms, and continue to focus on the dairy
industry, strengthen investment, acquisition, and integration
capabilities to develop driving forces for business growth. It will
strive to become the consumer’s first choice, by becoming a
digitalized and internationalized Mengniu and a Mengniu with
strong cultural genes and social responsibility.

With respect to products, the increasing attention of Chinese
consumers to nutrition and health after the epidemic, the
economic recovery of China under the effective control of the
epidemic, and the guidance of national policies have stimulated
the demand for dairy products and driven the upgrade and
transformation of the dairy industry. In response to the need for
consumption upgrade, Mengniu will adhere to the values of
“consumers are at the heart of all our decisions”, and strive to
promote the further product and technological innovations and
become a well-loved brand of consumers.

BTERFNAFTHERE  —T-—F485H
BT AEBERESE  BHNERE - 2K
B ERE) - FAMSEREZETEHNETE TR
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2021 was also a critical beginning for Mengniu’'s digital
transformation. The Group is committed to comprehensively
promoting the transformation and upgrade of its digitalization
strategy in all aspects, including sales, supply chain, channels,
and internal management. It will also encourage its different
businesses to further use the “Smart Network” system, to reach
target consumers, improve internal efficiency and equip Mengniu
with digital intelligence.

As for channel strategies, in addition to the vigorous development
of online sales channels including traditional e-commerce, 020
home delivery, and community group marketing, Mengniu will
continue to push forward with route-to-market development and
implement channel penetration strategies including its “Penetration
into Towns and Villages” initiative.

Looking forward, the Group believes that the dairy industry
continues to have huge growth opportunities. Based on the
development of its five core capabilities, Mengniu will promote the
long-term, sustainable, and high-quality development of the
Group, and lead the industry to upgrade and transform,
contributing to the overall growth of China’s dairy industry.

ERERIX AR
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DIRECTORS AND SENIOR
SEXEHRENEE

EXECUTIVE DIRECTOR

Mr. Lu Minfang, aged 53, was appointed as an executive
director and chief executive officer of the Company in September
2016. Mr. Lu is the chairman and a non-executive director of
Yashili International Holdings Ltd (“Yashili”), a subsidiary of the
Company listed in Hong Kong and the chairman and a non-
executive director of China Modern Dairy Holdings Limited (“China
Modern Dairy”), an associate of the Company listed in Hong
Kong. Mr. Lu is also a non-executive director and the chairman of
the board of directors of China Shengmu Organic Milk Limited, an
associate of the Company listed in Hong Kong, and a non-
independent director and the chairman of the board of directors
of Shanghai Milkground Food Tech Co., Ltd., an associate of the
Company listed on the Shanghai stock exchange. Mr. Lu is a
director of International Dairy Federation. He was the chief
executive officer and an executive director of Yashili before his
appointment as chairman of the board of directors of Yashili.
Mr. Lu was also a director of the following subsidiaries of Yashili,
namely Yashili International Ltd., Yashili International Group
Limited, Newou Hong Kong International Co., Limited and
Mengya International Group Limited (formerly known as Scient
International Group Limited). Mr. Lu was the Vice President
(Greater China) of Danone Early Life Nutrition Greater China and
had been with Danone Group and Dumex Baby Food Co. Ltd. for
over 10 years. During his tenure at Danone Group, he
demonstrated strong strategic business and market planning
capabilities. With strong leadership, management skills and
in-depth market knowledge, Mr. Lu had contributed significantly
to the success of Danone Group’s baby nutrition business in
China. Prior to joining Danone Group, Mr. Lu spent 9 years with
Johnson & Johnson (China) Company Limited and almost 4 years
with General Electric Company (China). Prior to joining Mengniu
Group, Mr. Lu has over 18 years of experience in sales and
marketing and has been in general manager or senior executive
roles for over 7 years. Mr. Lu has extensive experience in the
management of fast moving consumer products and dairy
companies and has an excellent grasp and in-depth knowledge of
the PRC market. Mr. Lu obtained his Bachelor’'s degree from
Fudan University in Shanghai.

MANAGEMENT

HITES
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Ms. Wang Yan, aged 43, was appointed as an executive director
of the Company in December 2021. Ms. Wang Yan, who joined
the Group in November 2021, is currently a vice president of the
Group. Ms. Wang has previously served various roles including
general manager of talent development at the human resources
department and deputy director of the human resources
department at COFCO Corporation. Ms. Wang holds a master of
management degree from the Renmin University of China
specialising in human resources management.

Mr. Zhang Ping, aged 57, was appointed as an executive
director of the Company in December 2021. Mr. Zhang Ping, who
joined the Group in 2014, is currently a vice president and the
chief financial officer of the Group. Mr. Zhang Ping is also a
director of a number of the Group’s subsidiaries, including the
Group’s major subsidiaries Inner Mongolia Mengniu Dairy (Group)
Company Limited and Inner Mongolia Mengniu Danone Dairy Co.,
Ltd. He has over 31 years of experience in the fast-moving
consumer goods industry, specializing in management of
operation, finance and audit, as well as risk control. Mr. Zhang
Ping worked in Swire Beverages group companies as manager
responsible for internal audit and system development, finance
director, general manager of bottler manufacturing company and
chief executive officer of Coca-Cola Bottlers Manufacturing
Holdings Limited. Mr. Zhang Ping is also a non-executive director
of Yashili International Holdings Ltd, China Modern Dairy Holdings
Ltd. and China Shengmu Organic Milk Limited respectively, all
being companies listed in Hong Kong, and a non-independent
director of Shanghai Milkground Food Tech Company Limited
(listed on the Shanghai Stock Exchange). Mr. Zhang Ping
graduated from the Beijing Information Science and Technology
University with a Master’s Degree in Management Engineering.

EEXEHEEE
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NON-EXECUTIVE DIRECTOR

Mr. Chen Lang, aged 56, was appointed as a non-executive
director and the chairman of the board of directors of the
Company in April 2019. Mr. Chen joined COFCO Corporation in
April 2019 and is currently an executive vice president of COFCO
Corporation, the chairman of COFCO WOMAIL.COM Investment
Limited (2% 491 E B R A 7)), a non-executive director and
the chairman of the board of directors of China Foods Limited (a
company listed in Hong Kong) and a director and the chairman of
the board of directors of each of COFCO Coca-Cola Beverages
Limited and COFCO Coca-Cola Beverages (China) Investment
Ltd., both of which are non-wholly owned subsidiaries of China
Foods Limited. In the past, Mr. Chen had served as a director
and the chairman of the board of directors of China Resources
Enterprise, Limited, an executive vice president of China
Resources (Holdings) Company Limited, a director of CRH (Beer)
Limited, the chairman of China Resources Snow Breweries
(China) Investment Co., Ltd., a director of China Resources
Company Limited (formerly known as China Resources National
Corporation), the chief executive officer of China Resources
Vanguard Co., Ltd., the chairman of each of China Resources Ng
Fung Limited and China Resources C’estbon Beverage (China)
Investment Co., Ltd. and a vice chairman and the chief executive
officer of China Resources Logic Limited (now renamed as China
Resources Gas Group Limited). Mr. Chen was a vice chairman of
the board of directors and a member of strategy committee of
Shanxi Xinghuacun Fen Wine Factory Co., Limited (LUPEZIERD
BEERHBERAR) (@ company listed in Shanghai) until June
2019; and an executive director and the chairman of the board of
directors of China Resources Beer (Holdings) Company Limited (a
company listed in Hong Kong) until July 2019. Mr. Chen holds a
Bachelor of Economics degree from Anhui University, China and
a Master of Business Administration degree from the University of
San Francisco, USA.
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Mr. Wang Xi, aged 38, was appointed as a non-executive
director of the Company in December 2021. Mr. Wang joined
COFCO Corporation in July 2015, currently leads the Direct
Investment Division of the Strategy Department of COFCO
Corporation, and is a director of COFCO WOMAI.COM
Investment Limited (123 B 4812 & BRAR]). At COFCO Strategy
Department, Mr. Wang previously served as assistant general
manager of M&A Division, deputy general manager and general
manager of Equity Management Division. Prior to joining COFCO,
Mr. Wang served as assistant general manager of Direct
Investment Division IV at China Development Bank Capital Co.,
Ltd., and before that an associate at the investment banking
division at Deutsche Bank AG, Hong Kong Branch. Mr. Wang
holds a bachelor’'s degree in economics and a dual bachelor’s
degree in laws from Peking University, and a degree of master of
public administration from Columbia University, New York.

Mr. Simon Dominic Stevens, aged 56, was appointed as a
non-executive director of the Company in January 2021.
Mr. Stevens graduated from Loughborough University in 1988
with a Bsc honours degree in Management Sciences. He started
his career in Unilever for 14 years in sales and marketing roles
based in U.K., Netherlands and Italy. He joined Arla Foods in
2002, as a Sales Director in the UK business as part of the UK
leadership team and then became SVP of Sales and Marketing
where Mr. Stevens spearheaded the development of major
customer partnerships and built a fast-growing branded portfolio
helping grow the UK business from £500 million to £2.5 Billion
and from No. 4 in dairy to No.1 supplier in FMCG. In 2016,
Mr. Stevens moved to the newly set-up Europe Zone as Senior
Vice President for Commercial Operations, overseeing the Sales
and Marketing functions and working closely with Arla’s Supply
Chain organisation. During this time Mr. Stevens’ focus was on
creating regional growth engines across the brand portfolio and
driving a digitalisation agenda across the sales and marketing
functions. In 2020 he moved to Dubai to lead the MENA
business, Arla’s largest region within its International Zone as a
Senior Vice President. In a short space of time Mr. Stevens has
applied his considerable leadership capabilities to work with his
country heads and Arla’s joint venture partners to navigate the
business through COVID-19, delivering exceptionally high levels of
growth for Arla’s key brands and customers and maintaining a
safe working environment for Arla’s workforce of around 3,000
colleagues. On 1 January 2021 Mr. Stevens joined Arla’s
Executive Management team as EVP International responsible for
all Arla’s International business and the International supply chain.
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DIRECTORS AND SENIOR MANAGEMENT
EEXEHERE

INDEPENDNET NON-EXECUTIVE DIRECTOR
Mr. Yih Dieter (alias Yih Lai Tak, Dieter), aged 59, was
appointed as an independent non-executive director of the
Company in December 2021. Mr. Yih received his Bachelor of
Laws degree from King’s College London and he is a Fellow of
King’s College London. Mr. Yih is admitted to practice law in
Hong Kong. He is a partner of the Hong Kong law firm Kwok Yih
& Chan, where his practice focuses on corporate finance, capital
markets, securities and regulatory compliance. Mr. Yih currently is
an independent non-executive director of the Sinochem Energy
Co., Ltd. and independent non-executive director of Sun Art Retail
Group Limited, a company listed in Hong Kong (stock code:
6808). Mr. Yih was the president of the Law Society of Hong
Kong between 2012 and 2013, and holds various public offices
and community appointments in Hong Kong. He is currently a
member of the Guangdong Province Committee of the Chinese
People’s Political Consultative Conference. He is also a Justice of
the Peace appointed by the Hong Kong Government, chairman of
the Financial Dispute Resolution Centre, deputy chairman of
council of the Education University of Hong Kong, a member of
the Education Commission, a member of the Steering Committee
of the Quality Education Fund, a member of the Standing
Committee on Legal Education and Training, a non-executive
director of the Securities and Futures Commission and a
non-executive director of eMPF Platform Company Limited.
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DIRECTORS AND SENIOR MANAGEMENT

Mr. Li Michael Hankin, aged 57, was appointed as an
independent non-executive director of the Company in December
2021. Mr. Li has more than 30 years of experience in financial
and accounting, fundraising, mergers and acquisitions,
restructuring and international business development. Mr. Li has
since May 2016 served as an independent non-executive director
of COFCO Joycome Foods Limited, a company listed in Hong
Kong (stock code: 1610) and is currently the chairman of its audit
committee. COFCO Corporation has an interest of 29.10% in
COFCO Joycome Foods Limited based on its public filings. Mr. Li
has also served as an independent non-executive director and the
chairman of the audit committee of Clarity Medical Group Holding
Limited, a company listed in Hong Kong (stock code: 1406) since
March 2019. Mr. Li served as an independent non-executive
director of Huiyin Smart Community Co., Ltd., a company listed in
Hong Kong (stock code: 1280) from August 2017 to June 2018.
Mr. Li worked at several Hong Kong listed companies as head of
corporate finance, general manager of investor relations and
mergers and acquisitions, including as head of corporate finance
of GCL-Poly Energy Holdings Limited (stock code: 3800) during
January 2014 to June 2015 and as general manager of investor
relations & mergers and acquisitions of Newton Resources
Limited (stock code: 1231) in 2013. Mr. Li also worked at several
international banks where he had led numerous fund raising
exercises in Hong Kong and the United States. During the period
from March 1994 to June 2004, Mr. Li was the executive director
(corporate finance) at BNP Paribas Capital (Asia Pacific) Limited.
During the period from July 2004 to December 2005, Mr. Li was
employed at GoldBond Capital (Asia) Limited and was a
managing director (investment banking) of Rothschild (Hong Kong)
Limited during the period from March 2007 to May 2011. From
November 2017 to August 2019, he was the deputy general
manager of Shougang Concord Grand (Group) Limited, a
company listed in Hong Kong (stock code: 730). Mr. Li obtained
a bachelor's degree in accountancy from California State
University, Los Angeles in June 1985, and a master’s degree in
business administration from Columbia University, New York in
May 1992. Mr. Li is a member of the American Institute of
Certified Public Accountants.
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Mr. Ge Jun, aged 49, was appointed as an independent
non-executive director of the Company in December 2021.
Mr. Ge had previously served as the assistant engineer of
Shanghai Research institute of Building Research; administrative
manager, deputy director of the corporation and public affairs
department, director of the President office, secretary general of
the foundation and assistant president of the China Europe
International Business School; President of the Pudong Innovation
Institute; and associate dean of the Shanghai Institute of
Advanced Finance at Shanghai Jiaotong University. Mr. Ge is
currently an executive director of the National Innovation and
Development Strategy Research Association.

Mr. Ge has been an independent director of Huize Holding Ltd.
(NASDAQ, stock code: HUIZ) since February 2020. Mr. Ge was
an independent director of Focus Media Information Technology
Co Ltd. (Shenzhen Stock Exchange, stock code: 002027) from
February 2019 to November 2021. Mr. Ge was also an
independent director of Meinian Onehealth Healthcare Holdings
Co., Ltd. (Shenzhen Stock Exchange, stock code: 002044) from
October 2018 to October 2021.

Mr. Ge’s areas of academic expertise include corporate

governance, corporate stakeholder relations, evaluation of
innovation mechanism, responsible business and sustainable
development.
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DIRECTORS AND SENIOR MANAGEMENT

SENIOR MANAGEMENT

Mr. Gao Fei, aged 45, is a senior vice president and the head of
room temperature product business unit of the Group. Mr. Gao
joined the Group in 1999, and successively held the positions of
regional manager, center manager, sales director and general
manager of the sales and marketing department and contributed
to the rapid growth of the market share of Mengniu. Mr. Gao has
abundant practical experience in sales, marketing and promotion
of dairy products. In 2016, he was appointed as vice president of
the UHT business division. He is currently responsible for
operation and management of the core business of the Group.
Mr. Gao obtained a Bachelor’s degree from Shandong University,
then an Executive Master in Business Administration degree from
Tsinghua University.

Mr. Wen Yongping, aged 47, joined the Group in 1999 and is
currently a vice president and the head of chilled product
business unit of the Group. Mr. Wen graduated from the Inner
Mongolia Agricultural University and obtained a Master’s Degree in
Food Engineering. Mr. Wen once served as the general manager
of production direction centre, operations assistant vice president
and milk sources vice president in the Group, and is experienced
in production and operations management and milk sources
management. Mr. Wen was a non-executive director of China
Modern Dairy, a company listed in Hong Kong, until January
2019.

Mr. Zhao Jiejun, aged 45, joined the Group in 2000 and is
currently a vice president and the head of milk sourcing and
supply chain business unit of the Group and is responsible for
strengthening and collaborating the management of dairy
segment. Mr. Zhao graduated from the Beijing University of
Aeronautics and Astronautics with a postgraduate qualification.
Mr. Zhao has served successively as greater regional sales
manager, sales director, general manager of operation and
general manager of planning and logistics of the Group. Mr. Zhao
has almost 20 years of experience in dairy industry and
specializes in both sales management and supply chain
management. Mr. Zhao is visionary with keen market insight
towards dairy industry in China. Mr. Zhao is also a vice chairman
of the board of directors and non-executive directors of China
Modern Dairy Holdings Ltd. and a non-executive director of China
Shengmu Organic Milk Limited respectively, both companies listed
in Hong Kong.
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Mr. Luo Yan, aged 60, joined the Group in November 2017 and
is currently a vice president and the head of developing business
unit of the Group. Mr. Luo graduated from the China Textile
University and Fudan University, and obtained a Bachelor’s
Degree in Textile Engineering and a Master’'s Degree in Business
Administration respectively. Mr. Luo joined General Mills China as
national sales director in 1999; he held the position of vice
president (Greater China) in 2008 and was responsible for
overseeing Wanchai Ferry Business Department in the Greater
China region and sales in China region. In 2013, Mr. Luo took up
the role of global business director of Haagen-Dazs at General
Mills  Minnesota Headquarters. He continued to be the vice
president (Greater China) of General Mils in 2014, and was
responsible for sales in China Region, as well as the retail and
food and beverage business department of Haagen-Dazs.

Ms. Liu Lijun, aged 40, joined the Group in August 2002, and is
currently a vice president and the head of human resources
department of the Group. She graduated from China University of
Geosciences with Bachelor’s Degree in business administration,
Beijing Institute of Technology with Master’'s Degree in software
engineering and City University of Hong Kong with Doctorate
Degree in Business Administration. Since joining the Group in
August 2002, Ms. Liu has served in human resources position.
Ms Liu served as a general manager of human resources (room
temperature liquid milk) and the vice president and
officer-in-charge of personnel management in 2019 and 2021,
respectively.

Ms. Dai Lu, aged 50, joined the Group in September 2019, and
is currently a vice president and the head of R&D innovative unit
of the Group. Before joining the Group, Ms. Dai has successively
served for the global R&D centers of The Coca Cola Company
and PepsiCo Inc and has had over 20 years of experiences in the
field of R&D around the world. Her last position in PepsiCo in
2018 was the Senior R&D Director (Greater China and Asia
Pacific). Before joining the Group, she was a business starter to
provide Mengniu Group and numerous food and beverages
companies in China and Southeast Asia with R&D related
consultancy services. Ms. Dai graduated from Fudan University
and Tongji University with Master’s degrees.
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Mr. Yang Zhigang, aged 49, joined the Group in June 2017, and
is currently a member of party committee, a vice president and
an officer-in-charge of safety and quality management of the
Group, and is responsible for risk control and auditing, bidding
management and procurement management. He graduated from
the Huazhong Agricultural University and Central China Normal
University, and obtained a Bachelor’s Degree in Food Technology
and Engineering, Bachelor’'s Degree in Economics and Trade,
Bachelor’'s Degree in Computer Science, and a Master’'s Degree
in Economics respectively. Mr. Yang joined the Hubei Entry-Exit
Inspection and Quarantine Bureau as deputy section manager,
section manager and deputy director of the office in 1995; and
temporarily worked for the general office of State Entry-Exit
Inspection and Quarantine Bureau/General Administration of
Quality Supervision, Inspection and Quarantine and he joined the
registration and administration department of Certification and
Accreditation Administration of the People’s Republic of China as
researcher, department head and vice inspector in 2002; he
joined COFCO as general manager and vice director of the
quality and safety management department, vice director of the
audit and legal risk control department in 2013.

Mr. Li Pengcheng, aged 51, joined the Group in September
2018 and is currently a vice president and the head of group
affairs & group office of the Group. Mr. Li graduated from the
department of information management in Peking University,
majoring in Science and Technology Intelligence, and Tianjin
University with a Master's Degree and a Doctoral Degree in
Management. Mr. Li used to work in the Office of the Central
Internet Security and Information Technology Commission, where
he was the inspector of the network emergency management and
network public opinion bureau, deputy director general and
director of the China Internet lllegal and Objectionable Information
Reporting Center (bureau level).
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Mr. Chen Yiyi, aged 48, joined the Group in December 2021,
and is currently a vice president of the Group and is responsible
for the strategic and investment management. Before joining the
Group, Mr. Chen has successively worked for Nestle, International
Paper, Tetra Pak Sidel, China Resources Enterprise and other
well-known international companies and listed companies in Hong
Kong and Mainland China as national commercial manager, North
Asia regional director, strategic vice president, president and
executive director and other senior management position,
respectively, in past 25 years. Mr. Chen has served in the
fast-moving consumer goods industry such as dairy and retail
industry for many years. He has had extensive experience in the
industrial operation integration, strategic planning management,
and corporate cooperation and mergers and acquisitions and
industry-wide vision and international business experience.
Mr. Chen graduated from Fudan University with Bachelor’s degree
in law.

Mr. Kwok Wai Cheong, Chris, aged 49, the Financial Controller
and Company Secretary of the Company, joined the Group in
May 2007. Prior to joining the Group, Mr. Kwok was the financial
controller of a Hong Kong listed company and he also served in
an international accounting firm. Mr. Kwok graduated from The
Hong Kong Polytechnic University with a Bachelor’s Degree in
Accountancy. Mr. Kwok is a member of the Hong Kong Institute
of Certified Public Accountants and a fellow member of the
Association of Chartered Certified Accountants.
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CORPORATE GOVERNANCE REPORT

The Company is dedicated to ensuring high standards of
corporate governance with an emphasis on a diligent board of
directors, sound internal control, and increasing transparency and
accountability to shareholders of the Company (the
“Shareholders”). The Board acknowledges that good corporate
governance practices and procedures are beneficial to the Group
and its shareholders. The Company is committed to improving
those practices and maintaining its ethical corporate culture.

The Stock Exchange of Hong Kong Limited has announced
amendments to Appendix 14 to the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited (the
“Listing Rules”) which shall apply to corporate governance reports
for financial years commencing on or after 1 January 2022.
Appendix 14 of the Listing Rules has been restructured and
renamed from “Corporate Governance Code and Corporate
Governance Report” to “Corporate Governance Code” and the
code provision numbers are updated. As such, the code
provision numbers mentioned in this report are referring to the
code provision numbers in the predecessor Appendix 14 to the
Listing Rules unless otherwise stated.

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

Throughout the year, the board of directors of the Company (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,
save as disclosed in the section headed “Nomination Committee”
regarding the composition of the Nomination Committee.

THE BOARD

As at 31 December 2021, the Board comprised nine Directors,
including three executive Directors, namely, Mr. Lu Minfang, Ms.
Wang Yan and Mr. Zhang Ping, three non-executive Directors,
namely, Mr. Chen Lang, Mr. Wang Xi and Mr. Simon Dominic
Stevens and three independent non-executive Directors, namely,
Mr. Yih Dieter (alias Yih Lai Tak, Dieter), Mr. Li Michael Hankin
and Mr. Ge Jun. The Chairman of the Board is Mr. Chen Lang
and the Chief Executive Officer of the Company is Mr. Lu
Minfang.
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CORPORATE GOVERNANCE REPORT
BRESIRS

The Board is responsible for the leadership and management of
the Company. Key responsibilities of the Board comprise
formulation of the Group’s overall strategies and policies, setting
of performance and management targets, evaluation of business
performance and supervision of management’s performance. The
Board is also responsible for preparing the financial statements of
the Company. The management is delegated with the authority
and responsibility by the Board for the management and
operations of the Group. The role of the management is to
implement the strategies and directions determined by the Board
and to work within the framework of any written procedures and
instructions laid down by the Board. In addition, the Board has
also delegated various responsibilities to the board committees of
the Company (the “Board Committees”) as detailed in this report.

Biographies of the Directors are set out on pages 62 to 68 of the
annual report, which demonstrate a diversity of skills, expertise,
experience and qualifications of the Directors. There is no other
material financial, business, family or other material/relevant
relationships among the Directors.

Independence of Independent Non-Executive Directors
The independent non-executive Directors possess appropriate
professional qualifications or accounting or related financial
management expertise. Their role is to provide independent and
objective opinions to the Board for its consideration and
decisions.

The Company has received an annual confirmation of
independence from each of the independent non-executive
Directors in accordance with Rule 3.13 of the Listing Rules. The
Board has assessed their independence and concluded that all
independent non-executive Directors are independent in
accordance with the definition of the Listing Rules.
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CORPORATE GOVERNANCE FUNCTIONS

The Board is responsible for determining the policies for
corporate governance of the Company and performing the
corporate governance duties including:

(@)  to develop and review the Company’s policies and practices
on corporate governance;

(b) to review and monitor the training and continuous
professional development of Directors and senior
management;

(c)  to review and monitor the Company’s policies and practices
on compliance with legal and regulatory requirements;

(d) to develop, review and monitor the code of conduct and
compliance manual (if any) applicable to employees and
Directors; and

(e) to review the Company’s compliance with Appendix 14 to
the Listing Rules (Corporate Governance Code and
Corporate Governance Report).

During the vyear, the Board has performed the corporate
governance functions by reviewing the Company’s corporate
governance practices.

DIRECTORS’ TRAININGS

Each newly appointed Director is provided with necessary
induction and information to ensure that he/she has a proper
understanding of the Company’s operations and businesses as
well as his/her responsibilities under relevant statues, laws, rules
and regulations. The Company Secretary also provides Directors
with updates on latest development and changes in the Listing
Rules and other relevant legal and regulatory requirements from
time to time.
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All Directors are encouraged to participate
professional development to develop and refresh their knowledge
and skills. The Company has provided the Directors with reading
materials with appropriate emphasis on the roles, functions and
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in continuous
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duties of the Directors. A summary of trainings received by the
Directors during the year according to the records provided by

the Directors is as follows:

Directors

Executive Directors
Lu Minfang
Wang Yan (appointed on 1 December 2021)
Zhang Ping (appointed on 1 December 2021)
Meng Fanjie (resigned on 1 December 2021)
Non-executive Directors
Chen Lang
Wang Xi (appointed on 1 December 2021)
Simon Dominic Stevens

(appointed on 1 January 2021)
Niu Gensheng (resigned on 1 December 2021)
Pascal De Petrini (resigned on 16 April 2021)

Independent Non-executive Directors
Yih Dieter (alias Yih Lai Tak, Dieter)
(appointed on 1 December 2021)
Li Michael Hankin
(appointed on 1 December 2021)
Ge Jun (appointed on 1 December 2021)
Jiao Shuge (alias Jiao Zhen)
(resigned on 1 December 2021)
Julian Juul Wolhardt
(resigned on 1 December 2021)
Zhang Xiaoya (resigned on 1 December 2021)
Yau Ka Chi (resigned on 1 December 2021)
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WEFHBEEE - ARBAEERHUEEES
AR BEREENSEBME - REBEEEMEHR

Type of trainings
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BOARD PROCEEDINGS

The Board meets at least four times a year and additional
operational meetings are also held, when required. The Company
Secretary is responsible for preparing agenda and notices for the
meetings. Senior management of the Group also provides the
Directors with relevant information on a timely basis regarding key
business developments of the Group and issues affecting the
Group. Agenda and other information packages are normally
delivered to the Directors before the meetings. The Directors also
have independent access to the senior management in respect of
operational issues. The Directors may take independent
professional advice where appropriate to discharge their duties, at
the Company’s expenses.

The Board held four meetings during the year ended 31
December 2021 and two further meetings since 1 January 2022
up to the date of this report. Details of the Directors’ attendance
at the Board and Board Committee meetings and the annual and
extraordinary general meetings of the Company held in 2021 are
set out in the following table.

Board
Meetings*
Directors Ezgen
Executive Directors BTES
Lu Minfang BHM 4/4
Wang Yan (appointed on 1 December 2021) IHR-B--F 17
+-A—-REZT)
Zhang Ping (appointed on 1 December 2021) R (R=ZT=—% 17
+-A-REZ)
Meng Fanjie (resigned on 1 December 2021)  ZAK (R=ZT=—% 2/3
+=A—AE)
Non-executive Directors *HTES
Chen Lang 5 4/4
Wang Xi (appointed on 1 December 2021) TAMRZZ=-F 1A
= ﬂ Fl %*1 )
Simon Dominic Stevens Simon Dominic Stevens 4/4
(appointed on 1 January 2021) (RZZ=—-%-f-H
BZH)
Niu Gensheng (resigned on 1 December FRERZZ--F 23
2021) +ZA—AEf)
Pascal De Petrini (resigned on 16 April 2021) Pascal De Petrini i
(RZB--%
MA T+ ABE)
Independent Non-executive Directors BUFHTES
Yih Dieter (alias Yin Lai Tak, Dieter) ERE(W-2=-F n
(appointed on 1 December 2021) +ZA-BEZF)
Li Michael Hankin FER(R-2--% 11
(appointed on 1 December 2021) = H EI EZf)
Ge Jun (appointed on 1 December 2021) BE(RZF=-% 11
T= F-AEEHR )
Jiao Shuge (alias Jiao Zhen) ERE(NEEE) 3/3
(resigned on 1 December 2021) (R=Z=—-%F
+=A—AET)
Julian Juul Wolharat Julian Juul Wolhardt 33
(resigned on 1 December 2021) (RZZ=-%
TZA-AHT)
Zhang Xiaoya (resigned on 1 December 2021)  REBEZ (R-Z-—% 3/3
TZA-A§T)
Yau Ka Chi (resigned on 1 December 2021) BEH(R=F=—F 33
TZA-A§T)

Committee

ENEES
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General
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RRAFAE

Extraordinary
General
Meeting

RRBHAS

Nomination
Committee

RtZEE

Audit Remuneration

Committee
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1 il

22 il 11
2/2 1 11
11 11
11
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During the year, the Board held four quarterly meetings to handle
operational-level and investment matters. According to the
Company’s articles of association, the quorum for convening a

Board meeting is two members.

Minutes of meetings of the Board and Board Committees are
kept by the Company Secretary of the Company and are not only
open for inspection by the Directors but also sent to the
Directors for their records. All Directors have access to the
Company Secretary of the Company, who is responsible for
ensuring that the Board procedures are complied with and
advising the Board on compliance matters.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER
The role of the Chairman is separate from that of the Chief
Executive Officer to ensure a balance of power and authority. The
Chairman is responsible for overseeing the functioning of the
Board while the Chief Executive Officer is responsible for
managing the Group’s business. As at 31 December 2021, the
Chairman of the Board is Mr. Chen Lang, a non-executive
Director, and the Chief Executive Officer of the Company is Mr.
Lu Minfang, an executive Director.

The Chairman shall ensure that Board meetings are planned and
conducted effectively and all Directors are properly briefed on
issues arising at Board meetings. He is also responsible for
ensuring that the Directors receive adequate information in a
timely manner, which must be accurate, clear, complete and
reliable. The Chairman shall also ensure the Board works
effectively and discharges its responsibilities; all key and
appropriate issues are discussed by the Board in a timely
manner; good corporate governance practices and procedures
are established; and appropriate steps are taken to provide
effective  communication with Shareholders and that views of
Shareholders are communicated to the Board as a whole.
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APPOINTMENT, RE-ELECTION AND
REMOVAL OF DIRECTORS

Each Director (for the avoidance of doubt, including the
independent non-executive Directors) has entered into a letter of
appointment with the Company for a term of three years. The
Directors are subject to retirement by rotation and re-election at
each annual general meeting of the Company in accordance with
article 112 of the Company’s articles of association. Directors
appointed as an addition to the Board or to fill a casual vacancy
on the Board will be subject to re-election by the Shareholders at
the next following annual general meeting or the next following
general meeting of the Company respectively after the
appointment. Also, when an independent non-executive Director
proposed for re-election has served the Company for more than
nine years, his or her re-election will be subject to a separate
resolution to be approved at the AGM.

BOARD COMMITTEES

To oversee particular aspects of the Company’s affairs and to
assist in the execution of its responsibilities, the Company has
established five Board Committees under the Board, namely the
Audit Committee, the Remuneration Committee, the Nomination
Committee, the Strategy and Development Committee and the
Sustainability Committee, each of which is governed by specific
terms of reference approved by the Board, covering its functions,
duties and powers. The terms of reference of the respective
Board Committees have complied with the CG Code provisions
and are disclosed on the websites of the Company and the Stock
Exchange and are available for public inspection at the
Company’s principal place of business in Hong Kong.
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REMUNERATION COMMITTEE

As at 31 December 2021, the Remuneration Committee
comprised three independent non-executive Directors (Mr. Ge Jun,
Mr. Yih Dieter (alias Yih Lai Tak, Dieter) and Mr. Li Michael
Hankin). The Remuneration Committee is chaired by Mr. Ge Jun.

The duties of the Remuneration Committee are to review annually
and recommend to the Board the overall remuneration policy and
structure for the directors and senior management to ensure that
the level of remuneration is linked to their level of responsibilities
undertaken. These shall include making recommendations to the
Board on the remuneration packages of individual executive
Directors and senior management, including benefits in kind,
pension rights and compensation payments, including any
compensation payable for loss or termination of their office or
appointment. The Remuneration Committee shall also evaluate
annually the performance of the directors and the senior
management and recommend to the Board specific adjustments
in their remuneration and/or reward payments.

The Company’s policy on remuneration for employees is to
maintain fair and competitive packages based on business needs
and industry practice. For determining the level of fees paid to
members of the Board, market rates and factors such as each
director’'s workload and required commitment will be taken into
account. In addition, factors comprising economic and market
situations, individual contributions to the Group’s results and
development as well as individual potential are considered when
determining the remuneration packages of executive Directors.
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The Remuneration Committee held one meeting during the year
ended 31 December 2021. During the year, the Remuneration
Committee had performed the following:

— assessed the performance of the Directors and senior
management;

— reviewed and approved the remuneration for the Directors
and senior management including terms of the letters of
appointment;

— reviewed the remuneration
recommendations to the Board;

policy and made

—  reviewed the proposal of granting shares according to the
Company’s share award scheme, and made
recommendations to the Board; and

—  reviewed the proposal of issuing convertible bonds as part
of a new employee incentive schemes, and made
recommendations to the Board.

REMUNERATION OF DIRECTORS AND
SENIOR MANAGEMENT

The remuneration of the members of the senior management
(excluding Directors) by band for the year ended 31 December
2021 is set out below:

Remuneration bands (RMB)

FMAER (AR T)

0 - 1,000,000

1,000,000 - 2,000,000
4,000,000 - 5,000,000
5,000,000 - 6,000,000
7,000,000 - 8,000,000
12,000,000 - 13,000,000
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Further particulars regarding Directors’ remuneration and the five
highest paid employees as required to be disclosed pursuant to
Appendix 16 to the Listing Rules are set out in notes 9 and 10
to the financial statements.
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NOMINATION COMMITTEE

As at 31 December 2021, the Nomination Committee comprised
five members, three of whom are independent non-executive
Directors (Mr. Yih Dieter (alias Yih Lai Tak, Dieter), Mr. Li Michael
Hankin, Mr. Ge Jun) and the remaining two members are non-
executive Directors (Mr. Chen Lang and Mr. Simon Dominic
Stevens). The Nomination Committee was chaired by Mr. Chen
Lang.

Code Provision A.5.1 of the Corporate Governance Code
provides that an issuer should establish a nomination committee
which is chaired by the chairman of the board or an independent
non-executive director and comprises a majority of independent
non-executive directors. The Company deviates from this
provision as less than half of the members of the Nomination
Committee are independent non-executive Directors from 1
January 2021 to 30 November 2021. The Directors are of the
view that from 1 January 2021 to 30 November 2021, Mr. Simon
Dominic Stevens was able to carry out his responsibilities as a
member of the Nomination Committee in the best interest of the
Shareholders notwithstanding that he is not an independent non-
executive director as required under Code Provision A.5.1.
Following the appointment of Mr. Yih Dieter (alias Yih Lai Tak,
Dieter), Mr. Li Michael Hankin and Mr. Ge Jun as independent
non-executive Directors and members of the Nomination
Committee on 1 December 2021, the Company has since
complied with the Code Provision A.5.1.

The responsibilities of the Nomination Committee are to determine
the nomination policy, review the structure, size and composition,
including the skills, knowledge and experiences of the Board and
make recommendations to the Board regarding any proposed
changes. The Nomination Committee is also responsible for
identifying and nominating suitable candidates qualified to become
Board members, in particular, candidates who can add value to
the management through their contributions in the relevant
strategic business areas and which appointments will result in the
constitution of a stronger and more diverse Board, and makes
recommendations to the Board on relevant matters relating to the
appointment or re-appointment of Directors if necessary and
succession planning for Directors, in particular the Chairman and
the chief executive of the Company.
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The Board has adopted a director nomination policy. The
Nomination Committee and/or the Board should, upon receipt of
the proposal on appointment of new director and the biographical
information (or relevant details) of the candidate, evaluate such
candidate based on the criteria as set out below to determine
whether such candidate is qualified for directorship. The
Nomination Committee should then recommend to the Board to
appoint the appropriate candidate for directorship, as applicable.
In evaluating and selecting any candidate for directorship, the
following criteria should be taken into account:

° Character and integrity.

° Qualifications including professional qualifications, skKills,
knowledge and experience and diversity aspects under the
board diversity policy that are relevant to the Company’s
business and corporate strategy.

° Any measurable objectives adopted for achieving diversity on
the Board.

° Requirement for the Board to have independent directors in
accordance with the Hong Kong Listing Rules and whether
the candidate would be considered independent with
reference to the independence guidelines set out in the
Hong Kong Listing Rules.

o Any potential contributions the candidate can bring to the
Board in terms of qualifications, skills, experience,
independence and gender diversity.

° Willingness and ability to devote adequate time to discharge
duties as a member of the Board and/or Board
committee(s) of the Company.

° Such other perspectives that are appropriate to the
Company’s business and succession plan and where
applicable, may be adopted and/or amended by the Board
and/or the Nomination Committee from time to time for
nomination of directors and succession planning.
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The Board has adopted the board diversity policy to set out the
approach to achieve diversity on the Board. Under such policy,
board appointments will be based on merits and candidates will
be considered against objective criteria, having due regard for the
benefit of diversity on the Board. The selection of candidates on
the Board is based on a range of diversity perspectives, including
gender, age, cultural and education background, ethnicity,
professional, industry or management experience, skills,
knowledge and length of service. The Company will also take into
account other factors based on its own business model and
specific business needs from time to time. The Nomination
Committee will continue to give adequate consideration to these
measurable objectives when making recommendation of
candidates for appointment to the Board. The Nomination
Committee shall monitor the implementation of the board diversity
policy on an on-going basis. The Nomination Committee shall
assist the Company to ensure that recruitment and selection
practices at all relevant levels (including the Board and core
senior management, or as the Nomination Committee considers
appropriate) are appropriately structured so that a diverse range
of candidates are considered. The Nomination Committee shall
also assist the Company in identifying and implementing
programs that will assist in the development of a broader and
more diverse pool of skilled and experienced core senior
management team and that, in time, their skills are expected to
prepare them for board positions.

The Nomination Committee held two meetings during the year
ended 31 December 2021 to discuss about the change in
directorship, assess the independence of the independent non-
executive directors of the Company and to review the structure,
size, composition and diversity of the Board, etc.

AUDIT COMMITTEE

As at 31 December 2021, the Audit Committee comprised three
independent non-executive Directors (Mr. Yih Dieter (alias Yih Lai
Tak, Dieter), Mr. Li Michael Hankin and Mr. Ge Jun) in which one
possess the relevant professional qualifications required under the
Listing Rules. The Audit Committee is chaired by Mr. Li Michael
Hankin.

The Audit Committee serves as a focal point for communication
between other Directors, the external auditors, and the
management as their duties relate to financial and other reporting,
risk management, internal controls and auditing. The Audit
Committee assists the Board in fulfilling its responsibilities by
providing an independent review of financial reporting and by
satisfying itself as to the effectiveness of the Company’s internal
controls and as to the efficiency of the audits.
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The Audit Committee held three meetings during the year ended
31 December 2021. During the year, the Audit Committee has
performed the following:

— met with the external auditors to discuss the general scope
and findings of their audit and interim review works;
and

— reviewed external auditors’ letter

management’s response;

management

— reviewed and recommended to the Board for approval of the
external auditors’ remuneration;

—  made recommendations to the Board on the re-appointment
of the external auditors;

— reviewed the external auditors’ independence, objectivity and
the effectiveness of the audit process;

— reviewed and monitored the integrity of financial statements,
annual and interim reports, and annual and interim results
announcements of the Company;

— reported to the Board on matters relating to the Audit
Committee under the CG Code;

— reviewed the Group’s financial controls, internal control and
risk management systems;

— discussed auditing, internal control, risk management and
financial reporting matters before recommending them to the
Board for approval; and

—  reviewed the arrangements that employees of the Company
and those who deal with the Company can use, in
confidence, to raise concerns about possible improprieties
in financial reporting, internal controls or other matters.

All issues raised by the external auditors and the Audit
Committee have been addressed by the senior management. The
work and findings of the Audit Committee have been reported to
the Board. During the year, no issues brought to the attention of
the senior management and the Board were of sufficient
significance for disclosure in the annual report.

Other than the reporting responsibilities of the Company’s
auditors (please refer to the independent auditor’s report set out
on pages 123 to 130), the Directors acknowledge their
responsibility for preparing the financial statements of the Group
which give a true and fair view of the consolidated financial
position as at 31 December 2021 and the consolidated financial
performance and cash flows of the Group for the year then
ended.
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RISK MANAGEMENT AND INTERNAL
CONTROL

The Board has the overall responsibility for maintaining sound and
effective risk management and internal control systems and for
reasonably ensuring their effectiveness. The objectives of the risk
management and internal control of the Group are: to rationally
establish a comprehensive risk management and internal control
system in a scientific manner, to apply the concepts,
philosophies, procedures, methods and tools of risk management
throughout strategy implementation and operation management
for effectively managing the risks, and to objectively evaluate the
effectiveness of governance, control and risk management of the
Group through independent internal audit while reasonably
ensuring the realization of the Group’s strategic objectives and
operation objectives and propelling the sustainable development
of the enterprise. Such risk management and internal control
systems are designed for managing risks rather than eliminating
the risk of failure to achieve business objectives, and can only
provide reasonable and not absolute assurance against material
misstatement or loss.

The Group has been solidifying three lines of defense in risk
management. It has developed a multi-level coordinated risk
management and internal supervision system for supervision,
which comprises the Audit Committee under the Board, risk
control and management committee of the operating
management, functional supervision departments, operation and
business departments and other units at various levels. Through
improving systems and procedures and taking various measures
such as daily supervision, independent evaluation and
self-evaluation, risk management are effectively integrated into
internal control so as to reasonably ensure the accomplishment of
strategic and operation objectives.

Risk Management

The Group has established a framework and fundamental
standards for risk management. Focusing on significant risk
control, the Group continues to optimize its management model
by building a risk-oriented closed-loop management model with
three defensive lines of “risk identification, self-management of
business, and audit supervision and follow-up”. Risk management
is integrated into business and applied to business management
effectively. The Group adopts a six-step rotational method of risk
identification, risk evaluation, risk responses, risk control, risk
evaluation and risk reporting to conduct the work on risk
management.
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The risk management department organizes annual full-scale
identification and evaluation of each of the business and function
units on the seven aspects of risks, namely, the Group’s
strategies, market, finance, operation, law and compliance, quality
and food safety as well as sustainable development, and it
focuses on the control over the significant risks at group level.
The Risk Management Committee has reached a consensus to
define major responsible departments and person-in-charges. The
heads of departments shall be held accountable. The Group has
formulated appropriate risk response strategic measures or
contingency plans to effectively reduce and avoid the adverse
impact brought by those significant risks to the Group’s strategic
objectives and sustainable development.

The Risk Management Committee is the highest deliberative body
for risk management, in which the chief executive officer of the
Group and the vice president of the Group who is in charge of
risk control and auditing business serve as the chairman and the
executive deputy chairman respectively while the committee
members comprise the head of the major business divisions and
functional departments. The Risk Management Committee is
subordinated by an office which is the deliberative body for
execution, while the risk management department is the body for
daily affairs designated by the Risk Management Committee.

Reporting on the management and control of significant risks and
the effectiveness of risk management system will be regularly
made by the Group to the Audit Committee and Risk
Management Committee every year and the Committees will
evaluate and supervise the works done. Ongoing optimization of
risk management procedures and systems is carried out in
compliance with risk management framework of COSO
(Committee of Sponsoring Organisations of the Treadway
Commission). Through co-operation with external consultancy
institutions and internal business empowerment and training, the
culture of risk management is gradually nurtured, the
professionalism and the prevention and control standard of risk
management personnel are enhanced, and the strategic
objectives are reasonably secured to realize.
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Internal Control

The Board and operating management are responsible for
maintaining a stable and effective internal control system, to
safeguard the assets of the Group and the interest of
shareholders, and for reviewing its effectiveness regularly. The
Group has established a multi-level internal control organizations.
Internal control organizations at different levels coordinate and
cooperate with each other to ensure the Group’s implementation
of internal control.

The senior management of the Group meets to actively evaluate
and manage the significant risks to which the Group is exposed
to and reports to the Board on a regular basis. The Group also
appoints external consultants, when considered appropriate, to
review the Group’s internal control, working systems and
workflows, as well as the management systems, and to make
suggestions on system enhancement.

Internal Audit

The Group has set up an independent internal audit department,
and the person in charge of the internal audit body can freely
liaise with the Audit Committee to directly report the progress of
works, including but not limited to audit work planning, work
results, important audit findings and rectification. The internal audit
body assumes the responsibilities of independent supervision,
assessment and advisory, which include the implementation of
independent and objective assessment and advisory on the
economic activities, internal control and risk management for the
Group and the units concerned. The internal audit body is issue-
oriented and risk-oriented, which reinforces the supervision and
strengthens the functions of management through various works
on audit.

In 2021, pursuant to the Company’s strategies, the internal audit
department focused on key risk areas and covered key control
areas. With its emphasis on economic accountability audit, the
internal audit department strengthened audit rectification and
accountability. The internal audit department completed various
audit works reviewed and approved by the Audit Committee
under the Board, which facilitated further improvement in the
Group’s compliance, internal control and risk management. The
internal audit department was promoted to become the detector
of major issues in order to support management and decision-
making, and facilitate operation improvement, preservation and
appreciation of asset values and the realization of strategic
objectives of the Company in a reasonable manner.
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The internal audit department attends the Audit Committee
meeting and reports the work on internal audit at least twice a
year. Resources such as the annual budget on management fee,
staffing of the internal audit department and competence are
guaranteed to be taken into consideration by the Audit
Committee and necessary support will be provided. This is to
ensure that sufficient audit resources are allocated to the internal
audit department for effective fulfilment of annual work objectives
and responsibilities.

The Board has reviewed the risk management and internal control
systems of the Group for the year ended 31 December 2021 and
considered them to be effective and adequate.

Handling and Dissemination of Inside Information

The Group has formulated an internal Code on Information
Disclosure to ensure the truthfulness, accuracy, completeness and
timeliness of information disclosure of the Group in accordance
with the requirements of the SFO and the Listing Rules. The
Internal Code provides for detailed rules in the following areas.

— basic principles of information disclosure

— information that needs to be disclosed and the criteria
thereof

— duties of the parties responsible for information disclosure

— procedures for the circulation, review and disclosure of

information
—  confidentiality of the undisclosed information

— information communication system with investors, securities
analysts and the media, etc.

— accountability and handling measures
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Disciplinary Inspection and Reporting Channels

The Group has set up a specific integrity department, which is
responsible for investigating and handling reported matters on
breach of disciplines or rules, misconducts and corruptions. The
Group has also openly informed our business partners and staff
on the channels and methods of reporting as follows. Firstly, we
announce the complaint and reporting hotline, latest complaint
and reporting email (mnjw@mengniu.cn) and mailing address on
Mengniu’s official website. Secondly, we announce the complaint
and reporting methods and acceptance scope on China
Mengniu’'s WeChat official account. Thirdly, we announce the
complaint and reporting methods in the anti-corruption
agreements entered into between the Company and suppliers.
Fourthly, we announce the complaint and reporting methods in
the customer meetings of all business divisions. Fifthly, we
announce the complaint and reporting methods during the internal
anti-corruption warnings and training held in our daily operations.
Sixthly, we announce the complaint and reporting methods in
typical case reports. Seventhly, we announce the complaint and
reporting methods during the bidding process of the Company. At
present, as the Group has announced the methods of complaint
and reporting on various channels and established the complaint
and reporting mechanism (system), our employees at all levels
and partners are familiar with our methods of reporting and the
channels of reporting are operating smoothly. Such measures
would have a deterrent and preventive effect on matters related
to breach of disciplines or rules.

For the year ended 31 December 2021, the Audit Committee held
two meetings to carry out review and evaluation on the Group’s
risk management and internal control systems and reporting
channels, the resources, the staff qualification and experience for
audit functions and the effectiveness of the work undertaken and
there were no significant areas of concerns identified during the
evaluation of the risk management and internal control systems
and reporting channels. The Board had examined the risk
management and internal control systems including finance,
operation and control and reviewed the evaluation performed by
the Audit Committee, the management and internal and external
auditors, on the effectiveness of the risk management and internal
control systems of the Group and considered them effective and
adequate. No significant areas of concerns were identified.
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The Board also reviewed the adequacy of resources,
qualifications and experience of staff of the Company’s
accounting, internal audit and financial reporting functions and
their training programs and budget and considered that they are
adequate.

EXTERNAL AUDITORS

The Group’s independent external auditors are Ernst & Young.
The Audit Committee is responsible for the appointment of the
external auditors and reviewing the non-audit functions performed
by the external auditors for the Group. In particular, the Audit
Committee will, prior to the execution of contract with external
auditor and the commencement of their duties, consider whether
the non-audit functions will result in any potential material conflict
of interest.

Details of fees paid or payable to Ernst & Young for the year
ended 31 December 2021 are as follows:

RERE

Services rendered
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2021
—E-—F
RMB’000
AR®T T

2020
—E-FF

RMB’000
ARBET T

Annual audit FEE 5,870 5,000
Interim review FHEIER B 1,000 900
Other audit services* H BT AR 7% 5,580 2,740

Non-audit service T R
Review on continuing connected transactions HHBHERERS 100 70
Other professional services* EMEHERSE 2,650 4,870
15,200 13,580

Other audit services mainly include interim, statutory audit and
completion audit for certain subsidiaries of the Company. The
increase in amount mainly due to the increase in the completion
audit performed during the year.

*k

Other professional services mainly include agreed-upon procedures
services, tax due diligence, comfort letter on circulars and ESG
reporting service, etc.

In addition to the above fees paid or payable to the auditors,
Yashili, a subsidiary of the Group listed on the Main Board of the
Stock Exchange, has an amount of RMB3,116,000 (2020:
RMB2,923,000) paid/payable as auditors’ remuneration during the
year.

The Board is satisfied with the audit fees,
effectiveness of Ernst & Young.
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STRATEGY AND DEVELOPMENT COMMITTEE
The Company has established a Strategy and Development
Committee. As at 31 December 2021, the Strategy and
Development Committee comprised one executive Director, Mr. Lu
Minfang, three non-executive Directors, Mr. Chen Lang, Mr. Wang
Xi and Mr. Simon Dominic Stevens and one independent non-
executive Director, Mr. Ge Jun. The Strategy and Development
Committee was chaired by Mr. Chen Lang during 2021.

The principal duties of the Strategy and Development Committee
include drawing up long-term development strategies and
significant investments or financing plans of the Company,
proposing significant capital investment for operation projects, and
conducting studies and making recommendations on important
matters that would affect the development of the Company.

SUSTAINABILITY COMMITTEE

The Company has established a Sustainability Committee. As at
31 December 2021, the Sustainability Committee comprised three
executive Directors, Mr. Lu Minfang, Ms. Wang Yan and Mr.
Zhang Ping, one non-executive Director, Mr. Simon Dominic
Stevens, and one independent non-executive Director, Mr. Li
Michael Hankin. The Sustainability Committee was chaired by Mr.
Simon Dominic Stevens during 2021.

The principal duties of the Sustainability Committee include
overseeing sustainability, environmental, social and governance
(“ESG”) issues and risks, identifying ESG matters that are relevant
and material to the operations of the Company and its
subsidiaries, assisting the Board in preparing and reviewing the
annual ESG Report.

COMPANY SECRETARY

The Company Secretary is a full time employee of the Company
and has day-to-day knowledge of the Company’s affairs. The
Company Secretary is responsible for facilitating the Board
process, as well as communication among Board members, with
Shareholders and management. For the year ended 31
December 2021, the Company Secretary has confirmed that he
has taken no less than 15 hours of relevant professional
trainings.

CONSTITUTIONAL DOCUMENTS

During the year, there is no significant change in the Company’s
constitutional documents.

BRERREZEER
AARIERIEBEEREEG RN_T-_—F
+TZA=+—H BEREELZEIH LB
BER(E®REE) ZEZERTES (RAL
4« £ % %4 K& Simon Dominic Stevenst4) &
—ZBUNTES(BRELE) AN AT
T FRALERIEERERELZEEEE -

BRI ERZEENIERER/ERARARY
BREMEREAREXBME S AEEHAR
HEAREARERES  UHPEARAERNE
EEHETHRAREHEZS -

AFEEREESE
RABEKUAIFEEREZES - N —F
+ZA=+—H8 AIFEERZEEH RN
EZT(E®MEE  THRLLIREREFEE)  —F
JEE7TE £ (Simon Dominic Stevenst ) A K&
— BN EMITES (ZEREE)EK - E-T
T —FAHEERZ B 2 HSimon Dominic
Stevens L AEEITEE ©

ASEERZEENIZREBRERTHESR
B IRE - g REA (TESG)) ME KRR - &
MEBELHARRREFRARNEHEBEADN
ESGEE - BB EFSRAENEMNFEESCHRE -

AEME

REMEAARAZRES  BHBAQRNAE
EF - NRANEEBELHEZTS IR UREE
EFEegNE EREAREEECEMNER- 2T
WERER EREz-_T-_—F+-_A=+—8
HEFEELNTPRI5/NEHmHEEEEI -

A ER A
AER - ADREBERX R EAR -



DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted, in terms no less exacting than, the
standards required by the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) set out in
Appendix 10 to the Listing Rules as the Company’s code of
conduct and rules governing dealings by all Directors in the
securities of the Company. The Directors have confirmed,
following the specific enquiry by the Company, that they have
complied with the required standard set out in the Model Code
throughout the year ended 31 December 2021.

DIVIDEND POLICY
The Company has adopted a dividend policy to set out the

principles and guidelines that the Company intends to apply in
relation to the declaration, payment or distribution of its net
profits as dividends to the Shareholders.

In recommending or declaring dividends, the Company shall
maintain adequate cash reserves for meeting its working capital
requirements and future growth as well as its shareholder value.
The Board has the discretion to propose, declare and distribute
dividends to the Shareholders, subject to the articles of
association of the Company and all applicable laws and
regulations and the factors set out below.

° financial results;

° cash flow situation;

o business conditions and strategies;

° future operations and earnings;

° capital requirements and expenditure plans;

o interests of Shareholders;

° any restrictions on payment of dividends; and

° any other factors that the Board may consider relevant.

CORPORATE GOVERNANCE REPORT
BRESHS

EENESFRS
ARRERMIERTER LR RIS+ Pz
(LB TAESETERRHNRETAN R
TR AR ENER  (FREBEFEFAR
AEFZITRTURRY - RARBELFES
R EEZHR REREBE_Z-_—Ft-HA
=t BULEEFEA-BEBTRETAMESEZ
HRERLE o

Hﬁl%\ﬁ%
ARABEHRMBERK  FTHAARARABERE
& R SR IR EE R B EA R B Mg

ERBHAERKREK AARA#KTENE R
ENREAREEES RARERNBRLER
BE ETERARAERMAUL —ERER
BUER - XRBRNIATIIANEZRNART - &
EeANBEABRER ER;RKERE -

o  HMBEE:

o  BRERBEN:

o XBIRN R BRS

s AREBERAH

o EAXASBRNFEXGE:
o BERME:

o XfIERBMEMMRS : K

s HEZER/MEBENREE-

Annual Report 2021 —Z - —FF3§

93



94

China Mengniu Dairy Company Limited FEIR4 A ¥ ER AT

CORPORATE GOVERNANCE REPORT
BRESIRS

INVESTOR RELATIONS AND
COMMUNICATIONS

The Company adopts a proactive policy in promoting investor
relations and communications. Regular meetings are held with
institutional investors and financial analysts to ensure two-way
communications on the Company’s performance and
development. When the Company announces its interim and
annual results, briefings are conducted to apprise investors,
analysts and the press of the Group’s operating results as well as
business strategies and outlook. Investor relations website is
updated on a timely basis to ensure that investors are able to
have access to the Company’s information, latest news and
reports.

Separate resolutions are proposed at general meetings for each
substantially separate issue, including election of Directors. Poll
voting has been adopted for decision-making at shareholders’
meeting. Details of poll voting procedures were included in the
circular dispatched to the Shareholders. The circular also included
relevant details of proposed resolutions and biographies of the
Directors standing for election.

SHAREHOLDERS’ RIGHTS

Convening of extraordinary general meeting on
requisition by Shareholders

According to the articles of association of the Company, any two
or more Shareholders or any one Shareholder which is a
recognized clearing house (or its nominee(s)) holding as at the
date of deposit of the requisition not less than one-tenth of the
paid up capital of the Company which carries the right of voting
at general meetings of the Company shall have the right, by
written requisition, to convene an extraordinary general meeting by
depositing the written requisition at the principal office of the
Company in Hong Kong at 32nd Floor, COFCO Tower, 262
Gloucester Road, Causeway Bay, Hong Kong for the attention of
the Company Secretary, specifying the objects of the meeting, the
name(s) and contact details of the requisitionist(s) and signed by
the requisitionist(s).

If the Board does not within 21 days from the date of deposit of
the requisition proceed duly to convene the meeting to be held
within a further 21 days, the requisitionist(s) themselves or any of
them representing more than one-half of the total voting rights of
all of them, may convene the general meeting in the same
manner as that in which meetings may be convened by the
Board provided that any meeting so convened shall not be held
after the expiration of three months from the date of deposit of
the requisition, and all reasonable expenses incurred by the
requisitionist(s) as a result of the failure of the Board shall be
reimbursed to them by the Company.
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Procedures for directing Shareholders’ enquiries to the
Board

For enquiries to the Board, the Shareholders may contact the
Company Secretary at the Hong Kong office of the Company at
32nd Floor, COFCO Tower, 262 Gloucester Road, Causeway
Bay, Hong Kong or by email to info@mengniuir.com. The
Company will endeavor to respond to their queries in a timely
manner. Shareholders may also make enquiries with the Directors
at the general meetings of the Company.

In addition, the Shareholders can contact Computershare Hong
Kong Investor Services Limited, the share registrar of the
Company in Hong Kong, if they have any enquiries about their
shareholdings and entitlements to dividend.

Procedures for putting forward proposals at general
meetings by Shareholders

A Shareholder may, during the period commencing no earlier than
the day after the despatch of the notice of any general meeting
and ending no later than seven days prior to the date of such
general meeting, give a notice in writing to the Nomination
Committee of the Company of his/her intention to propose any
person (other than himself/herself) for election to the office of a
Director and a notice in writing signed by the person to be
proposed of his/her willingness to be elected. Such notices shall
be sent to 32nd Floor, COFCO Tower, 262 Gloucester Road,
Causeway Bay, Hong Kong, for the attention of the Company
Secretary, specifying the name and contact details of the
shareholder putting forward the proposal for election of Director
and the name and contact details of the person proposed to be
elected.

Other than the above concerning a proposal of a person for
election as a Director, Shareholders may follow the procedures
set out above to convene an extraordinary general meeting for
any business specified in such written requisition.
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The Board presents its report together with the audited financial
statements of the Company and the Group for the year ended 31
December 2021. The business review of the Group for the year
ended 31 December 2021 is set out in the sections headed
“CEO’s Statement”, “Management Discussion and Analysis” and
“Corporate Governance Report” of this Annual Report. The
discussions therein form part of this Report of the Directors.

PRINCIPAL ACTIVITIES AND ANALYSIS OF
OPERATIONS

The principal activity of the Company is investment holding. The
principal activities of the Group are manufacturing and distribution
of quality dairy products including liquid milk, ice cream, milk
formula and cheese in China. There were no significant changes
in the nature of the Group’s principal activities during the year
under review.

Particulars of the Company’s subsidiaries are set out in note 1 to
the financial statements.

The Group’s revenue is derived principally from business activities
in China. An analysis of the Group’s performance for the year
ended 31 December 2021 by business segments is set out in
note 4 to the financial statements.

BUSINESS REVIEW

The business review of the Group including a fair review of the
Group’s business, a description of the principal risks and
uncertainties facing the Group, particulars of important events
affecting the Group that have occurred since the end of the
financial year, an indication of likely future development in the
Group’s business, key performance indicators, environmental
policies and performance, and the Group’s key relationships with
its employees, customers and suppliers and others that have a
significant impact on the Group and on which the Group’s
success depends is set out in the sections of this annual report
headed “CEQO’s Statement”, “Management Discussion and
Analysis” and in the notes to the financial statements.
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COMPLIANCE WITH LAWS AND
REGULATIONS

The Group’s main operations are carried out by the Company’s
subsidiaries in the PRC while the Company itself is listed on the
Hong Kong Stock Exchange. The Group’s operations are mainly
regulated by Hong Kong, Australian and PRC laws. During the
year ended 31 December 2021 and up to the date of this report,
the Board was not aware of any non-compliance with the
relevant laws and regulations that have a significant impact on the
Company.

Please refer to the discussions in this report and the “Corporate
Governance Report” for further details on the Group’s compliance
with the relevant laws and regulations.

RESULTS AND DISTRIBUTION

The results of the Group for the year ended 31 December 2021
are set out in the consolidated statement of profit or loss on
page 131.

The Board has recommended the payment of a final dividend of
RMB0.381 (2020: RMBO0.268) per share, amounting to
approximately RMB1,506,161,000 (2020: RMB1,058,093,000) in
total, to Shareholders whose names appear on the register of
members on Tuesday, 14 June 2022.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in the property, plant and equipment of
the Group during the year are set out in note 14 to the financial
statements.

RESERVES

Details of the movements in the reserves of the Group and of the
Company during the year are set out in the consolidated
statement of changes in equity on pages 136 to 137 and note
51 to the financial statements. The Company’s distributable
reserves, calculated in accordance with statutory provisions
applicable in the Company’s place of incorporation, amounted to
approximately RMB7,879,423,000 as at 31 December 2021
(2020: RMB9,439,263,000).
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DONATIONS
Charitable and other donations made by the Group during the
year amounted to approximately RMB45,845,000 (2020:
RMB480,367,000).

SHARE CAPITAL AND SHARE OPTIONS
During the year, the Company issued 5,070,663 ordinary shares
(2020: 13,098,429 ordinary shares), fully paid, for a total
consideration of RMB99 million (2020: RMB257 million) as a result
of the exercise of share options under the share option scheme
of the Company.

Details of movement in the Company’s share capital and share
options during the year are set out in notes 36 and 39 to the
financial statements.

DIRECTORS

The Directors during the year ended 31 December 2021 were:

Executive Directors

Lu Minfang

Wang Yan (appointed on 1 December 2021)
Zhang Ping (appointed on 1 December 2021)
Meng Fanjie (resigned on 1 December 2021)

Non-executive Directors

Chen Lang

Wang Xi (appointed on 1 December 2021)

Simon Dominic Stevens (appointed on 1 January 2021)

Niu Gensheng (resigned on 1 December 2021)
Pascal De Petrini (resigned on 16 April 2021)

Independent Non-executive Directors
Yih Dieter (alias Yih Lai Tak, Dieter)
(appointed on 1 December 2021)
Li Michael Hankin (appointed on 1 December 2021)
Ge Jun (appointed on 1 December 2021)
Jiao Shuge (alias Jiao Zhen) (resigned on 1 December 2021)

Julian Juul Wolhardt (resigned on 1 December 2021)

Zhang Xiaoya (resigned on 1 December 2021)
Yau Ka Chi (resigned on 1 December 2021)
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In accordance with Article 112 of the Company’s articles of
association, Mr. Chen Lang will retire by rotation and Ms. Wang
Yan, Mr. Zhang Ping, Mr. Wang Xi, Mr. Yih Dieter (alias Yih Lai
Tak, Dieter), Mr. Li Michael Hankin and Mr. Ge Jun will also retire
in accordance with the Company’s articles of association and,
being eligible, offer themselves for re-election at the forthcoming
annual general meeting.

The Company considers that all the independent non-executive
Directors are independent pursuant to the criteria set out in Rule
3.13 of the Listing Rules and that a confirmation of independence
has been received from each of them.

BIOGRAPHICAL DETAILS OF DIRECTORS
AND SENIOR MANAGEMENT

Brief biographical details of the Directors and the senior
management are set out on pages 62 to 72.

DIRECTORS’ SERVICE CONTRACTS

No director proposed for re-election at the forthcoming annual
general meeting has service contract with the Company which is
not determinable by the Company within one vyear without
payment of compensation, other than statutory compensation.

DIRECTORS’ REMUNERATION

The directors’ fees are subject to shareholders’ approval at
general meetings. Other emoluments are determined by the
Company’s board of directors with reference to directors’ duties
and responsibilities in the Group and the prevailing market rate.

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS

No transaction, arrangement or contract of significance in relation
to the Group’s business to which the Company or any of its
subsidiaries was a party and in which a Director had a material
interest, whether directly or indirectly, subsisted at the end of the
year or at any time during the year.

PERMITTED INDEMNITY PROVISION

The articles of association of the Company provides that every
Director or other officer of the Company shall be entitled to be
indemnified out of the assets of the Company against all losses
or liabilities incurred or sustained by him as a Director or other
officer of the Company in defending any proceedings, whether
civil or criminal. In addition, the Company has maintained
appropriate insurance in respect of potential legal actions against
the Directors and its officers.
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DIRECTORS’ INTERESTS, LONG AND SHORT
POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 31 December 2021, the interests and short positions of the
Directors and chief executives of the Company in the shares,
underlying shares and debentures of the Company and any of its
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (the “SFO”)) (the “Associated
Corporations”) as recorded in the register required to be kept
under Section 352 of the SFO or as otherwise notified to the
Company and The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) as
set out in Appendix 10 to the Listing Rules were as follows:

Long positions in the shares of the Company or any of the
Associated Corporations (including options granted under the
Company’s share option scheme):

Nature of Interest

EEME

Name of Director

EEpS

Lu Minfang Personal Interest
JE 8K (PN ¥
Zhang Ping Personal Interest
iR 18 A2

EERRD HEROREEZNE
mHFRERAR

RZZE=Z—F+=ZA=+—"H ARQRREEKF
BITBABRARAREFMERZE (EXR
FBHERBE GG ([FHFEBEE]) EXVEL
([EEEEE D) MR - BB REEES - %
BEIABHFLHEKRAIE2BEATETENE
AR ERS RAR - s TR Bk 81 AT
Bl RELEMBEITAESHETESRR HHIZEST
BI(MZ%<FR ) STTAEARRMEBHER S
FTBRAR ([ MEEEARIT ¢

RAR RS EATAEBEAE RO TR (BFER
BARRIBARERTBIX TR RE)

Total Number of
Ordinary Shares/

Percentage of the

Underlying Company’s Issued
Share Held Share Capital
BREEER HAEQRE BT
HER G AR RAME DL
11,651,240 (L)M® 0.29%%
1,992,613 (L)@@ 0.05%%




Notes:

(1) It represents 783,831 shares granted to Mr. Lu Minfang in which
255,251 shares remain unvested under the restricted share award
scheme of the Company and 10,867,409 underlying shares in
respect of the share options granted under the Company’s share
option scheme.

) It represents 115,983 shares granted to Mr. Zhang Ping in which
98,862 shares remain unvested under the restricted share award
scheme of the Company and 1,876,630 underlying shares in
respect of the share options granted under the Company’s share
option scheme.

()] Interest held in the capacity of beneficial owner.

(4) The calculation is based on the number of shares as a percentage
of the total number of issued shares of the Company (i.e.
3,953,179,180 shares) as at 31 December 2021.

L) Indicates a long position.

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

Save as disclosed above, as at 31 December 2021, none of the
Directors and the chief executive of the Company had any
interests and short positions in the shares, underlying shares and
debentures of the Company or any of the Associated
Corporations as recorded in the register of the Company required
to be kept under Section 352 of the SFO or as otherwise notified
to the Company and the Stock Exchange pursuant to the Model
Code.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES
Save as disclosed under the sections headed “Directors’
Interests, Long and Short Positions in Shares, Underlying Shares
and Debentures” above and “Share Option Scheme” and “Share
Award Scheme” below, at no time during the year were rights to
acquire benefits by means of the acquisition of shares in or
debentures of the Company or any other body corporate granted
to any Director, or his or her respective spouse or minor children,
or were any such rights exercised by them; or was the Company,
or any of its holding companies, subsidiaries or fellow
subsidiaries, a party to any arrangement to enable the Directors
to acquire such rights in the Company or any other body
corporate.

Annual Report 2021 —Z - —FF3§

REPORT OF THE DIRECTORS
BEEEWE

B &E -

(1)  ZHEBREARRRIERZZEAEZTE
B SE HE#) 783,831 IRk - B 255,251 Rk {n
WARRE © ARABREAD B BRETEIE L
O 8% AL HE A9 10,867,400 A% 4B B A% 17

(2 ZHEBBREARARIERZEEEE TR
TR HERI115,983% AR 10 & H98,862% i 15 I
BB LAREBREAQGEREAZREN

B R AE R 1,876,630 % A RAAL (D ©

@) MNESEAATNHAENOES -

4 REBEMHEBEARAFAR-_ZT-_—F+_A4
=+ —BE#77IH 4 #3,953,179,180fk W &

DLETE -
L RKERFE-

RN B R B AT &) 2 R B M R 22 B AT 8 2 +F
BRI T X [ RERERT 81| & [ ISR 22 Bt &1

& -

B EREEEIN  RZE—F+ A =+—
A RAREEEREBITHABRARR R
IR EE MG - BERD REEET - BE
BHEARBRLEREES KBEEHIZE3521EF
EFEEMNELMA  SURBIEETFRISITAE AR
NEIFB TR AR -

EEZWBERONER

B EXTEEREND ARG RERENE
@ R MAR | R T X BAREAE ) R IR
SREAEIAEEEN  REREMAEHE 5
BEMERAESANEBIARKF FLERL
ARBBARRREAEMEEERORDHE
REE MBI R - AW EWEIT MM A RE
Ao BARBRELAZEBRAR - FARHKAR
FRBEBERT L ERZHE  UHEESEAEEN
ARr S EREMEE TR B RER -




China Mengniu Dairy Company Limited FEIR4 A ¥ ER AT

REPORT OF THE DIRECTORS
EEBWE

SUBSTANTIAL SHAREHOLDERS’ INTERESTS
As at 31 December 2021, the interests or short positions of
substantial shareholders of the Company, other than the Directors
or the chief executive of the Company whose interests and short
positions in the shares of the Company and of the Associated
Corporations are set out above, in the shares and underlying
shares of the Company as recorded in the register required to be
maintained under section 336 of the SFO were as follows:

Name of Substantial Shareholder FERREZ EZHE

COFCO Corporation HEEEER AR

FTERRES
RZZB-_—F+_A=+t—8 REE %&ﬁﬂf
fFRBIE336IFREFERELMATCE - AR
MEZBR (RAR R RAREE E’Jﬁﬁfﬁﬁfﬂﬁﬁ%
BN MARER EXEIINARREERE
ZITHABRRIN RAR B Iy M AERE B0 8
REIOXRMT

Percentage of
the Company’s

COFCO (Hong Kong) Limited
China Foods (Holdings) Limited
Farwill Limited

Colour Spring Limited

COFCO Dairy Holdings Limited
COFCO Dairy Investments Limited
Prominent Achiever Limited

Arla Foods amba

FIL Limited

Pandanus Partners L.P.
Pandanus Associates Inc.
Brown Brothers Harriman & Co.

Schroders Plc
BlackRock, Inc.

Citigroup Inc.

HREE(BB)BERAA
HERm(ER) BRAF
SEEBRAT
FHRBBRATF

IR EZERER AR
HREIAEREERAA
BEEBRRQA

Arla Foods amba

FIL Limited

Pandanus Partners L.P.

Pandanus Associates Inc.

Brown Brothers Harriman & Co.

Schroders Plc
BlackRock, Inc.

Citigroup Inc.

Issued

Number of Share Capital"?
Ordinary Shares ERAFRE T

LEREE el
915,266,304(L)" 23.15%
914,203,304(L)?® 23.13%
846,174,304(L)" 21.40%
914,203,304(L)© 23.13%
914,203,304(L)? 23.13%
914,203,304(L)?® 23.13%
914,203,304(L)?" 23.13%
914,203,304(L)?® 23.13%
914,203,304(L)® 23.13%
359,189,748(L)® 9.09%
885,000(S) 0.02%
359,189,748(L)° 9.09%
885,000(S) 0.02%
359,189,748(L)° 9.09%
885,000(S) 0.02%
288,366,808(L) 7.29%
288,366,808(P) 7.29%
237,553,370(L) 6.01%
200,773,557(L) 5.08%
101,000(9) 0.00%
197,738,509(L) 5.00%
9,933,480(9) 0.25%
187,777,982(P) 4.75%




Notes:

COFCO Corporation is deemed interested in an aggregate of
915,266,304 shares in the Company through its controlled
corporations, being COFCO (Hong Kong) Limited (which is wholly-
owned by COFCO Corporation), China Foods (Holdings) Limited
(which is wholly-owned by COFCO (Hong Kong) Limited), Farwill
Limited (which is wholly-owned by China Foods (Holdings) Limited),
COFCO Dairy Holdings Limited (which is owned by Farwill Limited
as to 70%), COFCO Dairy Investments Limited (which is owned by
COFCO Dairy Holdings Limited as to 82.16%), Prominent Achiever
Limited (which is wholly-owned by COFCO Dairy Investments
Limited) and WDF Investment Co., Ltd. (which is wholly-owned by
COFCO Corporation).

COFCO (Hong Kong) Limited, Farwill Limited, Colour Spring Limited,
COFCO Dairy Holdings Limited, COFCO Dairy Investments Limited,
Prominent Achiever Limited and Arla Foods amba are deemed
interested in an aggregate of 914,203,304 shares in the Company
under section 317 of the SFO.

COFCO (Hong Kong) Limited is a beneficial owner of 68,029,000
shares in the Company and is deemed interested in another
846,174,304 shares in the Company through its controlled
corporations, being China Foods (Holdings) Limited, Farwill Limited,
COFCO Dairy Holdings Limited, COFCO Dairy Investments Limited
and Prominent Achiever Limited.

China Foods (Holdings) Limited is deemed interested in an aggregate
of 846,174,304 shares in the Company through its controlled
corporations, being Farwill Limited, COFCO Dairy Holdings Limited,
COFCO Dairy Investments Limited and Prominent Achiever Limited.

Farwill Limited is deemed interested in an aggregate of 846,174,304
shares in the Company through its controlled corporations, being
COFCO Dairy Holdings Limited, COFCO Dairy Investments Limited
and Prominent Achiever Limited.

COFCO Dairy Holdings Limited is deemed interested in an aggregate
of 846,174,304 shares in the Company through its controlled
corporations, being COFCO Dairy Investments Limited and
Prominent Achiever Limited.

COFCO Dairy Investments Limited is a beneficial owner of
550,146,260 shares in the Company and is deemed interested in
another 296,028,044 shares in the Company through its controlled
corporation, being Prominent Achiever Limited.

Prominent Achiever Limited is a beneficial owner of 296,028,044
shares in the Company.
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9) Based on the disclosure of interest filed by Pandanus Associates
Inc., FIL Limited is a controlled corporation of Pandanus Partners
L.P., which is in turn a controlled corporation of Pandanus
Associates Inc.

(10)  The total issued shares of the Company as at 31 December 2021
was 3,953,179,180.
L Indicates a long position.

S Indicates a short position.

P Indicates a lending pool.

Saved as disclosed above, as at 31 December 2021, no other
interests or short position in the shares or underlying shares of
the Company were recorded in the register maintained under
Section 336 of the SFO.

SHARE OPTION SCHEME

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

The total number of securities available for issue under the 2016
Share Option Scheme is 391,926,640 shares (being 10% of the
total number of shares of the Company in issue as at the date of
approval (i.e. 3,919,266,402 shares as at 3 June 2016)), which
represents 9.91% of the total issued shares of the Company as
at the date of this annual report (i.e. 3,953,267,460 shares as of
30 March 2022).

(9)  1R¥EPandanus Associates Inc. 323 HIMEZRHEE
FIL Limited &Pandanus Partners L.P. H) S #85%
& - M1 % APandanus Associates Inc.H) 2 $%
SEE o

ROIZE-—F+-A=+—H KA EHTK
5 a8 53,953,179,1800% °
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S) F=RMHKE -
P RrAAHEEHRG -

R EXFIEBBEEN R _—F+_A=+—
B REESLMERDIEBHREFENE
FCAT/R - BT (A EL A AR R B AR AD Sk AR R A%
AP BEIORE °
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The movement of the share options granted under the 2016
Share Option Scheme during the year is as follows.

Name or category of
participant
SREEZHEF

Executive Director

YITES

As at
1 January
2021

R-B=-%

-B-A

Number of share options

Granted
during
the year

FRRH

BREHE

As at
Exercised 31 December
during Lapsed during
the year® the year 1

FR{TED
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REARE T - NFRRES SR ERE
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Date of
grant of
share options

RHBRERS

Exercise period of
share options

(both dates inclusive)
BRETENE
(BEERMX)

Exercise

price of share
options
BRETHE
HKS

BN

Lu Minfang 865,000 - - - 865,000 13.7.2017 13.7.2018 to0 12.7.2022 14.812
E&M “E-t4tAT=A “E-\§tAT=RZE
“FZZFtA+ZH
690,199 - - - 690,199  7.5.2018 7.5.2019 t0 6.5.2023 26.05
- /\5RALHE ZZ-NERALAZE
ZEZ=FRRRA
9,312,210 - - - 9,312,210 24.12.2018 1.4.2019 10 23.12.2023 2393
“T-\fT-A-ftMAE -—T-NEMA-REZ
ZR-=4+-R-t=H
Zhang Ping 470 - - - 470 13.7.2017 13.7.2018 to 12.7.2022 14.812
&¥ “Z-t4§tAT=A “Z-\§tAt=RZ
-5t A+ZH
730 - - - 730 75.2018 7.5.2019 t0 6.5.2023 26.05
- \fRALAE ZZ-NERALAZE
ZEZ=5RARA
1,875,430 - - - 1,875,430  24.12.2018 1.4.2019 to0 23.12.2023 2393
“Z-NE+-A-tMB -—Z-NERMA-BZ
ZRC=F+ZAZt=H
Employees in Aggregate 1,358,433 - (335,800) - 1,022,633 13.7.2017 13.7.2018 to0 12.7.2022 14.812
[3-E5y “Z-t45tAT=A “Z-\§tAft=RZ
-5 tA+ZH
2,338,212 - (697,520) - 1,640,692  7.5.2018 7.5.2019 t0 6.5.2023 26.05
ZE-\$1AtH ZZ-NERALAZE
ZEZ=%1AKA
12,448,663 - (3,654,012) (109,331) 8,685,320  24.12.2018 1.4.2019 to 23.12.2023 2393
“E-NE+-f-tmBR -—Z-AERMA-BZ
ZECZETZAZTZH
1,016,887 - (383,331) (13,345) 620,211 1.4.2020 1.4.2021 to0 31.3.2025 26.54
—Z-TENA-A ZEC-ENA-RE
“E-R%=A=1-H
29,906,234 - (5,070,663) (122,676) 24,712,895
Notes: B 5E -

(1) The exercise period of the share options granted commences after

a certain vesting period and the fulfiment of certain performance

targets, and ends on a date which is no later than five years from
the date of grant of such options. Further details of the share
option scheme are set out in note 39 to the financial statements.

2) The weighted average closing price of the shares of the Company

immediately before the dates on which the options were exercised

was HK$48.17.

() ZEERENTEHAETRBHRERE TR
RARRFABEN  BEERLZEBRER ML
MAFZ AR - ARABRES BE—SFHE
BRI IRAMEES9

(2  ARERGHHREEBRETE R BT NEEY
W {E A48T T ©
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The values of share options calculated using the binomial model
are subject to certain fundamental limitations, due to the
subjective nature of and uncertainty related to a number of
assumptions of the expected future performance input to the
model, and certain inherent limitations of the model itself. Details
of the valuation are set out in note 39 to the financial
statements.

The value of an option varies with different variables of certain
subjective assumptions. Any change to the variables used may
materially affect the estimation of the fair value of an option.

SHARE AWARD SCHEME

Restricted Share Award Scheme

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

During the year ended 31 December 2021, the number of shares
of the Company granted to selected participants was 4,503,205,
of which 128,720 shares were granted to the Directors, details of
which are as follows:

As at
1 January Granted

2021 during
Name of Director R=ZB=—F the year
EEpE —HA—H FREH
Lu Minfang 369,628 128,720
BB
Zhang Ping* 143,942 49,611
gk

BREEERA ZETEREXGTE  BhaRERN
TR ZEARKREBENTENEERTS
FEE UREBXNASETRERS - SUtsE
FEZB|RERERRS) o MEFFBEHNMBHRE
Bf5E39 °

BREEERZETIBERRTIRAEHMES -
FEREBRNERNES B RELTHAAE
EREATE -

B A
PR M iR E 22 B 5T &)

QB —IAR S AR R 22 EET &) ([ IR 42 E)
8D WEEMRE AARRIBIEESEE @ &
RABHERR  HBAEEFELRE -

22— F+-_A=1+—"HILEFEE B2ET
ERDHENARNTRESE A4,503,2050% © E
128,720 E TFTES - FBEINWT ¢

As at

Vested Forfeited 31 December
during during
the year the year
FAHE FRERK

(243,097) - 255,251

(94,691) - 98,862

Zhang Ping was appointed as Executive Director on 1 December
2021 and the restricted shares were granted to him before his
appointment.

Further details of the Share Award Scheme are also set out in
Note 40 to the financial statements.

X RIFR—_E-_—F+_A—HEZTAWTE
FoMREMEREDRERETAERT -

IR R R =T B8 — LB I B R R M
40 o



RELEVANT SCHEME

On 24 January 2021, the Company announced that, subject to
certain conditions being satisfied, certain financial products will be
made available for subscription by the selected participants in the
Group or the Company’s associates who meet certain criteria (the
“Selected Participants”) under a scheme to be adopted by the
Company (the “Relevant Scheme”), pursuant to which the
Selected Participants are entitled to receive certain returns as
incentives (the “Incentives”). The Relevant Scheme was
established to retain and provide incentives to the Selected
Participants to motivate them to further create value for the
Company. On 24 September 2021, the Company further
announced that the Board intended to adopt the Relevant
Scheme (subject to certain conditions being satisfied). It was
expected that the Selected Participants will indirectly subscribe
for certain structured notes (the “Structured Notes”). The
Structured Notes will be issued by Eaglets International Financial
Products Limited (“Eaglets”) (an Independent Third Party), and
Eaglets will subscribe for the Convertible Bonds. The Incentives to
be received by the Selected Participants from time to time will be
based on returns on the Structured Notes which are in turn
calculated with reference to the performance of the Convertible
Bonds and the Company’s Share price. On 26 November 2021,
the issuance and placing of HK$4,862,600,000.00 3.08%
Convertible Bonds due 2026 (debt stock code: 40946) under
specific mandate in relation to the Relevant Scheme was
completed. The bonds are convertible at the option of the
bondholders into ordinary shares beginning in 2022. No shares
had been issued under the Relevant Scheme. For further details,
please refer to “Connected Transaction — The Issuance of the
Convertible Bonds and the Loan Guarantee” and “Issuance of
Convertible Bonds” in this Annual Report, the announcements of
the Company dated 24 January 2021, 12 October 2021, 23
November 2021 and 26 November 2021, the circular of the
Company dated 24 September 2021 and note 32 to the financial
statements.

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

Save as disclosed above, none of the Directors or the chief
executive during the year ended 31 December 2021, held any
interest in, or were granted any right to subscribe for, the
securities of the Company and its associated corporations within
the meaning of the SFO, or had exercised any such rights.
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CONTINUING CONNECTED TRANSACTION

(i)

The 2014 Master Sale and Purchase Agreement
with COFCO Corporation

On 31 December 2014, the Company entered into a new
master sale and purchase agreement (the “2014 Master
Sale and Purchase Agreement”) with COFCO Corporation
(“*COFCQ”) to renew the existing Master Sale and Purchase
Agreement pursuant to which the Group will continue to,
subject to the Group’s regular review and at the Group’s
option, purchase white sugar, edible oil, other raw materials
and related products (including packaging materials) from
COFCQ, its subsidiaries and certain associated companies
(collectively “COFCO Corporation Group Companies”) for a
term of three years commencing from 1 January 2015 and
ending on 31 December 2017, which may be extended at
the Company’s option, for a further period of not more than
three continuous vyears, subject to compliance with any
relevant requirement under the Listing Rules.

China Modern Dairy Holdings Ltd. (“CMD”) has purchased
feedstuffs and other related materials from COFCO
Corporation Group Companies in the past and will continue
to purchase feedstuffs and other related materials from
COFCO Corporation Group Companies (the “CMD
Transactions”) commencing from 1 January 2018.

In view of the anticipated expiration of the extended term of
the 2014 Master Sale and Purchase Agreement on 31
December 2020, the Company has delivered an extension
notice (the “2020 Extension Notice”) to COFCO to exercise
its right to extend the term of the 2014 Master Sale and
Purchase Agreement for a further three years. The
Company received a confirmation from COFCO on 22
December 2020 acknowledging receipt of the 2020
Extension Notice. Following the extension of the term of the
2014 Master Sale and Purchase Agreement, the Group will
continue to purchase (subject to the Group’s regular review
and at the Group’s option) white sugar, edible oil, other raw
materials and related products from COFCO Corporation
Group Companies for a term commencing from 1 January
2021 and ending on 31 December 2023. The annual
transaction amount under the 2014 Master Sale and
Purchase Agreement (including the CMD Transactions) for
each of the three years ending 31 December 2021, 2022
and 2023 is not expected to exceed RMB2,200,000,000.
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As COFCO, being a substantial shareholder of the
Company, is a connected person of the Company, the
transactions under the 2014 Master Sale and Purchase
Agreement (as extended by the 2020 Extension Notice)
constituted continuing connected transactions of the Group.

As the applicable percentage ratios in respect of the
transaction value under the 2014 Master Sale and Purchase
Agreement (as extended by the 2020 Extension Notice) are
on an annual basis more than 0.1% but less than 5%, the
continuing connected transactions under the 2014 Master
Sale and Purchase Agreement (as extended by the 2020
Extension Notice) are subject to the reporting,
announcement and annual review requirements but are
exempt from the independent shareholders’ approval
requirement under Chapter 14A of the Listing Rules. For
further details of the 2014 Master Sale and Purchase
Agreement (as extended by the 2020 Extension Notice),
please refer to the announcement of the Company dated
22 December 2020.

For the year ended 31 December 2021, the total amount
paid/payable by the Group to COFCO Corporation Group
Companies for the purchase of white sugar, edible oil, other
raw materials and related products (including packaging
materials) was approximately RMB568,159,000, and the
pricing policies set out in the announcements have been
followed when determining the price and terms of the
transactions conducted during the year.

For the year ended 31 December 2021, the total amount
paid/payable by CMD to COFCO Corporation Group
Companies for the CMD Transactions which constitute
continuing connected transaction of the Company under
Chapter 14A of the Listing Rules was approximately
RMB677,775,000, and the pricing policies set out in the
announcements have been followed when determining the
price and terms of the transactions conducted during the
year.
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(ii)

Strategic Collaboration Agreement with COFCO
Trust Company Limited

On 23 December 2020, the Company entered into the
Strategic Collaboration Agreement with COFCO Trust
Company Limited for a term of three years. Pursuant to the
Strategic Collaboration Agreement, the Group will purchase
(subject to the Group’s regular review and at the Group’s
option) various financial services and products from COFCO
Trust Company Limited, for a term commencing from
23 December 2020 and ending on 22 December 2023.

The price payable by the Group Company to COFCO Trust
Company Limited shall be fair and reasonable, and shall be
fixed by reference to and by no means higher than the
reasonable market price at which the Group could obtain
the same type of supplies from independent third parties.
The terms of the Strategic Collaboration Agreement were
determined after arm’s length negotiations and the Directors
are of the view that they are on normal commercial terms.
Pursuant to the Strategic Collaboration Agreement, the
terms and conditions of the supply of various financial
services and products by COFCO Trust Company Limited to
the Group shall not be less favourable than those available
to the Group from independent third parties.

The aggregated transaction amount under the Strategic
Collaboration Agreement during any 12 months within its
terms is not expected to exceed RMB1,000,000,000
(*“Annual Cap”). The above Annual Cap is determined by
reference to (i) the Group’s overall treasury policies and
cash resources management and investment plan; (i)
historical value of transactions between the Group and
other third parties in relation to similar product or services
types; and (i) any comparable market prices of the relevant
products or services.

(ii)
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COFCO Trust Company Limited is a subsidiary of COFCO
Corporation. COFCO Corporation is a substantial
shareholder of the Company and thus a connected person
of the Company under Rule 14A.07 of the Listing Rules. As
a subsidiary of COFCO Corporation, COFCO Trust
Company Limited is an associate of a connected person of
the Company, and thus also a connected person of the
Company under Rule 14A.07 of the Listing Rules. The
transactions under the Strategic Collaboration Agreement
therefore constitute continuing connected transactions of the
Company under Chapter 14A of the Listing Rules.

As the applicable percentage ratios in respect of the Annual
Cap for the transactions under the Strategic Collaboration
Agreement are more than 0.1% but less than 5%, the
continuing connected transactions under the Strategic
Collaboration Agreement are subject to the reporting,
announcement and annual review requirements but are
exempt from the independent shareholders’ approval
requirement under Chapter 14A of the Listing Rules. For
further details about the Strategic Collaboration Agreement,
please refer to the announcement of the Company dated
23 December 2020.

For the year ended 31 December 2021, the total amount
paid/payable by the Group to COFCO Trust Company
Limited for the transactions under the Strategic
Collaboration Agreement was approximately
RMB750,000,000. This aggregate transaction amount
represented RMB700,000,000 outstanding trust units
brought forward from year ended 31 December 2020 and
an additional purchase of RMB50,000,000 trust units for the
year ended 31 December 2021. The pricing policies set out
in the announcement have been followed when determining
the price and terms of the transactions conducted during
the year.
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The independent non-executive Directors of the Company
have reviewed the continuing connected transactions set out
above and have confirmed that these continuing connected
transactions were entered into (i) in the ordinary and usual
course of business of the Group; (i) on normal commercial
terms or better; and (i) in accordance with the relevant
agreements governing them on terms that are fair and
reasonable and in the interests of the Shareholders as a
whole.

Ernst & Young, the Company’s auditors, were engaged to
report on the Group’s continuing connected transactions
and the CMD Transactions in accordance with Hong Kong
Standard on Assurance Engagements 3000 Assurance
Engagements Other Than Audits or Reviews of Historical
Financial Information and with reference to Practice Note
740 Auditor’s Letter on Continuing Connected Transactions
under the Hong Kong Listing Rules issued by the Hong
Kong Institute of Certified Public Accountants. Ernst &
Young have issued their unqualified letter containing their
findings and conclusions in respect of the continuing
connected transactions disclosed above by the Group in
accordance with Rule 14A.56 of the Listing Rules. A copy
of the auditors’ letter has been provided by the Company to
the Stock Exchange.

Save as disclosed above, none of the related party
transactions as disclosed in note 46 to the financial
statements constitute non-exempt connected transaction or
non-exempt continuing connected transaction under
Chapter 14A of the Listing Rules. The Company confirms
that it has complied with the disclosure requirements in
accordance with Chapter 14A of the Listing Rules.
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CONNECTED TRANSACTION

The Issuance of the Convertible Bonds and the Loan
Guarantee

On 24 January 2021, the Company announced that, subject to
certain conditions being satisfied, certain financial products will be
made available for subscription by the selected participants in the
Group or the Company’s associates who meet certain criteria (the
“Selected Participants”) under a scheme to be adopted by the
Company (the “Relevant Scheme”), pursuant to which the
Selected Participants are entitled to receive certain returns as
incentives (the “Incentives”). As part and for the purpose of the
establishment of the Relevant Scheme, on 24 January 2021, the
Company entered into the Placing Agreement with BOCI Asia
Limited (the “Placing Agent”) pursuant to which the Placing Agent
agreed to procure, on a best effort basis, placee(s) to subscribe
for the Convertible Bonds subject to and in accordance with the
terms and conditions as set out in the Placing Agreement.

On 24 September 2021, the Company further announced that the
Board intended to adopt the Relevant Scheme (subject to certain
conditions being satisfied). It was expected that the Selected
Participants will indirectly subscribe for certain structured notes
(the “Structured Notes”) by investing in (i) the qualified domestic
institutional investor (QDIl) asset management schemes (the
“Asset Management Schemes”) established and managed by
China Merchants Fund Management Co., Ltd., (the “Assets
Manager”) and (ii) an offshore special purpose vehicle established
by some of the Selected Participants (the “Offshore SPV”). The
Structured Notes will be issued by Eaglets for a total principal
amount of HK$ equivalent of approximately RMB1,000,000,000,
and Eaglets will subscribe for the Convertible Bonds. The
Incentives to be received by the Selected Participants from time
to time will be based on returns on the Structured Notes which
are in turn calculated with reference to the performance of the
Convertible Bonds and the Company’s Share price.

Eaglets, being the Notes Issuer, has also entered into the Facility
Agreement as the Borrower with the Lender to borrow a principal
amount of HK$3,800,000,000, being the Loan.
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The net proceeds raised from the issuance of the Structured
Notes and the drawdown of the Loan, were utilized by the Notes
Issuer to subscribe for the Convertible Bonds. The Convertible
Bonds formed the reference underlying assets of the Structured
Notes such that the returns on the Convertible Bonds formed the
basis for calculating the Noteholders’ (i.e. the Asset Management
Schemes and the Offshore SPV) returns on the Structured Notes,
after taking into account the repayments of the amounts due and
payable in respect of the Loan and any other applicable costs
and expenses in respect of the Structured Notes.

To secure the repayment of the Loan and the Structured Notes,
the Company provided the Loan Guarantee in favour of the
Lender to guarantee the Notes Issuer's present and future
liabilities and obligations under the Loan.
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The Selected Participants included three connected persons (the
“Connected Selected Participants”), being one Director and two
directors of members of the Group, namely (1) Mr. Lu Minfang,
Executive Director and chief executive officer of the Company,
and director of certain subsidiaries of the Company; (2) Mr. Zhang
Ping, senior management of the Company (subsequently
appointed as Executive Director of the Company on 1 December
2021) and director of certain subsidiaries of the Company; and (3)
Mr. Zhao Jiejun, senior management of the Company and director
of certain subsidiaries of the Company. Accordingly, the following
transactions were deemed or constituted connected transactions
for the Company for the purpose of Chapter 14A of the Listing
Rules and were therefore subject to the reporting, announcement
requirements and independent shareholders’ approval requirement
under Chapter 14A of the Listing Rules:

1. the issuance of the Convertible Bonds (including the
terms and conditions of the Convertible Bonds) — the
Connected Selected Participants, through making capital
contribution to the Asset Management Schemes and the
Offshore SPV, has an effective interest in not more than a
total principal value of RMB120,000,000 of the Structured
Notes which references to a total principal value of not
more than HK$ equivalent of RMB480,000,000 of the
Convertible Bonds, representing an underlying
approximately 16,579,614 Conversion Shares, having regard
to the Conversion Price. Given the returns on the
Structured Notes that the Selected Participants will enjoy
(i.e. the Incentives) will be calculated by reference to the
returns on the Convertible Bonds and as the Connected
Selected Participants are connected persons, the issuance
of the Convertible Bonds (including the terms and
conditions of the Convertible Bonds) was deemed to
constitute a connected transaction and was therefore
subject to the reporting, announcement requirements and
independent shareholders’ approval requirement under
Chapter 14A of the Listing Rules.; and
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2. the Loan Guarantee — the Company provided a loan
guarantee in favour of the Lender to guarantee all
obligations of the Notes Issuer under the Facility Agreement.
The Loan Guarantee was provided by the Company in
respect of the Loan which was utilized for subscribing for
the Convertible Bonds that are referenced assets underlying
the Structured Notes. Accordingly, the Loan Guarantee may
be considered financial assistance provided for the benefit
of the Connected Selected Participants. As such, the Loan
Guarantee constituted a connected transaction for the
purpose of Chapter 14A of the Listing Rules, and was
subject to the reporting, announcement requirements and
independent shareholders’ approval requirement under
Chapter 14A of the Listing Rules.

At the extraordinary general meeting held on 12 October 2021,
the independent shareholders of the Company approved (a) the
proposed Relevant Scheme; (b) the Placing Agreement in relation
to the placing of the Convertible Bonds, and the transactions
contemplated thereunder; (c) the terms and conditions of the
Convertible Bonds; (d) the grant of the Specific Mandate to the
Directors to issue the Convertible Bond; and (e) any other
documents entered into and/or to be entered into in connection
with the Relevant Scheme and the Convertible Bonds including
but not limited to (i) the Facility Agreement, (i) the Security Deed,
(i) the Loan Guarantee, (iv) the Trust Deed and (v) the Agency
Agreement, and the Transactions contemplated thereunder.

On 15 November 2021, the Loan Guarantee was granted by the
Company in favour of the Lender.
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On 26 November 2021, the issuance and placing of
HK$4,862,600,000.00 3.08% Convertible Bonds due 2026 (debt
stock code: 40946) under specific mandate in relation to the
Relevant Scheme was completed. A maximum of 140,011,516
new Shares (based on the Initial Conversion Price of HK$34.73
per Share) will be allotted and issued by the Company on a full
conversion basis.

For further details of the issuance of the Convertible Bonds and
the Loan Guarantee, please refer to “lssuance of Convertible
Bonds” and “Relevant Scheme” in this Annual Report, the
announcements of the Company dated 24 January 2021, 12
October 2021, 23 November 2021 and 26 November 2021, the
circular of the Company dated 24 September 2021 and note 32
to the financial statements.

ISSUANCE OF CONVERTIBLE BONDS

On 26 November 2021, the Company issued convertible bonds
with a nominal value of HK$4,862,600,000 which were placed to
Eaglets International Financial Products Limited (an Independent
Third Party) as part of the Relevant Scheme, which was
established to incentivize the Selected Participants. The bonds are
convertible at the option of the bondholders into ordinary shares
with the initial conversion price of HK$34.73 per share beginning
in 2022. An aggregate of 140,011,516 ordinary Shares will be
issued at the initial conversion price on a full converted basis,
with an aggregate nominal value of HK$14,001,151.6. The net
proceeds raised were approximately HK$4,861.35 million.

As previously disclosed in the Company’s circular dated 24
September 2021, the Company intended to use all the net
proceeds from the placing of convertible bonds for general
working capital purposes as follows: 55% for payment of raw milk
supply; 30% for payment of raw materials cost; 10% for
payment of wages and salaries; and 5% for payment of tax
expenses.
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As of 31 December 2021, the net proceeds raised had been fully
ulitised for the purposes as previously disclosed in the circular.

The placing of the convertible bonds will strengthen the financial
position of the Group for its business development and enhance
the Group’s flexibility in dealing with economic and epidemic
uncertainties.

For further details, please refer to “Connected Transaction — The
Issuance of the Convertible Bonds and the Loan Guarantee” and
“Relevant Scheme” in this Annual Report, the announcements of
the Company dated 24 January 2021, 12 October 2021, 23
November 2021 and 26 November 2021, the circular of the
Company dated 24 September 2021, and note 32 to the financial
statements.

PRE-EMPTIVE RIGHTS
There is no provision for pre-emptive rights under the Company’s
articles of association or the laws of the Cayman Islands which
would oblige the Company to offer new shares on a pro rata
basis to its existing Shareholders.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

Neither the Company nor any of its subsidiaries purchased,
redeemed or sold any of the Company’s listed securities during
the year ended 31 December 2021.

EQUITY-LINKED AGREEMENTS

Save for the share option scheme as set out on pages 104 to
106, the share award scheme as set out on page 106, and the
Relevant Scheme as set out on page 107, no equity-linked
agreements were entered into by the Group, or existed during the
year.
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PUBLIC FLOAT

As at the date of this report, the Company has maintained the
prescribed public float under the Listing Rules, based on the
information that is publicly available to the Company and within
the knowledge of the Directors.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of
the whole or any substantial part of the business of the Company
were entered into or existed during the year.

MAJOR CUSTOMERS AND SUPPLIERS

The percentage of purchases attributable to the five largest
suppliers of the Group combined was less than 30% of the total
purchases of the Group.

The percentage of revenue attributable to the five largest
customers of the Group combined was less than 30% of the total
revenue of the Group.

None of the Directors of the Company or any of their close
associates or any shareholders (which, to the best knowledge of
the Directors, own more than 5% of the Company’s issued share
capital) had any interest in the Group’s five largest suppliers or
customers.

PLEDGE OF ASSETS

As at 31 December 2021, the Group has pledged certain
investment deposits, pledged deposits, land use rights, property,
plant and equipment and dairy cows aggregating to approximately
RMB2,479,689,000 (2020: RMB2,937,555,000).

Details are set out in the respective notes to the financial
statements.
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TAX RELIEF

The Company is not aware of any relief from taxation available to
the shareholders by reason of their holding of the Shares.

COMMITMENTS

Details of commitments are set out in note 45 to the financial
statements.

FOREIGN CURRENCY RISK

Details of foreign currency risk are set out in note 49(i) to the
financial statements.

FINANCIAL SUMMARY

A summary of the results for the year and of the assets and
liabilities of the Group as at 31 December 2021 and for the
previous four financial periods are set out on pages 351 to 352.

CORPORATE GOVERNANCE

The Company’s corporate governance principles and practices are
set out in the Corporate Governance Report on pages 73 to 95.

AUDITORS

The financial statements have been audited by Ernst & Young.

By order of the Board of Directors

Jeffrey, Minfang Lu
Chief Executive Officer

Hong Kong, 30 March 2022
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INDEPENDENT AUDITOR’S REPORT

Ernst & Young

27/F, One Taikoo Place
979 King’s Road
Quarry Bay, Hong Kong

EY::

Independent auditor’s report
To the shareholders of China Mengniu Dairy Company Limited
(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of China
Mengniu Dairy Company Limited (the “Company”) and its
subsidiaries (the “Group”) set out on pages 131 to 350, which
comprise the consolidated statement of financial position as at
31 December 2021, and the consolidated statement of profit or
loss, the consolidated statement of comprehensive income, the
consolidated statement of changes in equity and the consolidated
statement of cash flows for the year then ended, and notes to the
consolidated financial statements, including a summary of
significant accounting policies.

In our opinion, the consolidated financial statements give a true
and fair view of the consolidated financial position of the Group
as at 31 December 2021, and of its consolidated financial
performance and its consolidated cash flows for the year then
ended in accordance with International Financial Reporting
Standards (“IFRSs”) issued by the International Accounting
Standards Board (“IASB”) and have been properly prepared in
compliance with the disclosure requirements of the Hong Kong
Companies Ordinance.
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BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong
Standards on Auditing (“HKSAs”) issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA”). Our
responsibilities under those standards are further described in the
Auditor’s responsibilities for the audit of the consolidated financial
statements section of our report. We are independent of the
Group in accordance with the HKICPA's Code of Ethics for
Professional Accountants (the “Code”), and we have fulfilled our
other ethical responsibilities in accordance with the Code. We
believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgement, were of most significance in our audit of the
consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on
these matters. For each matter below, our description of how our
audit addressed the matter is provided in that context.

We have fulfilled the responsibilities described in the Auditor’s
responsibilities for the audit of the consolidated financial
statements section of our report, including in relation to these
matters. Accordingly, our audit included the performance of
procedures designed to respond to our assessment of the risks
of material misstatement of the consolidated financial statements.
The results of our audit procedures, including the procedures
performed to address the matters below, provide the basis for our
audit opinion on the accompanying consolidated financial
statements.
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KEY AUDIT MATTERS (continueq)

Key audit matter
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BARETTEEw

How our audit addressed the key audit matter

B RRESSERNEERS X

Impairment testing of gooawill and trademarks with indefinite useful lives

BB R AR R (& 5 F R B 1% 49 )5 (8 0] 3

Goodwill and trademarks with indefinite useful lives
before impairment provision amounting to
RMB12,305,505,000 represented 13% of the Group’s
total assets as at 31 December 2021. The impairment
tests performed by management regarding various
groups of cash-generating units (“CGU groups”)
involved significant judgement for the determination of
the recoverable amount of the CGU groups. In
particular, as the performance of the Bellamy products
CGU group for the year ended 31 December 2021 did
not meet management’s expectation, management
focused on the impairment assessment of the carrying
amount of goodwill and trademarks with indefinite lives
of the Bellamy products CGU group aggregating
RMB7,151,103,000 in total, which resulted in
impairment provision of RMB621,230,000, in the
current year. This is a key audit matter due to the
magnitude, the complexity, and the management’s
estimates involved in the impairment testing.
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The accounting policies and related disclosures are
included in note 2.4 “Business combinations and
goodwill” and “Intangible assets (other than goodwill)”,
note 3 “Impairment of goodwill and trademarks with
indefinite useful lives” and note 20 “Impairment testing
of goodwill and trademarks with indefinite useful lives”
to the consolidated financial statements.
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We assessed the objectivity, independence and
competence of the external valuer who assisted
management to perform the impairment testing of goodwill
and trademarks with indefinite lives. We also assessed the
2022 budget and the financial projection for the following
years used to determine the recoverable amounts of
various CGU groups, by comparing key assumptions with
historical or external data, and a reconciliation of the
inputs. Furthermore, we involved internal valuation
specialists to assist us in evaluating the model and the
inputs used including the weighted average costs of capital
and expected perpetual rates. We also assessed the
adequacy of the disclosures concerning those key
assumptions included in note 20 “Impairment testing of
goodwill and trademarks with indefinite useful lives” to the
consolidated financial statements.
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KEY AUDIT MATTERS (continueq)

Key audit matter

BEESTEER
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How our audit addressed the key audit matter
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Impairment testing of an investment in a material associate
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The Group’s investment in China Modern Dairy
Holdings Ltd. (“China Modern Dairy”), a material
associate of the Group, amounted to
RMB7,800,414,000, representing 8% of the Group’s
total assets as at 31 December 2021. The impairment
test of the investment in China Modern Dairy performed
by management with the assistance from an external
valuer involved significant estimates for the
determination of the value in use of China Modern
Dairy. This is a key audit matter due to the magnitude
and the complexity of the estimates, and the
uncertainty on future market circumstances.
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The accounting policies and related disclosures are
included in note 2.4 “Investments in associates and
joint ventures”, note 2.4 “Impairment of non-financial
assets”, note 3 “Impairment of non-financial assets
(other than goodwill and trademarks with indefinite
useful lives)” and note 22 “Investments in associates”
to the consolidated financial statements.
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We assessed the objectivity, independence and
competence of the external valuer of management. We
also assessed the 2022 budget and the five-year financial
projection of China Modern Dairy and a reconciliation of
the inputs used to evaluate the value in use calculations.
Furthermore, we involved internal valuation specialists to
assist us in evaluating the models and the inputs used,
including the weighted average costs of capital and the
expected perpetual rates. We also assessed the adequacy
of the disclosures concerning those key assumptions
included in note 22 “Investments in associates” to the
consolidated financial statements.
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OTHER INFORMATION INCLUDED IN THE
ANNUAL REPORT

The directors of the Company are responsible for the other
information. The other information comprises the information
included in the Annual Report, other than the consolidated
financial statements and our auditor’s report thereon.

Our opinion on the consolidated financial statements does not
cover the other information and we do not express any form of
assurance conclusion thereon.

In connection with our audit of the consolidated financial
statements, our responsibility is to read the other information and,
in doing so, consider whether the other information is materially
inconsistent with the consolidated financial statements or our
knowledge obtained in the audit or otherwise appears to be
materially misstated. If, based on the work we have performed,
we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing
to report in this regard.

RESPONSIBILITIES OF THE DIRECTORS FOR
THE CONSOLIDATED FINANCIAL
STATEMENTS

The directors of the Company are responsible for the preparation
of the consolidated financial statements that give a true and fair
view in accordance with IFRSs issued by the IASB and the
disclosure requirements of the Hong Kong Companies Ordinance,
and for such internal control as the directors determine is
necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due
to fraud or error.

In preparing the consolidated financial statements, the directors of
the Company are responsible for assessing the Group’s ability to
continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of
accounting unless the directors of the Company either intend to
liquidate the Group or to cease operations or have no realistic
alternative but to do so.

The directors of the Company are assisted by the Audit
Committee in discharging their responsibilities for overseeing the
Group’s financial reporting process.
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AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS

Our objectives are to obtain reasonable assurance about whether
the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue
an auditor’s report that includes our opinion. Our report is made
solely to you, as a body, and for no other purpose. We do not
assume responsibility towards or accept liability to any other
person for the contents of this report.

Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with HKSAs will
always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users taken
on the basis of these consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise
professional judgement and maintain professional scepticism
throughout the audit. We also:

° Identify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or
error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

o Obtain an understanding of internal control relevant to the
audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Group’s
internal control.

° Evaluate the appropriateness of accounting policies used and
the reasonableness of accounting estimates and related
disclosures made by the directors.

Z%Eﬁﬁ%%‘l‘ﬁéﬂﬁ%i&%éﬁﬁ%ﬂ@
=

BEENEERAERTERRAMBHREREDS
FHEARUFFRERMEMWEAFRRL - A
BHEAESERNRBMBE - AREERE

BRRGES U TREEMRRE - BFHTHRA
%ﬁ%W%%’Mﬂﬂﬁi\ﬁﬂ/\jy%ﬁ?j}%%Eﬂfﬁc °

REEEESENZE  BIEERREETESR
FHERAETTHRA TERREERRAMEFENERXN
BRR BRI o 88 FR PR A ATR A BREF B AR - el (51
SEBENCEBHABRTAZEERERESRS
MBBRELNEERER - AR SEKRER
BRat -

*Eﬁ%/%ﬁu‘l‘@gxa”%u-l»ﬁi ’ 3;:1E <
REESESBETBHIRE

o FHEFHEEEMBHRRAENUFFHER
G B R B AR SR PR EL R - B FE L A
BB ERTENAREF ESRENEE
B RERBENERREER - N
FESRARER  BE WEER  REN
PRt k& B N EDE S| - But KA Mt
mﬁkﬁ’]ikf AR R R BORER B BN
SRR M E M B AR RA AR E S

s HEMARMBAWAMES  UARFREA
FEritiEf - BXFEEEYH EKIW*B% il
MARREERRER

© n%'fﬁﬁﬁﬁﬁan‘l’ﬂ(ﬁﬁ/‘ﬁ D/\&%%Fﬁ
EegrtHERHBEEERER S -

‘\A"éf-
[Z=s}



AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continued)

Conclude on the appropriateness of the directors’ use of the
going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant
doubt on the Group’s ability to continue as a going
concern. If we conclude that a material uncertainty exists,
we are required to draw attention in our auditor’s report to
the related disclosures in the consolidated financial
statements or, if such disclosures are inadequate, to modify
our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor’s report.
However, future events or conditions may cause the Group
to cease to continue as a going concern.

Evaluate the overall presentation, structure and content of
the consolidated financial statements, including the
disclosures, and whether the consolidated financial
statements represent the underlying transactions and events
in a manner that achieves fair presentation.

Obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business activities
within the Group to express an opinion on the consolidated
financial statements. We are responsible for the direction,
supervision and performance of the group audit. We remain
solely responsible for our audit opinion.

We communicate with the Audit Committee regarding, among
other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

We also provide the Audit Committee with a statement that we

have complied with

relevant ethical requirements regarding

independence and to communicate with them all relationships and
other matters that may reasonably be thought to bear on our
independence, and where applicable, actions taken to eliminate
threats or safeguards applied.
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AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continued)

From the matters communicated with the Audit Committee, we
determine those matters that were of most significance in the
audit of the consolidated financial statements of the current
period and are therefore the key audit matters. We describe
these matters in our auditor’'s report unless law or regulation
precludes public disclosure about the matter or when, in
extremely rare circumstances, we determine that a matter should
not be communicated in our report because the adverse
consequences of doing so would reasonably be expected to
outweigh the public interest benefits of such communication.

The engagement partner on the audit resulting in this independent
auditor’s report is Ng Siu Ki Ricky.

Ernst & Young

Certified Public Accountants
Hong Kong

30 March 2022
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CONSOLIDATED STATEMENT OF
PROFIT OR LOSS

FSiREE

Year ended 31 December 2021 E—Z-—F+_A=+—HIFE

2021 2020
—E-—F —EETF
Notes RMB’000 RMB’000
B 5 AR®B T ARETT
REVENUE WA 5 88,141,475 76,034,844
Cost of sales $H & A AN (55,751,561) (47,405,564)
GROSS PROFIT ER 32,389,914 28,629,280
Other income and gains AU R e 5 1,617,656 1,204,786
Selling and distribution expenses HERKIHER (23,487,674) (21,540,925)
Administrative expenses TEER (3,524,302) (3,132,947)
Impairment losses on financial and ERREHNEERER
contract assets, net =D (208,293) (156,876)
Loss on derecognition of financial RESHRK AT EN SR
assets measured at amortised cost BERBERMES
" &5 18 (33,565) (22,385)
Other expenses Hih & A 6 (1,863,223) (1,764,510)
Interest income A B WA 1,027,394 1,084,613
Finance costs Bb& AR 8 (743,072) (572,255)
Share of profits and losses of: ATREFEGER
A joint venture AEDE 21 (34,905) (37,413)
Associates N 22 728,238 463,418
PROFIT BEFORE TAX 5 B0 F 8 7 5,868,168 4,154,786
Income tax expense FriS i X i 11 (904,510) (653,193)
PROFIT FOR THE YEAR A E R 4,963,658 3,501,593
Attributable to: AT & 75 FEfh
Owners of the Company RAEHER A 5,025,537 3,525,044
Non-controlling interests FEPE AR AR R AE (61,879) (23,451)
4,963,658 3,501,593
EARNINGS PER SHARE EAREBEREBA
ATTRIBUTABLE TO ORDINARY EhEEREF
EQUITY HOLDERS OF THE (AEBRARTE)
COMPANY (EXPRESSED IN RMB
PER SHARE) 13
Basic YN 1.274 0.897
Diluted g 1.267 0.892
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CONSOLIDATED STATEMENT OF

COMPREHENSIVE INCOME

SEHIETE

Year ended 31 December 2021 HE - - —F+_A=+—HIFE

2020
—TFTHF
Notes RMB’000
Bt 5 ARETTT
PROFIT FOR THE YEAR A E F 4,963,658 3,501,593
OTHER COMPREHENSIVE INCOME/ H 2@z (&8)
(LOSS)
Other comprehensive income/(loss) that 1% 3 A 8 E#7 7 1A
may be reclassified to profit or loss in EREMEMER
subsequent periods: Wogs,/ (B51R) -
Exchange differences: N
Exchange differences on translation of BME G INETZRIIE 5,
foreign operations 8 (607,784) 392,078
Cash flow hedges: Remsan
Effective portion of changes in fair REAFHHTA
value of hedging instruments arising RNAEZEHH B
during the year =152 ) 9,556 (56,058)
Reclassification adjustments for gains Ert ARG EEED
included in the consolidated Yo st 1 i B E 3
statement of profit or loss DB = (10,814)
9,556 (66,872)
Share of other comprehensive income/ D5 & A A H A mE
(loss) of associates Wz (EE) (72,824) 10,666
Net other comprehensive income/ HENBUREEN S8
(loss) that may be reclassified to EEENHEMEE
profit or loss in subsequent W (FR) F8E
periods (671,052) 335,872
Other comprehensive income/(loss) that  E & HifE T~ & B #1 /1A
will not be reclassified to profit or loss EREMHEMER
in subsequent periods: Wogs (B1R)
Exchange differences on translation of &GN EFKHE K
foreign operations =8 ‘ 135,546 246,072
Equity investments designated at fair BEBARAREFER
value through other comprehensive HEB AR MEE
income: W H) IR AR E
Changes in fair value DA EEEF 24(a) (74,800) 101,289
Net other comprehensive income HANBMIEEN 28
that will not be reclassified to ZEEWHEMEZE
profit or loss in subsequent WFEE
periods 60,746 347,361
OTHER COMPREHENSIVE INCOME/ HfthZ @iz~
(LOSS), NET OF TAX (E518) » HMBRTIE (610,306) 683,233
TOTAL COMPREHENSIVE INCOME FEZEHWRAE
FOR THE YEAR 4,353,352 4,184,826
Attributable to: A& -
Owners of the Company ARAIFEBAN 4,467,823 4,243,176
Non-controlling interests FEE IR AR R A 2 (114,471) (58,350)
4,353,352 4,184,826
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CONSOLIDATED STATEMENT OF
FINANCIAL POSITION

iR SRR R

31 December 2021 A =—E—-—F+—-F=+—H

2021 2020
—EB=--—F —EFF
Notes RMB’000 RMB’000
B 5 AR®B T ARETF T
NON-CURRENT ASSETS RBEE
Property, plant and equipment W - BE MEE 14 17,335,240 12,546,604
Construction in progress EEIR 15 2,619,402 2,729,469
Investment properties A 16 62,508 63,924
Right-of-use assets FREEE 17 2,142,140 1,847,675
Goodwill (S 18 4,857,687 4,883,291
Other intangible assets HEmpEE 19 7,999,443 7,717,340
Investment in a joint venture REETEMIRE 21 - 103,427
Investments in associates REtE RN A Mg E 22 15,793,874 9,020,464
Deferred tax assets R IEE &= 23 1,561,308 1,276,625
Derivative financial instruments TEEMT A 33 11,119 =
Other financial assets Hih S g & E 24 14,235,644 7,690,082
Long term prepayments RHEATERT K 27 463,038 760,762
Total non-current assets HBIEMBNEE 67,081,403 48,639,663
CURRENT ASSETS REBEE
Other financial assets HEh S & E 24 4,666,980 7,752,088
Derivative financial instruments MESHBTIA 33 1,901 2,175
Inventories BE 25 6,485,485 5,512,450
Trade and bills receivables UL B TR & B R 26 4,159,688 2,988,362
Prepayments, other receivables and TERT R - E A e e
other assets MEMEE 27 4,285,875 3,604,858
Pledged deposits RBESFER 28 203,151 249,521
Cash and bank balances Re RIRITHETF 28 11,216,861 11,397,123
Total current assets BREEE 31,019,941 31,506,577




China Mengniu Dairy Company Limited FES4 A EER QT

CONSOLIDATED STATEMENT OF

FINANCIAL POSITION
RS RITRIA R

31 December 2021 A= =-—F+=-F=+—H

2021 2020
—E-—F —EEF
Notes RMB’000 RMB’000
B 5 AR® T ARETF T
CURRENT LIABILITIES REBEE
Trade and bills payables EREREER 29 8,803,902 7,969,321
Other payables and accruals H A FE T 5RIE K
TEIRE A 30 14,576,417 11,465,916
Interest-bearing bank and other FTERITREMEER
borrowings Sil 4,265,484 4,924,393
Derivative financial instruments PTESMIT A 33 1,239 3,653
Income tax payable FERETEEL 221,206 181,013
Other financial liabilities HthSraE 35 1,203,800 1,600,200
Total current liabilities wREaE 29,072,048 26,144,496
NET CURRENT ASSETS FREEE 1,947,893 5,362,081
TOTAL ASSETS LESS CURRENT BEERARBAR
LIABILITIES 69,029,296 54,001,744
NON-CURRENT LIABILITIES FREBAE
Interest-bearing bank and other ATERITREMEER
borrowings 31 18,786,328 14,019,832
Convertible bonds A R 1E 5 32 3,981,115 —
Deferred income IEE WA 34 477,833 420,006
Deferred tax liabilities BIERRIBE & 23 2,456,217 2,279,605
Derivative financial instruments PTESMIT A 33 36,305 34,742
Other financial liabilities Hth S EE 35 1,292,066 —
Total non-current liabilities BRIERDEE 27,029,864 16,754,185
NET ASSETS FEE 41,999,432 37,247,559
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CONSOLIDATED STATEMENT OF
FINANCIAL POSITION
RS RIEIRRE

31 December 2021 A= ZB-—#F+=-HA=+—H

2021 2020
—EB=-—fF —EFF
Notes RMB’000 RMB’000
B 5 AR®T T ARETT
EQUITY s
Equity attributable to owners of the RRARHEE AEGEER
Company
Share capital fi% X 36 359,774 359,359
Treasury shares held under share EREFTEI TFA
award scheme " EE 17 AR 17 40 (29,244) (56,916)
Other reserves H fth 37 12,057,667 12,953,689
Retained earnings REFH 24,437,587 19,726,510
36,825,784 32,982,642
Non-controlling interests FEIE IR IR R A 2 5,173,648 4,264,917
TOTAL EQUITY R R 41,999,432 37,247,559
Chen Lang Jeffrey, Minfang Lu
R BA E &
Director Director
o o
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CONSOLIDATED STATEMENT OF

CHANGES IN EQUITY

T

EI
Year ended 31 December 2021 #;

’\=

£

T—RIEFE

—RA=

—e

22T

6504708 L6 928628 0169226} i) 5808 Arigg) 16688 diggor) L9988 LL910e L1868 1699 65E'6% H-{=zET{e=ey (020 eaeceq 1 W
- - - [658'ege) - - - N - - - 698697 - - - - LEE Sanesel oS 0} kst
o158l {nig'8) - - - - - - - - - - = = = = BUNE/WEBHEGETEY  isasiu Bujonuoo-uou o) agekedped spuspig
990 = 19’90 = - - - - - - - - - - - U AT NAEle] fueduog 8 o Siauo 0} ped SpUspINg
%e97H (oee'9r1) - - (oee'971) - - - - - - - - - - [ THANITEELLERTY  siweu Bujosuoo-uou aewnd o uojuboosieq
(eeg1s) [0k - - - 1615 - - - - - - - - - (BEFTYY 0109 0 80|
ELEENAS=IY TOUYN SBUBIISANS Ul Sisasaul Ao Jo [esodsiq
0w 0 _ _ _ N _ B _ _ _ _ - . - - PR R Sisail Bujosuoo-uou Woy Lo ide)
% 8162 (ors8 - - - [orv'ed - - = = = = = = = B 1L e 1] 56U BUOIUC-L0U J0 Loy
= S = = = = = - (6zg'1y1) - - - - 7159 Ik - [} EEEE TR ALRLOS DEAE BIUS JBUN RIS SHRLS
£r's9 = L = = = = = L = - - - - - - 0 EE A E SUUBLYS [UBME B2US J0 LOIBSIUOWE SNfEA By
- - - - - - - - izl - - - - vl - - g0 3Rl
gERSTRLgel 0 650N Uod BM8SDI LOJI0 BIRyS J0 ISRl
it/ 97 26567 = = = = = 26567 = = = = = = = 68 SiaueBueLe uojdo
aleys Pajues-finb Jo LOLeSIuOWe aneh Jeq
£16967 = £159¢7 = = = o = = o = = = 16T = wr 66 Swawefuese
Lo akeys pajpas-finios Japun panss) Saielg
agy s auveny HSEe 99904 - - (8% - 60829 - - - - - Jeaf &l o (s50] oo aNSURRIALO0 0L
99901 = 99904 = 9901 = = = = = = = = = = = SBjB0sse
10 aLi0ou ansUaLRIOLIC) 10 J0 aIelS
[o8y'89) = (ogv'59) = - = = (2899 = = = = = = = 20 1 ‘soEpay My Use)
667'101 = 687101 0] = = = = = BIE10H = = = = = = ¥} 40 J8U ‘swoou
aNSURURIALLO0 B30 UBNOL) 3N 1e}
T SyalLISa DA 0 aneA Jey Ui Sabueug)
79.669 (66g7e) 29919 = = = = = = = 9979 = = = = = Suojessdo
UBiaio} 0 UoiBsues Lo Saateiyp ieuag
1ok a4 Joj (350] w00 BNSUBRILOD JBLj)
£65'109°8 (isv'ee) P0'%ee oSzt = = = = = = = = = = = = sl 84 10} 4oig
L8868 80T iraiig SES0r9) Jogor) Jege'oeg) 02766 8662 SEE Joig'iog) Jbig'iey 891665 L1900 8905 [1gegh) 157%% 020¢ fenuey |y
& 12 % 24
I3 0 % SO\
Ly LY Ly Ly Ly Ly Ly Ly Ly Ly Ly Ly Ly Ly Ly Ly
0008 008N 008Ny 0008 00080 008Ny 0008 008N 008Ny 0008 008N 008Ny 0008 008N 008Ny 0008
L2 4 e £ EERUNY  BEER LR B L HEMEYY  9BBU BEEMRE  BEIY #EEE E VEELLE
JTREYE  EIYEHSYL JHERGE  TEEETHRY JEEEEEY
BIHEVEEE
EEEEENTE
finbs oL sbuwes SHBOOSSE [0 BRSRI BRI RSl aNesel aS3I pRME Bl aNesal oS8l sndns e aleg  elRUDS peMe ik BRUG
PaUBIRY fnbe vy sebueuo  Bujonuod-uou  uojoestes Bufipy SRUSRNGSY  BNSUURIOLOD  OjeISL) fomeig PENQUAUY) BJBUS J3pun Py
10 J0 3RS fnb3 B0 ybnoy  fousund ubieioy SBRYS finseal|
4N B} I

SJBSSE [ROLRUY J0
aNeS8l anfeh Jeg

EENE A
fueduwon) au} o SIoUMO 0} HOEIQUAY

136



—FER

z=
CONSOLIDATED STATEMENT OF

Annual Report 2021

> (1£000'689'€S6'CH Y : & &~ )1L000'£99°LG0CH
HAY YHY

SEIE
T—RLEFE

3¢

=Y
=]

H

g

CHANGES IN EQUITY

Year ended 31 December 2021 HE —Z ——4%+

000

(ehe
(e
LR
0008

ETy

aNSUaLRIdWo)
Jajo ybnoay
aNeA Jgj 12
$1955e [eroueul
10 8Nisal
aNfeA e
BeYEEETY
fueduiog ay) Jo SiuMo 0} BjgEINGUNY

‘uoilisod [eloueul JO JUSWSTEIS PYEPIOSUOD By} Ul (000'689'€S6°ZHEINY :0202)
ZLEINY JO SeAesal Jayl0 Palepliosuod syl esudwod SJUNODOE aAI9Sa. 8sal |

B—=Ho45-T 1207 oOuEseq 16 W
HEYITEY S31asal (I0yelg 0} JSUel]
YNNG/ RTHE T s Bujoauoo-uou o) efedped spusping
4 SRHRYEHETYER et a4 0 SAUH0 0} pRd SpUEpIQ
9% kg Hbe el S AU00-Lou 3nd 10 UopubooaiRq
104100 0 850
(BEH2T) UGS
ehZ2 1 SEUBSINS J0 LOJSIbY
FERRENE JoAu0o-uou W ogaeh fece)
B2 LR
[ LR £ EEREE] AL3J0S (BN B2US J3DUN DRISEH SBRLS
o HERL B BBYOS PIEME BIRUS J0 UONESIUOUIE aNjen JJ
Suojdo areus
EEE R 58 RN 10 8510/6% Uodn 813S3) 00 BIeyS J0 JajSUel].
66 SwawableLe uojdo
i ERAE RS T A SIRUS Paes-Aunbe 10 UORESOLR 8 Jpg
& [ Suawebese
it =0 Bt E O] Uoido &l pafas-fa apun panss Sarlg
5(29)/3HETES Jeaf )10 (53] oo SUBLRAIO BlOL
Salg00sse
BRETHE IS4G 10 30I00U BASURURICLI0D JAUJ0 J0 BIRUG
U HEEUTE B} J0 Jau 'Sapay moy uger)
H B Y810 Jou ‘3000
AR R aNSURURIAL00 g0 UBnOL) eneh 1y
BV REEEEEREYTY 12 SBUISa it J0 ane g} U sebuel)
Suogesado
LELE RG] uBai0 0 UOTESUE L0 SR0UERYP cbUeg
|(89)/2EEREHY e 8 o (50]/eLonul enSUBLBIOLID RO
sy gk a4 o} 4oig
o e 1207 fencep | 1y
i
SAION

137



138

China Mengniu Dairy Company Limited FEIS4 £ 5R Q7

CONSOLIDATED STATEMENT OF

CASH FLOWS
e HEREE

Year ended 31 December 2021 HE - - —F+_A=+—HIFE

2021 2020
ZEC--F —Z-ZF
Notes RMB’000 RMB’000
B = AR TR ARBFT
Cash flows from operating activities REEBELENRERE
Profit before tax: FATFNE 5,868,168 4,154,786
Adjustments for: EANIESEEEE
Interest income FIEHA (1,027,394) (1,084,613)
Finance costs BE AR 8 743,072 572,255
Depreciation of property, plant and equipment M BERRETE 7 2,014,184 1,789,244
Depreciation of right-of-use assets CRESENRE 7 293,762 256,477
Depreciation of investment properties BEMERE 7 4,567 3,882
Amortisation of other intangible assets HiER EESH 7 83,925 87,265
Loss on disposal of items of property, plant and ~ REWE BENMEREZ
equipment &8 6 59,463 13,585
Impairment of financial and contract assets, net CRERENEEREFSE 7 208,293 156,876
Impairment of property, plant and equipment ME  BERZERE 6 - 49,031
Impairment of other intangible assets HtER EERE 6 204,306 3,831
Impairment of right-of-use assets EREAERE 6 = 22,778
Impairment of goodwill BERE 6 621,230 =
Write-down of inventories to net realisable value FEMRZAIEEFE 6 183,540 95,929
Amortisation of deferred income for assets BERTER AN (90,274) (49,700)
Covid-19-related rent concessions from lessors AR ASEEEB L
HAAREER 17(c) - 3,089
Loss on partial disposal of equity interests in an BoHEHENFRE L
associate 18 6 10,584 —
Loss on re-measurement of an equity interest in ~ WEEKEEHAESL D
a joint venture upon a business acquisition ¥RENEE 6 38,092 =
Gains on disposal of an associate HER & ARz W 5 (54,198) —
Share of profits of associates FEE B & A B E (728,238) (463,418)
Share of loss of a joint venture LA EREER 34,905 37,413
Gains on disposal of subsidiaries BETRAEM K 5 — (18,669)
Net fair value loss/(gain) on exchangeable bonds ~ AIXREH AL EERE/
(W) F58 5/6 (200,732) 401,942
Foreign exchange gains, net BEE 5 M s 5 5B 5 (19) (299,946)
Net fair value gain on an equity investment PREIRE A B ER 5 - (138,622)
Net fair value gain on a convertible promissory ARREEERD L ERE
note FEE 5 (2,629) —
Net fair value loss on warrants and subscription RBEFERARREE 2 RE
right of warrants BOAREEEFE 6 = 11,187
Net fair value loss/(gain) on forward currency REINESNRABER/
contracts (W) F5 5/6 (2,140) 9,825
Negative goodwill arising from acquisition of an WEHEARELANARE
associate 5 = (106,491)
Net fair value loss on unlisted equity investment AR EREBEZE);:
at fair value through profit or loss BRI EmRERER
REBRFE 6 1,326 —
Net fair value loss/(gain) on investments on BRETHLETARNDAE
unlisted companies BB,/ () B8 5/6 3,350 (12,433)
Net fair value gain on other financial liabilities Hitre B ERA L ENE
T 5 (632,700) =
Gain on deemed disposal of partial interests in BAEDBS HEHE AR MRE
an associate Wz 5 (79,041) =
Equity-settled share option arrangements PARR 7 S <5 9 i A e e B 7 60,420 52,217
Share award scheme %= 2B =t &l 7 173,773 165,423
7,789,595 5,718,143




Year ended 31 December 2021 &

Annual Report 2021 —ZE = —FF3§

CONSOLIDATED STATEMENT OF

CASH FLOWS
GolEREE

E-E-—F+-A=+—8ItFE

2021 2020
—B--f —E-TF
Notes RMB’000 RMB’000
iz AR TR ARBFT
Decrease in other financial assets — entrusted HwemEERD — BTN
loans to dairy farms EMZTEX 538,094 13,672
Increase in inventories FEE M (615,593) (515,099)
Decrease/(increase) in trade and bills receivables — FEURBR XK Z#E 4,/ (424n) (1,106,227) 478,442
Decrease/(increase) in pledged deposits RESHETRD,/(2h0) 116,370 (222,121)
Increase in prepayments, other receivables and AR RS ERE A
other assets BEEM (868,689) (1,083,053)
Increase in trade and bills payables JEASBR 31 I S 438 584,712 1,126,136
Increase in other payables and accruals H e B R FEIR B BN 2,810,075 1,119,324
Cash generated from operations REEBEENRS (9,248,337) 6,680,444
Interest paid TRFE (800,864) (580,171)
Income taxes paid ZEER (902,794) (752,595)
Net cash flows from operating activities REEBRELENERERE 7,544,679 5,347,678
Cash flows from investing activities BREFHELNEER
Purchase of items of property, plant and BEWE  BERZE
equipment (565,474) (611,330)
Additions to construction in progress NEERTIRE (5,539,330) (3,531,636)
Purchase of land use rights included in right-of- BESNACHAREEN L HE
use assets AtE (71,169) (214,512)
Purchase of other intangible assets BEHMELEE (44,308) (56,812)
Proceeds from disposal of items of property, plant EREW¥ « BENREFRS
and equipment FIH 112,868 126,239
Disposal of other financial assets — equity EEHMEHEE —
investment BmiRE = 63,388
Purchase of other financial assets — equity BEHMSREE —
investment BmiEE (45,155) (20,026)
Purchase of other financial assets — unlisted HEHMSRMEE —
equity investment in Guangze with put options B 75 3R R M 38 A B R Y
FEMERBZE — (457,643)
Purchase of a convertible promissory note BETRBRALZE = (130,498)
Purchase of other financial assets — investment FEHEMESRMEE —
deposits BREHFER (19,259,538) (18,074,512)
Withdrawal of other financial assets — investment WEIEMtE@EE —
deposits BEER 22,391,286 27,430,945
Increase in other financial assets — entrusted Hiv SR EEL M —
loans ZREER (2,729,900) (3,313,008)
Increase in other loans H & R 0 (300,000) —
Withdrawal of other financial assets — entrusted ~ WEIEt & @EE —
loans ZHEX 691,898 4,740,000
Dividends received from associates U BB 2 1 B AR B 212,821 —
Increase in time deposits with original maturity of — RE|EH A =188 JA L& EH
more than three months TF k38 n (5,824,981) (1,002,365)
Interest received WERFI 2 1,233,617 946,857
Acquisition of subsidiaries G B /N (830,137) (25,617)
Increase in investments in associates N EUNGIEE =il (5,039,033) (1,198,581)
Disposal of subsidiaries HEFAHA 43 65,000 15,000
Receipt of government grants for property, plant  UWELH % « BE N R &R BT
and equipment weEhe 101,373 135,882
Net cash flows from/(used in) investing REZTEFE/(FiR)FES
activities RE (15,440,162) 4,821,771
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China Mengniu Dairy Company Limited FES4 A EER QT

CONSOLIDATED STATEMENT OF

Year ended 31 December 2021 HE -~ —F+-A=+—HILFE

2021 2020
ZB--f —E-TF
Notes RMB’000 RMB’000
B = AR TR ARBFT
Cash flows from financing activities METHELENRESRE
Issue of corporate bonds BIIRAESR 15,500,000 9,130,052
Issue of exchangeable bonds BITARBES - 705,550
Issue of convertible bonds BT R ES 4,000,000 —
Repayment of corporate bonds BEARES (15,000,000) (4,500,000)
Repayment of exchangeable bonds EREURBRES - (1,435,055)
New interest-bearing bank loans it BBRTER 26,802,584 9,215,370
Repayment of interest-bearing bank loans BEFBRITER (23,289,839) (17,041,817)
Decrease/(increase) in pledged deposits for bank  RITER LIRITRIEBEE R
loans and bank facilities BEETRD/ () (70,000) 46,786
Principal portion of lease payments HERFNASHD 38(b) (307,316) (188,198)
Repayment of long term payables B8 R EIENFIE - (947)
Disposal of equity interests in subsidiaries without & F AT 2 B (W AKE
loss of control P 4E) 3,987 2,161
Acquisition of non-controlling interests Wi B FE 7 PR AR R A (99,281) (26,351)
Capital injection from non-controlling interests FEERR R EREE 210,415 50,600
Shares issued under equity-settled share option IRIR AR 1 2 T RO BE R R 2
arrangements BITRA 39 98,833 256,513
Dividends paid to owners of the Company SENEUNETE 2=PN:i] ¢, 12 (1,071,002) (706,661)
Dividends paid to non-controlling interests XA IEE IR AR R A s M AR B (5,791) (78,512)
Net cash flows from/(used in) financing METHELE(FA)FES
activities E 6,772,590 (4,570,509)
Net increase/(decrease) in cash and cash BeRBEEEYEM
equivalents (R) B (1,122,803) 5,598,940
Cash and cash equivalents at beginning of FURESRACEEY
year 28 9,225,493 3,798,118
Effect of foreign exchange rate changes, net EXEHHTE(FH) (10,855) (171,565)
Cash and cash equivalents at end of year FRASRBELZEEY 8,091,745 9,225,493
Analysis of balances of cash and cash BeRBSEBUWERIN
equivalents
Cash and bank balances as stated in the RERE B R & 51 BR 7Y
consolidated statement of financial position BeRBIER 28 11,216,861 11,397,123
Time deposits with original maturity of more than ~ RZIEAE A=18 A L L&)
three months EHER (3,125,116) (2,171,630)
Cash and cash equivalents as stated in the RiZERERERPIIEN
consolidated statement of cash flows e kBEEED 28 8,091,745 9,225,493
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NOTES TO

FINANCIAL STATEMENTS

CORPORATE AND GROUP INFORMATION
The Company was incorporated as an exempted company
with limited liability in the Cayman Islands. The registered
office address of the Company is P.O. Box 309, Ugland
House, Grand Cayman KY1-1104, Cayman Islands. The
Company is an investment holding company and its
subsidiaries are engaged in the manufacture and distribution

1.

il 717 ¥ 72 Bid 51

REAREBEH

ARFARTEREREIMAINEREE
BR A A) o AN A) &9 5 9% = BE ik AP.O.
Box 309, Ugland House, Grand Cayman
KY1-1104 - Cayman Islands ° &"A &) & —
MIEEERAR MEFRAAIEEREI

of dairy products.

Information about subsidiaries

Particulars of the Company’s principal subsidiaries are as

BEFLRANESR

ARTEEFATHEMT -

follows:
Place of
incorporation/ Percentage of equity
registration and Issued/registered interest attributable to
Name business share capital the Company Principal activities
MR
£1B E3nISES S R BT MR ANRELEREBILE FEXEK
Direct Indirect
HiE i #
China Dairy Holdings Cayman Islands Us$214 100% — Investment holding
HEMS 2143 7T BEZR
China Dairy (Mauritius) Limited Mauritius Us$100 — 100% Investment holding
EBEHAT 100% 7T BEZR
Start Great Holdings Limited British Virgin Islands US$2,000 100% — Investment holding
EBEAHE 2,000% 7T BEZR
Colour Vantage Limited British Virgin Islands US$H 100% — Investment holding
EEELHE 1%7T BEZR
Future Discovery Limited British Virgin Islands Us$101 100% — Investment holding
EEBELHE 1017 BEZR
Golden Stage Holdings Limited British Virgin Islands US$H1 100% — Investment holding
(“Golden Stage”) EERZES 13T &
Vision Clear Limited Hong Kong US$693,826,376 100% — Investment holding
B 693,826,376 JT HE R
Bright Rainbow Limited Singapore Us$1 — 100% Investment holding
AN 1%7T BEZR
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China Mengniu Dairy Company Limited FEIR4 ¥ ER AT

NOTES TO
FINANCIAL STATEMENTS
Ril 75 ¥R 72 Bl 5T

1. CORPORATE AND GROUP INFORMATION 1.

(continued)

Information about subsidiaries (continued)

Place of
incorporation/
registration and

PREAIREBER @
EEFLATINER @

Percentage of equity

Issued/registered interest attributable to

Name business share capital the Company Principal activities
MR
£ BELSES S BT /EMRBREA AOFEECREEIL FEER
Direct Indirect
HE B3
Bright Treasure Pty Ltd. Australia AUS$1 - 100% Investment holding
A A TE 1R &R
Wise Journey Pty Ltd. Australia AU$1 - 100% Investment holding
A A T8 1R &R
China Mengniu International Co., Ltd. British Virgin Islands HIK$8,448,802,973 99.95% — Investment holding
HERFEBEAERAA EBRLES 8,448,802,9737% 7T REER
Plant Base Limited Hong Kong HK$1 - 100% Investment holding
BEEDERAR BE 18T &R
Easy Reach Investment Co., Ltd. Hong Kong HK$1,000,000 100% — Investment holding
(“Easy Reach”) BB 1,000,0007% 7T REER
BEBEREFRAR(RERX]D
Tianjin New Value Supply Chain Mainland China RMB20,000,000 — 100% Sale of raw material
Co., Ltd. (i) AR B K B AR #20,000,0007T & R
REBIHAEEGRAA (i)
Inner Mongolia Mengniu Danone Dairy Mainland China RMB250,000,000 - 80% Manufacture and sale
Co., Ltd. (i) R B K B AR #250,000,0007T of dairy products
AR RFERABKAERAF (i) EERNEIHR
Mengniu Hi-tech Dairy Product (Beijing) Mainland China RMB87,500,000 21.36% 58.64% Manufacture and sale
Co., Ltd. (i) AR B K B AR #87,500,0007T of dairy products
S4ERAERCER) EREERAT (i) EERNEIHR
Inner Mongolia Mengniu Dairy (Group) Mainland China RMB1,504,290,870 8.99% 91.01% Manufacture and sale
Company Limited AR B K e AR #1,504,290,8707C of dairy products
(“Inner Mongolia Mengniu”) (i) SEREEARS
ARHRFIE(EE) RHERAA
(TREREFH]D) (i)
Inner Mongolia Mengniu Dairy Baotou Mainland China RMB30,000,000 26.40% 73.60% Manufacture and sale

Co., Ltd. (i)
AEESFUAE£BBEBAREEAA (i)

SilcipN

AR #30,000,0007T

of dairy products

HERBEI S



CORPORATE AND GROUP INFORMATION 1.

(continued)

Information about subsidiaries (continued)

Name

=1

Place of
incorporation/
registration and
business
il
ERUYES SR

Annual Report 2021 —ZE = —FF3§

NOTES TO

FINANCIAL STATEMENTS

APEIREERBER W

BT RAANER @

Issued/registered
share capital

BB EMRRE

Percentage of equity
interest attributable to

the Company

Rl % ¥R 2E Bl X

Principal activities

ETEEK

Mengniu Dairy (Luannan) Co., Ltd. (i)
S4IEORBm) EREERA (i)

Mengniu Dairy (Tangshan) Co., Ltd. (ii)
SHIE B EREERA (i)

Mengniu Dairy Tai’an Co., Ltd. (i)
SHIEFLTEREEDA (i)

Mengniu Dairy Jiaozuo Co., Ltd. (i)
SH4ILEEE)AERRA ()

Mengniu Dairy (Ma’anshan) Co., Ltd. (i)
SHIEFEBRL)BRAF ()

Inner Mongolia Mengniu Hi-tech Dairy
Co., Ltd. (i)
AEEEFTSHAEERRIA ()

Mengniu Deluxe (Zhangjiakou) Dairy
Co., Ltd. (i)
S4EBmE(RRA)IAXARAA (i)

Mengniu Dairy (Qigiha’er) Co., Ltd. (i)

SHIE(BERB)BRAR (i)

Mengniu Dairy (Hengshui) Co., Ltd. (i)
SAILE (EK)BERRA (i)

Mainland China
B K B

Mainland China
AR B K fE

Mainland China
B AR

Mainland China
B AR

Mainland China
B AR

Mainland China
R B AR

Mainland China
B A

Mainland China
R B KB

Mainland China
R B A BE

RMB106,000,000
AR #106,000,0007T

RMB250,000,000
AR #250,000,0007T

RMB60,000,000
AR #60,000,0007T

RMB450,000,000
AR #450,000,0007C

RMB275,000,000
AR #275,000,0007C

RMB150,000,000
AR #150,000,0007C

US$33,533,000
33,633,000 7T

RMB75,000,000
AR #75,000,0007T

RMB200,000,000
A R #200,000,0007C

AAFEERER DL
Direct Indirect
HiE B3
26.06% 73.94%
26.05% 73.95%
26.03% 73.97%
— 100%
- 100%
- 100%
26% 74%
26% 74%
26% 74%

Manufacture and sale
of dairy products

EERBEIARMR

Manufacture and sale
of dairy products

HERBEIARM

Manufacture and sale
of dairy products

HERBEARR

Manufacture and sale
of dairy products

EERBEIARR

Manufacture and sale
of dairy products

EERBEARMR

Manufacture and sale
of dairy products

EERBEAHMR

Manufacture and sale
of dairy products

EERBEAHR

Manufacture and sale
of dairy products

EERBEIAHR

Manufacture and sale
of dairy products

HERBEIARR
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1. CORPORATE AND GROUP INFORMATION 1.

(continued)

Information about subsidiaries (continued)

Place of
incorporation/
registration and

Issued/registered

PREAIREBER @
EEFLATINER @

Percentage of equity
interest attributable to

Name business share capital the Company Principal activities
MR
£ BELSES S BT /EMRBREA AOFEECREEIL FEER
Direct Indirect
HE B3
Baoding Mengniu Beverage Co., Ltd. (i)  Mainland China RMB142,000,000 14.65% 85.35% Manufacture and sale
RESEHREBRAT (i) AR B K BE A #142,000,0007T of dairy products
EERBEIHR
Danone Dairy (Shanghai) Co., Ltd. (i) Mainland China RMB381,000,000 - 80% Manufacture and sale
EeILFE(BB/)BRAR (i) AR B K e AR #381,000,0007C of dairy products
EERHEIHR
Shanghai Mengyuan Commercial Mainland China RMB500,000,000 - 100% Commercial factoring
Factoring Co., Ltd (i) R B K B A R #500,000,0007T PIERE
EBETEEREARAF ()
Inner Mongolia Niuxiangrong Financing Mainland China RMB1,000,000,000 - 100% Financing guarantee
Guarantee Co., Ltd (i) R B K B AR #1,000,000,0007T business
AREHZRAMEEREARIA () RMEERES
Inner Mongolia Mengniu Cheese Co., Ltd () Mainland China RMB468,000,000 - 100% Manufacture and sale
NEESFMBEEREETAA () AR B A BE A #468,000,0007T of dairy products
EERHEIHR
Yashili International Holdings Ltd. (“Yashili”) Cayman Islands HK$474,556,000 — 51.01% Investment holding
ML HBRZERBER AR ([HELZH ) HERE 474,556,000 7T REZER
Yashili International Group Limited Hong Kong HK$1 - 51.01% Investment holding
HEHEEEEEFRAAF 5 18T REZER
Yashili International Group Ltd. (i) Mainland China RMB2,176,105,300 — 51.01% Production and sale of
LB ERBR AR (i) AR B K e AR#2,176,105,3007T dairy products
EERTEIHR
Yashili New Zealand Dairy Co., Ltd. New Zealand NZ$287,032,059 — 51.01% Production and sale of

HMEMEL I EERERER AR

A

287,032,059% 78 B 7T

dairy products
FEREEIER



CORPORATE AND GROUP INFORMATION 1.

(continued)

Information about subsidiaries (continued)

Name

=1

Place of
incorporation/
registration and
business
AL
ERUYES SR

NOTES TO

FINANCIAL STATEMENTS

Rl % ¥R 2E Bl X

APEIREERBER W

BT RAANER @

Issued/registered
share capital

BBT EmRRE

Percenta

ge of equity

interest attributable to

the Company

Principal activities

Yashili International Baby Nourishment
Co., Ltd. (i)
BT HEERNZERTRARIA ()

Dumex Baby Food Co., Ltd. (i)
ZEBLNFRBERDA()
Plant Base (China) Limited (i)

AREEY (FE)BRAR (i)

Bellamy’s Australia Limited (“Bellamy”)

[BHK]

AICE Holdings Limited (“AICE”) (iv)

Australia Nature Investment Pty Ltd.
(“ANI”) (iv)

Mainland China
B K B

Mainland China
B K fE

Mainland China

Galcip N

Australia
A M T8

British Virgin Islands

RBRZES

Australia
AR T8

RMB531,815,600
AR #531,815,6007T

RMB2,226,000,000
AR #2,226,000,0007C

RMB600,000,000

AR #600,000,0007T

AU$156,651,385.27
156,651,385.27 27T

RMB155,502,660
AR #155,502,6607T

AU$28,600,000
28,600,000 7T,

(i) The subsidiaries are registered as companies with limited (i)

liability under PRC law.

(i) The subsidiaries are registered as Sino-foreign equity joint

ventures under PRC law.

(iii) The subsidiaries are wholly-foreign-owned enterprises

established in the PRC.

(iv) During the year 2021, the Group acquired AICE and ANI.

Further details of these acquisitions are included in note 42

to the financial statements.

(i)

(i)

v)

AAFEEREBSILE EEXK
Direct Indirect
HiE B3
- 51.01% Production and sale of
dairy products
EERTEIHR
— 51.01% Production and sale of
dairy products
EERTEIHR
- 51% Investment holding
REZER
- 100% Production and sale of
organic food and
formula products for
babies and toddlers
EERMNEAHKR R
K 822 B BC 7 404D
— 41.67% Investment holding
BEEK
— 62.35% Investment holding

REZR

ZEFRARAGREPBEEEMRERE
ERAF] -

ZETFRARGREREEREMARTIE
BAF -

ZET ARG RRNTEEMNEEINED

)

— = —

=

—F - AEBEUYHE TAICERANI -

ZEWBOFBRN M B RERM T2 -
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2.1

CORPORATE AND GROUP INFORMATION
(continued)

Information about subsidiaries (continued)

The above table lists the subsidiaries of the Company
which, in the opinion of the directors, principally affected the
results for the year or formed a substantial portion of the
net assets of the Group. To give details of other
subsidiaries would, in the opinion of the directors, result in
particulars of excessive length.

BASIS OF PREPARATION

These financial statements have been prepared in
accordance with International Financial Reporting Standards
(“IFRSs”) (which include all International Financial Reporting
Standards, International Accounting Standards (“IASs”) and
Interpretation) issued by the International Accounting
Standards Board (“IASB”) and the disclosure requirements
of the Hong Kong Companies Ordinance. They have been
prepared under the historical cost convention except for
share options, certain financial assets, derivative financial
instruments, certain other financial liabilities and certain
other borrowings which have been measured at fair value.
These financial statements are presented in Renminbi
(“RMB”) and all values are rounded to the nearest thousand
except when otherwise indicated.

Basis of consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries (collectively
referred to as the “Group”) for the year ended
31 December 2021. A subsidiary is an entity (including a
structured entity), directly or indirectly, controlled by the
Company. Control is achieved when the Group is exposed,
or has rights, to variable returns from its involvement with
the investee and has the ability to affect those returns
through its power over the investee (i.e., existing rights that
give the Group the current ability to direct the relevant
activities of the investee).

2.1

AEIRERER W

BETRATANER @
EERAELEREINARRFRAIEEY
AEBARFEEEBREE  IEXLE
EEEFENERND EETRAREHE
HFRARFEEBFHFBARTIE

mREE
HEFHRERZRERGALENZES
(THER et EANZ B g ) B BERM %
WEEA ([ERMBREER ) (ERIEM
BERM G HRELER - B ER (TE
REFt £ ) k) REERARGIIEKE
MERE - BBERERAELNAZmEL
HEBEE ETeREE TEEmMTA -
FTHEMERBERE TEMERENRR
B E -HBHRERAARETAREDZ
5 BRREIEAN  TABREDHEERE
E)TAL ©

meEEE
REVBHRREEARBREFAR (58
(AEE)BE-_ZT-_—F+-_A=+—H
IFFEENRERRE - TRARABRNRABHE
FEEEHNEE(RELEBERESE) -8
N E R 2 EA IR B 5 R AR B B i
o ZbmOEKRSIEENED®R WA
B NERYWREFNEN (BIALEEH
A7 RS 1) £ B E R E B A IR B
RER) S 7 S B SR - BIER/S 120 il o



2.1 BASIS OF PREPARATION (continuea)

Basis of consolidation (continueq)

When the Company has, directly or indirectly, less than a
majority of the voting or similar rights of an investee, the
Group considers all relevant facts and circumstances in
assessing whether it has power over an investee, including:

(@)  the contractual arrangement with the other vote holders
of the investee;

(b)  rights arising from other contractual arrangements; and
(c)  the Group’s voting rights and potential voting rights.

The financial statements of the subsidiaries are prepared for
the same reporting period as the Company, using
consistent accounting policies. The results of subsidiaries
are consolidated from the date on which the Group obtains
control, and continue to be consolidated until the date that
such control ceases.

Profit or loss and each component of other comprehensive
income are attributed to the owners of the Company and to
the non- controlling interests, even if this results in the
non-controlling interests having a deficit balance. All
intra-group assets and liabilities, equity, income, expenses
and cash flows relating to transactions between members of
the Group are eliminated in full on consolidation.

The Group reassesses whether or not it controls an
investee if facts and circumstances indicate that there are
changes to one or more of the three elements of control
described above. A change in the ownership interest of a
subsidiary, without a loss of control, is accounted for as an
equity transaction.
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© AEEWNRREIRBERRE -
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AEMMEEERAE  #E WA FX
RASERERARBRZNEERERE
VR EHEHE -

HWEEERBEABR LA =TAZFEEER
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21

2.2

BASIS OF PREPARATION (continued)

Basis of consolidation (continued)

If the Group loses control over a subsidiary, it derecognises
(i) the assets (including goodwill) and liabilities of the
subsidiary, (i) the carrying amount of any non-controlling
interest and (ii) the cumulative translation differences
recorded in equity; and recognises () the fair value of the
consideration received, (i) the fair value of any investment
retained and (i) any resulting surplus or deficit in profit or
loss. The Group’s share of components previously
recognised in other comprehensive income is reclassified to
profit or loss or retained profits, as appropriate, on the
same basis as would be required if the Group had directly
disposed of the related assets or liabilities.

CHANGES IN ACCOUNTING POLICIES
AND DISCLOSURES

The Group has adopted the following revised IFRSs for the
first time for the current year’s financial statements.

Interest Rate Benchmark
Reform — Phase 2

Amendments to IFRS 9,
IAS 39, IFRS 7,
IFRS 4 and IFRS 16

Amendment to IFRS 16 Covid-19-Related Rent
Concessions beyond 30

June 2021 (early adopted)

Sale or Contribution of Assets
between an Investor and its
Associate or Joint Venture

Amendments to
IFRS 10 and IAS 28

21

2.2

?Fﬂ] %gﬁ (80

REE%Ewm
WMAEBEAREHETAGMEHE  BERK
IHHERVZTRAANEE(REEE) LA
& ~ (i) E 1) FE 4% IR A% 3R 4 2 40 B T 18 % (i)
i N R R E 258 - RIER ()T
WREHRAARE - ()FTREBEMIEENDA
1B K (i) 18 25 7 {1 o] A bt 2 A /9 28 #5 oK S
BehaiRHEMEEmRERERHANE R
BB EFHREABSNREFE (&
)« iR EERRBRRAEEERE L&A
BESBBEMHETEEER -

ENRREBRKE

AEBERAFENPBHRER B RRA A
TREFTBERM RS ER -

BRI AS SRR FUEKEEHE

FO - B Z — F-H

YR EE395%

B B B 75 3R 45 2E A

BT BRI

RN FEAHE K

B B3 B 75 3 45 YE Al

F165MERT
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F16EMEET =+ HETH
TR EZRNE
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2.2 CHANGES IN ACCOUNTING POLICIES
AND DISCLOSURES (continued)

The nature and the impact of the revised

IFRSs are

described below:

(@

Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and
IFRS 16 address issues not dealt with in the previous
amendments which affect financial reporting when an
existing interest rate benchmark is replaced with an
alternative risk-free rate (“RFR”). The amendments
provide a practical expedient to allow the effective
interest rate to be updated without adjusting the
carrying amount of financial assets and liabilities when
accounting for changes in the basis for determining
the contractual cash flows of financial assets and
liabilities, if the change is a direct consequence of the
interest rate benchmark reform and the new basis for
determining the contractual cash flows is economically
equivalent to the previous basis immediately preceding
the change. In addition, the amendments permit
changes required by the interest rate benchmark
reform to be made to hedge designations and hedge
documentation without the hedging relationship being
discontinued. Any gains or losses that could arise on
transition are dealt with through the normal
requirements of IFRS 9 to measure and recognise
hedge ineffectiveness. The amendments also provide
a temporary relief to entities from having to meet the
separately identifiable requirement when an RFR is
designated as a risk component. The relief allows an
entity, upon designation of the hedge, to assume that
the separately identifiable requirement is met, provided
the entity reasonably expects the RFR risk component
to become separately identifiable within the next 24
months. Furthermore, the amendments require an
entity to disclose additional information to enable
users of financial statements to understand the effect
of interest rate benchmark reform on an entity’s
financial instruments and risk management strategy.
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2.2 CHANGES IN ACCOUNTING POLICIES
AND DISCLOSURES (continued)

(@)

(continued)

The Group had certain interest-bearing bank and
other borrowings denominated in Hong Kong dollars
based on the Hong Kong Interbank Offered Rate
(“HIBOR”) and United States dollars based on the
London Interbank Offered Rate (“LIBOR”) as at
31 December 2021. The Group also had an interest
rate swap whereby the Group pays interest at a fixed
rate of 0.917% and 1.268% and receives interest at a
variable rate based on HIBOR on the notional amount.
The Group expects that HIBOR will continue to exist
and the interest rate benchmark reform has not had
an impact on the Group’s HIBOR-based borrowings.
For the LIBOR-based borrowings and interest rate
swap, since the interest rates of these instruments
were not replaced by RFRs during the year, the
amendments did not have any impact on the financial
position and performance of the Group. If the interest
rates of these borrowings and interest rate swap are
replaced by RFRs in a future period, the Group will
apply the above-mentioned practical expedient upon
the modification of these instruments provided that the
“economically equivalent” criterion is met. Additional
information about the transition and the associated
risks is disclosed in note 49 to the financial
statements.

Amendment to IFRS 16 issued in March 2021 extends
the availability of the practical expedient for lessees to
elect not to apply lease modification accounting for
rent concessions arising as a direct consequence of
the covid-19 pandemic by 12 months. Accordingly,
the practical expedient applies to rent concessions for
which any reduction in lease payments affects only
payments originally due on or before 30 June 2022,
provided the other conditions for applying the
practical expedient are met. The amendment is
effective retrospectively for annual periods beginning
on or after 1 April 2021 with any cumulative effect of
initially applying the amendment recognised as an
adjustment to the opening balance of retained profits
at the beginning of the current accounting period.
Earlier application is permitted.

22 B BEREHREEw
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2.2 CHANGES IN ACCOUNTING POLICIES
AND DISCLOSURES (continued)

(b)

(continued)

The Group has early adopted the amendment on
1 January 2021 and applied the practical expedient
during the year ended 31 December 2021 to all rent
concessions granted by the lessors that affected only
payments originally due on or before 30 June 2022
as a direct consequence of the covid-19 pandemic.
No reduction in the lease payments arising from the
rent concessions has been accounted for as a
variable lease payment by derecognising part of the
lease liabilities and crediting to profit or loss for the
year ended 31 December 2021. There was no impact
on the opening balance of equity as at 1 January
2021.

The Group has elected to early adopt amendments to
IFRS 10 and IAS 28 starting from 1 January 2021.
Amendments to IFRS 10 and IAS 28 address an
inconsistency between the requirements in IFRS 10
and in IAS 28 in dealing with the sale or contribution
of assets between an investor and its associate or
joint venture. The amendments require a full
recognition of a gain or loss resulting from a
downstream transaction when the sale or contribution
of assets between an investor and its associate or
joint venture constitutes a business. For a transaction
involving assets that do not constitute a business, a
gain or loss resulting from the transaction is
recognised in the investor’s profit or loss only to the
extent of the unrelated investor’s interest in that
associate or joint venture. The amendments are to be
applied prospectively. The adoption of amendments to
IFRS 10 and IAS 28 would increase the profit before
tax of the Group of RMB30,546,000 for the year
ended 31 December 2021.
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2.3 ISSUED BUT NOT YET EFFECTIVE
INTERNATIONAL FINANCIAL REPORTING
STANDARDS

The Group has not applied the following new and revised
IFRSs, that have been issued but are not yet effective, in
these financial statements.

Amendments to IFRS 3 Reference to the Conceptual
Framework?

Insurance Contracts?

Initial Application of IFRS 17
and IFRS 9 — Comparative
Information (Effective for
annual periods beginning on
or after 1 January 2023)

IFRS 17
Amendments to IFRS 17

Amendments to IFRS 17  Insurance Contracts® *
Classification of Liabilities as
Current or Non-current?
Disclosure of Accounting

Policies?

Amendments to IAS 1

Amendments to IAS 1
and IFRS Practice
Statement 2

Amendments to IAS 8 Definition of Accounting
Estimates?

Deferred Tax related to
Assets and Liabilities arising
from a Single Transaction?

Property, Plant and
Equipment: Proceeds
before Intended Use'

Onerous Contracts — Cost of
Fulfilling a Contract’

Amendments to IFRS 1, IFRS
9, lllustrative Examples
accompanying IFRS 16,
and IAS 41°

Amendments to IAS 12
Amendments to IAS 16
Amendments to |IAS 37
Annual Improvements to

IFRS standards 2018—
2020

U Effective for annual periods beginning on or after 1 January

2022

2 Effective for annual periods beginning on or after 1 January
2023

g No mandatory effective date yet determined but available for
adoption

& As a consequence of the amendments to IFRS 17 issued in

June 2020, IFRS 4 was amended to extend the temporary
exemption that permits insurers to apply IAS 39 rather than
IFRS 9 for annual periods beginning before 1 January 2023
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2.3 ISSUED BUT NOT YET EFFECTIVE

INTERNATIONAL FINANCIAL REPORTING
STANDARDS (continued)

Further information about those IFRSs that are expected to
be applicable to the Group is described below.

Amendments to IFRS 3 are intended to replace a reference
to the previous Framework for the Preparation and
Presentation of Financial Statements with a reference to the
Conceptual Framework for Financial Reporting issued in
March 2018 without significantly changing its requirements.
The amendments also add to IFRS 3 an exception to its
recognition principle for an entity to refer to the Conceptual
Framework to determine what constitutes an asset or a
liability. The exception specifies that, for liabilities and
contingent liabilities that would be within the scope of IAS
37 or IFRIC 21 if they were incurred separately rather than
assumed in a business combination, an entity applying
IFRS 3 should refer to IAS 37 or IFRIC 21 respectively
instead of the Conceptual Framework. Furthermore, the
amendments clarify that contingent assets do not qualify for
recognition at the acquisition date. The Group expects to
adopt the amendments prospectively from 1 January 2022.
Since the amendments apply prospectively to business
combinations for which the acquisition date is on or after
the date of first application, the Group will not be affected
by these amendments on the date of transition.

Amendments to IAS 1 Classification of Liabilities as Current
or Non-current clarify the requirements for classifying
liabilities as current or non-current. The amendments specify
that if an entity’s right to defer settlement of a liability is
subject to the entity complying with specified conditions,
the entity has a right to defer settlement of the liability at
the end of the reporting period if it complies with those
conditions at that date. Classification of a liability is
unaffected by the likelihood that the entity will exercise its
right to defer settlement of the liability. The amendments
also clarify the situations that are considered a settlement
of a liability. The amendments are effective for annual
periods beginning on or after 1 January 2023 and shall be
applied retrospectively. Earlier application is permitted. The
amendments are not expected to have any significant
impact on the Group’s financial statements.
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2.3 ISSUED BUT NOT YET EFFECTIVE

INTERNATIONAL FINANCIAL REPORTING
STANDARDS (continued)

Amendments to IAS 1 Disclosure of Accounting Policies
require entities to disclose their material accounting policy
information rather than their significant accounting policies.
Accounting policy information is material if, when considered
together with other information included in an entity’s
financial statements, it can reasonably be expected to
influence decisions that the primary users of general
purpose financial statements make on the basis of those
financial statements. Amendments to IFRS Practice
Statement 2 provide non-mandatory guidance on how to
apply the concept of materiality to accounting policy
disclosures. Amendments to IAS 1 are effective for annual
periods beginning on or after 1 January 2023 and earlier
application is permitted. Since the guidance provided in the
amendments to IFRS Practice Statement 2 s
non-mandatory, an effective date for these amendments is
not necessary. The Group is currently assessing the impact
of the amendments on the Group’s accounting policy
disclosures.

Amendments to IAS 8 clarify the distinction between
changes in accounting estimates and changes in accounting
policies. Accounting estimates are defined as monetary
amounts in financial statements that are subject to
measurement uncertainty. The amendments also clarify how
entities use measurement techniques and inputs to develop
accounting estimates. The amendments are effective for
annual reporting periods beginning on or after 1 January
2023 and apply to changes in accounting policies and
changes in accounting estimates that occur on or after the
start of that period. Earlier application is permitted. The
amendments are not expected to have any significant
impact on the Group’s financial statements.
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2.3 ISSUED BUT NOT YET EFFECTIVE

INTERNATIONAL FINANCIAL REPORTING
STANDARDS (continued)

Amendments to IAS 12 narrow the scope of the initial
recognition exception so that it no longer applies to
transactions that give rise to equal taxable and deductible
temporary differences, such as leases and decommissioning
obligations. Therefore, entities are required to recognise a
deferred tax asset and a deferred tax liability for temporary
differences arising from these transactions. The
amendments are effective for annual reporting periods
beginning on or after 1 January 2023 and shall be applied
to transactions related to leases and decommissioning
obligations at the beginning of the earliest comparative
period presented, with any cumulative effect recognised as
an adjustment to the opening balance of retained profits or
other component of equity as appropriate at that date. In
addition, the amendments shall be applied prospectively to
transactions other than leases and decommissioning
obligations. Earlier application is permitted.

The Group has applied the initial recognition exception and
did not recognise a deferred tax asset and a deferred tax
liability for temporary differences for transactions related to
leases. Upon initial application of these amendments, the
Group will recognise a deferred tax asset and a deferred tax
liability for deductible and taxable temporary differences
associated with right-of-use assets and lease liabilities, and
recognise the cumulative effect of initially applying the
amendments as an adjustment to the opening balance of
retained profits at the beginning of the earliest comparative
period presented.
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2.3 ISSUED BUT NOT YET EFFECTIVE

INTERNATIONAL FINANCIAL REPORTING
STANDARDS (continued)

Amendments to IAS 16 prohibit an entity from deducting
from the cost of an item of property, plant and equipment
any proceeds from selling items produced while bringing
that asset to the location and condition necessary for it to
be capable of operating in the manner intended by
management. Instead, an entity recognises the proceeds
from selling any such items, and the cost of those items, in
profit or loss. The amendments are effective for annual
periods beginning on or after 1 January 2022 and shall be
applied retrospectively only to items of property, plant and
equipment made available for use on or after the beginning
of the earliest period presented in the financial statements
in which the entity first applies the amendments. Earlier
application is permitted. The amendments are not expected
to have any significant impact on the Group’s financial
statements.

Amendments to IAS 37 clarify that for the purpose of
assessing whether a contract is onerous under IAS 37, the
cost of fulfilling the contract comprises the costs that relate
directly to the contract. Costs that relate directly to a
contract include both the incremental costs of fulfiling that
contract (e.g., direct labour and materials) and an allocation
of other costs that relate directly to fulfilling that contract
(e.g., an allocation of the depreciation charge for an item of
property, plant and equipment used in fulfilling the contract
as well as contract management and supervision costs).
General and administrative costs do not relate directly to a
contract and are excluded unless they are explicitly
chargeable to the counterparty under the contract. The
amendments are effective for annual periods beginning on
or after 1 January 2022 and shall be applied to contracts
for which an entity has not yet fulfilled all its obligations at
the beginning of the annual reporting period in which it first
applies the amendments. Earlier application is permitted.
Any cumulative effect of initially applying the amendments
shall be recognised as an adjustment to the opening equity
at the date of initial application without restating the
comparative information. The amendments are not expected
to have any significant impact on the Group’s financial
statements.
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2.3 ISSUED BUT NOT YET EFFECTIVE

INTERNATIONAL FINANCIAL REPORTING
STANDARDS (continued)

Annual Improvements to IFRS standards 2018-2020 sets
out amendments to IFRS 1, IFRS 9, lllustrative Examples
accompanying IFRS 16, and IAS 41. Details of the
amendments that are expected to be applicable to the
Group are as follows:

° IFRS 9 Financial Instruments: clarifies the fees that an
entity includes when assessing whether the terms of a
new or modified financial liability are substantially
different from the terms of the original financial liability.
These fees include only those paid or received
between the borrower and the lender, including fees
paid or received by either the borrower or lender on
the other’s behalf. An entity applies the amendment to
financial liabilities that are modified or exchanged on
or after the beginning of the annual reporting period in
which the entity first applies the amendment. The
amendment is effective for annual periods beginning
on or after 1 January 2022. Earlier application is
permitted. The amendment is not expected to have a
significant impact on the Group’s financial statements.

o IFRS 16 Leases: removes the illustration of payments
from the lessor relating to leasehold improvements in
lllustrative Example 13 accompanying IFRS 16. This
removes potential confusion regarding the treatment of
lease incentives when applying IFRS 16.

2.3
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2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES

Investments in associates and joint ventures

An associate is an entity in which the Group has a long
term interest of generally not less than 20% of the equity
voting rights and over which it is in a position to exercise
significant influence. Significant influence is the power to
participate in the financial and operating policy decisions of
the investee, but is not control or joint control over those
policies.

A joint venture is a type of joint arrangement whereby the
parties that have joint control of the arrangement have rights
to the net assets of the joint venture. Joint control is the
contractually agreed sharing of control of an arrangement,
which exists only when decisions about the relevant
activities require the unanimous consent of the parties
sharing control.

The Group’s investments in associates and joint ventures
are stated in the consolidated statement of financial position
at the Group’s share of net assets under the equity method
of accounting, less any impairment losses.

Adjustments are made to bring into line any dissimilar
accounting policies that may exist.

The Group’s share of the post-acquisition results and other
comprehensive income of associates and joint ventures is
included in the consolidated statement of profit or loss and
consolidated other comprehensive income, respectively. In
addition, when there has been a change recognised directly
in the equity of the associate or joint venture, the Group
recognises its share of any changes, when applicable, in the
consolidated statement of changes in equity. Unrealised
gains and losses resulting from transactions between the
Group and its associates or joint ventures are eliminated to
the extent of the Group’s investments in the associates or
joint ventures, except where unrealised losses provide
evidence of an impairment of the assets transferred.
Goodwill arising from the acquisition of associates or joint
ventures is included as part of the Group’s investments in
associates or joint ventures.
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2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)
Investments in associates and joint ventures
(continued)

If an investment in an associate becomes an investment in
a joint venture or vice versa, the retained interest is not
remeasured. Instead, the investment continues to be
accounted for under the equity method. In all other cases,
upon loss of significant influence over the associate or joint
control over the joint venture, the Group measures and
recognises any retained investment at its fair value. Any
difference between the carrying amount of the associate or
joint venture upon loss of significant influence or joint
control and the fair value of the retained investment and
proceeds from disposal is recognised in profit or loss.

When an investment in an associate or a joint venture is
classified as held for sale, it is accounted for in accordance
with IFRS 5 Non-current Assets Held for Sale and
Discontinued Operations.

Business combinations and goodwill

Business combinations are accounted for using the
acquisition method. The consideration transferred is
measured at the acquisition date fair value which is the sum
of the acquisition date fair values of assets transferred by
the Group, liabilities assumed by the Group to the former
owners of the acquiree and the equity interests issued by
the Group in exchange for control of the acquiree. For each
business combination, the Group elects whether to measure
the non-controlling interests in the acquiree that are present
ownership interests and entitle their holders to a
proportionate share of net assets in the event of liquidation
at fair value or at the proportionate share of the acquiree’s
identifiable net assets. All other components of
non-controlling interests are measured at fair value.
Acquisition-related costs are expensed as incurred.

The Group determines that it has acquired a business when
the acquired set of activities and assets includes an input
and a substantive process that together significantly
contribute to the ability to create outputs.
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2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Business combinations and goodwill (continued)

When the Group acquires a business, it assesses the
financial assets and liabilities assumed for appropriate
classification and designation in accordance with the
contractual terms, economic circumstances and pertinent
conditions as at the acquisition date. This includes the
separation of embedded derivatives in host contracts of the
acquiree.

If the business combination is achieved in stages, the
previously held equity interest is remeasured at its
acquisition date fair value and any resulting gain or loss is
recognised in profit or loss.

Any contingent consideration to be transferred by the
acquirer is recognised at fair value at the acquisition date.
Contingent consideration classified as an asset or liability is
measured at fair value with changes in fair value recognised
in profit or loss. Contingent consideration that is classified
as equity is not remeasured and subsequent settlement is
accounted for within equity.

Goodwill is initially measured at cost, being the excess of
the aggregate of the consideration transferred, the amount
recognised for non-controlling interests and any fair value of
the Group’s previously held equity interests in the acquiree
over the identifiable assets acquired and liabilities assumed.
If the sum of this consideration and other items is lower
than the fair value of the net assets acquired, the difference
is, after reassessment, recognised in profit or loss as a gain
on bargain purchase.
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2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Business combinations and goodwill (continued)

After initial recognition, goodwill is measured at cost less
any accumulated impairment losses. Goodwill is tested for
impairment annually or more frequently if events or changes
in circumstances indicate that the carrying value may be
impaired. The Group performs its annual impairment test of
goodwill as at 31 December. For the purpose of impairment
testing, goodwill acquired in a business combination is, from
the acquisition date, allocated to each of the Group’s
cash-generating units, or groups of cash- generating units,
that are expected to benefit from the synergies of the
combination, irrespective of whether other assets or
liabilities of the Group are assigned to those units or groups
of units.

Impairment is determined by assessing the recoverable
amount of the cash-generating unit (group of
cash-generating units) to which the goodwill relates. Where
the recoverable amount of the cash-generating unit (group
of cash-generating units) is less than the carrying amount,
an impairment loss is recognised. An impairment loss
recognised for goodwill is not reversed in a subsequent
period.

Where goodwill has been allocated to a cash-generating
unit (or group of cash-generating units) and part of the
operation within that unit is disposed of, the goodwill
associated with the operation disposed of is included in the
carrying amount of the operation when determining the gain
or loss on the disposal. Goodwill disposed of in these
circumstances is measured based on the relative value of
the operation disposed of and the portion of the
cash-generating unit retained.
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2.4 SUMMARY OF SIGNIFICANT

162

ACCOUNTING POLICIES (continued)

Fair value measurement

The Group measures its share options, certain financial
assets, derivative financial instruments and certain other
borrowings at fair value at the end of each reporting period.
Fair value is the price that would be received to sell an
asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. The
fair value measurement is based on the presumption that
the transaction to sell the asset or transfer the liability takes
place either in the principal market for the asset or liability,
or in the absence of a principal market, in the most
advantageous market for the asset or liability. The principal
or the most advantageous market must be accessible by
the Group. The fair value of an asset or a liability is
measured using the assumptions that market participants
would use when pricing the asset or liability, assuming that
market participants act in their economic best interest.

A fair value measurement of a non-financial asset takes into
account a market participant’s ability to generate economic
benefits by using the asset in its highest and best use or by
selling it to another market participant that would use the
asset in its highest and best use.

The Group uses valuation techniques that are appropriate in
the circumstances and for which sufficient data are available
to measure fair value, maximising the use of relevant
observable inputs and minimising the use of unobservable
inputs.
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2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Fair value measurement (continued)

All assets and liabilities for which fair value is measured or
disclosed in the financial statements are categorised within
the fair value hierarchy, described as follows, based on the
lowest level input that is significant to the fair value
measurement as a whole:

Level 1 — based on quoted prices (unadjusted) in active
markets for identical assets or liabilities

Level 2 — based on valuation techniques for which the
lowest level input that is significant to the fair
value measurement is observable, either
directly or indirectly

Level 3 — based on valuation techniques for which the
lowest level input that is significant to the fair
value measurement is unobservable

For assets and liabilities that are recognised in the financial
statements on a recurring basis, the Group determines
whether transfers have occurred between levels in the
hierarchy by reassessing categorisation (based on the
lowest level input that is significant to the fair value
measurement as a whole) at the end of each reporting
period.
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2.4 SUMMARY OF SIGNIFICANT

164

ACCOUNTING POLICIES (continued)

Impairment of non-financial assets

Where an indication of impairment exists, or when annual
impairment testing for an asset is required (other than
inventories, contract assets, deferred tax assets, financial
assets, investment properties and non-current assets/a
disposal group classified as held for sale), the asset’s
recoverable amount is estimated. An asset’s recoverable
amount is the higher of the asset’s or cash-generating
unit’s value in use and its fair value less costs of disposal,
and is determined for an individual asset, unless the asset
does not generate cash inflows that are largely independent
of those from other assets or groups of assets, in which
case the recoverable amount is determined for the
cash-generating unit to which the asset belongs. In testing
a cash-generating unit for impairment, a portion of the
carrying amount of a corporate asset (e.g., a headquarters
building) is allocated to an individual cash-generating unit if
it can be allocated on a reasonable and consistent basis or,
otherwise, to the smallest group of cash-generating units.

An impairment loss is recognised only if the carrying
amount of an asset exceeds its recoverable amount. In
assessing value in use, the estimated future cash flows are
discounted to their present value using a pre-tax discount
rate that reflects current market assessments of the time
value of money and the risks specific to the asset. An
impairment loss is charged to the consolidated statement of
profit or loss in the period in which it arises in those
expense categories consistent with the function of the
impaired asset.

An assessment is made at the end of each reporting period
as to whether there is an indication that previously
recognised impairment losses may no longer exist or may
have decreased. If such an indication exists, the recoverable
amount is estimated. A previously recognised impairment
loss of an asset other than goodwill is reversed only if there
has been a change in the estimates used to determine the
recoverable amount of that asset, but not to an amount
higher than the carrying amount that would have been
determined (net of any depreciation/amortisation) had no
impairment loss been recognised for the asset in prior
years. A reversal of such an impairment loss is credited to
the consolidated statement of profit or loss in the period in
which it arises.
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2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)
Related parties
A party is considered to be related to the Group if:

(@) the party is a person or a close member of that
person’s family and that person:

(i) has control or joint control over the Group;
(i) has significant influence over the Group; or

(i) is a member of the key management personnel
of the Group or of a parent of the Group;

or

(b) the party is an entity where any of the following
conditions applies:

(i) the entity and the Group are members of the
same group;

(i) one entity is an associate or joint venture of the
other entity (or of a parent, subsidiary or fellow
subsidiary of the other entity);

(i) the entity and the Group are joint ventures of the
same third party;

(iv)  one entity is a joint venture of a third entity and
the other entity is an associate of the third
entity;

(v)  the entity is a post-employment benefit plan for
the benefit of employees of either the Group or
an entity related to the Group;

(vi)  the entity is controlled or jointly controlled by a
person identified in (a);

(vii) a person identified in (a)(i) has significant influence
over the entity or is a member of the key
management personnel of the entity (or of a
parent of the entity); and
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2.4 SUMMARY OF SIGNIFICANT
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ACCOUNTING POLICIES (continued)
Related parties (continued)
(b)  (continued)

(viii)  the entity, or any member of a group of which it
is a part, provides key management personnel
services to the Group or to the parent of the
Group.

Property, plant and equipment and depreciation
Property, plant and equipment, other than construction in
progress, are stated at cost less accumulated depreciation
and any impairment losses. When an item of property, plant
and equipment is classified as held for sale or when it is
part of a disposal group classified as held for sale, it is not
depreciated and is accounted for in accordance with IFRS
5, as further explained in the accounting policy for
“Non-current assets and disposal groups held for sale”. The
cost of an item of property, plant and equipment comprises
its purchase price and any directly attributable costs of
bringing the asset to its working condition and location for
its intended use.

Expenditure incurred after items of property, plant and
equipment have been put into operation, such as repairs
and maintenance, is normally charged to the consolidated
statement of profit or loss in the period in which it is
incurred. In situations where the recognition criteria are
satisfied, the expenditure for a major inspection is
capitalised in the carrying amount of the asset as a
replacement. Where significant parts of property, plant and
equipment are required to be replaced at intervals, the
Group recognises such parts as individual assets with
specific useful lives and depreciates them accordingly.
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2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Property, plant and equipment and depreciation
(continued)

Depreciation is calculated on the straight-line basis to write
off the cost of each item of property, plant and equipment
to its residual value over its estimated useful life. The
depreciation rates of property, plant and equipment are as
follows:

Freehold land

Buildings and structures
Plant and machinery
Office equipment

Motor vehicles

Not depreciated
2% to 7%

10% to 32%
10% to 32%
10% to 32%

Where parts of an item of property, plant and equipment
have different useful lives, the cost of that item is allocated
on a reasonable basis among the parts and each part is
depreciated separately. Residual values, useful lives and the
depreciation method are reviewed, and adjusted if
appropriate, at least at each financial year end.

An item of property, plant and equipment including any
significant part initially recognised is derecognised upon
disposal or when no future economic benefits are expected
from its use or disposal. Any gain or loss on disposal or
retirement recognised in the consolidated statement of profit
or loss in the year the asset is derecognised is the
difference between the net sales proceeds and the carrying
amount of the relevant asset.

Construction in progress

Construction in progress represents plant and property
under construction, which are stated at cost less any
impairment losses, and are not depreciated. Cost comprises
the direct costs of construction and capitalised borrowing
costs on related borrowed funds during the period of
construction. Construction in progress is reclassified to the
appropriate category of property, plant and equipment when
completed and ready for use.
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ACCOUNTING POLICIES (continued)

Investment properties

Investment properties are interests in land and buildings
(including the leasehold property held as a right-of-use
assets which would otherwise meet the definition of an
investment property) held to earn rental income and/or for
capital appreciation, rather than for use in the production or
supply of goods or services or for administrative purposes;
or for sale in the ordinary course of business. Such
properties are measured initially at cost, including
transaction costs. Subsequent to initial recognition,
investment properties are at cost less accumulated
depreciation and impairment losses.

Depreciation is based on the cost of an asset less its
residual value. Depreciation is recognised in profit or loss on
a straight-line basis over the estimated useful lives of
investment properties. The estimated useful lives are 50
years. Depreciation methods, useful lives and residual values
are reassessed at each reporting date.

Any gains or losses on the retirement or disposal of an
investment property are recognised in the statement of profit
or loss in the year of the retirement or disposal.

Intangible assets (other than goodwill)

Intangible assets acquired separately are measured on initial
recognition at cost. The cost of intangible assets acquired
in a business combination is the fair value at the date of
acquisition. The useful lives of intangible assets are
assessed to be either finite or indefinite. Intangible assets
with finite lives are subsequently amortised over the useful
economic life and assessed for impairment whenever there
is an indication that the intangible asset may be impaired.
The amortisation period and the amortisation method for an
intangible asset with a finite useful life are reviewed at least
at each financial year end.
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2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Intangible assets (other than goodwill) (continued)
Intangible assets with indefinite useful lives are tested for
impairment annually either individually or at the
cash-generating unit (or group of cash-generating units)
level. Such intangible assets are not amortised. The useful
life of an intangible asset with an indefinite life is reviewed
annually to determine whether the indefinite life assessment
continues to be supportable. If not, the change in the useful
life assessment from indefinite to finite is accounted for on
a prospective basis.

Trademarks

Trademarks acquired separately are measured at cost.
Trademarks acquired as part of a business combination are
measured at fair value based on the royalty relief method.

Trademarks with finite useful lives are amortised on the
straight-line basis over their estimated useful lives of 10
years. Trademarks with indefinite useful lives are tested for
impairment annually.

Computer software
Acquired computer software is capitalised on the basis of

the costs incurred to acquire and bring to use the specific
software. These costs are amortised on the straight-line
basis over their estimated useful lives of 3 to 10 years.

Research and development costs
All research costs are charged to the consolidated

statement of profit or loss as incurred.

Expenditure incurred on projects to develop new products is
capitalised and deferred only when the Group can
demonstrate the technical feasibility of completing the
intangible asset so that it will be available for use or sale,
its intention to complete and its ability to use or sell the
asset, how the asset will generate future economic benefits,
the availability of resources to complete the project and the
ability to measure reliably the expenditure during the
development. Product development expenditure which does
not meet these criteria is expensed when incurred.

Deferred development costs are stated at cost less any
impairment losses and are amortised using the straight-line
basis over the commercial lives of the underlying products,
commencing from the date when the products are put into
commercial production.
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2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)
Leases
The Group assesses at contract inception whether a
contract is, or contains, a lease. A contract is, or contains,
a lease if the contract conveys the right to control the use
of an identified asset for a period of time in exchange for
consideration.

Group as a lessee

The Group applies a single recognition and measurement
approach for all leases, except for short-term leases and
leases of low-value assets. The Group recognises lease
liabilities to make lease payments and right-of-use assets
representing the right to use the underlying assets.

@)

Right-of-use assets

Right-of-use assets are recognised at the
commencement date of the lease (that is the date the
underlying asset is available for use). Right-of-use
assets are measured at cost, less any accumulated
depreciation and any impairment losses, and adjusted
for any remeasurement of lease liabilities. The cost of
right-of-use assets includes the amount of lease
liabilities recognised, initial direct costs incurred, and
lease payments made at or before the
commencement date less any lease incentives
received. Where applicable, the cost of a right-of-use
asset also includes an estimate of costs to dismantle
and remove the underlying asset or to restore the
underlying asset or the site on which it is located.
Right-of-use assets are depreciated on a straight-line
basis over the shorter of the lease terms and the
estimated useful lives of the assets as follows:

Buildings and structures 1 to 30 years

Plant and machinery 1 to 6 years
Office equipment 1 to 6 years
Motor vehicles 2 to 4 years

Land use rights 2 to 50 years
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2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)
Leases (continued)

Group as a lessee (continued)

®)

Lease liabilities

Lease liabilities are recognised at the commencement
date of the lease at the present value of lease
payments to be made over the lease term. The lease
payments include fixed payments (including
in-substance fixed payments) less any lease incentives
receivable, variable lease payments that depend on an
index or a rate, and amounts expected to be paid
under residual value guarantees. The lease payments
also include the exercise price of a purchase option
reasonably certain to be exercised by the Group and
payments of penalties for termination of a lease, if the
lease term reflects the Group exercising the option to
terminate the lease. The variable lease payments that
do not depend on an index or a rate are recognised
as an expense in the period in which the event or
condition that triggers the payment occurs.

In calculating the present value of lease payments, the
Group uses its incremental borrowing rate at the lease
commencement date because the interest rate implicit
in the lease is not readily determinable. After the
commencement date, the amount of lease liabilities is
increased to reflect the accretion of interest and
reduced for the lease payments made. In addition, the
carrying amount of lease liabilities is remeasured if
there is a modification, a change in the lease term, a
change in lease payments (e.g., a change to future
lease payments resulting from a change in an index or
rate) or a change in assessment of an option to
purchase the underlying asset.

The Group’s lease liabilities are included in
interest-bearing bank and other borrowings.
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2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Leases (continued)

Group as a lessee (continued)

(c)  Short-term leases and leases of low-value assets
The Group applies the short-term lease recognition
exemption to its short-term leases of machinery and
equipment (that is those leases that have a lease term
of 12 months or less from the commencement date
and do not contain a purchase option). It also applies
the recognition exemption for leases of low-value
assets to leases of plant and machinery and office
equipment that are considered to be of low value.

Lease payments on short-term leases and leases of
low-value assets are recognised as an expense on a
straight-line basis over the lease term.

Group as a lessor

When the Group acts as a lessor, it classifies at lease
inception (or when there is a lease modification) each of its
leases as either an operating lease or a finance lease.

Leases in which the Group does not transfer substantially
all the risks and rewards incidental to ownership of an asset
are classified as operating leases. When a contract contains
lease and non-lease components, the Group allocates the
consideration in the contract to each component on a
relative stand-alone selling price basis. Rental income is
accounted for on a straight-line basis over the lease terms
and is included in revenue in the statement of profit or loss
due to its operating nature. Initial direct costs incurred in
negotiating and arranging an operating lease are added to
the carrying amount of the leased asset and recognised
over the lease term on the same basis as rental income.
Contingent rents are recognised as revenue in the period in
which they are earned.

Leases that transfer substantially all the risks and rewards
incidental to ownership of an underlying asset to the lessee
are accounted for as finance leases.
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2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)
Investments and other financial assets

Initial recognition and measurement

Financial assets are classified, at initial recognition, as
subsequently measured at amortised cost, fair value through
other comprehensive income, and fair value through profit or
loss.

The classification of financial assets at initial recognition
depends on the financial asset’s contractual cash flow
characteristics and the Group’s business model for
managing them. With the exception of trade receivables that
do not contain a significant financing component or for
which the Group has applied the practical expedient of not
adjusting the effect of a significant financing component, the
Group initially measures a financial asset at its fair value
plus in the case of a financial asset not at fair value
through profit or loss, transaction costs. Trade receivables
that do not contain a significant financing component or for
which the Group has applied the practical expedient are
measured at the transaction price determined under IFRS
15 in accordance with the policies set out for “Revenue
recognition” below.

In order for a financial asset to be classified and measured
at amortised cost or fair value through other comprehensive
income, it needs to give rise to cash flows that are solely
payments of principal and interest (“SPPI”) on the principal
amount outstanding. Financial assets with cash flows that
are not SPPI are classified and measured at fair value
through profit or loss, irrespective of the business model.
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2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)
Investments and other financial assets (continued)
Initial recognition and measurement (continued)

The Group’s business model for managing financial assets
refers to how it manages its financial assets in order to
generate cash flows. The business model determines
whether cash flows will result from collecting contractual
cash flows, selling the financial assets, or both. Financial
assets classified and measured at amortised cost are held
within a business model with the objective to hold financial
assets in order to collect contractual cash flows, while
financial assets classified and measured at fair value
through other comprehensive income are held within a
business model with the objective of both holding to collect
contractual cash flows and selling. Financial assets which
are not held within the aforementioned business models are
classified and measured at fair value through profit or loss.

All regular way purchases and sales of financial assets are
recognised on the trade date, that is, the date that the
Group commits to purchase or sell the asset. Regular way
purchases or sales are purchases or sales of financial
assets that require delivery of assets within the period
generally established by regulation or convention in the
marketplace.

Subsequent measurement
The subsequent measurement of financial assets depends

on their classification as follows:

Financial assets at amortised cost (debt instruments)
Financial assets at amortised cost are subsequently
measured using the effective interest method and are
subject to impairment. Gains and losses are recognised in
the statement of profit or loss when the asset is
derecognised, modified or impaired.
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2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)
Investments and other financial assets (continueq)
Subsequent measurement (continued)

Financial assets at fair value through other comprehensive
income (debt instruments)

For debt investments at fair value through other
comprehensive income, interest income, foreign exchange
revaluation and impairment losses or reversals are
recognised in the statement of profit or loss and computed
in the same manner as for financial assets measured at
amortised cost. The remaining fair value changes are
recognised in other comprehensive income. Upon
derecognition, the cumulative fair value change recognised
in other comprehensive income is recycled to the statement
of profit or loss.

Financial assets designated at fair value through other
comprehensive income (equity investments)

Upon initial recognition, the Group can elect to classify
irrevocably its equity investments as equity investments
designated at fair value through other comprehensive
income when they meet the definition of equity under IAS
32 Financial Instruments: Presentation and are not held for
trading. The classification is determined on an
instrument-by-instrument basis.

Gains and losses on these financial assets are never
recycled to the statement of profit or loss. Dividends are
recognised as other income in the statement of profit or
loss when the right of payment has been established, it is
probable that the economic benefits associated with the
dividend will flow to the Group and the amount of the
dividend can be measured reliably, except when the Group
benefits from such proceeds as a recovery of part of the
cost of the financial asset, in which case, such gains are
recorded in other comprehensive income. Equity
investments designated at fair value through other
comprehensive income are not subject to impairment
assessment.
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2.4 SUMMARY OF SIGNIFICANT
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ACCOUNTING POLICIES (continued)
Investments and other financial assets (continued)
Subsequent measurement (continued)

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are
carried in the statement of financial position at fair value
with net changes in fair value recognised in the statement
of profit or loss.

This category includes derivative instruments and equity
investments which the Group had not irrevocably elected to
classify at fair value through other comprehensive income.
Dividends on equity investments classified as financial
assets at fair value through profit or loss are also
recognised as other income in the statement of profit or
loss when the right of payment has been established, it is
probable that the economic benefits associated with the
dividend will flow to the Group and the amount of the
dividend can be measured reliably.

A derivative embedded in a hybrid contract, with a financial
liability or non-financial host, is separated from the host and
accounted for as a separate derivative if the economic
characteristics and risks are not closely related to the host;
a separate instrument with the same terms as the
embedded derivative would meet the definition of a
derivative; and the hybrid contract is not measured at fair
value through profit or loss. Embedded derivatives are
measured at fair value with changes in fair value recognised
in the statement of profit or loss. Reassessment only occurs
if there is either a change in the terms of the contract that
significantly modifies the cash flows that would otherwise be
required or a reclassification of a financial asset out of the
fair value through profit or loss category.

A derivative embedded within a hybrid contract containing a
financial asset host is not accounted for separately. The
financial asset host together with the embedded derivative
is required to be classified in its entirety as a financial asset
at fair value through profit or loss.
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2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)
Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial
asset or part of a group of similar financial assets) is
primarily derecognised (i.e., removed from the Group’s
consolidated statement of financial position) when:

° the rights to receive cash flows from the asset have
expired; or

° the Group has transferred its rights to receive cash
flows from the asset or has assumed an obligation to
pay the received cash flows in full without material
delay to a third party under a “pass-through”
arrangement; and either (a) the Group has transferred
substantially all the risks and rewards of the asset, or
(b) the Group has neither transferred nor retained
substantially all the risks and rewards of the asset, but
has transferred control of the asset.

When the Group has transferred its rights to receive cash
flows from an asset or has entered into a pass-through
arrangement, it evaluates if, and to what extent, it has
retained the risk and rewards of ownership of the asset.
When it has neither transferred nor retained substantially all
the risks and rewards of the asset nor transferred control of
the asset, the Group continues to recognise the transferred
asset to the extent of the Group’s continuing involvement.
In that case, the Group also recognises an associated
liability. The transferred asset and the associated liability are
measured on a basis that reflects the rights and obligations
that the Group has retained.

Continuing involvement that takes the form of a guarantee
over the transferred asset is measured at the lower of the
original carrying amount of the asset and the maximum
amount of consideration that the Group could be required
to repay.
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ACCOUNTING POLICIES (continued)

Impairment of financial assets

The Group recognises an allowance for expected credit
losses (“ECLs”) for all debt instruments not held at fair value
through profit or loss. ECLs are based on the difference
between the contractual cash flows due in accordance with
the contract and all the cash flows that the Group expects
to receive, discounted at an approximation of the original
effective interest rate. The expected cash flows will include
cash flows from the sale of collateral held or other credit
enhancements that are integral to the contractual terms.

General approach
ECLs are recognised in two stages. For credit exposures

for which there has not been a significant increase in credit
risk since initial recognition, ECLs are provided for credit
losses that result from default events that are possible
within the next 12 months (a 12-month ECL). For those
credit exposures for which there has been a significant
increase in credit risk since initial recognition, a loss
allowance is required for credit losses expected over the
remaining life of the exposure, irrespective of the timing of
the default (a lifetime ECL).

At each reporting date, the Group assesses whether the
credit risk on a financial instrument has increased
significantly since initial recognition. When making the
assessment, the Group compares the risk of a default
occurring on the financial instrument as at the reporting
date with the risk of a default occurring on the financial
instrument as at the date of initial recognition and considers
reasonable and supportable information that is available
without undue cost or effort, including historical and
forward-looking information.
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2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Impairment of financial assets (continued)

General approach (continued)

Debt investments at fair value through other comprehensive
income and financial assets at amortised cost are subject to
impairment under the general approach and they are
classified within the following stages for measurement of
ECLs except for trade receivables and contract assets
which apply the simplified approach as detailed below.

— Financial instruments for which credit risk has
not increased significantly since initial
recognition and for which the loss allowance
is measured at an amount equal to
12-month ECLs

Stage 1

Stage 2 — Financial instruments for which credit risk has
increased significantly since initial recognition
but that are not credit-impaired financial
assets and for which the loss allowance is
measured at an amount equal to lifetime
ECLs

Stage 3 — Financial assets that are credit-impaired at
the reporting date (but that are not
purchased or originated credit-impaired) and
for which the loss allowance is measured at
an amount equal to lifetime ECLs

Simplified approach
For trade receivables that do not contain a significant

financing component or when the Group applies the
practical expedient of not adjusting the effect of a
significant financing component, the Group applies the
simplified approach in calculating ECLs. Under the simplified
approach, the Group does not track changes in credit risk,
but instead recognises a loss allowance based on lifetime
ECLs at each reporting date. The Group has established a
provision matrix that is based on its historical credit loss
experience, adjusted for forward-looking factors specific to
the debtors and the economic environment.

—B-—FFH

NOTES TO
FINANCIAL STATEMENTS
Rl % ¥R 2E Bl X

Annual Report 2021

24 EREFHEREw

ERMEERE®

— BRI )

U RAREFAEMBEEKES E’]ﬁ?‘k&ﬁ&

?ﬁﬁ&ﬁ?ﬁizﬁﬁ‘iﬁﬁiﬁﬂﬁﬁ E—®RAEE
Al A RE WAENUTRES S

ﬁ%ﬁ@i‘ﬁﬁﬁﬂ%gﬁgﬂﬁﬁi CMERR AR XCEF A

ML T ENEKEBER RSN EERIN

F—EER — 2T EBYIIEHERNAERIN
ﬁﬁ%#m:f % BH
EEBEIZBASER12(E A8

HEEBENSHETE -

KRB — SRTABVRTERARE
ZRMEERR  BYTE
EERESREE  BEE
BRERASNFENEY
EEBEENESRIE -

E=REB — REEAMEEAEODR
AE(BFRBESXRHR
SR - HBARRRIAS
NERSESEEERNS
iR -

BitE*
HRTEEERMER DN ERERR %
AEERBEREEREBETHEANRRERK
PHEEEHARR  AEBRA/GLER
TR EE R E - BREE(EHE
AEBETZEREERRMENL MER
EREAHBREBEFEREREEBEERER
EiEEE AEBEREBEEFELEEEIE
CERE T BB - WIRIRES A REHE
REMATE MR XEHAE -

179




180

China Mengniu Dairy Company Limited FEIS4 £ 5R Q7

NOTES TO
FINANCIAL STATEMENTS
Ril 75 ¥R 72 Bl 5T

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Financial liabilities

Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as
financial liabilities at fair value through profit or loss, loans
and borrowings, payables, or as derivatives designated as
hedging instruments in an effective hedge, as appropriate.

All financial liabilities are recognised initially at fair value and,
in the case of loans and borrowings and payables, net of
directly attributable transaction costs.

The Group’s financial liabilities include trade and other
payables, derivative financial instruments and
interest-bearing bank and other borrowings.

Subsequent measurement
The subsequent measurement of financial liabilities depends
on their classification as follows:

Financial liabilities at fair value through profit or loss
Financial liabilities at fair value through profit or loss include
financial liabilities held for trading and financial liabilities
designated upon initial recognition as at fair value through
profit or loss.

Financial liabilities are classified as held for trading if they
are incurred for the purpose of repurchasing in the near
term. This category also includes derivative financial
instruments entered into by the Group that are not
designated as hedging instruments in hedge relationships as
defined by IFRS 9. Separated embedded derivatives are
also classified as held for trading unless they are
designated as effective hedging instruments. Gains or
losses on liabilities held for trading are recognised in the
statement of profit or loss. The net fair value gain or loss
recognised in the statement of profit or loss does not
include any interest charged on these financial liabilities.
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2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Financial liabilities (continueq)

Subsequent measurement (continued)

Financial liabilities at fair value through profit or 0SS (continued)
Financial liabilities designated upon initial recognition as at
fair value through profit or loss are designated at the initial
date of recognition, and only if the criteria in IFRS 9 are
satisfied. Gains or losses on liabilities designated at fair
value through profit or loss are recognised in the statement
of profit or loss, except for the gains or losses arising from
the Group’s own credit risk which are presented in other
comprehensive income with no subsequent reclassification
to the statement of profit or loss. The net fair value gain or
loss recognised in the statement of profit or loss does not
include any interest charged on these financial liabilities.

Financial liabilities at amortised cost (loans and borrowings)
After initial recognition, interest-bearing loans and
borrowings are subsequently measured at amortised cost,
using the effective interest rate method unless the effect of
discounting would be immaterial, in which case they are
stated at cost. Gains and losses are recognised in the
statement of profit or loss when the liabilities are
derecognised as well as through the effective interest rate
amortisation process.

Amortised cost is calculated by taking into account any
discount or premium on acquisition and fees or costs that
are an integral part of the effective interest rate. The
effective interest rate amortisation is included in finance
costs in the statement of profit or loss.

Annual Report 2021 —ZE = —FF3§

NOTES TO
FINANCIAL STATEMENTS
Rl % ¥R 2E Bl X

24 EREFHEREw

EMmBsw

BEITE @
BAREFABZALHEE®)

R EREIREERE AR BT ABENS
e EeRFTEBEBRYBREENZEQ
SRAIZER NG ER B HIETE - XK
AREFAEENSBHAEREIBER
BRXANER HASEHREREME2E
WAREFRBEEETSEFTOREERR
WEERBMEENKRZEREBRIN - R
BmERRNERHN QR BN NESEFEL
TNeEZEemAaERERMNEMFE -

BEBSRKATEN EHEE(EXLER)
RNGEHERE s RERREEERRA
BEREMNBRABHRKAGE  BRIFFTRY
BYFEKR - EREBERT - BIRKATIER -
2R ERIRERLEBATRF REHH
B W RE RN RS R R -

BEAANEEBRENEANTERGE
KBERNRAKRID O EREIRARG
B -BERNEZHBHSBEIABERNOBE
FXARHR e

181



China Mengniu Dairy Company Limited FEIS4 £ 5R Q7

NOTES TO
FINANCIAL STATEMENTS
Ril 75 ¥R 72 Bl 5T

24 EXEHBEHMEw

2.4 SUMMARY OF SIGNIFICANT
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ACCOUNTING POLICIES (continued)

Financial liabilities (continueq)

Convertible bonds

The component of convertible bonds that exhibits
characteristics of a liability is recognised as a liability in the
statement of financial position, net of transaction costs. On
issuance of convertible bonds, the fair value of the liability
component is determined using a market rate for an
equivalent non-convertible bond; and this amount is carried
as a long term liability on the amortised cost basis until
extinguished on conversion or redemption. The remainder of
the proceeds is allocated to the conversion option that is
recognised and included in shareholders’ equity, net of
transaction costs. The carrying amount of the conversion
option is not remeasured in subsequent years. Transaction
costs are apportioned between the liability and equity
components of the convertible bonds based on the
allocation of proceeds to the liability and equity components
when the instruments are first recognised.

Derecognition of financial liabilities
A financial liability is derecognised when the obligation
under the liability is discharged or cancelled, or expires.

When an existing financial liability is replaced by another
from the same lender on substantially different terms, or the
terms of an existing liability are substantially modified, such
an exchange or modification is treated as a derecognition of
the original liability and a recognition of a new liability, and
the difference between the respective carrying amounts is
recognised in the consolidated statement of profit or loss.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net
amount is reported in the statement of financial position if
there is a currently enforceable legal right to offset the
recognised amounts and there is an intention to settle on a
net basis, or to realise the assets and settle the liabilities
simultaneously.
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2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Derivative financial instruments and hedge
accounting

Initial recognition and subsequent measurement

The Group uses derivative financial instruments, such as
forward currency contracts and interest rate swaps, to
hedge its foreign currency risk and interest rate risk,
respectively. Such derivative financial instruments are initially
recognised at fair value on the date on which a derivative
contract is entered into and are subsequently remeasured
at fair value. Derivatives are carried as assets when the fair
value is positive and as liabilities when the fair value is
negative.

The fair value of commodity purchase contracts that meet
the definition of a derivative as defined by IFRS 9 is
recognised in the statement of profit or loss as cost of
sales. Commodity contracts that are entered into and
continue to be held for the purpose of the receipt or
delivery of a non-financial item in accordance with the
Group’s expected purchase, sale or usage requirements are
held at cost.

Any gains or losses arising from changes in fair value of
derivatives are taken directly to the statement of profit or
loss, except for the effective portion of cash flow hedges,
which is recognised in other comprehensive income and
later reclassified to profit or loss when the hedged item
affects profit or loss.

For the purpose of hedge accounting, hedges are classified
as:

° fair value hedges when hedging the exposure to
changes in the fair value of a recognised asset or
liability or an unrecognised firm commitment; or

° cash flow hedges when hedging the exposure to
variability in cash flows that is either attributable to a
particular risk associated with a recognised asset or
liability or a highly probable forecast transaction, or a
foreign currency risk in an unrecognised firm
commitment; or

o hedges of a net investment in a foreign operation.
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2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Derivative financial instruments and hedge
accounting (continued)

Initial recognition and subsequent measurement (continued)
At the inception of a hedge relationship, the Group formally
designates and documents the hedge relationship to which
the Group wishes to apply hedge accounting, the risk
management objective and its strategy for undertaking the
hedge.

The documentation includes identification of the hedging
instrument, the hedged item, the nature of the risk being
hedged and how the Group will assess whether the
hedging relationship meets the hedge effectiveness
requirements (including the analysis of sources of hedge
ineffectiveness and how the hedge ratio is determined). A
hedging relationship qualifies for hedge accounting if it
meets all of the following effectiveness requirements:

o There is “an economic relationship” between the
hedged item and the hedging instrument.

° The effect of credit risk does not “dominate the value
changes” that result from that economic relationship.

o The hedge ratio of the hedging relationship is the same
as that resulting from the quantity of the hedged item
that the Group actually hedges and the quantity of the
hedging instrument that the Group actually uses to
hedge that quantity of hedged item.

Hedges which meet all the qualifying criteria for hedge
accounting are accounted for as follows:

Cash flow hedges
The effective portion of the gain or loss on the hedging

instrument is recognised directly in other comprehensive
income in the cash flow hedge reserve, while any ineffective
portion is recognised immediately in the statement of profit
or loss. The cash flow hedge reserve is adjusted to the
lower of the cumulative gain or loss on the hedging
instrument and the cumulative change in fair value of the
hedged item.
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2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Derivative financial instruments and hedge
accounting (continued)

Cash flow hedges (continued)

The amounts accumulated in other comprehensive income
are accounted for, depending on the nature of the
underlying hedged transaction. If the hedged transaction
subsequently results in the recognition of a non-financial
item, the amount accumulated in equity is removed from the
separate component of equity and included in the initial cost
or other carrying amount of the hedged asset or liability.
This is not a reclassification adjustment and will not be
recognised in other comprehensive income for the period.
This also applies where the hedged forecast transaction of
a non-financial asset or non-financial liability subsequently
becomes a firm commitment to which fair value hedge
accounting is applied.

For any other cash flow hedges, the amount accumulated
in other comprehensive income is reclassified to the
statement of profit or loss as a reclassification adjustment in
the same period or periods during which the hedged cash
flows affect the statement of profit or loss.

If cash flow hedge accounting is discontinued, the amount
that has been accumulated in other comprehensive income
must remain in accumulated other comprehensive income if
the hedged future cash flows are still expected to occur.
Otherwise, the amount will be immediately reclassified to the
statement of profit or loss as a reclassification adjustment.
After the discontinuation, once the hedged cash flow
occurs, any amount remaining in accumulated other
comprehensive income is accounted for depending on the
nature of the underlying transaction as described above.

Fair value hedges
The change in the fair value of a hedging instrument is

recognised in the statement of profit or loss as other
expenses. The change in the fair value of the hedged item
attributable to the risk hedged is recorded as a part of the
carrying amount of the hedged item and is also recognised
in the statement of profit or loss as other expenses.
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2.4 SUMMARY OF SIGNIFICANT
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ACCOUNTING POLICIES (continued)

Derivative financial instruments and hedge
accounting (continued)

Fair value hedges (continued)

For fair value hedges relating to items carried at amortised
cost, the adjustment to carrying value is amortised through
the statement of profit or loss over the remaining term of
the hedge using the effective interest rate method. Effective
interest rate amortisation may begin as soon as an
adjustment exists and shall begin no later than when the
hedged item ceases to be adjusted for changes in its fair
value attributable to the risk being hedged. If the hedged
item is derecognised, the unamortised fair value is
recognised immediately in the statement of profit or loss.

When an unrecognised firm commitment is designated as a
hedged item, the subsequent cumulative change in the fair
value of the firm commitment attributable to the hedged risk
is recognised as an asset or liability with a corresponding
gain or loss recognised in the statement of profit or loss.
The changes in the fair value of the hedging instrument are
also recognised in the statement of profit or loss.

Hedges of a net investment

Hedges of a net investment in a foreign operation, including
a hedge of a monetary item that is accounted for as part of
the net investment, are accounted for in a similar way to
cash flow hedges. Gains or losses on the hedging
instrument relating to the effective portion of the hedge are
recognised in other comprehensive income while any gains
or losses relating to the ineffective portion are recognised in
the statement of profit or loss. On disposal of the foreign
operation, the cumulative value of any such gains or losses
recorded in equity is transferred to the statement of profit or
loss.
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2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Derivative financial instruments and hedge
accounting (continued)

Current versus non-current classification

Derivative instruments that are not designated as effective
hedging instruments are classified as current or non-current
or separated into current and non-current portions based on
an assessment of the facts and circumstances (i.e., the
underlying contracted cash flows).

° Where the Group expects to hold a derivative as an
economic hedge (and does not apply hedge
accounting) for a period beyond 12 months after the
end of the reporting period, the derivative is classified
as non-current (or separated into current and
non-current portions) consistently with the
classification of the underlying item;

o Embedded derivatives that are not closely related to
the host contract are classified consistently with the
cash flows of the host contract;

° Derivative instruments that are designated as, and are
effective hedging instruments, are classified
consistently with the classification of the underlying
hedged item. The derivative instruments are separated
into current portions and non-current portions only if a
reliable allocation can be made.

Treasury shares

Own equity instruments which are reacquired and held by
the Company or the Group (treasury shares) are recognised
directly in equity at cost. No gain or loss is recognised in
the consolidated statement of profit or loss on the
purchase, sale, issue or cancellation of the Group’s own
equity instruments.

Agricultural produce

Raw_milk

Agricultural produce represents raw milk. Raw milk is
recognised at the point of harvest at its fair value less costs
to sell. The fair value of raw milk is determined based on
market prices in the local area.
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2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Inventories

Inventories are stated at the lower of cost and net
realisable value.

Costs incurred in bringing each product to its present
location and conditions are accounted for as follows:

Raw materials — cost on a weighted average basis;

Finished goods — cost of direct materials and labour
and a proportion of overheads
based on the normal operating
capacity on a weighted average
basis.

Net realisable value is based on estimated selling price less
any estimated costs to be incurred to completion and
disposal.

Cash and cash equivalents

For the purpose of the consolidated statement of cash
flows, cash and cash equivalents comprise cash on hand
and demand deposits, and short term highly liquid
investments that are readily convertible into known amounts
of cash, are subject to an insignificant risk of changes in
value, and have a short maturity of generally within three
months when acquired, less bank overdrafts which are
repayable on demand and form an integral part of the
Group’s cash management.

For the purpose of the consolidated statement of financial
position, cash and cash equivalents comprise cash on hand
and at banks, including term deposits, and assets similar in
nature to cash, which are not restricted as to use.
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2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Provisions

A provision is recognised when a present obligation (legal or
constructive) has arisen as a result of a past event and it is
probable that a future outflow of resources will be required
to settle the obligation, provided that a reliable estimate can
be made of the amount of the obligation.

When the effect of discounting is material, the amount
recognised for a provision is the present value at the end of
the reporting period of the future expenditures expected to
be required to settle the obligation. The increase in the
discounted present value amount arising from the passage
of time is included in finance costs in the consolidated
statement of profit or loss.

A contingent liability recognised in a business combination
is initially measured at its fair value. Subsequently, it is
measured at the higher of () the amount that would be
recognised in accordance with the general policy for
provisions above; and (i) the amount initially recognised
less, when appropriate, the amount of income recognised in
accordance with the policy for revenue recognition.

Income tax

Income tax comprises current and deferred tax. Income tax
relating to items recognised outside profit or loss is
recognised outside profit or loss, either in other
comprehensive income or directly in equity.

Current income tax

Current tax assets and liabilities are measured at the
amount expected to be recovered from or paid to the
taxation authorities, based on tax rates (and tax laws) that
have been enacted or substantively enacted by the end of
the reporting period, taking into consideration interpretations
and practices prevailing in the countries in which the Group
operates.
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2.4 SUMMARY OF SIGNIFICANT
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ACCOUNTING POLICIES (continued)

Income tax (continued)

Deferred income tax

Deferred tax is provided, using the liability method, on all
temporary differences at the end of the reporting period
between the tax bases of assets and liabilities and their
carrying amounts for financial reporting purposes.

Deferred tax liabilities are recognised for all taxable
temporary differences, except:

° when the deferred tax liability arises from the initial
recognition of goodwill or an asset or liability in a
transaction that is not a business combination and, at
the time of the transaction, affects neither the
accounting profit nor taxable profit or loss; and

° in respect of taxable temporary differences associated
with investments in subsidiaries, associates and joint
ventures, when the timing of the reversal of the
temporary differences can be controlled and it is
probable that the temporary differences will not
reverse in the foreseeable future.

Deferred tax assets are recognised for all deductible
temporary differences, and the carryforward of unused tax
credits and any unused tax losses. Deferred tax assets are
recognised to the extent that it is probable that taxable
profit will be available against which the deductible
temporary differences, and the carryforward of unused tax
credits and unused tax losses can be utilised, except:

° when the deferred tax asset relating to the deductible
temporary differences arises from the initial
recognition of an asset or liability in a transaction that
is not a business combination and, at the time of the
transaction, affects neither the accounting profit nor
taxable profit or loss; and

° in respect of deductible temporary differences
associated with investments in subsidiaries, associates
and joint ventures, deferred tax assets are only
recognised to the extent that it is probable that the
temporary differences will reverse in the foreseeable
future and taxable profit will be available against
which the temporary differences can be utilised.
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2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Income tax (continued)

Deferred income tax (continued)

The carrying amount of deferred tax assets is reviewed at
the end of each reporting period and reduced to the extent
that it is no longer probable that sufficient taxable profit will
be available to allow all or part of the deferred tax asset to
be utilised. Unrecognised deferred tax assets are
reassessed at the end of each reporting period and are
recognised to the extent that it has become probable that
sufficient taxable profit will be available to allow all or part of
the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax
rates that are expected to apply to the period when the
asset is realised or the liability is settled, based on tax rates
(and tax laws) that have been enacted or substantively
enacted by the end of the reporting period.

Deferred tax assets and deferred tax liabilities are offset if
and only if the Group has a legally enforceable right to set
off current tax assets and current tax liabilities and the
deferred tax assets and deferred tax liabilities relate to
income taxes levied by the same taxation authority on either
the same taxable entity or different taxable entities which
intend either to settle current tax liabilities and assets on a
net basis, or to realise the assets and settle the liabilities
simultaneously, in each future period in which significant
amounts of deferred tax liabilities or assets are expected to
be settled or recovered.

Government grants

Government grants are recognised at their fair value where
there is reasonable assurance that the grant will be received
and all attaching conditions will be complied with. When the
grant relates to an expense item, it is recognised as income
on a systematic basis over the periods that the costs, for
which it is intended to compensate, are expensed.
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2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)
Government grants (continued)

Where the grant relates to an asset, the fair value is
credited to a deferred income account and is released to
the consolidated statement of profit or loss over the
expected useful life of the relevant asset by equal annual
instalments or deducted from the carrying amount of the
asset and released to the consolidated statement of profit
or loss by way of a reduced depreciation charge.

Where the Group receives grants of non-monetary assets,
the grants are recorded at the fair value of the
non-monetary assets and released to the consolidated
statement of profit or loss over the expected useful lives of
the relevant assets by equal annual instalments.

Revenue recognition

Revenue from contracts with customers

Revenue from contracts with customers is recognised when
control of goods or services is transferred to the customers
at an amount that reflects the consideration to which the
Group expects to be entitled in exchange for those goods
or services.

When the consideration in a contract includes a variable
amount, the amount of consideration is estimated to which
the Group will be entitled in exchange for transferring the
goods or services to the customer. The variable
consideration is estimated at contract inception and
constrained until it is highly probable that a significant
revenue reversal in the amount of cumulative revenue
recognised will not occur when the associated uncertainty
with the variable consideration is subsequently resolved.
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2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Revenue recognition (continued)

Revenue from contracts with customers (continued)

When the contract contains a financing component which
provides the customer with a significant benefit of financing
the transfer of goods or services to the customer for more
than one year, revenue is measured at the present value of
the amount receivable, discounted using the discount rate
that would be reflected in a separate financing transaction
between the Group and the customer at contract inception.
When the contract contains a financing component which
provides the Group with a significant financial benefit for
more than one year, revenue recognised under the contract
includes the interest expense accreted on the contract
liability under the effective interest method. For a contract
where the period between the payment by the customer
and the transfer of the promised goods or services is one
year or less, the transaction price is not adjusted for the
effects of a significant financing component, using the
practical expedient in IFRS 15.

o Sale of goods
Revenue from the sale of goods is recognised at the
point in time when control of the asset is transferred
to the customer, generally on delivery of the
products.

Some contracts for the sale of products provide
customers with rights of return. The rights of return
give rise to variable consideration.
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2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Revenue recognition (continued)

Revenue from contracts with customers (continued)

o Rights of return
For contracts which provide a customer with a right to
return the goods within a specified period, the
expected value method is used to estimate the goods
that will not be returned because this method best
predicts the amount of variable consideration to which
the Group will be entitled. The requirements in IFRS
15 on constraining estimates of variable consideration
are applied in order to determine the amount of
variable consideration that can be included in the
transaction price. For goods that are expected to be
returned, instead of revenue, a refund liability is
recognised. A right-of-return asset (and the
corresponding adjustment to cost of sales) is also
recognised for the right to recover products from a
customer.

o Consigned processing services
Revenue from the consigned processing services is
recognised when products is delivered.

Revenue from other sources

Rental income is recognised on a time proportion basis over
the lease terms. Variable lease payments that do not
depend on an index or a rate are recognised as income in
the accounting period in which they are incurred.

Other income

Interest income is recognised on an accrual basis using the
effective interest method by applying the rate that exactly
discounts the estimated future cash receipts over the
expected life of the financial instrument or a shorter period,
when appropriate, to the net carrying amount of the
financial asset.

Dividend income is recognised when the shareholders’ right
to receive payment has been established, it is probable that
the economic benefits associated with the dividend will flow
to the Group and the amount of the dividend can be
measured reliably.
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2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Contract liabilities

A contract liability is recognised when a payment is
received or a payment is due (whichever is earlier) from a
customer before the Group transfers the related goods or
services. Contract liabilities are recognised as revenue when
the Group performs under the contract (i.e., transfers
control of the related goods or services to the customer).

Right-of-return assets

A right-of-return asset is recognised for the right to recover
the goods expected to be returned by customers. The asset
is measured at the former carrying amount of the goods to
be returned, less any expected costs to recover the goods
and any potential decreases in the value of the returned
goods. The Group updates the measurement of the asset
for any revisions to the expected level of returns and any
additional decreases in the value of the returned goods.

Refund liabilities

A refund liability is recognised for the obligation to refund
some or all of the consideration received (or receivable)
from a customer and is measured at the amount the Group
ultimately expects it will have to return to the customer. The
Group updates its estimates of refund liabilities (and the
corresponding change in the transaction price) at the end of
each reporting period.

Employee benefits

Retirement benefits

The Group’s subsidiaries operating in the People’s Republic
of China except for Hong Kong and Macau (“Mainland
China”) participate in a central defined contribution
retirement benefit plan managed by the local municipal
government in the locations in which they operate.
Contributions are made based on a percentage of the
companies’ payroll costs and are charged to the
consolidated statement of profit or loss as they become
payable in accordance with the rules of the central defined
contribution retirement benefit plan.
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ACCOUNTING POLICIES (continued)

Employee benefits (continued)

Retirement benefits (continued)

The Company also participates in the defined contribution
Mandatory Provident Fund retirement benefit scheme (the
“MPF Scheme”) in Hong Kong under the Mandatory
Provident Fund Schemes Ordinance for its employees.
Contributions are made based on a percentage of the
employees’ basic salaries and are charged to the
consolidated statement of profit or loss as they become
payable in accordance with the rules of the MPF Scheme.
The assets of the MPF Scheme are held separately from
those of the Group in an independently administered fund.
The Group’s employer contributions vest fully with the
employees when contributed into the MPF Scheme.

Share-based payments
The Company operates share option scheme and share

award scheme for the purpose of providing incentives and
rewards to eligible participants who contribute to the
success of the Group’s operations. Employees (including
directors) of the Group receive remuneration in the form of
share-based payments, whereby employees render services
as consideration for equity instruments (“equity-settled
transactions”).

The cost of equity-settled transactions with employees is
measured by reference to the fair value at the date on
which they are granted. The fair value is determined by an
external valuer using a binomial model, further details of
which are given in notes 39 and 40 to the financial
statements.

The cost of equity-settled transactions is recognised in
employee benefit expense, together with a corresponding
increase in equity, over the period in which the
performance and service conditions are fulfiled. The
cumulative expense recognised for equity-settled
transactions at the end of each reporting period until the
vesting date reflects the extent to which the vesting period
has expired and the Group’s best estimate of the number of
equity instruments that will ultimately vest. The charge or
credit to the consolidated statement of profit or loss for a
period represents the movement in the cumulative expense
recognised as at the beginning and end of that period.
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2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Employee benefits (continued)

Share-based payments (continued)

Service and non-market performance conditions are not
taken into account when determining the grant date fair
value of awards, but the likelihood of the conditions being
met is assessed as part of the Group’s best estimate of the
number of equity instruments that will ultimately vest.
Market performance conditions are reflected within the grant
date fair value. Any other conditions attached to an award,
but without an associated service requirement, are
considered to be non-vesting conditions. Non-vesting
conditions are reflected in the fair value of an award and
lead to an immediate expensing of an award unless there
are also service and/or performance conditions.

For awards that do not ultimately vest because non-market
performance and/or service conditions have not been met,
no expense is recognised. Where awards include a market
or non-vesting condition, the transactions are treated as
vesting irrespective of whether the market or non-vesting
condition is satisfied, provided that all other performance
and/or service conditions are satisfied.

Where the terms of an equity-settled award are modified, as
a minimum an expense is recognised as if the terms had
not been modified, if the original terms of the award are
met. In addition, an expense is recognised for any
modification that increases the total fair value of the
share-based payments, or is otherwise beneficial to the
employee as measured at the date of modification.

Where an equity-settled award is cancelled, it is treated as
if it had vested on the date of cancellation, and any
expense not yet recognised for the award is recognised
immediately. This includes any award where non-vesting
conditions within the control of either the Group or the
employee are not met. However, if a new award is
substituted for the cancelled award, and is designated as a
replacement award on the date that it is granted, the
cancelled and new awards are treated as if they were a
modification of the original award, as described in the
previous paragraph.
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2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Employee benefits (continued)

Share-based payments (continued)

The dilutive effect of outstanding options is reflected as
additional share dilution in the computation of earnings per
share.

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, i.e., assets
that necessarily take a substantial period of time to get
ready for their intended use or sale, are capitalised as part
of the cost of those assets. The capitalisation of such
borrowing costs ceases when the assets are substantially
ready for their intended use or sale. Investment income
earned on the temporary investment of specific borrowings
pending their expenditure on qualifying assets is deducted
from the borrowing costs capitalised. All other borrowing
costs are expensed in the period in which they are
incurred. Borrowing costs consist of interest and other
costs that an entity incurs in connection with the borrowing
of funds.

Where funds have been borrowed generally, and used for
the purpose of obtaining qualifying assets, a capitalisation
rate has been applied to the expenditure on the individual
assets.

Dividends

Final dividends are recognised as a liability when they are
approved by the shareholders in a general meeting.
Proposed final dividends are disclosed in the notes 12 to
the financial statements.

Interim dividends are simultaneously proposed and declared,
because the Company’s memorandum and articles of
association grant the directors the authority to declare
interim dividends. Consequently, interim dividends are
recognised immediately as a liability when they are
proposed and declared.
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2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Foreign currencies

Each entity in the Group determines its own functional
currency based on the assessment of its specific facts and
circumstances. The Company, established in the Cayman
Islands, uses the Hong Kong dollar as its functional
currency. As the Group mainly operates in Mainland China,
RMB is used as the presentation currency of the Group.
Foreign currency transactions recorded by the entities in the
Group are initially recorded using their respective functional
currency rates prevailing at the dates of the transactions.
Monetary assets and liabilities denominated in foreign
currencies are translated at the functional currency rates of
exchange ruling at the end of the reporting period.
Differences arising on settlement or translation of monetary
items are recognised in the consolidated statement of profit
or loss.

Differences arising on settlement or translation of monetary
items are recognised in the consolidated statement of profit
or loss with the exception of monetary items that are
designated as part of the hedge of the Group’s net
investment of a foreign operation. These are recognised in
other comprehensive income until the net investment is
disposed of, at which time the cumulative amount is
reclassified to the consolidated statement of profit or loss.
Tax charges and credits attributable to exchange differences
on those monetary items are also recorded in other
comprehensive income.

Non-monetary items that are measured in terms of historical
cost in a foreign currency are translated using the exchange
rates at the dates of the initial transactions. Non-monetary
items measured at fair value in a foreign currency are
translated using the exchange rates at the date when the
fair value was measured. The gain or loss arising on
translation of a non-monetary item measured at fair value is
treated in line with the recognition of the gain or loss on
change in fair value of the item (i.e., translation difference
on the item whose fair value gain or loss is recognised in
other comprehensive income or profit or loss is also
recognised in other comprehensive income or profit or loss,
respectively).
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2.4 SUMMARY OF SIGNIFICANT

200

ACCOUNTING POLICIES (continued)

Foreign currencies (continued)

In determining the exchange rate on initial recognition of the
related asset, expense or income on the derecognition of a
non-monetary asset or non-monetary liability relating to an
advance consideration, the date of initial transaction is the
date on which the Group initially recognises the
non-monetary asset or non-monetary liability arising from the
advance consideration. If there are multiple payments or
receipts in advance, the Group determines the transaction
date for each payment or receipt of the advance
consideration.

The functional currencies of certain entities comprising the
Group are currencies other than RMB. As at the end of the
reporting period, the assets and liabilities of companies
whose functional currency differs from the presentation
currency are translated into RMB at the rates of exchange
prevailing at the end of the reporting period and their
statements of profit or loss are translated at the exchange
rates that approximate to those prevailing at the dates of
the transactions.

The resulting exchange differences are recognised in other
comprehensive income and accumulated in a separate
component of equity. On disposal of a foreign operation,
the component of other comprehensive income relating to
that particular foreign operation is recognised in the
consolidated statement of profit or loss.

Any goodwill arising on the acquisition of a foreign
operation and any fair value adjustments to the carrying
amounts of assets and liabilities arising on acquisition are
treated as assets and liabilities of the foreign operation and
translated at the closing rate.

For the purpose of the consolidated statement of cash
flows, the cash flows of overseas subsidiaries are translated
into RMB at the exchange rates ruling at the dates of the
cash flows. Frequently recurring cash flows of overseas
subsidiaries which arise throughout the year are translated
into RMB at the weighted average exchange rates for the
year.
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SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES

The preparation of the Group’s financial statements requires
management to make judgements, estimates and
assumptions that affect the reported amounts of revenues,
expenses, assets and liabilities, and their accompanying
disclosures, and the disclosure of contingent liabilities.
Uncertainty about these assumptions and estimates could
result in outcomes that could require a material adjustment
to the carrying amounts of the assets or liabilities affected
in the future.

Judgements

In the process of applying the Group’s accounting policies,
management has made the following judgements, apart from
those involving estimations, which have the most significant
effect on the amounts recognised in the financial
statements:

Determining the method to estimate variable
consideration and assessing the constraint for the sale
of dairy products when recognising revenue from
contracts with customers

Certain contracts for the sale of goods include a right of
return that give rise to variable consideration. In estimating
the variable consideration, the Group is required to use
either the expected value method or the most likely amount
method based on which method better predicts the amount
of consideration to which it will be entitled.

The Group determined that the expected value method is
the appropriate method to use in estimating the variable
consideration for the sale of goods with rights of return,
given the large number of customer contracts that have
similar characteristics.

Before including any amount of variable consideration in the
transaction price, the Group considers whether the amount
of variable consideration is constrained. The Group
determined that the estimates of variable consideration are
not constrained based on its historical experience, business
forecast and the current economic conditions. In addition,
the uncertainty on the variable consideration will be resolved
within a short time frame.
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SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES (continueq)
Judgements (continued)

Withholding tax arising from the distribution of dividends
The Group’s determination as to whether to accrue for
withholding taxes arising from the distributions of dividends
from certain subsidiaries whose equity interests are directly
held by overseas parent companies according to the
relevant tax jurisdictions is subject to judgement on the
timing of the payment of the dividends or on whether those
overseas parent companies will be determined to be
Chinese resident enterprises by the PRC governing tax
authorities in the future. Except for certain subsidiaries with
an equity interest directly held by overseas third party
shareholders, which distributed dividends required by those
oversea third party shareholders, management considered
that it is not probable that those PRC subsidiaries will
distribute profits earned from 1 January 2008 to
31 December 2021 in the foreseeable future. For those
subsidiaries with an equity interest directly held by overseas
third party shareholders, withholding tax amounting to
RMB2,818,000 was provided during 2021 based on the
expected dividend distribution from retained profit in the
foreseeable future. Where the final outcome of these
matters is different from the amounts originally determined,
the difference will impact the deferred tax provision in the
period in which the differences realise.

Property lease classification — Group as lessor

The Group has entered into commercial property leases on
its investment property portfolio. The Group has determined,
based on an evaluation of the terms and conditions of the
arrangements, such as the lease term not constituting a
major part of the economic life of the commercial property
and the present value of the minimum lease payments not
amounting to substantially all the fair value of the
commercial property, that it retains substantially all the
significant risks and rewards incidental to ownership of
these properties which are leased out and accounts for the
contracts as operating leases.
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SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES (continueq)
Judgements (continued)

Non-consolidation of an entity in which the Group holds
more than a 50% equity interest

The Group considers that it has no control over China
Modern Dairy, even though it held a 56.36% (2020:
57.69%) equity interest as at 31 December 2021. This is
because the Group held less than 50% of the voting rights.
Further details are contained in note 22 to the financial
statements.

Consolidation of an entity in which the Group holds less
than a 50% equity interest

As at 28 March 2021, the acquisition date, the Group held
approximately 36.68% of the total number of shares issued
by AICE. In accordance with the article of association of
AICE, the Group has the right to appoint four members to
AICE’s 7-member board of directors, and the number of
board members of AICE shall not be changed unless
agreed with the Group.

Estimation uncertainty

The key assumptions concerning the future and other key
sources of estimation uncertainty at the end of the reporting
period, that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities
within the next financial year, are described below.

Variable consideration for sales returns

The Group estimates variable consideration to be included
in the transaction price for the sale of goods with rights of
return.

The Group developed a statistical model for forecasting
sales returns. The model used the historical return data of
each product to come up with expected return
percentages. These percentages are applied to determine
the expected value of the variable consideration. Any
significant changes in experience as compared to historical
return pattern will impact the expected return percentages
estimated by the Group.
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SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES (continueq)
Estimation uncertainty (continueq)

Variable consideration for sales returns (continued)

The Group updates its assessment of expected returns
semi-annually and the refund liabilities are adjusted
accordingly. Estimates of expected returns are sensitive to
changes in circumstances and the Group’s past experience
regarding returns entitlements may not be representative of
customers’ actual returns entitlements in the future. As at
31 December 2021, the amount recognised as refund
liabilities was RMB34,266,000 (2020: RMB34,534,000) for
the expected returns.

Impairment of goodwill and trademarks with indefinite
useful lives

The Group determines whether goodwill and trademarks
with indefinite useful lives are impaired at least on an annual
basis. This requires an estimation of the value in use of the
cash-generating unit (or group of cash-generating units) or
the fair value of a trademark. Estimating the value in use
and fair value requires the Group to make an estimate of
the expected future cash flows from the cash-generating
unit (or group of cash-generating units) or a trademark and
also to choose a suitable discount rate in order to calculate
the present value of those cash flows. Details of impairment
testing of goodwill and trademarks with indefinite useful lives
are given in note 20 to the financial statements.

Provision for expected credit losses on trade receivables
The Group uses a provision matrix to calculate ECLs for
trade receivables. The provision matrix is initially based on
the Group’s historical observed default rates. The Group will
calibrate the matrix to adjust the historical credit loss
experience with forward-looking information. For instance, if
forecast economic conditions (i.e., gross domestic products)
are expected to deteriorate over the next year which can
lead to an increased number of defaults in the industry, the
historical default rates are adjusted. At each reporting date,
the historical observed default rates are updated and
changes in the forward-looking estimates are analysed.
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SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES (continueq)
Estimation uncertainty (continueq)

Provision for expected credit losses on trade receivables
(continued)

The assessment of the correlation among historical
observed default rates, forecast economic conditions and
ECLs is a significant estimate. The amount of ECLs is
sensitive to changes in circumstances and forecast
economic conditions. The Group’s historical credit loss
experience and forecast of economic conditions may also
not be representative of a customer’s actual default in the
future. The information about the ECLs on the Group’s
trade receivables is disclosed in note 26 to the financial
statements.

Leases — Estimating the incremental borrowing rate
The Group cannot readily determine the interest rate implicit
in a lease, and therefore, it uses an incremental borrowing
rate (“IBR”) to measure lease liabilities. The IBR is the rate
of interest that the Group would have to pay to borrow over
a similar term, and with a similar security, the funds
necessary to obtain an asset of a similar value to the
right-of-use asset in a similar economic environment. The
IBR therefore reflects what the Group “would have to pay”,
which requires estimation when no observable rates are
available (such as for subsidiaries that do not enter into
financing transactions) or when it needs to be adjusted to
reflect the terms and conditions of the lease (for example,
when leases are not in the subsidiary’s functional currency).
The Group estimates the IBR using observable inputs (such
as market interest rates) when available and is required to
make certain entity-specific estimates (such as the
subsidiary’s stand-alone credit rating).
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SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES (continueq)
Estimation uncertainty (continueq)

Impairment of non-financial assets (other than goodwill
and trademarks with indefinite useful lives)

The Group assesses whether there are any indicators of
impairment for all non-financial assets (including the
right-of-use assets) at the end of each reporting period.
Non-financial assets are tested for impairment when there
are indicators that the carrying amounts may not be
recoverable. An impairment exists when the carrying value
of an asset or a cash-generating unit exceeds its
recoverable amount, which is the higher of its fair value less
costs of disposal and its value in use. The calculation of the
fair value less costs of disposal is based on available data
from binding sales transactions in an arm’s length
transaction of similar assets or observable market prices
less incremental costs for disposing of the asset. When
value-in-use calculations are undertaken, management must
estimate the expected future cash flows from the asset or
cash-generating unit and choose a suitable discount rate in
order to calculate the present value of those cash flows.

Business combinations and goodwill

When the Group completes a business combination, the
identifiable assets acquired and the liabilities assumed are
recognised at their fair value. Management estimation is
required to determine the fair values of the assets acquired,
the liabilities assumed, and the purchase consideration, and
on the allocation of the purchase consideration to the
identifiable assets and liabilities. The fair values of the
identifiable assets acquired and the liabilities assumed are
determined using valuation techniques including the
discounted cash flow model. The inputs to these models
are taken from observable market where possible, but
where this is not feasible, a degree of judgement and
estimation is required in establishing fair values.
Management must estimate the expected future cash flows
and discount rate in order to calculate the fair values.
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SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES (continueq)
Estimation uncertainty (continueq)

Deferred tax assets

Deferred tax assets are recognised for all deductible
temporary differences and all unused tax losses to the
extent that it is probable that taxable profit will be available
against which the deductible temporary differences and the
unused tax losses can be utilised. Significant management
judgement is required to determine the amount of deferred
tax assets that can be recognised, based upon the likely
timing and level of future taxable profits, which affects the
probability of utilisation and the tax rate to be used in the
calculations. Details of deferred tax assets are contained in
note 23 to the financial statements.

Share-based payments
The Group measures the cost of equity-settled transactions

with employees by reference to the fair value of the equity
instruments at the date at which they are granted.
Estimating fair value requires determining the most
appropriate valuation model for a grant of equity
instruments, which is dependent on the terms and
conditions of the grant. This also requires determining the
most appropriate inputs to the valuation model including the
expected life of the option, volatility and dividend yield and
making assumptions about them. Details of share-based
payments are contained in notes 39 and 40 to the financial
statements.

Fair value of unlisted equity investments

The unlisted equity investments have been valued based on
a discounted cashflow method or a market-based valuation
technique as detailed in note 48 to the financial statements.
The Group classifies the fair value of these investments as
Level 3. The fair value of the unlisted equity investments at
31 December 2021 was RMB535,833,000 (2020:
RMB720,486,000). Further details are included in note 24 to
the financial statements.
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OPERATING SEGMENT INFORMATION

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

° Liquid milk products segment — manufacture and
distribution of ultra-high temperature milk (“UHT milk”),
milk beverages, yogurt and fresh milk;

° Ice cream products segment — manufacture and
distribution of ice cream;

° Milk powder products segment — manufacture and
distribution of milk powder; and

° Others segment — principally the Group’s cheese,
plant-based nutrition products and trading business.

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

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

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

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

Year ended 31 December 2021

4. OPERATING SEGMENT INFORMATION

Segment revenue (note 5) 2BBA (K EE5)
Sales to external customers HETIEER
Intersegment sales HHMEEE
Reconciliation: HE

Elimination of intersegment sales HEHHREEE
Revenue L/ON

Segment results FBEE
Reconciliation: HE

Interest income FEMHA

Finance costs (other than interest on
lease liabilities)

Share of loss of a joint venture

Share of profits of associates

BERA (REERENII)

BiE—HaELEER
e 2 R AN

Corporate and other unallocated income 2 & R EMAF D HMRA
Profit before tax 58 Bl 7117

Income tax expense BRI

Profit for the year AEFE

Segment assets PBEE
Reconciliation: HE

Elimination of intersegment receivables D SR E KR
Corporate and other unallocated assets A& REMADBHEE
Investments in associates WEEE DRI R R B
Total assets BEE

Segment liabilities AHAR
Reconcilation: FE

Elimination of intersegment payables YD HREMZE

Corporate and other unallocated
liabilities

ARREMAD B EE

Total liabilities

BaE

4,

Liquid milk
products
BREPER
RMB’000
ARBT R
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KReEFIEF @
BE-F-—F1-A=+—ALFE

Ice cream Milk powder
products products Others Total
IKEME @ R Em Hits st
RMB’000 RMB’000 RMB’000 RMB’000
ARBTRT AR¥Tr AR¥Trn AR¥Tx
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(continued)

4. OPERATING SEGMENT INFORMATION

Year ended 31 December 2021 (continued)

Other segment information: HipHEH
Depreciation and amortisation MERESH
Unallocated amounts TrHeE
Total depreciation and amortisation BREREH
Capital expenditure BARE
Unallocated amounts ARHeE
Total capital expenditure* BERSE

Impairment losses recognised in the
consolidated statement of profit or
loss

Impairment losses reversed in the
consolidated statement of profit or
loss

WA REXRERORERBR

MR BREXRBEORERR

Impairment losses recognised in the
consolidated statement of profit or
loss, net

R BEXBEROREBE

Expense relating to share option scheme
and share award scheme
Unallocated amounts

b RSB AR R B R R 2R
HEMFEX
T BeH

Total non-cash expenses relating to share
option scheme and share award
scheme

b RSB AR R B R R 2B
BEEER Stk

4,

Liquid milk
products
BEDER
RMB’000
AR®TR

REFHER w

BE_ZE-_—F+-_A=+—HLEFE

(&)

Ice cream Milk powder
products products
IKEME @ BHER
RMB’000 RMB’000
ARETR AR¥TR

Others
Hith
RMB’000
AR¥TT

Total

o
RMB’000
AR®T R
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4. OPERATING SEGMENT INFORMATION 4., REDIER =
(continued)
Year ended 31 December 2020 HE_Z-_ZF+-_A=+—HILFE
Liquid milk Ice cream  Milk powder
products products products Others Total
REMER  KEKES HHER Hith @t
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETT ARETR ARETT ARETR
Segment revenue (note 5) AU (B 5E5)
Sales to external customers HETIBER 67,750,993 2,633,731 4572975 1,077,145 76,034,844
Intersegment sales HEEEE 648,537 69,917 16,327 845294 1,580,075
68,399,530 2,703,648 4,589,302 1,922,439 77,614,919
Reconciliation: HE
Elimination of intersegment sales HEDHHEEE (1,580,075)
Revenue LON 76,034,844
Segment results DEEE 3,193,020 23,956 16,638 39,861 3,273,475
Reconcilation: E
Interest income FEHA 1,084,613
Finance costs (other than interest on BERA (REEEEREMN
lease liabilities) (550,475)
Share of loss of a joint venture ElE—HAEtE£ER (37,413)
Share of profits of associates FE {65 & 1 B F 463,418
Corporate and other unallocated NGV &Y LR i
expenses (78,832)
Profit before tax 73 31 1 B8 4,154,786
Income tax expense BRI (653,193)
Profit for the year REFE 3,501,693
Segment assets HEEE 50,221,395 1,949,172 18,826,292 733,919 71,730,778
Reconciliation: HE
Elimination of intersegment receivables ;Tié] 7 B el 5 IE (24,887,942)
Corporate and other unallocated assets AR REMADBHEE 24,179,513
Investment in a joint venture R—EE2LENKE 103,427
Investments in associates RS AR R R E 9,020,464
Total assets BEE 80,146,240
Segment liabilities SBEE 23,245,274 2,640,811 10,999,767 1,482,354 38,368,206
Reconciliation: HE
Elimination of intersegment payables ”‘Iiﬁ ok )N E (24,887,942
Corporate and other unallocated RAIREM TS a‘BE’]ﬁfﬁ
liabilities 29,418,417
Total liabilities FEY= 42,898,681
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4. OPERATING SEGMENT INFORMATION 4., REITER w
(continued)
Year ended 31 December 2020 (continued) HE-_Z-_ZF+-_A=+—HLFE
(@)
Liquid milk Ice cream  Milk powder
products products products Others Total
WENMER  KERER BHESR Hith st
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETT ARBTT ARETT AREFR
Other segment information: HipHEHs :
Depreciation and amortisation WEREH 1,651,331 186,310 174,841 29,418 2,041,900
Unallocated amounts TrHeE 94,968
Total depreciation and amortisation BREREH 2,136,868
Capital expenditure BARTY 4485830 123154 169,155 52,465 4,830,604
Unallocated amounts e 1,285,553
Total capital expenditure* BEAZ 6,116,157
Impairment losses recognised in the REeBRRERNRERSE
consolidated statement of profit or
loss 150,480 117,623 107,515 1,661 377,279
Impairment losses reversed in the REABERERRMRERR
consolidated statement of profit or
loss (41,828) (4,862) (2,144) = (48,834)
Impairment losses recognised in the NEs BRREANABEESE
consolidated statement of profit or bk
loss, net 108,652 112,761 105,371 1,661 328,445
Expense relating to share option scheme 3 & BE IR 5t 31 Jo Ik 2 12 )
and share award scheme B alaba 67,177 6,016 6,903 17,364 97,460
Unallocated amounts TrHeRE 120,180
Total non-cash expenses relating to share R B RHE T 21 I Z 5880 =t
option scheme and share award B ERe H B
scheme 217,640

Capital expenditure consists of cash paid for the purchase of
property, plant and equipment, construction in progress,
intangible assets, land use rights, equity interests in
subsidiaries, associates and other equity investments.

BIRE-

ERAXHBREBENE BEMRE &

EVEE  tHERBALRTA

Al B AR R E MR AR E B IR X
NERE -



4. OPERATING SEGMENT INFORMATION 4.

(continued)

Geographical information
a. Revenue from external customers

NOTES TO
FINANCIAL STATEMENTS
Rl 7% $R S BlY 5
REDHER @
i =
a.  REIEEFBIKA
2021 2020
—E-—F —EFTF
RMB’000 RMB’000

AR®T T AREETTT

Mainland China el N 7S 85,067,981 74,205,440
Overseas G AN @ 3,073,494 1,829,404
88,141,475 76,034,844

The revenue information above is based on the

LA B R TIRE R P R i 2 8

locations of the customers. 9o

b. Non-current assets b. R EE
2021 2020
=2=--% —F_FF
RMB’000 RMB’000
AR¥T T AR®ET T
Mainland China R B K R 41,704,711 31,480,912
Overseas VSN & 9,568,621 8,192,044
51,273,332 39,672,956

The non-current asset information above is based on
the locations of the assets and excludes financial
instruments and deferred tax assets.

Information about major customers

There were no sales to a single customer which accounted
for 10% or more of the Group’s revenue for the years
ended 31 December 2021 and 2020.

ERIERBEENERIRIEBEEERN
WHEE D TERERTEREER
HEE -

FERXFER

HE_ - FR-_ZE-_FTF+-_A=+—
BIEFE WERE-FFNEEMASE
B A10% 8 A F o
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China Mengniu Dairy Company Limited FEIR4 ¥ ER AT

5. REVENUE, OTHER INCOME AND GAINS 5.

An analysis of the revenue is as follows:

WA~ HE A R Y
T

WAR 7

2021 2020
—E_—£F —E-F
RMB’000 RMB’000
AR¥ T AR®EF T
Revenue from contracts with customers: B ZFE A LM A :
Sale of goods HEEY 88,133,815 76,025,108
Consignment processing services LM TR 7,660 9,736
88,141,475 76,034,844
Revenue from contracts with customers REFEFEHHKA
(i) Disaggregated revenue information fi D HEWAZE
For the year ended 31 December 2021 BE_ZT-_—F+-A=+—HILF
E
Liquid milk  Ice cream Milk powder
Segments 28 products products products Others Total
HEMER KEHER HRER Hit st
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETRE AR%TR AR®TRE ARETR ARETR
Types of goods or services: EIREL S
Sales of goods HEEM 76,514,364 4,240,151 4,941,467 2,437,833 88,133,815
Consignment processing services ZREMIRS = = 7,660 = 7,660
Total revenue from contracts with RERFANMBARA
customers 76,514,364 4,240,151 4,949,127 2,437,833 88,141,475
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REVENUE, OTHER INCOME AND GAINS 5.

(continued)

Revenue from contracts with customers (continued)

() Disaggregated revenue information (continued)
For the year ended 31 December 2021 (continued)
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WA~ g AR W2 @

REEFEHHRERA@®

() Z WAL= E @
BHE-_T-—F+-A=1+—AH1tHF
E(8)

Liquid milk  lce cream Milk powder
Segments 28 products products products Others Total
BETER KEKER BRER Hith @it
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETR AR¥Tr AR¥Trn AR¥Trn AR%¥Tr
Geographical markets: BEMS
Mainland China B K B 76,514,364 3,123,232 3,413,760 2,016,625 85,067,981
Overseas BN R - 1,116919 1,535,367 421,208 3,073,494
Total revenue from contracts with REEFALMBKA
customers 76,514,364 4,240,151 4,949,127 2,437,833 88,141,475
Timing of revenue recognition: BRWANER
Goods transferred at a point in time ~ RE—RHEEENN® | 76514,364 4,240,151 4,941,467 2,437,833 88,133,815
Services transferred at a point in RE-—RESEERNRE
time = = 7,660 = 7,660
Total revenue from contracts with REEFALMBKA
customers 76,514,364 4,240,151 4,949,127 2,437,833 88,141,475
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5.

REVENUE, OTHER INCOME AND GAINS 5.

(continued)
Revenue from contracts with customers (continued)

(i) Disaggregated revenue information (continued)
For the year ended 31 December 2020

WA~ g AR W2

REEZEFSHHHRA
() ZFEKA (= E @

(%)

BHE-_Z-_TF+_A=+—HILHF

E
Liquid milk Ice cream  Milk powder
Segments ok products products products Others Total
RENER  KEKER I E Hit @at
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETT ARETRT ARBTRT ARETR
Types of goods or services: A RS TESE
Sales of goods HEEM 67,750,993 2,633,731 4,563,239 1,077,145 76,025,108
Consignment processing services ZAMIRS = = 9,736 = 9,736
Total revenue from contracts with REEFALHMBKA
customers 67,750,993 2,633,731 4,672,975 1,077,145 76,034,844
Geographical markets: g5
Mainland China CelipN 67,750,993 2,633,731 2,743,571 1,077,145 74,205,440
Overseas MR = - 1,829,404 - 1,829,404
Total revenue from contracts with REEFAKMBKA
customers 67,750,993 2,633,731 4,572,975 1,077,145 76,034,844
Timing of revenue recognition: FERR A Y B
Goods transferred at a point in time A E—EMEHEENES 67,750,093 2,633,731 4563239 1,077,145 76,025,108
Services transferred at a point in RE-RHEERNRE
time - - 9,736 - 9,736
Total revenue from contracts with REBFAKMBKA
customers 67,750,993 2,633,731 4,672,975 1,077,145 76,034,844




REVENUE, OTHER INCOME AND GAINS 5.

(continued)
Revenue from contracts with customers (continued)
() Disaggregated revenue information (continued)
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WA~ g AR W2 @

REEFEHNWBA @
() Z WAL= E @

Set out below is the reconciliation of the revenue from REEFALOIRA RS IE R E
contracts with customers with the amounts disclosed SEMEEREOT
in the segment information:
For the year ended 31 December 2021 BE_Z-_—F+_A=+—HLHF
E
Liquid milk  Ice cream Milk powder
Segments R products products products Others Total
REDMER KHKRER MRER Hity @t
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTT AR¥TR AR%Trn AR%Tr AR%¥Tx
Revenue from contracts with REEFAHNRA
customers
External customers IR 76,514,364 4,240,151 4,949,127 2,437,833 88,141,475
Intersegment sales HERIHE 543,045 46,172 14415 1,428,142 2,031,774
77,057,409 4,286,323 4,963,542 3,865,975 90,173,249
Intersegment adjustments and DEERE R
eliminations (543,045) (46,172) (14,415)  (1,428,142)  (2,031,774)
Total revenue from contracts with RERPAKMBEA
customers 76,514,364 4,240,151 4,949,127 2,437,833 88,141,475
For the year ended 31 December 2020 BE_ZT-_THF+-_A=1T—HILF
I3
Liquid milk Ice cream  Milk powder
Segments iR products products products Others Total
BEMER KERER I E @ Hity @t
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTT ARETT ARETr ARETt ARET:
Revenue from contracts with REERFALMBA
customers
External customers P 67,750,993 2,633,731  4572,975 1,077,145 76,034,844
Intersegment sales AHFEHEE 648,537 69,917 16,327 845294 1,580,075
68,399,530 2,703,648 4,589,302 1,922,439 77,614,919
Intersegment adjustments and DEERE R
eliminations (648,537) (69,917) (16,327)  (845294)  (1,580,075)
Total revenue from contracts with RERFEHMBKA
customers 67,750,993 2,633,731 4,572,975 1,077,145 76,034,844
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5.

REVENUE, OTHER INCOME AND GAINS 5.

(continued)

Revenue from contracts with customers (continued)

(i) Disaggregated revenue information (continued) i

The following table shows the amounts of revenue

KA -
HEQ%)EA,%’JE’JLI&A(%

Pl A=

ZE (&)

TRETRARSHRRARERZE

A WA R W3 o

recognised in the current reporting period that were %"E HERHRERVIGFAGHNEBERR
included in the contract liabilities at the beginning of BEHRENNBEOR TER
the reporting period and recognised from performance
obligations satisfied in previous periods:
2021 2020
—E-—F —EFTHF
RMB’000 RMB’000
AR®T ARETTT
Revenue recognised that was R ERVFAEGHEE
included in contract liabilities at Z WA TERR
the beginning of the reporting
period:
Sale of goods $H & P om 3,470,305 3,299,226
Revenue recognised from B B EK A B A
performance obligation satisfied BEZ AR
in previous periods:
Sale of goods not previously AR ER BB E E R
recognised due to constraints on BRZEmHE
variable consideration 34,534 40,246
(ii) __Performance obligations (i)  EBITEF

Information about the Group’s performance obligations

is summarised below: TS @

Sales of goods HEERY

The performance obligation is satisfied upon delivery BITEERRMNE G RIRA T FHEH
of the goods and payment is made in advance or due = EHIRR ATE A ek B HA S (T SRIE R 2
within a credit limit which is adjustable in certain & fERl& ﬁﬂmgﬁﬁ%‘ﬁvé
circumstances. Some contracts provide customers A 7B IR il /9 A] & @

with a right of return which gives rise to variable

consideration subject to constraint.

Consignment processing services ZEEINT R

The performance obligation

is satisfied upon
completion of the consigned processing services and
delivery of the processed products, and payment is

AT E dh

generally due within 90 days from delivery.

1B -
E%90HRNHIHER -

ERASBERETEENE RS

BITEER TR I TRH TR &
IR — BRI
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REVENUE, OTHER INCOME AND GAINS 5.

(continued)
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WA~ g AR W2 @

Other income and gains Hitl A R k=
2021 2020
—B=-—F —E_FF
RMB’000 RMB’000
AR® T ARBET T
Other income and gains E A e Wz
Government grants related to BTN
— Recognition of deferred income — BEERIELEA
(note 34) B (H5E34) 90,274 50,689
— Income — HIRSE# 241,442 313,945
Gains on disposal of subsidiaries HEF AT K
(note 43) (Pt 5E43) - 18,669
Gains on disposal of an associate oS 2 QRIS 54,198 —
Gross rental income (note 17) HemU A (FEE17) 89,587 66,214
Foreign exchange gains, net bE 3 U 5505 5 19 299,946
Net fair value gain on forward currency EEINES RO RRE
contracts (note 33) Wz 58 (B9sES3) 2,140 —
Net fair value gain on 2020 —EEEARBEF
exchangeable bonds (note 31(d)) AREREFRE
(M&E31(d) 200,732 =
Net fair value gain on a convertible AMRARZBARE
promissory note (note 24(b)) Wz % 58 (MTsE24(b)) 2,629 —
Net fair value gain on unlisted equity NAREFEAEE
investment at fair value through profit FFABEAIEET
or loss (note 24(b)) RIS B A A B s
R (M FE24(b)) — 138,622
Net fair value gain on other financial HhemBEA E
liabilities (note 22(b)) Weas 58 (MY 5E22(b)) 632,700 —
Gain on deemed disposal of partial RAEDEIDEE QA
interests in an associate (note 22) e (FE22) 79,041 -
Net fair value gain on unlisted equity B 75 SR0h B RE D3R A
investment in Guangze with put JE& 2= ) 3 =T AR R
options (note 24(c)) ‘EZ AR ENE
8 (F5E24(c)) = 12,433
Negative goodwill arising from Wi — AR QR EE
acquisition of an associate (a) FOp=EEEY - 106,491
Others HAth 224,894 197,777
1,617,656 1,204,786

Note:

On 31 July 2020, the Group increased its shareholdings in
China Shengmu Organic Milk Limited (“China Shengmu”) and
accounted for China Shengmu as an associate. Based on
the purchase price allocation on initial recognition of
investments in associates, a negative goodwill of
RMB106,491,000 was recognised as other income and
gains.

B

R-B-_ZTE+A=+—0H ' KNEBEN
EREEREHINESR AR ([PEE
) ERERE - I B R RERIEAE S D
AIARR - AR UIIAERNE 2 QAR ER
BEERSE  FitEEtbA RIKRESTE
REmE ARK106,491,0007T °
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6. OTHER EXPENSES

6. HEMEH

2021 2020
—E-—fF —TFF
RMB’000 RMB’000
AR¥ T AR¥ET T
Donations B 45,845 480,367
Loss on disposal of items of property, BEWHE WMEMEE
plant and equipment &8 59,463 13,585
Impairment of goodwill (note 18) 2R E (FIEE18) 621,230 —
Impairment of other intangible assets Hib & ERE
(note 19) (FF3E19) 204,306 3,831
Impairment of property, plant and Yz - BB RFERE
equipment (note14) (Pf3E14) = 49,031
Impairment of right-of-use assets EAEEERE (ME17)
(note 17) - 22,778
Write-down of inventories to net GFEMB =R R FE
realisable value (note 25) (MF3E25) 183,540 95,929
Educational surcharges, city construction (& M iNE - 35 T 4 &
tax, and other taxes AR R E AR IE 516,374 473,262
Net fair value loss on forward currency R EIONEE S XN A (BB R
contracts (note 33) 8 (MI3E33) - 9,825
Net fair value loss on unlisted equity A ARBEFEBHE
investment at fair value through profit T ABZAIE LR
or loss (note 24(b)) RERREBIEFE
(MFzE24(0)) 1,326 =
Net fair value loss on exchangeable AIRMES AR EEBE
bonds HEE = 401,942
Net fair value loss on warrants and R R R R EBRE
subscription rights of warrants 2 AR EBIEFE - 11,187
Net fair value loss on unlisted equity B A SR 0h BRI OIS A B2
investment in Guangze with put BIE ETARERE 2
options (note 24(c)) RN EEEFRE
(Mt 3E24(c)) 3,350 -
Loss on re-measurement of an equity WS ET 242
interest in a joint venture upon a ERENEE
business acquisition 38,092 —
Loss on partial disposal of equity o e E AR RE L
interests in an associate (note 22) &5 18 (i 5E22) 10,584 —
Others HAth 179,113 202,773
1,863,223 1,764,510




7. PROFIT BEFORE TAX

The Group’s profit before tax is arrived at after charging/

7. HATAE
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AEBOBAFBE &R, (GEA) T

(crediting): FIBBEFTEE
2021 2020
—EBE-—fF —E-FF
RMB’000 RMB’000
AR® TR AR¥ET T
Cost of inventories sold HEFERAR 55,745,991 47,393,841
Realised and unrealised fair value losses &3 R AEIME B E
of commodity futures contracts, net EHRRAREFEIBFRE
(note 33) (FF3ES3) = 4,568
Cost of consigned processing services e N 5,570 7,155
Cost of sales $HE AR 55,751,561 47,405,564
Employee benefit expense (including EERFER (B2EMFE
directors’ and chief executive’s FEENESE R EET
remuneration as disclosed in note 9) BA B # )
— Wages, salaries, housing benefits — I8 %Fe EFERE
and other allowances M) B2 B Ath 2 B 6,636,083 5,024,474
— Retirement benefit contributions — RIREFHRK
(note d) (P 7Ed) 605,832 147,957
— Share option scheme expense — BRETEIRX 60,420 52,217
— Share award scheme expense — BRERBEERAX
(note 40) (M$5E40) 173,773 165,423
7,476,108 6,290,071
Impairment of financial and contract TRIRENEERBEFE:
assets, net:
Impairment of trade receivables, net B 5 W R R EFE
(note 26) (Ff7¥26) 198,086 155,397
Impairment of financial assets included FTATERTFIE - H A pE
in prepayments, other receivables WO IE & H At & 2 Y
and other assets, net TREERESE 10,207 1,479
208,293 156,876
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7.

PROFIT BEFORE TAX (continued) 7.
The Group’s profit before tax is arrived at after charging/
(crediting): (continued)

ﬁﬁﬁﬂ 715!1(@)
7 g B 0 B A R B o A8 0 (5 A) T3
BRBIHANE - (8)

outsourced the production of certain products. The amounts
represent the total amount paid by the Group for purchasing

outsourcing services.

The Group recognised rental expenses from short-term leases (b)

of RMB134,446,000 (2020: RMB111,878,000), leases of
low-value assets of RMB5,023,000 (2020: RMB4,645,000)
and variable lease payments not based on index or rates of
RMB34,503,000 (2020: RMB25,323,000) for the year ended
31 December 2021. Further details are given in note 17(c) to

the financial statements.

2021 2020
—E=-—F —E_TF
RMB’000 RMB’000
AR Tt ARMET T
Impairment of goodwill (note 18/20) 2 RE (M45E18/20) 621,230 =
Impairment of other intangible assets HEMmpEERE
(note 19) (FF3E19) 204,306 3,831
Impairment of right-of-use assets FEREEERE (FE17)
(note 17) = 22,778
Impairment of property, plant and Yz - BB REERE
equipment (note 14) (fF3E14) = 49,031
Depreciation of property, plant and Y BERZBITE
equipment (note 14) (FF3E14) 2,014,184 1,789,244
Depreciation of right-of-use assets ERAEEERE (MF17)
(note 17) 293,762 256,477
Depreciation of investment properties "EYESE (MisE16)
(note 16) 4,567 3,882
Amortisation of other intangible assets E b\ B E
(note 19) (fF3E19) 83,925 87,265
Research and development costs — RERRFEZEER
current year expenditure 355,507 318,398
Outsourcing expense (note a) SNEER (HisEa) 202,904 256,777
Lease payments not included in the P AHEBEFTEW
measurement of lease liabilities (note b) HEMR (D) 173,972 141,846
Auditor’s remuneration (note c) ZE RN 2 (Bt 5Ec) 15,200 13,580
Notes: B &
(@)  For the purpose of promoting operation efficiency, the Group @ ATREZFERE AKBIINVBRETER

WAEE - ZEREASERBEINERE
AR -

AEEHE_T-_—F+=-_A=+—H1t
FERRALPAEIHARE
134,446,000 (ZE =T F : ARK
111,878,0007T) * XEEEAEHEZ HA
R ¥5,023,000t (ZZ = F : AR¥
4,645,0007T) R IEIR IR —FE Bk b &
) A] & FH & 1 A R % 34,508,0007T (=
T T ARKD25,323,0007T) ° &R
BB WMEME17() °



PROFIT BEFORE TAX (continued) 7.

Notes: (continued)

(c) In addition to the above fees paid or payable to the auditors,
Yashili, a subsidiary of the Company listed on the Main
Board of the Stock Exchange of Hong Kong Limited, had an
amount of RMB3,116,000 (2020: RMB2,923,000) paid/
payable as auditor’'s remuneration during the year.

(d) There are no forfeited contributions that may be used by the
Group as the employer to reduce the existing level of

NOTES TO
FINANCIAL STATEMENTS
Rl % ¥R 2E Bl X

ﬁﬁﬁﬂfﬂ(ﬁ)

BifeE (A8

€ BEABMNRESZEMERIN  KNAFR
REBHARGHERRAGER ETHT
AR LR ARFEN FEZ B S A
R#¥3 116,000 (ZE-TF : AR¥K
2,923,0007T) °

(d)  AEBEERREILEABIARERE K
SRR -
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contributions.
FINANCE COSTS 8. WERA
An analysis of finance costs is as follows: BLERARE DT T -
2021 2020
—E-—F —E-THF
RMB’000 RMB’000
AR® T AR¥ET T
Interest on bank loans IRITERA B 206,862 162,132
Interest on other borrowings (excluding HiEEMNE (TRERE
lease liabilities) 81&) 510,748 388,343
Interest on lease liabilities (note 17 (b)) HEaBEFE (ME17() 25,462 21,780
743,072 572,255
DIRECTORS’ AND CHIEF EXECUTIVE’S 9. EERFETHAEHMH

REMUNERATION

Directors’ and chief executive’s remuneration for the year,
disclosed pursuant to the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited
(the “Listing Rules”), section 383(1)(a), (b), (c) and (f) of the
Hong Kong Companies Ordinance and Part 2 of the
Companies (Disclosure of Information about Benefits of
Directors) Regulation, is as follows:

RIEFABEXZMEBERAREFLHR
AT EmRAL - BB Q&G 5383(1)
@~ (o) RO ARDF(HEEER
BN ROIF2HROBRBENRNFEESER
EBITHRABHMAT :

2021 2020
—E-—F —EFTF
RMB’000 RMB’000
AR®T T AREFT T
Fees e 851 972
Other emoluments H b B
— Basic salaries, housing benefits, — ZEAX¥FHE  FR
other allowances and benefits in @A~ E A RN &
kind B = 11,361 9,202
— Performance related bonuses — HEEEFEMNED 11,648 13,404
— Retirement benefit contributions — RIREF R 353 141
24,213 23,719
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9. DIRECTORS’ AND CHIEF EXECUTIVE’S

R EM U N E RATI O N (continued)

China Mengniu Dairy Company Limited TR E4 I EER LA

2021 —B--F
Executive directors HTESR
— Mr. Jeffrey, Minfang Lu - BEMEE
— Mr. Meng Fanjie - AAREE
— Ms. Wang Yan - Lt
— Mr. Zhang Ping - RERE
Non-executive directors FHTES
— Mr. Chen Lang - BRE%AE
— Mr. Simon Dominic — Simon Dominic Stevens 74
Stevens
— Mr. Wang Xi - IARE
— Mr. Niu Gensheng - FREXE
— Mr. Pascal De Petrini — Pascal De Petrinift £
— Mr. Tim @rting Jorgensen — Tim @rting Jorgensen &
Independent non-executive BUENTES
directors
— Mr. Yih Dieter - R@EEE
— Mr. Li Michael Hankin - ZEREL
— Mr. Ge Jun - BfERE
— Mr. Jiao Shuge — EEELE
— Mr. Julian Juul Wolhardt — Julian Juul Wolharat 7t &
— Mr. Zhang Xiaoya — REBREE
— Mr. Yau Ka Chi - BRBEE

224

9. EERFETHAEFM =

Basic salaries,

housing

benefits, other
allowances

and benefits

in kind

EERA

Hi2HR

e EYHE
RMB’000 RMB’000
AR%T R AR¥T T




DIRECTORS’ AND CHIEF EXECUTIVE’S

R E M U N E RATI O N (continued)

9.
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EERFETHRAEFMw

Basic salaries,
housing
benefits, other

allowances and Retirement
benefits Performance benefit Total
Fees in kind related bonuses contributions remuneration
EA%¢
FEEF
Hi2i Rk BEEEREHN
e EMHE ®e  RANBHHER B
Notes RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
WiE  ARMTR  ARETR  ARMTE  ARMTI  ARETR
2020 k- gt 23
Executive directors HTES
— Mr. Jeffrey, Minfang Lu - EBREE (b)/(e)/(d) = 7,023 13,404 67 20,494
— Mr. Meng Fanjie - AABREE (@)/(b) = 2,179 = 74 2,253
Non-executive directors FMTES
— Mr. Chen Lang - %A (b) - - - - -
— Mr. Niu Gensheng — FREEXE 150 = = = 150
— Mr. Tim @rting Jorgensen — Tim @rting Jorgensent £ 150 = = = 150
— Mr. Pascal De Petrini — Pascal De Petrini%t £ 150 = = = 150
Independent non-executive BUFRTES
directors
— Mr. Jiao Shuge - EEELE (b) - - - - -
— Mr. Julian Juul Wolhardt — Julian Juul Wolhardt %t 4 (b) - - - - -
— Mr. Zhang Xiaoya - REHEE 261 = = = 261
— Mr. Yau Ka Chi - BRBEE 261 = = = 261
972 9,202 13,404 141 23,719
Notes: BsE -

(@) Mr. Tim @rting Jergensen resigned as a director on 1 January

2021. Mr. Simon Dominic Stevens was appointed as a
director on 1 January 2021. Mr. Pascal de Petrini resigned
as a director on 16 April 2021. Mr. Meng Fanjie, Mr. Niu
Gensheng, Mr. Jiao Shuge, Mr. Julian Juul Wolhardt,
Mr. Zhang Xiaoya and Mr. Yau Ka Chi resigned as directors
on 1 December 2021. Ms. Wang Yan, Mr. Zhang Ping, Mr.
Wang Xi, Mr. Yih Dieter, Mr. Li Michael Hankin and Mr. Ge
Jun were appointed as directors on 1 December 2021.

Tim Qrting Jorgensenft £ = F = —F
— A —HEEZE=—5 > Simon Dominic
Stevens E ER—_FE-_—F—F—BEZ
EAEZE - Pascal de Petrinit ER =
——FMHAT A BEEET B mLH
Sk FIRAERA - EBE LA - Julan
Juul WolhardtSE 4 - sk s S5 4 R B K B
EERZZE-_—F+-A—BBEIEST—
Bo T+ RFELE FHRELE - E
BEkE  TERAEREEREENRZ
——F+-A—REZAAESE-
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9.

DIRECTORS’ AND CHIEF EXECUTIVE’S
REMUNERATION (continued)

Notes: (continued)

(0)

During 2021, the eight (2020: five) directors agreed to waive
their entitlements to directors’ fees totaling RMB682,000
(2020: RMB731,000) for Other than the
aforementioned, there was no arrangement under which a

the vyear.

director waived or agreed to waive any remuneration during
the year.

As of 31 December 2021, certain directors were granted
share options in respect of their services to the Group under
the share option scheme of the Company, further details of
which are set out in note 39 to the financial statements. In
accordance with IFRS 2, share option benefits represent the
fair value at the grant date of the share options issued under
the share option scheme of the Company amortised to the
consolidated statement of profit or loss during the vyear,
disregarding whether the options have been vested/
exercised or not. During the year, the share option benefits
relating to the share options granted to Mr. Jeffrey, Minfang
Lu were approximately RMB7,739,000 (2020:
RMB17,005,000), and the share option benefits relating to
the share options granted to Mr. Zhang Ping were
approximately RMB1,761,000 (2020: RMB4,443,000). The
share option benefits relating to the share options granted to
these directors are not included in the above remuneration
analysis.

As of 31 December 2021, Mr. Jeffrey, Minfang Lu and
Mr. Zhang Ping were granted shares in respect of their
services to the Group under the share award scheme of the
Company, further details of which are set out in note 40 to
IFRS 2,
share-based payment benefits represent the fair value at the

the financial statements. In accordance with
grant date of the shares amortised to the consolidated
statement of profit or loss during the year, disregarding
whether the shares have been vested/exercised or not.
During the year, the fair value recognised in the consolidated
statement of profit or loss relating to the shares granted to
Mr. Jeffrey, Minfang Lu was approximately RMB6,003,000
(2020: RMB5,801,000) and the fair value recognised in the
consolidated statement of profit or loss relating to the shares
granted to Mr. Zhang Ping was approximately
RMB2,327,000 (2020: RMB2,289,000). The share award
benefits relating to the share award granted to these
in the above remuneration

directors are not included

analysis.

o

EERFETHRAEFMHw

fisE - ()

by =FE=Z—FR" NuU(ZZE=ZF:5Aaf)
EFERAEREREFNS  @BEHAR
682,000 (T T 4F : AR
NEEN AT
MEREEHEXRAERETMAWNE AL

731,0007T) ° BRATALE HI -
BE o

(0 HBE-ZZ-_—F+-A=+—H

ERGRBERATIAEE - M Tws

BRESGERE 11E -GN BTE
B ERNEREY RNERERNOR
AR#7,739,0007L (ZZE=2F : ARKE
17,005,0007T) * % F 5k T 5t 4 & B AR 4
w R B RERN L A AREA1,761,000
T(ZZZZF : AR¥4,443,0007T) - B
AR TZEESHERENBERERMLE

FEASAEFHB D o

) HEZZT-_—F+-_A=+—8'E&NK
SRR AEERE YR EBIRENRS

BN BRI A SR A2 B At B R A

BER I B REMFE40 - BRIEREEI B R
HAERE25E - AR A EET A X 12
ERORELBHEORRE  FRERE
EEERAT AR M mzERDE
GERE 11 - FN - AR TESNK
AREX
AAREEB,003,000C (T =_FF : AR
#5,801,0007T) * B BEE FRFEALENR
AREHNBARE
2,327,000 (ZZE-_ZFF : AR
2,289,0007T) - AAR THZEEERE
B2 2 AR 52 22 Eh AR A I A& AT A A BN S

EENBRN RS BERER

DR BERER

A e

ETE
7905 0 SR AR 0 R T 2 A 28 RS
SRS B T MR - SRR 5%
5 M 5530 - 48 18 B 1 B1 76 98 4 % I 552
§ - I ARHERE IR 2 IR AR M 2T T
BATHOMBAER L B O A1 -



10. FIVE HIGHEST PAID EMPLOYEES 10.
One (2020: One) of the five highest paid employees was a

director whose emoluments have been shown above. Details

of emoluments paid to the remaining four (2020: four)

IfuEE#HES
AU SEHEESE I (CE-FF —
) EE - HHEREHMEERNER EXR
B AFEINFAARKSOE (- T
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non-director, highest paid employees, who are neither a TFE W) EE HEaHEEGEERAA
director nor chief executive of the Company, are as follows: RAIEERAET) NS T :
2021 2020
—E-—F —E=TF
RMB’000 RMB’000
AR¥ T AR®ET T
Basic salaries, housing benefits, other EXEGe  FEEH -
allowances and benefits in kind H A2 REY &= 14,192 18,058
Performance related bonuses HEEFHENES 16,536 14,557
Retirement scheme contributions BRIKEFIFBIH K 444 259
31,172 32,874

The number of non-director, highest paid employees whose

MEINALTHEINEESFHIFEFTEEN

remuneration fell within the following bands is as follows: HEHWMT :
Number of employees
EE®AE

2021 2020
—E-—F —EFTF
HK$6,000,001 to HK$6,500,000 6,000,001 % 7T 2 6,500,000 7T 1 —
HK$7,000,001 to HK$7,500,000 7,000,001 7t & 7,500,000/% T 1 —
HK$7,500,001 to HK$8,000,000 7,500,001 % JT 2 8,000,000/% 7T — 1
HK$8,000,001 to HK$8,500,000 8,000,001 % JT & 8,500,000/% 7T - 1
HK$8,500,001 to HK$9,000,000 8,500,001 % 7T 2 9,000,000/% 7T 1 —
HK$9,000,001 to HK$9,500,000 9,000,001 % 7T 2 9,500,000/% 7T — 1
HK$13,000,001 to HK$13,500,000 13,000,001 % T2 13,500,000/ T — 1
HK$15,000,001 to HK$15,500,000 15,000,001 % 7T % 15,500,000/ 7T 1 —
4 4
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10. FIVE HIGHEST PAID EMPLOYEES (continuea)

11.

During the year, share options were granted to four (2020:
four) non-director, highest paid employees in respect of their
services to the Group, further details of which are set out in
note 39 to the financial statements. During the year, the
share option benefits relating to the share options granted
to the non-director, highest paid employees were
approximately RMB16,108,000 (2020: RMB17,440,000) in
aggregate. The share option benefits relating to the share
options granted to these non-director, highest paid
employees are not included in the above analysis.

During the year, shares were granted to four (2020: three)
non-director, highest paid employees in respect of their
services under the share award scheme of the Company,
further details of which are set out in note 40 to the
financial statements. During the vyear, the share-based
payment expenses relating to the shares granted to
non-director, highest paid employees were approximately
RMB11,720,000 (2020: RMB8,470,000) in aggregate. The
share-based payments relating to the shares granted to
these non-director, highest paid employees are not included
in the above analysis.

INCOME TAX EXPENSE

Under the Law of the People’s Republic of China on
Corporate Income Tax (“PRC CIT Law”), except for certain
preferential tax treatment available to certain subsidiaries of
the Group, the entities within the Group are subject to PRC
corporate income tax (“CIT”) at a rate of 25% (2020: 25%)
on the taxable income as reported in their statutory
accounts which are prepared in accordance with the PRC
accounting standards and financial regulations.

10. AV EEHFEEw

FR NE(ZE_ZTF:NR) & HIE
EEEERHEHARNSENRBGERERE
(BB EVEREMFOFRHER) - F
N BlERZEEaHFEEEEERLE

11.

BEOERERINASEDNAEARE
16,108,000 (ZZE=ZZF : ARK
17,440,0007T) ° £t #7 I & B 1EE W
ZEGRHIEERER T BRENER
R o

FRN MNE(ZEZZEF: =ZR)EaHk
EZREREBRBBRELALFHNBREER
FHEIEE R (BB ETBHREME40
FIRE) TR BlRZERSHIEES
EERHEBRMHOUBRDAEERNGRER
HEt 9 ARME11,720,0007 (=T =T 4F ¢
AR#8,470,0007T) « Lt DWW EBIES
AazEme s EERER RO MU
M7 A EEREE R o

FrE®i<
BEREARKMBECEMESTOE(HE
EEMRBHRAD  BAKEETTARE
RETHREESIN AKREETHWEERE
FLEOETE R B T2 WE R A% 25% (=
T_TF 1 25%) IRERMFPBEEMRT
BREMEH])  AERE TRES
SR ER RS IEER RS

2021 2020
—B=-—F —EFF
RMB’000 RMB’000
AR®T Tt ARBETTT
Current income tax BIERFR B %t

Current charge for the year BUEA P15 %4 2 i 833,357 651,767

Adjustments recognised in the year for FARTEE HAAER
current tax of prior years TERH AR 15,741 (12,776)
Deferred income tax (note 23) I FE A 1S B (B EE23) 55,412 14,202
904,510 653,193




INCOME TAX EXPENSE (continueq)

A reconciliation of the income tax expense applicable to
profit before tax at the statutory income tax rate to the
income tax expense at the Group’s effective income tax rate

for the year is as follows:

11.

—B-—FFH
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FrB B X H w

EFEEN - BRI IRE TSR X

ﬁEMWEﬁiﬁ HL 37 PR AN (B B R P
BRREAENMER T EFAHOT

2021 2020
—E=-—F —ET_EF
RMB’000 RMB’000
AR®T T ARBF T
Profit before tax BTN IRAINES 5,868,168 4,154,786
At CIT rate of 25% (2020: 25%)  1£25% (=T =ZF :
25%) R EFIFBIBI %
EG! 1,467,042 1,038,697
Non-deductible items and others, A #EFNEIEE K EH A
net (%) 66,790 48,021
Tax effect of super deduction on  #2% E F AN EH 1R 54 75
research and development A
expenses (74,216) (42,937)
Impairment of goodwill and R R R A AR
trademarks with indefinite useful E
lives 236,369 —
Adjustment recognised in the year FARLAEFE HTER
for current tax of prior years TR P B 15,741 (12,776)
Effect of lower tax rates ﬁm$mws ( (382,840) (228,534)
Effect of tax exemptions WIS R 5 ( (565,527) (371,163)
Tax effect of share of results of ’\Tﬁ—FﬁA%E\%& é‘ﬁ%
associates and a joint venture NI G R A 02 (173,333) (106,501)
Tax losses utilised from previous 1 F A 7+ BRI £ 75 B9 48
periods (99,059) (60,468)
Tax losses not recognised RIERT TS E 18 410,725 386,639
Effect of withholding tax at 10% IR ASEEF BT A A A #
on the distributable profits of D IRFE10% T &
the Group’s certain PRC AT E
subsidiaries 2,818 2,215
At the effective income tax rate of 1£15.41% (= =& 4F :
15.41% (2020: 15.72%) 15.72%) B FT1EH
MEFE 904,510 653,193
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11. INCOME TAX EXPENSE (continueq)

1. fiIEHTHw

Notes: BT 5E -
(@)  Eighteen (2020: Fifteen) subsidiaries were granted lower tax @ +TAB(CEZZF: +AH) FRARER
rates by the state tax bureau in accordance with the PRC REBBIRBEFECEMSEE - B@AB
CIT law and the corresponding transitional tax concession B EREBRER(ARNFEABRAI AR
policy and “The notice of tax policies relating to the FE S A BB R BB BT
implementation of the western China development strategy”. EHEEE-
Thirty-six (2020: Thirty-three) subsidiaries were granted tax =+ARE(ZZEZZF : =+ =H) FRF
exemptions in accordance with the policy of “The notice of EREBE(AREHREZIDLEMERERK
preferential tax policy for preliminary processing of agriculture ROBEMAINITEE (FIT) RmaE)
products”. BURER BT ©
The total taxable profits of the subsidiaries that are subject ERBEEENTARMNERFEF B8
to tax concessions amounted to approximately EHHARES517,179,000 0 (ZZE=F
RMBS3,517,179,000 (2020: RMB2,514,491,000) in aggregate. F: AR¥2514,491,0007T) °
()  The share of tax attributable to a joint venture and associates ) —FEEECERBMEQAEBLBEHIAR
amounting to approximately RMB12,284,000 (2020: 12,284,000 (Z T _FF: AR
RMB3,338,000) is included in “Share of profits and losses of 3,338,0007T) ' Bt AREERmEXHNIIE
a joint venture and associates” in the consolidated statement HEECERBE AR KA REE] -
of profit or loss.
12. DIVIDENDS 12. K&
2021 2020
—E-—F —E=TF
Notes RMB’000 RMB’000
B 5 AR®T T ARBFIT
Declared and paid during the year ANFEE TR M
Equity dividends on ordinary L 3E AR AR S
shares 1,071,002 706,661
Proposed for approval at the RERBRFRBEFAGHE
AGM
Equity dividends on ordinary TR S
shares:
Proposed final — RMB0.381 BRARRKRE — SkE
(2020: RMBO0.268) Ak AR®0.3817C
per ordinary share (ZE-_ZTF
AR#0.2687T) @/(b) 1,506,161 1,058,093




12. DIVIDENDS (continued)

13.

Notes:

(@)

The proposed final dividend for the year is subject to the
approval of the Company’s shareholders at the forthcoming
Annual General Meeting (the “AGM”).

NOTES TO
FINANCIAL STATEMENTS
Rl % ¥R 2E Bl X

12. BE w

B 3

(@)

BREEMABREARARBRRET —
ERFRRFARS ([BRBFAE]) HHk -

(o)  This dividend was not recognised as a liability in the b) ZREIERBE-_ZT-_—F+=H
consolidated financial statements for the year ended =+ HIEFEMNGEMBERRERLSE
31 December 2021 but will be reflected as an appropriation B - ENRBEABE_T__F+=A
of the share premium account for the year ending = t+t—HLEFEHNRNDREDE -
31 December 2022.
EARNINGS PER SHARE ATTRIBUTABLE 13. XA RIEEREBEEAELERE
TO ORDINARY EQUITY HOLDERS OF )
THE COMPANY
(a) Basic earnings per share (@) B E AR Z R
The basic earnings per share for the year is RNEEGRERBRNTIREBERNERAD
calculated by dividing the profit for the vyear BT EIRER AESFERAERNB
attributable to ordinary equity holders of the Company BTETEERNMEESEE -
by the weighted average number of ordinary shares
outstanding during the year.
A reconciliation of the weighted average number of =& 5% E AR 2 F B B A hnAE i A%
shares used in calculating the basic earnings per MHEB FET -
share amount is as follows:
2021 2020
—E-—& —TE=TF
Number of Number of
shares shares
- 4=] igry 4=
’000 000
T B T B
Issued ordinary shares at 1 January R—A—HEZ%1T
=Rl 3,948,108 3,935,015
Effect of share options exercised BT FEBRENTE 1,581 6,053
Effect of shares purchased under R ZEEETEIEE
share award scheme BHHzE (5,179) (11,8083)
Weighted average number of ordinary =t & i% & 7 22 7| B F
shares for the purpose of the basic #9338 AR N #E 39
earnings per share calculation 3,944,510 3,929,265
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13. EARNINGS PER SHARE ATTRIBUTABLE
TO ORDINARY EQUITY HOLDERS OF
THE COMPANY (continued)

(b)

Diluted earnings per share

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

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

(b)

13. %Qﬂ%ﬁﬂﬁ?ﬁﬁk@fﬁ%ﬂﬁ%
1f

&)

BREFAR
BRESENIREFARRE LB
BIEA AREFBRIAREFEESR
EXBNARBNFEFADETEBK
ML - ARBREMEREETE
N BEBARIERITEXBRSE
B IR B EHITH S B AR
BYGETH -

AT E S REE B T A i A AR
BB FET

2021 2020
—E=-—F —TTF
Number of Number of
CHETE shares
B 13 2 B grr- 4=
’000 ‘000
TR T
Weighted average number of ordinary &1 & &% Z A Z F| Fr
shares for the purpose of the basic EOREREEN QI R
earnings per share calculation 3,944,510 3,929,265
Effect of dilution — BExe —
Weighted average number of ordinary 3@ A% A4 SF 15 £ :
shares:
Share options B8 % e 12,860 8,306
Share awards ) 10,526 13,763
Weighted average number of ordinary =t & & i% #4358 22 7| £ F
shares for the purpose of the B9 3 3 AR N #E 39 £
diluted earnings per share
calculation 3,967,896 3,951,334




14. PROPERTY, PLANT AND EQUIPMENT

Freehold
land
KAERE
T
RMB’000
ARET T
At 1 January 2021 RZZ=-§-8-B
Cost B
Accumulated depreciation and ZEHE RALE
impairment
Net carrying amount REHE

At 1 January 2021, net of accumulated
depreciation and impairment

Additions

Transfers from construction in progress
(note 15)

Transfers to construction in progress
(note 15)

Transfers to investment properties
(note 16)

Acquisition of subsidiaries (note 42)

Disposals

Depreciation provided during the year
(note 7)

Exchange realignment

RZZ-—F—A—8  ME&:t
FERRE

NE

BRAERTE(H15)

HEE SR TR (M515)

HBRAZRENE (HiE16)

Wi 28 (MEEd2)
HE
FRFTERRE ()

BB

At 31 December 2021, net of
accumulated depreciation and
impairment

RZB=_—%+=-A=+—8"
MR R TERAE

At 31 December 2021
Cost

RZZZ—4§+-A=+—H
A

Accumulated depreciation and ZEHE RRLE
impairment
Net carrying amount BREHE

14. ¥ - BERZE

Buildings
and
structures
EER
BEY
RMB’000
AR®TR

Annual Report 2021 — 2= —FF#f

NOTES TO
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Plant and
machinery

R R 2
RMB’000
ARBTR

Office
equipment

MORMRE
RMB’000
ARBT R

ARBTR

Rl 1% ¥B 22 By 5

Motor

vehicles Total

RMB’000

)
RMB’000
AR
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14. PROPERTY, PLANT AND EQUIPMENT

(continued)

14. ¥ - BEERREw

Buildings
Freehold and Plant and Office
land structures machinery equipment Motor vehicles Total
KA FER
Tt BEY  BRERES N BHNE HEt
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETT ARETT ARETE ARETT AR®ETR
At 1 January 2020 R-Z2-25-A-H
Cost A 53,021 6,077,187 15,981,711 1,412,369 92,593 23,616,881
Accumulated depreciation and ZEHERRE

impairment —  (2407817)  (9260,113)  (769,976) (76.273)  (12,514,179)
Net carrying amount REFE 53,021 3,669,370 6,721,598 642,393 16,320 11,102,702
At 1 January 2020, net of accumulated RZZ-T5—-A—A8"

depreciation and impairment R 25T E RAlE 53,021 3,669,370 6,721,598 642,393 16,320 11,102,702
Additions AE - 30,671 239,873 170,401 1,249 442,194
Transfers from construction in progress BREBERTE (:H15)

(note 15) = 205,792 2,755,926 48,934 22 3,010,674
Transfers to construction in progress BREEERTRE (HH15)

(note 15) = (1,178) 20,373) = = (21,551)
Transfers from investment properties EREREME (HF16)

(note 16) = 5,742 = = = 5,742
Acquisition of subsidiaries (note 42) Wb F 3 8] (B E42) = = 10,796 153 - 10,949
Disposal of subsidiaries HETAR = (7,611) (4,799) (164) (14) (12,588)
Disposals g = (6953  (112,364) (13,707) (,141)  (134,165)
Impairment (note 6) AfE (FizE6) = (27,840) (20,494) (644) (59) (49,031)
Depreciation provided during the year FRFERE (H:ET)

(note 7) - (321,111)  (1,240,204)  (223,360) (4569)  (1,789,244)
Exchange realignment X A% 87 (3,385) (14,761) (970) (49) (19,078)
At 31 December 2020, net of RZZ-ZF+=-A=+—-8"

accumulated depreciation and R 25HT & Rl E

impairment 53,108 3,643,497 8,315,198 623,036 11,765 12,546,604
At 31 December 2020 R-Z-TE#+-A=+—H
Cost B A 53,108 6,298,160 18,723,146 1,566,089 86,908 26,727,411
Accumulated depreciation and ZHMERRE

impairment — (2754663 (10407,948)  (943,053) (75,143)  (14,180,807)
Net carrying amount REFE 53,108 3,543,497 8,315,198 623,036 11,765 12,546,604

(@)  The Group leases certain property, plant and equipment with @ AEERECEHETHERBLIE=FH

a net book value of approximately RMB112,295,000 (2020:

RMB213,791,000) to

independent third parties under

operating lease arrangements, with lease terms ranging from
one to three years (2020: one to three years) (note 17).

EETHE  BFEERENRIFEOA
R#112,295,000L (Z T =%
213,791,0007T) - HERH —FE=F
(ZZ2-ZF: —Fx=F)(HZE17) °

F:ARE
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15. CONSTRUCTION IN PROGRESS 15. &8I E
Movements of construction in progress are as follows: REEMNTEIRESNT :
2021 2020
—EB-— & e ShanlcoF -
RMB’000 RMB’000
AR®T T AR¥ET T
Carrying amount at beginning of year FHREHEE 2,729,469 2,231,333
Additions during the year FRARE 5,484,869 3,531,636
Transfers from property, plant and HEOYE  BE &G
equipment (note 14) (MFEE14) 102,909 21,551
Transfers to property, plant and EEEYE - HE REE
equipment (note 14) (FFsE14) (5,687,686) (3,010,674)
Transfers to other intangible assets EREHMEEE
(note 19) (Kft=E19) (39,494) (44,342)
Acquisition of subsidiaries (note 42) W al (fizEd2) 30,796 33
Exchange realignment e NP (1,461) (68)
Carrying amount at end of year FREREE 2,619,402 2,729,469
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16. INVESTMENT PROPERTIES 16. REWE
2021 2020
—E-—fF —ETFF
RMB’000 RMB’000
AR®T T ARBFIT
At 1 January, net of accumulated R—A—8 Rt
depreciation e 63,924 73,548
Transfers from property, plant and EEREME  BEREE
equipment (note 14) (fF3E14) 3,151 =
Transfers to property, plant and EEEYE - HE REE
equipment (note 14) (Fg3E14) = (5,742)
Depreciation provided during the year FRIFTERE (M)
(note 7) (4,567) (3,882)
At 31 December, net of accumulated R+—_A=+—8"
depreciation R EFTINE 62,508 63,924
At 31 December R+=—A=+—H
Cost B 7R 85,317 72,266
Accumulated depreciation 2 E (22,809) (8,342)
Net carrying amount BREFE 62,508 63,924

The fair value of the investment properties, as determined
by the directors of the Company, based on the market
approach with reference to market transaction prices of
similar properties, taking into account other factors, i.e.,
characteristics of the properties and
estimated to be approximately RMB185,160,000 as at
31 December 2021 (2020: RMB171,950,000).

locations, was

BN ERFE MBS

REMENREN B _—F+-A=+—
Btz 45 A R#185,160,0007T (=&

= —

T4 A R#171,950,0007T) ' % AR A
HARRZEERIEMS AR ERUDE
NTERPERETE @ TEFTEREMAZ -
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16. INVESTMENT PROPERTIES (continueq) 16. BEWHE w
Fair value hierarchy NRERER
The following table illustrates the fair value measurement TRHEINEEAEBRRENEN R ER
hierarchy of the Group’s investment properties: 2EER

Fair value measurements as at 31 December 2021 using
R-B--S+-A=t-AFEANDAETE
Quoted
prices in Significant Significant
active observable unobservable
markets inputs inputs

(Level 1) (Level 2) (Level 3)

ERMEN  EATER EATUEE

HE BABE BAHE
(E—#) (£=%) (B=8) A5t
RMB’000 RMB’000 RMB’000 RMB’000
AR#TRT AR%TRT AR%TR AR%T:

Fair value measurement for: RTIEENDAETNE:
Commercial properties EliRES - 185,160 - 185,160
Fair value measurements as at 31 December 2020 using
RZZEZZE+-A=+—AFRANAAEHE
Quoted Significant Significant
prices in observable  unobservable
active markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
ERMEN EATHE EATATER
BRE B AR B ABE
(E—#) (B=R) (B=H) @at
RMB’000 RMB’000 RMB’000 RMB’000
ARBTT ARETT ARETR ARET:R
Fair value measurement for: RIS EN AR EFE:

Commercial properties EliEkuES = 171,950 = 171,950
During the year, there were no transfers of fair value FR - ARBEFEMELESE —REE L
measurements between Level 1 and Level 2 and no ZHEER NEEAF=fEFE=RE
transfers into or out of Level 3 (2020: Nil). B(ZEZ2F &) o
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17. LEASES

China Mengniu Dairy Company Limited FEIR4 ¥ ER AT

17. A&

The Group as a lessee

The Group has lease contracts for various items of
buildings and structures, plant and machinery, motor
vehicles, office equipment and land use rights used in its
operations. Lump sum payments were made upfront to
acquire the leased land from the owners with lease periods
of approximately 50 years, and no ongoing payments will be
made under the terms of these land leases. Leases of
buildings and structures generally have lease terms between
1 and 10 years; plant and machinery and office equipment
generally have lease terms between 1 and 7 years; while
motor vehicles generally have lease terms between 2 and 4
years. Generally, the Group is restricted from assigning and
subleasing the leased assets outside the Group.

(a) __Right-of-use assets
The carrying amount of right-of-use assets of the
Group and the movements during the year are as

REBEREBEA
AEERERNEENEEREZED K

Rtz - Bk WoRBRLUER
BTFZERENEESL CEEEL—
RUENFAREZIWERE L HHAR
#1505 - BERBEZF I MWHEN KGR 8
TERBEXNERMFIE - FEREEYH
HBE—RNF—Z2+F  BEREREHR
AREOHEHB—BNF—ZELF MER
RENHEB RN F_ZOEF - —RMF -
AEBAAMAEEAIIATEHERDH
HEEBE -

AEEFAFEAREENFEERERE
7R N

follows:

Right-of-use assets

ERELE
Buildings
and Plant and Office Motor Land use
structures  machinery  equipment vehicles rights Total
EER
BEY RERKS BORE BRRE AR st
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARMTT AR®TRT AR®TRT AR¥Tz AR%Tn AR%Txn
As at 1 January 2021 R-B--%$-A—-A 102,759 421,335 72 693 1,322,816 1,847,675
Additions NE 125,997 364,927 = = 71,169 562,093
Additions as a result of acquisition of G SN EST: bl
subsidiaries (note 42) (H=E42) 22,883 - - - 14,241 37,124
Depreciation charge (note 7) WERX (MEFT7) (80,817) (179,622) (72) (641) (32,610 (293,762)
Early termination RATARIE (7,648) = = = = (7,648)
Exchange realignment X A% (2,077) (98) = (52) (1,115) (3,342
As at 31 December 2021 RZZ=—F
+=A=t+—-H 161,097 606,542 = = 1,374,501 2,142,140
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The Group as a lessee (continued)
(a) __Right-of-use assets (continued)
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17. HEw
AEBEAEAEAA@®
a & E (&)
Right-of-use assets
FREEE
Buildings
and Plant and Office Motor Land use
structures machinery equipment vehicles rights Total
FER
BEY  BERME WRRE BERE AR @it

RMB'000 ~ RMB'O00  RMB'000  RMB'O00  RMB'000  RMB'000
ARBTRE ARETT ARETR ARETT ARETR ARETE

As at 1 January 2020 R-ZE-_FTF—F—H 138,244 400,167 436 1,454 1,157,507 1,697,808
Additions NE 57,943 174,607 - - 214,512 447,062
Additions as a result of acquisition of BT ARBHAEM
subsidiaries (note 42) (F=E42) 216 = = = = 216
Depreciation charge (note 7) WERX (MF7) (75,746) (153,441) (364) (789) (26,137) (256,477)
Disposal of subsidiaries HEFAR - - - = (88) (288)
Impairment (note 6) BB (M 5E6) = = = = (22,778) (22,778)
Early termination AL (18,386) = = = - (18,386)
Exchange realignment X% 488 2 = 28 = 518
As at 31 December 2020 i S 33
+=-A=+—-H 102,759 421,335 72 693 1,322,816 1,847,675
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17. LEASES (continued)
The Group as a lessee (continued)
(b) __Lease liabilities
The carrying amount of lease liabilities (included under
interest-bearing bank and other borrowings) of the
Group and the movements during the year are as

follows:

17. HE@w
AEBEREEA @

b) HEEE
AEEFANEEEE GIAGTEEIT
MEMER) NEAARESHOT

2021 2020
—E-—F —EETF
RMB’000 RMB’000
AR®ET ARET T
Carrying amount at 1 January R—A—HMEREE 481,453 499,402
New leases mEE 335,731 199,762
Additions as a result of acquisition U&7 A &) & B A1 N
of subsidiaries 23,025 —
Accretion of interest recognised FABHERFE (FIzE8)
during the year (note 8) 25,462 21,780
Exchange realignment bE 3 (231) 279
Covid-19-related rent concessions  #1AE AR m & % B E R
from lessors HeER = (3,089)
Payments (BN (307,316) (188,198)
Early termination IRAT#X IE (7,854) (48,483)
Carrying amount at 31 December R+=-A=+—HH
FREE 550,270 481,453
Analysed into: PakiI= 1
Current portion Vi k:i e 190,472 157,187
Non-current portion IERE) I 359,798 324,266

note 49 to the financial statements.

The maturity analysis of lease liabilities is disclosed in

HE & BN TR B R R M
4937 F& -



17. LEASES (continued)

The Group as a lessee (continued)
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17. HE =

(c) The amounts recognised in profit or loss in relation to

leases are as follows:

AEBEAEBEA @
(c) MRiEZPHEIRHNEERBIELT

2021 2020
—E-—F T T
RMB’000 RMB’000
AR% T ARMT T
Interest on lease liabilities (note 8)  FAE & FEF.E (M&E8) 25,462 21,780
Depreciation charge of right-of-use  {# REZETE (Ki£7)
assets (note 7) 293,762 256,477
Expense relating to short-term HEHEEEEMNRAY
leases (note 7(b)) (f7E7 (b)) 134,446 111,878
Expense relating to leases of HEEEEENHESH
low-value assets (note 7(b)) " (BT 5E7(0)) 5,023 4,645
Variable lease payments not Rt AHEABEFEMNT
included in the measurement of FHEFIAE (7))
lease liabilities (note 7(b)) 34,503 25,323
Covid-19-related rent concessions  # A E AR m F & B R
from lessors TER - (3,089)
Total amount recognised in profit or 1825 fE R A FIH 2 58
loss 493,196 417,014

(d) _Variable lease payments

The Group leased a number of the warehouses which
contain variable lease payment terms that are based
on the Group’s actual usage area in the warehouses.

There are also minimum annual

arrangements for these

base

rental

leases. The Group has

recognised certain right-of-use assets for the fixed
lease payments. The variable lease payments that do
not depend on an index or a rate are recognised as
an expense in the period in which the event or
condition that triggers the payment occurs.

a,

A B 7 TE

AEEHESZEEE  ZEHERS
UAREERZERENEREREE
RERE R EFRGEK - ZFH
ENRERBFEEAHEE R - A
SECHEEHERRERE TEM
REE - W MRBEREBRA Ry a] &
HEFE R GBS R E A AR
BHEMNHEERA/IWL -
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17. LEASES (continued)

The Group as a lessor

The Group leases property, plant and equipment (note 14)
and investment properties (note 16) under operating lease
arrangements. Rental income recognised by the Group
during the year amounted to RMB89,587,000 (2020:
RMB66,214,000), details of which are included in note 5 to
the financial statements.

At 31 December 2021, the undiscounted lease payments
receivable by the Group in future periods under
non-cancellable operating leases with its tenants are as
follows:

17. HEw

AEBEAEEA
AEBBECLEHELTHLAEYE K
B R fE (HE14) RIEEWE (ME16) »
FAAEEREIANASURABARE
89,587,000 (=TT F : AR®
66,214,0007T) * B EFBER T R KW
FE5 °

R-ZZE-_—F+-_A=1t—8 REFA
HELLEHE AEERRERERPH
RREIREEFELT ¢

2021 2020

—E-—F —ET-FF

RMB’000 RMB’000

AR® T ARBFIT

Within one year —F A 19,138 26,691
After one year but within two years —FREMENA 6,451 30,529
After two years but within three years MERB=ZFR 1,856 17,442
After three years but within four years —FRBIONER 1,262 3,197
After four years but within five years MEZERFNRN 920 2,654
After five years AFE 371 2,436
29,998 82,949
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18. GOODWILL 18. &
2021 2020
—E-—F —ETFF
RMB’000 RMB’000
AR®T T ARBFIT
Carrying amount at 1 January R—HA—BrEEE 4,883,291 4,718,657
Acquisition of subsidiaries (note 42) WEEF A (MfsE42) 829,329 92,091
Impairment during the year FARE (K526 %20)

(notes 6 & 20) (621,230) —
Exchange realignment e NP (233,703) 72,543
Carrying amount at 31 December R+-—A=+—8K

BRmEE 4,857,687 4,883,291
At 31 December R+=—A=+—H
Cost DN 10,096,620 9,500,994
Accumulated impairment ZEHRE (5,238,933) (4,617,703)
Carrying amount at 31 December R+=—A=+—HBHK

FREE 4,857,687 4,883,291

As at 31 December 2021 and 2020, the goodwill was
tested for impairment (note 20).

RZBE-_—FR-_ZF-F

F+=A=+—

B EmEEETRERNR (HFE20) -
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19. OTHER INTANGIBLE ASSETS

Movements of other intangible assets are as follows:

10. HWEEEE

Hitp B EEZBIT ¢

Distribution

channels and

Computer customer
Trademarks software relationships Total

PHRER
5] EEHS EFR% @t
RMB’000 RMB’000 RMB’000 RMB’000
AR¥TR ARETR ARETR AR¥TR

Note a Note b

Kzt a W& b

Cost at 1 January 2021, net of RZE-_—%—A—-8"

acoumulated amortisation RAARME - R R 7,195,438 403,061 118,841 7,717,340
Acquisition of subsidiaries (note 42) BT AR (ffsE42) 926,300 46,567 - 972,867
Additions NE = 37,509 = 37,509
Transfer from construction in progress BEATZIR(HE15)

(note 15) = 39,494 = 39,494
Amortisation provided during the year FRETREH (T

(note 7) = (70,638) (13,287) (83,925)
Impairment during the year (note 6) FRRE (fEE6) (200,000) (4,306) - (204,306)
Exchange realignment fE 5% (473,920 (3,441) (2,175) (479,536)
At 31 December 2021 R-ZE-_—%+=-A=1+—H 7,447,818 448,246 103,379 7,999,443
At 31 December 2021 RZZZ-F+-A=+—H
Cost B 7,820,875 858,342 162,683 8,841,900
Accumulated amortisation and impairment  Z&HEE$E R (E (373,057) (410,096) (59,304) (842,457)
Net carrying amount REFE 7,447,818 448,246 103,379 7,999,443
Cost at 1 January 2020, net of R-ZZE-_TF—-H—R"

accumulated amortisation RAAE MR E 7,046,014 401,928 135,473 7,583,415
Acquisition of subsidiaries (note 42) Yo A) (Fi3E42) = 7 — 7
Additions NE - 29,570 - 29,5670
Transfer from construction in progress BREATEIR(ME15)

(note 15) — 44,342 — 44,342
Amortisation provided during the year FREHREE ()

(note 7) — (68,222) (19,043) (87,265)
Disposal of subsidiaries HEFAF = (4,687) = (4,687)
Impairment during the year (note 6) FRRE (fFE6) = = (3,831) (3,831)
Exchange realignment EHAR 149,424 123 6,242 155,789
At 31 December 2020 R-ZE-TF+-A=1+—H 7,195,438 403,061 118,841 7,717,340
At 31 December 2020 RZE-TF+-A=1+—H
Cost A 7,384,095 666,218 173,278 8,223,591
Accumulated amortisation and impairment  Z 85 KR E (188,657) (263,157) (54,437) (506,251)
Net carrying amount REFE 7,195,438 403,061 118,841 7,717,340
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19. OTHER INTANGIBLE ASSETS (continueq)

20.

Notes:

(@)

As at 31 December 2021, there were six trademarks: one
trademark acquired in 2007 at a cost of RMB15,690,000,
which was stated at cost less any impairment losses and
was amortised on the straight-line basis over its estimated
useful life of 10 years; and five trademarks acquired as part
of business combination, of which one was acquired in 2013
at RMB1,366,000,000, one was acquired in 2016 at
RMB283,047,000, two were acquired in 2019 at
RMB5,232,104,000 and RMB40,996,000, respectively, and
the remaining one was acquired in 2021 at
RMB926,300,000, which were regarded as having indefinite
useful lives because the trademarked products are expected
to generate net cash inflows indefinitely. As at 31 December
2021, trademarks with indefinite useful lives were tested for
impairment (note 20).

The exclusive right of distribution channels and customer
relationships acquired in business combination were stated at
cost less any impairment losses and were amortised on the
straight-line basis over their estimated useful lives ranging
from 5 to 15 years.

IMPAIRMENT TESTING OF GOODWILL
AND TRADEMARKS WITH INDEFINITE
USEFUL LIVES

Goodwill and trademarks with indefinite useful lives acquired
through business combinations have been allocated to the
following cash-generating units (the “CGUs”) or groups of
cash-generating units (the “CGU Groups”) for impairment
testing:

liquid milk products CGU Group

ice cream products CGU Group

low temperature products CGU Group

Yashili CGU Group

Bellamy CGU Group

AICE CGU Group

ANI CGU Group

19.

20.
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Hit B EEw
e
@ BE-T--—F+-A=+-A0 BHEK

ENE: —EAR—ZTEFIRKAARE
15,690,000 7L e i + B IRACAE R X 17
BB R S BR R A B A IR B AR Al 5 A
FH+FEE  SHNAMEANEBEEEHF—
o Hbh—EAR_ZT—=FUAARKE
1,366,000,000C i « —ER =T — 5
LA A R #283,047,0007 Y B8 ~ FR1E A =
T—hF 5 B A A R#5,232,104,00070
B A R # 40,996,000 7T W B8 - Flgg— @R
— T = —F A AR®926,300,0007T i
B WERIREREHRA AERBEEF
WeRAMWAR BESERAIEREE -
R-ZE-_—F+-_A=+—H EREH
FHNEEZEEEITRER R (F5E20) ©

EBEHBMEBNIHEREZEELRTFH
BRI RASRAE R E R 1R 5 BRI S E
AETAFNEFAERFHREREE
B o

%ﬁi&ﬁﬂ@ﬁiﬁﬁﬂﬂﬁﬁ%%ﬁﬂﬁ
il

BREBAHRENEELRERERAFH
BRESEETIREELEM(REE
EBDFREELBEMARNREEE
B AR D ERER

BREPERBRCELBEMHER

PEOHE IR & 2 & B A A 5

EERERBRECELEMAR

ML IR & E A B AR R

BRokBReEE EM AR

AICEIR & E= 4 B {48 7

ANIZE & = 4 B 748 B
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20.

IMPAIRMENT TESTING OF GOODWILL

AND TRADEMARKS WITH INDEFINITE
LIVES (continued)

Goodwill and trademarks with indefinite useful lives included
in other intangible assets allocated to each of the CGUs or

CGU Groups are as follows:

Yashili
jis g

Liquid milk products
HEDER

Ice cream products
KEHER
2020
ZTRE e
RMB'000

2020
I3ITF
RVB'000

2020

RMB'000

Z30TF

20.

Low temperature products

ERER

2021

£

RMB'000

2020

Z30TF
RVB'000

RMB'000

BERERMERFHEENRE
I,\Ijﬁit(éa
SEEERSELBLUNREELELMA
Al & AT B R E T8 2 EY R A
RERERNEENT

Bellamy AICE ANI Total
BRIk AICE AN a3t

2021 2020 2021 2020 2021
N TOTF Rl - TOTE et
VGO0 RMB000 TGOV RMB000

2020
-$-%%
RMB'000

2021 2020
e B
RMB'000 VAU

il | 5577 ll | 577 il \zn77 NETael \rn T NETael (st T NELael \rt T NELRel \rtT RETRel \RE TR
Goodwill 3 349,890 12,317 72,317 11,385,908 1,385,908 318,248 318248 | 2,540,229 2,756,933 554,102 = 240,681 — | 5478917 4,883,291
Impaiment B = = = = = = = —- (621,230 = = = - - (621,230 =
367,437 349,890 12,317 72,317 11,385,908 1,385,908 318,248 318248 |+ 1,918999 2,756,933 554,102 = 240,681 — | 4857,687 4883291
Trademarks HE 40,99 40,99 = - | 1475990 1475990 = — | 523,104 | 5678452 898,728 - = - | 1,647818 7,195,438
Impaiment HE - - - - (200,000 - - - - - - - - - (200,000 -
40,99 40,99 = - 1215990 1475990 = — 5232104 | 5678452 898,728 - S - 1447818 7,195,438
408,433 390,886 72317 72,317 | 2,661,898 2,861,893 318,248 318248 | 7,151,103 8435385 |« 1,452,830 = 240,681 — 12,305,505 12,078,729
The recoverable amount of each CGU or CGU Group has FReEELEBENNIREEESEMAR A A
been determined based on value-in-use calculation using WEISBE LR REE A B REN MK
cash flow projections based on financial budgets or E‘E HTEAAREE HABRSREEAG

forecasts approved by senior management.

Assumptions were used in the value-in-use calculation of
each CGU or CGU Group for 31 December 2021 and
2020. The following describes each key assumption on
which management has based its cash flow projections to

undertake the impairment testing:

a) Budgeted gross margins —

expected increase in production costs.

b) Raw materials’ price fluctuation — Reference is made
to the actual data of the past year of countries from

where the raw materials are sourced.

C) Discount rates — The discount rates used are before
tax and reflect specific risks relating to the relevant

CGUs or CGU Groups.

The basis used to
determine the value assigned to the budgeted gross
margins is the average gross margin achieved in the
three years immediately before the budget vyear,
adjusted for expected efficiency improvements and

BERENEREETNEE -

HE T FR-T_TFT_RA=1—
AXREELES LLYE@@FE 5 48 51 &9
FHRHEERFEAETRE EEEXRRS
MERAETREAAMKENSIEEE
fRE&FFMMT -

a) HBEEEMNE - AREEHEEENZ
BENEEDNERREFTEN =FE
HEFHEN X - A EFEFTREER
Tt R FAER A AR ANIE AN T AT o

by BEMHEREY — 2ERHMKRERE
REFERHBE -

o WX — PAAFRRKTIHAIL KR
FRReELENIATELEUME
Bl B4 TE LR o



20.

IMPAIRMENT TESTING OF GOODWILL
AND TRADEMARKS WITH INDEFINITE
LIVES (continued)

d) Growth rates — The growth rates used to extrapolate
the cash flows beyond the financial forecast period are
based on the estimated growth rate of each unit,
taking into account the industry growth rate, past
experience and the medium or long term growth
target of each CGU or CGU Group.

The discount rates applied to cash flow projections and the
growth rates used to extrapolate cash flows beyond the
period are as follows:

Liquid milk products CGU Group RENERR S EEBEMER
Ice cream products CGU Group IKEME R S EE BN AR
Low temperature products CGU Group REERRSELEMMAT
Yashili CGU Group HrHREELSENAR
Bellamy CGU Group BRORREEEBMAT
AICE CGU Group AICER £ &= £ Ef A7

ANI CGU Group ANR @ EE B8R

—B-—FFH
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20. BEREREAFHHRNRE

//\IJ ﬁi (&)

d #BRX — BREERRFEARNE
BEREMBRE  HUAKEMMNG
AR RQEE W EETELER
% BARRRSHSELE B NH
SEABVARNTRAEREE:
CHIEE X

ARIReREBAMNITIR XK AR ERTE
BB ER e REHEMERERNT

Discount rate Growth rate
TRE BRX

12.11% 11.31% 4.0% 4.0%
12.37% 11.47% 3.0% 3.0%
13.42% 13.33% 3.0% 3.0%
13.32% 13.85% 3.0% 3.0%
12.00% 11.40% 2.5% 2.0%
15.92% - 4.0% -
13.99% - 2.0% -

The values assigned to key assumptions are consistent with
external information sources.

During 2021, due to the deterioration of the performance of
the Bellamy CGU, the directors have consequently
determined to recognise an impairment loss of the goodwill
directly related to the Bellamy CGU amounting to
RMB621,230,000 (note 6).

During 2021, due to the change in brand strategy and
deterioration of performance of the Dumex infant formula
products CGU, the directors determined to recognise an
impairment loss of the Dumex trademark of
RMB200,000,000(note 6), which is directly related to the
Dumex infant formula products CGU.

TE2EERNBERINBBUERIR 2 -

T —FRN - ARERNKBESELBN
EBETHR BMEFTATHEREENKES
ELfEVEEHBNEERESBARE
621,230,0007T (Ki5E6) o

“E-—FR AR mERENRE R %X
RN TE T ERBE CEESBMERTIE
WESAERRLELEEREBEAR
#200,000,0007T (M 5E6) + % X% 82 1)
RESTERRSELBEMNEEESR -
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Rl 5 SR EBIEE
20. IMPAIRMENT TESTING OF GOODWILL 20. FEREREAFHEBEENRE
AND TRADEMARKS WITH INDEFINITE A E 0
LIVES (continued)
In the opinion of the Company’s directors, as at KRABEER —E—F+=H
31 December 2021, any reasonably possible change in the =+—8" THﬁZ@éﬁﬁﬁﬁﬁE’\E’]IEfﬁ’ B4
key assumption on which the recoverable amount is based MEA A EMNABREE T2 BEEIR
would not cause the CGU’s or CGU Group’s carrying cEABNKBESELEEMARMNEREE
amount to exceed its recoverable amount. B E U B S5 -
21. INVESTMENT IN A JOINT VENTURE 21. R—RXEELENRE
2021 2020
:;ﬁ:—ﬂi — 7 — i
RMB’000 RMB’000
AR T AREF T
Share of net assets I FEE - 60,065
Goodwill on acquisition WEEFHHE — 43,362
= 103,427

The Group’s trade receivable and payable balances with the
joint venture are disclosed in note 46 to the financial
statements.

In 2021, the Group acquired an additional 50% equity
interest in Tianxianpei (Shanghai) Technology Co., Ltd
(“Tianxianpei”), in which the Group previously held a 50%
equity interest and classified as an investment in a joint
venture (Note 42).

AEBEEG SR HH RN
AR *ﬁ%ﬁé IS MR M 46 R EE -

R-FB-_—F AEEBRERKE(L
BIMBARAR ([ RFk] - AEEZH
FrABO%M B HHEBEANAERLEN
RE)50% k) A (FfE42)
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Rl 5% ¥R 22 MU X
INVESTMENTS IN ASSOCIATES 22, REEENTINIKRE
2021 2020
—E-—F —E-EF
RMB’000 RMB’000
AR T AR¥ET T
Share of net assets EIRFEE 8,839,358 6,539,732
Goodwill on acquisition WSS R E 6,954,516 2,480,732
15,793,874 9,020,464

The Group’s trade receivable and payable balances with
associates are disclosed in note 46 to the financial
statements.

Particulars of the material associate are as follows:

(@) China Modern Dairy

Particulars of issued Place of

7K S5 | LG i R A 7 D O P AR R e R A

AR K A BRI B 7S R R M RE 46 R EE -

EEWHENFNFBOT ¢
(@) HEIRKHE

Percentage of equity interest
attributable to the Group

Name shares held incorporation (indirect) Principal activity
AEBELMHNRER DL
£1B BRAEERTROFE SMHEILBR (R ) FEXK

2021 2020
e el —=—=%

China Modern Dairy Ordinary shares of Cayman lIslands 56.36% 57.69% Production and
Holdings Ltd. () HK$0.1 each HEHS sale of milk
B AR AR E B R A R() BRREE0AB T EEREEST

B A

China Modern Dairy, which is considered a material
associate of the Group, is a strategic partner of the
Group mainly engaged in the manufacture and
distribution of raw milk and liquid milk products.

As at 31 December 2016, the Group held
1,347,903,000 shares of China Modern Dairy,
representing approximately 25.41% of the issued
share capital and accounted for China Modern Dairy
as an associate using the equity method.

TRERABERESASEER S
DA BAKEEZRERPMARE
PDEREEREHEEGORBEEH -

R-ZE—AE+=-A=+—8  &&
& 5 51,347,903,000 % 7 B8 28 R 44
25 0 (RBBITRAL25.41% » I
ERERERKEES KB E QR
LAREZREANER o
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22. INVESTMENTS IN ASSOCIATES (continuea)

(a)

China Modern Dalry (continued)

On 7 February 2017, the Group acquired additional
965,465,750 shares in China Modern Dairy at a cash
consideration of HK$1,873,003,555 (equivalent to
RMB1,662,834,000), which is equivalent to HK$1.94
per share. As such, up to 7 February 2017, the
Group owned an aggregate of 2,313,368,750 shares
of China Modern Dairy, representing approximately
37.73% of the issued share capital. Accordingly,
pursuant to the Code on Takeovers and Mergers
published by the Securities and Futures Commission
of Hong Kong, the Group was required to make a
conditional mandatory cash offer (i) for all the issued
shares in China Modern Dairy (other than those
already owned or agreed to be acquired by the
Group) (the “Share Offer”), and (ii) for the cancellation
of all outstanding share options of China Modern Dairy
(the “Option Offer”, together with the Share Offer
referred to as the “Cash Offer”) on 14 February 2017.
On the final closing date of the Cash Offer on
21 March 2017, valid acceptances of the Share Offer
have been received in respect of 1,442,400,662
shares and valid acceptances of the Option Offer have
been received in respect of 264,320,873 options, with
a total cash consideration of HK$2,846,376,965
(equivalent to RMB2,526,985,000). Accordingly, after
the completion of the Cash Offer, the Group held an
aggregate of 3,755,769,412 shares of China Modern
Dairy, representing approximately 61.25% of the
issued share capital. Upon completion of the Cash
Offer, two additional directors representing the
Company were appointed to the board of directors of
China Modern Dairy. As a result, three out of a total
of nine directors of China Modern Dairy represented
the Company.

22,

RBERTANREw

(a)

AR B IR A )
RZE—+tF-_A+H AEEWE
R B 3R A B 2 BE 91N965,465,750 1% AR
% 3% KR8 5B1,873,003,555% JT
(& N AR #¥1,662,834,0007T) °
HERTBRIM1.9487T - Bitt - &
E-T—+F-_A+H AEEER
4 #£2,313,368,750 4% 7 B0 3R X 4 2
f&fn - (EE BT AL37.73% °
b BEEEFSFLRPESEHERS
BEEMMCARIKERAEGTAD
AEBER-_T—tF-_A+NAR®
()i 2 B B B 1T B3R R AR (D
(FEEEHA KR ERBHRD KR
SR Z49]) - R()ESEFT B
RITER P B IR A AR ZERE AR ([ I8 A%
B BRBROENERBAEIRES
) IREBEERFIERSEL -
RESENREH AR =%
—+tE=A=-+—8"#% &
1,442,400,662 1% iz 10 < B 10 B H %
TR B EM - AR P K264,320,873
MBREBRBEZNEES WU
4 - 4838 & K (8 52,846,376,965 75
T (HHE R AR®?2,526,985,000
L) cEHI  RIREBHZME - A
B AE 4G ££38,755,769,412f%
HARBERSG  HEBITRALD
61.25% > REAKIRE BL1E - I
FRRARBNESEZENMAFRE
BRBMENESS - Bt - EEHEAN
FHRRRERBEESTHEF =K
b N/NCT I
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22. INVESTMENTS IN ASSOCIATES (continueq) 22, REEERNTINBRE W
(@) China Modern Dairy (continued) (a) H !Iﬁn'fk}l&%(%
On 6 June 2017, the Company issued RZZE—+tF/NHAKRE  ARFIET
US$194,800,000 exchangeable bonds due 2022 (the 194,800,000 TR & = =
“2017 Exchangeable Bonds”), which are exchangeable MM RBRES ([ ZE—+F7
into 689,438,782 shares of China Modern Dairy at the RpESR])  HABRRBREZREIRE
notional exchange price of HK$2.1995 per share, (BRI (7H2.19958 1) E i A
representing approximately 11.24% of the issued 689,438,782 A8 R B IR K M fn (15
share capital, together with adjustment for all cash DEITIRAA11.24%) » ERIFGE -
dividends or distribution paid by China Modern Dairy T+t & NARNEBEEBA B
from 6 June 2017 to the exchange date. In RARWENAEENRERELDIE
connection with the issuance of the Exchangeable EL AR - BT RRES - RIB
Bonds, the Company, as lender, lent to BOCI —MmERBE ((ERpE]) - K27
Financial Products Limited, as borrower, 689,438,782 ({ERHER) ﬁﬁPfElB’%/fﬂEﬁ:ﬁ
shares of China Modern Dairy in aggregate (the RAal (EAMEH) HEAE R
“Loaned Securities”), which represented approximately 689,438,782 % A B IR X 4K % M {9
11.24% of the issued share capital, of China Modern ([fEEEH]) AP BBERKED %
Dairy in accordance with a securities lending TR AR #11.24% - B &R £
agreement (the “Securities Lending Agreement”). Upon B EEHEFANEEEEALEESE
the effectiveness of the Securities Lending Agreement, ETER
voting rights in relation to the loaned securities
passed from the lender to the borrower.
On 29 August 2017, the Group disposed of RZZ2—+tFNAZ+HIB  K~&H
30,000,000 shares of China Modern Dairy, £ 30,000,000 A% A B8 28 A H 3 A% 1D
representing approximately 0.49% of the issued share (EBBETRAL0.49%) » WS R(E
capital, for a cash consideration of HK$41,400,000 /41,400,000 7T (FH & R A R
(equivalent to RMB35,082,000), resulting in a loss of 35,082,0007L) - EEH AR 3515
RMB18,204,000 recognised in profit or loss. 18,204,000 7T /&5 18 1A 18 25 1 32
Consequently, the Group held an aggregate of bt AEEFEA A #£3,725, 769 412
3,725,769,412 shares of China Modern Dairy, A A B3R BUCR AR ) (15 B BT
representing approximately 60.77% of the issued #4960.77%) °
share capital.
On 20 September 2019, China Modern Dairy entered RZZE—NAFNRAZTH FERRK
into a subscription agreement to conditionally agreed WEBE=FIIURERZE  LEK
to allot and issue for 276,228,409 subscription shares 5[5 = B 3 K 32 17276,228,409 0% 72
to a third party. Upon completion of the relevant Bl - NI mRTKE  ~AEE
agreement, the Group held approximately 58.15% of 5B #958.15% F B I R M B 317

the issued share capital of China Modern Dairy. IR o
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22.

INVESTMENTS IN ASSOCIATES (continueq)
(a) China Modern Dalry (continued)

On 5 June 2020, the Company redeemed 2017

Exchangeable Bonds. On 24 June 2020,

Company issued US$100,000,000 exchangeable
bonds due 2023 (the “2020 Exchangeable Bonds”) at
the interest rate of 1.50% per annum payable
semi-annually, which are exchangeable into
613,877,227 shares of China Modern Dairy at the
notional exchange price of HK$1.2625 per share,
representing approximately 9.58% of the issued share
capital of China Modern Dairy. In connection with the

issuance of the 2020 Exchangeable Bonds,

Company, as lender, lent to BOCI, as borrower,

613,877,227 shares of China Modern Dairy

aggregate (the “Loaned Securities”), which represent
approximately 9.58% of the issued share capital of
China Modern Dairy, in accordance with a securities
lending agreement (the “Securities Lending
Agreement”). Upon the effectiveness of the Securities
Lending Agreement, voting rights in relation to the
loaned securities passed from the lender to the

borrower.

On 27 August 2020, China Modern Dairy issued

50,930,832 shares with the exercise of

management option scheme. Upon completion of the
issuance, the Group held approximately 57.69% of

the issued share capital of China Modern Dairy.

On 27 January 2021,

decreased to approximately 52.41%.

equity interests in China Modern Dairy.

China Modern Dairy issued
650,000,000 new shares to investors and accordingly
the Group’s shareholdings in China Modern Dairy
The Group
recognized a gain of RMB79,041,000 in other income
and gains (note 5) on the deemed partial disposal of

Bt E

(a)

AR EREw®

AR B IR A )

R -FFXARH KARER
T EFARBES - RZE T
FRNAZTMA KRARKRFEGEEF
T EAB0%BEITHR T = =F 5|
H1#9100,000,0003 7T A] X # & %
([ZZE=_ZFARBEF]) @ AR
ZEIBBEEIN.2625/8 TR A
B35 A ¥ 19613,877,227 B B 17
HEREERKREERTRALD
958% - BT T _TFARKR
&% AQF (ERBHER) RIEES
& i ([5G H ) mBOCI
(EREH)E LA ££613,877, 227Hx
FEIIRARHMERS ([BHESF]) -
MR EEARKED BT J&NZ@
9.58% ° 175 {8 L s £ R - &
HESNEEEREEIEZETE
730

RZZEZZEFNAZ++EH - #EE
RBETEEEEBREZ - 31T
50,930,832% % 7 ° ZHITRAKIE * &
SEFEPBEBARKRESBITRALY
57.69% °

R-ZE-_—F—A-_++H FHR
AR ZE A % & #& E% 17650,000,000 4%
AR - B - A B AT EIR A4
EMIRE T EE452.41% - NEES
1EBB S & BT i o B IR R AR ZE B R
Hab g A RS (HaEs) Rk A
AR #79,041,0007T °



22. INVESTMENTS IN ASSOCIATES (continuea)

(a)

China Modern Dalry (continued)

During the vyear of 2021, US$11,700,000
exchangeable bonds had been exchanged into
71,823,631 ordinary shares by the exchangeable
bonds holders upon the exercise of the conversion
right, resulting in a loss of RMB10,584,000 recognised
in other expense (note 6) on partial disposal of equity
interests in China Modern Dairy.

On 29 November 2021, Inner Mongolia Mengniu, a
subsidiary of the Company, dispose of its 43.35%
equity interest in Inner Mongolia Fuyuan International
Industrial (Group) Corporation Limited (“Fuyuan”), to
China Modern Dairy for an aggregate consideration of
807,096,101 shares in China Modern Dairy. Upon the
completion of the transaction, the Group held
approximately 56.36% of the issued share capital of
China Modern Dairy.

Considering the effect of the Group’s shareholdings of
56.36% (2020: 57.69%), and the potential voting
rights of 6.85% (2020: 9.58%) shares underlying the
remaining 2020 Exchangeable Bonds when
exchanged, management is of the opinion that the
Group has less than 50% substantive voting rights
over China Modern Dairy.

Annual Report 2021 —ZE = —FF3§
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22, REFERTIMNKRE W

(@)

FRE IR )

R-ZE-Z—FR IRBEFEEA
E 17 AEAE 5 11,700,0003E 7T A] 2
(5 A 571,823,631 A% L @A%
B IR & T R BIR AR S AR A
REAMFE S (M6 BRBRERARE
10,584,0007T °

RZE-_—F+—A=+hB ' &R
AFARIASR A SFHEEMERS
LERBEREE (EE)BRAR([E
TR 1) 43.35% R A% # T B IR 4K
¥ BREBAOAPEBE R KE
807,096,101 % J& 19 ° X 5 FE A B -
AEERFHEFRIRRKES £56.36%
B EITIRA -

L RSB FT1556.36% K (=&
ZEF 1 57.69%)  Fp T =T F
A R HE A 1% 196.85% 1% 15 /B
EREE(ZTZZF 1 058%) 2%
2 TEEHAEASERENPEE
REENEE R ZRDNE0% °
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22. INVESTMENTS IN ASSOCIATES (continuea)

(a)

China Modern Dalry (continued)

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

The following table illustrates the summarised financial
information of China Modern Dairy extracted from its
financial statements, adjusted for any differences in
accounting policies and reconciled to the carrying
amount in the consolidated financial statements.

22, REFERTMNKRE W

(a)

IR R E )

EF A EEE DTGP BER R E
NCOEEEEERTAAESEERER
BEETERARFPBEFEARKENETEL
HRERE - BEREFTNEREER
EEIAAERITE  RAEER
FERAKEEZTSAREK - KBEE
WERE  EBEHEAEBEHPEH
IR EE N B 4 o F it - R EIIR
RBEREEAS B E QT AER
SENER ©

TRIRHBERREERAR B E ]
2 (REBEMBHRE  LREFTHK
RZEMERIERE) REEEMH
HRREERHER -

2021 2020

—E-—& —T T 4F

RMB’000 RMB’000

ARET T AREEFTT

Current assets MEEE 5,342,515 3,084,660
Non-current assets ERBEE 18,331,395 12,483,551

Current liabilities mEN B & (6,065,981) (4,965,851)

Non-current liabilities FnBAaR (6,493,195) (2,563,916)
Net assets FEE 11,114,734 8,038,444

Less: Non-controlling interests W IR AR R R A (249,803) (141,521)

Attributable to owners of China FRERRHERERE ARML

Modern Dairy 10,864,931 7,896,923




22. INVESTMENTS IN ASSOCIATES (continuea)

(a)

China Modern Dalry (continued)

(@)
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22, REEERNTINBRE W
AR E IR )

Reconciliation to the Group’s interest in the REBRBERNTNERHEAT
associate:
2021 2020
= bt 3
RMB’000 RMB’000
AR% Tt ARMT T
Proportion of the Group’s N5 B B BEATIh L )
ownership 56.36% 57.69%
Group’s share of net assets AEES (R E NRHES
attributable to owners of the ANEEEEFE T
associate, excluding goodwill R 2 6,123,475 4,555,518
Group’s share of net assets of an  AREE D (HHE & A T —
unlisted subsidiary of the EETFRRINEE
associate, excluding goodwill FE - TERERE 98,781 127,547
Goodwill on acquisition WEESHEE 2,121,469 1,896,920
Effect of fair value adjustments on WA A BABZE
acquisition (598,150) (41,449
Exchange realignment RS 17,492 13,754
Less: Equity-settled share-based W ANEE R DG 8
payment transactions not BnEENR D
shared by the Group RS 37,347 22,991
Carrying amount of the investment % & R EE 7,800,414 6,575,281
Revenue WA 7,078,470 6,020,247
Profit for the year AREFHE 1,033,199 783,765
Other comprehensive income for FEHMEE K E
the year (2,465) 1,121
Total comprehensive income for FEE2HMKGEE
the year 1,030,734 784,886

A shortfall in the share price of China Modern Dairy
compared to the average purchase price paid by the
Group for its shareholding had constituted an
indication of impairment. Accordingly, the carrying
amount of the investment in China Modern Dairy was
subject to an impairment test based on the estimated

future cash flows.

PERARENRERA S B ER
BPTSIN M FIREEE T - Fit
R BERAHENREREERERRG
FEREBRSRELETRER
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22. INVESTMENTS IN ASSOCIATES (continuea)

(a)

(b)

China Modern Dalry (continued)

The assumptions used for the discount rate and
perpetual growth rate were 11.60% (2020: 11.60%)
and 3.00% (2020: 3.00%), respectively. In the opinion
of the Company’s directors, any reasonably possible
change in the key assumptions on which the value in
use is based would not cause the impairment of the
Group’s investment in China Modern Dairy.

22,

REEZE QA RNERE @

(@ HEIRAHEm
WIRERKBEEREDFIBREA
11.60% (ZZF =2 F : 11.60%) &
3.00% (ZZF=ZF : 3.00%) ° XA
REERE BEMEARENTE

B BRIEMABTREDETR
ERARERPERAKEORER
{EO

Milkground (b) PHEZ
Percentage of equity interest
Particulars of issued Place of attributable to the Group
Name shares held incorporation (indirect) Principal activity
rEBELHNRET DL
£18 FBFERITROME TMRLBI () FEXK
2021 2020
= il T TF
Shanghai Milkground Food Tech Ordinary shares of Shanghai 28.47% 7.15% Production and sale of
Co., Ltd. RMB1 each i< cheese products
FEYATESZRMEBRROBR FREEARE EERHENRER
NG| TUH) 8 A
Shanghai Milkground Food Tech Co., Ltd. EEYAEZRGRERMNERAR (Y

(“Milkground”), which is considered a material
associate of the Group, is a strategic partner of the
Group mainly engaged in the manufacture and
distribution of cheese products.

As at 31 December 2020, the Group held
29,247,903 shares of Milkground, representing
approximately 7.15% shareholdings of Milkground.
Although the Group holds less than 20% of the voting
power, the Group has a representation in the board of
directors of Milkground and participates in decisions
over the relevant activities of Milkground. Accordingly,
the Group had significant influence on Milkground and
accounted for the equity investment in Milkground as
an investment in an associate.

AEDZEERASEEERERE R
AEBENRBERY FTERFIRERE

R-ZE-_ZTFE+-_A=+—H AEBEHF
B Y A] B %29 247 Q03[% f% 17 - HEE R Y
AIEE LT A% HIARHE - B RALERFF D
R20%m I EE BASEEYIESS
EEE—ARRIL2HEY A EZHEED
RPARE - Bt - NEEEYAEZEAST A
FE BRYAIEZHRERE ARYIE

REERBRE -



22. INVESTMENTS IN ASSOCIATES (continuea)

(b)

Milkground (continued)

During the year of 2021, the Group continued to
increase its shareholdings in Milkground through a
series of share purchases in the open market and a
share subscription transaction completed on 9 July
2021. As of 31 December 2021, the Group held
146,954,255 shares of Milkground in aggregate,
representing approximately 28.47% of the issued
share capital of Milkground, and continued to account
for the equity investment in Milkground as an
investment in an associate.

Together with the share subscription transaction on
9 July 2021, in order to increase its significant
influence on Milkground, Inner Mongolia Mengniu,
entered into a cooperation agreement with Ms. Chai
Xiu, a substantial shareholder of Milkground,
according to which: 1) Inner Mongolia Mengniu
secured additional representatives in the board of
directors of Milkground 2) Ms. Chai Xiu agreed to fully
or partially abstain from voting in the shareholders’
meeting of Milkground at certain circumstances for the
following six years 3) Ms. Chai Xiu agreed not to seek
the controlling power over Milkground, and so on. In
return, Ms. Chai Xiu has the right to request Inner
Mongolia Mengniu to compensate with a cash
consideration based on the increased share price of
40,000,000 shares from the fourth to the sixth year
(“the Compensation Right”). The Group initially
recognized the financial liability arising from the
Compensation Right at fair value and subsequently
measured the financial liability at fair value with
changes through profit or loss. Accordingly, on 9 July
2021, the Group recognised a financial liability of
RMB1,518,068,000 for the Compensation Right, and
subsequently at 31 December 2021, the Group
revalued the financial liability to RMB885,368,000
(note 35), with a net fair value gain of
RMB632,700,000 charged to other income and gains
(note 5).

Annual Report 2021

NOTES TO
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Rl % ¥R 2E Bl X

REBERTANREw

(b)

WATEE % )

RZZE-—FHE AEEEERA
)\5/\\ HMiSET— /?WE%HXL/\&EA_
——FtANBERBRHRER
ig%—irﬁlt# 2] B % W AR BE o E/\L L
——F+ZA=+—8 KAEEFE
W A] BE % A& 146,054,255 % i 15
BRI A 2 4928.47% M E 1T
BRAR - W HEE S A 1) F] B % 1Y AR 1%

EARIIERBEE R RIEE -

BRENR-ZZ=Z—FEANLEBHRMDR
BRS  RENSYIEZHNEKNT
2 ANERHFRFEYAIESHNEER
REFE T TEFTEERZE - B 1)
AERLEFRYAIESNEES R
B QR FE L LT RBRKANFES
FERATHEZEXTHRY TES

REAE LIRERE  JYEFE L LR

BEISRUYAIEZNEGIES - F
RO KELLTERZRATER

SRBEFENEZRFENFIE N
40,000,000% = EI& AR S HE1E
HE ((HER])  AEBEVBAA
hEEARGEREENSREAE
HecmaBEUAnBEBrE B EES
FFAEHER -Hilt RZT=_—%F
tANE  AEERHEEER SR
BB AR ¥1,518,068,0007T © £ &
R-ZE-_—F+=-HA=+—H &&
B =t < g & & A K #885,368,000
7T (B13E35) » AR EWREFEARE
632,700,000 T 5T A H A g A B U 2=
(fF5E5) ©

—B-—FFH
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22. INVESTMENTS IN ASSOCIATES (continuea) 22. REBFE QAN REw

(b)

Mil kg round (continued)

The following table illustrates the summarised financial
information of Milkground extracted from its financial
statements, adjusted for any differences in accounting
policies and reconciled to the carrying amount in the
consolidated financial statements.

(b) BAEZ @
TRITYAUEZHNHBERBE
(Fitr B Hot Sk - WiIRE TR
ZAEMERIERAR) KEEE I
MRBEMEEMSER -

2021 2020

—E-—F —EETF

RMB’000 RMB’000

ARET AREF T

Current assets mEEE 3,884,180 1,177,613

Non-current assets ERBEE 2,812,612 1,914,563

Current liabilities mEAE (1,433,328) (910,980)

Non-current liabilities ERBEE (357,305) (348,615)

Net assets FEE 4,906,159 1,832,581

Less: Non-controlling interests B FEIER AR R (394,558) (347,014)
Attributable to owners of YAELZHEE ARM

Milkground 4,511,601 1,485,567




22. INVESTMENTS IN ASSOCIATES (continuea)
Milkground (continued)
Reconciliation to the Group’s

(b)

(b)

interest in the
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WA BE % ()
RNEBMNEE AR NESHEERNT
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associate:
2021 2020
—E-—F T T
RMB’000 RMB’000
AR% Tt ARBEFIT
Proportion of the Group’s 7N 52 [ ¥k B RE PTG L Y
ownership 28.47% 7.15%
Group’s share of net assets AEES (R E NRHES
attributable to owners of the ANEEEEFE T
associate, excluding goodwill R 2 1,284,453 106,218
Goodwill on acquisition W EBIES My 2 4,339,180 565,394
Effect of fair value adjustments at WERNARBERABEE
acquisition 542,878 65,795
Less: Equity-settled share-based B AEE R D E R A
payment transactions not EmiEE ARG
shared by the Group RS (16,341) (19)
Carrying amount of the investment R & IRHE & 6,150,170 737,392
Revenue A 4,478,306 2,846,807
Profit for the year N R 193,769 73,984
Other comprehensive income for FEEMEEKES
the year - -
Total comprehensive income for FE2EHRERE
the year 193,769 73,984
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22. INVESTMENTS IN ASSOCIATES (continuea) 22. REBFE QAN REw

The following table illustrates the aggregate financial
information of the Group’s all other associates, extracted

from their unaudited management accounts, that are not KEZEIEER)

individually material:

TRIVRAEE A E MR E R E (E5H
BEAETER) MNP BEREL (BB HER

2021 2020
= ==&
RMB’000 RMB’000
AR® T ARBFTT
Aggregate carrying amount AEBEREEERRIZER
of the Group’s investments IREEERE
in the associates 1,843,290 2,445,183
Share of the associates’ revenues and DEEEE R R A KA
profits:
Revenues WA 3,230,682 2,151,182
Profit for the year N A 461,638 41,289
Other comprehensive income N B b 2 T U E
for the year 1,096 10,031
Total comprehensive income FEEHKGERE
for the year 462,734 51,320
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23. DEFERRED TAX

23.

The movements in the deferred tax assets during the year

are as follows:
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BEHIT

Tax losses
available for ~ Write-down Provision for
offsetting of inventories trade  Impairment Unrealised
future tonet receivables of property, profit of
taxable realisable and other plant and  Un-invoiced Deferred Share award intragroup
Deferred tax assets arising from: EEHEEERE: profits value receivables  equipment accruals income scheme  transaction Others
TEHRER ERERER
RABNBE HMARHE HABURE B¥ BER FEGEEN EEARS
R TEREE BB REAE BRER BEZRA BRERBFE RERAE Hib it
RMB'00O0  RMB'OO0  RMB'000  RMB'000  RMB'000  RMB'O00  RMB'O00  RMB'000  RMB'O00  RMB'000
AR%TR  ARBTr ARMTR ARETn AR¥TR AR%Tn AR¥TR AR%TR ARETRT AR%TR
At 1 January 2021 WZZZ-5-A-H 534,611 13,045 14,217 1,313 420,091 77,857 81,075 70,131 64,285 1,276,625
Acquisition of subsidiaries (note 42) WiEF LAl (Fta2) - - 393 - 8,727 - - - 24,160 33,280
Credited/(charged) to profit or loss BaRRE/ (XK 193,137 1,638 38,042 (1,269) 45,460 17423 (16,763) 6,842 (12,112 272,308
Charged to other comprehensive Hip2EREARE
income (11,964) (327) (190) = (2,126) = (2,567) = (3,821) (20,995)
At 31 December 2021 R-F=-%
+-A=t-H 715,784 14,356 52,462 44 472,152 95,280 61,745 76,973 72,512 1,561,308
Tax losses
available for ~ Write-down  Provision for
offsetting  of inventories frade Impairment Unrealised
future to net receivables  of property, profit of
taxable realisable and other plant and  Un-invoiced Deferred ~ Share award intragroup
Deferred tax assets arising from: ERHEEERA profits value  receivables  equipment acoruals income scheme transaction Others Total
MEHEER ERERR
RAUBORE HAFEE AtRURE 9% BER AEGERH £EARS
BE  AERERE i REHE RRRER BN BRELZM:HAE AERAE Hip st
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ABRBTT ARMTT ARETRT ARETR ARMTT ARETR ARETR AR%TE ARMTR ARETRL
At 1 January 2020 WZZZTF-A-H 311,180 27,184 19,899 1,302 507,077 58,921 78,439 20,483 31,614 1,066,099
Credited/(charged) to profit or loss BaERDE/ (R 222,551 (14,367) (5,704) - (87,205) 18,936 1,525 49,648 31,654 217,038
Exchange alignment ESAE 880 208 2 11 219 = 1,111 - 1,017 3,488
At 31 December 2020 i3
+-A=t-H 534,611 13,045 14217 1,313 420,091 77,857 81,075 70,131 64,285 1,276,625

Management expects it is probable that taxable profits will
be available against which the above tax losses and
deductible temporary differences can be utilised in the

coming years.

EEERPARKFEEA AL HRERBA
B AR A R R R R N AR

RHUHEER -
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23. DEFERRED TAX (continued) 23- Eﬁﬁlﬁ(ﬁ)
Deferred tax assets have not been recognised in respect of REFIBEEW A THITEE #R

the following items:

2021 2020
—E=-—F —E_TF
RMB’000 RMB’000
AR Tt ARBF T
Tax losses arising in Mainland China (i) A AR B K B E AR Y R IE
EHE() 4,676,053 4,043,265
Deductible temporary differences AREREER 477,062 390,748
5,153,115 4,434,013
0] The above tax losses are available for a maximum of five years 0] iR IEEE R A A AR EAEBER
for offsetting against future taxable profits of the companies BERTAERZHE -
in which the losses arose.
Deferred tax assets have not been recognised in respect of EAEF IR & E N BB Dt I8 M T ARER
the above items as it is not considered probable that tax RAARLE N # Fa X IES AT IE
profits will be available against which the above items can FE - AEESA MR EREER
be utilised. The approval of tax authorities would also be BF + IR BUAS X 75 M B8 A HE o o

required to utilise the above deductible temporary
differences of the Group.
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23. DEFERRED TAX (continued)

The movements in the deferred tax liabilities during the year

are as follows:

23.
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IE LR IE w0
FRBEAEHABEEHMT -

Fair value
adjustments Fair value Accelerated
arising from  adjustments depreciation
Deferred tax liabilities arising acquisition of of financial Withholding for tax
from: EERBERABRE subsidiaries  instruments tax purposes Others
KEFAR
BEENARE SRMIAH BREREZ
BE ARERE BNH MEREER Hity st
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARMTL  ARBTRZ  ARMTR ARBTRZ  ARMTR  ARMTR
At 1 January 2021 R=E=—-%—-A—H 1,815,499 10,666 3,623 449,817 = 2,279,605
Acquisition of a subsidiary Yol 72 R (PFF42)
(note 42) = - = 17,875 338 18,213
Charged/(credited) to profit or BERLE/ (&)
loss (3,728) (6,616) 2,818 335,336 = 327,810
Charged to other comprehensive ~ Ht2ERZENTHE
income (169,411) = = = = (169,411)
At 31 December 2021 RZZEZ—4+-A=+—-A 1,642,360 4,050 6,441 803,028 338 2,456,217
Fair value
adjustments Fair value Accelerated
arising from adjustments depreciation
Deferred tax liabilities arising acquisition of of financial Withholding for tax
from: EEHBRERE - subsidiaries instruments tax purposes Others Total
T AR
EENRAE SHMIAR BREREL
HE AnERAE BHOH MRFEER Hot @t
RMB'000 RMB’000 RMB'000 RMB’000 RMB'000 RMB’000
ARBTFTT ARBTTT ARBTFT ARBTT ARBTFT ARBTTT
At 1 January 2020 R-ZZ-FF—f—A 1,711,239 8,258 6,421 215,984 = 1,941,902
Charged/(credited) to profit or BEARE/(XK)
loss (2,203) 2,408 (2,798) 233,833 = 231,240
Charged to other comprehensive 2 EK NI
income 106,463 = - - - 106,463
At 31 December 2020 R=ZZ=FF+=-A=1+—H 1,815,499 10,666 3,623 449,817 = 2,279,605
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23. DEFERRED TAX (continued)

Pursuant to the PRC CIT 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%. The
Group is therefore liable for withholding taxes on dividends
distributed by those subsidiaries established in Mainland
China whose equity interests are directly held by overseas
parent companies in respect of earnings generated from
1 January 2008.

At 31 December 2021, except for deferred tax liabilities of
RMB6,441,000 (2020: RMB3,623,000) relating to the
earnings earned after 31 December 2007 by certain
subsidiaries with equity interests directly held by overseas
non-controlling shareholders, no deferred tax liabilities
relating to the earnings earned after 31 December 2007
have been recognised for withholding taxes that would be
payable. In the opinion of the directors, it is not probable
that these subsidiaries will distribute such earnings in the
foreseeable future. The aggregate amount of temporary
differences associated with investments in subsidiaries in
Mainland China for which deferred tax liabilities have not
been recognised totalled approximately RMB34,377,190,000
at 31 December 2021 (2020: RMB28,531,426,000).

There are no income tax consequences attaching to the
payment of dividends by the Company to its shareholders.

23.

IEE B I w0
BEFBRCEMESH L RPBRARERZ
MINE D EMIINRILE E T IR B AR
W10%BIH - BB EA ST NF—
A—HEBER TEAR-_ZEZTLF+=
A=+—BERELNERF L)
BItEEMB R AR ZEFBHRBEHE -
AT B EBINR R B - REEREA
MEB5%810% > At - AEBBRZS
R B AERTIF AT (HEINFATE
BEEEHERE) R -—TENE-F—BRE
ER BT IR H IS FHETEE o

—E-—F+-A=t+—H BEAEBN=
EELF+ A=+ —HERBINEER
RERFERENE T 28 FTEREIA &
AR#6,441,000 (ZE T F : AR
3,623,0007T) FEEFIIE & & - WARRE
NEIHRMERR S +tF+-A=+—
AeFRARBRNNANEBENELERES
& BEERE ' ZETRAINALBRYIKE
BRNOAgEEREK . — - —F+ = A
=+—H HARERFBEAETAFMN
HEHBOREEEZBERRECHE
BEAHEHARES4,377,190,0007T (= F
— T AR#28,531,426,0007T) °

150 48 (R 7 2 ) ) L AR S A B B 7 B s
PISHER -
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24. OTHER FINANCIAL ASSETS 24, Hih e @EE
2021 2020
=2=-% ==
Notes RMB’000 RMB’000
B 5 AR%T ARETT
At fair value through other UAnE=8  EEE)

comprehensive income: AT AE Ath 2
Hong Kong listed equity BB LTRERE

investment — YuanShengTai — RARE (a) 33,945 108,745
Unlisted equity investments E LR ERE 65,181 20,026

99,126 128,771
At fair value through profit or INAREFTEAHE

loss: FFAEE
Unlisted equity investments in & AAICER IE_E T s #

AICE wE (o) - 226,458
Convertible promissory note in AICE Ry a] #2 % 7 H, 22 4%

AICE (b) - 206,414
Unlisted equity investment in TABZERIE LT R%

Guangze (@) 466,726 470,076
Other unlisted equity investments — E i JF F R R & 3,926 3,926
Short term investment deposits HEREGTR (d) 3,259,537 6,858,012

3,730,189 7,784,886
At amortised cost: LR
Short term entrusted loans RHETEX (e) 239,962 630,000
Long term entrusted loans EHETER (e) 3,075,637 775,391
Long term entrusted loans due R—FRNI BN RIZE

within one year FTEX (e) 300,755 37,662
Short term other loans HiEHEXR 46(d) 400,000 =
Long term other loans HiREE K 46(d) 100,000 =
Long term receivables & B e W k08 6,883 6,883
Long term time deposits = HAE Bl 15 3K (f/28 10,950,072 6,078,577

15,073,309 7,528,513
Total other financial assets HhemEERTE 18,902,624 15,442,170
Current o) 4,666,980 7,752,088
Non-current FERED 14,235,644 7,690,082
18,902,624 15,442,170

265




266

China Mengni

u Dairy Company Limited FES4 A EERA T

NOTES TO
FINANCIAL STATEMENTS
Ril 75 ¥R 72 Bl 5T

24. OTHER FINANCIAL ASSETS (continueq)

Notes:

(@)

On 25 November 2013, the Company acquired 172,275,000
shares, representing a 4.41% equity interest, in
YuanShengTai Dairy Farm Limited (“YuanShengTai”), a Hong
Kong listed dairy company, with approximately
HK$469,831,000, equivalent to RMB369,396,000. In January
2017, the Company’s shareholding in YuanShengTai was
diluted to 3.67% due to new share placement by
YuanShengTai. Management designated the equity
investment as a financial asset at fair value through other
comprehensive income upon initial application of IFRS 9
(2009) on 1 January 2014, as management considered it a
strategic investment for the purpose of securing high quality
raw milk in the long run. The fair value of the listed equity
securities was determined by reference to published
quotations. An increase in fair value for the year ended
31 December 2021 and an accumulated decrease in fair
value as of 31 December 2021 with amounts of
RMB74,800,000 (2020: RMB63,221,000) and
RMB335,451,000 (2020: RMB260,651,000), respectively, had
been recognised in other comprehensive income.

As at 31 December 2019, the Group held 14,750,000
ordinary shares of AICE Holdings Limited (“AICE”),
representing approximately 9.9% shares of AICE issued then.
In addition, the Group also held a convertible promissory
note (the “2017 convertible promissory note”) in the original
principal amount of US$14,000,000, with an option to
convert into ordinary shares or to receive the principal
amount together with all interest at an annual rate of 5%.

During the year of 2020, the Group purchased an additional
convertible promissory note (the “2020 convertible
promissory note”, together with the 2017 convertible
promissory note, the “convertible promissory notes”) in the
original principal amount of US$20,000,000, with an option
to convert into the ordinary shares or to receive the principal
amount together with all interest at an annual rate of
4.235%.

24, HbEWMEE w
I 3E -

(@)

—EB—=F+—A=+HB  ARAFUL
469,831,000 T (HER AR
369,396,0007T) * WiE—FHAES EmILE
ARAIRAEERKREARRAAI(TRERE]D
172,275,000 f& 10+ 16 B 4.41% % # -
REZZT—+tF— A BRRERRETRK
M ARRERRERNIERER B ES
3.67% - R=T—MFE—A—HEXER
EERMEHREENFEE(ZTETNEF)
B BEEEBEZEREREEERANUARR
Eif2 BEHEEHFH AL MEZERENE R
BE  WITHRERERAEBN —ER
BRE  SERRELERNREME -
ZELFTREEFNRARBDNEL2EMA
HhREBEEET BE-_ZT-_—+=A
S+ HBLEFERAABEEMARE
74,800,000 (ZE T F : AR
63,221,000) KR =T =—F+=A
S+ BR2AABEZRFRLARK
335,451,000 (—ZE—F 4 : AR
260,651,0007T) + B 3 E fth 2 [ UK 25 7

7
o ©

R-T—hF+_A=+—8B KEEH
A AICE Holdings Limited ([AICE])
14,750,000 & AR - 14 & RKAICER 81T
BR1D#19.9% ° ILAh - REBIIFERAE
14,000,000 7T HY A # AR 7 L 2= 4% ([ = F
—tFIBRRELER]) - REERA
L3R AR s IR FF I R 5% W ER AR & K BT A F

B o
N

REZZ_ZFHHE A5ERERAS
20,000,000 7T & H b 7] # f% 7 % &
([ZZ==FAaRARLER]  ER =
Tt FARRANLER  RBIATREK
AHER]) - PEEER AT AR IRF
FI=A4.235% WM A S KA E -



24. OTHER FINANCIAL ASSETS (continueq)

Notes: (continued)

(b) (continued)

The Group classified the investments both in ordinary shares
and convertible promissory notes as financial assets at fair
value through profit or loss. As of 31 December 2020, the
ordinary shares and the convertible promissory notes were
fair valued at RMB226,458,000 and RMB226,414,000,
respectively, with fair value changes of RMB138,622,000 in

total charged to profit or loss.

On 28 March 2021, China Mengniu acquired the control of
AICE and accordingly consolidated the financial statements of
AICE from then on. On the acquisition date, the above
ordinary shares and the convertible promissory notes were
fair valued at RMB225,132,000 and RMB229,043,000, with
a net fair value loss of RMB1,326,000 (note 6) and a net fair
value gain of 2,629,000 (note 5) charged to profit or loss,

respectively.

(c) During the year of 2020, the Group acquired a 42.88% equity
interest with put options in Jilin Province Guangze Dairy
Technology Co., Ltd. (FMEAEZI REEERAA
hereafter “Guangze”), a subsidiary of Milkground, with a cash
consideration of approximately RMB457,643,000. The equity
investment with put options in Guangze is classified as a
hybrid financial asset measured at fair value through profit or
loss. As of 31 December 2021, the hybrid financial asset
was fair valued at RMB466,726,000, with fair value loss of
RMB3,350,000 (2020: gain of RMB12,433,000) charged to

profit or loss (note 6/5).

(d) The Group from time to time purchases various investment
deposits from commercial banks for treasury management
purposes. As at 31 December 2021, the Group held
investment deposits of RMB3,259,537,000 (31 December
2020: RMB6,858,012,000) with principal guaranteed.

As at 31 December 2020, the investment deposits
amounting to RMB100,000,000 were pledged

interest-bearing bank and other borrowings.

—B-—FFH
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—E-TF+ZA=+—H T@EBEEY
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RZZZ—F=A=+/\B " FERFHR
1S ¥ AICE R 12 B0 32 1tk & BFAICE R B 75
Rk - RUREE R - it T E AR K AT R AR
HEBAREARARK225,132,0007T &
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B F+ZA=+—H '  EBEEE@mE
E AR EAR#466,726,0007C © A AL E
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AZEEEGR R-_ZT-_—F+=A
=+ -8B XEBEBHFEEARE
3,259,537,000 L (ZZE =T F + = A
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R REMNZEFK
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24. OTHER FINANCIAL ASSETS (continueq)

Notes: (continued)

C

The Group granted entrusted loans to certain dairy farms and
other third parties. As at 31 December 2021, included in
these entrusted loans, RMB700,000,000 were lent out via
COFCO Trust Company Limited, a connected party and also
a related party of the Group, while other entrusted loans
were lent out via banks. Annual interest rates of the above
entrusted loans ranged from 2.23% to 6.05% as at
31 December 2021 (2020: 3.85% to 6.565%).

As at 31 December 2021, entrusted loans of
RMB1,729,860,000 were lent out to Jilin Province Dairy
Group Co., Ltd (BEMEILEEEBRAR), a company
controlled by Ms. Chai Xiu. The entrusted loans are secured
with an annual interest rate from 2.23% to 3.43%.

The effective interest rates of long term time deposits as at
31 December 2021 varied from 3.19% to 4.18% (2020:
3.14% to 4.18%) per annum and would mature in two to
three years.

As at 31 December 2021, the long term time deposits
amounting to RMB50,000,000 (2020: RMB146,000,000) were
pledged to interest-bearing bank and other borrowings.

As at 31 December 2021, the long term time deposits
amounting to RMB20,000,000 (2020: RMB44,892,000) were
pledged to banking facilities.

As at 31 December 2021, the Group pledged
RMB50,000,000 of long term time deposits to a bank for
application of line of credit.

EtemMEEw
MIzE - ()

(©

AEBRBETHERFE=ZABRHERE
HKeBEfP RZFE=Z—F+=-A=+—
H ' AR ¥700,000,00070 8B+ 185 1
EREARR(AEE—REEFRFED
R—REBH)EL  HRYBBRTHE
Bz =—F+=-A=+—H0" t
MEFEE R FREN F2.23%%£6.05%
(ZZ=—FfF : 3.85%%6.565%) °

RZBE-Z—F+_A=+—H '  AR%
1,729,860,000 TEZEE B T B 2 1%
SIS MEIAEEEBR AT - FHREN
F2.23%%3.43% °

RZZ=Z—F+=—A=+—H KHTH
BRHOEBRFEFENT319%E4.18% (=
T _TF :314%24.18%) ' WHEHKME
= FAREH -

R-TE-—F+-_A=+—H AR¥
50,000,000t (ZE T F : ARK
146,000,0007T) & HATE A7 X 2 5 R DA 2
BT BRI REMBEE -

R-ZT-—F+-_A=+—H AR¥
20,000,000t (ZE =T F : ARK
44,892,0007T) & B3 & HA 17 R 2 4 1 LA
HERITIRAE ©

R-E-_—F+-_FA=+—H K"&EE[MA
FRITH IR A R #50,000,0007T & Hi 7F H7F
KABHBEERBEE -
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25. INVENTORIES 25. 7E
2021 2020
—E-—F —ETFF
RMB’000 RMB’000
AR®T T ARBEFIT
Raw materials R 2,612,171 2,425,018
Finished goods E X 3,873,314 3,087,432
Total inventories at the lower of cost and  $&2AK 7 B2 A] & 35 S (& &9
net realisable value BRIEEFENTEERTE 6,485,485 5,512,450

26.
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The amount of write-down of inventories recognised as an
expense was RMB183,540,000 (2020: RMB95,929,000),
which was recognised in other expenses (note 6).

TRADE AND BILLS RECEIVABLES

26.

BRAEAINEEMREEAEARE
183,540,000t (=
95,929,0007T) ' W H M & (M 5E6) &

MR °

BWRR KRB

=

F:AR%E

2021 2020
—E-—F —ETF

RMB’000 RMB’000

AR®T T ARBEF T

Bills receivable FE UL = 5 97,398 61,530
Trade receivables JE U BR 3R 4,182,414 3,023,354
Impairment A (120,124) (96,522)
4,159,688 2,988,362

The Group normally allows a credit limit to its customers
which is adjustable in certain circumstances. The Group
closely monitors overdue balances. In view of the
aforementioned and the fact that the Group’s trade
receivables relate to a large number of diversified
customers, there is no significant concentration of credit
risk. The Group does not hold any collateral or other credit
enhancements over its trade receivables. The trade
receivables are non-interest-bearing.

AEBAFRRTEFPREFERE UA
EETERATHE AKEZEERN
REE R - B LAl R A KB H &
WEEREXRETRBRNNEFER B
BEXEEETRER AKEXEHREE
WERFAERNERRIEMEERT -
JRE Uit R K I S B 7 6 B o
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26. TRADE AND BILLS RECEIVABLES (continueq)

Based on the Group’s accounting policy of financial assets,
the Group measured bills receivable at fair value through
other comprehensive income as at 31 December 2021.

An ageing analysis of the trade and bills receivables as at
the end of the reporting period, based on the invoice date
and net of loss allowance, is as follows:

26. EWRFRKREZEE w
BEAEENESHREESTEHE A58
R_E-—F+_-_A=+—"HBHENUAARE
AEREEHTALMEERETERK

ES

RIS HIR - HIBR B 18 565 &Y FE JBR 3X
REBREZBHOKREDTET

2020

—EB-—F —E-FF

RMB’000 RMB’000

AR Tt AREFIT

Within 8 months 3EA A 3,280,671 2,484,058

4 to 6 months 4z 61E A 633,820 380,879

7 to 12 months 721218 A 194,231 73,089

Over 1 year 1F A E 50,966 50,336

4,159,688 2,988,362

The movements in the loss allowance for impairment of FEWERFURBEREZEZH T :
trade receivables are as follows:

2021 2020

—E-—F —ET-THF

RMB’000 RMB’000

AR T ARBFIT

At beginning of year F4) 96,522 110,661

Impairment losses recognised (note 7) BRI ERSE (fiE7) 269,059 204,231
Amount written off as uncollectible 1] £~ AT Uk [2] T H 85 /Y

Gk (174,484) (169,536)

Impairment losses reversed (note 7) BEEEEE (M5E7) (70,973) (48,834)

At end of year RER 120,124 96,522

An impairment analysis is performed at each reporting date
using a provision matrix to measure expected credit losses.
The provision rates are based on the Group’s historical
credit loss experience, adjusted for forward-looking factors
specific to the debtors and the economic environment.

REHEBH  REDITRARGREREE
17 WA EFRREEER - BELXRER
SEBENEEERERGL  KEBA
%5 TE HO AT BE 1 R = KA IR

BRIE °



26. TRADE AND BILLS RECEIVABLES (continueq)
Set out below is the information about the credit risk
exposure on the Group’s trade and bills receivables using

the provision matrix:

As at 31 December 2021

NOTES TO
FINANCIAL STATEMENTS
Rl % ¥R 2E Bl X

26. EWERAKREE @
T R ER B Rt & AN B UK ER X
MEENEERBRER

R-EBE-_—H+=-A=+—H

Less than 1to2 2to03
1 year years years
SR—F —EWME WEZF
Expect credit loss rate EHEEBERX 1.47% 25.94% 72.27% 87.86% 2.81%
Gross carrying amount REAE
(RMB’000) (AR®TT) 4,169,926 46,319 57,358 6,209 4,279,812
Expected credit losses BHEEBA
(RMB’000) (AR®&FTT) (61,204)  (12,014)  (41,451) (5,455)  (120,124)
As at 31 December 2020 RZZEZZFEF+A=1+—H
Less than 1102 2103 Over
1 year years years 3 years Total
PR—F  —EWE WME=F Z=FUNULE st
Expect credit loss rate BHEEBEX 0.85% 55.05% 85.93% 100% 3.13%
Gross carrying amount RHEAE
(RMB’000) (AR®EFT) 2,963,221 109,850 6,816 4,997 3,084,884
Expected credit losses BHEEEBA
(RMB’000) (AR®FTT) (25,195) (60,473) (5,857) (4,997) (96,522)

Annual Report 2021 —ZE = —FF3§
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27. PREPAYMENTS, OTHER RECEIVABLES 27. AR EERREREME
E

AND OTHER ASSETS

2021 2020
B —E-F
RMB’000 RMB’000
AR® Tt ARBET T
Deposits ok 32,712 10,187
Prepayments SEER R 1,555,844 1,550,984
Other receivables E {th g Uk 5008 1,301,552 643,176
Value-added tax recoverable Al I E RS 766,362 522,996
Corporate income tax recoverable AR ZEFTISHN 182,651 201,450
Long term prepayments (note a) RHITER 3K (MY =Ea) 900,187 1,418,949
Right-of-return assets REEEE 21,046 21,199
Total prepayments, other receivables and — FEAF 7k ~ H {th & W ZE &
other assets HEtmEERT 4,760,354 4,368,941
Less: Long term prepayments — non- W REATENER — FERD
current portion (note a) BAEB > (P 3Ea) (463,038) (760,762)
4,297,316 3,608,179
Impairment allowance BB (11,441) (3,321)
4,285,875 3,604,858
Note: BT EE
(@ The Group has entered into long term raw mik supply @ AEEREETAEIFARIRAR

contracts with certain milking cow raising companies. In
accordance with these contracts, the Group prepaid for raw

milk supplies for the next two to five years.

HENRESD - REZFEH  A5E
SRR E R FRMEFNHEETRNFEA



28. CASH AND BANK BALANCES AND

OTHER DEPOSITS
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28. RERBITEEREMER

2021 2020

—E-—fF ZTETF

Notes RMB’000 RMB’000
Bt & AR¥TR ARBTF T

Cash and cash equivalents as

IIRFARERERD

stated in the consolidated RekBEEEED
statement of cash flows 8,091,745 9,225,493
Pledged deposits REESHFK (a) 203,151 249,521
Time deposits B 14,075,188 8,250,207
22,370,084 17,725,221
Less: Pledged deposits for o RITRLE MIRE &
banking facilities IEZ=N (a) (203,151) (249,521)
Less: Long term time deposits  J& : KEIE EAFE K 24 (10,950,072) (6,078,577)
Cash and bank balances as TR ERE AR R R IR
stated in the consolidated & RIR1THERF
statement of financial
position 11,216,861 11,397,123
Note: B &E -

(@) As at 31 December 2021, the Group’s pledged deposits were

for the following bank facilities:

@ RZZEZ—F+=ZA=+—8 ' x&EHH
RESTERFRATRITRHEEL -

2021 2020
=F=—-F —E-TF
RMB’000 RMB’000
AR® TR ARBTT

Pledged to secure bills payable

BERNESENRE

(note 29) (P 5E29) 112,797 119,521
Pledged to secure letters of credit B AERERE 20,354 130,000
Pledged to secure bank facilities W AEFRITREEE 50,000 —
Pledged to secure bank loans WHAESEITER 20,000 —

203,151 249,521
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28. CASH AND BANK BALANCES AND
OTHER DEPOSITS (continued)

Note: (continued)

(@)

(continued)

At the end of the reporting period, cash and bank balances of
the Group denominated in RMB amounted to approximately
RMB10,081,430,000 (2020: RMB8,649,620,000). The RMB is
not freely convertible into other currencies. However, under
Mainland China’s Foreign Exchange Control Regulations and
Administration of Settlement, Sale and Payment of Foreign
Exchange Regulations, the Group is permitted to exchange
RMB for other currencies through banks authorised to
conduct foreign exchange business.

Cash at banks earns interest at the prevailing market interest
rates. Time deposits are made for varying periods of
between twenty-one days and ten years depending on the
immediate cash requirements of the Group and earn interest
at the respective time deposit rates. The bank balances and
pledged deposits are deposited with creditworthy banks with
no recent history of default.

29. TRADE AND BILLS PAYABLES

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

28. RERBITEEREMERw

(&)

MEEE -

(@)

(#)

RREHR  AEEUARB BB
CRETHEGFL2BAHNARE
10,081,430,000TC (ZZE - FF : AR
8,649,620,0007T) - AR I IERI B A
BRAHMER - AW RERBEKENHIN
EEREGAIRERE EERMNESTER
T AEBRAESBEREETIINEER
HIRT BARBER BHAMEE o

RITFFARBETSF R - EHEFERTD
BFAEB@EEIRESFRMZNF21 8
E+FNAREFRBER - ARRIEEH
FRMEEF S - RITEFRRIESFERTD
T AN EE R i B BT HIE R A 8RO IRTT -

29. ENERAKRERE
AEEENEXRERREE A PNERS
DT -

2021 2020
—E-—F —ETHF
RMB’000 RMB’000
AR¥ T ARMET T
Within 3 months 31E AR 7,734,901 7,183,665
4 to 6 months 4z 61E A 701,704 725,645
7 to 12 months 721218 B 91,239 40,720
Over 1 year 1A B 276,058 19,291
8,803,902 7,969,321

The Group’s trade and bills payable are unsecured except BR TRt s NREEMENEREE

as noted below,

non-interest-bearing and payable on

demand.

BEREEMR RS NARERERER -
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29. TRADE AND BILLS PAYABLES (continueq 29. ENERAREEw
Included in the above balances, bills payable with an FLESEFR SHRETHARE
aggregate balance of approximately RMB318,774,000 318,774,000t (ZZE T F : AR
(2020: RMB231,000,000) were secured by the pledge of 231,000,0007T) B FE RIEA AR E B E T
certain of the Group’s deposits amounting to approximately FREBEHAREE112,797,0000 (Z T =
RMB112,797,000 (2020: RMB119,521,000) (note 28). TF : AR¥119,521,0007t) (M 5£28) 1
Except for the above, bills payables were unsecured, IR o R EiEIN - ENEBEAEKERE
non-interest-bearing and payable when due within 3 to 6 B U¥R=2"EARDNH-
months.
30. OTHER PAYABLES AND ACCRUALS 30. HMWERNFERAREHA
2021 2020
=—EB=—F —T_FTF
Notes RMB’000 RMB’000
B 5 AR¥T AREET T
Contract liabilities BRAEE (@) 4,047,217 3,470,305
Refund liabilities BERAEE 34,266 34,534
Salary and welfare payables ERNFHeRENE 1,499,582 1,908,387
Other payables E {th B4 508 (b) 8,995,352 6,052,690
14,576,417 11,465,916
Notes: B &
(@)  Details of contract liabilities are as follows: @ AHBEFEET
31 December 31 December 1 January
2021 2020 2020
—EB-—F —ZE-THF —ZETHF
+=A=+-n QEEREs —A—H
RMB’000 RMB’000 RMB’000
AR¥T T ARETTT AREBTT
Short-term advances B = W ER A S BR A 3R
received from customers
Sale of goods e 4,047,217 3,470,305 3,299,226
Contract liabilities are short-term advances received to deliver BB EAEXRDR R UEE) G EIRK o
dairy products.
(o)  Other payables are non-interest-bearing and payable on (o) HMENREARERERERERE-

demand.
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31. INTEREST-BEARING BANK AND OTHER

31. SFERTREMEE

BORROWINGS
2021 2020
—B--f i Sl 343
Fixed  Floating Fixed Floating
Maturity rate rate Maturity rate rate
HMA EEMNE ZFEHIE MR EEFE  EHFE
RMB’000 RMB’000 RMB'000  RMB’000
ARETR ARETR ARETT ARETT
Current yiokd]
Short term bank loans, secured BHRTER BEA 2022 176,495 - - - -
Short term bank loans, unsecured ~ BLHRERITE SR - IR 2022 2,788,556 = 2021 3,349,677 1,417,529
Current portion of long term bank K HF1TEFHENH L H
loans — secured - BHEA 2022 - 69,330 - - -
Current portion of long term bank K HIFTE AL HH
loans — unsecured - BEA 2022 40,631 - - — —
Medium-term notes REZE 2022 1,000,000 - - - -
Lease liabilities (note 17(0)) HEBE(RF170) 2022 190,472 - 2021 157,187 -
4,196,154 69,330 3,506,864 1,417,529
Non-current EHE
Long term bank loans, unsecured ~ REJRITEF — SEHEH 2024-2027 698,189 5,050,883 = = =
2021 convertible bonds (note 32) —EZ—FALHES
(Ft32) 2026 3,981,115 - = - -
2020 exchangeable bonds “ETEARBRES
(note (d) (Fit5E () 2023 672,273 - 2023 1,014,361 -
US dollar bonds (note (e)) EnEH (Fie) 2023-2030 11,497,177 —  2023-2030 11,681,205 -
RMB bonds (note (f) ARB&ES (FEH() 2023 508,008 - = = =
Medium-term notes HEZE - - 2022 1,000,000 =
Lease liabilities (note 17(0) BEAE (7)) 2023-2052 359,798 = 2022-2052 324,266 =
17,716,560 5,050,883 14,019,832 =
21,912,714 5,120,213 17,526,696 1,417,529




Annual Report 2021 —ZE = —FF3§

NOTES TO
FINANCIAL STATEMENTS
Rl % ¥R 2E Bl X

31. INTEREST-BEARING BANK AND OTHER 31. st EH{TRHEMEE w

BO R ROWI N GS (continued)

The repayment schedule of the interest-bearing bank and BRI REMEENERBLOT

other borrowings is as follows:

2021 2020

=E=-—F —T_FF

RMB’000 RMB’000

AR®T T AR®ET T

Within 1 year —F A 4,265,484 4,924,393

1 to 2 years —EMF 4,637,458 1,125,805

2 to 5 years WERF 16,215,645 10,928,045

Over 5 years BEFMNE 1,914,340 1,965,982
Total interest-bearing bank and other FTEIRITREMEE LT

borrowings 27,032,927 18,944,225

Less: Amount due within one year W FTAREBAED

included in current liabilities —FREIEKRIE (4,265,484) (4,924,393)

22,767,443 14,019,832

Notes: B &E -

(@) As at 31 December 2021 and 2020, the Group’s @ R-E_—FR-_F-_FTF+_H=1+—
interest-bearing bank and other borrowings were secured as A AEENBRITREAEEERS
follows: R

2021 2020
—E-—F —E-THF
RMB’000 RMB’000
AR TR AREFT
Secured by investment deposits and A EF R R K EE BEFER
long term time deposits i 40,556 326,664
Secured by all assets of certain NEFTFRAAEIHEEER
subsidiaries 55,939 116,252
Secured by pledge deposits AR 3B & 17 S 7 80,000 —
Unsecured A 26,856,432 18,501,309
27,032,927 18,944,225
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31.

INTEREST-BEARING BANK AND OTHER
BORROWINGS (continued)

Notes: (continued)

(b)

31.

FAFRERTREMEREw

fisE - ()

The carrying amounts of the Group’s interest-bearing bank b) AEEUTHEETENTBRITREM
and other borrowings were denominated in the following EEMERAENT :
currencies:
2021 2020
—B-—5 —ToTF
RMB’000 RMB’000
ARB T ARBTT
Hong Kong dollars BT 9,031,998 1,346,624
United States dollars EViH 12,309,961 12,849,846
Australian dollars BT 465,384 116,620
Indonesia Rupiah MEE 484,218 227,989
RMB AR 4,702,549 4,403,146
Euro BT 38,817 =
27,032,927 18,944,225
The floating annual interest rates of the short term bank loans () REHETEFNZFEFANRZHPEARIR
were determined based on the interest rates announced by TRAMMFE FERTREFREEBH
the People’s Bank of China, Hong Kong Interbank Offered RITREFEETE -
Rate and the London Interbank Offered Rate.
The fixed annual interest rates of the short term bank loans LH)ﬁE rAE’JIEEﬂ%ﬁ?LM%E
varied from 1.01% to 5.50% (2020: from 1.20% to 5.50%). 550% (=T =_FF : 1.20%£5.50%) °
On 24 June 2020, the Company issued US$100,000,000 d) RZZBE_ZFFA=-FTWA AREEZRF

exchangeable bonds due 2023 with interest rate of 1.50%
per annum, which are exchangeable into 613,877,227
ordinary shares of China Modern Dairy at the initial notional
exchange price of HK$1.2625 per share. The Group
classified the exchangeable bonds as financial liabilities at fair
value through profit or loss. Up to 31 December 2021,
US$11,700,000 exchangeable bonds had been exchanged
into 71,823,631 ordinary shares by the exchangeable bonds
holders upon the exercise of the conversion right. During the
year of 2021, a net fair value gain of RMB200,732,000
(2020: net fair value loss of RMB401,942,000(note 6)) arising
from the fair value change of the exchangeable bond was
recognised in other income and gains (note 5).

M150%BTHR S =Z=FFHH
100,000,000 JT A] R E % - H Al LR
B E B E (BN 1.262547T) 8
A BB R Y)%613,877,227 %15 ©
ZIS%I*‘*H‘Jx%%ﬁ%?%u@maﬁiﬂ
HEHFTABZNEREBE - HEZS
——F+-A=+—8 IXBELHEH
AITEZHRERE » 11,700,0003E 7T 7] 32 #2
BA X A71,823,631RLEEK - —F
——F ARBREFAREEBELEND
R EWREFEARK 200,732,000 (=&
—T$ ARAEEBEBFEARE
401 942,000t (P 3%6) ) 7 H fib Y A R Uit
R (EE5) °



31.

INTEREST-BEARING BANK AND OTHER
BORROWINGS (continued)

Notes: (continued)

(€)

On 7 August 2018, the Company issued five-year bonds due
2023 with an aggregate principal amount of
US$500,000,000 at 99.653% of the face value to refinance
the Company’s existing loans. The bonds bear interest at the
rate of 4.25% per annum, payable semi-annually in arrears.

On 18 July 2019, the Company issued five-year bonds due
2024 with an aggregate principal amount of
US$500,000,000 at 99.572% of the face value to refinance
the Company’s existing loans. The bonds bear interest at the
rate of 3.000% per annum, payable semi-annually in arrears.

On 17 June 2020, the Company issued five-year bonds due
2025 with an aggregate principal amount of
US$500,000,000 at 99.526% of the face value to refinance
the Company’s existing loans. The bonds bear interest at the
rate of 1.875% per annum, payable semi-annually in arrears.

On 17 June 2020, the Company issued ten-year bonds due
2030 with an aggregate principal amount of
US$300,000,000 at 99.587% of the face value to refinance
the Company’s existing loans. The bonds bear interest at the
rate of 2.500% per annum, payable semi-annually in arrears.

On 29 June 2021, the Company issued two-year bonds due
2023 with an aggregate principal amount of
RMB500,000,000 at 99.994% of the face value to refinance
the Company’s existing loans. The bonds bear interest at the
rate of 3.100% per annum, payable once a year in arrears.

As at 31 December 2021, the interest-bearing bank and other
borrowings of RMB55,939,000 (2020: RMB116,252,000)
were secured by the all assets of certain subsidiaries of the
Group with a carrying amount of approximately
RMB917,635,000 (2020: RMB1,116,994,000) in total.

As at 31 December 2021, all assets of a subsidiary of the
Group with a carrying amount of approximately
RMB1,290,965,000 (2020: RMB1,271,040,000) were
collateralised.
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32. CONVERTIBLE BONDS

In order to motivate the Group’s employees and help the
Group maintain a stable team of talent, on 26 November
2021, the Company issued convertible bonds with a
nominal value of HK$4,862,600,000 to Eaglets International
Financial Products Limited (“Eaglets”), an exempted
company incorporated with limited liability pursuant to the
laws of the Cayman Islands. Selected participants, including
directors and employee of the Group, are entitled to,
subscribe for (by themselves or through certain special
purpose vehicles) certain financial products from Eaglets.
The incentives to be received by the selected participants
from time to time will be based on returns on the financial
products derived from the performance of the convertible
bonds. The bonds are convertible at the option of the
bondholders into ordinary shares with the initial conversion
price of HK$34.73 per share beginning in 2022. In the case
of the conversion rights having been exercised in full, a
maximum of 140,011,517 new shares will be allotted and
issued by the Company. Any convertible bonds not
converted will be redeemed at its principal amount on
26 November 2026. The bonds carry interest at a rate of
3.08% per annum, which is payable half-yearly in arrears on
26 May and 26 November of each year.

There was no movement in the number of these convertible
bonds during the year of 2021.

32, R ES

AEBAEERETVHOAEEEFET
WMATHR —E=—F+—A=+,x8 "
AARM—EARERASESAEFMAL
MNERCERAFMERBRESRERER
Aal ([BEE |) 3 17mE4,862,600,000/8 7T
ZARES  c HIRSHE (REALEEE
EREB)ATBTRERE THKENAR
REFENETSMER - BEIJHEET
BESHABBENRTRRESRETE
MNEMEMER BEFFBEANEEREG
T FRREVRERESRR34.738 T
S EFIRK LB o WEIRRERERITE
QR AR R R B 1T % 140,011,517 BT
BE1D o ERARABREFBR - F+—
B-Z+"BEALER - - EHIZFHE
3.08%:T B " HFRA-FT K+ —A
ZHARNBFFERE IR

TR -EREBRRESRE L EEE
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32. CONVERTIBLE BONDS (continueq) 32. TERESF w
These convertible bonds were fair valued at AIMREFRETHHENAABEARARE
RMB4,000,000,000 at the issuance date, which had been 4,000,000,0007T * 18 ¥ B BR B 7% 3 45 £ Al
split into a liability component of RMB4,000,000,000 in F25Rn RBAEBH AKE4,000,000,000
accordance with IFRS2. JC °
2021
—E-—F
RMB’000
AR® T
Liability component at the issuance date BHITEMNEESRDY 4,000,000
Interest expense FMEFAX 11,786
Interest payable FERT RS (11,839)
Exchange realignment b 5, 38 2 (18,832)
Liability component at 31 December (note 31) RTZA=+—HBrEaG&EHS
(M5E31) 3,981,115
The benefits of the convertible bonds shall only be entitled ARBRESFEINEERREEZTE - M5
with the selected participants in five batches with 10%, Q’?Eﬁi%mﬁm%iﬁﬁffﬁﬂf_ﬁﬂf A
15%, 20%, 25% and 30% of the convertible bonds on E‘Jﬁ/\_7:: B -=F--FN

26 November 2022, 2023, 2024, 2025 and 2026
respectively, if and when the pre-set performance targets of
the participants are achieved. The weighted average fair
value of share-based payment component of the convertible
bonds granted during the year was RMB12.15 (HKD14.82
each), of which the Group recognized a share-based
payment expense of RMB51,901,000 during the year ended
31 December 2021.

F T _RFER_ZT_AEoAltEH
AR E 5 H10% « 15% ~ 20% - 25% &
0% FAMTATRBRESF RN
HozmEFEHARARERARKI12157T
(BiR14.828 L)  AEEHE-_T=_—F
T A=+ BLEFEBEBRBURNG
SRR AR #51,901,0007T °
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32. CONVERTIBLE BONDS (continueq) 32. TERRESHw
The fair value of the share-based payments component was BRSNSz A RBFERAZEAE
estimated as at the date of issuance using a binomial AR THABMEE o TRIITFAAER
model. The following table lists the significant inputs to the BERH AR
model used:
26 November
2021
— B
t—RA=1+7xAH
Dividend vield (%) AR B (%) 0.74
Expected volatility (%) T8 HR R 1 (%) 26.94-29.03
Historical volatility (%) B 1L 18 (%) 26.94-29.03
Risk-free interest rate (%) £ 3 B ) 22 (%) 0.15-1.18
Option life (years) HAREF HA () 0-5
Spot price (HK$ per share) REE (FRBRMHET) 44.65
Exercise price (HK$ per share) TEE(BRROET) 34.73
33. DERIVATIVE FINANCIAL INSTRUMENTS 33. fTEE@MIA
2021 2020
—E-—& —E-TF
Assets Liabilities Assets Liabilities
BE afE BE BfE

Notes

RMB’000 RMB’000 RMB’000 RMB’000

GEE ARETT ARSTT PNSLEWEN: S

Interest rate swaps FEEHBEL (@) 11,119 25,227 - -
Foreign currency forward ~ EHIOMEA 4
contracts (b) 1,901 12,317 2,175 38,395
13,020 37,544 2,175 38,395
Portion classified as DERIERBI D -
non-current:
Foreign currency INEREA G HBA 4
forward swaps = 11,078 - 34,742
Interest rate swaps FERGHREL 11,119 25,227 — -
Current portion mEE 1,901 1,239 2,175 3,653
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33. DERIVATIVE FINANCIAL INSTRUMENTS

(continued)

Interest rate swaps — cash flow hedge:

As at 31 December 2021, the Group had the following
interest rate swap agreements in place:

1) An interest rate swap agreement with a notional amount
of HK$2,300,000,000 whereby it receives a floating
rate of interest on the notional amount at the Hong
Kong Interbank Offered Rate (“Hibor”) monthly and
pays a fixed rate of interest on the notional amount.
The interest rate swaps are being used to hedge the
interest rate risk in relation to a HK$ denominated
floating rate bank borrowing with a principal of
HK$2,300,000,000.

2) An interest rate swap agreement with a notional amount
of HK$3,875,000,000 whereby it receives a floating
rate of interest on the notional amount at the Hong
Kong Interbank Offered Rate (“Hibor”) monthly and
pays a fixed rate of interest on the notional amount.
The interest rate swaps are being used to hedge the
interest rate risk in relation to a HK$ denominated
floating rate bank borrowing with a principal of
HK$3,875,000,000.

There is an economic relationship between the hedged items
and the hedging instruments as the terms of the interest rate
swaps match the interest payments and the principal
payments of the bank loan agreements. The Group has
established a hedge ratio of 1:1 for the hedging relationships
as the underlying risks of the interest rate swaps are
identical to the hedged risk components. To measure the
hedge effectiveness, the Group uses the hypothetical
derivative method and compares the changes in the fair
value of the hedging instruments against the changes in fair
value of the hedged items attributable to the hedged risks.

33.
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TTEE€MITAw

B &E -

(@)

MNREHAH — A REBE M

R-TE-_—F+-_A=+—H K£EEA
UTREREHBRAEHL

1) 484 % £ %852,300,000,000/8 70K
MEE]MELN Bt EFARSE
75 8R 17 A 2 37 B ([Hibor ) L EX &
R EBFEFE - WEEE
MEZMHEELEOFE - FXEH
BRENAREB T EBREALE A
2,300,000,000% 7T LA TT 5 HE K)F
B RBITEROF KRR o

2) 484 % £ %853,875,000,000/8 LK)
MEE]MELN Bt EFARSE
75 88 17 A 2 37 B ([Hibor 1) L EX &
R EBAEFE - WEEE
MEZNEELEOFE - FXEH
BRENARE T EBRALTE A
3,875,000,000 7T A TTEHE R F 2
FEBITE RO FI R R -

E¥HIE R BET TAGTELBERE - R
AR R EI]E L R B KR
TERGHOASNFECE - AEES
HPBRRIET 1B X - [RE ST
RE S #6948 8 B S 2 S R B Bk
HE - R EHPERE - AEERAR
ROTET R X E S ERELENY
HMTARAEESEDEINIRR ARER
FEITHLR -
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33. DERIVATIVE FINANCIAL INSTRUMENTS 33. fTA2®@ T Ew

(continued)

Notes: (continued) B EE : (48D
(@)  Interest rate swaps — cash flow hedge: (continued) @@ AEEBREH — ReREBHMH : (&)
Hedge ineffectiveness can arise from: HRERAI R Y S EEL ¢
o Different interest rate curves applied to discount the . FE AR BL3A B # R IE B R F &
hedged items and hedging instruments HEREFTA
o The counterparties’ credit risk differently impacting the . RGHEFNEERREHFTAR
fair value movements of the hedging instruments and EHABEENARBEBENK TR
hedged items -
D Changes to the forecasted amounts of cash flows of . E¥AHIER REAHATANTERR S
hedged items and hedging instruments mEg
The impacts of the hedging instruments on the statement of HHRTAHUBRAROZENT

financial position are as follows:

Change in fair
value used for
Line item in the  measuring hedge

Notional Carrying statement of ineffectiveness
amount amount financial position for the year
ERARGEEHA
£&E RHE HBRARER EXNALEZS
HK$'000 RMB’000 RMB’000
BETT ARETT ARBTR
As at 31 December 2021 —F--#+-fA=+-H
Interest rate swaps FEEHRAEY 3,875,000 (25,227)  Derivative financial (25,227)
instruments
(liabilities)
TESMIA
(&8s
Interest rate swaps FEEHAH 2,300,000 11,119 Derivative financial 11,119
instruments (assets)
TESMIA
(BE)
As at 31 December 2020 RZZZZF+-A=1+-A
Interest rate swaps FEEHEH = = = (7,998)
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33. DERIVATIVE FINANCIAL INSTRUMENTS

(continued)

Notes: (continued)

33.
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(@) Interest rate swaps — cash flow hedge: (continued) @ FEEBRELH — BREREEH : (B)
The impacts of the hedged items on the statement of EEHRIEEHPBRAROTENT ¢
financial position are as follows:

Change in fair value
used for measuring
hedge
ineffectiveness Cash flow
for the year hedge reserve
FRARGTELHH
EHNA R EE REeme WP EE
RMB’000 RMB’000
ARET T AR T T
As at 31 December 2021 R=ZFE=_—F+=—A=+—8
Interest rate swaps FMEEBREL - (14,108)
As at 31 December 2020 RZTE_TF+=_RA=+—8
Interest rate swaps MEFBEHL (7,998) —

The effect of the cash flow hedge on the statement of profit
or loss and the statement of comprehensive income are as
follows:

Total hedging loss recognised in
other comprehensive income

RemBHHHBESRREARIROY
2mT

Amount reclassified from other

comprehensive income to profit or loss

REt2EKE Hedge BEMZENEENAEZE Line item gross
i/ (B8 ineffectiveness  Line item in the btk amount in the
Gross recognised in statement of Gross statement of
amount  Tax effect Total profit or loss profit or loss amount  Tax effect Total profit or loss
REBHEAN Ba&ER
g8  HByE @zt BHXER fE  HByE it 4
RMB'000  RMB'000  RMB'000 RMB'000  RMB'000  RMB'000
ARETT ARETT AR%ETR AR®TT ARETT ARETR
Year ended 31 December BE-T--%
2021 +ZA=+-H
IH5E
Interest rate swaps FRERAH (14,108) - (14,108) - N/A - - - N/A
TEA TER
Year ended 31 December HE-2-%%
2020 +=A=t+-H
IHEE
Interest rate swaps FIZEREH (7,998) = (7,998) = N/A = - - N/A
TER @R
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33. DERIVATIVE FINANCIAL INSTRUMENTS

(continued)

Notes: (continued)

(b) Foreign currency swaps — cash flow hedge:

At 31 December 2021, the Group had the following foreign
currency swap agreements in place:

1)

A foreign currency swap agreement with notional
amounts of US$450,000,000 and HK$3,487,500,000
whereby the Group receives a fixed rate of interest on
the US$ notional amount at 3.00% p.a. and pays a
fixed rate of interest on the HK$ notional amount at
3.18% p.a. The swap is being used to hedge the
foreign currency exposure of a 3.00% fixed rate
bonds with a face value of US$450,000,000.

A foreign currency swap agreement with notional
amounts of US$200,000,000 and HK$1,569,800,000
whereby the Group receives a fixed rate of interest on
the US$ notional amount at 4.25% p.a. and pays a
fixed rate of interest on the HK$ notional amount at
3.925% p.a. A foreign currency swap agreement in
place with notional amounts of US$100,000,000 and
HK$784,900,000 whereby the Group receives a fixed
rate of interest on the US$ notional amount at 4.25%
p.a. and pays a fixed rate of interest on the HK$
notional amount at 3.94% p.a. These swaps are being
used to hedge the foreign currency exposure of a
4.25% fixed rate bonds with a face value of
US$500,000,000.

There is an economic relationship between the hedged items

and the hedging instrument as the terms of the foreign
currency swap contracts match the terms of the bonds. The
Group has established a hedge ratio of 1:1 for the hedging
relationships as the underlying risks of the swap contracts

are identical to the hedged risk components. To measure the

hedge effectiveness,

the Group uses the hypothetical

derivative method and compares the changes in the fair

value of the hedging instruments against the changes in fair
value of the hedged items attributable to the hedged risks.

33.

TTEEMITAEw

MEEE -

(o)

(&)
SNEEHREH — BEREE

R-TE-_—F+-_A=+—H K£EA
AT ONES B a7 3%

1) % % & % 5450,000,0003 T
3,487,500,0007% 7T #) 5N & B 12
#F BRI AEBIEFFEI3.00%
WERZE T % % & B E 5w F X A
B WIRFFE318% X N ABLH
ZEHEHNEEMERE - E]EL
A R %9 E {8 A 450,000,0003% 7T
#93.00% & 7E F| E & H K INE R s

2) % % & % /4200,000,0003 T
1,569,800,000% 7t B9 ¥\ & B #2153
BRI AEBIEFFEL.25%
B ZE T % % & B e B E F X A
B WIRFFIER3.925% 18T 4
ZEHENEEMEFE - BREH
#3100,000,000& 7T * 784,900,000
BRIV BB Bt RS
ERFHR42BWMETZE S
B EEFEF B - WK F R R
3.94% 3 478 T & & & 5 A E E F
EHE - ZELRAENAREHRE
{8 A500,000,0003% J© #94.25% [
TE R R EHHINE R o

B HIEE BET TAGTAELERE R
B R IMNE B RE K90 1R SR BB 551 {0 AR
ICAE - REREREIRRERE : 1R
X RRREREKERERED Y
HEBRKSER - BRI EEMARIE - K
SERBEBRITETRLE RS HHPE
REANISNTARAEESHES HNIE
BRAEZEETLER -



33. DERIVATIVE FINANCIAL INSTRUMENTS

(continued)

Notes: (continued)

(o)

Foreign currency swaps — cash flow hedge: (continued)

Hedge ineffectiveness can arise from:

o Differences in the timing of the cash flows of the
forecasted sales and purchases and the hedging
instruments

o Different interest rate curves applied to discount the

hedged items and hedging instruments

o The counterparties’ credit risks differently impacting the
fair value movements of the hedging instruments and
hedged items

The impacts of the hedging instruments on the statement of
financial position are as follows:

33.
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PTEEMIAw

BtsE - (48)

(o) INEEBRERH — REREEMH : (B)
$OREBAT R TR IHEE ¢

. TEAEERBENRSRERRE R
$HhTATMR

. FERMERIRE BRI B BN RA X
AR R B T A

¢ RPUTHERARYHAIAR
BEMER ML ELDERTR
ve

T AR BRRAROZENT :

Change in fair
value used for

Line item in the ~ measuring hedge

Notional Carrying  statement of financial  ineffectiveness for
amount amount position the year
FRRRGEHA
£&E HREE HBRRRER EXNALES
US$'000 RMB’000 RMB’000
TEr ARBTT ARETFR
As at 31 December 2021 RZZ=—%+ZA=1—H
Foreign currency swaps SNER]RAD 950,000 (11,078)  Derivative financial 23,664
instruments
(liabilities)
fTEERIA(ER)
As at 31 December 2020 RZZZZF+-A=1+—H
Foreign currency swaps INEEBREN 950,000 (34,742) Derivative financial (58,874)
instruments
(iabilties)
fTESRTA(BR)
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33. DERIVATIVE FINANCIAL INSTRUMENTS

(continued)

Notes: (continued)

(b) Foreign currency swaps — cash flow hedge: (continued)

The impacts of the hedged items on the statement of

financial position are as follows:

33.

TTEEMITAEw

fisE - ()

L) IMNEEBEH — REREEH : (B)

EEHIEE WP BRRROZENT

Change in fair value
used for measuring

hedge
ineffectiveness Cash flow
for the year hedge reserve
FRARGTEEHH
EHNA R EE ReEmEHPFE
RMB’000 RMB’000
ARET T ARET T
As at 31 December 2021 R=ZFE=_—F+=—A=+—8
Foreign currency swaps SNEEE G H) 23,664 (35,210)
As at 31 December 2020 RZZBEZZTF+-_A=+—H
Foreign currency swaps SNEEE G ) (58,874) (58,874)

The effects of the cash flow hedge on the statement of profit
or loss and the statement of comprehensive income are as

follows:

Total hedging gain/(loss) recognised in
other comprehensive income

BemneshHEsRE2EKERNY
ZER

Amount reclassified from other
comprehensive income to profit or loss

RE M2 EREERD Hedge BEMZENRENHRE Line item (gross
kg (B8 RE ineffectiveness  Line item in the BaNeE amount) in the
Gross recognised in statement of Gross statement of
amount  Tax effect Total profit or loss profit or loss amount  Tax effect Total profit or loss
RERRZH Ba&ER
g8  HKye @t &3 BRKER #E  HByE @zt (%)
RMB'000  RMB'000  RMB'000 RMB'000  RMB'000  RMB'000
ARETT ARETT ARETR ARBTT AREFT AR%ETR
Year ended 31 December HE-Z--F
2021 +ZA=+-8
[l£:3:3
Foreign currency swaps HEERAEH 23,664 = 23,664 = N/A = = = N/A
TEA TER
Year ended 31 December HE-ZT-%F
2020 +=A=t+-H
|FERE
Foreign currency swaps INEEREY (58,874) = (58,874) = N/A - - - N/A
@A @A
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33. DERIVATIVE FINANCIAL INSTRUMENTS

(continued)

Notes: (continued)

(c) In addition to the above interest rate swaps designated as
hedging instruments, the Group has also entered into various
foreign currency forward contracts and interest rate forward
contracts to manage its exchange rate and floating interest
rate exposures. These forward contracts are not designated
for hedging purposes and are measured at fair value through
profit or loss. A net fair value gain on foreign currency
forward contracts of RMB2,140,000 was recognised in other
income and gains during the year (note 5). A net fair value
loss on foreign currency forward contracts of RMB9,825,000
was recognised in other expenses during 2020 (note 6).

To manage its price exposure to future purchase of raw materials,
such as white sugar, palm oil and raw milk powder, the Group has
entered into various commodity futures contracts. The Group
accounted for these commodity futures contracts at fair value with
changes recognised in profit or loss. During 2020, a net fair value
loss of RMB4,568,000 was credited to cost of sales (note 7).

33.

NOTES TO
FINANCIAL STATEMENTS
Rl % ¥R 2E Bl X

TTEE€MITAw
BosE : (48)

© BRULETAHHPIAMFERTHRI K
ST ZIER INE S 4 R F KR
BHNEBHEEXRRZBFERAR - ZF
RGBT FAR  WIRAR
Bt ABamstE - REIIMNESH AR BN
5% 5 A R #2,140,0007T R F R iR A
H g A R Wzs (HE5) o R EAONEEA 4
AR EEEBRFEARKI825000TK =
T_EEHAAEMER (FizEe)

AEBAREBERREARME (FlAnERE - R
BhaRREEADH) NEERR  AEEEF L%
BERmAEEN AEERBHEIRHES LR
ARETE  MARENEBHRIBSEAER
RZZEZZTFR A2AEEBBEIFEARE
4,568,000 T 2 B $HE K AR (HFE7) o
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34. DEFERRED INCOME

Various local government authorities have granted certain
property, plant and equipment to the Group for nil
consideration, have provided finance to the Group for the
purchase of certain property, plant and equipment, and/or
have financed the Group by way of a cash donation with
certain conditions attaching to these cash donations. Both
the property, plant and equipment and grants are recorded
initially at fair value. These grants are initially recorded as
deferred income. The grants related to property, plant and
equipment are amortised to match the depreciation charge
for the property, plant and equipment granted or purchased
in accordance with their estimated useful lives. The cash
donations with unfulfiled conditions or contingencies are
only recognised in profit or loss when the Group satisfied
the attached conditions. Movements of the balances during
the year are as follows:

34.

I FE WA
AL TR EREEAAEERETET
¥ BERSE  ABEETVE  BE

BERAEEREES R HEBRS
BRI (WEFRS BN E T &) @
AEERHERE - WX - BENM&E R
EERMBARAEIR HEHBDE NS
AL AEIEWA - BETYWE - BE KR
BN RESERIBANDE
BEERENTEENT N RIFEMG
ot A]E A BB o R BESE B P T 7 A 16
#i%%$#mﬁé%ﬁﬁﬂ KA H

ER PSR RE RS NER - R
z%%mm@mT

2021 2020

—E-—fF —E_TF

RMB’000 RMB’000

AR¥ T ARMET T

At beginning of year F 1) 420,006 329,087
Received during the year F A ULER 148,101 140,708
Amortisation during the year (note 5) F s (MEEs) (90,274) (50,689)
At end of year F4R 477,833 420,006
Current portion B EREE 5> - —
Non-current portion JEBNER =L > 477,833 420,006
477,833 420,006
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35. OTHER FINANCIAL LIABILITIES 35. HttemaE
2021 2020
—EB-—fF —ETHF
Notes RMB’000 RMB’000
B 5 AR¥T AREEF T
Present value of redemption A BE UL HE AT & FEIE AR A%
amount for potential RHiERZERSREIRE
acquisition of puttable non-
controlling interests
— Low temperature — K& a 1,203,800 1,600,200
— ANI — ANI b 406,698 =
Fair value of a financial HEEZEHEED
liability arising from NiE note
the Compensation Right 22(b) 885,368 -
2,495,866 1,600,200
Portion classified as non- DI RIERNEE
current 1,292,066 —
Current portion BIHEAEL 5 1,203,800 1,600,200
Notes: B &E -
a) Under the equity joint venture contract entered into between (@ IBIEAFRZRFHEDanone Asia Pte Ltd.

Inner Mongolia Mengniu and Danone Asia Pte Ltd. (“Danone
Asia Pte”) dated 9 August 2013, an option was granted to
Danone Asia Pte to terminate the equity joint venture
contract and sell the entire Danone Asia Pte’s equity
interests in the equity joint venture to Inner Mongolia
Mengniu at the exercise price within a 15-day period at the
beginning of each biennial (2-year) period from the seventh
(7th) anniversary of the relevant closing date under the
amended and restated framework agreement, subject to
compliance with the then applicable laws and regulations
(including the Listing Rules) by the Company, including the
then relevant Listing Rules in connection with connected
transactions. As at 31 December 2021, the Group
derecognised a non-controlling interest of RMB540,237,000
(2020: RMB445,788,000) and recognised a present value of
the amount payable upon exercise of the option of
RMB1,2083,800,000 (2020: RMB1,600,200,000) as a financial
liability and accounted for the difference in equity.

([Danone Asia Pte|) SIS BEAR =T —=
FNANBHEELES L - Danone
AsiaPte X —TREE IR #E - P B BRI RE
SIMERBZEAEERB R E7)BF
B FWQ)FHMAREBIGAARIEEE
KESH WROTEBERAARZFEE
Danone Asia Pteid & & A &l ) 2 ZRR%4E -
MEZR A B AR SF E R Y A B RO
(BFELTHRADNRE  SFEER ETR
AlERBEERSNRAE - R_T = —

+ZA=+—8 AEERIBERARE
540,237,000t (ZE T F : ARK
445,788,0007T ) B FEEARAR R A 2 - 1R
RIETEERERENONSHBEREA
R #1,203,800,000 T (ZZE=_ZF : AR
#1,600,200,0007T) ' I % Z= XE&F A #E

2%
m ©
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35. OTHER FINANCIAL LIABILITIES (continueq) 35. HihemEEw

Notes: (continued) BEE : ()

b) During the year of 2021, the Company and Augite Capital ) Z—ZT=—%F AQRQFAHEAugte Capital
Limited (“CAGIF”), Fortune Fund L.P. (“Fortune”) and ltochu Limited ([CAGIF]) - Fortune Fund
Corporation (“ltochu”) entered into separate agreements, L.P.([Fortune]) & Iltochu Corporation
according to which, put options were granted to CAGIF, (Ttochu) AT EBiHpE BT T
Fortune and ltochu to sell their equity interests in ANI to the CAGIF * Fortune X Itochum A< 2 &) i & Fr
Company. As at 31 December 2021, the Group FANIRENR A R = —F
derecognised a non-controlling interest of RMB131,523,000 +TZA=+—0  AEERIERARE
and recognised a present value of the amount payable upon 131,523,000 # FE 438 % A% o1 1 25+ 30 T
exercise of the option of RMB406,698,000 as a financial RIBTEHAEREMNERABREAR
liability and accounted for the difference in equity. #406,698,0007T + I % Z KEFT A MR o

36. SHARE CAPITAL 36. B
2021 2020
—EB-—F —E-FF
RMB’000 RMB’000
AR®T T ARBFIT
Authorised: VATE
Ordinary shares of HK$0.1 each FHEEECAE TN
A 565,022 565,022
Number of
ordinary
shares
ZEREE
Note ’000 RMB’000
B 5 T AR¥T T
Issued and fully paid: BT

At 1 January 2021 R-ZE-_—F—H—H 3,948,108 359,359
Shares issued under the equity- HRAE A RR D S - H0 BB A i
settled share option scheme FrEIEITRMD (a) 5,071 415
At 31 December 2021 R-TB_—4F
+=—A=+—H 3,953,179 359,774
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36. SHARE CAPITAL (continued) 36- Hﬁm(ﬁ)
Number of
ordinary
shares
LTBREE
Note 000 RMB’000
B 5 T Bz ARETF T
Issued and fully paid: BT MR
At 1 January 2020 R-E_ZTF—H—H 3,935,015 358,257
Shares issued under the equity- RAB LARR D - A0 BB A i
settled share option scheme sHEI 1T (a) 13,093 1,102
At 31 December 2020 RZEZTF+=A
= =[E 3,948,108 359,359
Note: Bt 5
(@)  Details of the Company’s share option scheme and the share @  ARRERER S RBEZATEIEITHE

37.

options issued under the scheme are included in note 39 to
the financial statements.

OTHER RESERVES

The movements of the Group’s reserves and the
movements therein for the current and prior years are
presented in the consolidated statement of changes in
equity of the financial statements.

In accordance with the relevant PRC laws and regulations,
the PRC domestic companies are required to transfer 10%
of their profit after income tax, as determined under the
PRC accounting standards and financial regulations, to the
statutory common reserve. Subject to certain restrictions as
set out in the relevant PRC laws and regulations, the
statutory common reserve may be used to offset against the
accumulated losses, if any.

37.

P HEE O R 1B B 51 10 B 75 SRR P RE B9 ©

H o f#% 8
20 98 L B 5 2 4 OB £ 4R e
BT WAMBRENG ERRHER -

REFEBAREIERSERORTE -+
AR BIAERERAFHENER10% (RES
HEs EA R BOEREE) BREEAER
e  REBETEEGRERIERAEET
REIRE EERTES AT ABIERER
AAEE(A) -
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38. NOTES TO THE CONSOLIDATED

STATEMENT OF CASH FLOWS
Major non-cash transactions
During the year, the Group had non-cash additions to

(@

(b)

right-of-use assets and

lease

liabilities of

RMB169,797,000and RMB169,797,000. respectively,
in respect of lease arrangements for plant and

equipment (2020:
RMB199,762,000).

RMB199,762,000 and

Changes in liabilities arising from financing

activities

During the vyear,

equity interests in a subsidiary.

a non-controlling shareholder
converted RMB64,386,000 convertible bonds

into

38.

(@)

(b)

FR-

mE

BeEREBHRKRME

FEFRERS

RER AEERBEREEZ2HE
ZHAAEEFAIERCFEAREER
HEBES R AAREE169,797,000
TR AR169,797,000c (T -
F : AR #199,762,0007T & A R &
199,762,0007T) °

REMEEHNREZE

— 2 I AR B 6 A R #564,386,000

A EREFLBS—RTRRRRE -

2021
—E--%
US$100,000,000
2020 1.5%
Corporate  exchangeable Convertible Lease
Bank loans bonds bonds bonds liabilities
—Z-8F
100,000,000 7
EER1.5%HT
RITER AREH REEH ARRES HESE
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AR%T R ARBTR AR%TR AR%T R ARETR
At 1 January 2021 W-Z-—%—F—§ 4,767,206 12,681,205 1,014,361 - 481,453
Changes from financing cash flows RERERED 3,512,745 500,000 - 4,000,000 (307,316)
New leases HEHE - - - - 335,731
Interest expense FISRX% - 132,258 - 12,415 25,462
Acquisition of subsidiaries ¢ SN 668,653 = = 63,757 23,025
Net fair value loss on exchangeable ARBEHFZ ARER
bonds BEFE = - (200,732) - -
Exercise of exchangeable bonds AFEARBES = - (117,328) - (7,854)
Conversion of convertible notes BRARRER = = = (64,386) =
Exchange realignment EH AR (124,521) (308,278) (24,027) (30,671) (231)
At 31 December 2021 RZZE=—%+2R
== 8,824,083 13,005,185 672,274 3,981,115 550,270
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(b)

()

Changes in liabilities arising from financing

activities (continued)
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2020
23
US$194,800,000 US$100,000,000
2017 2020 1.5%
Corporate exchangeable exchangeable
Bank loans bonds bonds bonds Lease liabilities
—E-EF
—Z—+% 100,000,000 T
194,800,000%7 FEE1.5%K7
RATER AREH ARAESR RBEH HERE
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTT ARBTTT ARBTFT ARBETT ARBFT
At 1 January 2020 “T-Z%—f—H 12,663,259 8,935,369 1,374,780 - 499,402
Changes from financing cash flows mﬂﬁfﬁﬁ/ﬁ‘&‘iﬂ (7,826,447) 4,630,052 (1,435,055) 705,550 (188,198)
New leases HERE - - - = 199,762
Covid-19-related rent concessions FABRRSZIEHEE
from lessors ZHUAAEERE = = = = (3,089)
Interest expense FBRZ = 13,066 — — 21,780
Terminate lease contract before the REmB SRR ERE
date expiration A = = = = (48,483)
Net fair value loss on exchangeable ARMEHFZAREE
bonds BER = = 28,459 373,483 =
Exchange realignment R A (69,606) (897,282) 31,816 (64,672) 279
At 31 December 2020 RZZE-ZF+-
==F 4,767,206 12,681,205 - 1,014,361 481,453
Total cash outflow for leases (c) HERESREALRE
The total cash outflow for leases included in the %JWHE’:\EEQ/A@J#E%% M ER SR
statement of cash flows is as follows: BEMT
2021 2020
—E=2_-— —E-FF
RMB’000 RMB’000
AR¥T ARBFT
Within operating activities R EEBEN (191,077) (141,187)
Within financing activities REEEBR (307,316) (188,198)
(498,393) (829,385)
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39. SHARE OPTION SCHEME

The Company operated two share option schemes (the
“Share Option Scheme”) for the purpose of providing
incentives and rewards to eligible participants who
contribute to the success of the Group’s operations. Eligible
participants of the Share Option Scheme include the
Company’s directors, including independent non-executive
directors, other employees of the Group, suppliers of goods
or services to the Group, customers and any person or
entity that provides research, development or technological
support to the Group. The share option scheme adopted by
the Company on 28 June 2005 (the “Old Share Option
Scheme”) had expired on 27 June 2015. On 3 June 2016,
the Company adopted another share option scheme (the
“New Share Option Scheme”), and the New Share Option
Scheme will remain in force for a period of 10 years from
the date of adoption.

The maximum number of shares in respect of share options
currently permitted to be granted under the Share Option
Scheme is an amount equivalent, upon their exercise, to
10% of the total number of shares of the Company in issue
as at the date of approval and adoption of the Share
Option Scheme, provided that the Group may at any time
seek approval from its shareholders to refresh the limit to
10% of the shares in issue as at the date of approval by
the shareholders in a general meeting where such limit is
refreshed. The maximum number of shares issuable under
share options to each eligible participant in the Share
Option Scheme within any 12-month period is limited to 1%
of the total shares of the Company in issue at any time.
Any further grant of share options in excess of these limits
is subject to shareholders’ approval in a general meeting.

Share options granted to a director, chief executive or
substantial shareholder of the Company, or to any of their
associates, are subject to approval in advance by the
independent non-executive directors. In addition, any share
options granted to a substantial shareholder or an
independent non-executive director of the Company, or to
any of their associates, in excess of 0.1% of the shares of
the Company in issue at any time or with an aggregate
value (based on the closing price of the Company’s shares
at the date of grant) in excess of HK$5,000,000, within any
12-month period, are subject to shareholders’ approval in
advance in a general meeting.

39.

B ESHE

AKX B RR S #7118 s s =t ) ([ 8 i &t
) BNARBYEAREEEBRINIEL
BRI SER2EE  YRREFELRE -
BREMENSEREZEERREAR
AEF(BREMIFNTES)  AKEHZ
HtES  AEEZERARBHER -
BEPUARANEEREHT - FEREAM
XENERALTRER -ARAR_ZFZ
AFERNRAZTNBRANERESE (&
BRESEDER=_ZE—HF~A=T+
HEIH - R-ZT—RFARNA=R " ARFR
Az —BERkEta (TFHBRETSE) - M
BRI EZRA AR+ FRBR -

REREEBRETSATRENBRERL
TEERATHRTNRNDBERZHEERA
REERERRABRIESEE BB #T
B fn 8 810% - e 7N 55 8] 7] i B UOR AR R
HEKSEREFBEESRRNEHELRE
FHOBRRAS RO AR EEREH#
1IN 10% = IMERI+ — @A R A - R
BRENZRTTEREAEASLEER
2EENRNHBRS BN EMEBHARE
BEEITROAE1% - LER L EREH L
EFREBRE  BAKLERRERAE £
#kE -

AARBES TETHRABREZRR
FRFEMBEARLDNBERELELS
SIFMITESFAAE © ptoh - WEM+ =
BEAHREA - RRARNATEERREIBEL
FHTEFH RS ZEABBEARLNE
o] B8 PSR R E MBI S R AN R R 2 BT AR
70.1% 48 E (IR H B IR R B UL
M B &t &) #8 15,000,000/ 7T * 4 B AR
RIEBRAG EERHLE -



39. SHARE OPTION SCHEME (continueq)

The offer of a grant of share options under the Old Share
Option Scheme may be accepted within 20 business days
from the date of offer, upon payment of a consideration of
HK$1 in total by the grantee. The exercise period of the
share options granted is determinable by the directors, and
commences after a certain vesting period and ends on a
date which is not later than seven years from the date of
offer of the share options.

The offer of a grant of share options under the New Share
Option Scheme may be accepted upon payment of a
consideration of HK$1 in total by the grantee. The exercise
period of the share options granted is determinable by the
directors, and commences after a certain vesting period and
ends on a date which is not later than five years from the
date of offer of the share options.

The exercise price of share options is determinable by the
directors, but may not be less than the highest of () The
Stock Exchange of Hong Kong Limited’'s (the “Stock
Exchange”) closing price of the Company’s shares on the
offer date of the share options; (i) the average Stock
Exchange closing price of the Company’s shares for the five
business days immediately preceding the offer date; and (jii)
the nominal value of the shares.

Share options do not confer rights on the holders to
dividends or to vote at shareholders’ meetings.

39.
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BB & w

AR AR E B RS 8T RN B g

EHEAR0EEERAUAIMNRESHKE
TEALLEZ - REBRENTEDRRE
BRE - THEHBX-—BBHRESR

ETERROBEEEZEACF ZAKLE -

EEARFBRESAE TARINRES
HKUBTEM RS - ROBRENTTES
MEFTERE TEHBX -FBHRE
ARETENROBEREZZEARFZA
Rk o

BRETFERESET - ETTERR()A
RABOREBELEREEZCBER S
AERGARAR ([BRFT]) BT W m
BHAQRRABROREEZERE L BHBHATR
EEEBEBIMATHROFEHETE: &
(i EERS & °

BREFEABRERREINKERAE

=
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39. SHARE OPTION SCHEME (continueq) 39.

Particulars of outstanding share options

Exercise period of share

fBIR R &l
& RATRERBIRIEFF 1B

Weighted
Exercise price average fair
per share value per share

Date of grant options (both dates inclusive) option (note e) option
BRENTEDRB BHEREN BHEREN
BHBH (BFEEEWMA) TEME (Mizte) MEFHEAARE
(HKS) (HK$)
(& 7T) (& 7T)
13 July 2017 13 July 2018 to 12 July 2022
(note a) 14.812 3.99
—E—tFEHAT=H —E-NFLA+=H=ZE
T —F+ A+ =H(WEa)
7 May 2018 7 May 2019 to 6 May 2023
(note b) 26.05 7.98
—ZE-N\FRALH —E-NFRAEHEZE
ZT==FHRANA (ftzEb)
24 December 2018 1 April 2019 to 23 December 2023
(note c) 23.93 7.16
—E-NFE+ZA=+HEHA —ET-NFRA—HZE
—E-=f+ZA=+=H
(MfEe)
1 April 2020 1 April 2021 to 31 March 2025
(note d) 26.54 6.42

—E-ZFPNA—H

—E-—FEOMA—HZE
—E-_RAFE=A=+—H
(P 3Ed)

Notes:

G

a) The share options will be vested in two equal batches with a)
50% of the share options granted vesting on the first and
second anniversaries of the date of grant. In addition, the
share options will only be vested if and when the pre-set
performance targets of both the Group and the participants
are achieved. Unless all of these targets are met, the share
options will lapse. The share options have a contractual life

of five years.

BREEIR_FENEE 0% KB
BRENBRHBHESE - R _EBRFH
JB o b - EEIAEE R 2EENTR
ERABR RMBAHBRESTERE - 4
ReEH LA 2B R - BB HBARER
R - BIEZ ROMBIRSE -



39. SHARE OPTION SCHEME (continueq)
Particulars of outstanding share options (continued)
Notes: (continued)

b)

The share options will be vested in two equal batches with
50% of the share options granted vesting on the first and
second anniversaries of the date of grant. In addition, the
share options will only be vested if and when the pre-set
performance targets of both the Group and the participants
are achieved. Unless all of these targets are met, the share
options will lapse. The share options have a contractual life
of five years.

The share options will be vested in four batches with 70% of
the share options granted vesting in three equal batches on
1 April 2019, 2020 and 2021, and the remaining 30% of the
share options granted vesting in their entirety on 1 April
2022. In addition, the share options will only be vested if and
when the pre-set performance targets of both the Group and
the participants are achieved. Unless all of these targets are
met, the share options will lapse. The share options have a
contractual life of five years.

627,283 share options will be vested in two batches with 70%
of the share options granted vesting on 1 April 2021, and
the remaining 30% of the share options granted vesting in
their entirety on 1 April 2022. 389,604 share options will be
vested in their entirety on 1 April 2021. In addition, the
share options will only be vested if and when the pre-set
performance targets of both the Group and the participants
are achieved. Unless all of these targets are met, the share
options will lapse. The share options have a contractual life
of five years.

The exercise price per share option was the average closing
share price for the five business days immediately preceding
the grant date or the closing price of the shares on the
grant date.

All the above options granted have no cash alternatives.
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BREEw
&) AR 4T R B AR A R 1R )

B &E -

b)

(#8)

BREESR_ZENHEE 0% RHEE
BRENBEHBHESE - R _BBFH
JB o stoh - B EDAEE K2 EE TR
ERBABR MBERHEBRESTERE &
ReEH L2 E % - QA HBRER
Rk - BIREZROMBPRF -

BREE S RONEE - 70% R HER

BR-Z2—NF —F-FTER-T-——
EMA—AHZERBE - HHI0%EHE

HERER-_T__FHOA—-B2%%
JB o b - B EDALE K2 EE TR
EXRABGR MBEHEBRESTERE -
ReEH L 2B R - BB BB IRER
Rk - BIREZROMBPRE -

627,283 IERIEK D AMHEE - 70%
ERHERER_S-_—FMWA—HBH
B ESRS0%EREBRER-_T=_=
WA —B2E 5B ° 389,604 IR AE A5
—E-—FNA—A2HRE - I
HENAEERSBEENEERABE
Al EEERESERE - fMAER it
2EEAZ - BIAREREARAE S 0k - AR AR
BB AF o

SHERENTEEDEER L BSR
1% 2 B B P 1 e e (B 33 h B H3 Y
Pt Ui (&

EiiFr AR N ERED T RS M -
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39. SHARE OPTION SCHEME (continueq)

Movements of outstanding share options

39. EREE w
CEXEREL )

As at Exercised Lapsed/ As at  Exercisable at

1 January Granted during during forfeited during 31 December 31 December

Date of grant 2021 the year the year the year 2021

RZB=-%

R=B=-f t=A=t+-H

REAH =JH= FREM ERTE FRAXRNRK q17{E

13 July 2017 “T-tFtA+=A 2,223,903 = (335,800) = 1,888,103 1,888,103

7 May 2018 “ZT-\fnAtH 3,029,141 = (697,520) = 2,331,621 2,331,621
24 December 2018 —I-N\E

+-A=t+EA 23,636,303 = (3,654,012) (109,331) 19,872,960 11,245,920

1 April 2020 ZZ-TFMA-A 1,016,887 = (383,331) (13,345) 620,211 432,213

Total o 29,906,234 = (5,070,663) (122,676) 24,712,895 15,897,857

As at Exercised Lapsed/ As at Exercisable at

1 January  Granted during during  forfeited during 31 December 31 December

Date of grant 2020 the year the year the year 2020 2020

RZB-%%

RZZZFF RZZZ%F +ZA=1+-H

BitAE —R-8 ERR ERNfE EAXH/9M +ZA=t-A CIkr:d

13 July 2017 “T—t5tA+=H 4,834,032 = (2,610,129) = 2,223,903 2,223,903

7 May 2018 “Z-\FRAtH 7,384,194 - (4,048,616) (306,437) 3,029,141 3,029,141
24 December 2018 “T-N\E

+-A=1+EA 33,781,930 - (6,434,684) (8,710,943) 23,636,303 8,218,563

1 April 2020 “Z-ZEMA-H - 1,016,887 - - 1,016,887 -

Total 5] 46,000,156 1,016,887 (13,093,429) (4,017,380) 29,906,234 13,471,607

Subsequent to the end of the reporting period, out of the

total

outstanding share options of 24,712,895

(2020:

29,906,234) as at 31 December 2021, no (2020: 122,333)
share options had lapsed due to the unfillment of vesting

conditions.

The Group recognised an expense of RMB8,519,000 (2020:
RMB52,217,000) relating to the fair value amortisation of
share options during the year.

RZE-_—F+_A=+—HEERTHED
BB 04, 712,895 (ZE T F ¢
29,906,234 - WE(ZZT T F :
122,333 ) B AR 7 A R 2 B 85 B & 14

WEPREKRK -

AEERFAEREHEBRBEAAEEHE

"B X A R #8,519,0007T (=
ABR#52217,0007T) °

= — =

&



39. SHARE OPTION SCHEME (continueq)

Movements of outstanding share options (continued)

The average fair value of equity-settled share options
granted during the year was estimated as at the date of
grant using a binomial model, taking into account the terms
and conditions upon which the options were granted. The
following table lists the significant inputs to the model used:
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B8 B R T Bl o

el R AIT B AR AR 2 B ()
REARARE ARG ZAHERE 2 FHA
AEDREEHBBER B EENXEST
HEr  WEEREHERE R EERK
1648 - TREFIFTRER 2 8 KA S5

1 April 2020

EH—E

Dividend vyield (%) A% B (%) 0.69
Expected volatility (%) T8 HA R B) K (%) 32.30
Historical volatility (%) ﬁsii)ﬁjﬂ'(%) 32.30
Risk-free interest rate (%) R (%) 0.53
Option life (years) E%Hﬂiﬁi,ﬂﬂ (%) 5
Spot price (HK$ per share) REE BT/ BR) 26.30
Exercise price (HK$ per share) IEE BT/ BR) 26.54

The expected volatility reflects the assumption that the
historical volatility is indicative of future trends, which may
also not necessarily be the actual outcome. The spot price
is the closing price of the Company’s shares at the grant
date. The exercise price is the average closing price per
share as stated in the Stock Exchange’s daily quotations
sheets for the five business days immediately preceding the
grant date.

The 5,070,663 share options (2020: 13,093,429) exercised
during the year resulted in the issue of 5,070,663 (2020:
13,093,429) ordinary shares of the Company and new share
capital of RMB415,000 (2020: RMB1,102,000) and share
premium of RMB98,418,000 (2020: RMB255,411,000), as
further detailed in note 36 to the financial statements. The
weighted average share price at the date of exercise of
these options was HK$48.72 (2020: HK$34.53).

%ﬁﬁﬁﬁiﬂ?}iﬂ%rﬁ’iﬁﬁwTiﬁﬁfﬁkﬁﬁ
ZHRR BT ERERER - REER
ARARMHVRE LA HHE’JJ%ZWE ° Tﬂ;‘Efﬁ
RBRXMEAREXRMRERR G A8
REZEXABNSREGFHKRTHE -

5,070,6631% (= Z = Z F : 13,093,4291%)
BIRERFERNITHE - B #%175,070,663
B(ZZT =T : 13,093,4290%) & R 7] &
B EEFIRAAR415,000T (ZF
—TE AR¥A1,102, ooo;%) MG REA
R #98,418, 00071(_ ST HF: AR
255,411,0007T) © BN I 3Rk & W 5
36 ° &t%%ﬁi%#ﬁﬁﬁE’Jﬂu%ﬁ‘uiﬁﬁ%ﬁ
BA8T2HBITL(ZE T F : 34.5387L) ©
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39.

40.

SHARE OPTION SCHEME (continued)
Movements of outstanding share options (continued)
At the end of the reporting period, the Company had
15,897,857 (2020: 183,471,607) vested share options
outstanding under the Share Option Scheme. The exercise
in full of the remaining share options would, under the
present capital structure of the Company, result in the issue
of 15,897,857 (2020: 13,471,607) additional ordinary shares
of the Company and additional share capital of
RMB1,323,000 (2020: RMB1,057,000) and share premium
of RMB305,057,000 (2020: RMB238,517,000) (before issue
expenses).

SHARE AWARD SCHEME

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

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

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

39.

40.
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e RITEE R EEE )

RMEBR  AABEBRETSETS
15,897,857 (=& ZE 4 : 13,471,607
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BRGET  2EITERTHERESSE
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F 1 13,471,607%) EBAX « BEIMEG AR A
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40. SHARE AWARD SCHEME (continueq) 40. RERBE 8w

Subject to any early termination as may be determined by
the board, the share award scheme shall be valid and
effective for a period of 5 years commencing on the
Adoption Date. On 13 July 2017, the directors of the
Company approved to extend the validity period of the
share award scheme for approximately another five years to
26 March 2023.

Particulars and movements of the share award

XRNEZGAREENEMNRERL
IR 2B A &S N R B B ET A A
N—EBARRER -R_T—tFLA+=
B ARANEZREERKE REE
MERRANRAFE_T_=ZF=A=+~
H -

RERBTEFBERED

scheme
Lapsed/
As at Granted Vesting forfeited As at
Fair value 1 January during during during 31 December
Date of grant Notes per share 2021 the year the year the year 2021
R=B=-% ERXY/ R=-B=-%
B AH Wit BRANME -A-8 FRE FRER Bl +=A=t-H
(HKS)
(B
5 June 2019 “E-NERARAE (o) 28.80 3,045,528 = (3,004,789) (40,739) =
22 May 2020 “Z-ZF
TA-t=H (©) 27.30 7,552,397 = (3,648,751) (535,892) 3,367,754
15 April 2021 —E_—F
mA+HEA (d) 44,35 = 4,503,205 = (377,634) 4,125,571
10,597,925 4,503,205 (6,653,540) (954,265) 7,493,325
Lapsed/
As at Granted Vesting forfeited As at
Fair value 1 January during during during 31 December
Date of grant Notes per share 2020 the year the year the year 2020
R=ZE=F4F ERNKR/ KZZZTE
it A i3 FROAE —A-H FREIH ERNRR B +ZRA=+—-8
(HKS)
(A7)
7 May 2018 —F-\§RA+tA (@) 26.05 2,861,687 - (2,804,684) (57,003) -
5 June 2019 “Z2-NERAAA (b) 28.80 6,622,058 - (3,245,705) (330,825) 3,045,528
22 May 2020 “T-TE
iA-1+-H () 27.30 - 8,199,897 - (647,500) 7,552,397
9,483,745 8,199,897 (6,050,389)  (1,035,328) 10,597,925
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40. SHARE AWARD SCHEME (ontinueq)
Particulars and movements of the share award
scheme (continued)

Notes:

(@)

On 7 May 2018, the Company granted 6,693,084 shares
under the share award scheme to the Participants,
representing approximately 0.2% of the issued share capital
of the Company as at the adoption date. These granted
shares would vest in two equal batches on the first and
second anniversaries of the date of grant in accordance with
certain vesting conditions.

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

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

On 15 April 2021, the Company granted 4,503,205 shares
under the share award scheme to the participants,
representing approximately 0.13% of the issued share capital
of the Company as at the adoption date. These granted
shares would vest in two equal batches on the first and
second anniversaries of the date of grant in accordance with
certain vesting conditions.

During the year, 954,265 (2020: 1,035,328) shares lapsed
due to the unfillment of vesting conditions under the share
award scheme.

40. RERBEw
REZBHIAABEREHw

MsE

@ Z—ZZE—/N\ERALA ARFREREL
B a1 8l R £ B 4 % 16,603,084 B A% 15 -
EARBREMBENEZRITREALY
0.2% - WEERBHRDES B_5HE
B BEETEBGRGHAREBEHEE -
k-EEAFHR -

) —ZZT—AFENARB G ARTREREE
BYET 8l 2 B & % 18,201,104 AR A% 15
EARBREMBENEZITREALY
0.23% ° WEBEEHNROED B=5H
BB BEETHEBREHELBHES
—R-EAFRE -

© Z—ZE-TFERA-—+=-B AAGRER
= BRI [A) 22 B 3 X 18,199,897 AR %
17 EAR B RN B BB BITRAL
0.23% ° WEBEEHNROES B=5H
BB BEETHEBREHELBHES
—R-EBAFRRE -

) Z=ZE=——FWMWA+HAB XRAERERKE
S ET &) ) 2 B 2 X H 4,508,205 8% %
17 EAR B RN B R B BITRAL
0.13% - WEBEEHNROES B=5H
BB BEETHEBRGHELBHES
—R-EBAFRR -

RNER - 954265 (ZFE =T F :
1,035,328% ) B 19 B oK RE 2= 2| I = 48 Bh 51
2R B IS AR -



40. SHARE AWARD SCHEME (continueq)

41.

Particulars and movements of the share award
scheme (continued)

The fair value of the shares granted was calculated based
on the market prices of the Company’s shares at the
respective grant dates. No dividend will be considered. The
fair value of the shares granted on 15 April 2021 was
HK$44.35 per share (on 22 May 2020 the fair value was
HK$27.30 per share). During 2021, the Group recognised a
net expense relating to the share award scheme of
approximately RMB173,773,000 (2020: RMB165,423,000) in
the consolidated statement of profit or loss during the year
(note 7).

During the year, 6,653,540 (2020: 6,050,389) shares with a
total amount of RMB27,672,000 (2020: RMB76,755,000)
were vested and exercised under the share award scheme,
resulting in the transfer out of RMB167,168,000 (2020:
RMB141,329,000) from the share award reserve, with the
difference of RMB139,496,000 (2020: RMB64,574,000)
debited to the share premium account. The weighted
average share price at the date of exercise of these shares
was HK$12.59 (2020: HK$13.89).

A PARTLY-OWNED SUBSIDIARY WITH
MATERIAL NON-CONTROLLING
INTERESTS

Details of the Group’s subsidiary, Yashili, that has material
non-controlling interests are set out below:
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40. 15 M3t B o

41.

BRI R 2

BEEEBROBNAABIIERERRRRG K
EREBHOMERTE SR TEHRKR
BeoZZ-—FMA+RHAFENERND
NAEAERIMMIBSET(ZE-_TFHA
“+ZHENARBEAER27.30B L) - =
T —FRN - AEBFARGEETERS
BRAREEHAFEAFILIEHOARE
173,773,000t (ZZE = F : ARK
165,423,0007T) (F7E7) °

FN - BEAAREE27,672,000T (2=
TF /\Eﬁ%m 755,0007T) #96,653,540
fE (== == : 6,050,389/%) H%}E*E%F
REERAEEBRITE  EHERES
f%bﬁ%ﬁﬁ%ﬂj/kﬁﬁ%mma&ooo%(:%:
T AR#141,329,0007T) c ZEAR
#139,496,000 L (ZE T F : AR¥
64,574,0007T) B B 5 m BRI o 1S
BB ATT{E B AR pniE F 1 RR (B A 12.597%
TL(ZE=FF 1 13.898 L) °

BREARFERKRRERAFD
BETFAA

AEBHBEERFEBRBREERZN T AR
HETFMFEBRT

Percentage of equity interest held by
non-controlling interests:

Profit for the year allocated to non-
controlling interests:

Dividends paid to non-controlling
interests:

Accumulated balances of non-controlling
interest at the reporting dates:

BB D

AWz

e

IE1E Hxﬂxﬁﬁéﬁﬂfﬁ )

IRIE Hxﬂiﬁﬁéﬁé%fﬁﬁ’\]

RE B HIRERBCR
R RETAERR -

—B-—FFH

[F) S 422 St s R 2 I 1

2021 2020
—E-—F —ETF
RMB’000 RMB’000
AR® T ARBFT
48.96% 48.96%
(42,544) 46,407
3,770,030 3,865,165

305




306

China Mengniu Dairy Company Limited FEIR4 ¥ ER AT

NOTES TO
FINANCIAL STATEMENTS
Ril 75 ¥R 72 Bl 5T

I NTE R ESTS (continued)

The following tables illustrate the summarised financial
information of the above subsidiary. The amounts disclosed
are before any inter-company eliminations:

ﬁﬁ%i\\ﬁl(ﬁ)

41. A PARTLY-OWNED SUBSIDIARY WITH 41. BEAEAFERRREZNIT D
MATERIAL NON-CONTROLLING

TRIVR Bl F RBEIO A B ER - B
BENSBEARTEARERR BRI

Yashili Yashili
e+ F i ugl
2021 2020
—EB=-—F —TFF
RMB’000 RMB’000
AR® TR ARBETIT
Revenue A 4,434,700 3,649,206
Total expenses sz 42 %8 (4,516,063) (3,548,125)
Profit/(loss) for the year NEZH,(EE) (81,363) 101,081
Other comprehensive loss for the year N 4F B i 2 TH E5 18 (114,335) (53,861)
Total comprehensive income/(loss) for FREEEE(EE)
the year Rk (195,698) 47,220
Current assets mENE E 3,649,386 3,602,789
Non-current assets IERBEE 3,629,947 4,189,189
Current liabilities nEaE (1,710,945) (2,028,836)
Non-current liabilities EREEE (40,329) (39,975)
Net cash flows (used in)/from operating KESEEN (FTA) EEW
activities WEmEFHE (264,402) 118,740
Net cash flows (used in)/from investing ®EEE (BT, ELW
activities ReREFEE (65,648) 1,067,064
Net cash flows from financing activities MESTHEENHESRE
R 53,681 71,076
Effect of exchange rate changes on cash EXEHHIR G NELE
and cash equivalents BYNTE (11,988) (14,756)
Net increase/(decrease) in cash and cash (R& RIRESZEE WL N,
equivalents CR) FE8 (288,357) 1,242,124




42. BUSINESS COMBINATION

In 2021:

Acquisition of AICE Holdings Limited

On 28 March 2021, Golden Stage, a subsidiary of the
Group acquired an additional 25.56% equity interest in
AICE, in which the Group previously held an 11.12% equity
interest and classified as the Group’s financial assets at fair
value through profit or loss under IFRS 9. After the
acquisition, Golden Stage held a 36.68% equity interest in
AICE and obtained control over AICE. AICE is mainly
engaged in the manufacture and sale of ice-cream products
of AICE brand. The acquisition was made as part of the
Group’s strategy to expand its market share of ice-cream
products in Southeast Asia.

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

42,
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EBE6t

R-ZEBEZ—fF:

W EEAICE Holdings Limited
ZEZ—F=AZ+N\B - AEEZFA
F]Golden Stagellk BEAICE%E 51N25.56% 1
%= - AEBE AR AAICE 11.12%#2% « 1R
BEIE I BHRE L EIR S EAAEER
AREFAEEHNESRMEE - WE% -
Golden Stage#EAICE 36.68% £z » I
EU1S £ AICERY 2 Il 4 - AICEE Z/ EAICE
mhEKENE B EEREE - #THE
ThE R 7N & B 70 B P 51 ok K EOME
M50 82 SR o

AEBEEBZ AR EEFE TR
za bt Bl 5T 2 RAICER) FE IR #E 25
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42. BUSINESS COMBINATION (continueq)

In 2021: (continued)

Acquisition of AICE Holdings Limited: (continued)
The aggregate fair values of the identifiable assets and

42, ¥ 5w
R-E2E-—F ' w
WEEAICE Holdings Limited (&)
RUEE B E - AICER AR EERBER

liabilities of the AICE as at the date of acquisition were as RELREOT
follows:
Fair value
recognised on
acquisition
W BB R RE SR Y
ARE
RMB’000
AR T
Property, plant and equipment ME - WE KR 541,244
Construction in progress EEIR 6,062
Right-of-use assets FEREEE 32,091
Other intangible assets HEihEPEE 927,165
Investments in associates REEE N a R E 10,286
Deferred tax assets EET B E E 22,375
Inventories BE 115,004
Trade and bills receivables FEUER R R B iE 76,237
Prepayments, other receivables and other assets  J& FRIE « E b jE Y 708 K A
BE 124,436
Cash and bank balances B NIBITET 176,684
Trade and bills payables EREREER (200,796)
Other payables and accruals HMEMNRIBREREA (160,899)
Interest-bearing bank and other borrowings STERITREMEE (229,900)
Income tax payable FERT RIS (93,889)
Deferred tax liabilities REFHIEEE (338)
Total identifiable net assets at fair value BAREFTEMA HAFEERTE 1,345,762
Non-controlling interests FE I I e 2 (852,136)
Less: Convertible notes due from AICE B FEULAICE R A% (& 5 (134,050)
Goodwill arising on acquisition W E LR EE 571,100
Add: Effective settlement of convertible notes due /il : FE UL AICE A #2 % & 5 &) B 5K
from AICE HE 134,050
1,064,726
Purchase consideration satisfied by: AT X AT BB R AE -
Acquisition-date fair value of the Group’s initial N B HR IR B AICERR FETE
equity interests in AICE WEAMAARE 229,732
Acquisition-date fair value of the Group’s initial A& B YR % & AICER] 2 %
convertible promissory note in AICE EHEBEEWREANAAE 94,994
Cash R 740,000
1,064,726




42. BUSINESS COMBINATION (continueq)

In 2021: (continued)

Acquisition of AICE Holdings Limited: (continued)

An analysis of the cash flows in respect of the acquisition of
AICE for the year ended 31 December 2021 was as
follows:

—B-—FFH
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R-E-—F ' w

WEEAICE Holdings Limited (%)
HE_Z-_—F+-A=1+—HIEFEK
BACERME &R T :

RMB’000
AR®T R

Cash consideration HeaRKE (740,000)
Cash and cash equivalents acquired EERELREEEY 176,684
Net outflow of cash and cash equivalents included in BIEEREEFHELNIEERE
cash flows from investing activities ARRE RIREZEEBYN
B 5B (563,316)
Transaction costs of the acquisition included in cash BFAERKLEKELNRE RS
flows from operating activities AU RE X 5 A AR (31,250)
(594,566)

Since the acquisition, AICE contributed RMB1,116,919,000
to the Group’s revenue and loss of RMB4,726,000 to the
consolidated profit of the Group for the year ended
31 December 2021.

Had the combination taken place at the beginning of 2021,
the revenue of the Group and the profit of the Group for
the year ended 31 December 2021 would have been
RMB1,450,219,000 and a net loss of RMB7,996,000
respectively.

Acquisition of ANI

On 22 March 2021, Easy Reach, a wholly-owned subsidiary
of the Group, entered into a sale and purchase agreement
with Mengao Fuyuan (Hong Kong) Co., Limited (“Mengao”),
a subsidiary of Fuyuan, a then 43.35% owned associate of
the Group, pursuant to which Easy Reach agreed to
acquire additional 35.32% interest in ANI for
RMB319,315,000. The transaction was completed on
19 November 2021 and upon completion, China Mengniu
holds a 62.35% equity interest in ANI.

BUEBIAR ACEAREEBE T =—
FHZA=T—HLEFEMNRATBRAR
#51,116,919,0007T * BAE B LGRS F)BEE
KIEE AR 4,726,0007T °

HWEBAMN T - —FEF9#ET  AIE
E_E-_—F+ZA=Z+—BHLEEARE
BRRARKNEENFBEE D BARE
1,450,219,000 T R BB FEARE
7,996,000 7T °

WEEANI

RZEZ—F=ZA=+=H T£EHNZ
BT RARREBXERERTRARSTRBRER
(BB ERAR([FR]  ERATEER
f¥43.35% M Bt N E) I BB ik B
It - ZiE R A A RK319,315,0007T ZE Ih
W B ANIFN35.32% R HE - Z R H R = F
——FF+—A+NBZEK - THE  FER
A4 H ANl 62.35% K A% HE ©
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42. BUSINESS COMBINATION (continueq)

In 2021: (continued)
Acquisition of ANI (continued)

The aggregate fair values of the identifiable assets and

42, ¥ 86w

RIEZ—F @
W EEANI &)
RUKEBE AN RI BRI EERBE AR

liabilities of ANl as at the date of acquisiton were as BERENT :
follows:
Fair value
recognised on
acquisition
W B R RSB Y
AfRE
RMB’000
AR® T
Property, plant and equipment Y BEMEE 310,917
Construction in progress EETRE 24,406
Other intangible assets HihfmpEE 45,611
Deferred tax assets EETIBE E 10,512
Right-of-use assets EREEE 4,584
Inventories FE 423,982
Trade and bills receivables R KR Z 184,079
Prepayments, other receivables and other assets — FEATFRIE - H 4th fE Yo 508 2 H A
BE 60,321
Cash and bank balances He RRITET 13,931
Trade and bills payables FE A BR 3k & B4R (123,580)
Other payables and accruals HiENRBELREREA (198,340)
Interest-bearing bank and other borrowings FERTEREMEER (402,509)
Deferred tax liabilities BREFIEAE (17,875)
Total identifiable net assets at fair value BARBEENAIHBAFEEELTE 336,039
Non-controlling interests FEPE AR AR R A 2 (126,519)
209,520
Goodwill arising on acquisition W E LR EE 240,682
450,202
Purchase consideration satisfied by: AT G RS AT BB RAE -
Acquisition-date fair value of the Group’s initial ANE B YRR EANI 27.03% % #
27.08% equity interest in ANI EREANAALE 130,887
Cash R 319,315
450,202




42. BUSINESS COMBINATION (continueq)
In 2021: (continued)

Acguisition of ANI (continued)

An analysis of the cash flows in respect of the acquisition of
ANI for the year ended 31 December 2021 was as follows:
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42, £ G w
R-TBZ—F:
WEEANI ()
BE_ZE-_—F+_A=+—HLLFER
WHEEANIFIE 2 RE O T ¢

RMB’000
AR®BT R

—B-—FFH

Cash consideration ReRE (319,315)
Cash and cash equivalents acquired BEEReRREEEY 13,931
Net inflow of cash and cash equivalents included in BIEEREEHELANIE L RE
cash flows from investing activities NHE KRS FEWRA
HE (305,384)
Transaction costs of the acquisition included in cash BFAERKLEKELANRE RS
flows from operating activities A U 32 5 AR (921)
(306,305)

Since the acquisition, ANI contributed RMB421,207,000 to
the Group’s revenue and RMB13,293,000 to the
consolidated profit of the Group for the year ended

31 December 2021.

Had the combination taken place at the beginning of 2021,

BUEEAR  ANAAEEREEZE T ——F
TZA=T—HALEFENRATBRARE
421,207,0007T * I A& B 4RE F)E E B
AR #13,293,0007T °

HEREHR T _—FFNET A&

the revenue of the Group and the profit of the Group for EZE_—F+ZH=+— Etirﬁﬁ

the year ended 31 December 2021 would have been
RMB1,798,878,000 and caused a net

RMB21,092,000 respectively.

loss of

ERRARAEBEFNBED B AARE
1,798,878,000 T X BB )F 5 A R ¥
21,092,0007T °
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42. BUSINESS COMBINATION (continueq)

42, ¥ 86w

In 2021: (continued) R=F-_—F '@

Acquisition of Tianxianpei g BE X fE R

In 2021, the Group acquired an additional 50% equity T —F  AEEBREREER (KEE
interest in Tianxianpei, in which the Group previously held a ZAEBL0%H R WHEEAREGE D

50% equity interest and classified as an investment in a
joint venture. Tianxianpei is engaged in the sale of dairy
products. The acquisition was made as part of the Group’s
strategy to expand its market share of dairy products in
Mainland China. The total purchase consideration for this

acquisition was in the form of cash of RMB30,429,000. The T
aggregate fair values of the identifiable assets and liabilities
of Tianxianpei as at the date of acquisition were as follows:

EWIRE)S50% MR IE - REFBLE B INEM
HE - WHEEASEIERERE KNEE
mMBEEERNRE 22— WEBERES
& AR #30,429,0007T - AUk B& B B -
RAEREMABRANEERBEAAEBEN

Fair value
recognised on
acquisition
157 B8 BE R 2R Y
ARE
RMB’000
AR® T
Property, plant and equipment Y - WE k&G 6,202
Construction in progress EETRE 328
Other intangible assets Hih\Emp & E 91
Inventories FE 224
Trade and bills receivables FEYBR SR R BB 351
Prepayments, other receivables and other assets — FEff3k ~ HEWFIE R E b EE 2,787
Cash and bank balances Be RIBTHERT 68,992
Trade and bills payables EAEREEE (1,707)
Other payables and accruals Hi A RIERERER (20,947)
Total identifiable net assets at fair value EARBEFENA ZRFEEEE 56,321
Goodwill arising on acquisition W E A MR 4,537
60,858

Purchase consideration satisfied by: AT XA ARE -

Acquisition-date fair value of the Group’s initial RE B YRR E RS EL50% AR 4

50% equity interest in Tianxianpei HREANARE 30,429
Cash He 30,429
60,858




42. BUSINESS COMBINATION (continueq)

In 2021:
Acquisition of Tianxianpei (continued)

An analysis of the cash flows in respect of the acquisition of
Tianxianpei for the year ended 31 December 2021 was as
follows:

(continued)
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42, ¥ 6tw
R-F-—%F:
7 J )

Et;"%_zf:—$+_ A=+—1tFE3K
BRELEMREESREBATUOT :

RMB’000
AR®T R

Cash consideration HeaRE (30,429)
Cash and cash equivalents acquired EERSLRREEEY 68,992
Net inflow of cash and cash equivalents included in BIEEREEZHELNELRE

cash flows from investing activities ARNRE RREZEEDRA

F R 38,563

Transaction costs of the acquisition included in cash BFAERKLEKELANRE RS

flows from operating activities A R UK B8 22 B RN AR (100)

38,463

—B-—FFH

Since the acquisition, Tianxianpei contributed RMB6,518,000
to the Group’s revenue and caused a net

the year ended 31 December 2021.

Had the combination taken place at the beginning of 2021,

the revenue of the Group and the profit of the Group for

the year ended 31 December 2021 would have been
RMB13,118,000 and caused a net loss of RMB34,743,000,
respectively.

loss of
RMB18,062,000 to the consolidated profit of the Group for

BUEEDAZR - KRR AR EEHE T ——
FHZA=ZT—HLEFEMNRATBRAR
#6,518,0007T * I A4 E B ERE FE R
FEE AR #18,062,0007T °

WEBAHN - —FF#ET BIE
E-T—F+ZA=T—HLEFELXE
EHWARKREBFBEE DB AARE
13,118,000 L R EEFEEARK
34,743,0007T °
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42. BUSINESS COMBINATION (continueq)

42, ¥ 86w

In 2021: (continued) R=EBZ—F 1w
Acquisition of Menglai Vil EZ 3
In 2021, the Group acquired an additional 25% equity ZE—F  AEEBRETNEETR

interest in Hohhot Menglai Trading Co., Ltd (“Menglai”), a
then 45% owned associate of the Group. Menglai is
engaged in the sale of dairy products. The total purchase
consideration for this acquisition was nil. The acquisition
was made as part of the Group’s strategy to expand its
market share of dairy products in Mainland China.

The aggregate fair values of the identifiable assets and
liabilities of Menglai as at the date of acquisition were as

B 15 AR 45% H) Bt i 2

HERMNERRE 2 — o

AREAREINT -

KHEERBEEARI([RE]  ERALXE
7)) 25%Hy % #E o
NENERHEE - HBERBERERT -
WERASEBEREAEFBEKNENEMTS

ESE Y

REEBEH KRNABNEERAER

follows:
Fair value
recognised on
acquisition
W BE B R SR Y
ARE
RMB’000
ARET
Property, plant and equipment e N ] 185
Right-of-use assets FREEE 449
Deferred tax assets RIEFIBE &= 393
Inventories F& 1,619
Trade and bills receivables JE UBR 3k K = 8,313
Prepayments, other receivables and other assets  TEff7k ~ HE b fE WG IE K E b & &= 18,327
Trade and bills payables FER R R EIE (31,201)
Other payables and accruals HMENREBERERER (16,671)
Total identifiable net assets at fair value EARBEFENA ZRFEEEE (18,586)
Non-controlling interests FEE IR AR R A 2 5,576
(13,010)
Goodwill arising on acquisition W E LR EE 13,010

Purchase consideration at fair value

BAREFENURERE

&= b



42. BUSINESS COMBINATION (continueq)

In 2021: (continued)

Acquisition of Menglai (continued)

Since the acquisition, Menglai contributed RMB187,102,000
to the Group’s revenue and RMB873,000 to the
consolidated profit of the Group for the year ended
31 December 2021.

Had the combination taken place at the beginning of 2021,
the revenue of the Group and the profit of the Group for
the year ended 31 December 2021 would have been
RMB219,604,000 and RMB2,481,000, respectively.

In 2020:

Acquisition of three subsidiaries

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

—B-—FFH
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42, ¥B 5w

R-E=-—F:

8 B8 B 5 (m)

BREBUR SXRAELAEEEE T ——
F+_A=Z+—BLEFENRATBRAR
#187,102,0007t ' W AAREBGZEFEE
B AR #873,0007T °

HEBEHR -_FT-_—FFET A&
ET_—F+= H—+—EJJ:¢f7T'VEE
B e WA RAEBEFE KD B S ARE
219,604,0007T & A R ¥2,481,0007T °

AZE-E2HF
i = X 7 73 7]

—ECZTF  AEEEFE=ZFUREB=XRT
Z\\ET © EA:FE?%Q? ffﬁ%?LEuuﬁﬁ%M&
MR - #ETWEDEAEASBEER
E A A B K B L2 Ga T 5 10 BB K ISR AR 9
RN R - ZFWEN BB R
BERUBEHHUABESFEAZFARE
10,617,0007C » ZEEFWIBEERES
AR 192 091,0007T °
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42. BUSINESS COMBINATION (continueq)

In 2020: (continued)

42, %i%éﬁ
HW=—Z=%

Acquisition of three subsidiaries (continued) g iE Z’Hféx EZ (&)
The aggregate fair values of the identifiable assets and RKERH - =RFRAIMNAIHREE R
liabilities of the three subsidiaries as at the date of BEAANBEMERENT
acquisition were as follows:
Fair value
recognised on
acquisition
J‘lﬁzﬁﬁﬁ‘fﬁgnu
AR{E
Notes RMB’000
Bt 5 AREFTT
Assets
Property, plant and equipment W BB K&E 14 10,949
Right-of-use assets 17 216
Construction in progress 15 88
Other intangible assets Hih\EEEE 19 7
Inventories 1,166
Trade and bills receivables FEH&BE%(&?%?F 35,305
Prepayments, other receivables and KA E‘r&ﬂgﬂﬁl K I8 K
other assets 2,024
Total assets 49,700
Liabilities
Trade and bills payables THHE &TF (111,941)
Other payables and accruals KERERE S (19,233)
Total liabilities (131,174)
Total identifiable net assets at fair value EBEARBEFENAZIFBE
] (81,474)
Less: Trade receivables due from the three & : 2K B =K F 2 B A E U BR X
subsidiaries (111,941)
Add: Goodwill arising on acquisition WEEEREE 18 92,091
Add: Effective settlement of trade CRE =K TR AR EKERER
receivables and other receivables REMBRRNEBEE
due from the three subsidiaries 111,941

Purchase consideration at fair value

HoRERE 10,617




42. BUSINESS COMBINATION (continueq)
In 2020: (continued)

Acquisition of three subsidiaries (continued)

An analysis of the cash flows in respect of the acquisition
of the three subsidiaries for the year ended 31 December

2020 was as follows:

Annual Report 2021
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42, ¥ 6tw
A\TEZEF ' w
W = 7 7 5] vm)
HE_Z-_FTF+_A=+—HILFE
WE=RTAARNIRES RO T :

RMB’000
ARKTIT
Cash consideration ReRE (10,617)
Net outflow of cash and cash equivalents included in BIEEREEHELANIE L RE
cash flows from investing activities NEIE e KRS FEYRD
HER (10,617)
Transaction costs of the acquisition included in cash BEEKEHEBEELANRSRE
flows from operating activities AR B PN (200)
(10,817)
Since the acquisition, the three subsidiaries contributed BWEUR =R FRAALAEBRHE—

RMB138,302,000 to the Group’s

the year ended 31 December 2020.

Had the combination taken place at the beginning of 2020,
the revenue of the Group and the profit of the Group for
the year ended 31 December 2020 would have been
RMB76,078,489,000 and RMB3,475,824,000, respectively.

revenue and
RMB27,347,000 to the consolidated loss of the Group for

E_EFE+_A=Z+—HIEFEENKRAR
Bi A R #138,302,0007T © I &7 5 B 2 5k
RAEEIEARE27,347,0007T °

WARMESHRN T _TFFYET  AIE
EZTFHF S H—+—E¢¢F¢%
EHRARAKEFEED B RARE
76,078,489,0007T & A K % 3,475,824,000
5T o

—B-—FFH
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43. DISPOSAL OF SUBSIDIARIES 43. HEF AT
During the year of 2020, Inner Mongolia Mengniu disposed RZEZZTFRN AEFHRFHEMRE
of two wholly-owned companies. BHBHINF] °
The assets and liabilites of the subsidiaries from the REEBBFAREARNSERERE VB R
perspective of the Group’s consolidated financial statements FWEERBENOT :

as at the disposal date are as follows:

2020

—TFTF

Note RMB’000

B & ARETTT

Non-current assets SEMENE B 56,078

Current assets TMENE E 5,253

Gain on disposal of subsidiaries B EF AR MK 5 18,669

Satisfied by cash consideration LIRS REFAEN 80,000
An analysis of the net inflow of cash and cash equivalents REEFRANRERREEEBWHFR

in respect of the disposal of subsidiaries is as follows: ADHTAT
2021 2020
B —F —E-F
RMB’000 RMB’000

AR®T ARBETTT

Cash consideration BeNRE
Cash and bank balances disposed of BERSRIRTTET 65,000 15,000

Net inflow of cash and cash equivalents  FLHE&EFRARIAIERE &

in respect of the disposal of ReFEMHRAFRE
a subsidiary 65,000 15,000
44. PLEDGE OF ASSETS 44, EEKH
Details of the Group’s bills payable and bank loans, which BRANAEENEEFEBERNAREEEN
are secured by the assets of the Group, are included in FERRITERFRS 2SR MBREK
notes 29 and 31, respectively, to the financial statements. MsE29 K2 31 °
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45. COMMITMENTS

(@)

The Group had the following outstanding capital
commitments in respect of the purchase and
construction of property, plant and equipment as at
the end of the reporting period:

45.
(@)

g

ERTAEREE

Contracted, but not provided for

NOTES TO
FINANCIAL STATEMENTS
Rl % ¥R 2E Bl X

Ripsmk AEEEHEERER
Wi - R R KR A AR
W :

2021 2020
=®B=--% == _F ¢
RMB’000 RMB’000
AR®TR ARBTT
1,352,384 1,286,410

At the end of the reporting period, the Group did not
have any significant commitments.

The Group has various lease contracts that have not
yet commenced as at 31 December 2021. The future
lease payments for these non-cancellable lease
contracts are RMB1,251,000 (2020: RMBS,625,000)
due within one year, and RMB350,000 (2020:
RMB1,976,000) due in the second to fifth years.

REREHIR - AN B3 AT A&

o

IR

AEER -_Z-—F+_A=+—H
EEZBRHARBCHESD - Bk
ERAFHAES NN RRAENK
ABARKEA 251,000 (ZE-FF
AR ¥3,625,0007T) (R —F R EIH)
M AR#350,000 T (ZZE=FF : A
R #1,976,000L)(RE_EF A F
EIHR) -

Annual Report 2021 —ZE = —FF3§
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46. RELATED PARTY TRANSACTIONS

(a)

320

In addition to the transactions and balances which are
disclosed elsewhere in these financial statements, the
Group had the following significant transactions with
its associates and other related parties.

46.

BERALRS

(a)

Note
B =

()  Sales of liquid milk
products to
associates

(I Sales of ice cream
products to
associates

() Sales of other dairy
products to
associates

(IV) Sales of products to
affiliates of a major
shareholder of the
Company

(V) Sales of labor, test and
rental services to
associates

(V) Sales of other products
and services to
associates

(VIl) Sales of products to a
joint venture

(VIll) Purchases of raw
materials from
affiliates of a major
shareholder of the
Company

(IX) Purchases of raw
materials from
associates

() TRBEREHERE

WIE

() rAIBsE & A R SHE KOR
WEE

Iy EEE A RHE EAb
A& m

(V) mARR—BEER
REMBBARLHE
=

V) MBERRHE
ST - AANEE
AR#5

(V) B S A R H A
2= an N IR %

(VIl) m& &P EHEEm
iy MARF—BEER

ROBBARBEE
R

(X) MEtERFEE
JRM

RN BT IHRRE M
5 REHIN

2021
—E-—fF

RMB’000
AR®T R

30,393

27,432

3,470

1,199

13,151

65,397

568,159

10,114,626

SRR

AEBEABENA R
H BB ALTET IINEARS -

2020
—E-TF
RMB’000
AREF T

231,821

20,965

1,023

20,590

561,829

7,591,692



46. RELATED PARTY TRANSACTIONS (continueq)

(a) (continued)

Note
B 5

(a)

(X) Purchase of products
from associates

(XI) Lease of right-of-use
assets from affiliates
of a major
shareholder of the
Company

(Xll) Purchase of advertising

X) MEMEATEBIEEDR
X) AARRA—BEER

ROWBBAREE
EREEE

Xy MARR—BEER

services from RHEEAREE
affiliates of a major EE R
shareholder of the
Company

Note:

(i) The considerations were determined with reference to

the prevailing market prices/rates and the prices

charged to third parties.
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)

2021 2020
—E-—F —T T
RMB’000 RMB’000
AR#ET T ARET T

32,350 -

1,999 -

14,158 —

RELL2ELETIHERBXRKRE
= MBRETE
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46. RELATED PARTY TRANSACTIONS (continueq)

(b)

(c)

Compensation of key management personnel
of the Group

Key management compensation is detailed in notes 9
and 10 to the financial statements.

The related party transactions in respect of items
@(V), @V, (@XI) and (a)Xll) above also constitute
continuing connected transactions as defined in
Chapter 14A of the Listing Rules.

Year-end balances arising from related party
transactions are as follows:

Trade and bills receivables from:

46. EBEA TR F w
(b) FNEEMNEEEEASHIREN

TEEEABRMFBRIERNTBHRE
MHEE9 10 ©

Eat@)(v) ~ @VIn) ~ (@)Xl) K ()X &

THRBEIRXZMEBR EHAANE
AR RENFEBER S -

(c) B ALRBELNFERESRNOT

FEUW R R R

2021 2020
—E-—F —EFTF
RMB’000 RMB’000
AR¥TR ARET T

Associates iR /N 23,104 28,364
A joint venture BEDHE = 1,835

Affiliates of a major shareholder of AR&EE—Z T BREEL
the Group =N 2,392 481
25,496 30,680

Prepayments, other receivables and other assets
from:

BN EtEURRAREMEE

2021 2020

—E-—F —E-FTF

RMB’000 RMB’000

AR%T ARKETTT

Associates i EAl/NE]| 4,600 —
Affiliates of a major shareholder of ANEE—HZEZERFEA

the Group =N 27 648

4,627 648
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46. RELATED PARTY TRANSACTIONS (contnies 46. BEEA TR F @
(€) (continued) (c) wm
Trade and bills payables to: JERERFR R FIE

2021 2020

—E-—& —ZT T

RMB’000 RMB’000

AR®T R ARETT

Associates Bt 2 N | 981,657 797,604
A joint venture AEDHE = 107
Affiliates of a major shareholder of AR&EE—Z T BREL
the Group B 8 A A) 60,117 85,102
1,041,774 882,813
Other payables and accruals to: HihE N RIBERTERER :

2021 2020
—B=—F ek L
RMB’000 RMB’000
ARBTFR ARBFT

Associates = W/NE| 932 =
A joint venture BRI = 215
932 215
As at 31 December 2021 and 2020, all balances RZEZ—FRZZE_ZTF+_H1
above are unsecured, non-interest-bearing and =+—B FiE&%HAEER &
repayable on credit terms similar to those offered to BRERERKEER FEGRNELS
or by independent third parties. T EBBILE=HHIEREE -
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46. RELATED PARTY TRANSACTIONS (continueq)

(d)

(e)

Other outstanding balances with associates
As at 31 December 2021, RMB100,000,000 were lent
out to Tianjin Wanhong Enterprise Management
Consulting Co., Ltd, which was unsecured with a
fixed interest rate of 4.65% per annum.

As at 31 December 2021, RMB400,000,000 were lent
out to Zhongyuan Muye Company Limited, a
subsidiary of China Modern Dairy. The loan was
unsecured with a fixed interest rate of 3.85% per
annum.

As at 31 December 2021, the Group provide
guarantee to Eaglets International Financial Products
Limited regarding a loan of RMB3,000,000,000 from
China Merchants Bank. The transaction also constitute
connected transaction as defined in Chapter 14A of
the Listing Rules.

Purchase of a 0.51% equity interest in AICE
from a director

As disclosed in note 42, the Group acquired an
additional 18.91% equity interest in AICE and
obtained control power over AICE on March 2021.
Included in the transaction amount, RMB13,084,000,
representing the cash consideration for a 0.51%
equity interest of AICE was purchased from a director
of the Company.

46. BBA IR Fw

(d)

(e)

ERE N\ Bl H b AL gk
RZBE-_—F+=-A=+—H [AX
AEELTEEERBBRARMGBEHA
K #100,000,0007T © % & & &K
- EEFEFERL65% e

RZE-_—F+=-A=+—H " @+
BIRABEZ T RGP TREERA
Al fE £ A R #400,000,0007T ° % &
REEE BT FHEAE3.85% -

R-ZE-_—F+-_A=+—0 " &&
EREERTHERESHEREGR
RAINMBARITES AR
3,000,000,000TC E 5 - 2 X B /N #E
B ETRBIE1AAEEEMBERS -

H—&ZESEEAICE 0.51% R

B 42 R ASBER T ——
F = B U BEAICERE JM8.91% % 4 17
HEBAICERIEHITE - XHESFEHRAIA
R #13,084,000/t BEARRR—HE
EIEEAICE 0.51% R ERNIRENE -



47. FINANCIAL INSTRUMENTS BY
CATEGORY

D
N
¥
&
o
Bk
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|7MEmM T A

The carrying amounts of each of the categories of financial RIMEBR SHLENERITENEERAE
instruments as at the end of the reporting period are as R
follows:
Financial assets EREE
2021 2020
—B--% ZZCZE
Fair value Fair value
Fair value through other Fair value  through other
Amortised through profit comprehensive Amortised  through profit ~ comprehensive
cost or loss income cost or loss income Total
RAREHER RAnE=E
ROAEHEE HBBHAARM RAnENEE EEBHFALM
BRAX HEHIARE 2EKE @zt BEHA HEBHABR 2E%NE @it
RMB’000 RMB’000 RMB’000 RMB’000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT AR®T T ARBTR ARBTT ARETT ARETT ARETT ARETT
Trade and bills receivables EREFRER 4,062,290 - 97,398 4,159,688 2,926,832 = 61,5630 2,988,362
Financial assets included in -~ s AR 3L~ E ek
prepayments, other REREMEED
receivables and other CREE
assets 1,290,111 = = 1,290,111 639,854 = = 639,854
Other financial assets HipomeaE 15,073,309 3,730,189 99,126 18,902,624 7,528,513 7,784,886 128,771 15,442,170
Equity investments RIERE - 3,926 99,126 103,052 - 230,384 128,771 359,155
Unlisted equity T 5 2 0 A A R
investment in B3 LT RE
Guangze with put 2
options = 466,726 = 466,726 = 470,076 = 470,076
Convertible promissory Bl SIS
note = = = = - 226,414 - 226,414
Entrusted loans ZEER 3,616,354 - = 3,616,354 1,443,053 - - 1,443,053
Other loans HER 500,000 - - 500,000 - - - -
Long term time REEHER
deposits 10,950,072 = = 10,950,072 6,078,577 = = 6,078,577
Investment deposits RAER - 3,259,537 = 3,259,537 - 6,858,012 - 6,858,012
Long term receivables REBEYGE 6,883 - - 6,883 6,883 - - 6,383
Derivative financial fTESRIA
instruments = 1,901 11,119 13,020 - 2,175 - 2,175
Pledged deposits RELER 203,151 - - 203,151 249,521 = = 249,521
Cash and bank balances Re RBTHEH 11,216,861 = = 11,216,861 11,397,123 = = 11,397,123
Cash and cash RERBEERY
equivalents 8,091,745 = = 8,091,745 9,225,493 = = 9,225,493
Time deposits with REHABE={
original maturity of ANEHRER
more than three
months 3,125,116 = = 3,125,116 2,171,630 = = 2,171,630
31,845,722 3,732,090 207,643 35,785,455 22,741,843 7,787,061 190,301 30,719,205
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CATEG O RY (continued)

47. FINANCIAL INSTRUMENTS BY

47. BEHNE 7P EMIEw

Financial liabilities TRAR
2021 2020
ZBC-F k23
Fair value Fair value
Fair value through other Fair value  through other
Amortised through profit comprehensive Amortised  through profit ~ comprehensive
cost or loss income cost or loss income Total
RAfEGER RAREFER
BRAREHEE HBBHAEM RAnEEE EEBHALM
BHAE HEBHAER 2EKE @5t #RRA EEYARR FEYE st
RMB’000 RMB’000 RMB’000 RMB’000 RMB'000 RMB'000 RMB'000 RMB'000
ARETR AR%ETF R AR%FR ARETR ARBFT ARBFT AREFT ARBFT
Trade and bills payables ERERREE 8,803,902 - - 8,803,902 7,969,321 = = 7,969,321
Financial liabilities included & A £ B FE R
in other payables and BREANEE
accruals B 8,995,352 = = 8,995,352 6,052,690 - - 6,052,690
Interest-bearing bank and FEBITREMEE
other borrowings (TRETREES
excluding RA#RES)
exchangeable bonds
and convertible bonds 22,379,539 = = 22,379,539 17,929,864 - - 17,929,864
Exchangeable bonds AR#BES = 672,273 = 672,273 = 1,014,361 = 1,014,361
Convertible bonds AHRES 3,081,115 = = 3,081,115 = = = =
Derivative financial fiEemIA
instruments - 1,239 36,305 37,544 - 3,653 34,742 38,395
Other financial liabilities Hit oAk = 885,368 1,610,498 2,495,866 = = 1,600,200 1,600,200
44,159,908 1,558,880 1,646,803 47,365,591 31,951,875 1,018,014 1,634,942 34,604,831

48. FAIR VALUE AND FAIR VALUE

HIERARCHY OF FINANCIAL
INSTRUMENTS

Fair value

The fair value of the financial assets and liabilities is the
amount at which the asset could be sold or the liability

transferred

in a current transaction between market

participants, other than in a forced or liquidation sale.

48. ERMTEANAABERAABRER

D E
TRHEENRAEBENAR
BRETHNR S (REZFEHERI) F
AHEEENERARNEE -

BERMS2EER



48. FAIR VALUE AND FAIR VALUE

HIERARCHY OF FINANCIAL
INSTRUMENTS (continued)

Fair value (continued)

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

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

The fair values of the non-current portion of other financial
assets, long term receivables, the non-current portion of
interest-bearing bank loans and convertible bonds have
been calculated by discounting the expected future cash
flows using rates currently available for instruments with
similar terms, credit risk and remaining maturities. The fair
values of exchangeable bonds and unlisted equity
investment in Guangze with put option are measured using
valuation technical methods and by reference to quoted
prices.

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

The Group enters into derivative financial instruments with
various counterparties, principally established financial
institutions with good credit ratings. Derivative financial
instruments, including an interest rate swaps, forward
currency contracts and forward currency swaps, are
measured using quoted prices from financial institutions with
which the interest rate swaps, forward currency contracts
and forward currency swaps are entered into. The carrying
amounts of the interest rate swaps, forward currency
contracts and forward currency swaps are the same as their
fair values.

48.
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(%)

NRE@®
TXEINAREA AR EN T ERRE

AERREEEY  RESFRNVDHZD
7 BRERERRE  BNEIEER H
fEMEE  STABNR - HtRUEFIER
HMEENTREE s AEMBENRIA
LREREEANERAE RBDFAERITE
RREAME R R A EERE AR W R
FREEMRSE -

HieMEENIERS MY  REBEUHK
B RFRIRITERRERB A AR AT £
BREFHIABIERABUER  FEE
B MR TR H RN T ARKAIESHHN X
FREMARRAERENTAFTE - AR
B 75 DA T P 7 20 B R O RDE IF LT AR
BEENRAETEREERM A RE
SERETFE -

LHREREN AR BNERTIGRE -

AEBERZEZHFHIIUITESRT A
TERKANZEEEFRRFNSRE
B MEEMEN ZEHMINESHIEDRE
BRMaNEMESR TR DEMAER
RIVEBRAMERERAHN REIINEEOR
EHEBEHENNSRBBNRENE
MEBHREH  ERIMNESNREHRER
EHAENNKREEEQAAERRF -
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48. FAIR VALUE AND FAIR VALUE 48. ERMTENAABRAIAEBRER
HIERARCHY OF FINANCIAL 9
INSTRUMENTS (continued)
Fair value (continued) NV I=RC S
The following table shows the valuation techniques used in TR EERETR MR LR
the determination of fair values of investment deposits, an BEIELMBREREEREMESBREEAR
unlisted equity investment in Guangze with put options and BFANGERT(BRARBEERNE=
other financial liabilities which fall within level 3 of the fair R RASEFTH R E KT A8 A BUE -

value hierarchy, as well as the significant unobservable
inputs used in the valuation.

Significant
unobservable
Valuation technique input Range Sensitivity of fair value to the input
BEARAEE
fRER BWAYE g@E BABBHOAENZE
Investment deposits Discounted cash flow Expected yield 1.60% to 4.68% 10% (2020: 10%) increase (decrease) in
BEFER method 78 Bl ok = (2020: 1.60% to expected yield would result in increase
WRAEREE 5.21%) (decrease) in fair value by
1.60% % 4.68% RMB2,077,000 (2020: RMB3,077,000)
(ZE=ZF: TR ERIZ I OR ) 10% (Z T2 F -
1.60%%5.21%) 10%) 8B A £ EE IO D) AR
2,077,000 (Z2-2F : AR%
3,077,0007T)
Discount rate 1.60% to 4.68% (2020: 10% (2020: 10%) increase (decrease) in
iEES 1.60% to 5.21%) discount rate would result in decrease
1.60% % 4.68% (increase) in fair value by RMB2,075,000
(ZTZTF: (2020: RMB3,075,000)
1.60%%5.21%) PRI R ) 10% (ZF=FF : 10%)
HEH AR ERD (Em)
AR¥2,075,0007 (Z S =FF :
AR #3,075,0007T)

Unlisted equity Discounted cash flow Discount rate 5.932% to 6.004% 10% increase (decrease) in discount rate
investment in method iEES (2020: 8.072% to would result in decrease (increase) in fair
Guangze with put ~ FRAESREE 8.204%) value by RMB6,000 (2020:
options 5.932% %£6.004% RMB126,000)

s Rh N EE (ZE=ZF: IR =320 O ) 10% 14 B A 7 ER D
EmRERE 8.072%%£8.204%) (38 h0) AR¥6,0007T (ZFZFF :

AR#126,0007T)
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48. FAIR VALUE AND FAIR VALUE 48. ERMTENAABERAIAEBRER
HIERARCHY OF FINANCIAL (&)
INSTRU M ENTS (continued)
Fair value (continued) i\\ﬁaﬁ(%ﬁ)
The carrying amounts and fair values of the Group’s AEESHITA(REEEREANESEME
financial instruments, other than those with carrying BRI AN NEEERAREBENT
amounts that reasonably approximate to fair values, are as
follows:
Carrying amounts Fair values
BREE ARE
2021 2020 2021 2020
- Sl T T R ambala — T T
RMB’000 RMB’000 RMB’000 RMB’000
AR T PNl AR% Tt PN
Financial assets ctRMEE
Long term entrusted REZFEERK
loans 3,075,637 775,391 3,050,520 765,680
Long term other loans B REIE K 100,000 = 98,023 —
Long term receivables KB YR SR8 6,883 6,883 6,060 6,060
Long term time deposits ~ KEIFHITFER 10,950,072 6,078,577 | 10,947,006 6,071,628
14,132,592 6,860,351 14,101,609 6,843,368
Carrying amounts Fair values
BREE ARE
2021 2020 2021 2020
— T Eebdmblcoi — T — & Bkl
RMB’000 RMB’000 RMB’000 RMB’000
ARE® T PN ARETT NG
Financial liabilities THEE
Interest-bearing bank and  FEHRITRHEMEE
other borrowings — ¥ERBE D
— non-current portion (T EEYRH
excluding exchangeable &%~ AR ES
bonds, convertible ;HEAE)
bonds and lease
liabilities 17,754,257 12,681,205 16,172,685 11,673,652
Convertible bonds A} ES 3,981,115 = 3,679,391 —
21,735,372 12,681,205 | 19,852,076 11,673,652
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48. FAIR VALUE AND FAIR VALUE
HIERARCHY OF FINANCIAL
I NSTRU M ENTS (continued)

Fair value hierarchy

48.

The Group uses the following hierarchy for determining and
disclosing the fair value of financial instruments:

Level 1: fair values measured based on quoted prices
(unadjusted) in active markets for identical

assets or liabilities

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

Level 3: fair values measured based on valuation
techniques for which any inputs which have a
significant effect on the recorded fair value are
not based on observable market data
(unobservable inputs)

Assets measured at fair value:

TRITENAARERAAEBERER
(80
RREEBR

AEERAATEREERKESR TR

WRRE :

£ IR R A A RE RS
HME CREBE) HEALE

FEH/: DR

EERHERME

e

HBFEENDAERERTEN
AR ABBIEXRABERER

25

R AABEBENMEERME

=

BN AABEREATEN
EAEABIRY FFEN A BRL
ISR GERBERE ARE)

AT =
a

=4k

—BE--F

Quoted prices Significant Significant

in active observable unobservable

markets inputs inputs

(Level 1) (Level 2) (Level 3)

RiEBHS EATEE EAFTUEE

HRE BAEE BAEE
(F—8) (E=#R) (F=H) @5t
RMB’000 RMB’000 RMB’000 RMB’000
AR®T AR®T AR®T AR®TR
Listed equity investments EFhkERE 33,945 - - 33,945
Unlisted equity investments I LM ERE = - 69,107 69,107

Unlisted equity investment in Mt A5 RR0h AR ) B2

Guangze with put options I ETRERE = - 466,726 466,726
Investment deposits "EGTR = - 3,259,537 3,259,537
Derivative financial instruments ~ $T44$ R T A - 13,020 - 13,020
Bills receivable FEU = 1% = 97,398 = 97,398
33,945 110,418 3,795,370 3,939,733




48. FAIR VALUE AND FAIR VALUE

HIERARCHY OF FINANCIAL
INSTRU M ENTS (continued)

Fair value hierarchy (continueq)
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Assets measured at fair value: (continued)
2020
—TCETE

Quoted prices Significant Significant

in active observable unobservable

markets inputs inputs
(Level 1) (Level 2) (Level 3) Total

REE TS BAABE EATAHE

HRE B AR AR
(E—13) (F=4) (F=4) st
RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETTT ARETT ARETT
Listed equity investments EmkiERE 108,745 = = 108,745
Unlisted equity investments FEMRERE = = 250,410 250,410

Unlisted equity investment in B R0 R B2

Guangze with put options FLEmRERE = = 470,076 470,076
Convertible promissory note gREEEE = = 226,414 226,414
Investment deposits REGX = = 6,858,012 6,858,012
Derivative financial instruments 1A BT A = 2,175 = 2,175
Bills receivable eSS = 61,530 = 61,530
108,745 63,705 7,804,912 7,977,362

Liabilities measured at fair value:

“EC--F

Quoted prices Significant Significant

in active observable unobservable

markets inputs inputs

(Level 1) (Level 2) (Level 3)

RERT % EATEE EARTAUEE

HRE BAE BARE
(B—&) (B=&) (B=#) o
RMB’000 RMB’000 RMB’000 RMB’000
ARETR ARETR ARETR ARETR
Derivative financial instruments fTHEEMIA = 37,544 - 37,544
2020 exchangeable bonds “ECEFNRBESR = 672,273 = 672,273
Other financial liabilities Hite B R = - 2,495,866 2,495,866
= 709,817 2,495,866 3,205,683
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48. FAIR VALUE AND FAIR VALUE 48. TRITEMNARBERAAEBRER
HIERARCHY OF FINANCIAL (#80)
INSTRU M ENTS (continued)
Fair value hierarchy (continued) NAREEHR=
Liabilities measured at fair value: (continued) BALBFTENERE & @
2020
—TCTE
Quoted prices Significant Significant
in active observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
REBRT S BEAARE SBATAHE
H3RfE EPN- 6 AR
(E—13) (B=4) (B=#) et
RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETT ARETT ARETT
Derivative financial instruments 1A BT A = 38,395 = 38,395
2020 exchangeable bonds ZECTEARBES = 1,014,361 = 1,014,361
Other financial liabilities Hieme R = = 1,600,200 1,600,200
- 1,052,756 1,600,200 2,652,956
Assets for which fair values are disclosed: ERAIELE

—BE--F

Quoted prices Significant Significant

in active observable unobservable

markets inputs inputs

(Level 1) (Level 2) (Level 3)

RERNS EATEE EXTUEE

HEE BAHE BAYE
(E—1#) (=) (B=#) Bt
RMB’000 RMB’000 RMB’000 RMB’000
AR®T T ARBT T ARBT R ARBT R
Long term entrusted loans REZAER - 3,050,520 - 3,050,520
Long term other loans HEthRBPER - 98,023 - 98,023
Long term receivables REEMFIR - 6,060 - 6,060
Long term time deposits REEBHER - 10,947,006 - 10,947,006
= 14,101,609 = 14,101,609
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48. FAIR VALUE AND FAIR VALUE 48. TRITENARBERAAEBRER
HIERARCHY OF FINANCIAL ()
INSTRU M ENTS (continued)
Fair value hierarchy (continued) NAEEHR=
Assets for which fair values are disclosed: (continued) FER B . (E)
2020
—TCETE
Quoted prices Significant Significant
in active observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
RIERTS BAUBE ERTUBE
H 3R fE B AR AR
(E—13) (F=4) (=) et
RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETTT ARETT ARETT
Long term entrusted loans RBZAER = 765,680 = 765,680
Long term receivables RE KR = 6,060 = 6,060
Long term time deposits RETHER = 6,071,628 = 6,071,628
- 6,843,368 - 6,843,368
Liabilities for which fair values are disclosed: ERLEHE

Quoted prices

=t
Significant

——%

Significant

in active observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
RIERTS EATEE EAFTUBE
HHRE BAHE BAE
(F—#) (F=#) (=) @it
RMB’000 RMB’000 RMB’000 RMB’000
AR®T R AR®T R AR®T R AR®T R
Interest-bearing bank and other ~ stEHRITREMEE
borrowings
— non-current portion - ¥RBHD (T
excluding AREES 7
exchangeable bonds, BmkEHRHE
convertible bonds and 8f&)
lease liabilities = 16,172,685 = 16,172,685
Convertible bonds ARRES = 3,679,391 = 3,679,391
= 19,852,076 = 19,852,076
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48. FAIR VALUE AND FAIR VALUE
HIERARCHY OF FINANCIAL
I NSTRU M ENTS (continued)
Fair value hierarchy (continueq)
Liabilities for which fair values are disclosed: (continued)

. EBMTENAARAEBERY

()

P28

2020
-ZT-%

—<—=

Significant
observable
inputs
(Level 2)
EDNGIE-
B ABE
(F=H)
RMB’000
ARETT

N\ L

Ju

AEEH @

BERBEBALBEHER . @

BEH

Total

et
RMB’000
ARETL

Interest-bearing bank and other
— non-current portion

exchangeable bonds
and lease liabilities

SERTRAMER

- FRBHD (TRE
o B ES R
g8f)

11,673,652

11,673,652

11,673,662

11,673,662




49. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES

Financial risk management

The Group’s principal financial instruments, other than
derivatives, comprise cash and cash equivalents, time
deposits, pledged deposits, trade and bills receivables and
payables, other receivables and payables, long term
receivables balances with related parties, entrusted loans,
interest-bearing bank and other borrowings, convertible
bonds and other financial liabilities. The main purpose of
these financial instruments is to raise finance for the
Group’s operations. The Group has various other financial
assets and liabilities such as trade receivables and trade
payables, which arise directly from its operations.

The Group also entered into derivative transactions, mainly
interest rate swaps, currency forward swaps and currency
forward contracts. The purpose is to manage the interest
rate and currency risks arising from the Group’s operations
and its source of finance.

The main risks arising from the Group’s financial
instruments are interest rate risk, foreign currency risk,
credit risk, liquidity risk and equity price risk. The board of
directors and senior management meet periodically to
analyse and formulate measures to manage the Group’s
exposure to these risks and they are summarised below.
Generally, the Group adopts prudent strategies on its risk
management. The Group’s accounting policies in relation to
derivatives are set out in note 2.4 to the financial
statements.

49.
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49. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES (continued)

Financial risk management (continued)
(i) ___Interest rate risk

The Group’s exposure to the risk of changes in
market interest rates relates primarily to the Group’s
borrowings with floating interest rates. The Group
closely monitors its interest rate risk by performing
periodic reviews and evaluations of its debt portfolio
and gearing ratio. The interest rates and terms of
repayment of the bank loans of the Group are
disclosed in note 31 to the financial statements. The
Group enters into interest rate swaps, in which the
Group agrees to exchange, at specified intervals, the
difference between fixed and variable rate interest
amounts calculated by reference to an agreed- upon
notional principal amount. In the opinion of the
directors, the Group has no significant interest rate
risk.

The following table demonstrates the sensitivity to a
reasonably possible change in interest rates, with all
other variables held constant, of the Group’s profit
before tax (through the impact on floating rate
borrowings) and the Group’s equity (excluding retained
profits, due to changes in the fair value of interest
rate swaps):

49.

BEEREEEERBEEw

B 75 B B B )
7] YN

AEEAZHMSNXEBER T E
BRAAEENTEEE - AEEEH
BAMFEEEBESRERBEL
FoHHEMERRRETEIER - &
S B IRTTE A R FE RN
HRMESTRE - NAEEFIZAERE
BEH Bt AREREREE B
B ZRBELREAT SEAENE
ERFBNESENZRETHE -
EERAR AEEALESAFNEAE

LA
o0
ZN

o

TRIRERE RS BESTEN
BRT - NEEB B CERE S
BENTE) RAEEZR (T RER
BAE ANXE=HAAEED) Y
MESE AR BURE

Increase/ Increase/
(decrease) (decrease) Increase/
in basis in profit (decrease)
points before tax in equity
2EEem/ BATRE  REmEmS
(&) i/ (Rd) (A 2)
RMB’000 RMB’000
AR¥TRT AR®BTR
2021 —B--F
Hong Kong dollars BT 50 - (6,137)
Hong Kong dollars BT (50) - 6,137
2020 —T-TF
Hong Kong dollars BT 50 (2,223) =
Hong Kong dollars BT (50) 2,223 =
United States dollars ETT 50 (7,006) -
United States dollars ET (50) 7,006 -




49. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

Financial risk management (continued)

(i)

Foreign currency risk

The Group’s businesses are principally located in
Mainland China and substantially all transactions are
conducted in RMB, except for the purchases of
imported machinery and equipment and sales of dairy
products to Hong Kong, Australia, Southeast Asia and
Macau. As at 31 December 2021, substantially all of
the Group’s assets and liabilities were denominated in
RMB except for the cash and bank balances of
approximately RMB796,254,000 (2020:
RMB210,395,000), RMB134,117,000 (2020:
RMB2,320,973,000), RMB81,885,000 (2020:
RMB49,514,000), RMB66,274,000 (2020:
RMB3,309,000), RMB30,683,000 (2020:
RMB4,781,000), RMB10,993,000, RMB5,165,000,
RMB3,361,000 (2020: RMB35,978,000),
RMB3,298,000, RMB2,512,000 (2020:
RMB9,597,000), RMB863,000, and RMB26,000 which
were denominated in Hong Kong dollars, United
States dollars, Australian dollars, Indonesian Rupiah,
New Zealand dollar, Singapore dollar, Philippine peso,
Euro, Vietnamese dong, Danish Krone, Great Britain
pound, and Malaysian Ringgit. And the
interest-bearing bank and other borrowings of
approximately RMB12,309,961,000 (2020:

RMB12,849,846,000), RMB9,031,998,000 (2020:
RMB1,346,624,000), RMB484,218,000 (2020:
RMB227,989,000), RMB465,384,000 (2020:

RMB116,252,000) and RMB38,817,000 which were
denominated in United States dollars, Hong Kong
dollars, Indonesian Rupiah, Australian dollars and Euro,
respectively. In addition, the Group has currency
exposures from its interest-bearing bank borrowings.
The group has used currency forward contracts and
currency forward swaps to reduce the exposure to
USD arising from the bonds. 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.

49.
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A ]
REBMER T BMMAAPBEAEE - B
BEHEORELRZERRES R
M REERPEEI BRI - 8
ABARPEHUARBE AR LT -
RZBE—_—4F+=ZA=+—H KT
BRe RBITEEHARE
796,254,000 (ZZE=ZFF : AR
210,395,000 ) + AR &
134,117,000t (ZE =T F : AR
2,320,973,0007T) * AR ¥
81,885,000 C(Z T _FF : AR
49,514,0007T) + A R #66,274,000
T(ZZEZFF : AR®3,309,000
JT) ~ AR#30,683,000c(—E-F
£ ANR#4,781,0007T) - AR
10,993,0007T *+ A R #5,165,000
7T AR¥3,361,000c (T = F
&£ AR ¥35,978,0007T) « AR
3298 0007_5 AR #2 512,0007T
TF: AR¥9,597,0007T)
A R #863,0007T & A K #26,0007T

777

DRIAETT - ET - BT HEE -
PRI - KT FERBLR

BT BEE - FERE - ZBERSE
KODMEREZIN AEREEX

HBOEERBBENARERENL -
AFBERTEREMBBENDARE
12,309,961,0007C (ZZE ZFF : A
R #12,849,846,0007T) + AR %
9,031,998,000TL (ZZEZFF | AR

#1,346,624,0007) * AR
484,218,000 (ZZE=FF : ARK
227,989,000 ) * AR &

465,384,000L (ZZE=_FF : ARK
116,252,0007T) & A R # 38,817,000
T RIAZET BT BEE - BT
&Eﬁﬁ:ﬂﬁ o - REBEE B R
TEFEGEEERER ASEBEFRR
Hﬂ?l\%m,\O&ﬁl\%s_ﬂﬁﬁ?ﬁé\%@uiﬁ
EESEHRETTRER o AR H I
HOEREERE A EALE
MEEREE  BESRAINERRE
ERERZES2F o

—B-—FFH
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49. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)
Financial risk management (continued)

(i) __Foreign currency risk (continued)

The following table demonstrates the sensitivity to a
reasonably possible change in the RMB exchange
rates as compared to Hong Kong dollars, United
Indonesian Rupiah,
New Zealand dollar, Singapore dollar, Philippine peso,
Euro, Vietnamese dong, Danish Krone, Great Britain
pound, and Malaysian Ringgit, with all other variables

States dollars, Australian dollars,

. KRR EREE £
Eﬁ%ﬂl‘ﬁmfi(aﬁ

= RBUR @

Ti’«%ﬁllmEﬁﬁ*ﬁﬁﬁﬁ“%ﬂEHTmE’J
BAT AKEHMMNB(RAEEE
ENRBBENAAEZESHER) RAE

=

UMNEEHEBRANRERER

BERENIAEBEDHEZNHARK

BB R
BT T

Byt ElJEefE - ¥
FEREELER -

held constant, of the Group’s profit before tax (due to U BEE - R BBERER
changes in the fair values of monetary assets and FEE M RREY B R 5 IR A] gL B L U R
liabilities) and the Group’s equity (due to changes in RRE -
the fair value of forward currency swaps and foreign
currency translation reserve):
Increase/
Increase/ (decrease) Increase/
(decrease) in profit (decrease)
in RMB rate before tax in equity
ARBER Bt A0 A REIE M
EFHCTEE) i GR) R 2)
% RMB’000 RMB’000
AR® T ARET T
2021 s —fF 5 (37,521) (797,762)
(5) 37,521 797,762
2020 —E-FF ® 237,895 535,558
5) (237,895) (5635,558)
(iii) __Credit risk i /3] feg

The cash and bank balances, time deposits as well as

the pledged deposits,

deposited with state-owned commercial banks

Mainland China.

The majority of the Group’s sales are conducted on a

of the Group are mainly

in

cash basis. The Group has implemented policies to
ensure that sales of products are made to
distributors, who wish to trade on credit terms, with
an appropriate credit history which is subject to
periodic reviews. In addition, Receivable balances are
monitored on an ongoing basis and the Group’s
exposure to bad debts is not significant.

AEENRERRITET EHEFR
MRBEHFER  TEFERPEAERN
BB RIRTT

AEEABYHHEDRASERE
17 - AEBC BHRBRABRERZ
ETHBREEEELEILABUARK
FRAETRZNEHERE  YHEER

ASETTERER © LI ANEH
—HFBERBUGRIENER A%
B EEARRAR
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49. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)
Financial risk management (continued)

[I'I'I'Z Credit risk (continued)
Maximum exposure and year-end staging as at
31 December 2021
The table below shows the credit quality and the
maximum exposure to credit risk based on the
Group’s credit policy, which is mainly based on past
due information unless other information is available
without undue cost or effort, and year-end staging
classification as at 31 December 2021. The amounts
presented are gross carrying amounts for financial
assets and the exposure to credit risk for the financial
guarantee contracts.

As at 31 December 2021

R-®=—%+-5=+-8

12-month
ECLs Lifetime ECLs
12/8 A
FEER FERBEERE
Simplified
Stage 1 Stage 2 Stage 3  approach Total
F-kER EokR  SE=kKR  @kRE st
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AR®TRT AR®TR AR%®TR AR%®TR AR%®TxR
Trade and bills receivables ~ EUERZ K Z1E
(note a) (7fa) - - — 4,279,812 4,279,812
Financial assets included s AT F « EAt
in prepayments, other JRE W R I K A
receivables and other EENGREE
assets (note b) (Ftb)
— Normal = EE 1,301,552 = = = 1,301,552
— Doubtful — AR = = = = =
Entrusted loans ZEER 3,616,354 - - - 3,616,354
Pledged deposits REEEX
— Not yet past due — A 203,151 - - - 203,151
Long term receivables RH M RIE 6,883 - - - 6,883
Cash and cash RekReZEEY
equivalents
— Not yet past due — WARBE 8,091,745 - - — 8,091,745
Time deposits EHIfFR 14,075,188 - - — 14,075,188
27,294,873 = — 4,279,812 31,574,685
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49. FINANCIAL RISK MANAGEMENT 49. IKEKREEEBERBRw
OBJECTIVES AND POLICIES (continued)
Financial risk management (continued) B 75 [ B ' 2 ()
[I'I'I'Z Credit risk (continued) = 5] [e m)
Maximum exposure and year-end staging as at RZFZ—F+ZH=1—HHRX
31 December 2021 (continued) B [5% 3 [B] [ 4F K [ ER 77 2B ()
As at 31 December 2020 R-_ZTE_ZTFE+-_A=+—H
12-month
ECLs Lifetime ECLs
12{E A 78 5
EEEB FEEHEERSE
Simplified
Stage 1 Stage 2 Stage 3 approach Total
F—FEE B RRE FREER Bt 7% st

RMB'000  RMB'000 ~ RMB'000  RMB'000  RMB'000
ARBTE ARETRE ARBTT ARBTI ARETRT

Trade and bills receivables  EWBER KL E#

(note a) (7Fa) = = — 3,084,884 3,084,884
Financial assets included ~ FFATERfZ - EAt

in prepayments, other JE W IE & H A

receivables and other BEMSREE

assets (note b) (3b)

— Normal - % 643,176 - - — 643,176

— Doubtful — A& - - - - -
Entrusted loans ZEXN 1,443,053 = = — 1,443,058
Pledged deposits RBESFEHK

— Not yet past due — HAREH 249,521 = = = 249,521
Long term receivables & I R 6,883 = = = 6,883
Cash and cash ReRReZEEY

equivalents

— Not yet past due — HARBH 9,225,493 = = —  9,225493
Time deposits TEHER 8,250,207 = = — 8,250,207

19,818,333 - 3,084,884 22,903,217
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49. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)
Financial risk management (continued)

[I'I'I'Z Credit risk (continued)
Maximum exposure and year-end staging as at
31 December 2021 (continued)

(@)

For trade and bills receivables to which the Group
applies the simplified approach for impairment,
information based on the provision matrix is
disclosed in note 26 to the financial statements.

The credit quality of the financial assets included
in prepayments, other receivables and other
assets is considered to be “normal” when they
are not past due and there is no information
indicating that the financial assets had a
significant increase in credit risk since initial
recognition. Otherwise, the credit quality of the
financial assets is considered to be “doubtful”.

The credit risk of the Group’s other financial assets,
which comprise time deposits, entrusted loans and

other

receivables, arises from default of the

counterparty, with a maximum exposure equal to the
carrying amounts of these assets.

Except for the above, the Group has no significant
concentration of credit risk, with exposure spreading
over a number of counterparties.

Further quantitative data in respect of the Group’s
exposure to credit risk arising from trade receivables
are disclosed in note 26 to the financial statements.

(iv)

Liquidity risk

The Group closely monitors its

liquidity risk by

performing periodic reviews and evaluations of its
liquidity with regard to the industry characteristics,
market conditions, business strategies and changes in
the Group’s state of affairs and adjusting the current
and non-current portions of the Group’s debt portfolio
on a proper and timely basis. In addition, the Group
aims to ensure a continuity of funds and flexibility
through the use of various means of financing and by
keeping committed credit lines available.
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49. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)
Financial risk management (continued)

[I'VZ Liguiditz risk (continued)

The table below summarises the maturity profile of the

Group’s financial liabilities at 31
based on contractual undiscounted payments.

49.

December 2021

R EERE
ﬁﬂ%ﬂl“ﬁmﬂ(aﬁ

7 ) 14 JE] fer )

= RBUR @

S e e e
BRIE A KM 35 S BP0 S
& MmO EIEER -

2021
—E-—F
Less than 1to More than
1 year 5 years 5 years Total
—F LR —ZHF BEENE et
RMB’000 RMB’000 RMB’000 RMB’000
AREBT R AR®BTR AR®TR AR¥TxR
Lease liabilities HEAE 210,304 367,657 21,004 598,965
Interest-bearing bank AT BIRIT R E A
and other borrowings BE(TEE
(excluding lease HEARE)
liabilities) 4,134,663 22,146,964 2,301,823 28,583,450
Trade and bills payables JEfFERFA N EE 8,803,902 - - 8,803,902
Financial liabilities FT A EL At JE - K
included in other EHEERER
payables and accruals MEemasE 8,995,352 - - 8,995,352
Other financial liabilities ~—~ HE &g & & 1,229,704 1,322,397 — 2,552,101
2020
—EEHF
Less than 1 to More than
1 year 5 years 5 years Total
—F R —EhF AFMNUE et
RMB’000 RMB’000 RMB’000 RMB’000
ARETFT AREFTT AREFTRT ARETFT
Lease liabilities HEAR 192,628 326,388 26,020 545,036
Interest-bearing bank ST ERITREA
and other borrowings BE(TEE
(excluding lease HEEE)
liabilities) 4,782,403 10,394,624 1,347,293 16,524,320
Trade and bills payables  JEfTBRF N ZiE 7,969,321 = = 7,969,321
Financial liabilities T AE b AR
included in other HEERER
payables and accruals, MEmmBeE -
excluding current TEEREE
portion of long term 1< 3% I8 Y BN B
payables =i 6,052,690 = = 6,052,690
Other financial liabilities ~— HE & @& & 1,634,634 = — 1,634,634




49. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

Financial risk management (continued)
Equity price risk

Equity price risk is the risk that the fair values of

equity securities decrease as a result of changes in
the levels of equity indices and the value of individual
securities. The Group is exposed to equity price risk
arising from individual equity investments classified as
equity investments at fair value through other

comprehensive income (note 24) as at 31 December

2021.

The following table demonstrates the sensitivity to
every 5% change in the fair values of the equity
investments, with all other variables held constant and
before any impact on tax, based on their carrying
amounts at the end of the reporting period. For the
purpose of this analysis, for the equity investments,
the impact is deemed to be on the financial assets
revaluation reserve and no account is given for factors

such as impairment which might impact the
consolidated statement of profit or loss.
2021
—E-—F
Hong Kong listed equity BB LEWRAEE
investments
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BEREREERERBERw
ﬁﬁ%ﬂl‘ﬁmfi(w

&$Fﬂﬂﬁ%%mh%*¥&ﬂ%

BHEESDHEFRAEFFAAET
MMﬂmoﬂ—T——$+:ﬂ
=+—H AEEEHHBRAELR
BAREBDBEANRREFTEBEEES
ST AE b 2 UL ES B AR AR IR B (Y A
24) A RIPE AT E o

TRETERMAAEANEZRZERT
#ERFAERARBEENBERT -
BRARER REHROREE
B BAREQIAETEH5%HH
BRE - LADIT T - HRRAIR
B BARYSREESHREBEERY
£ WEFRAEFESSBRRN
Hx - PlanRIE -

Carrying

amount of
equity Change in
investments equity

BARBREN
AREE B2 E
RMB’000 RMB’000
ARBT R AR®T R

33,945 1,697

—B-—FFH
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49. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)
Financial risk management (continued)

(v) __Equity price risk (continued)

. KRR EREE £
Eﬁ%ﬂl‘ﬁmfi(aﬁ

= RBUR @

Carrying
amount of
equity Change in
2020 investments equity
AR E 8
—E-TF BRHEE N
RMB’000 RMB’000
ARBFTT ARBFTT
Hong Kong listed equity BB LETRAEKE
investments 108,745 5,437

Capital management

The primary objectives of the Group’s capital management
are to safeguard the Group’s ability to continue as a going
concern and to maintain healthy capital ratios in order to
support its business and maximise shareholders’ value.

The Group manages its capital structure and makes
adjustments to it in light of changes in economic conditions
and the risk characteristics of the underlying assets. To
maintain or adjust the capital structure, the Group may
adjust the dividend payment to shareholders, return capital
to shareholders or issue new shares. No changes were
made in the objectives, policies or processes for managing
capital during the years ended 31 December 2021 and
31 December 2020.

EXREE
AEEERAEENERABRNERASKH
FEKENRIERERENEARLL X
A FHEHEHRIERBREREE -

Z!»‘%@Eﬁﬁézﬁ *ﬁ IIJE%%/;‘E %t%

ﬁ%%iﬂ¥§$ % $%IT%§
BT FREMKRE « REMNE ARE R
?ﬁﬁ% %i_;_—¢+ A=+—

—E_TFE+_A=+—HLEFE"
ﬁ@é$§ﬁ%ﬁ%‘ﬁ R a1 D
& o



49. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES (continued)

Capital management (continueq)

The Group monitors capital using a gearing ratio, which is
net debt divided by the capital plus net debt. Net debt
includes interest- bearing bank and other borrowings (other
than convertible bonds), trade and bills payables, other
payables and accruals, and other financial liabilities, less
cash and bank balances and long term time deposits, and
excludes disposal groups. Capital represents convertible
bonds and equity attributable to owners of the Company.
The gearing ratios as at the end of the reporting periods

were as follows:
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49. K EAREEEERER

BEAREE @

AEBENERNBBELRERERN EXE
BHXREDFABRAEREE M EFAR
ZM e FRABEERBAERITREMESR (T
BREABBRES) BURFRER  Hit
ERRIERIERER  UKHMEREE
BEERBTEFLRATHER LT
BREEHR BERNEARBRESRARQF
BEARIEEZ NBEPRNEXRER
RN

2021 2020
—E-—fF —EFF
RMB’000 RMB’000
AR® T AREET T
Interest-bearing bank and other FTBIRITREMEE
borrowings (other than convertible (TEETB]RRES)
bonds) 23,051,812 18,944,225
Trade and bills payables ENERRERE 8,803,902 7,969,321
Other payables and accruals EEMARIARTERE R 14,576,417 11,465,916
Other financial liabilities- current HEmhomaE — RE 1,203,800 1,600,200
Other financial liabilities- non-current HitemBE — JERD 1,292,066 =
Less: Cash and bank balances R RIRITET (11,216,861) (11,397,123)
Less: Long term time deposits B REATHIT R (10,950,072) (6,078,577)
Net debt FEE 26,761,064 22,503,962
Equity attributable to owners of the NAEHER NELER
Company 36,825,784 32,982,642
Convertible bonds AR ES 3,981,115 -
Adjusted capital FEEEEES =N 40,806,899 32,982,642
Capital and net debt BEAREFHEE 67,567,963 55,486,604
Gearing ratio BARB B X 39.61% 40.56%
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50. EVENTS AFTER THE REPORTING

PERIOD

On 16 March 2022, the Company jointly with Yashili issued
an announcement that the Group is in discussion with other
parties regarding its holdings in Yashili and certain other
business interests, which may result in a number of
potential transactions (the “Potential Transactions”), the
structure and details of which are yet to be finalized but
which may include a potential pre-conditional privatization
offer for Yashili (the “Potential Offer”). As of the date of this
report, no definitive agreement or arrangement in respect of
any the Potential Transactions has been entered into.
Therefore, the Potential Transactions, including the Potential
Offer, may or may not proceed. Please refer to the
announcement dated 16 March 2022 for detailed
information.

50.
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51. STATEMENT OF FINANCIAL POSITION 51. A QAT MBMRRE
OF THE COMPANY
Information about the statement of financial position of the WEMREBAR R EAR R KA E R0
Company at the end of the reporting period is as follows: T~
2021 2020
:g: _ﬂi — 7 — 55'5
RMB’000 RMB’ OOQ
AR T T ARBEF T
NON-CURRENT ASSETS FRBEE
Property, plant and equipment Y% - BB K& 47 47
Investments in subsidiaries RFRaKRE 19,658,902 13,274,282
Investments in associates REE N R IKE 2,502,702 2,751,368
Derivative financial instruments TEemIT A 11,119 -
Non-current financial assets ERBEREE 33,945 108,745
Loans to subsidiaries ERFFAA 3,145,152 3,158,428
Total non-current assets BIEREBEE 25,351,867 19,292,870
CURRENT ASSETS REBEE
Prepayments, other receivables and other — FAJ 3k + E i FE UK IE o
assets HMEE 960,619 283,140
Loans to subsidiaries BERTFAA 3,480,422 3,333,843
Cash and bank balances Be MIRITHEF 796,875 2,203,935
Total current assets BREEE 5,237,916 5,820,918
CURRENT LIABILITIES REBEE ‘
Loans from subsidiaries REFRARIMNER 4,045 10,693
Other payables and accruals H R IB MIBIR & 126,193 134,268
Interest-bearing bank and other TR REMEER
borrowings 1,000,000 1,346,624
Total current liabilities BREaE 1,130,238 1,491,585
NET CURRENT ASSETS REEEFH 4,107,678 4,329,333
TOTAL ASSETS LESS CURRENT BEERRBAR
LIABILITIES 29,459,545 23,622,203
NON-CURRENT LIABILITIES FRBAE
Interest-bearing bank and other FTERITREMEE
borrowings 21,086,593 13,695,566
Deferred tax liabilities RERIEEE 6,441 3,624
Derivative financial instruments MESRITA 36,305 34,742
Total non-current liabilities BwIEREBEE 21,129,339 13,733,932
NET ASSETS FEE 8,330,206 9,888,271
EQUITY e
Issued capital B BT 359,774 359,359
Treasury shares held under the share RERBFETHED
award scheme EfFE G5 (29,244) (42,908)
Reserves Gk 7,999,676 9,571,820
TOTAL EQUITY R 8,330,206 9,888,271

Chen Lang
R BA

Director

EBEF

Jeffrey, Minfang Lu
E BB

Director

EF
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51. STATEMENT OF FINANCIAL POSITION
OF THE COMPANY (continued)

Note:

A summary of the Company’s reserves is as follows:

Share
premium

Rt
RMB'000
ARBTR

At 1 January 2021 R=Z=-%-5-A
Loss for the year rEEE
Other comprehensive loss for the year: A EH2EER:
Changes in fair value of equity BEANAAEGEER
investments designated at RO L2 AN
fair value through other HENRARENAR
comprehensive income, BEY ARHEE
net of tax
Exchange differences between WEA-CIER )
functional currency and EREE

presentation currency
Cash flow hedges, net of tax

REREHH  NRHE

Total comprehensive income/{loss) for
the year

Shares issued under equity-settled
share option arrangements

Fair value amortisation of equity-
settled share option arrangements

Transfer of share option reserve upon
exercise of share options

Fair value amortisation of the share
award scheme

Dividends paid to owners of the
Company

FERENE/(BR) 2R

RENRD XM ERER
LG

WRIXAOEREZ A
RAERY

e ERERELRERERE

RERBHANL A BEHE

BRARTEEARNRE

At 31 December 2021

RZF--F+2f=1-A

348

Contributed
surplus

BAEH
RMB’000
ARBTR
W CHE)
W (a)

51.

Foreign
currency
translation
differences

ERREEE
RMB1000
ARETT

A B B IR R w0

MEEE -

RRBFEEBALLT

Fair value
reserve of
financial assets
at fair value
through other
comprehensive
income
BAAMERA
E2EREMN
tHEEZ
MERE
RMB’000
ARBT T

Share option
reserve/share
award reserve

Accumulated
losses

Hedging
reserve

RiEwsR/ R
RRERE HHER &t
RMB'000  RMB'000  RMB'000
ARBTR ARBTR ARBTR

ZitkR
RMB1000
ARBTR



51. STATEMENT OF FINANCIAL POSITION
OF THE COMPANY (continued)

Note: (continued)

A summary of the Company’s reserves is as follows: (continued)
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51. KA FHERRR®
BosE : (48)

ARmEfFEERamT - (&)

Fair value
reserve of
financial assets
Foreign at fair value
currency through other Share option
Share  Contributed translation  comprehensive  Accumulated  reserve/share  Hedging
premium suplus  differences income losses  award reserve  reserve Total
BRREA
b2 Al
EREEY gttt/ Rh
RhEE  EEEHR SUHREEE NMEEE  BHEE ROEE HhGE @it
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RVB'000  RMB'000  RMB'000
AREBTT  ARETT ARETR ARBTT ARETT  ARETr ARETR ARETR
Note ()
i @
At 1 January 2020 RZZ-ZE-A-H 11,772,915 387,574 122,055 (323872  (1,189,571) 209,814 7,998 10,986,913
Loss for the year KEER - - - - {45108) = - (451,080
Other comprehensive incomefloss for ~ AEEM2ENE/BE
the year:
Changes in fair value of equty REANAREERE
investments designated at SHHALMEEN
fair value through other ERRAREN AR
comprehensive income, E2% NkHE
net of tax - - - 63,221 - - - 63,221
Exchange differences between PEAE Y EL )
functional currency and EiZS
presentation currency - - (664,234) - - - - (664234)
Cash flow hedges, net of tax BERENH NBHE = - (1,614) - - - [668T)  (68480)
Total comprehensive incomefloss) for ~ £ERENE/(BR) &%
the year - - [65849) 63221 (45108 - 68872 (1,020581)
Shares issued Under equity-settled BRENRAX Bk ET
share option arrangements BORG 255,411 = = = = 56,027 - 311438
Fair value amortisation of equity- IR % A B RRE R A
settled share option arrangements NhlERH - - - - - 457 - 457
Transfer of share option reseve upon 1T BREREHERERE
exercise of share options 75,121 - - - - (75,121) - -
Fair value amortisation of the share eSOV 3
award scheme - - - - - 264 - 264
Dividends paid to owners of the BRADAREARIRS
Company (706,661) - - - - - - (706,661)
At 31 December 2020 RoBEETCAST-R 11006785 TS (43799 (060851)  (1,640,659) 191431 (58874 9571820
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51.

52.

STATEMENT OF FINANCIAL POSITION
OF THE COMPANY (continued)

Note:

(@) The contributed surplus of the Company represents the
difference between the then combined net asset value of the
subsidiaries acquired pursuant to the group reorganisation
and the nominal value of the shares of the Company issued
in exchange therefor.

APPROVAL OF THE FINANCIAL
STATEMENTS

The financial statements were approved and authorised for
issue by the board of directors on 30 March 2022.

51.

52.

A2 B BRI R w0

MEEE -

@ ARFNEFEKEREEESHEIKE
FRAANERAHEEFERARF /K
H bt & BF 8 B R E AT 3 1T A D B0 L
HZERE

#EFHRE

BEegR_ET-__F=-A=1+A#LER
BRI ISHREK -



The following is a summary of the published audited financial
statements of China Mengniu Dairy Company Limited
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“Company”) and its subsidiaries for the respective years.

RESULTS
Revenue WA
Profit before tax from REFELEXBH
continuing operations 50 A1 71
Income tax expense FBRZ L
Profit for the year from REFELLEBD
continuing operations KEFE
Profit for the year from REERIELEERN
discontinued operations AEFH
Profit for the year AEFE
Attributable to: AT&T L :
Owners of the Company ARAEAA
Non-controling interests FERBFER
Proposed dividend BIER S

Earnings per share attributable
to ordinary equity holders of
the Company (RMB) (note (i)
For profit for the year

— Basic
— Diluted

KAFEBRAERAR
HEREN (ARK)
(PEEE())

AR
- &KX
- 878

2021
—E-—fF

RMB’000
AR®TR

88,141,475

5,868,168
(904,510)

4,963,658

4,963,658

5,025,537
(61,879)
1,506,161

1.274
1.267

(the

TIRFEARFAXARARA ([ARF]) REF
RANTIISFEEEMOEEXZVFRERME -

¥4E
Year ended
BRLLEE
2020 2019 2018 2017
“E-%F —E-NEFE Z—E-N§& C—E—+F
RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETT ARETT ARETR
76,034,844 79,029,856 68,977,066 60,155,622
4,154,786 5,605,447 3,852,722 2,624,961
(653,193)  (1,309,532) (649,001) (594,283)
3,501,593 4,295,915 3,203,721 2,030,678
3,501,593 4,295,915 3,203,721 2,030,678
3,525,044 4,105,437 3,043,030 2,047,839
(23,451) 190,478 160,691 (17,161)
1,058,093 712,238 710,915 471,283
0.897 1.049 0.779 0.526
0.892 1.046 0.778 0.526
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ASSETS, LIABILITIES AND EQUITY

EE -RERES

At 31 December

R+=ZB=+—H

2021 2020 2019 2018 2017

bbbl —T-TF  —“T-NF  ZE-N\F  ZT—+F

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

I ETA ARETT ARETT ARETT ARETR

Total assets BEE 98,101,344 80,146,240 78,537,405 66,457,257 58,138,731

Total liabilities BafE 56,101,912 42,898,681 45,190,068 35,992,978 31,031,608
Equity attributable to owners of AN EIHA AE(H#ER

the Company 36,825,784 32,982,642 29,132,284 25,212,364 22,604,273

Non-controlling interests FEPR AR A R M 2S 5,173,648 4,264,917 4,215,053 5,251,915 4,502,850

Note: ME -

(i) The calculation basis for the earnings per share attributable to
ordinary equity holders of the Company is set out in note 13 to the

consolidated financial statements.
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