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Corporate Profile
NG Wy

China Shengmu Organic Milk Limited (the “Company” or
“Shengmu”, together with its subsidiaries, the “Group”) is an
integrated “Forage Grass Planting, Cows Breeding” desert eco-organic circular
raw milk enterprise, covering the entire value chain of the dairy industry, from forage grass
planting and cows breeding to raw milk production.
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With a safe milk source base as the core, organic planting and breeding, high quality organic raw milk as the
basis, Shengmu is able to secure partnerships with downstream emulsion companies. Currently, the Group has
33 farms with a stock of 139,900 cows of which 22 are certified organic farms and 3 are DHA farms. and a daily
production capacity of approximately 2,075 tonnes of fresh milk, Shengmu'’s unique organic eco-sand treatment
industry system in the Ulan Buh Desert has been selected by the United Nations Global Compact as the best
integrated practice in the “Sustainable Production and Consumption” category. The raw milk produced by the
Company is also the first brand in mainland China that is dually accredited under organic standards and in China and EU.
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Hong Kong Branch Share Registrar and
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Tricor Investor Services Limited
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16 Harcourt Road

Hong Kong

Principal Bankers
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Highlights
BE

For the six-month ended 30 June

HBZ6A30B1EAEA

2023 2022 Movements

(Unless otherwise stated, all amounts 2023 % 2022 £ e
are expressed in thousands (BR455151885 - FrE S5 (Unaudited) (Unaudited)
of Renminbi (‘RMB”)) UAR¥(T AR FIIR) (REEEZ) (REEZ)
Financial Data BB EE
Operating income BERAM 1,643,416 1,600,623 +2.7%
Revenue SHE A 1,565,011 1,548,581 +1.1%
Gross profit EM 418,289 512,764 -18.4%
Profit attributable to owners of the parent B R EHEH A BG40 F 23,327 228,843 -89.8%
Key operating data FTELEEE
Sales volume (tonnes) SH=(W8) 340,086 311,565 +9.2%
Average annualized milk yield I FILEBE (N, F o 58)

per milkable cow (tonnes/year ® heads) 10.94 10.63 +3.9%
Herd size (heads) EERE(5E) 139,897 136,344 +2.6%
Notes: i
(1) Operating income is calculated as revenue plus other revenue. (1) BHERAZHEHSERANMEMBAGTESS °
(2) Herd size (heads) refers to the number of heads as at 31 December 2022. (2) ERHEIE(3E)382022F 12 A31 HEES -
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ECOW Herd Size/Cow Herd Structure (0,000 heads)a
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ilkable Cow Annualized Milk Yield (tonnes/year-head)
BRI FFEE /5w

10.53
® A
Increased by [/ ppt
EF (FERE:
[
2022H1

enue from Sales of Raw Milk rvs nﬁ&
? RIBEERN xeaun = E

2023H1

Finance Costs

BhE pR S
1,549 1,565 P 417%
1 1 : 3.65%
2.69% P
: .
_J _J N WO (%) i
2022H1 2023H1 . 2021 2022 2023H1

Note:  H1 refers to the first half of the year.
i HUELYFE -
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Management Discussion and Analysis
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INDUSTRIAL OVERVIEW

In the first half of 2023, the macro-economy as a whole was on a recovery
trend, with China's Gross Domestic Product (GDP) reaching RMB59,303.4
billion, representing a year-on-year (“yoy”) growth of 5.5%; total retail sales of
consumer goods reached RMB22,758.8 bhillion, representing a yoy growth of
8.2%; and retail sales of food and oil products and beverages increased by 4.8%
and 1.0% respectively in units above the designated size. In the first half of
2023, the China's consumer price index (CPI) rose by 0.7% yoy, and the national
per capita disposable income reached RMB19,672, representing a nominal yoy

growth of 6.5%, and a real yoy growth of 5.8% after removing the price factor.

In the first half of 2023, in terms of the dairy products industry, the dairy
products consumer market showed a slow recovery, with the production of
the country’s sizeable dairy products manufacturing enterprises reaching
15.121 million tonnes during the Reporting Period, representing a yoy increase
of 4.6%. In terms of imports, the total amount of dairy products imported into
China during the Reporting Period decreased significantly as compared with
the Prior Period. As a result of the rising cost of imported dairy products and
the development of high-end domestic dairy products, the rising trend of self-
sufficiency rate of domestic milk sources accelerated. 1,553,600 tonnes of all
kinds of dairy products were imported into China during the first half of 2023,
representing a yoy decrease of 12.9%, and the total volume of imported dairy
products, equivalent to 9,580,000 tonnes of fresh raw milk, decreased by 8.7%
yoy. In terms of the main categories (according to China Customs statistics),
in the first half of 2023, China imported a total of 485,600 tonnes of large
packets of powder, representing a yoy decrease of 28.2%, 333,400 tonnes of
whey products, representing a yoy increase of 31.7%, and 264,200 tonnes of

packaged milk, representing a yoy decrease of 32.8%.

In terms of the dairy farming industry, as a result the slowdown in downstream
demand for raw milk and the continued high cost of upstream forage, the room
for profit of the dairy farming industry has been further compressed, and some
enterprises are facing difficulties in their survival. As such, it has become
an industry consensus to reduce costs and increase efficiency, and focus on
enterprise liquidity risk management. With the optimization and integration of
industry resources, the number of large-scale farms increased year by year,
which had a positive effect on the long-term sustainable development of the
industry. The price of raw fresh milk during the Reporting Period declined as
compared with the Prior Period, with the average price of raw fresh milk in
the primary dairy-producing provinces (regions) monitored by the Ministry of
Agriculture and Rural Affairs in the fifth week of June 2023 being RMB3.79/kg,
representing a decrease of 8.0% as compared with the Prior Period; in terms of
feed, although the price of forage decreased slightly as compared with the Prior
Period, the cost pressure remained severe. According to data monitored by

the Ministry of Agriculture and Rural Affairs, the national average price of corn
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Management Discussion and Analysis

in the fifth week of June 2023 was RMB2.93/kg, representing a yoy decrease
of 3.0%, and the national average price of soybean meal was RMB4.30/kg,
representing a yoy decrease of 3.4%. On the other hand, the cost of imported
forage continued to rise and the total volume of imports declined. According to
customs statistics, in the first half of 2023, China imported a total of 585,600
tonnes of hay, representing a yoy decrease of 28.3%, with an average CIF
(cost, insurance and freight) price of US$565.32/tonne, representing a yoy
increase of 23.0%. In particular, imported alfalfa hay reached 551,900 tonnes,
representing a yoy decrease of 25.6%, with an average CIF price of US$573.43/
tonne, representing a yoy increase of 23.5%, and imported oat hay reached
33,700 tonnes, representing a yoy decrease of 55.5%, with an average CIF price
of US$432.70/tonne, representing a yoy increase of 4.9%.

BUSINESS OVERVIEW

The principal business of the Group is dairy farming, production and sales of
high-end desert-based organic raw milk and quality non-organic raw milk.
The Group focuses on the production and sales of desert-based organic milk,
while satisfying the diversified needs of customers for quality raw milk, and
continues to develop a variety of functional raw milk to enrich the Company's
product mix and enhance its profitability. The diversified and high-end product
mix has enabled the Group to have a clear differentiated competitive advantage
in the raw milk industry.

HERD SIZE

As at 30 June 2023, the Group operated 22 organic farms and 11 non-
organic farms, including one fattening cows farm. The Group had 139,897
milkable cows and fattening cows in stock by the end of the Reporting Period,
representing an increase of 2.6% as compared with the end of the previous
year, including 100,368 organic cows in stock, representing an increase of 9.0%
as compared with the end of the previous year, and 39,529 non-organic cows
in stock by the end of the Reporting Period.

BEEENWE D

FELE TF3.4% 5—HHE - EHRERK
RNUE R EOBEE TR - ISR
2023F FHF - BBIEOFRE RET58568
WE - R TF%28.3% @ FHEEBRA -
RBENBEE)56532% 7L,/ W R L
WE23.0%c EEME EO BB EES
55.19 Z M - [AILL T % 25.6% - FHEFE
573.433 7T,/ M8 - FItL E7R 23.5% @ # O3
B BER 337 8N - B TE555% @ F
HEFE432.70%7T, B8 - AL EFR4.9% ©
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SEE IV RERNEEHREERY TRk
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FATAFEES - ZTTlt - BmIEHERLS
BRAKEERDITRTHREEABRNEZEL

BREY -
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M2023F 6 A30R  AEEELE -+ &
BEWAUS - T EEEHREUS - ERBE—
BEEIE4FHS - IRAEBNF RBIESTF
TWEE13989738 R EFRIER2.6% + &
FRAMETEE1003685 REFRER
9.0% : HARIEB I 17 1HE39,529 58 -

30 June 31 December

2023 2022

2023 F 20224

68 30H 12A31H

Number of Farms (number) PISHE () 33 33

Milkable Cows (heads) PR LA (58) 63,158 64,355

Calves and Heifers (heads) B KRB (5E) 68,468 63,980

Fattening cows' (heads) B4 (5E) 8,271 8,009

Total (heads) &5t (88) 139,897 136,344
(1) Fattening cows refer to the number of cows raised on a fattening cows farm. (1) BERFE—EERFHUSHENEE -
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Management Discussion and Analysis
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OPERATION REVIEW

MILK YIELD PER COW REACHING A RECORD HIGH AND CONTINUED
GROWTH IN ORGANIC RAW MILK SALES

In the first half of 2023, the Group’s dairy cow production further improved,
with the annualized milk yield per milkable cow reaching 10.94 tonnes,
representing a yoy increase of approximately 0.41 tonnes, which is the
highest dairy cow yield level of the Group since its establishment. Under the
current challenging market environment, the increase in dairy cow yields will
effectively enhance the profitability of the Company. With the help of improved
yields, the Group recorded total raw milk sales of 340,086 tonnes during the
Reporting Period, representing a yoy increase of 9.2%. In particular, organic
raw milk sales amounted to 261,217 tonnes during the period, representing a
yoy increase of 17.3%, with sales volume of organic raw milk accounting for
76.8% of total sales volume of raw milk. The increase in the proportion of sales
volume of organic raw milk will further strengthen the Group's profitability.
Despite the decline in raw milk prices in the industry, the Group still recorded
an increase in sales revenue, which amounted to RMB1,565.0 million for the
Reporting Period, representing a yoy increase of RMB16.4 million, benefitting

from the increase in milk yield per cow and the optimization of product mix.

REDUCING COSTS AND INCREASING EFFICIENCY, FEED COSTS UNDER
EFFECTIVE CONTROL

The raw milk market faced a severe headwind in the first half of 2023, with
the price of raw milk in the industry dropping significantly as compared with
the Prior Period. During the Reporting Period, the average sales price of raw
milk of the Group was RMB4.6/kg, representing a yoy decrease of 7.4%. Under
this situation, the Group actively expanded its cost reduction and efficiency
measures by innovating its farm management model, introducing an excellent
team to manage the nutrition of dairy cows, optimizing feeding formulae and
exploring new technologies and resources. In terms of forage selection, low-
cost forage substitution was adopted while also focusing on comprehensive
benefit considerations. The optimized forage formula not only effectively
controlled feeding costs, but also improved herd health and alleviated the

impact of heat on dairy cow production and milk index.

HERD UPGRADING AND OPTIMIZATION, STRATEGIC CULLING OF
INEFFICIENT COWS

The Group has actively strengthened its dairy cow breeding capacity in the past
few years. Through practical and effective selection and breeding measures,
the Group has effectively enhanced the level of accuracy and completeness
of the genomic genealogy of dairy cows, and the core indicators such as the
pregnancy rate of milkable cows, conception rate and cow retention rate were

significantly improved as compared with the Prior Period, among which, the
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Management Discussion and Analysis

conception rate has reached an industry-leading level. In the first half of the
year, in the face of changes in supply and demand in the industry, the Group
further carried out a herd upgrading and optimization plan to proactively
cull and reduce the number of non-productive cows in order to ensure the
continuous improvement of various breeding indices. As a result, the culling
rate of the Group's dairy cows in the first half of the year increased as
compared with the Prior Period, but in light of the upgrading of the overall
quality of the herd, the Company's overall profitability of dairy cow farming will
in turn be enhanced. As at 30 June 2023, the number of the Group’s entire dairy
cows in stock increased by 3,553 cows as compared with the end of last year,

and self-reproduction rate of productive biological assets was 2.5%.

FARM MANAGEMENT REACHING A NEW LEVEL, WINNING THE TITLE
OF NATIONAL KEY LEADING ENTERPRISES

Relying on the resource advantages of the Ulan Buh Desert, the Group are very
attentive to the welfare of dairy cows. Relying on the clean desert land, the
Group provides a comfortable living environment for dairy cows (warm winters
and cool summers in the desert environment), and each farm is equipped with
heat protection measures such as fan spraying, as well as warming measures
such as windbreaks and temperature-controlled heated water tanks. The
internal environment of the farm is clean, and the farm management carries
out manure cleaning three times a day. The farm also has a cow exercise
yard, with an average of approximately 80 square metres of activity area
per cow, providing sufficient space for cows to relax. In addition to this, the
farm also has a variety of measures such as a dedicated nutrition team and a
professional veterinary team to ensure the welfare of the dairy cows. As a firm
believer in high quality organic raw milk, the Group is determined not to use
chemical fertilizers and pesticides in the cultivation of forage, and no hormones
and antibiotics are used in the feeding of dairy cows. This has enabled the
Group's raw milk quality to remain at an industry-leading level, and in the first
half of the year, the milk protein rate, milk fat rate, microorganisms <30,000
pass rate, and cell <200,000 pass rate of the Group's raw milk were all further
improved as compared with the Prior Period. The improvement of the Group's
farm management capability also continued to gain recognition from more
industry associations. In the first half of 2023, six of the Group's farms passed
GAP certification, seven new farms were Grade S farms in the "Modern Dairy
Classification and Evaluation of Dairy Farms”. As at the date of this report,
the Group has a total of 21 Grade S farms, and one organic farm was also
awarded the "China Good Agricultural Practice Certification” certificate in the
first half of the year. In addition, the Group was awarded as a national key
leading enterprise in agricultural industrialization by the Ministry of Agriculture
and Rural Affairs of the PRC for its remarkable achievements in promoting
agricultural modernization, upgrading the quality and safety standards of

agricultural products and promoting the development of the dairy industry, etc.
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Management Discussion and Analysis
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ORGANIC DEMONSTRATION PARK BEING CONSTRUCTED AS
SCHEDULED

In order to realize the Group's strategic plan for the future and to achieve
growth in organic raw milk sales, the Group commenced the construction of
a dairy cow farming demonstration park at the Ulan Buh Desert Base during
the previous year. The demonstration park is a high-quality, green and low-
carbon dairy cow farming demonstration project under the guidance and
support of the local government to promote agricultural modernization and
rural development. In the first half of the year, the demonstration park was
constructed on schedule, and the preparatory work for the commissioning of
the project was carried out in an orderly manner. As at the date of this report,
the construction of the barn required for the farm has been completed, and
the conditions for the entry of the dairy cows into the farm have basically been
reached.

IMPROVEMENT OF THE CO-DEVELOPMENT MECHANISM AND
CONTINUOUS PROGRESS OF THE LONG-TERM INCENTIVE SCHEME

In terms of human resources, as at 30 June 2023, the Group had a total of
2,760 employees (as at 31 December 2022: 2,845 employees). Total staff
costs (including the emoluments of Directors and senior management of the
Company and restricted share incentives) for the Reporting Period amounted
to RMB175.5 million (2022: RMB162.4 million).

The Group provides retirement benefits to employees in Hong Kong through the
Mandatory Provident Fund Scheme, life insurance and medical insurance; and
pension insurance, medical insurance, work injury insurance, unemployment
insurance, maternity insurance and housing fund to employees in mainland

China in accordance with the laws of the PRC.

On 21 April 2023, in order to motivate the management team and attract
outstanding talents for the performance growth and sustainable development
of the Group, a total of 99,954,000 shares, representing approximately 1.19%
of the issued shares of the Company as at the date of this report were granted
to 66 senior and middle management staff of the Group and 1 Director in

accordance with the rules of the Share Award Scheme.
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Management Discussion and Analysis

FINANCIAL REVIEW
SALES REVENUE

BEEENWE D

Bt %5 1 A

HEWA

For the six months
ended 30 June
BZE6H30HIE~ER

Sales revenue (RMB'000) HEWAARETT)
Sales volume (tonnes) SH2(WA)
Average selling price (RMB/tonne) THEBARKE T, HE)

2022
2022 4F

1,565,011 1,548,581
340,086 311,565
4,602 4,970

During the Reporting Period, the Group's sales revenue from raw milk
amounted to RMB1,565.0 million (2022: RMB1,548.6 million), representing an
increase of 1.1% in spite of the generally declining milk prices in the industry,
which was mainly attributable to the continuous optimization of product mix

and the increase in sales volume.

In terms of product mix optimization, the Group responded to the market
demand for high-end products by increasing the production of desert organic
raw milk, and successfully launched organic A2 raw milk, achieving a sales
volume of 19,910 tonnes during the Reporting Period. The sales volume of
desert organic raw milk increased by 17.3% yoy, accounting for 76.8% of
the total sales volume of raw milk. The steady increase in the sales volume
of organic raw milk further strengthened the Group's leading position in the

organic raw milk industry.

The Group has continued to promote lean management to improve operational
efficiency. Benefiting from the efficiency of the project on the accuracy and
completeness of dairy cow genome genealogy, the quality of the dairy herd
continuously improved, and in terms of process control, the Group has
strengthened operational management initiatives such as lean grouping
to achieve growth in the level of milk production by the dairy cows over
successive years, with the annualized yield per milkable cow increasing by
approximately 0.41 tonnes yoy to 10.94 tonnes. During the Reporting Period, the
Group's daily milk production exceeded 2,000 tonnes for the first time, reaching
2,075 tonnes, of which 1,625 tonnes was organic raw milk. Despite the decline
in the Group's stock of milkable cows, the Group achieved a sales volume of
raw milk of 340,086 tonnes during the Reporting Period (2022: 311,565 tonnes),
representing a yoy increase of 9.2%, which generated significant cash inflow

for the Company.
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Management Discussion and Analysis

EEENWRE DN

As a result of the downward trend of raw milk prices due to the staged
imbalance in the supply and demand of raw milk in the mainland China, the
average selling price of the Group's raw milk was RMB4,602 per tonne (2022:
RMB4,970 per tonne) during the Reporting Period, representing a yoy decrease
of 7.4%.

COST OF SALES, GROSS PROFIT AND GROSS MARGIN

Unit: RMB'000, except for percentages

2 B A R 4 75 B BRI S S A 2R 0 R A
B TIT - RAERARE - KERBDFY
EEAARE 46027,/ HE(20224F + AR
W 4,9707C,/ WB) - EIELEITE 7.4% °

HERAR » BRI RERR

B ARETIT - BRI

For the six months
ended 30 June
HZ6H30RH1EAER

2022
20224

Cost of sales B E R AR
Gross profit EF
Gross profit margin FE R

1,146,722 1,035,817
418,289 512,764
26.7% 33.1%

The Group aims to provide consumers with high-quality desert organic milk.
The production process of organic raw milk is more stringent as compared to
non-organic raw milk, with higher standards for forage quality. At the same
time, due to the uniqueness of organic forage, a fully active competitive market
has not been formed currently, so the Company emphasizes and strives to
control the cost of organic feed more closely. The prices of bulk raw materials
in the first half of the year were still at a high level as compared with the
Prior Period, the impact of rising feed costs was partially offset as a result of
the Company's efforts to enhance efficiency through management measures
such as lean operations and cost reduction, and to achieve a record high yield
per milkable cow and other key indicators. During the Reporting Period, the
Group's average cost of sales of raw milk was RMB3.37/kg (2022: RMB3.32/kg),
representing a yoy increase of RMB0.05/kg, of which the feed cost per kilogram
of milk was RMB2.75/kg (2022: RMB2.70/kg), representing a yoy increase of
RMBO0.05/kg. As a result of the combined effect of lower selling prices in the
raw milk market and constantly high cost of feeds, the Group’s gross profit
margin decreased by 6.4% yoy to 26.7% for the Reporting Period.
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Management Discussion and Analysis

LOSS ARISING FROM CHANGES IN FAIR VALUE

Loss arising from changes in fair value mainly represents fair value changes
in the dairy cows, due to changes in the physical attributes and market prices
of the dairy cows and the discounted future cash flow to be generated by those
cows. In general, the value of a heifer increases when it grows up to a milkable
cow, as the discounted cash flow from milkable cow is higher than the selling
price of heifer. Further, when a milkable cow is ousted and sold, its value
decreases.

During the Reporting Period, the Group's loss arising from changes in fair value
amounted to RMB286.1 million (2022: RMB197.2 million), representing a yoy
increase of RMB88.9 million, mainly due to (i) the increase in the number of
culled cows as compared with the Prior Period as the Group proactively culled
inefficient cows in order to improve the structure of high-quality milkable
cow herd; and (ii) the increase in loss arising from changes in fair value, as a
result of the combined impact of the decrease in the market price of raw milk,
constantly high cost of feeds, the decrease in the market price of beef and

other factors.

OTHER INCOME AND GAINS

During the Reporting Period, other income and gains amounted to RMB26.4
million (2022: RMB40.1 million), representing a yoy decrease of RMB13.7
million, as the the Prior Period included a gain on disposal of equity interest
of RMB25.7 million. Other income and gains mainly include beef cows farming
business, government subsidies, interest income and gain (or loss) on disposal

of equity interest.

Of which, during the Reporting Period, the Group's beef cows farming business
slaughtered 3,520 heads of beef cows and realized sales revenue of RMB39.7

million (2022: RMB26.5 million), representing a yoy increase of 49.8%.

SELLING AND DISTRIBUTION EXPENSES

Selling and distribution expenses for the Reporting Period were RMB27.0
million (2022: RMB23.5 million), representing a yoy increase of 14.9% due to
the yoy increase in the total volume of sales of raw milk, which led to a rise
in transportation expenses as compared with the Prior Period. Selling and
distribution expenses mainly included logistics and transportation expenses

and staff remuneration, etc.
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BEEENWE DM

ADMINISTRATIVE EXPENSES

During the Reporting Period, administrative expenses amounted to RMB72.7
million (2022: RMB66.6 million), representing a yoy increase of 9.2% and
accounting for 4.6% (2022: 4.3%) of the sales revenue. More administrative
expenses were recognized in the Reporting Period as compared with the
Prior Period due to the different beneficiary period of recognition in respect of
share award related expenses (2022: since adoption date of the Share Award
Scheme).

Administrative expenses mainly included salaries and benefits for management
and administrative employees, travel and transportation expenses, and
expenses for intermediaries, services and other types of administration

(including equity-settled share award expense).

OTHER EXPENSES

During the Reporting Period, other expenses amounted to RMB1.1 million (2022:
RMBQ0.7 million). Other expenses mainly include donation expenses.

FINANCE COSTS

During the Reporting Period, total finance costs amounted to RMB26.0 million
(2022: RMB10.0 million), representing a yoy increase of RMB16.0 million due to
the inclusion of gains on currency swaps of RMB25.1 million in the figures for
the Prior Period.

The Group continued to strengthen its credit base, optimize its debt structure,
reduce financing costs and practise green finance. While the scale of interest-
bearing liabilities continued to stabilize yoy, interest rates on bank borrowings
were steadily reduced. During the Reporting Period, total interest on
borrowings amounted to RMB25.8 million (2022: RMB34.8 million), representing
a yoy decrease of 25.9%.
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Management Discussion and Analysis

SHARE OF THE LOSSES OF ASSOCIATES

The Group's associates include: (a) Inner Mongolia Mengniu Shengmu Hi-Tech
Dairy Products Co., Ltd. (AR HRFEHSHZLMERAF]), owned as to
49.0% by the Group, which is primarily engaged in the operating and selling of
Shengmu organic liquid milk products; (b) Food Union Shengmu Dairy Co., Ltd.
(BREBEEHILMAEBRAF) and Inner Mongolia Shengmu Low Temperature
Dairy Product Company Limited (A5 & 240 E)E FL AR 2 7)), both of which
the Group held minority interests in and are primarily engaged in producing
dairy products with raw milk from the Group; (c) Inner Mongolia Yiyingmei
Dairy Co., Ltd. (R &z BEILZEHFR A F), in which the Group held minority
interests, produces organic milk powder with raw milk from the Group; and
(d) Mudanjiang Liangyuan Technology Limited (ftfHTi/REHE B R R F)),
which the Group held minority interests in and is primarily engaged in feed
processing. During the Reporting Period, the share of losses of the above
associates amounted to RMB10.7 million (2022: RMB11.2 million).

INCOME TAX EXPENSE

All profits of the Group were derived from its operations in the People's
Republic of China (the "PRC" or “China”). According to the Enterprise Income
Tax Law of the PRC (the “EIT Law"), the Group's subsidiaries in the PRC are
generally subject to a PRC corporate income tax at a rate of 25%. According
to the preferential provisions of the EIT Law, the Group's income arising from
agricultural activities, such as dairy farming and processing of raw agricultural
products, is exempted from enterprise income tax. Under the PRC tax laws and
regulations, there is no statutory time limit for such tax exemption as long as
the relevant PRC subsidiaries of the Group complete filings with the relevant

tax authorities as required.

During the Reporting Period, the Group's income tax expense was RMBO.1
million (2022: Nil).

PROFIT ATTRIBUTABLE TO OWNERS OF THE PARENT COMPANY AND
(LOSS)/PROFIT ATTRIBUTABLE TO NON- CONTROLLING INTERESTS

As a result of the above combined factors, during the Reporting Period, profit
attributable to owners of the parent company was RMB23.3 million (2022:
RMB228.8 million), representing a yoy decrease of 89.8%. The Group's cash
EBITDA was RMB368.6 million (2022: RMB466.1 million), representing a yoy
decrease of 20.9%.

Profit attributable to non-controlling interests mainly represented the profit
for the period attributable to dairy farmers with whom we cooperated in
relation to dairy farm management of our farms. During the Reporting Period,
loss attributable to non-controlling interests amounted to RMB2.1 million
(attributable profit for 2022: RMB14.4 million).
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LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL STRUCTURE

As at 30 June 2023, the Group's total equity amounted to RMB4,180.1 million
(as at 31 December 2022: RMB4,261.7 million) and the financial leverage ratio,
calculated as interest-bearing bank and other borrowings divided by total
equity, was 48.7% (as at 31 December 2022: 43.5%).

As at 30 June 2023, the Group's net borrowings (interest-bearing bank and
other borrowings (excluding lease liabilities) net of cash and bank balances)
amounted to RMB778.9 million (as at 31 December 2022: RMB891.1 million),
representing a decrease of 12.6% as compared with the end of last year.

As at 30 June 2023, the Group's interest-bearing liabilities (excluding lease
liabilities) amounted to RMB2,002.7 million (as at 31 December 2022:
RMB1,840.2 million), all of which were denominated in RMB, of which
RMB1,102.1 million was repayable within one to five years and the rest of the

interest-bearing liabilities were repayable within one year.

During the Reporting Period, the interest rates on bank borrowings ranged
from 0.87% to 3.26% per annum (for the year ended 31 December 2022: 0.87%
to 4.15%).

As at 30 June 2023, the Group had available and unutilized credit facilities
of approximately RMB6,879.0 million (as at 31 December 2022: RMB5,202.5
million). Having considered (i) the projected cash flows from operating activities
of the continuing operations; and (ii) the existing financial assets and leverage
level of the Group, the Directors believe that the Group has sufficient financial
assets to settle its debts and to finance its ordinary business operations and

contracted capital expenditure as at 30 June 2023.

CHARGE ON ASSETS

As at 30 June 2023, the Group's total restricted bank deposits amounted
to RMB114.9 million (as at 31 December 2022: RMB199.9 million), of which
RMB29.2 million was given to banks in the PRC as deposits for the issuance of
letters of credit and bank drafts, representing a decrease of RMB85.0 million

as compared with the end of last year.
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Management Discussion and Analysis

CAPITAL COMMITMENTS

As at 30 June 2023, the Group's capital commitments relating to the acquisition
of property, plant and equipment amounted to RMB86.9 million (as at 31
December 2022: RMB5.0 million). During the Reporting Period, construction of
a smart farm commenced, resulting in an increase in capital commitments.

CONTINGENT LIABILITIES

As at 30 June 2023, the Group provided guarantees for bank borrowings of
RMB112.9 million (as at 31 December 2022: RMB142.9 million) of Bayannur
Shengmu High-tech Ecological Forage Co., Ltd (BEEElMEM BRI AERE
¥ B[R /AR]). The external guarantees provided by the Group were recognised
in the financial statements, adopting the valuation of the guarantees as
determined by the independent professional valuer as the best estimate of
payment required for the performance of the relevant existing obligations in

accordance with the requirements of IFRSs.

FOREIGN EXCHANGE RISK

The Group's operations are primarily located in Mainland China and the
majority of transactions are conducted in RMB. As at 30 June 2023, the Group
had no significant foreign exchange risk in respect of its operations except for
cash balances of approximately RMB2.9 million, RMB2.0 million and RMBO0.2
million denominated in USD, HKD and EURO. As at 30 June 2023, the Group
had not entered into any arrangement to hedge against any foreign exchange
fluctuations.

CREDIT RISK

The Group only trades with recognized and creditworthy third parties. It is
the Group's policy that all customers who wish to trade on credit terms are
subject to credit verification procedures. Credit risk related to the Group's
other financial assets arises from default of the counterparty with a maximum
exposure equal to the carrying amounts of these instruments. Since the
Group trades only with recognized and creditworthy third parties, collateral is

generally not required.
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ENVIRONMENTAL POLICIES AND PERFORMANCE

During the Reporting Period, the Group's operations were in compliance in all
material respects with currently applicable national and local environmental

protection laws and regulations in the PRC.

MATERIAL ACQUISITIONS AND DISPOSALS

During the Reporting Period, the Group did not make any material acquisition
and disposals of subsidiaries and associates.

FUTURE PLANS FOR MATERIAL INVESTMENTS OR ACQUISITION OF
CAPITAL ASSETS AND EXPECTED SOURCE OF FUNDING

Save as disclosed above in the section headed “Capital Commitments” and
in the section headed "Future Plans and Use of Proceeds” in the prospectus,
as at the date of this report, the Group does not have any plan for material

investments or acquisition of capital assets.

EVENTS AFTER THE REPORTING PERIOD

Save as disclosed in this report, there was no material subsequent event of the
Group from the end of the reporting period to the date of this report.

FUTURE OUTLOOK

The "14% Five-Year Action Plan to Enhance the Competitiveness of the Dairy
Industry”, issued by the Ministry of Agriculture and Rural Affairs, states that by
2025, national milk production is expected to reach about 41 million tonnes, and
the proportion of large-scale farm above 100 heads will reach approximately
75%. The proportion of large-scale farms with cows and forage and production
facilities will increase by about 5 percentage points. The linkage between
farming and processing interests has become closer and more diverse, which
in turn enhances the competitiveness of the domestic dairy industry. Under the
strong empowerment of national policies and industrial resources, the Group,
relying on the unique resource endowment of the Ulan Buh Desert, will push
forward the implementation of various business goals and strive to achieve the
strategic goal for the growth of doubling the sales of organic raw milk by 2025
from that of 2020.
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Management Discussion and Analysis

In the second half of 2023, the supply and demand situation of the industry
will remain severe, and effectively improving the internal lean management
capability of the enterprise is an important measures to cope with the external
uncertainties. The Group will focus on important matters such as overall
cost control, herd optimization, silage acquisition, commissioning of smart
farm and digital intelligence transformation to achieve a breakthrough in the
Group's operational capability. The Group will carry out the exploration of
digital intelligence in the front-end business, in order to realize standardized
farming for production operations, standardized pointers, visualized models,
digitalized operations and management, as well as a scenario-based and smart
management system, upgrading the Group’s management model from a “farm”
to a “factory” management model. The construction of digital intelligence will
further enhance the Group's overall control capability, process standardization
capability, refinement management capability and industrial synergy capability.
The Group aims to transform digitally and become a data-driven, intelligent-
leading dairy enterprise in the future.
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Report of the Directors

The board (the “Board”) of directors (the "Directors”) of the Company herein
presents the interim report of the Group for the six months ended 30 June
2023 together with the unaudited condensed consolidated financial report, and
such interim financial report has been reviewed by the audit committee (the
“Audit Committee”) of the Board.

Dividend Distribution

The Board did not recommend the payment of interim dividend for the
Reporting Period (the Prior Period: Nil).

Purchase, Redemption or Sale of Listed
Securities of the Company

Save as disclosed in this report, during the Reporting Period, neither the
Company nor any of its subsidiaries purchased, redeemed or sold any of
the Company's listed securities. Except that the Trustee (the “Trustee”, a
professional and independent trustee appointed by the Company to assist
with the administration of the Share Award Scheme) purchased a total of
90,343,000 ordinary shares of the Company as restricted shares in the open
market in accordance with the rules of the Share Award Scheme (the “Share
Award Scheme”) at a total consideration of approximately HK$33,291,000
(equivalent to approximately RMB30,574,000).

Litigation

A civil judgement was issued by the Intermediate People's Court of Huhhot
(the "PRC Court”) (the “Judgment”) on 16 August 2021 in relation to a claim
made by the plaintiff against Inner Mongolia High-tech Farming Co., Ltd. (A
SHEHRSEEEBR /2T ('Inner Mongolia Shengmu”), an indirect wholly-
owned subsidiary of the Company, and two of the Company's former directors.
Provision was made amounting to RMB85.0 million for the probable losses,
which was reflected in the 2021 and 2022 annual financial report, to the
Group based on the reasonable estimation of the outcome of the lawsuits
by the management after taking into account the legal advice. For further
details, please refer to the announcements published by the Company on 16
September 2021 and 22 October 2021 and the 2021 Annual Report and 2022
Annual Report. Inner Mongolia Shengmu had applied to the High People’s Court
of Inner Mongolia Autonomous Region for a second trial and the civil judgement

of the instance has not been issued by the reporting date.
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Corporate Governance Practices

The Company has adopted the code provisions (the "Code Provisions”) as
contained in part 2 of Appendix 14 (Corporate Governance Code) to the Rules
Governing the Listing of Securities on the Stock Exchange (the “Listing Rules”)
(as amended from time to time) as its own code to govern its corporate

governance practices.

In the opinion of the Board, during the Reporting Period, the Company has
adopted, applied and complied with the Code Provisions.

Audit Committee and Review of Interim
Results

The Company has established the Audit Committee in compliance with the
Listing Rules. The Audit Committee has been established with written terms
of reference in compliance with the Listing Rules. The Audit Committee
comprises Mr. WANG Liyan, Mr. ZHANG Ping and Mr. WU Liang, and is chaired
by Mr. WANG Liyan. The primary responsibilities of the Audit Committee are to
oversee the Group's financial reporting system, risk management system and
internal control procedures, and to review and monitor the external auditors’
independence and objectivity and the effectiveness of the audit process in
accordance with the applicable standard. The Audit Committee has been
provided with sufficient resources to discharge its duties.

The Audit Committee has reviewed the accounting standards and practices
adopted by the Group and discussed with the management on the internal
control and financial reporting matters, including the review of the unaudited

interim results for the Reporting Period.

Remuneration Committee

The Company has established the remuneration committee (the “‘Remuneration
Committee”) in compliance with the Listing Rules. The Remuneration
Committee has been established with written terms of reference in compliance
with the Listing Rules. The Remuneration Committee comprises Mr. SUN
Yansheng, Mr. ZHANG Ping and Mr. WU Liang, and is chaired by Mr. SUN
Yansheng. The primary duties of the Remuneration Committee include
determining the policies in relation to human resources management,
reviewing the Company's remuneration policies and determining remuneration

packages for the Directors and senior management members.
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Nomination Committee

The Company has established the nomination committee (the “Nomination
Committee”) in compliance with the Listing Rules. The Nomination Committee
has been established with written terms of reference in compliance with the
Listing Rules. The Nomination Committee comprises Mr. LU Minfang, Mr. WANG
Liyan and Mr. WU Liang and is chaired by Mr. LU Minfang. The primary duties
of the Nomination Committee are to make recommendations to the Board

regarding candidates to fill vacancies on the Board.

Strategic and Sustainability Committee

The Strategic and Sustainability Committee comprised one executive Director
(Mr. ZHANG Jiawang) and three non-executive Directors (Mr. LU Minfang, Mr.
ZHAQ Jiejun and Mr. SUN Qian) and is chaired by Mr. LU Minfang.

The primary duties of the Strategic and Sustainability Committee include
formulating the Company's long-term development strategy, as well as
considering environmental, social and corporate governance related matters.
The sustainability department of the Company will report the work progress to
the Strategic and Sustainability Committee on a regular basis.

Model Code for Directors’ Securities
Transactions

The Company has adopted a code of conduct regarding securities transactions
by its Directors on terms no less exacting than the required standard of
dealings set out in the Model Code for Securities Transactions by Directors of
Listed Issuers (the "“Model Code”) as set out in Appendix 10 to the Listing Rules.
Having made specific queries to the Directors, all Directors have confirmed that
they have complied with the required standards as set out in the Model Code
during the Reporting Period.
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Directors’ Interest in a Competing Business

Mr. LU Minfang, a non-executive Director and the Chairman of the board, is
currently an executive director and chief executive officer of China Mengniu
Dairy Company Limited (“China Mengniu”) (HKEX stock code: 2319) (together
with its subsidiaries, the “China Mengniu Group”). Mr. LU is the chairman and
a non-executive director of Yashili International Holdings Ltd (¥ 7Fl) B #2
f& B FRAF]) ("Yashili’) whose shares were delisted from the Stock Exchange
on 5 July 2023 (prior HKEX stock code: 1230). Mr. LU was the chairman and
a non-executive director of China Modern Dairy Holdings Ltd. ("China Modern
Dairy”) (HKEX stock code: 1117) until 1 February 2023. He is also the chairman
of the board and a non-independent director of Shanghai Milkground Food
Technology Co., Ltd (E/BY A EZRMEERMDER AT ("Milkground”)
(Shanghai Stock Exchange stock code: 600882). Mr. LU is also a director of the
International Dairy Federation.

Mr. ZHANG Ping, a non-executive Director, is currently an executive director,
vice president and chief financial officer of China Mengniu. Mr. ZHANG is also
a non-executive director of Yashili, a non-executive director of China Modern
Dairy, and a director of Milkground.

Mr. ZHAO Jiejun, a non-executive Director, is currently the vice president, the
head of milk sourcing and animal husbandry industry business unit of China
Mengniu Group. He is also currently a non-executive director and chairman of

the board of China Modern Dairy.

For further information on the potential competition between the business
of China Mengniu and the business of the Group, please refer to the section
headed “Relationship with Mengniu Group — Competition” in the Prospectus.

China Mengniu is one of the leading dairy products manufacturers in the
PRC, principally engaged in the manufacture and distribution of premium
dairy products, including liquid milk, ice cream, formula milk and other dairy

products.

China Modern Dairy is an investment holding company, its subsidiaries are
principally engaged in the production and sale of milk, trading, production and
offline sale of feeds, as well as online sale of feeds and farm materials through

a digital intelligence platform.

Report of the Directors

EEEHE

EENHEMHEBNER
FRITEERESEETREGREEEAN R
FPRSFIAEERATN(THEASSF ) (B
FrRIRE D RSE A - 2319) (ERIE M B AR
SHEIPERLER MR ITESREH -
EEERELTHNBIERERER QAL
MO EFRIENTES - HIAZ2RHE
720234 7 A5 B{EH R AR T (ATAR (D 1K
8% :1230))c EE2023F2H18 E
FAETERBRRRBEZERERAR(THE
WARWED BZFABRMONRREA:1117)
WEBRIENITES - WA LEYFES
REBEBROMBERANYITES (LS
BERFFHRMDIINA - 600882)MES
EXRRFEBUEE - BEXENAERILR
BegmEs -

ERTERRTELE  RETBERFONT
B BIBERERMEE - RELNASH
THEERITES - PEEBRARMENIENTT
B URYPAEZHNES -

FRTEFHEAERLE  BETERIER
BIAE - PIRMBEERBABTA - KEA
MATFBRERBRAFATESREST 2T
}_)’%_ o

BERTERTHEGRREER 2 B0E
EHFHE—LER  F2HARERNA
SEEENRE BT

FERFRTERENIHREER 2 —
TERFEEIRR(BREREY KK
W TR EMIL R HBER D o

PEBREABER—RREERAR - HHE
RATERELEERHESY  BE  4E
FETHEFAH RBBHE PR LHER
BRBIZME -

INTERIM REPORT A s &5 2023

25



Report of the Directors

EEEHE

Yashili is an investment holding company which, together with its subsidiaries,
is principally engaged in the manufacture and sale of dairy products and
nutritional products.

Milkground is principally engaged in the research and development, production
and sale of cheese related dairy products.

The above-mentioned competing business is managed by separate entities with
independent management and administration. The Directors are of the view
that the Group is capable of carrying on its businesses independently of, and
at arm’s length from, the businesses of these entities. When making decisions,
the relevant Director, in performance of his duty as Director, has acted and will

continue to act in the best interests of the Group.

Save as disclosed above, all Directors have confirmed that for the six months
ended 30 June 2023 and as at the date of this interim report, they and their
close associates have not engaged in or held any interest in any business
which is or may be, directly or indirectly, in competition with our business.

Update on Information of Directors Pursuant
to Rule 13.51B(1) of the Listing Rules

Mr. LU Minfang resigned as a non-executive director, and ceased to be the
chairman of the board, and the chairman of the nomination committee of China
Modern Dairy with effect from 1 February 2023.

Save for disclosed above, there were no changes in the information of Directors

since the date of the 2022 annual report of the Company, which are required to
be disclosed pursuant to Rule 13.51B(1) of the Listing Rules.
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Directors’ and Chief Executive's Interests and
Short Positions in Shares, Underlying Shares
and Debentures

So far as is known to any Director or chief executive of the Company, as at 30
June 2023, the interests or short positions of the Directors and chief executive
of the Company in the issued ordinary shares of the Company (the “Shares”),
underlying Shares and debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the Securities and Futures
Ordinance (Chapter 571 of the Laws of Hong Kong) (the "SFQ")) which were
required to be immediately notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests or short
positions which they were taken or deemed to have under such provisions of
the SFO), or the interests or short positions which were required, pursuant to
Section 352 of the SFO, to be entered in the register referred to therein, or the
interests or short positions which were required, pursuant to the Model Code,
to be immediately notified to the Company and the Stock Exchange, were as

follows:

LONG POSITION IN THE SHARES OR UNDERLYING SHARES
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Shares/
underlying
Name Capacity/Nature of interest Shares Percentage
Bz 17, 16
i B, RemtE B EE Elalnd
ZHANG Jiawang Beneficial owner 164,391,580 @ 1.96%
IR R A EmfAA
(1) Mr. Zhang Jiawang was deemed to be interested in 19,413,790 outstanding unvested (1) SRR S EHIE ARIBIEAR R R G 8BE)F

Award Share and 6,847,790 vested Award Share that were granted under the Share
Award Scheme of the Company. For details of the Share Award, please refer to the
section of Movement of the Share Award During the Reporting Period.

Save as disclosed above and to the best knowledge of the Directors, as at 30
June 2023, none of the Directors or chief executive of the Company had any
interest or short position in the shares, underlying shares or debentures of
the Company or any of its associated corporations which were required to
be immediately notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including interests or short positions
which they were taken or deemed to have under such provisions of the SFO)
or which were required, pursuant to Section 352 of the SFO, to be entered in
the register referred to therein, or which were required to be notified to the
Company and the Stock Exchange pursuant to the Model Code.
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Interests of the Substantial Shareholders FTERENER

So far as is known to any Director of the Company, as at 30 June 2023, the FLARRMEMEEFTH > R 202346 A 30
following persons (other than the Directors and the chief executive of the H *» TIAT(RATEENZESITHALR
Company) had an interest or short position in the Shares or the underlying BN R IXD SRR AR 9 % B iL S A A A
Shares as recorded in the register required to be kept by the Company AIREZEANEKNIE I IEETAFE
pursuant to Section 336 of the SFO or which would fall to be disclosed to the BB LMEERSE AR @ SRIEZTHF RS
Company and the Stock Exchange under the provisions of Divisions 2 and 3 of  {§HIZE XVEEE 2 B 3 D AR EAR AR
Part XV of the SFO, or were, directly or indirectly, interested or deemed to be A REEXZ IR BEAER SRR » Sk E Bk
interested in 5% or more of any class of share capital carrying rights to vote in ¥ B st AR A B I A4 R o] IS
TEAEEFAKXERAFRNRRERE LIEE

all circumstances at general meetings of any member of the Group:

EVET AR RIAR A 5% S IA FE9HESS

Capacity/ Number of Shares/

Name Nature of interest underlying Shares Percentage

mE/ a8 513 REmitE B 17 HEEAR B Epayed

Start Great Holdings Limited Beneficial owner 2,513,178,555 (L) 29.99% (L)
EmHEA

China Mengniu Dairy Company Limited Interest of a controlled corporation 2,513,178,555 (L) 29.99% (L)

HERFIEBRAR RiEHEE R

Nong You Co., Ltd. Beneficial owner 1,301,651,000 (L) 15.53% (L)
E=lBA

Beijing Zhi Nong Investment Co., Ltd. Interest of a controlled corporation 1,301,651,000 (L) 15.53% (L)

IRERREGREELF REHEE R

Greenbelt Global Limited Beneficial owner 536,097,305 (L) 6.40% (L)
BEnBA

BPEA Private Equity Fund V, L.P. Interest of a controlled corporation 536,097,305 (L) 6.40% (L)
XirHhEEER

BPEA Private Equity GP V, L.P. Interest of a controlled corporation 536,097,305 (L) 6.40% (L)
RIEHEE R

BPEA Private Equity GP V Limited Interest of a controlled corporation 536,097,305 (L) 6.40% (L)
RIEHEE R

BPEA EQT Holdings AB Interest of a controlled corporation 536,097,305 (L) 6.40% (L)
XirHhEEER

EQT AB Interest of a controlled corporation 536,097,305 (L) 6.40% (L)
RIEHEE R

Notes: B

(1) Based on 8,381,295,229 Shares in issue as at 30 June 2023.

(2) (L) Indicates a long position.

(3) Start Great Holdings Limited is the subsidiary of China Mengniu.
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Interests of the Substantial Shareholders
of Any Member of the Group (Other than the
Company)
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AEBEFARE QR (A
DFERIN) R R AE
4

Percentage of

Name Name of member company interest

“B HA MEARINER AL

WU Jianye Bayannur Shengmu Pangu Farming Co., Ltd. 45.00%

g EEERmERBLIHREFREEAA

Inner Mongolia University Aodu Assets Inner Mongolia IMU-Shengmu High-tech Dairy 30.00%
Management Limited Co., Ltd.

NEHRBRFEELLEAREETRA NEHARERSEHERRA A

Save as set out above, our Directors are not aware of any person (not being Bt E X Fr&E &I RPN ESHTMEE

a Director or chief executive of the Company) who, as at 30 June 2023, was
interested, directly or indirectly, in 10% or more of any class of share capital
carrying rights to vote in all circumstances at general meetings of any member

of the Group (other than the Company) or any options in respect of such capital.

Share Option Scheme

On 18 June 2014, the Company adopted the Share Option Scheme which is
subject to the provisions under Chapter 17 of the Listing Rules. The purpose
of the Share Option Scheme is to attract, retain and motivate employees,
Directors and other participants, and to provide a means of compensation
through the grant of options for their contribution to the growth and profits of
the Group, and to allow them to participate in the future growth and profitability
of the Group. The participants of the Share Option Scheme are any executive,
non-executive or independent non-executive Directors or any employees
(whether full-time or part-time) of the Company, or any of its subsidiaries
or associated companies or any other person whom the Board considers, in
its sole discretion, has contributed or will contribute to the Group. The basis
of eligibility of any of the class of the participants to the grant of any options
under the Share Option Scheme shall be determined by the Board from time
to time on the basis of their contribution to the development and growth of the

Group and any invested entity.
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The Shares which may be issued upon exercise of all options to be granted
under the Share Option Scheme and any other share option schemes of the
Company (and to which the provisions of the Listing Rules are applicable)
shall not exceed 10% of the aggregate of the Shares of the Company in issue
on the Listing Date, being a total of 635,440,000 Shares, which represents
approximately 7.65% of the issued share capital of the Company as at the date

of this interim report.

The total number of Shares issued and to be issued upon exercise of the
options granted to each eligible participant under the Share Option Scheme
(including exercised, cancelled and outstanding options) in any 12-month
period shall not exceed 1% of the Shares in issue. Any further grant of options
to an eligible participant under the Share Option Scheme which would result in
the Shares issued and to be issued upon exercise of all options granted and to
be granted to such participant (including exercised, cancelled and outstanding
options) in the 12-month period up to and including the date of such further
grant exceeding the above said limit shall be subject to our Shareholders’
approval in general meeting with such participant and his associates (as

defined under the Listing Rules) abstaining from voting.

The amount of HK$1.00 is payable as consideration for each grant of options
under the Share Option Scheme, upon acceptance of such grant. The
subscription price in respect of issue of Shares upon exercise of options under
the Share Option Scheme shall be such price as determined by the Board
in its absolute discretion at the time of the grant of the relevant option (and
shall be stated in the letter containing the offer of the grant of the option), but
in any case the subscription price shall not be less than the highest of (a) the
closing price of the Shares as stated in the daily quotation sheet of the Stock
Exchange on the date of grant, which must be a business day, (b) the average
closing price of the Shares as stated in the daily quotation sheets of the Stock
Exchange for the five business days immediately preceding the date of grant,

and (c) the nominal value of a Share.

An option granted under the Share Option Scheme may be exercised in
accordance with the terms of the Share Option Scheme at any time during the
period to be determined by our Board at its absolute discretion and notified by
our Board to each grantee as being the period during which an option may be
exercised and in any event, such period shall not be longer than 10 years from
the date upon which any particular option is granted in accordance with the
Share Option Scheme.
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No option has been granted under the Share Option Scheme since the adoption
date of the Share Option Scheme and up to the latest practicable date prior
to the publication of this interim report. A summary of the terms of the Share
Option Scheme has been set out in the "Appendix IV — Statutory and General
Information — E. Share Option Scheme” in the Prospectus. The Share Option
Scheme was approved by shareholders’ resolutions of the Company passed on
18 June 2014 and will remain in force for a period of 10 years following such
date.

Share Award Scheme

On 19 April 2022 (the "Adoption Date"), the Company adopted a long-term
share award scheme to recognize the contributions by certain employees
of the Group and to provide them with incentives in order to: (i) improve the
corporate governance structure to achieve sustainable development of the
Company; (ii) attract, retain and motivate outstanding talents and build a
common interest among shareholders, the Company and employees; (iii) fully
motivate the core employees and continue to stimulate high-quality growth of
the team performance; and (iv) attract external talents for the Company. Under
the Share Award Scheme, the number of award shares (the “Award Share(s)")
vested and to be vested in respect of share award(s) (the “Share Award(s)")
granted to each participant for the 12-month period up to and including the
date of grant of the last Share Award to such participant shall be no more than
1% of the number of issued shares of the Company from time to time.

Subject to any early termination pursuant to the rules of the Share Award
Scheme, the Share Award Scheme shall be effective from the Adoption Date
and shall remain in full force and effect for a period of 10 years from the
Adoption Date. Pursuant to the Share Award Scheme, the shares under the
Share Award Scheme will comprise existing shares of the Company purchased
or to be purchased by the Trustee on the open market. The Share Award
Scheme shall be subject to the administration of authorised representatives
authorised by the Board and the Trustee in accordance with the Scheme Rules.
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Report of the Directors

EEEHE

Grant of Award Shares

As of 30 June 2023, a total of 90,343,000 ordinary shares of the Company
were purchased from open market by the Trustee at a total consideration of
approximately HK$33,291,000 (equivalent to approximately RMB30,574,000).

During the Reporting Period, the Board granted a total of 99,954,000 Award
Shares under the Share Award Scheme to 67 middle and senior management
personnel of the Group, and of which 12,566,000 Award Shares were granted
to Mr. ZHANG Jiawang, an executive director of the Company. The fair value of
an Award Share as at 21 April 2023, being the date of grant, was HK$0.325. The
total Award Shares granted during the period represent approximately 1.19%
of the issued shares of the Company as at 30 June 2023.
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Report on Review of Interim Financial Statement

TR BEHRREFARS

e
EY:

Independent review report

Ernst & Young

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

ZKEFH N ETE PR

Kb —EE2712

To the board of directors of China Shengmu Organic Milk Limited

(Incorporated in the Cayman Islands with limited liability)

Introduction

We have reviewed the interim financial information set out on pages 36 to 64,
which comprises the condensed consolidated statement of financial position
of China Shengmu Organic Milk Limited (the “Company”) and its subsidiaries
(the “Group”) as at 30 June 2023 and the related condensed consolidated
statements of profit or loss, comprehensive income, changes in equity and
cash flows for the six-month period then ended, and explanatory notes. The
Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited require the preparation of a report on interim financial information
to be in compliance with the relevant provisions thereof and International
Accounting Standard 34 Interim Financial Reporting ("IAS 34") issued by the
International Accounting Standards Board. The directors of the Company
are responsible for the preparation and presentation of this interim financial
information in accordance with IAS 34. Our responsibility is to express a
conclusion on this interim financial information based on our review. Our
report is made solely to you, as a body, in accordance with our agreed terms
of engagement, and for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the contents of this report.

Scope of Review

We conducted our review in accordance with Hong Kong Standard on Review
Engagements 2410 Review of Interim Financial Information Performed by the
Independent Auditor of the Entity issued by the Hong Kong Institute of Certified
Public Accountants. A review of interim financial information consists of
making inquiries, primarily of persons responsible for financial and accounting
matters, and applying analytical and other review procedures. A review is
substantially less in scope than an audit conducted in accordance with Hong
Kong Standards on Auditing and consequently does not enable us to obtain
assurance that we would become aware of all significant matters that might be
identified in an audit. Accordingly, we do not express an audit opinion.
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Report on Review of Interim Financial Statement

Conclusion

Based on our review, nothing has come to our attention that causes us to
believe that the interim financial information is not prepared, in all material

respects, in accordance with IAS 34.

Ernst & Young
Certified Public Accountants

Hong Kong

30 August 2023
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Interim Condensed Consolidated Statement of Profit or Loss

FHIERESEEER

For the six months ended 30 June 2023 #Z 20234 6 A 30 H 1L~ 1E A

REVENUE
Cost of sales

Gross profit

Loss arising from changes in fair value

Other income and gains

Selling and distribution expenses

Administrative expenses

Impairment losses on financial and
contract assets, net

Other expenses

Finance costs

Share of losses of associates

PROFIT BEFORE TAX
Income tax expense

PROFIT FOR THE PERIOD

Profit/(loss) attributable to:
Owners of the parent

Non-controlling interests

EARNINGS PER SHARE ATTRIBUTABLE
TO ORDINARY EQUITY HOLDERS OF
THE PARENT

Basic
— For profit for the period

Diluted
— For profit for the period

HEWA
HEMA

EF

NHEZPELNER
H AU A N s
HE R HAX
1THRFX
TRMANEEZRE
B 1R % R

HipFIx

BB

DIEBE R B EE

B 5t Al 7
PRSI

BRI R

AT &SRR, (BE)

SRTEEA
SEFERR RS

SRR EBEESHAA

(=R =Ygkl

YN

— HIR A

— B A

Notes 2023 2022
B & 20234 2022 4F
(Unaudited) (Unaudited)
(REFERZ) (REEZEZ)

RMB'000 RMB'000

AREET T AREFIT

3 1,565,011 1,648,581
(1,146,722) (1,035,817)

418,289 512,764
(286,085) (197,169)

26,418 40,068
(27,021) (23,504)
(72,730) (66,606)
231 (398)
(1,054) (696)
(25,974) (10,037)
(10,729) (11,180)

21,345 243,242

(71) =

21,274 243,242

23,327 228,843

(2,053) 14,399

21,274 243,242

7

RMB0.003 RMB0.027
AR¥0.0037t AR¥0.0277C
RMB0.003 RMB0.027
AE¥0.0037t ARK0.027TC
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Interim Condensed Consolidated Statement of Comprehensive Income

SRR EEKRE

For the six months ended 30 June 2023 # % 2023 %6 4 30 H 1L~ 1 A

PROFIT FOR THE PERIOD

Other comprehensive income that
may not be reclassified to profit
or loss in subsequent periods:
Exchange differences on translation of

foreign operations

Net other comprehensive income that may not
be reclassified to profit or loss
in subsequent periods

Other comprehensive income/(loss) that
will not be reclassified to profit
or loss in subsequent periods:
Equity investments designated at fair value
through other comprehensive income:

Changes in fair value

Net other comprehensive income/(loss) that
will not be reclassified to profit

or loss in subsequent periods

OTHER COMPREHENSIVE INCOME/(LOSS)
FOR THE PERIOD, NET OF TAX

TOTAL COMPREHENSIVE INCOME FOR
THE PERIOD

Attributable to:
Owners of the parent

Non-controlling interests

B E R

ARE T ERNEREER I EE

BanEhEEkE

BB REHEN 5

ARE T ERNEREENDEE
B e E (b 2 U HEE

puj

Ry

18

HgBHEHOEE

m<5%

BERDFERA

Hip 2 EREHERIRE

ATEEH

ERERAEENOBE
%é!ﬁﬁﬁ”\]ﬁ{miﬁ
Wa (1R )F8

HaEfmEERE (BE)
HBRBIR

HRzHEREAE

ANEIBEAG -
(SYNCIE ZUN
IR

1R

E’\Jﬁﬁﬂiﬁuﬁlﬁ/ ER)

2023 2022

2023 F 20224
(Unaudited) (Unaudited)
(REHEX) (REEEZ)
RMB’000 RMB'000
AR¥T T AREEF T
21,274 243,242

— 93

— 93

1,000 (22,200)
1,000 (22,200)
1,000 (22,107)
22,274 221,135
24,327 206,736
(2,053) 14,399
22,274 221,135
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Interim Condensed Consolidated Statement of Financial Position

FHARE B A S BRI &

30 June 2023 2023 F 6 H 30 H

NON-CURRENT ASSETS
Property, plant and equipment
Right-of-use assets

Other intangible assets
Investments in associates
Biological assets

Other financial assets

Long-term receivables
Total non-current assets

CURRENT ASSETS

Inventories

Biological assets

Trade receivables

Prepayments, other receivables
and other assets

Other financial assets

Restricted bank deposits

Cash and bank balances
Total current assets

CURRENT LIABILITIES
Trade and bills payables
Other payables and accruals
Lease liabilities
Ultra-short-term loan

Interest-bearing bank borrowings

Total current liabilities

NET CURRENT LIABILITIES

TOTAL ASSETS LESS CURRENT LIABILITIES

FRBEE

E RN G
EREEE
Hib B A E
REEE QAR E
EMEE
Hiv 2 REE
KRB IA
FERBEERER
REBEE

L3

EMEE

B 2 IR

BN R - HAb R WEIA &

HibEE
Hitv & REE
R HIRITER
e RIRTTHRR

MENEEHRR

REBEE
EHRNRARENRE
His R MR E A
T R E 5

FHERTTER
mBA AR

REEE

W
s

&

REERRBEE

¢l

30 June 31 December
Notes 2023 2022
2023 F 2022 %
o= 68308 12 A31H
(Unaudited) (Audited)
(REER) =)
RMB’000 RMB'000
AR¥ET T AREFIT
8 1,716,794 1,703,982
584,715 554,068
10,323 9,145
22,797 34,352
9 3,100,848 3,052,124
58,000 57,000
1,433 2,036
5,494,910 5,412,707
440,090 880,650
57,310 66,327
10 282,834 276,856
127,278 102,048
230,000 459,000
114,950 199,867
1,023,790 490,177
2,276,252 2,474,925
11 1,265,337 1,476,138
289,244 296,179
13,669 2,586
— 100,000
900,582 795,610
2,468,832 2,670,513
(192,580) (195,588)
5,302,330 5,217,119
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Interim Condensed Consolidated Statement of Financial Position

HA 5 BA 4R S B iR R AR

30 June 2023 2023 F 6 H 30 H
30 June 31 December
Note 2023 2022
20235 2022 %
M EE 68308 12 A31H
(Unaudited) (Audited)
(REBEZ) =)
RMB'000 RMB'000
ARET T AREFIT
NON-CURRENT LIABILITIES ERBEE
Lease liabilities HEBaRE 20,200 10,797
Interest-bearing bank borrowings FTERITE R 1,102,079 94k, 640
Total non-current liabilities FRBRIERE 1,122,279 955,437
Net assets FEE 4,180,051 4,261,682
EQUITY =
Equity attributable to owners of the parent BATEE ARG ER
Share capital fi& s 12 69 69
Treasury shares held under the BRI B R 2 A B
share award scheme EFERG5 (40,804) (26,188)
Reserves [t 4,016,709 4,081,306
3,975,974 4,055,187
Non-controlling interests e 204,077 206,495
Total equity FER A 4,180,051 4,261,682
ZHANG Jiawang ZHANG Ping
RKAE RY¥
Director Director
EF EE
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Interim Condensed Consolidated Statement of Changes in Equity

FHEHESSREEEB R

For the six months ended 30 June 2023 # % 2023 % 6 A 30 H.1f ~1E A

Attributable to owners of the parent

BATEEARGE

Fair value
reserve of
financial
assets at fair
value through
Share Share other Exchange Non-

Share Treasury premium  Contributed option  comprehensive Reserve  fluctuation Retained controlling Total

Notes capital shares account surplus reserve income funds reserve profits interests equity
BATETA
A2 ENE
g&
st ke ERRf B B4Ry BREGRE  ATERR  BRES B REEA & FERRE  BEEE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB000
ARETR  ARMTR ARBTn ARMTR ARETR  ARMTR ARMTR  ARETR  ARETR  ARETR  ARETR  ARETR

At 1 January 2023 (aucited) RuE1A18(8ER) 6188 243970 03N 1525 (2160 62306 16617 W31 AOSSIST 206495 4261682
Profitfor the period il - - - - - - - - 23327 23327 (2,053) 2,274
Other comprehensive incorne BRED2ERE

for the period:
Changes in fair value of equity BATEA

investments at fair value through A2 ENER

other comprehensive income, BRRELTERY.

netoftax BHE - - - - - 1,000 - - - 1,000 - 1,000
Total comprehensive Bh2ENALE

income for the period - - - - - 1,000 - - 23307 2,327 (2,083) 2,214
Share purchase for the AR R E R

Share Award Scheme 13 = (30,574) = = = - = = = (30,574) = (30,574)
Share Award Scheme POESRES 13 - - - - 15,046 - - - - 15,04 - 15,066
Shares vested under RERD LB EHBRNRG

Share Award Scheme - 15,958 523 = (17,310) = = = = (829) - (829)
Dividends distribution RE AR - - (87,183) - - - - - - (87,183) - (87,183)
Dividends paid to non-controling ~ FIFERRBERAHRE.

shareholders - - - - - - = = = = (365) (365)
At 30 June 2023 (unaudited) RNBE6A30 B (REER) 69 (40,804)  2,348310° 490371 112,981 (21,162F 652,304 16,817 417,288 3975974 204,077 4,180,051

# These reserve accounts comprise the consolidated reserves of RMB4,016,709,000  # ZEREBERP BIEERLRE B RARER
(31 December 2022: RMB4,081,306,000) in the condensed consolidated statement of & B AR 4,016,709,0007C(2022F 12 A
financial position. 318 : AR¥ 4,081,306,0007T) °
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Interim Condensed Consolidated Statement of Changes in Equity

FHIFARSERES R

For the six months ended 30 June 2023 &% 2023 4 6 A 30 H 1F 7~ 181 5

Attributable to owners of the parent

BARRRAEL
Fair value
reserve of
financial
assets at
fair value
through
Share Share other Exchange Non-
Share Treasury premium - Contributed option  comprehensive Reserve fluctuation Retained controlling Total
Note capital shares account surplus reserve income funds reserve prafits Total inferests equity
BATEA
A2 ENs
liFd Be  ERRG ROEEE  E4RR  BRERE  ATERR BB BE  REEA CE R
RMBO00 RMBO00 RMBO00 RMBO00 RMBO00 RMBO00 RMBO00 RMBO00 RMB000 RMB000 RMB000 RMB000
NEBTT  ARBTT  ARBTT  ARBTR  ARETR  ARETR  ARETR  ARETR  ARETR  ARETR ARETR ARETR
At 1 January 2022 faudited) R00%1716(45E) 69 = 2434970 m 95,958 12038 408033 16316 nmn 3479833 20932 3889185
Profit for the period gt = = = - - - - - 28843 28843 14399 U304
Other comprehensive BREGRENE:
income for the period:
Changes n fai value of BATEHA
equiy investments at fair Eh2EhEN
value through other comprehensive. EXREATERS
income, et ofar bl = = = - - 22200 - - - 22200 - 22200
Eichange diffrences on ransation BB ERE LR
of foreign operatons EfZE = = = - - - - 93 - 9 - 3
Totel comprehensive SramhanE
income for the period = = - - - 22,200 S 9 108863 20673 14399 n113%
Share purchases for the BROREEEERN
Share Award Scheme 13 = (8981 S S S S S S S (8981 S (8981)
Share Avard Scheme RS 13 - - - 6362 - - - - 8562 - 8562
Transfer rom retaned profits ~~ EZEREEH = = = = = - 30 - (3309 - - -
At30 June 2022 (unaudited) RUREANARERS) # B9 200 oE 10 e sy 18U WI3Y 3R W 079
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Interim Condensed Consolidated Statement of Cash Flows

FHEHESSRERER

For the six months ended 30 June 2023 #Z 20234 6 A 30 H 1L~ 1E A

CASH FLOWS FROM OPERATING ACTIVITIES
Profit before tax:
Adjustments for:
Loss arising from changes in fair value
Interest income
Finance costs
Share of losses of associates
Gain on partial disposal of investment
in an associate
Depreciation of property, plant and equipment
Depreciation of right-of-use assets
Amortisation of other intangible assets
Loss on disposal of items of property,
plant and equipment
Provision for litigations and claims
Share award expenses
(Reversal)/impairment of financial
and contract assets

Foreign exchange gains, net

Decrease in inventories

Increase in biological assets - current

Increase in trade receivables

Increase in prepayments, other receivables
and other assets

Decrease in restricted bank deposits

Decrease in trade and bills payables

Decrease in other payables and accruals

Cash generated from operations
Interest received

Income tax paid

Net cash flows from operating activities

REZPABHRERE
EREL AT A :
HE
RN EEBELNER
FEHA
BB A
DA E N R B
By HER R E QR
wE WS
ME - BERRETE
EREEENE
Hith & B R

HEME - BEM&REREER

R RERE
P fn BRI R X

ERMEANEERER), RE

BINE g 25 5 B

FER LD
EMEERIN-RE

B 5 e WS IRIE N
FBAFRIA - EAb EUGRIE I
Hip&EEZ N

R HERITEFORD

B 5 BN R MR R R
H b fE {3008 MR & MR

REeELNRE
RE NS
EPEN

REZPAEREREFHR

2023 2022
2023 £ 202245
(Unaudited) (Unaudited)
(REEEZ) (REEEZ)
RMB’000 RMB'000
ARET T AREEF T
21,345 243,242
286,085 197,169
(17,081) (6,889)
25,974 10,037
10,729 11,180
— (25,741)
52,307 53,100
7,733 1,142
714 410

192 1,151

— 50
15,046 6,562
(231) 398
(929) (800)
401,884 491,011
440,180 330,679
(34,537) (43,922)
(5,978) (23,946)
(31,184) (29,107)
18,218 117,194
(210,801) (441,490)
(12,339) (9,713)
565,443 390,706
8,560 6,552
(71) (618)
573,932 396,640
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Interim Condensed Consolidated Statement of Cash Flows

THEEGERERER

For the six months ended 30 June 2023 # % 2023 %6 4 30 H 1L~ 1 A

CASH FLOWS FROM INVESTING ACTIVITIES
Interest received from other financial
assets-entrusted loans
Purchases of items of property,
plant and equipment
Additions to right-of-use assets
Additions to other intangible assets
Purchases of biological assets
Payments for breeding calves and heifers
Proceeds from disposal of biological assets
Proceeds from disposal of items of property,
plant and equipment
Proceeds from disposal of other intangible assets
Proceeds from disposal of a subsidiary
Payment for acquisition of a subsidiary
in prior period
(Increase)/Decrease in other financial
assets - entrusted loans
Proceeds from disposal of other financial assets
Dividends received from an associate
Partial disposal of investment in an associate

Net cash flows used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Dividends paid

Dividends paid to non-controlling shareholders
New bank loans and other borrowings
Repayment of a super short-term note
Repayment of bank loans and other borrowings
Principal portion of lease payments

Payment for purchase of ordinary shares
Interest paid

Net cash flows from financing activities

NET INCREASE IN CASH AND CASH EQUIVALENTS
Cash and cash equivalents at beginning of period
Effect of foreign exchange rate changes, net

CASH AND CASH EQUIVALENTS AT END OF PERIOD

BWEEDHERENE

RS BAEREIK
FlB— EREER
WEME - B REEAE

FIREREEE

g E A A B
BEEMEE

FRET RERT MK
HELEMEENMSHIA

HEME - BEMRBEB SRR

& B A B B ERFTSFR
& — KB R R TS 5 IR
Yeis — B A A

HtbemEECEm), md—
REER

HEE S B E ERN TSR
fe— M E QR B M ALE
WO HER —HBERRNKRE

REERSMARCREFHE

BMEETHASRERE
BT E

B RZEZE R IR IR T A AR B
BRI TE R R E AR
EBBEHES
EBRITERNEMER
HENFHEES IS
BE T ERAR
ERHE
BEFBAESREREFE

Re LReFEMILINFE
HYRERREFED
EXE BN EFE

HRREEMREEFEY

2023 2022
20235 2022
(Unaudited) (Unaudited)
(REER) (REEEZ)
RMB’'000 RMB'000
AR®T T ARET T
— 337
(91,169) (72,139)
(5,590) (22,058)
(2,004) (2,1006)

= (10)
(458,539) (387,533)
200,046 145,012
1,709 1,696

— 18

— 10,399

(5,000) —
(30,000) 72,000
265,084 —
825 =

— 30,065
(124,638) (224,319)
(87,183) —
(365) (51,300)
1,243,730 1,138,600
(100,000) S
(914,617) (934,388)
(14,211) (2,736)
(18,117) (17.212)
(25,847) (35,116)
83,390 97,848
532,684 270,169
490,177 531,835
929 894
1,023,790 802,898
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Notes to Interim Condensed Consolidated Financial Information

RIS B E R A

30 June 2023 20234 6 H 30 A

1.

BASIS OF PREPARATION

The interim condensed consolidated financial information for the six
months ended 30 June 2023 has been prepared in accordance with IAS
34 Interim Financial Reporting. The interim condensed consolidated
financial information does not include all the information and disclosures
required in the annual financial statements, and should be read in
conjunction with the Group's annual consolidated financial statements
for the year ended 31 December 2022.

GOING CONCERN BASIS

The Group had net current liabilities of RMB192,580,000 as at 30 June
2023 (31 December 2022: RMB195,588,000). In view of the net current
liabilities position, the board of directors has given careful consideration
to the future liquidity and performance of the Group and its available
sources of finance in assessing whether the Group will have sufficient
financial resources to continue as a going concern.

Having considered the unutilised banking credit facilities, an unused
credit facility of super short-term note and cash flow projections for
the twelve months ending 30 June 2024, the directors are satisfied that
the Group is able to meet in full its financial obligations as they fall due
for the foreseeable future. Accordingly, the directors have prepared the
interim condensed consolidated financial information on a going concern
basis.
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Notes to Interim Condensed Consolidated Financial Information

FHAR AR S B E R R

30 June 2023 20234 6 30 H

2. CHANGES IN ACCOUNTING POLICIESAND 2. € HENEENSE
DISCLOSURES 3]

The accounting policies adopted in the preparation of the interim PRt ANEARE 2 I E R EIRERMA AT
condensed consolidated financial information are consistent with el RASIEET R B 7 iR 5 22 R (T B
those applied in the preparation of the Group’'s annual consolidated PREFFEHREZER] ) HN - MRE A HfG BA
financial statements for the year ended 31 December 2022, except for RAEMBENEAN ST BRREFER
the adoption of the following new and revised International Financial AEBEZE2022F12A31HIEFE
Reporting Standards ("IFRSs”) for the first time for the current period's HFEHFREMBMAMEAE B -

financial information.

IFRS 17 Insurance Contracts PR S N A=)
HERFEN17R
Amendments to IFRS 17 /nsurance Contracts BB 53R SR RS 4
FE17HRIER]
Amendment to IFRS 17 Initial Application of IFRS 17 and R EER] L EHE
IFRS 9 — Comparative Information F17 REEET IR ER)
17 9 R BB
B BB &
ERIE 95—
HEREH
Amendments to Disclosure of Accounting Policies Bt 2R RESFE
IAS 1 and IFRS 51 5% K B
Practice Statement 2 B & 42 Al
BEBmE
% 25RAERET
Amendments to IAS 8  Definition of Accounting Estimates et R A 1AE B ESE
F8RANSET
Amendments to IAS 12 Deferred Tax related to Assets and Bl il HE—XGEFE
Liabilities arising from a Single Transaction F125HERT HEEREE
Vizleped it
BE
Amendments to IAS 12 International Tax Reform — Pillar Bl =g el ERR
Two Model Rules 125k IER] HE -

ZOERIR
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Notes to Interim Condensed Consolidated Financial Information

PR RAGES MK E R

30 June 2023 20234 6 H 30 H

2. CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (continued)

The nature and impact of the new and revised IFRSs that are applicable

2. SR RIBEENSE
e

ERANAREBEFHET REETTERM

to the Group are described below: TEREERM S R BN T

(a) Amendments to IAS 1 require entities to disclose their material (a) BEIBREFEAFE1ROETEK
accounting policy information rather than their significant ERBRRREEEGTRERE
accounting policies. Accounting policy information is material if, B MIEBZERSETBR - W
when considered together with other information included in an HRERBYBHREANEMER—
entity's financial statements, it can reasonably be expected to HEE  SHBREBETUEE
influence decisions that the primary users of general purpose EHerERANBRENETE
financial statements make on the basis of those financial FARAEREZSVBWEMED
statements. Amendments to IFRS Practice Statement 2 provide BRE - AIZ e BUREEBE
non-mandatory guidance on how to apply the concept of materiality o BRI ERELENES RS
to accounting policy disclosures. The Group has applied the F2HRMERT OB EZ
amendments since 1 January 2023. The amendments did not SEANESFTECR I ERIRMIER
have any impact on the Group's interim condensed consolidated IS - A& E B 202341
financial information but are expected to affect the accounting A1 ARRBERZEER - Z
policy disclosures in the Group's annual consolidated financial FEFTHALE BN HBRES
statements. BRI B E - BTEH

SRBAEEFEESMB®RE
FRISETBEREE o
(b) Amendments to IAS 8 clarify the distinction between changes (b) BB ERIFESHMIEEIES

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 Group has applied
the amendments to changes in accounting policies and changes in
accounting estimates that occur on or after 1 January 2023. Since
the Group's policy of determining accounting estimates aligns with
the amendments, the amendments did not have any impact on the
financial position or performance of the Group.
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Notes to Interim Condensed Consolidated Financial Information

FHAR AR S B E R R

2. CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (continued)

The nature and impact of the new revised IFRSs are described below:

(continued)

Amendments to |IAS 12 Deferred Tax related to Assets and
Liabilities arising from a Single Transaction narrow the scope of
the initial recognition exception in IAS 12 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 (provided that sufficient taxable profit is available) 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 that occurred on or after 1 January
2022, if any.

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. The
amendments are not expected to have any significant impact on
the Group's financial statements.

30 June 2023 20234 6 30 H

2. EFfBRERBENE

B e

ERANAREBEFHET REETTERM
BREENNEE RFEFHAMNT
(&)

(c) BIERSFEREI125RHEE -
SELNEEREBEHBE
EFHEEFT R ER g5t £ 8
F12RE B RERFINMER
WEE - FEAHEARESNE
A 8 FE SR TR R AT HR B s = £ Y
e At BRBARZERS
EENYRMEERRAELERE
BEMAERRZERNE) RE
ETIBE R ° ZIBEFT B 2023F 1
A1 Bz B RGBS E RS
MAER - WEAREIZELEER
MESEAEREERSEAN
R RARFATENZBEE
RIRB RN S H A2 & EA
EBREAEE o JLoh - ZIEFTTE
BE AN 2022F 1 A1 Az 2 1&
BENKRBEEREERBUING
X (WAH) -

R B R BV R R I SME
o WEEAEBEGERZN
ERZENELERBEENEL
HRRE - BHZFET Y

AEENPBHRREEEMNEKN

S/ 488
= °
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Notes to Interim Condensed Consolidated Financial Information

PR RAGES MK E R

30 June 2023 20234 6 H 30 H

2. CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (continued)

(d)

Amendments to IAS 12 International Tax Reform - Pillar Two
Model Rules introduce a mandatory temporary exception from
the recognition and disclosure of deferred taxes arising from
the implementation of the Pillar Two model rules published by
the Organisation for Economic Co-operation and Development
The amendments also introduce disclosure requirements for
the affected entities to help users of the financial statements
better understand the entities’ exposure to Pillar Two income
taxes including the disclosure of current tax related to Pillar Two
income taxes separately in the periods when Pillar Two legislation
is effective and the disclosure of known or reasonably estimable
information of their exposure to Pillar Two income taxes in periods
in which the legislation is enacted or substantively enacted but
not yet in effect. Entities are required to disclose the information
relating to their exposure to Pillar two income taxes in annual
periods beginning on or after 1 January 2023, but are not required
to disclose such information for any interim periods ending on or
before 31 December 2023. Since the Group did not fall within the
scope of the Pillar Two model rules, the amendments did not have
any impact to the Group.
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Notes to Interim Condensed Consolidated Financial Information

FHAR AR S B E R R

30 June 2023 20234 6 30 H

3. REVENUE 3. SHEWA
An analysis of revenue is as follows: SHEWADTHOT ¢

For the six months ended 30 June

BZE6H308LENER

2023 2022

2023 F 2022 %
RMB’'000 RMB'000
AREET T AREFT
(Unaudited) (Unaudited)
(REEEX) (RE&E=Z)

Revenue from contracts with customers KEZEFPALHHEERA 1,565,011 1,548,581
DISAGGREGATED REVENUE INFORMATION FOR REVENUE FROM REEFEFEHNNHEEKRAZEE
CONTRACTS WITH CUSTOMERS Y A & LR 41

For the six months ended 30 June

BZE6H30HLNER

2023 2022

2023 F 2022
RMB’000 RMB'000
ARET T ARETT
(Unaudited) (Unaudited)
(REHEZ) (RigEZ)

Type of goods or services E RS RIEER

Sale of goods $HE 7 o 1,565,011 1,548,581
Geographical market HEmS

Mainland China B A3, 1,565,011 1,648,581
Timing of revenue recognition PN

At a point in time RE—EREE 1,565,011 1,548,581

INTERIM REPORT A Hi$R 4 2023 49



Notes to Interim Condensed Consolidated Financial Information

PR RAGES MK E R

30 June 2023 20234 6 H 30 H

4. PROFIT BEFORE TAX

The Group's profit before tax is arrived at after charging/(crediting):

4. BR¥LATEF

AT RIRRGH

A& B MR B ADE MR GEA)

For the six months ended 30 June

HZE6HA30HLNEAR

2023 2022

2023 F 20226

RMB’000 RMB'000

ARET T ARETF T

(Unaudited) (Unaudited)

(REHEZX) (REgEZ)

Cost of inventories sold EEFERA 1,146,722 1,035,817

Loss arising from changes in fair value N EZEBEENEISR 286,085 197,169

Depreciation of items of property, WE BEMREBHEBITE

plant and equipment 52,307 53,100

Depreciation of right-of-use assets FREEENE 7,733 1,142

Amortisation of other intangible assets Hofh i & A 8 714 410

Research and development costs 2R AN 3,914 3,149
Minimum lease payments under KEHER THREHEERNK

operating leases 7,668 8,338

Auditor's remuneration 1% S5 R 55 B 480 480
(Reversal)/impairment of financial and CRERANEEBD),RE

contract assets (231) 398

5. BB

For the six months ended 30 June

HZE6HA30HLNER

5. INCOME TAX EXPENSE

2023 2022

2023 F 2022

RMB’000 RMB'000

ARET T AREEF T

(Unaudited) (Unaudited)

(REHEZ) (REEHE=Z)

Current - the PRC BVER — R Y 71 -
Total tax expense for the period HATRIER Y 85 71 —
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6.

Notes to Interim Condensed Consolidated Financial Information

MBS S

DIVIDENDS

6.

B 7% BRI

30 June 2023 20234 6 30 H

=)

For the six months ended 30 June

HZE6HA30HLNER

2023 2022
2023 F 2022
RMB'000 RMB'000
ARET T ARETF T

Dividend for ordinary shareholders in 2022
REIE B

final of the Company recognised as
distribution during the period:

HK$1.13 cents per share R 113781

ﬁ$%ﬁ%ﬁ&$ﬂﬁmn$
R SR AR B, -

87,183 =

A final dividend in respect of the year ended 31 December 2022 of
HK$1.13 cents (equivalent to RMB0.99 cents) per share was proposed
pursuant to a resolution passed by the Board on 28 March 2023 and
was approved at the annual general meeting of the Company on 15 June
2023.

The Board did not recommend the payment of interim dividend for the six
months ended 30 June 2023 (30 June 2022: Nil).

EARNINGS PER SHARE ATTRIBUTABLE
TO ORDINARY EQUITY HOLDERS OF THE
PARENT

The calculation of the basic earnings per share amount is based on the
profit for the period attributable to ordinary equity holders of the parent,
and the weighted average number of ordinary shares of 8,305,107,000
(2022: 8,380,577,000) in issue during the period.

The calculation of the diluted earnings per share amount is based on the
profit for the period attributable to ordinary equity holders of the parent.
The weighted average number of ordinary shares used in the calculation
is the number of ordinary shares of 8,305,107,000 (2022: 8,380,577,000)
in issue during the period. There has no dilutive impact on potential
ordinary shares.

RIFZEEGMN 202343 A28 HEBEAN
REBR BEEZE2022912 A 31
HIEFEIRERBARE TR 11351
(HERARB0999) » ZRBED
7 20234F 6 A 15 BEARRIRRESE
Ag LEBHE -

EEe TEEMEE2023F6A30H
1718 AR A 5 BRI B(2022F 6 A
308 : &) -

SARERERERR
BAEEEREAR

BREAREFTIRESD QR L ERE
HEEARGHRNENRBAANE T
T @R Y hnAE 9 A% $28,305,107,000
f% (2022 4 : 8,380,577,000 f% )5+ &

Hﬁ%%ﬁﬁﬂﬁ*ﬂ“‘"‘ EiBAE
SR A ARGHMAENGTE - st EF

ﬁﬁﬁsﬂﬂﬁ‘%%m&?iﬁ%%$ﬁﬂe

1T E B A% 8B 8,305,107,000 fi%

(2022¢ © 8,380,577,0000%) « #EHE
AR EEE A
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Notes to Interim Condensed Consolidated Financial Information

PR RAGES MK E R

30 June 2023 20234 6 H 30 H

7. EARNINGS PER SHARE ATTRIBUTABLE 7. BAEIEERERE

TO ORDINARY EQUITY HOLDERS OF THE BEABLEBRERN =

PARENT (continued)

The calculations of basic and diluted earnings per share are based on: FRRE AR R #E R R TR AT 8%
ETE

For the six months ended 30 June

BZE6H3081ENER

2023 2022

2023 F 2022 %
RMB’'000 RMB'000
AREET T AREFT
(Unaudited) (Unaudited)
(REEX) (RE&E=Z)

Earnings pl
Profit attributable to ordinary equity SFBERE AR L BRER
holders of the parent BB ANZ A 23,327 228,843
Number of shares
B E
For the six months ended 30 June
BZ6H30HIEAER
2023 2022
2023 F 2022
(Unaudited) (Unaudited)
(REEX) (REEEZ)
Shares f&fn

R 7R 2 A1) B 3 B

in issue during the reporting period used in NEBEITEBRAINETFHE
the basic earnings per share calculation 8,305,107,000 8,380,577,000

Weighted average number of ordinary shares AR E+E &A% ES 2 7| 8 3R & 27

in issue during the reporting period used in WNE BT EBRA I 192
the diluted earnings per share calculation 8,305,107,000 8,380,577,000

Weighted average number of ordinary shares ~ FR:TE &
17
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8.

Notes to Interim Condensed Consolidated Financial Information

FHAR AR S B E R R

PROPERTY, PLANT AND EQUIPMENT

During the six months ended 30 June 2023, the Group acquired assets at
a cost of RMB98,710,000 (30 June 2022: RMB61,142,000).

Assets with a net book value of RMB1,901,000 were disposed of by
the Group during the six months ended 30 June 2023 (30 June 2022:
RMB2,849,000), resulting in a net loss on disposal of RMB192,000 (30
June 2022: RMB1,153,000).

During the six months ended 30 June 2023, no impairment loss (30 June
2022:Nil) was recognised for certain property, plant and equipment.
There was no recoverable amount which has been determined at the
level of the cash-generating unit based on a value-in-use calculation
using cash flow projections.

BIOLOGICAL ASSETS

The biological assets of the Group are dairy cows held to produce raw
milk and cows held for sale. Dairy cows held to produce raw milk are
categorised as bearer biological assets and cows held for sale are
categorised as consumable biological assets.

(A) QUANTITY OF BIOLOGICAL ASSETS

The Group's biological assets include heifers and calves, milkable
cows and beef cattle. Heifers and calves are dairy cows that have
not had their first calves. The Group's beef cattle are raised for
sale.

8.

R EHE
B - L RAE

Milkable cows
Heifers, calves and beef cattle

30 June 2023 20234 6 30 H

W% - BERRE

HE2023F6A30B I NEA K
EEARK98,710,0007T(20224F 6
A308 : AR®61,142,0007T) &9
RKHEEE -

HZE2023F 6 A30BIENEA &
B EREFEAARK 1,901,000
JL ) & E(2022F 6308 AR
®2,849,0007T) - EERMEEFERE
B AR #1920007T(2022% 6 A 30
B : AR¥1,1530005T) °

HZE2023F 6 A3081ENEA - #E
M- BB KRR EREEE(2022
F6A30A: MIEER - AE S
BAT DREBEFERRSREEAIG
HNERAEBEREERRESELEN
BEEE o

EMEE

AEENENEERFEEERMY
MNFRFELHENT - HIELEER
BN RO BRAEELEENE
B MBFELENTRDBERHERE

(A) S£YEEH=E

AEENENEERBEERTR
B4 BT RAS - BRFR
BEAREBBETONT - A%
FRAENTIEHERR

30 June 31 December
2023 2022

2023 20224
6A30H 12A31H
Head Head

58 SH
(Unaudited) (Audited)
(REEZ) (EZ)
63,158 64,355
76,739 71,989
139,897 136,344
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Notes to Interim Condensed Consolidated Financial Information

PR RAGES MK E R

30 June 2023 20234 6 H 30 H

9. BIOLOGICAL ASSETS (continued)
(B) VALUES OF BIOLOGICAL ASSETS

The amounts of the Group's biological assets are as follows:

9. £MEE
(B) £MEEEE

Milkable cows KA
Heifers, calves and beef cattle BESF - BFRAY

REBNWENMEESRENT ¢
30 June 31 December
2023 2022
2023 F 2022 4F
6H30H 12H31H
RMB’000 RMB'000
ARET T AREEF T
(Unaudited) (Audited)
(REEXR) (&%)
1,971,243 1,993,986
1,186,915 1,124,465
3,158,158 3,118,451

The fair value of the Group's biological assets in the PRC were
independently valued by Jones Lang LaSalle Corporate Appraisal
and Advisory Limited ("JLL"), a firm of independent professionally
qualified valuers not connected with the Group, which has appropriate
qualifications and recent experience in the valuation of biological assets.

The valuation techniques and principal valuation assumptions used in the
determination of the fair values of dairy cows and cows held for sale are
consistent with those set out in the Group’'s 2022 annual report.

10. TRADE RECEIVABLES

An ageing analysis of the trade receivables as at the end of the reporting
period, based on the invoice date, is as follows:

AEEEFBENEMEERFEIIH
HEBTEEIERBTABRAA
(M EEET ) IBILRF - TP ERTT
DREAEEYEBYAEBELSER
BEVMGE BAEEENEBRLRAE
EEMEETEABMTIER -

BEDNFREENF A FEMANG
BEER T ERERREAEE 2022
FERAEE K -

10. 2 5 BRI

RIS RN E SR OB RS EA
BB AT -

Within 3 months 3E A A
4 to 6 months LE6EA
7 months to 1 year TEAETF

30 June 31 December
2023 2022

2023 F 2022 4F
6H30H 12H31H
RMB’'000 RMB'000
ARET T ARETT
(Unaudited) (Audited)
(RE&2E=) (feEZ)
282,208 276,639
213 217

413 S
282,834 276,856
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Notes to Interim Condensed Consolidated Financial Information
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30 June 2023 20234 6 30 H

MNEZESREREN
=i

REEEFENRIENMENEFRE
SEHOKRERDTOT

11.TRADE AND BILLS PAYABLES

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

30 June 31 December
2023 2022
2023 F 2022 %
6A30H 12 A31H
RMB'000 RMB'000
ARET T ARETTT
(Unaudited) (Audited)
(REERZ) (fEZ)
1 to 3 months 1Z231EA 582,489 962,344
4 to 6 months LEG6EA 612,000 471105
7 to 12 months 7E212{@A8 59,354 26,049
1to 2 years 1824 6,351 16,640
2 to 3 years 2E3F 5,143 —
1,265,337 1.476,138
12. SHARE CAPITAL 12. [ 7
SHARES iz 19
30 June 31 December
2023 2022
2023 F 2022
6A30H 12 A31H
RMB’000 RMB'000
AREET T AREFT
(Unaudited) (Audited)
(REER) (e EZ)
Authorised: SARE ¢
30,000,000,000 ordinary shares of 30,000,000,000 &R EE
HK$0.00001 each (2022: 30,000,000,000 0.00001 BT Ay E @ AX
ordinary shares of HK$0.00001 each) (20224 : 30,000,000,000 %
SR E{E 0.00001 BT
Timi) 236 236
Issued and fully paid: BEITRAE
8,381,295,229 (2022: 8,381,295,229) 8,381,295,229 J% (2022 & :
ordinary shares 8,381,295,229 i% ) @M% 69 69
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13.SHARE AWARD SCHEME 13. B2 7 22 B 5T 2

On 19 April 2022 (the "Adoption Date” and the “Grant Day "), the
Company adopted a long-term share award scheme (the "Share Award
Scheme”), which shall remain effective for ten years, to recognize the
contributions by certain employees of the Group and to provide them with
incentives in order to: (i) improve the corporate governance structure
to achieve sustainable development of the Company; (ii) attract, retain
and motivate outstanding talents and build a common interest among
shareholders, the Company and employees; (iii) fully motivate the core
employees and continue to stimulate high-quality growth of the team
performance; and (iv) attract external talents for the Company. The
board of directors had approved the grant of share awards under the
Share Award Scheme in three batches in 2022, 2023 and 2024, with
each batch amounting to RMB35,000,000, respectively, which would
vest 50% in the first anniversary of the grant date and remaining 50% in
the secondary anniversary of the grant date provided that certain non-
market performance and service conditions are met. Upon acceptance of
the Share Award Scheme, the grantee shall pay Nil to the Company as a

consideration for the grant.

Subject to any early termination as may be determined pursuant to the
rules of the Share Award Scheme (the “"Scheme Rules”), the Share Award
Scheme shall be effective from the Adoption Date and shall remain in
full force and effect for a period of ten years from the Adoption Date.
Pursuant to the Share Award Scheme, the shares under the Share Award
Scheme will comprise existing shares of the Company purchased or to be
purchased by the trustee (the "Trustee”, a professional and independent
trustee appointed by the Company to assist with the administration of the
Share Award Scheme) on the open market. The Share Award Scheme
shall be subject to the administration of authorised representatives
authorised by the Board and the Trustee in accordance with the Scheme

Rules.

The board of directors granted the first batch of award shares of
RMB35,000,000 to 60 selected participants (equivalent to a total of
95,246,531 shares granted by the Company to a total of 59 middle and
senior management personnel of the Group on the Grant Day | and
13,695,580 shares to Mr. ZHANG Jiawang on 30 November 2022) under
the Share Award Scheme.
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mHEFE: (IWFoABZLEIE
B FEIREFXENSES
B LRV ARARRSIINEEA
T o ZERGOHERBRG ZEE S
M 20224 ~ 20234 KR 2024F 5 =8t
BETRORE  SHESEHINAAR
# 35,000,000 - ERFEH TIHEMES
FEERRBIEERNBERT - 50% T
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13.SHARE AWARD SCHEME (continued)

The board of directors granted the second batch of award shares of
RMB35,000,000 to 67 selected participants (equivalent to a total of
87,388,000 shares granted by the Company to a total of 66 middle and
senior management personnel of the Group and 12,566,000 shares to Mr.
ZHANG Jiawang) on 21 April 2023 under the Share Award Scheme.

The following table discloses the number of shares of the Company
granted to selected participants of the Share Award Scheme during the

reporting period:

30 June 2023 20234 6 30 H

13. R B8 =)

BIRR D BT S - EFEEMN2023F
LA2IEMTBEERDEERTEHE
HERS 19 82 B) A =¥ 35,000,000 ST (FBE
RARRAALEELEZTREEEA
8% F 4L 5+ 87,388,000 A © AR
KEL R AR T 12,566,000 BH&n)

THREBREHAR T AR £
B8R E2RENRMDEA

Outstanding

Outstanding

as at Forfeited Vested as at
1 January during during 30 June
2023 the period the period the period 2023
R 2023F 20235
1A1R8 A il 6 A30H
W ARITE 3 ERE BMoEXRE

Share Award Scheme Bz 52 By 5t &l
First batch £—#t 108,942,111 —  (1,164,855) (53,889,012) 53,888,244
Second batch ESbiig — 99,954,000 = — 99,954,000
108,942,111 99,954,000  (1,164,855) (53,889,012) 153,842,244

A total of 90,343,000 ordinary shares of the Company were purchased
from open market by the Trustee at a total consideration of approximately
HK$33,291,000 (equivalent to approximately RMB30,574,000) during the
six months ended 30 June 2023.

The Group recognised a share award expense of RMB15,046,000 (for the
six months ended 30 June 2022: RMB6,562,000) in respect of the Share
Award Scheme during the reporting period. A total number of 53,889,000
shares of first batch Share Award Scheme were vested during the six
months ended 30 June 2023.

HE2023F6A30HIEREA - 25T
ARERAFTISEARRD B L BT
90,343,000 % - #8849 /333,291,000
BT (FRERLHARE 30,574,0007T) °

WMEBRA - NEERRDRE R S
R 0 SZENF S A AR 15,046,000
TT(E 20226 A30H 1EXEA :
AR #6,562,0007T ) ° B £20234F 6
A30B1EREA - E— B D SRR
B35 53,889,000 RN ERE ©
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30 June 2023 20234 6 H 30 H

14. CONTINGENT LIABILITIES 14.FHEEE

(a)  During the six months ended 30 June 2023, the Group provided (a) EZ=2023F6A30HIEA -
guarantees to banks in respect of the bank loans of Bayannur AEEABRE SR MENRS TR
Shengmu High-tech Ecological Forage Co., Ltd (B Z 2 RMEH S FREBEFRAARIMNIRITER
BlAse B 2 H R /A 5]) amounting to RMB112,924,000(31 December MIBITIRBER  2BAARE
2022: RMB142,863,000). 112,924,0007C(20224 12 A 31

B AR¥142,863,0007T) °

(b)  On the civil judgement of the Inner Mongolia High People's Court (b)) BEASTHERARETHAR
in relation to a claim against Inner Mongolia Shengmu High-tech AEE2EMNBRARARHE
Farming Co., Ltd. (R & BB EEHAE BB A F]) ("Inner Mongolia HeaRBEBRARTARH
Shengmu”), an indirect wholly-owned subsidiary of the Company, EHDERAEEEERER
and former directors of the Group, as of 30 June 2023, the Group WMEREHR BEREEZER
made a provision with an amount of RMB84,961,000 for the % BE2023F6A308 K%
probable losses (31 December 2022: RMB84,961,000) after taking ERAREEREAREBAR
into account the legal advice. The civil judgement of the instance #584,961,0007C(2022F 12 A
has not been issued by the reporting date. The Group does not 318 : AR®B84,961,0007T) °
include any pending lawsuits in the contingent liabilities disclosed if HERERD  ZXZNRBHRE
the probability of loss is remote or the claim amount is insignificant MR T EE o (WESIBAYA] BEER /N
to the Group. HERECERAEEMS MR

B AEEDgEEAARRFA
FFAEEE -
15. COMMITMENTS 15.7&4E

The Group had the following capital commitments at the end of the

reporting period:

REBERHRERROBERAFELWT

30 June 31 December
2023 2022
2023 F 2022
6H30H 12H31H
RMB’'000 RMB'000
ARBT T ARBT T
(Unaudited) (Audited)
(REEX) (reE%)
Contracted, but not provided for: EHEEEES L
Land and buildings i R 86,865 4,980
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30 June 2023 20234 6 30 H

16. RELATED PARTY TRANSACTIONS

(a)  In addition to the transactions detailed elsewhere in this financial
information, the Group had the following transactions with related

parties during the period:

16. B A RS

(@) FRENAMBEEREME D Fat
MR Z AN - ARG B B A SRR B

TETINRS :

For the six months ended 30 June
BHZ6H30HIEAER

2023
2023 F
RMB'000

ARET T
(Unaudited)
(REEX)

Associates:
Sales of goods

Affiliates of a substantial shareholder:

Sales of goods
Purchases of raw materials

S AT -

HE B

ITERABELE

5 & 7 an
BERME

39,130

1,491,805
106,543

2022
2022 F
RMB'000
ARETTT
(Unaudited)
(REsEZ)

30,927

1,416,360
46,844

(b)  Compensation of key management personnel of the Group:

(b) AEETXEEIRABNRH

For the six months ended 30 June

HE6A30RLE~AER

Short-term employee benefits

Pension scheme contributions

RHEEREA

RIS EIHR

2023 2022
20234 2022 FF
RMB’'000 RMB'000
AR%T 7 NSRS
(Unaudited) (Unaudited)
(REFERZ) (REEEZ)
4,527 4,565

123 101

4,650 4,666
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30 June 2023 20234 6 H 30 H

16.RELATED PARTY TRANSACTIONS (continved) 16.EEE X F )

(c) Outstanding balances with related parties (c) B TR KREELES

30 June 31 December
2023 2022
2023 2022 %F
6H30H 12A31H
RMB’'000 RMB'000
ARBT T ARET T
(Unaudited) (Audited)
(REEZ) (12 %)
Amounts owed by TANTIEE BBt N alRE
associates included in: ok R
Trade receivables B H WA 7,356 7,315

Affiliates of substantial shareholders: £ EX HBLE A A

Trade receivables B Z W RIA 266,862 251,517
Trade payables B 5 FIA (4,746) (742)
Prepayments, deposits and FERZRE - ek

other receivable H A e RIR 31,268 31,268
Other payables and accruals HmEpIERERER (28,940) (28,940)
These balances with related parties are unsecured, interest-free ZEHEAM TSR EERR - 5
and have no fixed terms of repayment. Trade receivables and trade SHEETERY HEBAITNES
payables with related parties have credit terms similar to those FEJW RIBRE SENFIBEAE=F
offered by/to third parties. R RERE=ANREEEUD

ERIER -
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17.FAIR VALUE AND FAIR VALUE HIERARCHY

OF FINANCIAL INSTRUMENTS

The carrying amounts and fair values of the Group's financial
instruments, other than those with carrying amounts that reasonably

30 June 2023 20234 6 30 H

17.€@MTENAFEER

DNFESH

rEEERTAGREERATFERRE
HEERINREERAFERAT

approximate to fair values, are as follows:

Carrying amounts Fair values
fREE AFE

30 June 31 December 30 June 31 December
2023 2022 2023 2022
2023 F 2022 F 20235 20224
6H30H 12A31H 6H30H 12A31R
RMB'000 RMB'000 RMB'000 RMB'000
ARBTR AR%TT ENGLEPPN: 5w
(Unaudited) (Audited) (Unaudited) (Audited)

(RBER) (EER)

(REEZ) (EEZ)

Financial assets SREE
Long-term receivables REEMOR 1,433 2,036 1,402 2,000
Financial liabilities SHREE
Interest-bearing bank borrowings HEBRITER 2,002,661 1,740,250 1,947,380 1,686,126

Management has assessed that the fair values of cash and cash
equivalents, pledged deposits, trade receivables, trade and bills payables,
financial assets included in prepayments, other receivables and other
assets, and financial liabilities included in other payables and accruals
approximate to their carrying amounts largely due to the short-term
maturities of these instruments.

The fair values of the financial assets and liabilities are determined at
the amount at which the instrument could be exchanged in a current
transaction between willing parties, other than in a forced or liquidation
sale.

The following methods and assumptions were used to estimate the fair

values:

The fair values of the non-current portion of long-term receivables
and the interest-bearing bank borrowings have been calculated by
discounting the expected future cash flows using rates currently
available for instruments with similar terms, credit risk and remaining

maturities.

EREDHG RehBReFEY -
EEREX  EHRUKE - BHE
MRERENZE - SFABMFR
HEWRBEREMEENSRMEE
WA Ko 5 A E At A RIE K FRER B A Y
TREENRAFERAEREEMES
TEANRETATIREHAIE -

TREERABNAFERENRS
TESTEMETIARBNSRE
E o REISEE L BRI o

AT IERBRARGE D FE :

R UGRIE R IE R B BR ) A AT B
RITERAN A FETIERAELUER -
FEERBRLGTAMHAMNTARKA
BEEOMNEIRBHRRARREN
IR E -
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17.FAIR VALUE AND FAIR VALUE HIERARCHY 17. €@ TEAENAFERK

OF FINANCIAL INSTRUMENTS (continved) NP EFR@)
Below is a summary of significant unobservable inputs to the valuation of AT A RR2023F 6 A30H K&20224F
financial instruments together with a quantitative sensitivity analysis as 1283 BRI EGENEKRTA]
at 30 June 2023 and 31 December 2022: B \BBER2EREEHRED
ik
Valuation Significant Sensitivity of fair
technique unobservable input Range value to the input
BARRAHEE DN EHBEA
HERE WA BE HENBRE
Other financial assets, Future cash flow  Expected yield 1.39% t0 4.61% 10% (31 December 2022: 10%)
short-term investment method (31 December increase (decrease) in expected
deposits 2022:2.85% yield would result in increase
t03.17%) (decrease) in fair value by
RMB106,000 (31 December 2022:
RMB54,000)
Hih o REE - ARRERE TR HA Y e 139% F4.61% TEHAWEEIZMORL) 10% (2022
RHREER (2022 F12A318:10%) # EH A
12A318:  FEZMOKD) AR 106,000

2.85% to 3.17%)

Unlisted investment, Market approach  Discount for lack 30%
at fair value through of marketability (31 December
other comprehensive ("DLOM") 2022:30%)
income

FETHRE  BHATE WHE EIHIRITE 30%
ST AE M 2 HE (TESHERHTE ) (2022%F

12H318 :
30%)

(2022 12A31H: AR %
54,000 7T)

10% (31 December 2022: 10%)
increase/decrease in DLOM would
result in decrease/increase in
fair value by RMB2,000,000 (31
December 2022: RMB2,000,000)
ESHREATERG 0, 10% (2022
F12A318 1 10%) BEHQF
ER 4 /1 A R # 2,000,000
(2022512 A31H: AR
2,000,000 7T)
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17.FAIR VALUE AND FAIR VALUE HIERARCHY 17. €@ TEAENAFERK

OF FINANCIAL INSTRUMENTS (continvea) AFEEH =

FAIR VALUE HIERARCHY NEEEZER

The following tables illustrate the fair value measurement hierarchy of TERAPAEENESRITANAFEE
the Group's financial instruments: ATEEH

Assets measured at fair value: BAFEFENEE

Fair value measurement using
significant unobservable inputs (Level 3)

FRAERTTERE AZEN
AFEFE(E=R)
30 June 31 December
2023 2022
2023 F 20224
6H30H 12A31H
RMB’'000 RMB'000
AR®T T AREF T
(Unaudited) (Audited)
(REEEXR) (& Z)
Other financial assets, HEthemEE BHKRERFN
short-term investment deposits 200,000 459,000
Unlisted investment, at fair value FELEMRE - BRAFEFTA
through other comprehensive income HE 2wz 58,000 57,000
258,000 516,000
The movements in fair value measurements within Level 3 during the A F=ZHAFEFEEH0T ¢

period are as follows:

2023 2022

2023 F 2022
RMB’'000 RMB'000
ARET T ARETT
(Unaudited) (Unaudited)
(REER) (R EZ)

Unlisted investment, at fair value through JELEMIRE - BAFEETA

other comprehensive income HEmemEkas
At 1 January RN1A1H 57,000 91,200
Total gains/(losses) recognised in other HEh 2B EREN

comprehensive income I,/ (BB s 1,000 (22,200
At 30 June 6 A30H8 58,000 69,000
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17.FAIR VALUE AND FAIR VALUE HIERARCHY
OF FINANCIAL INSTRUMENTS (continuea)

FAIR VALUE HIERARCHY (continued)

Liabilities measured at fair value:

17.$MITANDTER
ANFEEHRK®
AFEBR(E)
BATENENEE

Fair value measurement using
significant observable inputs (Level 2)

I ERE K

Financial guarantee contracts

FERAEXRTHREAZIEN

AFEHE(E=R)
30 June 31 December
2023 2022
2023 2022 F
6H30H 12A31H
RMB’000 RMB'000
ARBT T AREBTFT
(Unaudited) (Audited)
(RE&ER) (182 %)
847 2,216
847 2,216

During the period, there were no transfers of fair value measurements
between Level 1 and Level 2 and no transfers into or out of Level 3 for
financial liabilities (six months ended 30 June 2022: Nil).

APPROVAL OF THE INTERIM FINANCIAL
INFORMATION

The unaudited interim condensed consolidated financial information was

18.

approved and authorised for issue by the board of directors on 30 August
2023.
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18. 51t E R R I & R

AREBECTHEAREYBHEHRR
2023 8 A0 AREESHIER TR
g -
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