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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 130,000 cows and a daily production
capacity of approximately 1,869 tonnes of fresh milk, of which 20 are certified organic farms and
3 are DHA farms. 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

for the “Sustainable Production and Consumption” category. The Company is also the first

with its raw milk brand in Mainland China that has obtained dual certifications of organic
standards domestically and in the EU as well.
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Highlights
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(All amounts are in Renminbi (“RMB”),

RMB’000 unless otherwise stated)
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For the six-month period ended 30 June
0060300000000

2022 2021 Movements

20220 20210 oo
(Unaudited) (Unaudited)
ooooon oooooao

Operating income® googw 1,600,623 1,499,620 +6.7%
Revenue ooono 1,548,581 1,446,189 +7.1%
Gross profit oo 512,764 547,290 -6.3%
Profit for the period goooao 243,242 271,471 -10.4%
Basic earnings per share (RMB) goooomooogoo 0.027 0.031 -12.9%
Sales volume (tonnes) omoao 311,565 287,856 +8.2%
Average milk yield per milkable cow ooooo
(tonnes/year head) ooooe-00 10.53 10.29 +2.3%
Self-reproduction rate (%)@ ooooag e 5.4% 2.0% +3.4 percentage
points
ooao
Size of herd (Head) ooomoao 130,802 122,518® +6.8%
Notes: oo

1) Operating income is calculated as revenue plus other revenues.

(2) Self-reproduction rate is the change in heads of productive biological assets at the
end of the Reporting Period compared with the end of the Prior Period (excluding the

balance of purchased heads).

(3) Size of herd (head) represents the number of head as of 31 December 2021.

(1) oooo0OOo0oOoooOoOoOoOoOooooo
(2) go0o0oOooooooooOoooOooooo

oooo0omoooboooooom

(3) 000000 20210 120 310000
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Increase in the number of organic farms: During the Reporting Period,
one more farm was converted to an organic farm. As at 30 June 2022,
the total number of organic farms of the Group has increased to 20, with
an average daily organic fresh milk production of 1,364 tonnes. During
the Reporting Period, the Group recorded sales of organic raw milk of
223,000 tonnes, which accounted for 71.5% of total sales of raw milk,
representing an increase of 20.9% as compared to the Prior Period.
Along with the increase in organic fresh milk production, the Group’s
profitability could be further strengthened.

Steady growth in operational indicators: As at 30 June 2022, the herd
size grew by 6.8% as compared with the end of last year, while the self-
reproduction rate has reached a new high of 5.4%, representing an
increase of 3.4 percentage points as compared with the Prior Period. The
average milk yield per milkable cow for the Reporting Period increased
by 2.3% year-on-year.

Socially responsible and internationally recognized for our dual-carbon
strategy:

In January 2022, the dual-carbon strategy adopted by the Group was
selected by the World Economic Forum (Davos Forum) as a case in
its “New Nature Economy Report Series”, fully demonstrating that the
Group’s dual-carbon strategy is well recognized and appreciated by the
international community;

In March 2022, the United Nations Global Compact’'s “2021 Corporate
Best Practices for Achieving the Sustainable Development Goals” list was
released, and the Group’s unique organic eco-sand treatment system
was selected as one of the “Corporate Best Practices for Achieving
the Sustainable Development Goals (Sustainable Production and
Consumption)”;

In July 2022, the 17* China Corporate Social Responsibility - China Forum
was held in Beijing, and the Company was awarded the title of “2022
Corporate Social Responsibility - Leading Enterprise” in the Golden Bee
Influencer List.
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Management Discussion and Analysis
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Industrial Overview

In the first half of 2022, the international geopolitics was complex and severe,
coupled with frequent and sporadic outbreak of the COVID-19 in Mainland
China posed adverse impact to the domestic economy. Nevertheless, the Gross
Domestic Product (GDP) of China reached RMB56,264.2 billion for the first half
of 2022, representing a year-on-year (“yoy”) increase of 2.5%, while total retail
sales of consumer goods amounted to RMB21,043.2 billion, representing a
slight yoy decrease of 0.7%. Retail sales of food and oil products and beverages
increased by 9.9% and 8.2% respectively in units above the designated size. In
the first half of 2022, the China’s consumer price index (CPI) rose by 1.7% yoy
and the national per capita disposable income was RMB18,463, representing
a yoy nominal growth of 4.7% and an actual yoy growth of 3.0% net of price
factors.

For the dairy products industry, the dairy products consumption growth
decelerated in the first half of 2022 as a result of the outbreak of the COVID-19.
The production from sizeable dairy product manufacturers in China still
reached 15.109 million tonnes, representing a yoy increase of 1.0%. In terms
of imports, during the Reporting Period, the total amount of dairy products
imported by China dropped significantly as compared with the Prior Period.
With the rising cost of imported dairy products and the development of high-
end domestic dairy products, consumers are more inclined to choose products
made from domestic fresh milk sources, accelerating the rising trend of
domestic milk self-sufficiency. In the first half of 2022, China imported a total
of 1,783,500 tonnes of various dairy products, representing a yoy decrease
of 18.1%, equivalent to 10,480,000 tonnes of raw fresh milk. Among them,
according to the China Customs Statistics, in the first half of 2022, China
imported 676,500 tonnes of large packets of powder, representing a yoy
decrease of 11.8%; 252,800 tonnes of whey products, representing a yoy
decrease of 36.6%; and 393,300 tonnes of packaged milk, representing a yoy
decrease of 21.9%.

In terms of the dairy farming industry, the price of raw fresh milk fell in the
Reporting Period 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 2022 at
RMB4.12/kg, representing a yoy decrease of 4.2%. In terms of feed, according
to data monitored by the Ministry of Agriculture and Rural Affairs, the national
corn average price in the fifth week of June 2022 was RMB3.02/kg, representing
a yoy increase of 1.0%, while the average price of soybean meal was RMB4.45/
kg, representing a yoy increase of 20.3%. According to customs statistics, China
imported a total of 817,700 tonnes of hay in the first half of 2022, representing a
yoy increase of 6.9%. The average CIF price was US$459.45/tonne, representing
a yoy increase of 29.6%. Among them, the total import of alfalfa hay was
741,900 tonnes, representing a yoy increase of 16.7%; the total import of oat
hay was 75,800 tonnes, representing a yoy decrease of 41.3%.
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Management Discussion and Analysis

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 Group’s
product mix and enhance its profitability.

HERD SIZE

As at 30 June 2022, the Group had a total of 130,802 cows in stock,
representing an increase of 6.8% compared with the end of the previous year,
of which 86,578 were organic cows. The Group continued to optimise the
structure of cows, with organic cows stock increasing by 8.7% compared with
the end of the previous year, a self-reproduction rate of 5.4% for productive
biological assets. The reserve of cows is sufficient and the size of cows
continues to grow with high quality.

1 ™ a1

Ooon

oooooooboooobbooobobooo
ooboboooobooobooobboo
ooboboooobooooboooboobooa
ooobooooboooobboooboboo
gobbooooboooobooooboboo
ooboobobooon
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002022060 3000000000000
ob00130802000000006.8%00
gobooooboses7sbdooognO
oobobooobooooobooobobooa
87%0 000000000000 S.4%0
gboboooboooooooobobo
g

Unit: Head agooo
As at
30 June 2022 31 December 2021
20220 60 300 20210 120 310
Calves Calves
Number of Milkable and  Fattening Number of Milkable and  Fattening
Farms cows Heifers cows®@  Subtotal Farms cows Heifers cows @ Subtotal
oo ooo og gono
oo ooo ooog oogw oo oo ooo ooo oogw oo
Herd size oooo 33 61,384 58,914 10,504 130,802 33 60,154 54,007 8,357 122518

(1) For the data in this table for this current interim period and previous year, the number
of fattening cows refers to the number of cows raised on a fattening cows farm.

(1) 0o00oooooooooOooOoooooo
ooooOoOoOooooooo
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Management Discussion and Analysis
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CONTINUED GROWTH IN REVENUE SCALE AS RAW MILK SALES
INCREASED

During the Reporting Period, the Group sold a total of 311,565 tonnes of raw
milk, representing an increase of 8.2% as compared with the Prior Period.
The Group achieved sales revenue of RMB1,548.6 million in the Reporting
Period, representing an increase of RMB102.4 million as compared with the
Prior Period, mainly due to the increase in total milk yield and sales volume of
raw milk as a result of the increase in the Group’s milk yield per cow and the
number of cows during the Reporting Period. The Group recorded a gross profit
of RMB512.8 million for the Reporting Period, representing a yoy decrease of
6.3%, and a gross profit margin of 33.1%, representing a yoy decrease of 4.7
ppt. The decrease in gross profit margin was mainly due to the relatively large
increase in cost of feeds required by the Group for dairy farming.

REDUCING COSTS AND INCREASING EFFICIENCY IN RESPONSE TO
RISING FEED COSTS

The market prices of raw milk decreased in the first half of 2022 as compared
with the Prior Period. During the Reporting Period, the average sales price of
raw milk of the Group stood as RMB4.97/kg, representing a decrease of 1.1%
as compared with the Prior Period, which was lower than the industry average.
Due to the increase in feed costs, the Group’s full cost for a kilogram of milk
was RMB3.3/kg in the first half of 2022, of which the feed cost for a kilogram
of milk was RMB2.7/kg, representing an increase of approximately 6.6% as
compared with the Prior Period. Faced with the severe challenge of rising
costs, the Group has taken various measures to curb the pressure caused by
rising costs, and empowered forage suppliers through financial resources
to ensure that the Group can obtain better forage under the same conditions
measures. By actively expanding procurement channels, purchasing from
more manufacturers directly, and strengthening the cooperation stickiness
of strategic suppliers, and through the help of shareholders, and deployment
of industry resources such as COFCO, Inner Mongolia Aiyangniu Technology
Co., Ltd. and Beijing Dabeinong Technology Group Co., Ltd., we can obtain
better procurement channels; through the establishment of a strategic
procurement system, we can comprehensively predict the price trend of major
forage materials in advance, and cooperate with farms. The Farm Nutrition
Centre cooperates and communicates timely to adjust the formula of dairy
cows breeding and improve the cost-effective level of forage supply for dairy
cows. At the same time, adhering to the principle of concentration rather than
fragmentation, we optimised our supplier resources to realise our cost and
service advantages by exchanging volume for price. In addition, the Group was
able to reduce costs and increase efficiency by lifting the average milk yield
per milkable cow, and was able to effectively curb the significant decline in
gross profit margin against the backdrop of the generally affected gross profit
margin in the industry.

CHINA SHENGMU ORGANIC MILKLIMITED OO OO00OO0OO0ODOOOO
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Management Discussion and Analysis

Operation Review

ORGANIC RAW MILK PRODUCTION CAPACITY RISES TO CONSOLIDATE
THE LEADING POSITION IN INDUSTRY

The growth rate of overall market consumption of dairy products declined in
the first half of 2022, but the growth rate of high-end organic dairy products
consumption remained impressive, benefiting from the trend of high-end
development of the industry. To meet the fast-growing demand for high-
end organic milk from customers, the Group has been actively increasing
its organic raw milk production capacity, and the Group converted one more
farm into an organic farm in the first half of 2022, with the organic raw milk
production capacity reaching 1,364 tonnes on average per day, representing
an increase of approximately 203 tonnes as compared with the Prior Period.
Against the backdrop of high competitive barriers and difficulties in expanding
production in the organic raw milk industry, the Group has maintained a
steady expansion of its organic production capacity in recent years, effectively
consolidating the Group'’s leading position in the organic raw milk market.

LEAN OPERATIONS, INCREASED MILK YIELD PER COW AND
IMPROVED RAW MILK QUALITY

During the first half of 2022, the Group promoted lean operation and
management in each of its farms, upgrading and renovating farm facilities to
reduce the impact of various heat stresses on cows and improve cow comfort.
In the current environment of rising feed costs, the Group actively strengthened
the management of nutritional feeding for cows, optimising the nutritional
formula according to the cost of different feeds on the one hand, and enhancing
the herd management of cows on the other hand, so that cows with different
milk production capacity can be matched with the most suitable feed supply.
In addition, the Group hired cow feeding experts during the Reporting Period
to develop the best feeding practices for different farms and cows in order to
reduce the incidence of cow disease, increase cow production and improve the
quality of raw milk. As a result of the proactive responding measures adopted
by the Group, during the first half of 2022, the cow production levels improved
significantly, with both first-born cows and mature cows meeting their peak
production targets for growth, with average annualised production per
milkable cow increasing by approximately 0.24 tonnes compared with the Prior
Period to 10.53 tonnes in the first half of year. The selling price of raw milk
was affected by the level of core milk quality indicators, and the improvement
in milk quality has helped the Group to maintain a more advantageous selling
price in the current market environment of falling raw milk prices. During the
first half of 2022, the Group achieved the best ever compliance rates for raw
milk with a cell count of <200,000 and microorganisms <30,000. The fat and
protein content indicators also improved as compared with the corresponding
period, continuing to lead the industry.
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Management Discussion and Analysis
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RECORD COW EXPANSION RATE ACHIEVED UNDER BREEDING-BASED
STRATEGY

Over the past few years, the Group has actively strengthened its dairy cows
breeding capacity. Through practical and effective selection and breeding
measures, the Group has effectively enhanced the accuracy and integrity of the
genetic profile of the Group’s dairy cows, and realised the construction of core
breeding farms and systematic testing of dairy cows production performance.
In the first half of 2022, core indicators such as milkable cow pregnancy rate,
conception rate, cow retention rate and milkable cow culling rate of the Group
all improved significantly compared with the figures for the same period of last
year. With those improvements, the Group’s dairy cow expansion rate achieved
rapid growth during the year, with cows headcount increased by 8,284 from the
beginning of the year, representing an overall cow expansion rate of 6.8% and
a self-reproduction rate of 5.4% for productive biological assets, both of which
were the best rates since the inception of the Group.

IMPROVE CO-DEVELOPMENT MECHANISM AND IMPLEMENT LONG-
TERM INCENTIVE SCHEME

In terms of human resources, the Group’s long-term incentive scheme was
implemented. A long-term share award scheme (the “Share Award Scheme”)
was adopted by the Board of the Company on 19 April 2022 (the “Adoption
Date”). This Share Award Scheme aims to improve the corporate governance
structure, achieve sustainable development and build a common interest
among the Company, shareholders and employees; and at the same time,
attract, retain and motivate talented people, fully motivate the core employees
and continue to stimulate high-quality growth of the team performance.
Under this Share Award Scheme, the Group purchased existing shares of the
Company as award shares through the trustee (the “Trustee”, a professional
and independent trustee appointed by the Company to assist with the
administration of the Share Award Scheme) the Trustee from the open market
by cash contributed by the Group under the directions of the Company, and will
execute the vesting of shares in batches in the future subject to the fulfillment
of the vesting conditions of the awards approved by the Board. The Trustee
will hold the shares in trust for the relevant selected participants of the Share
Award Scheme until such shares are vested. As of 30 June 2022, the Company
has purchased a total of 27,266,000 shares of the Company in the market
through the Trustee, representing 0.3% of the Company'’s issued shares.

In addition, the Group continued to promote the professionalization and
rejuvenation of its human resources in the first half of 2022, and the academic
qualifications and professional titles of its staff were significantly enhanced.
Through various trainings and farm skills competitions, the theoretical
knowledge and practical operational skills of staff were effectively enhanced
and a positive atmosphere of “learning, catching up and helping” was created
within the Group.
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Management Discussion and Analysis

ACTIVELY IMPLEMENTING THE DUAL-CARBON STRATEGY TO
ENHANCE CORPORATE BRAND POWER AND COMPETITIVENESS

In the first half of 2022, the Group actively implemented its dual-carbon
strategy under the guidance of its corporate sustainability philosophy. On 15
March 2022, the Group completed its carbon audit for 2021. Based on the
results of the carbon audit, the Group carried out various carbon reduction
initiatives in accordance with local conditions. In respect of intestinal
fermentation of dairy cows, which is the main source of carbon emissions,
the Group reduced carbon emissions by feeding low protein diets, increasing
the amount of rumen fat meal and feeding silky extract. In terms of dairy
manure management, the Group upgraded the manure management practices
on a number of farms in the first half of 2022 and commenced a trial on the
recycle of liquid fertiliser in milking parlors, which had a significant impact
on reducing carbon emissions. In terms of energy management and emission
reduction, encouraging results was achieved by the Group in carbon emission
reduction through measures such as utilisation of new energy vehicles and the
recovery of waste heat from milking parlors. In addition to carbon emission
reduction measures, the Group also took advantage of its unique desert
resources to actively engage in carbon sequestration by organising its staff and
partners to plant carbon sequestration trees in the desert. The Group’s carbon
neutral management and ESG initiatives continued to be widely reported and
recognised as industry benchmarks. At the World Economic Forum held on 17
January 2022, the practice of the Group regarding conducting sand and grass
organic milk operations in desert was selected as one of the demonstration
cases in the research report titled “Seizing Business Opportunities in China’s
Transition Towards a Nature-positive Economy” released by the Forum. In
March 2022, the Group was named by the United Nations Global Compact as
one of the enterprises realising the Sustainable Development Goals 2021 and
was selected as the best integrated practice in the category of “sustainable
production and consumption”. Meanwhile, Mr. ZHANG Jiawang, the CEO of
the Group, was also recognised as the “2022 United Nations’ SDG Pioneer” in
China. In July 2022, the Company was named as one of the 2022 CSR Impact
Leaders in the “2022 Golden Bee CSR List - China List” of the 17" China CSR
International Forum.
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STEADY EXPANSION OF PRODUCTION CAPACITY AND
COMMENCEMENT OF CONSTRUCTION OF DEMONSTRATION PARK

In order to realise the Group’s strategic plans to achieve growth in organic
milk sales, the Group commenced the construction of a dairy farming
demonstration zone at its base in the Ulan Buh Desert in this Reporting Period.
The demonstration area is a dairy farming demonstration project under the
guidance and support of the local government for high quality, green and low
carbon development, with an aim to promote the modernisation of agriculture
and rural development. The Group plans to build a 10,000-head dairy farm
and a demonstration organic farm in the park, with a total investment for the
project planned to be approximately RMB650 million. 80,000 tonnes of high
quality organic milk is expected to be produced per year after commencement
of production of the 10,000-head farm project, which will drive the cultivation
of 28,000 mu of green maize in the surrounding area, indirectly driving the
development of the tertiary industry and increasing the income of thousands
of people in the area. The organic demonstration farm will adopt a centralised
and intelligent farming model and is expected to produce an average of
approximately 20,000 tonnes of fresh milk per year. The organic demonstration
farm will be equipped with a fully intelligent barn, automatic mixing and
feeding system, intelligent milking robot, intelligent automatic feeding robot,
automatic manure cleaning robot, intelligent spraying system, ecological
manure treatment system and intelligent information management system,
etc. Upon completion, the farm will become a leading automatic intelligent
farming facility in China.

Financial Review

During the Reporting Period, the Group recorded revenue of RMB1,548.6 million
(2021: RMB1,446.2 million), representing a yoy increase of 7.1%. Profit for the
Reporting Period was recorded at RMB243.2 million (2021: RMB271.5 million),
representing a yoy decrease of RMB28.3 million due to the increase in bulk
feed prices. Of which, profit attributable to owners of the parent was RMB228.8
million (2021: RMB259.3 million), representing a yoy decrease of RMB30.5
million. The Group’s gross profit margin for the Reporting Period was 33.1%
(2021: 37.8%), representing a yoy decrease of 4.7 percentage points.
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Analysis on Consolidated Statementsof Profit OO0 OOOOOOOO

or Loss and other Comprehensive Income Ood

SALES REVENUE oooad

Unit: RMB’000, unless otherwise stated, except percentages 00D000ooOoooobOOoOoooDooo
oo

For the six-month period ended 30 June
goenO3o00doonoono

2022 (Unaudited) 2021 (Unaudited)
20220 000O0O0O 202100 ood

Average Gross Average Gross
Sales Sales selling profit Sales Sales selling profit
revenue volume price margin revenue volume price margin
oogo oo oogo ooo oogo oo oogo oog
(RMB/ (RMB/
0 Tonnes) Tonne) (Tonnes) Tonne)
pooooo pooooog
ooo oo ooo oo

Raw milk ooo 1,548,581 311,565 4,970 33.1% 1,446,189 287,856 5,024 37.8%

The market price of raw milk dropped in the Reporting Period as compared O00000O0O0OO0OODOOOOOOO0O
with the Prior Period, with the Group’s average selling price of rawmilkat OOOO0O0O0OO0OO0OO0OOOOCODODO 4,970
RMB4,970 per tonne, representing a yoy decrease of 1.1%. 0000oood 1.1%0

COST OF SALES AND GROSS PROFIT MARGIN gooboooog

The Group’s cost of sales for the Reporting Period was RMB1,035.8 million, 00000000 O0OOOCOOOOOOO0O
representing a yoy increase of 15.2%, due to the significant increase inbulk 000000000 O0OOOOOOOOOO
feed prices amidst the yoy increase in total sales. To cope withthecost OO0 OO00OOO0ODO 1035800000
increase, the Group actively adjusted its product structure to increasethe 000 152%0 000000000000
proportion of sales of high-value products. The Group continuously improved OO0OOOO0OO0OO0OOOO0OOOODOOOOO
its internal operational capabilities, herd scale benefits were evident, withkey O000000O0000O0OOOOO0OO
indicators such as cows expansion rate and average milk yield per milkable OO0OOO0OOO0OOOOO0OOOOOOOOO
cow reaching record highs, effectively dampening the decline in gross profit O OO0OOO0O0OOOOOOOODOOOOO
margin, which fell by 4.7% from 37.8% during the Prior Period to 33.1% during OO0 OO0 OO 37.8%0 0 47%0 000
the Reporting Period. 000 33.1%0

OTHER INCOME AND GAINS gogooood

During the Reporting Period, the Group’s other income and gainsamountedto OO0O0O0O0O0O0OOOO0OOOODOOOOO
RMB40.1 million (2021: RMB3.5 million), the main reason for the changewasa [0 0 40.10 0 11202100000 3500
gain of RMB25.7 million arising from the partial disposal of the equity interests O M 000000000 COCOOOOQOO
of an associate during the Reporting Period. 00DO0O0D0odoOoOooo2.70000

INTERIM REPORT O 0O O O 2022

15



16

Management Discussion and Analysis
iy L ety 1 W

SELLING AND DISTRIBUTION EXPENSES

The Group’s selling and distribution expenses primarily include logistics and
transportation expenses and staff remuneration, etc. During the Reporting
Period, the Group’s selling and distribution expenses amounted to RMB23.5
million (2021: RMB25.3 million). The yoy change is not significant.

ADMINISTRATIVE EXPENSES

Administrative expenses mainly include salary and welfare, travel expenses
and transportation expenses of the management and administrative
employees, as well as administrative expenses including attorney and audit
fees, etc. During the Reporting Period, the Group’s administrative expenses
amounted to RMB66.6 million (2021: RMB47.6 million), representing a yoy
increase of RMB19.0 million. The increase was mainly due to the Group’s
continued efforts to motivate its employees to deliver good results for the
Company, the enhancement of management salaries and the adoption of the
Share Award Scheme.

FINANCE COSTS

During the Reporting Period, the Group’s finance costs amounted to RMB10.0
million (2021: RMB31.1 million), representing a decrease of RMB21.1 million
or 67.8% compared with the Prior Period, mainly due to a currency swap gain
recognized during the Reporting Period.

LOSS ARISING FROM CHANGES IN THE FAIR VALUE

Loss arising from changes in the fair value primarily represents fair value
changes in the dairy cows, due to the changes in physical attributes and market
prices of the dairy cows and 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 loss arising from the change in fair value of
the Group was RMB197.2 million (2021: RMB154.9 million). The increase in the
Group’s net loss arising from the changes in fair value for the Reporting Period
compared with the Prior Period was mainly due to the increase in the Group’s
feeding costs as a result of factors such as the significant increase in feed
prices.
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Management Discussion and Analysis

SHARE OF LOSSES OF ASSOCIATES

Associates of the Group include: (a) Inner Mongolia Mengniu Shengmu Hi-Tech
Dairy Products Co, Ltd. (00O ODOO0OOOOODOOOQO) invested and
owned as to 49% 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. (D OO OO0 OO OO OO O) (*Food Union Shengmu™) and Inner
Mongolia Shengmu Low Temperature Dairy Product Company Limited (O O
00000000 000), both of which are invested and held by the Group
with minority interests, producing dairy products with the raw milk from the
Group; (c) Inner Mongolia Yiyingmei Dairy Co., Ltd. (O OO OO0O0OOODO0O
) in which the Group invested and held minority interests, producing high-
end organic milk powder with the raw milk from the Group; and (d) Mudanjiang
Liangyuan Technology Limited (D OO0 OO0 O OO O O) in which the Group
invested and held minority interests, which is primarily engaged in feed
processing. During the Reporting Period, the Group’s share of losses of the
above associates amounted to RMB11.2 million (2021: RMB13.3 million).

INCOME TAX EXPENSE

All profits of the Group were derived from its operations in the PRC. 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.

The Group had no income tax expense for the Reporting Period (2021: RMB0.2
million).
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PROFIT ATTRIBUTABLE TO OWNERS OF THE PARENT COMPANY AND
PROFIT ATTRIBUTABLE TO NON- CONTROLLING INTERESTS

Profit attributable to owners of the parent of the Group for the Reporting Period
was RMB228.8 million (2021: RMB259.3 million), representing a yoy decrease of
RMB30.5 million or 11.7%. This was mainly due to a significant increase in feed
prices and a slight fall in raw milk prices compared with the corresponding
period in the previous year, with the dual external environment causing the yoy
decline in the Group'’s gross profit.

Profit attributable to non-controlling interests mainly represents the profit for
the period attributable to dairy farmers with whom we cooperate in relation
to dairy farm management in our farms. For the Reporting Period, profit
attributable to non-controlling interests was RMB14.4 million (2021: RMB12.2
million).

Analysis on Consolidated Statement of
Financial Position

CURRENT ASSETS

As at 30 June 2022, the Group's total current assets amounted to RMB1,975.7
million (as at 31 December 2021: RMB2,049.8 million), representing a decrease
as compared with the end of last year, mainly due to a decrease in inventory
balance of RMB330.7 million as compared with the end of last year affected by
the nature of inventory storage in the dairy farming industry. Trade receivables
increased by RMB23.9 million or 9.7% as compared with the end of last year,
representing receivables arising from normal credit periods.

CURRENT LIABILITIES

As at 30 June 2022, the Group’s total current liabilities amounted to RMB2,694.2
million (as at 31 December 2021: RMB2,862.7 million), representing a
significant decrease as compared with the end of last year, mainly due to the
decrease in trade payables balance compared with the end of last year as the
Group ceded the payment cycle to suppliers as results of the tight supply of
feed market and the Group’s need to control costs.
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Management Discussion and Analysis

LIQUIDITY, FINANCIAL RESOURCES, CAPITAL STRUCTURE AND
GEARING RATIO

During the Reporting Period, the Group’s sources of daily working capital were
mainly cash flows generated from internal operations and bank borrowings.
As at 30 June 2022, the Group held (a) cash and bank balances of RMB802.9
million (as at 31 December 2021: RMB531.8 million), and (b) interest-bearing
bank borrowings of RMB1,953.4 million (as at 31 December 2021: RMB1,679.2
million), of which RMB300.0 million is repayable within one to five years and
the remaining interest-bearing bank borrowings are repayable within one year.
Borrowing requirements on the Group is not affected by seasonality.

The Group's total equity as at 30 June 2022 was RMB4,107.9 million (as at
31 December 2021: RMB3,889.2 million). As at 30 June 2022, the Group’s net
gearing ratio (calculated on the basis of the amount of total interest-bearing
bank borrowings less cash and bank balance as a percentage of the total
equity) was 28.0 % (as at 31 December 2021: 29.5%), representing a drop of 1.5
ppt as compared with that as at 31 December 2021.

The Group’s bank borrowings were denominated in RMB and bore interest
at fixed rates, except for the equivalent of RMB517.2 million which was
denominated in USD and bore interest at fixed rates. The bank borrowings with
an equivalent of RMB517.2 million denominated in USD and bearing interest
at fixed rates had entered into currency swap agreements with financial
institutions to hedge against the impact on the Company’s profit or loss due to
changes in exchange rates.

As at 30 June 2022, the Group’s net borrowings (total interest-bearing bank
borrowings less cash and bank balances) amounted to RMB1,150.5 million (as
at 31 December 2021: RMB1,147.3 million).

As of 30 June 2022, the variable interest rate on bank borrowings ranged from
1.55% to 4.15% per annum (for the year ended 31 December 2021: 1.55% to
5.22%).
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CHARGE ON ASSETS

As at 30 June 2022, the Group’s total restricted bank deposits amounted
to RMB209.3 million (as at 31 December 2021: RMB256.5 million), of which
RMB123.6 million was placed with banks in the PRC as deposits for issuance
of letters of credit and bank drafts and RMB85.7 million was frozen due to
litigation.

CAPITAL COMMITMENTS

As at 30 June 2022, the Group’s capital commitments in relation to the
acquisition of property, plant and equipment amounted to RMB9.1 million (as
at 31 December 2021: RMB2.6 million), representing an increase as compared
with the end of last year, mainly due to the establishment of a new smart
farm during the Reporting Period. Its main source of fund was from external
financial institutions.

CONTINGENT LIABILITIES

As at 30 June 2022, the Group had provided guarantees in the amount of
RMB171.3 million (as at 31 December 2021: RMB106.5 million) in respect of
bank borrowings of Bayannur Shengmu High-tech Ecological Forage Co., Ltd
(OCOOO0ODOOO0ODOO0ODOOODOOOn). The external guarantees provided
by the Group were recognised in the financial statements on the basis of the
valuation of the guarantees provided by the independent professional valuer
regarded as the best estimates required to pay for the performance of the
relevant current 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 2022, the Group
had no significant foreign exchange risk in respect of its operations except for
cash balances of approximately RMB19.8 million, RMB0.2 million and RMBO0.1
million denominated in HKD, USD and EUR. As at 30 June 2022, the Group
had not entered into any arrangement to hedge against any foreign exchange
fluctuations.
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Management Discussion and Analysis

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.

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.

HUMAN RESOURCES

As at 30 June 2022, the Group had a total of 2,788 employees (as at 30 June
2021: 2,562 employees). Total staff costs during the Reporting Period (excluding
share incentive expenses under the Share Incentive Scheme) amounted to
RMB155.7 million (2021: RMB128.6 million).

The Group believes that the dedicated efforts of all of its employees are the
very essence of the Group’'s rapid development and success in the future.
The Group provides management personnel and employees with on-the-
job education, training and other opportunities to improve their skills and
knowledge. In general, the Group determines employee compensation and
efficiency incentive based on each employee’s performance, qualifications,
position and seniority. Please also refer to the “Operation Review” section for
details of the Share Award Scheme.

Employees in Hong Kong are provided with retirement benefits, under the
Mandatory Provident Fund scheme, as well as life insurance and medical
insurance. Employees in Mainland China are provided with pension insurance,
medical insurance, employment injury insurance, unemployment insurance,
maternity insurance and housing fund contributions in compliance with the
requirements of the laws of China.
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SUSTAINABLE DEVELOPMENT

In January 2022, the dual-carbon strategy adopted by the Group was selected
by the World Economic Forum (Davos Forum) as a case in its “New Natural
Economy Report Series”.

In March 2022, the United Nations Global Compact’s “2021 Corporate
Best Practices for Achieving the Sustainable Development Goals” list was
announced, and the Group’s unique organic eco-sand treatment system was
selected as one of the “Corporate Best Practices for Achieving the Sustainable
Development Goals (Sustainable Production and Consumption)”.

In July 2022, the 17™ China Corporate Social Responsibility- China Forum was
held in Beijing, and the Company was awarded the title of “2022 Corporate
Social Responsibility - Leading Enterprise” in the Golden Bee Influencer List.

In the past ten years or so, the Group has invested a total of RMB7.5 billion in
the Ulan Buh Desert, helping over 200 square kilometers of the desert become
oasis and building 150 square kilometers of high-quality grassland. The three-
stage afforestation protection has reduced the original local wind force of
6-7 on average to 4-5. Shengmu will continue to adhere to organic, ecological
and sustainable development, continuously optimize the industrial chain and
energy structure, accelerate the planning and implementation of scientific

T b

carbon reduction, and contribute to the country’s “dual-carbon” green goal!

MATERIAL ACQUISITIONS AND DISPOSALS

During the Reporting Period, Inner Mongolia Shengmu High-tech Farming Co.,
Ld (D OOOO0O0OO0000D00O0) (“Inner Mongolia Shengmu®), an indirect
wholly-owned subsidiary of the Company, entered into an equity transfer
agreement with Food Union (Dairy) Hong Kong Limited for the sale of 4.05%
equity interest in Food Union Shengmu for a consideration of US$4.5 million,
upon completion, Inner Mongolia Shengmu holds 1.85% equity interest in Food
Union Shengmu. It continues to be accounted for as an associate under the
equity method. Apart from the above, the Group has not made any material
acquisition and disposals of subsidiaries and associates.
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Management Discussion and Analysis

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 prospectus under the section headed “Future Plans and Use of Proceeds”,
the Group does not have any plan for material investments or acquisition of
capital assets as at the date of this report.

Events after the Reporting Period

Save as disclosed in this report, the Group has no material post-period events
to disclose from the end of the Reporting Period to the date of this report.

Outlook

On 16 February 2022, the Ministry of Agriculture and Rural Affairs released
the “14" Five-Year Plan for Action to Improve the Competitiveness of the Dairy
Industry”, which states that by 2025, national milk production is expected to
reach about 41 million tonnes, and the proportion of large-scale breeding
above 100 cows will reach about 75%. The proportion of large-scale farms with
grass and animal support and combined farming production will increase by
about 5 percentage points. The linkage of farming and processing interests has
become closer and more diverse, and the competitiveness of the domestic dairy
industry has been further enhanced. In March of 2022, the “Nine Policies and
Measures to Promote the Revitalisation of the Dairy Industry in Inner Mongolia
Autonomous Region” was released, with the Inner Mongolia Autonomous
Region formulating corresponding support policies around the construction
of milk source bases, the construction of seed bases, the construction of
quality forage bases, support for enterprises to become better and stronger,
and support for science and technology to escort the development of the local
dairy industry. The strong empowerment of national policies and industrial
resources again indicates that the Group has tremendous advantages and
development potential in terms of team building, business model and resource
endowment. By leveraging the solid support of and deep cooperation with our
major shareholder, Mengniu Group, as well as relying on the new resource
endowment, the Group will push forward the implementation of its business,
striving to achieve the strategic goal for the growth of doubling the sales of
organic raw milk by 2025 from 2020 .
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In the second half of 2022, the Group will focus on the progress of significant
issues such as the cows expansion rate, the cows production, cost control,
innovation in raw milk products and silage acquisition, in order to achieve a
new breakthrough in the Group’s operations. At the same time, the Group will
continue to promote the cows genetic improvement programme and embryo
transfer programme to enhance the Group’s cows germplasm capability, and
increase the scale of beef cows to realise the combined milk and beef effect
of the Group’s large-scale farms. The Group will promote the construction
of new farms and make key preparations for the construction of farms, the
introduction of cows, the matching of management and operation personnel,
the reserves and acquisition of feed, etc. At the same time, the Group
will actively promote the construction of zero-carbon farms and promote
simultaneous carbon sequestration and reduction measures on the existing
foundation, so that the Group’s first zero-carbon farm can be implemented as
soon as possible and zero-carbon raw milk can be introduced to the market.

In terms of internal management, during the second half of the year, the Group
will continue to strengthen party building and cultural leadership, create a
learning organization and create an atmosphere of “compare, learn, catch up,
help and surpass” within the Company. The Group will also identify and assess
the risks of the Company and raise the awareness of risk management among
all staff. At the same time, the Group will optimise the organisational structure
and promote flat management to achieve a flexible corporate structure and
efficient communication on issues, in order to improve management efficiency
of the Company. The Group has developed a new organisational structure
for the long-term sustainable development of the Group to achieve the joint
development of the team, the business and the individual.
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Report of the Directors

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
2022 together with the unaudited condensed consolidated financial report, and
such interim financial report has been reviewed by the audit committee of the
Board (“Audit Committee”).

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, neither the Company nor any of its subsidiaries
purchased, redeemed or sold any of the Company’s listed securities during
this Reporting Period, except that the Trustees purchased a total of 27,266,000
ordinary shares of the Company as restricted shares in the open market in
accordance with the rules of the Share Award Scheme at a consideration of
HK$10,502,000 (equivalent to RMB8,981,000).

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 against Inner Mongolia Shengmu Hightech Farming Co., Ltd. (0 OO
00oO00o0ooooo) (“Inner Mongolia Shengmu”), an indirect wholly-
owned subsidiary of the Company, and two of the Company’s former directors
concerning a claim made by the plaintiff. Provision was made amounting to
RMB49.2 million for the probable losses, which was reflected in the 2021
annual financial report, to the Group based on the reasonable estimation of
the outcome of the lawsuits after taking into account the legal advice by the
management. 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. Inner Mongolia Shengmu had applied to the High People’s Court
of Inner Mongolia Autonomous Region for a second trial and no adjudication
has yet been made.
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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 duties of the Audit Committee are to review
the financial reporting process and internal control system of the Group, and to
make proposals to the Board as to the appointment, renewal and resignation
of the Company’s independent auditors and the related remuneration and
appointment terms.

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 Company has set up a strategy committee with effect from 30 July
2021. The strategy committee was changed to a strategic and sustainability
committee (the “Strategic and Sustainability Committee”) with approval
by the Board on 23 August 2021, to better formulate the Company’s long-
term development strategy and cover 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. The Strategic and Sustainability Committee comprises Mr. LU
Minfang, Mr. ZHANG Jiawang, Mr. SUN Qian and Mr. ZHAO Jiejun, and is chaired
by Mr. LU Minfang.

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”), a company incorporated in the
Cayman Islands with limited liability whose shares are listed on the Stock
Exchange (stock code: 2319) (together with its subsidiaries “China Mengniu
Group”). Mr. LU is the chairman and a non-executive director of Yashili
International Holdings Ltd (O OO0 OO0 O OO O O) (“Yashili”), a company
incorporated in the Cayman Islands with limited liability whose shares are
listed on the Stock Exchange (stock code: 1230), the chairman and a non-
executive director of China Modern Dairy Holdings Ltd. (C O 0O OO0O0O0O0O
0 0) (“China Modern Dairy”), a company incorporated in the Cayman Islands
with limited liability whose shares are listed on the Stock Exchange (stock
code: 1117), and the chairman and a non-independent director of Shanghai
Milkground Food Technology Co., Ltd (DO OO0 DO OO0OO0OOOOOOOONO)
(“Milkground”), a company incorporated in the PRC with limited liability whose
shares are listed on the Shanghai Stock Exchange (stock code: 600882). Mr. LU
is also a director of International Dairy Federation.

Mr. ZHANG Ping, a non-executive Director, is currently the executive director,
vice president and chief financial officer of China Mengniu. Mr. ZHANG is the
non-executive director and a member of the audit committee of Yashili, a
non-executive director and a member of the remuneration committee and a
member of the audit committee of China Modern Dairy, and a non-independent
director of Milkground.

Mr. ZHAO Jiejun, a non-executive Director, is currently the vice president, head
of milk sourcing and supply chain business unit of China Mengniu Group. He
is also currently a non-executive director and a member of the strategy and
development committee of China Modern Dairy.

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. For further information on the businesses of China Mengniu and
the potential competition between those businesses with the business of the
Group, please refer to the section headed “Relationship with Mengniu Group
— Competition” in the prospectus of the Company dated 30 June 2014 (the
“Prospectus”).

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.
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The principal activity of China Modern Dairy is the production and sale of raw
milk to customers for processing into dairy 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-month
period ended 30 June 2022 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.

Continuing Connected Transactions

The Company’s continuing connected transactions during the Reporting Period
are as follows:

1.  The non-exempt continuing connected transactions conducted pursuant
to the 2022 Dabeinong Group Materials Supply Framework Agreement
entered into with Beijing Dabeinong Technology Group Co., Ltd.
(“Dabeinong Group”). For details, please refer to the announcement of the
Company dated 28 March 2022 (the “Continuing Connected Transactions
Announcement”) and the section headed “Report of the Directors —
Connected and Continuing Connected Transactions” in the 2021 Annual
Report.

2. The non-exempt continuing connected transactions conducted pursuant
to the Raw Fresh Milk Supply Framework Agreement and the Financial
Assistance Framework Agreement entered into with China Mengniu
Group. For details, please refer to the disclosure in the section headed
“Report of the Directors - Connected and Continuing Connected
Transactions” in the 2021 Annual Report.
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3. The non-exempt continuing connected transactions conducted pursuant
to the 2022 Aiyangniu Technology Materials Supply Framework
Agreement entered into with Inner Mongolia Aiyangniu Technology Co.,
Ltd (“Aiyangniu Technology”). For details, please refer to the Continuing
Connected Transactions Announcement and the section headed “Report
of the Directors - Connected and Continuing Connected Transactions” in
the 2021 Annual Report.

4.  The non-exempt continuing connected transactions conducted pursuant
to the Fuyuan International Materials Supply Framework Agreement
entered into with Inner Mongolia Fuyuan International Industrial (Group)
Co., Limited (“Fuyuan International”), whose details were disclosed in
the section headed “Report of the Directors — Connected and Continuing
Connected Transactions” in the 2021 Annual Report.

5. The non-exempt continuing connected transactions conducted pursuant
to the Raw Fresh Milk Supply Framework Agreement entered into with
Inner Mongolia Yiyingmei Dairy Co., Ltd. (“Yiyingmei”). For details, please
refer to the Continuing Connected Transactions Announcement and the
section headed “Report of the Directors - Connected and Continuing
Connected Transactions” in the 2021 Annual Report.

Change of Director’s Information

Mr. LU Minfang, Mr. ZHAO Jiejun and Ms. SHAO Lijun were re-elected as
non-executive Directors, and Mr. WANG Liyan and Mr. SUN Yansheng were
reelected as independent non-executive Directors at the 2022 annual general
meeting. For further information on the re-election of Mr. LU Minfang, Mr. ZHAO
Jiejun, Ms. SHAO Lijun, Mr. WANG Liyan and Mr. SUN Yansheng as Directors,
please refer to the section headed “Proposed Re-election of the Retiring
Directors” in the circular of the Company in relation to the 2022 annual general
meeting dated 6 May 2022 and the section headed “ Poll Results of the Annual
General Meeting” in the announcement of the Company in relation to the poll
results of the annual general meeting held on 20 June 2022 dated 20 June
2022.

With effect from 1 January 2022, the emolument of the independent
nonexecutive Directors increased from RMB120,000 per annum to RMB200,000
per annum.

Save as disclosed herein, during the Reporting Period, there was no change of

information required to be disclosed by the Directors pursuant to paragraphs (a)
to (e) and (g) of Rule 13.51(2) of the Listing Rules where applicable.
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Change of Company Secretary, Authorized
Representative and Process Agent

Mr. AU Wai Keung has resigned as the company secretary of the Company
(the “Company Secretary”), an authorized representative of the Company (an
“Authorized Representative”) under Rule 3.05 of the Listing Rules and the
process agent of the Company for accepting services of process or notice
on behalf of the Company in Hong Kong as required under Part 16 of the
Companies Ordinance (Chapter 622 of the Laws of Hong Kong) (the “Process
Agent”) with effect from 1 June 2022. Mr. LI Kwok Fat has been appointed
as the Company Secretary and an Authorized Representative under the
Listing Rules and the Process Agent with effect from 1 June 2022. For further
information on the resignation of Mr. AU Wai Keung and the appointment of Mr.
LI Kwok Fat, please refer to the announcement of the Company dated 31 May
2022.

Change of Address of Principal Place of
Business in Hong Kong

The principal place of business of the Company in Hong Kong has been
changed to Room A, 32" Floor, COFCO Tower, 262 Gloucester Road, Causeway
Bay, Hong Kong with effect from 1 June 2022. For further information on the
change of address, please refer to the announcement of the Company dated 31
May 2022.

Adoption of the New Memorandum and
Articles of Association

By a special resolution passed at the 2022 annual general meeting dated 20
June 2022, the third amended and restated memorandum and articles of
association of the Company (the “New Articles”) were adopted on 20 June
2022. The purpose of the adoption was to, among others, conform with the
Core Shareholders Protection Standards as set out in the amended Appendix
3 to the Listing Rules effective from 1 January 2022 and the relevant changes
to the applicable laws of the Cayman Islands and the Listing Rules. Other
minor amendments to the Articles were also made for corresponding as well
as housekeeping changes. For the full text of the proposed New Articles and
further information on the adoption of the New Articles, please refer to the
constitutional document and announcement of the Company both released on
and dated 20 June 2022.
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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 2022, 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 “SFO”)) 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

Dooooooooog
Oooooooooog
ooogn

oobobooooboooobooobobod
20220 603000000000 ODOODO
gooboooooobooomooog
oooboObDmoboDbO0O0ogos7iomooo
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gooboboooooon

Name Capacity/Nature of interest

oo gooooobo

Number of
Shares/
underlying
Shares
ooooo
oooog

Percentage

goo

Beneficial owner
ooooad

ZHANG Jiawang
ooo

138,130,000 1.65%

Save as disclosed above and to the best knowledge of the Directors, as at 30
June 2022, 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.

CHINA SHENGMU ORGANIC MILKLIMITED OO OO00OO0OO0ODOOOO

oboooobooooobooobpoobo
20220 6030000D000000O0DOO
obooooboooobobobooDbo
ooboboooooooobooooboboo
goobOXxvoorgospoooobDoooo
ooooobooooomoooboboobooo
oobobooobooooobooboboon
uoboo0omoooooboobogass2
obooooboooobobobooDbo
ooboboooooooobooooboboo
goboooon



Interests of the Substantial Shareholders

So far as is known to any Director or chief executive of the Company, as at
30 June 2022, the following persons (other than the Directors and the chief
executive of the Company) had an interest or short position in the Shares
or the underlying Shares as recorded in the register required to be kept by
the Company pursuant to Section 336 of the SFO or which would fall to be
disclosed to the Company and the Stock Exchange under the provisions of
Divisions 2 and 3 of Part XV of the SFO, or were, directly or indirectly, interested
or deemed to be interested in 5% or more of the nominal value of any class of
share capital carrying rights to vote in all circumstances at general meetings
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Capacity/ Number of Shares/

Name Nature of interest underlying Shares Percentage

ooooo ooooooo ooooooooo ooo

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

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

0ooooooooo ooooooo

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

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

goboooooooooon goooooo

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

Baring Private Equity Asia GP V Limited Interest of a controlled corporation 536,097,305 (L) 6.40% (L)
ooooooo

Baring Private Equity Asia GP V LP Interest of a controlled corporation 536,097,305 (L) 6.40% (L)
goooooo

The Baring Asia Private Equity Fund V LP Interest of a controlled corporation 536,097,305 (L) 6.40% (L)
ooooooo

Salata Jean Interest of a controlled corporation 536,097,305 (L) 6.40% (L)

goooooo
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Interests of the Substantial Shareholders of
Any Member of the Group (Other than the
Company)

ODooooouon
oo mouoon
[

Percentage of

Name Name of member company interest

ooooo ooooood ooooo

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

ooo gooOooOoooooooooooo

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

dooooOooUoooooopoooo oooOoooooooooooo

LIU Shiling Inner Mongolia Shengyou Cattle Industry Co., Ltd. 15.31%

ooo oooOooOoOooooo

GAO Feng Inner Mongolia Shengyou Cattle Industry Co., Ltd. 10.94%

oo ooooooooooo

Save as set out above, our Directors are not aware of any person (not being
a Director or chief executive of the Company) who, as at 30 June 2022, was
interested, directly or indirectly, in 10% or more of the nominal amount 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 7.58% 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 (the “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.

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 be comprised
of 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.

As of 30 June 2022, a total of 27,266,000 ordinary shares of the Company
were purchased from open market by the Trustee at a total consideration of
approximately HK$10,502,000 (equivalent to approximately RMB8,981,000).

By Order of the Board

China Shengmu Organic Milk Limited
Lu Minfang

Chairman

Hong Kong, 23 August 2022
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Report on Review of Interim Financial Statement
A S S TS ] e

e

Ernst & Young

27/F, One Taikoo Place ?i%ﬁﬁﬁ%ﬁ%ﬁﬁ
979 King’s Road BB RRREE 979 57
§i Quarry Bay, Hong Kong K —REE27:E

Independent review report
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 39 to 68,
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 2022 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 /nterim 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.

Tel T :E: +852 2846 9888
Fax fEH.: +852 2868 4432
ey.com
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Conclusion OO0

Based on our review, nothing has come to our attention that causesusto O0O00O00O00OOOO0OOOODOOOOO
believe that the interim financial information is not prepared, inall material OO0OO0OO0OO0OOOO0OO0OOOOOOOOO

respects, in accordance with IAS 34. 000000000000 340000
Ernst & Young gopoooogoo

Certified Public Accountants ooooo

Hong Kong oad

23 August 2022 20220 80 230
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Interim Condensed Consolidated Statement of Profit or Loss
HNERC S EER YA

For the six months ended 30 June 2022 [J [J 20221 60 300 [0 [0 [J [J

For the six months ended 30 June
O0ed 3000000

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 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

gooo
gooo
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Notes 2022 2021
00 20220 20210
(Unaudited) (Unaudited)
gooooo goooano
RMB’000 RMB’000
ooooo goooad
3 1,548,581 1,446,189
(1,035,817) (898,899)
512,764 547,290
(197,169) (154,900)
40,068 3,514
(23,504) (25,253)
(66,606) (47,642)
(398) (6,791)
(696) (137)
(10,037) (31,108)
(11,180) (13,271)
4 243,242 271,702
5 — (231)
243,242 271471
228,843 259,275
14,399 12,196
243,242 271471
7
RMB0.027 RMBO0.031
000o0.0270 00O 00.0310
RMB0.027 RMB0.031
000o0.0270 00O0o0.0310
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Interim Condensed Consolidated Statement of Comprehensive Income
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For the six months ended 30 June 2022 [J [J 20221 60 300 [0 [0 [0 [0

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 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 that will
not be reclassified to profit or loss
in subsequent periods

OTHER COMPREHENSIVE INCOME
FOR THE PERIOD, NET OF TAX

TOTAL COMPREHENSIVE INCOME
FOR THE PERIOD

Attributable to:
Owners of the parent
Non-controlling interests

goog
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For the six months ended 30 June
Ogo0ed 3000000

2022 2021
20220 20210
(Unaudited) (Unaudited)
gooooo goooao
RMB’000 RMB’000
ooooo goooad
243,242 271,471
93 28
93 28
(22,200) —
(22,200) —
(22,107) 28
221,135 271,499
206,736 259,303
14,399 12,196
221,135 271,499
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Interim Condensed Consolidated Statement of Financial Position

0, 1 R e R e . |

30 June 2022 202200 60 300

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

Derivative financial instruments

Other financial assets

Restricted bank deposits

Cash and bank balances

Total current assets

CURRENT LIABILITIES

Trade and bills payables

Other payables and accruals
Derivative financial instruments
Tax payable

Interest-bearing bank borrowings
Lease liabilities

Total current liabilities
NET CURRENT LIABILITIES

TOTAL ASSETS LESS CURRENT LIABILITIES

goooo
goooaon
goood
gopbogoo
goooaon
gooo
gopbogoo
goboan

gooooon

gooo

oo

gooo

goboan

gooooon
gooo

goboan

goooan

goooooo

gooooon

gopboogoon

gooo
gooooon
gooogooon
goboan
gooo
gooogoo
gooo

gopboogoo

gobooo

gooogooo

As at
O

30 June 31 December

Notes 2022 2021

20220 20210

oad 60 300 120 310
(Unaudited) (Audited)

gooooo ooooag

RMB’000 RMB’000

ooooo ooooao

O 8 1,680,418 1,699,637
538,177 519,306

9,092 7,591

O 43,544 59,048
9 2,790,812 2,698,642

69,000 91,200

5,897 6,355

5,136,940 5,081,779

437,426 768,105

9 89,931 65,598

10 272,083 248,137

ooooag

146,086 107,641

17,970 —

— 72,000

209,296 256,490

802,898 531,835

1,975,690 2,049,806

oooag 11 811,144 1,253,354
gooagd 227,115 302,088
— 7172

— 618

1,653,381 1,299,529

2,586 —

2,694,226 2,862,761
(718,536) (812,955)

O 4,418,404 4,268,824
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Interim Condensed Consolidated Statement of Financial Position
[ M = 1] [ S [, [

380 June 2022 2022 60 3001

As at

30 June 31 December
Note 2022 2021
20220 20210
oo 60 300 120 310
(Unaudited) (Audited)
opooooo opoood
RMB’'000 RMB’'000
ooooo ooooo
NON-CURRENT LIABILITIES opooog
Interest-bearing bank borrowings gooodo 300,000 379,639
Lease liabilities gooa 10,503 —
Total non-current liabilities goooooad 310,503 379,639
Net assets ood 4,107,901 3,889,185
EQUITY oo
Equity attributable to owners oftheparent OOOOOODOO0OO
Share capital oo 12 69 69
Treasury shares held under share goooooooooo
award scheme oooo (8,981) o
Reserves oo 3,893,062 3,679,764
3,884,150 3,679,833
Non-controlling interests goood 223,751 209,352
Total equity opooo 4,107,901 3,889,185
Zhang Jiawang Zhang Ping
o000 oo
Director Director
oo oo
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Interim Condensed Consolidated Statement of Changes in Equity
B (] S B (R TR (] < |

For the six months ended 30 June 2022 [J [J 20221 60 300 [0 [0 [J [J

Attributable to owners of the parent

pooooooo
Fair value
reserve of
financial
assets at fair
value through
Share other Exchange Non-
Share Treasury Share  Contributed option  comprehensive Reserve  fluctuation Retained controlling
Notes capital shares premium surplus reserve income funds reserve profits interests
oooooo
oooooo
poooo 0ooo
0o 00 oooo gooo gooon  0O0Oooo ooooo 0ooo 0o 0ooo 00 00000 oooo
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMBI000 RMB000 RMB'000
poooo  ooobo  oOoDOOD  ©0OODOO  OOOOO poooo  ooooo  ooooo  ooooo  ooooOD ooOOODO OOOOO
At 1 January 2022 (audited) 02220101@0000 69 = 2434970 491,077 95,558 12,038 608,033 16,316 2,112 3679833 209,352 3,889,185
Profit for the period oooo = = = = = = = = 208,843 208,843 14399 243242
Other comprehensive income poooooooo
for the period:
Changes in fair value of equity poooon
investments at fair value goooooo
through other comprehensive oooooooooo
income, net of tax pooo - - - - - (22,200) - - - (22,200) - (22,200)
Exchange differences ontranslation 00000000
of foreign operations ooooo = = = = = = = (] = 3 = 3
Total comprehensive income oooooooo
for the period = = = = = (22,200) = 9% 208,843 206,736 14399 221,135
Share purchases for goooopooooo
Share Award Scheme 13 = (8981) = = = = = = = (8981) = (8.981)
Share Award Scheme oooooo 13 = = = 6,562 = = = = 6,562 = 6,562
Transfer from retained profits ooooooo _ _ _ _ _ _ 330 _ (3309 _ _ _
At 30 June 2022 (unaudited) 022206030000000 69 (8981)  2434970° 491077 102,120° (10.162F  611,33¢° 16,409 47312 3884150 223751 4107901
L Less than RMB1,000.
* gooDboi100000
# These reserve accounts comprise the consolidated reserves of RMB3,893,062,000 (31 December 2021:RMB3,679,764,000) in the condensed

consolidated statement of financial position.
# 000000000000 0000000D000D00D00 3,893,062,0000020210 120 3100000 3,679,764,0000 (T
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Interim Condensed Consolidated Statement of Changes in Equity
A P = . - [, [

For the six months ended 30 June 2022 [J [J 2022[J 60 300 00 00

Attributable to owners of the parent

goooooono
Share Exchange Non-
Share Share  Contributed option Reserve  fluctuation Accumulated controlling Total
capital premium surplus reserve funds reserve losses Total interests equity
oo oooao oooo  ooooo 0000 ooDooo oooo 00 DOooo oooo
RMB'000 RMB'000  RMB'000 RMB'000 RMB'000 RMB000  RMB'000 RMB000  RMB'000 RMB'000
goooo 00000 0OoOooo 0oooo 0DOoooo goooo Oooooo goooo ooooo ooooo
At 1 January 2021 (audited) 0202101010
oooog 69 2434970 491,077 95,558 541771 16,966 (383679) 3196732 202,794 3419526
Profit for the period oooo o o = = = = 259275 259,275 12,19 271471
Exchange differences pooooooao
on translation ooooo
of foreign operations - - - - - 28 - 28 - 28
Total comprehensive income pooooooo
for the period - - - - - 28 259275 259,303 12,196 271499
At 30 June 2021 020210 60 300
(unaudited) oooooo 69 2434970 491,077 95,558 541771 16,994 (124404)  3456,035 234990 3,691,025
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Interim Condensed Consolidated Statement of Cash Flows
B AR SR P TSECE E]

For the six months ended 30 June 2022 [ [0 20220603000 000

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 investments
in an associate
Gain on deemed disposal of investments
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
Impairments of property, plant and equipment
Provision for litigations and claims
Share award expenses
Impairments of receivables
Write-down of inventories to net realisable value
Foreign exchange losses/(gains), net

Decrease in inventories
Increase in biological assets - current
Increase in trade receivables
Increase/(decrease) 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

oopboooogooo
goboon
ooo
gobooobooon
gooo
gooo
gopboooood
goboobooooboao
gooo
ooboooooooobooo
gooo
gobooooboon
gooogooon
goboobood

gobooooboobbooon

goboooboon
gooogoon
gopoogoo
goboaon
gobooooboon
oooomoomad

gooo
goboooboan
gooooboo
oopbooboogoooo
obobooomoogd
ogooooboan
ooooobboooboon
goboooboooboon

oooboooo
gooo
gooaono

oopbooobooooog

2022 2021
20220 2021101
(Unaudited) (Unaudited)
gooooo gooooo
RMB’000 RMB’000
gpoooo goood
243,242 271,702
197,169 154,900
(6,889) (7,264)
10,037 31,108
11,180 13,271
(25,741) —
— (1,856)
53,100 52,719
1,142 865
410 223
1,151 4,392
= 1,427
50 —
6,562 —
— 7,328
= 11,585
(800) 1,101
490,613 541,501
330,679 264,476
(43,922) (67,818)
(23,946) (77,091)
(29,107) 4,974
117,194 192,664
(441,490) (509,255)
(9,315) (14,532)
390,706 334,919
6,552 7,978
(618) (231)
396,640 342,666
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Interim Condensed Consolidated Statement of Cash Flows

B B 8 = 1, B L

For the six months ended 30 June 2022 [ [0 20220060300 00 00O

CASH FLOWS FROM INVESTING ACTIVITIES
Interest received

oo0oooooooog
oooo
Purchases of items of property, Ooo0DOoOoooooooo

plant and equipment

Additions to right-of-use assets ogoooooo
Additions to other intangible assets ooooobDoo
Purchases of biological assets oopoooo

gobooboooooo
oobooboogoooo
gopboobobooobobooooboo

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 intangibleassets 00000000 O0ODOO0O
ooooooooooooan
Decrease in other financial assets-entrusted loans OO0 00000000000
ooooooooooooo
oooooooooooo

goboaon

Proceeds from disposal of a subsidiary

Increase in other financial assets-entrusted loans
Proceeds from partial disposal of investments in

an associate
Net cash flows used in investing activities ooDOoOonooooooo

CASH FLOWS FROM FINANCING ACTIVITIES
Dividends paid to non-controlling shareholders

gobooboogoon
ooboooboogoo
gopboooobogooo
gobooboooooo
oooooboan
gopboooo
gooao

New bank loans and other borrowings
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 o0000oO0oOoooodg

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

ooboobobooobooo
oobooboogoo
gobooboan

CASH AND CASH EQUIVALENTS ATENDOFPERIOD D OO ODOOOODOO

2022 2021
202211 202100
(Unaudited) (Unaudited)
gooooo gooooao
RMB’000 RMB’000
gpoooo goooad
337 —
(72,139) (67,185)
(22,058) (5,553)
(2,106) —
(10) (12)
(387,533) (289,277)
145,012 184,369
1,696 2,726
18 —
10,399 S
72,000 —
— (72,000)
30,065 800
(224,319) (246,132)
(51,300) —
1,138,600 1,563,100
(934,388) (1,157,174)
(2,736) —
(17,212) —
(35,116) (28,772)
97,848 377,154
270,169 473,688
531,835 327,651
894 (602)
802,898 800,737
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Notes to Interim Condensed Consolidated Financial Information

N, 81201l R g . |

1. BASIS OF PREPARATION

The interim condensed consolidated financial information for the six
months ended 30 June 2022 has been prepared in accordance with
IAS34 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 2021.

GOING CONCERN BASIS

The Group had net current liabilities of RMB718,536,000 as at 30 June
2022 (31 December 2021: RMB812,955,000). 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 facilities and cash flow
projections for the twelve months ended 30 June 2023, 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 consolidated financial statements on a going concern basis.

30 June 2022 20220 601 300

il L [

0020220 603000000000
goobooOoooooboooooon
o34 oogoooomononon
ooobobooooobooooooon
goobooooboooooob
obobO000020210 120 310
obooboooooooooooboon

ooooogd

000020220 60300000000
000000 718,536,000 20210
120 31000 0 0 812,955,000 1
ooobooobobooooooon
uooboooooobooooon
ooooooooooboooooan
oboobooooooooooobon

goobooooboooogoon
0020230603000120000
gooboobooobooboaoon
oooooOoooooboooooon
ooooobOOooooobogoon
uboooboooooon
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Notes to Interim Condensed Consolidated Financial Information
S S ] [ O [

30 June 2022 202200 600 300

2.

CHANGES IN ACCOUNTING POLICIES 2. JUOOOOOOO

AND DISCLOSURES

The accounting policies adopted in the preparation of the interim
condensed consolidated financial information are consistent with those
applied in the preparation of the Group’s annual consolidated financial
statements for the year ended 31 December 2021, except for the adoption
of the following revised International Financial Reporting Standards
(“IFRSs”) for the first time for the current period’s financial information.

Amendments to IFRS 3 Reference to the Conceptual Framework

Amendments to IAS 16  Property, Plant and Equipment: Proceeds before
intended Use

Amendments to IAS 37  Onerous Contracts — Cost of Fulfilling a Contract
Annual Improvements ~ Amendments to IFRS 1, IFRS 9, lllustrative

to IFRS Standards Examples accompanying IFRS 16.and IAS 41
2018-2020

CHINA SHENGMU ORGANIC MILKLIMITED OO OO00OO0OO0ODOOOO

[]

oooooOoooooboooooon
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oooooOoooooboooooon
0020210 120310000000
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ugooboobod gooooo
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Oie0dood ooooooo
oooooo
oooooo ooooooon
g37zoood oo
ooooooon ooooooon
20180 [J gbooigo
202000 0 O gooooo
ooooo gooogn
gooooo
obolenbgn
gbooobooo
gbo4100
oo



Notes to Interim Condensed Consolidated Financial Information
T S I ol s [T (A ] ]

30 June 2022 20220 60J 300

2. CHANGES IN ACCOUNTING POLICIES 2. ODOOUOOOOOO
AND DI SC LOSU R ES (continued)

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

@)

Amendments to IFRS 3 replace a reference to the previous
Framework for the Preparation and Presentation of Financial
Statements with a reference to the Conceptual Framework for
Financial Reporting issued in March 2018 without significantly
changing its requirements. The amendments also add to IFRS
3 an exception to its recognition principle for an entity to refer
to the Conceptual Framework to determine what constitutes an
asset or a liability. The exception specifies that, for liabilities and
contingent liabilities that would be within the scope of IAS 37 or
IFRIC 21 if they were incurred separately rather than assumed in a
business combination, an entity applying IFRS 3 should refer to IAS
37 or IFRIC 21 respectively instead of the Conceptual Framework.
Furthermore, the amendments clarify that contingent assets do
not qualify for recognition at the acquisition date. The Group has
applied the amendments prospectively to business combinations
that occurred on or after 1 January 2022. As there were no
contingent assets, liabilities and contingent liabilities within the
scope of the amendments arising in the business combination
that occurred during the period, the amendments did not have any
impact on the financial position and performance of the Group.

Uooo

ooobobOoooooboooooon
gooo

(@ ODODODODOOOOO3DO0OO
goboz20180300040L
ooooooooooooon
ooooooooooonnong
gooobooooooooobo
gooobooooooobooo
g30oooooooooog
gooobboooooooo
gooobbooooooooao
goooboboooooooboo
g3rooooobogoooonog
gbob21000000000
gooobboooooobooo
goooobooooooobo
gooooboboooos3gnd
goooboooboooobaoasr
gooobboooooooo
21 000000000000
gooboooooooobooo
gooooboboooooooo
ogooboo0oo0go0ez0220101
gooobbooooooobooo
gooobboooooooo
gooobboooooooboo
gooobboooooooboo
gooobboooooooo
ao
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Notes to Interim Condensed Consolidated Financial Information
S S ] [ O [

30 June 2022 20220 607 300

2. CHANGES IN ACCOUNTING POLICIES
AND DI SC LOSU R ES (continued)

The nature and impact of the revised IFRSs are described below:
(continued)

(b)

Amendments to IAS 16 prohibit an entity from deducting from the
cost of an item of property, plant and equipment any proceeds from
selling items produced while bringing that asset to the location
and condition necessary for it to be capable of operating in the
manner intended by management. Instead, an entity recognises
the proceeds from selling any such items, and the cost of those
items, in profit or loss. The Group has applied the amendments
retrospectively to items of property, plant and equipment made
available for use on or after 1 January 2021. Since there was no
sale of items produced while making property, plant and equipment
available for use on or after 1 January 2021, the amendments did
not have any impact on the financial position or performance of the
Group.

Amendments to IAS 37 clarify that for the purpose of assessing
whether a contract is onerous under IAS 37, the cost of fulfilling
the contract comprises the costs that relate directly to the contract.
Costs that relate directly to a contract include both the incremental
costs of fulfilling that contract (e.g., direct labour and materials)
and an allocation of other costs that relate directly to fulfilling that
contract (e.g., an allocation of the depreciation charge for an item
of property, plant and equipment used in fulfilling the contract as
well as contract management and supervision costs). General and
administrative costs do not relate directly to a contract and are
excluded unless they are explicitly chargeable to the counterparty
under the contract. The Group has applied the amendments
prospectively to contracts for which it has not yet fulfilled all its
obligations at 1 January 2022 and no onerous contracts were
identified. Therefore, the amendments did not have any impact on
the financial position or performance of the Group.

CHINA SHENGMU ORGANIC MILKLIMITED OO OO00OO0OO0ODOOOO
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Notes to Interim Condensed Consolidated Financial Information
T S I ol s [T (A ] ]

30 June 2022 20220 60J 300

2. CHANGES IN ACCOUNTING POLICIES 2. ODOOUOOOOOO
AND DI SC LOSU R ES (continued)

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

(continued)

(d)  Annual Improvements to IFRS Standards 2018-2020 sets out
amendments to IFRS 1, IFRS 9, Illustrative Examples accompanying
IFRS 16, and IAS 41. Details of the amendments that are applicable
to the Group are as follows:

IFRS 9 Financial Instruments: clarifies the fees that an entity
includes when assessing whether the terms of a new or
modified financial liability are substantially different from
the terms of the original financial liability. These fees include
only those paid or received between the borrower and the
lender, including fees paid or received by either the borrower
or lender on the other’s behalf. The Group has applied the
amendment prospectively to financial liabilities that are
modified or exchanged on or after 1 January 2022. As there
was no modification of the Group’s financial liabilities during
the period, the amendment did not have any impact on the
financial position or performance of the Group.

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

Uooo

ooobobOoooooboooooon
ooomod

d 000

Oooooon2z2o180 0

zo0000000o000n0
gooobbooil1o0o0goao
gooobobooeobbOOoOoOon
gbobo0oleobgoooonog
goboo410000000
oobooboogo

a O

20220 1010000
gbooobooobobo
oooboooooog
opooooooboobog

goooooooon
oooooogogog
ooooocoooogno
gooooooboooon
ooooooooooon
oboboooobon
gooooooboooon
oboobooooogoon
ooooocoooogno
oboboooooaon
ooooooooooon
O
O
0
O
O

ooobooooooo

oooobooboooogoon

a O

goooooonien
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Notes to Interim Condensed Consolidated Financial Information

OB B 8 S T, = ] L

30 June 2022 202200 600 300

3. REVENUE

An analysis of revenue is as follows:

3. ogn

oooooobooon

For the six months ended 30 June
O0e0 3000000

2022 2021
20220 20210
RMB’000 RMB’000
ooooad goooaa
(Unaudited) (Unaudited)
gooooo goooao

Revenue from contracts with customers O0o0o0o0O0oOooooa

1,548,581 1,446,189

DISAGGREGATED REVENUE INFORMATION FOR REVENUE FROM
CONTRACTS WITH CUSTOMERS

googboooboobooboon
goooo

For the six months ended 30 June
O0ed 3000000

2022 2021
20220 20210
RMB'000 RMB’000
ooooo ooooo
(Unaudited) (Unaudited)
oooooo oooood

Type of goods or services goonoogooo
Sale of goods gooo
Geographical market gooo
Mainland China gooo
Timing of revenue recognition goonoogno
At a point in time gooodo

1,548,581 1,446,189
1,548,581 1,446,189
1,548,581 1,446,189
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Notes to Interim Condensed Consolidated Financial Information
T S I ol s [T (A ] ]

30 June 2022 202200 601 300

4. O0OOOO

ooobooOooooobooomoon
ooooobooog

4. PROFIT BEFORE TAX

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

For the six months ended 30 June
O0ed 3000000

2022 2021
20220 20210
RMB’000 RMB’'000
ooooao ooooo
(Unaudited) (Unaudited)
ooooog oooooo
Cost of inventories sold gooooa 1,035,817 898,899
Loss arising from changes in fair value goboooobooon 197,169 154,900
Depreciation of items of property, gopoodoooono
plant and equipment oo 53,100 52,719
Depreciation of right-of-use assets gooogooon 1,142 865
Amortisation of other intangible assets gopooood 410 223
Research and development costs gooa 3,149 2,936
Minimum lease payments under obobooboo
operating leases oooooo 8,338 1,303
Auditor’s remuneration gopbooo 480 480
Impairment losses on financial and goboooobogo
contract assets, net: ooooo
Impairment of trade receivables oo0oOooooa — 7,328
Impairment of contract assets ooooon 398 (537)
Write-down of inventories to gopooooooono
net realisable value — 11,585
Impairment losses of property, gobooooboog
plant and equipment oooo — 1,427
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Notes to Interim Condensed Consolidated Financial Information
S S ] [ O [

30 June 2022 202200 600 300

5. INCOME TAX EXPENSE 5. ogoong

For the six months ended 30 June
O0ed 3000000

2022 2021
20220 20210
RMB'000 RMB’000
ooooo ooooo
(Unaudited) (Unaudited)
oooooo oooood

Current - the PRC gooooad = 231
Total tax expense for the period opopoooooo = 231
6. DIVIDENDS 6. 00O
The directors did not recommend the payment of any interim dividend for 000000000 2022060 300
the six months ended 30 June 2022 (30 June 2021: nil). 00000000000 0Od20210 6
0300000m™
7. EARNINGS PER SHARE 7. Jdooduooao
ATTRIBUTABLE TO ORDINARY Oodooood
EQUITY HOLDERS OF THE PARENT
The calculation of the basic earnings per share amount is based on the oooooDooooooooooon
profit for the period attributable to ordinary equity holders of the parent, O000OD0O0oOoOoooooOooon
and the weighted average number of ordinary shares of 8,380,577,000 0o0ooooodooo 8380577,000
(2021: 8,381,295,000) in issue during the period, as adjusted to reflect the (1120210 0 8,381,295,0000 (I OO
rights issue during the period. o0o0OoO0oDOoOoooooo
The calculation of the diluted earnings per share amount is based on the oooooDooooooooooon
profit for the period attributable to ordinary equity holders of the parent. O00DOOoOO0OooDOOoOooogoon
The weighted average number of ordinary shares used in the calculation gooooOoooOoOOoOODODOOD
is the number of ordinary shares of 8,380,577,000 (2021: 8,381,295,000) 00000000 8s380577,0000
in issue during the period. There has no dilutive impact on potential 020210 08,381,295,0000 (0 000
ordinary shares. oooooooooo
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30 June 2022 202200 601 300

EARNINGS PER SHARE
ATTRIBUTABLE TO ORDINARY
EQUITY HOLDERS OF THE PARENT

(continued)

The calculations of basic and diluted earnings per share are based on:

7.

[0 [ e e A =5
000000 0ooo

ooooObO0o0ooo0ooboooooon

ooo

For the six months ended 30 June
Ooed 3000000

2022 2021
20220 20210
RMB’000 RMB’'000
ooooo ooooo
(Unaudited) (Unaudited)
gooood gooooad
Earnings oo
Profit attributable to ordinary equity gopoodoooooo
holders of the parent oooooa 228,843 259,275
Number of shares
oooo
For the six months ended 30 June
gboeO30000O0OO
2022 2021
20220 20210
(Unaudited) (Unaudited)
ooooog oooooo
Shares oo
Weighted average number of ordinaryshares OO0O0O0000O0O0O0O
in issue during the reporting period used in oooOoobDogooo
the basic earnings per share calculation oo0o0o0o 8,380,577,000 8,381,295,000
Weighted average number of ordinaryshares 00000000000
in issue during the reporting period used in ooooooogoo
8,380,577,000 8,381,295,000

the diluted earnings per share calculation ooogo
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30 June 2022 202200 600 300

8.

PROPERTY, PLANT AND EQUIPMENT

During the six months ended 30 June 2022, the Group acquired assets
with a cost of RMB61,142,000 (30 June 2021: RMB30,707,000).

Assets with a net book value of RMB2,849,000 were disposed of by
the Group during the six months ended 30 June 2022 (30 June 2021:
RMB7,118,000), resulting in a net loss on disposal of RMB1,153,000 (30
June 2021: RMB4,392,000).

During the six months ended 30 June 2022, no impairment loss (30
June 2021: RMB1,427,000) was recognised for certain property, plant
and equipment. During the six months ended 30 June 2021, 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. The cash-generating unit mainly consists of property, plant
and equipment allocated to the other segments.

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.

CHINA SHENGMU ORGANIC MILKLIMITED OO OO00OO0OO0ODOOOO

g. Wuouoooag

0020220603000 00000
O000D00O 61,142,000 20210 6
g3o0000030707,0000 OO O
gooooo

002022060 3000000000
000000000000 2,849,000
Ob00020210 603000000
71180000 (D00 O0DOOOODOO
0 0 0115300020210 60 3000
000 4,392,0000 11

0020220 603000000000
Oo0ooooobOo0n0Om2o2:
ged3odon0nOOl4z7,0000 OO
000002021060 300000
gbooobooooobogoon
ooooOoO0oooooboooooon
goobooobobobbooooon
goobooooboooooob
oooooo

ooon

ooobooooooobooooooon
gooboooobobboooon
goooooooooOoODbODbDDD
obooooboooooobooooon
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30 June 2022 202200 601 300

9. U0 U Uroo

(A) 000000

opooooooooboooog
oooboOoOooooooboobooo
gooobboooooooo

9. B'OLOG'CAL ASSETS (continued)
(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

gobooboboooo

sale.

30 June 31 December

2022 2021

20220 20210

60 300 120 310

Head Head

O O
(Unaudited) (Audited)
goooogo ooooag

Milkable cows ooo 61,384 60,154
Heifers, calves and beef cattle Jdooooooag 69,418 62,364
130,802 122,518

(B) VALUES OF BIOLOGICAL ASSETS

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

() O0DODOOO

ooboooboooboon

30 June 31 December

2022 2021

20220 20210

60 300 120 310

RMB’000 RMB’000

goood ooooo
(Unaudited) (Audited)
oooooo goood
Milkable cows ooo 1,866,599 1,849,254
Heifers, calves and beef cattle oooooooono 1,014,144 914,986
2,880,743 2,764,240
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30 June 2022 202200 600 300

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

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
the recent valuation experience in the valuation of biological assets.

The valuation techniques and principal valuation assumptions
used in the determination of the fair value of dairy cows and cows
held for sale are consistent with those set out in the Group’s 2021
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:

9. U0 U Uzao

() DODOODmoOO

gooobobooooooooo
goooOboOooooooobooo
MmooooOoOoooooooon
gooobooooooooo
gooobbooooooobooo
ooobobbooooooobooo

gobooboao

goobobbooooooobooo
gooobbooooooooo
goz2021000000000

10000000

gooboooooboooooon

gbooooboon

Within 3 months 3000
4 to 6 months 40600
7 months to 1 year 7000103

30 June 31 December
2022 2021
20220 20210
60 300 120 310
RMB’000 RMB’000
goooad googad

(Unaudited) (Audited)

gooooo gooogd
271,199 242,301

= 5,088

884 748
272,083 248,137
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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:

T, T e 1=

HRN

ooobobOoooooboooooon
goooooboogoooo

30 June 31 December
2022 2021
20220 20210
60 300 120 310
RMB’000 RMB’'000
ooooo ooooo
(Unaudited) (Audited)
oooooo ooood
1 to 3 months 10300 473,273 992,300
4 to 6 months 40 600 251,909 171,532
7 to 12 months 70 1200 70,637 68,999
1to 2 years 1020 15,153 16,943
2 to 3 years 20 30 165 505
Over 3 years 30gg 7 3,075
811,144 1,253,354
12. SHARE CAPITAL 12.0 0
SHARES
30 June 31 December
2022 2021
20220 20210
60 300 120 310
RMB’'000 RMB'000
ooooo ooooo
(Unaudited) (Audited)
gooooo opoood
Authorised: ood
30,000,000,000 ordinary shares of 30,000,000,0000 000 0O
HK$0.00001 each 0.00001000000
(2021: 30,000,000,000 ordinary shares of [J 20210 J 30,000,000,0000
HK$0.00001 each) gooooooo0l0noonoonog 236 236
Issued and fully paid: goooooo
8,381,295,229 (2021: 8,381,295,229) 8,381,295,229[11 20210 O
69 69

ordinary shares

8,381,295,2290 (0 O O
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13. Share Award Scheme 13- 8L FEEEREEE

60

On 19 April 2022 (the “Adoption Date”), the Company adopted a long-
term share award scheme (the “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.

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 be comprised of 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.

As of 30 June 2022, a total of 27,266,000 ordinary shares of the Company
were purchased from open market by the Trustee at a total consideration
of approximately HK$10,502,000 (equivalent to approximately
RMB8,981,000).

CHINA SHENGMU ORGANIC MILKLIMITED OO OO00OO0OO0ODOOOO

020220 401900000000 0O
gobobOoooboboooobodaoo
ooobOoOOooooooooon
goooooooooooooon
()oooooooooooooo
oopoOoo@oboooboOoOoooao
gooooboobooobooon
ooooOoOo@E)yooooooooo
ooooooooooboboooon
O000@GvyODODoODoDOoDOoDOoDoOo

obooboobooooooooooon
gbooboooooooooooobooon
gboooooooooooboaooboan
gbooboOonooooOoooobab
goboooboobobooobogob
oooboooobooooooOoooo
omobbOoooobo0oooooD
goboboooooboboomoboooon
oooobooOooooobooooon
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14. CONTINGENT LIABILITIES

@)

During the six months ended 30 June 2022, the Group provided
guarantees to banks in respect of the bank loans of Shengmu
Forage amounting to RMB171,303,000.

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 against Inner Mongolia Shengmu Hightech
Farming Co, Ltd. (0 00000000 OO0ODO) (“Inner Mongolia
Shengmu”), an indirect wholly-owned subsidiary of the Company,
and two of the Company’'s former directors concerning a claim
made by the plaintiff. Provision was made amounting to RMB49.2
million for the probable losses, which was reflected in the 2021
annual financial report, to the Group based on the reasonable
estimation of the outcome of the lawsuits after taking into account
the legal advice by the management. 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.
Inner Mongolia Shengmu had applied to the High People’s Court
of Inner Mongolia Autonomous Region for a second trial and no
adjudication has yet been made.

30 June 2022 20220 60J 300

14.0000

(@)

0020220 6030000000
goobobbooooooooo
oooobooooooobooo
171,303,00000 O

020210801600 0000
goooooOonooooom
gooobbooooooooo
gooobbooooooooo
tobboodooooooo
gooobooooooobooo
oo oooogooao
goobooboooooooboo
goobbobooooooooo
oodooooog49.20000
goooonoz02100000
gooboooooooobooo
0 20210 90 160 020210 10
0220000000202100
goobbobooooooooo
gooobbooooooooo
goboobooan
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30 June 2022 202200 600 300

15. COMMITMENTS

The Group had the following capital commitments at the end of the
reporting period:

15.0 0

gooooboboooboooboo

30 June 31 December

2022 2021

20220 20210

60 300 120 310

RMB’000 RMB’000

ooooo ooooo
(Unaudited) (Audited)
ogooooa ooooo

Contracted, but not provided for: gopoooooad
Land and buildings ooooao 9,135 2,590
16. RELATED PARTY TRANSACTIONS le.0 oo

(@ In addition to the transactions detailed elsewhere in this financial
information, the Group had the following transactions with related
parties during the period:

(@ OOOODOOOODOCODOO
gooooboooooooobooao
goboooon

For the six months ended 30 June
OO0ed 3000000

2022 2021
20220 20210
RMB'000 RMB’000
ooooo ooooo
(Unaudited) (Unaudited)
oooooo oooood

Associates: ooodono
Purchases of raw materials goooo — 21,061
Sales of goods oooo 30,927 24,544
Purchases of property, plant and oobDoooooono
equipment — 776
Affiliates of a substantial shareholder: ooooooogo
Sales of goods ogooa 1,416,360 1,297,906
Purchases of raw materials ooooo 46,844 43,776
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16. RELATED PARTY TRANSACTIONS

(continued)

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

16. 0 000 Uooo

(b)

ooboobooooboon

Short-term employee benefits
Pension scheme contributions

gooooo
goooooao

For the six months ended 30 June
OoOed 3000000

2022 2021
20220 20210
RMB’'000 RMB’000
ooooo ooooo

(Unaudited) (Unaudited)

gooooo gooogoo
4,565 3,015

101 103

4,666 3,118

(c)  Outstanding balances with related parties

(©

Amounts owed by/(owed to)
associates included in:

Trade receivables

Affiliates of substantial shareholders:

googooogood

gdomooogoog

gaoo

gobooo

googoogogn

Trade receivables

Trade payables

Prepayments, deposits and
other receivable

Other payables and accruals

gobooo
gopoooo

gobooobod

oooooo

gopboooboooo

gopboooboogoon

30 June
2022
202210
60 300

RMB’000
ogoooo
(Unaudited)
ogooooo

4,971

253,278
(2,579)

31,661
(33,794)

31 December
2021

20210

120 310
RMB’000

ooooao
(Audited)
ogoooo

5,695

216,472
(966)

32,192
(32,744)
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30 June 2022 202200 600 300

16. RELATED PARTY TRANSACTIONS 16.0 00 0 Oooo

(continued)

(c)  Outstanding balances with related parties (continued) (¢ ODDOOODOOOODOODOO
Trade receivables and trade payables with related parties have ooooboOooooooog
credit terms similar to those offered by/to third parties. obDOooOoOOoOo0oobDOoooo

godooooooobooooao
oo
17. FAIR VALUE AND FAIR VALUE 7. 000000000

HIERARCHY OF FINANCIAL Oodgo

INSTRUMENTS

The carrying amounts and fair values of the Group’s financial 000000 @ooooooooo

instruments, other than those with carrying amounts that reasonably o00o0@ooooooooog

approximate to fair values, are as follows:
Carrying amounts Fair values
ooo oono

30 June 31 December 30 June 31 December
2022 2021 2022 2021
20220 20210 20220 20210
60 300 120 310 60 300 120 310
RMB'000 RMB'000 RMB'000 RMB'000
ooooo ooooo ooooo ooooo
(Unaudited) (Audited) (Unaudited) (Audited)
oopoooo 00000 puugupupupupnl goonoo

Financial assets goon

Long-term receivables gooooo 5,897 6,355 5736 6,334

Financial liabilities oooo

Interest-bearing bank borrowings gooooo 1,953,381 1,679,168 1,928,233 1,649,205

Management has assessed that the fair values of cash and cash oooooooooooooooon

equivalents, pledged deposits, trade receivables, trade and bills payables, O00DOO0o0OOoOooooooooan

financial assets included in prepayments, other receivables and other OooCOooOoOoboOoooooooo
assets, and financial liabilities included in other payables and accruals oooooDooooooooooon
approximate to their carrying amounts largely due to the short-term O0o0bODoO0oOOoOoooooOooon
maturities of these instruments. 000DoDoOoOoooooooooo

gbooboooboooboooboo
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17. FAIR VALUE AND FAIR VALUE 17. 1AL ClEEs SRR
HIERARCHY OF FINANCIAL U000 Ozao
|NSTRUMENTS (continued)

FAIR VALUE HIERARCHY gooono
The following tables illustrate the fair value measurement hierarchy of O000ODOOO0O0OO0oO0oOoOooooo
the Group's financial instruments: oooono

Assets measured at fair value: O0oooOooooao

As at 30 June 2022 0 20220 60 300

Fair value measurement using
oooooooooooo
Significant Significant
observable  unobservable
inputs inputs
(Level 2) (Level 3)
goood gooogoo

gooo gooo
ooooaa ogoooao oo
RMB’000 RMB’000 RMB’000
ogoooo ooooo ogoooo
(Unaudited) (Unaudited) (Unaudited)
ogooooo ogooooo goooono

Unlisted investment, at fair value gooooooao
through other comprehensive income oo0oOooooooa — 69,000 69,000
Derivative financial instruments gooooa 17,970 — 17,970
17,970 69,000 86,970

66 CHINA SHENGMU ORGANIC MILKLIMITED OO OO00OO0OO0ODOOOO



Notes to Interim Condensed Consolidated Financial Information
T S I ol s [T (A ] ]
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17. FAIR VALUE AND FAIR VALUE

HIERARCHY OF FINANCIAL

IN STR U ME NTS (continued)
FAIR VALUE HIERARCHY (continued)

As at 31 December 2021

17.00
HRN

goooood

U0 UOooo

oo0oo0moo
0 20210 120 310

Fair value measurement using
goooooooobooa

Significant Significant
observable unobservable
inputs inputs
(Level 2) (Level 3) Total
ooooo oooooag
oooo oooag
ooood ooooo oo
RMB’'000 RMB’000 RMB’'000
ooooo ooooo ooooo
(Audited) (Audited) (Audited)
ooood ooooo oooog
Unlisted investment, at fair value O0oooooooao
through other comprehensiveincome O0OO0O00OO0O o 91,200 91,200
o 91,200 91,200

The movements in fair value measurements within Level 3 during the

period are as follows:

Unlisted investment, at fair value through
other comprehensive income

At 1 January

Total losses recognised in
other comprehensive income

At 30 June

gobooobooooboo

goodgoo
g1010

goboooobogo

goodgad

ged3on

2022
20220
RMB’000

ooooo
(Unaudited)
oooooo

91,200

(22,200)

gbooboooboooboooboo

2021
20210

RMB’000
gooan

(Audited)
ooooo

69,000
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17. FAIR VALUE AND FAIR VALUE

18.

HIERARCHY OF FINANCIAL
|NSTRUMENTS (continued)

FAIR VALUE HIERARCHY (continued)

Liabilities measured at fair value:

Ooon

oono

17.00000
oooon

oo0oooo
oooooooooo

Fair value measurement
using significant
observable inputs (Level 2)
ocooooooooooo
oooomooog

goooon
gooogo

Derivative financial instruments
Financial guarantee contracts

30 June 31 December
2022 2021
20220 20210
60 300 120 310
RMB’000 RMB’000
oooono ooodo
(Unaudited) (Audited)
oooooo ooood
— 7,172
1,750 1,777
1,750 8,949

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 2021: nil).

APPROVAL OF THE INTERIM
FINANCIAL INFORMATION

The unaudited interim condensed consolidated financial information was
approved and authorised for issue by the board of directors on 23 August
2022.

CHINA SHENGMU ORGANIC MILKLIMITED OO OO00OO0OO0ODOOOO
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obooooboo

1.0 000
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goo
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