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Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited take no 

responsibility for the contents of this announcement, make no representation as to its accuracy or completeness and 

expressly disclaim any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or 

any part of the contents of this announcement.

AUSNUTRIA DAIRY CORPORATION LTD
澳優乳業股份有限公司

(Incorporated in the Cayman Islands with limited liability)

(Stock code: 1717)

INTERIM RESULTS
FOR THE SIX MONTHS ENDED 30 JUNE 2018

FINANCIAL HIGHLIGHTS

Six months ended 30 June
2018 2017 Change

RMB’M RMB’M %

Revenue 2,582.4 1,702.9 51.6

Gross profit 1,197.6 713.0 68.0

Gross profit margin (%) 46.4 41.9 4.5 pps

Adjusted EBITDA* 412.1 250.7 64.4

Adjusted profit attributable to equity owners of the Company* 265.5 153.3 73.2

For the six months ended 30 June 2018 (the “2018 Interim Period”), Ausnutria Dairy Corporation Ltd (the 

“Company”) and its subsidiaries (collectively, the “Group”) recorded the followings:

• Revenue amounted to RMB2,582.4 million, representing an increase of RMB879.5 million or 51.6% from 

RMB1,702.9 million for the six months ended 30 June 2017 (the “2017 Interim Period”). Among which 

revenue derived from own-branded dairy business increased by 74.7% to RMB2,076.5 million.

• Gross profit amounted to RMB1,197.6 million, representing an increase of RMB484.6 million or 68.0% 

from RMB713.0 million for the 2017 Interim Period.

• Adjusted EBITDA* amounted to RMB412.1 million, representing an increase of RMB161.4 million or 

64.4% from RMB250.7 million for the 2017 Interim Period.

• Adjusted profit attributable to equity owners of the Company* for the 2018 Interim Period amounted to 

RMB265.5 million, representing an increase of RMB112.2 million or 73.2% from RMB153.3 million for 

the 2017 Interim Period.

* Adjusted for a one-off gain arising from the re-measurement of an asset and gain on the fair value change of a derivative financial 

instrument in the 2018 Interim Period
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The board (the “Board”) of directors (the “Directors”) of the Company is pleased to announce the unaudited 

financial results of the Group for the 2018 Interim Period together with the comparative figures for the 

corresponding period in the 2017 Interim Period.

The interim financial results are unaudited but have been reviewed by the audit committee of the Company.

INTERIM CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER 
COMPREHENSIVE INCOME
For the six months ended 30 June 2018

Six months ended 30 June

2018 2017

Notes RMB’000 RMB’000

(Unaudited) (Unaudited)

REVENUE 4 2,582,355 1,702,947

Cost of sales (1,384,805) (989,962)

Gross profit 1,197,550 712,985

Other income and gains 4 104,629 20,341

Selling and distribution expenses (696,554) (371,368)

Administrative expenses (176,350) (128,279)

Other expenses (17,133) (8,605)

Finance costs 6 (21,700) (9,029)

Share of profits and losses of:

A joint venture 1,033 –

Associates 2,636 5,828

Profit before tax 5 394,111 221,873

Income tax expense 7 (57,341) (53,869)

PROFIT FOR THE PERIOD 336,770 168,004

Attributable to:

Owners of the parent 327,329 153,282

Non-controlling interests 9,441 14,722

336,770 168,004

EARNINGS PER SHARE ATTRIBUTABLE TO 
ORDINARY EQUITY HOLDERS OF THE PARENT 

– basic and diluted 9

Basic

– For profit for the period (RMB cents) 25.92 12.28

Diluted

– For profit for the period (RMB cents) 25.60 12.22
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PROFIT FOR THE PERIOD 336,770 168,004

OTHER COMPREHENSIVE INCOME/(LOSS)
Other comprehensive income/(loss) to be reclassified to 

profit or loss in subsequent periods:

Exchange differences:

Exchange differences on translation of foreign operations (36,220) 15,353

Net other comprehensive income/(loss) to be reclassified to 

profit or loss in subsequent periods (36,220) 15,353

Other comprehensive income not to be reclassified to 

profit or loss in subsequent periods:

Remeasurement gains on the defined benefit plan – 355

Income tax effect – (133)

Net other comprehensive income not to be reclassified to 

profit or loss in subsequent periods – 222

OTHER COMPREHENSIVE INCOME/(LOSS) 
FOR THE PERIOD, NET OF TAX (36,220) 15,575

TOTAL COMPREHENSIVE INCOME FOR THE PERIOD 300,550 183,579

Attributable to:

Owners of the parent 286,142 168,847

Non-controlling interests 14,408 14,732

300,550 183,579

Six months ended 30 June

2018 2017

Notes RMB’000 RMB’000

(Unaudited) (Unaudited)
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
30 June 2018

30 June 31 December 

2018 2017

Notes RMB’000 RMB’000

(Unaudited) (Restated)

NON-CURRENT ASSETS
Property, plant and equipment 10 1,547,307 1,537,068

Prepaid land lease payments 27,536 27,960

Goodwill 273,885 155,596

Other intangible assets 372,460 330,027

Investment in a joint venture 11 – 43,122

Investments in associates 12 215,910 65,183

Deposit paid 13 – 58,543

Derivative financial instruments – 13,856

Deferred tax assets 167,538 170,692

Total non-current assets 2,604,636 2,402,047

CURRENT ASSETS
Inventories 14 1,292,833 1,083,385

Trade and bills receivables 15 301,874 225,412

Prepayments, deposits and other receivables 373,995 305,206

Derivative financial instruments 764 729

Pledged deposits 16 923,108 968,701

Cash and cash equivalents 16 713,077 635,650

Total current assets 3,605,651 3,219,083

CURRENT LIABILITIES
Trade payables 17 344,941 271,925

Contract liabilities 319,803 282,399

Other payables and accruals 1,014,612 918,679

Derivative financial instruments 1,381 1,592

Interest-bearing bank loans and other borrowings 1,611,031 1,158,040

Tax payable 133,076 130,605

Total current liabilities 3,424,844 2,763,240

NET CURRENT ASSETS 180,807 455,843

TOTAL ASSETS LESS CURRENT LIABILITIES 2,785,443 2,857,890
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30 June 31 December 

2018 2017

Notes RMB’000 RMB’000

(Unaudited) (Restated)

TOTAL ASSETS LESS CURRENT LIABILITIES 2,785,443 2,857,890

NON-CURRENT LIABILITIES
Interest-bearing bank loans and other borrowings 533,093 814,144

Defined benefit plan 6,251 6,374

Derivative financial instruments 18 221,981 –

Other long-term liability 2,576 –

Deferred tax liabilities 96,015 90,366

Total non-current liabilities 859,916 910,884

Net assets 1,925,527 1,947,006

EQUITY
Equity attributable to owners of the parent

Share capital 19 115,434 109,172

Reserves 1,668,345 1,631,319

1,783,779 1,740,491

Non-controlling interests 141,748 206,515

Total equity 1,925,527 1,947,006
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
30 June 2018

1. CORPORATE AND GROUP INFORMATION

The Company was incorporated as an exempted company with limited liability in the Cayman Islands on 8 June 2009. The registered 

office of the Company is located at Cricket Square, Hutchins Drive, P.O. Box 2681, Grand Cayman KY1-1111, Cayman Islands. The 

principal offices of the Group are located at (i) Unit 16, 36/F., China Merchants Tower, Shun Tak Centre, 168-200 Connaught Road 

Central, Sheung Wan, Hong Kong; (ii) 8th Floor, XinDaXin Building A, No. 168, Huangxing Middle Road, Changsha City, Hunan 

Province, the People’s Republic of China (the “PRC”); (iii) Dokter van Deenweg 150, 8025 BM Zwolle, the Netherlands; and (iv) 

25-27 Keysborough Avenue, Keysborough VIC 3173, Australia. The shares of the Company (the “Shares”) were listed on the Main 

Board of The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) on 8 October 2009. The Company and its subsidiaries 

are hereinafter collectively referred to as the Group.

The Company acts as an investment holding company of the Group. During the period, the Group is principally engaged in the 

research and development, production, marketing and distribution of dairy and related products and nutrition products to its 

worldwide customers, particularly in the PRC.

2. BASIS OF PREPARATION AND CHANGES TO THE GROUP’S ACCOUNTING POLICIES

Basis of preparation

The interim condensed consolidated financial statements for the six months ended 30 June 2018 have been prepared in accordance 

with the applicable disclosure requirements of Appendix 16 to the Rules governing the Listing of Securities on the Stock Exchange 

(the “Listing Rules”) and with International Accounting Standard (“IAS”) 34 Interim Financial Reporting  issued by the International 

Accounting Standards Board (“IASB”).

The interim condensed consolidated financial statements do not include all the information and disclosures required for annual 

financial statements, and should be read in conjunction with the Group’s annual financial statements for the year ended 31 December 

2017. The interim condensed consolidated financial statements are presented in RMB and all values are rounded to nearest thousand 

(RMB’000), except when otherwise indicated.

New standards, interpretations and amendments adopted by the Group

The accounting policies adopted in the preparation of the interim condensed consolidated financial statements are consistent with 

those followed in the preparation of the Group’s annual financial statements for the year ended 31 December 2017, except for the 

adoption of new standards and interpretations as of 1 January 2018 noted below. The Group has not early adopted any other standard, 

interpretation or amendment that has been issued but is not yet effective.

In the current interim period, the Group has applied, for the first time, the following new or revised standards (the “New or Revised 
IFRSs”) issued by the IASB.

IFRS 15 Revenue from Contracts with Customers

IFRS 9 Financial Instruments

Amendments to IFRS 2 Classification and Measurement of Share-based Payment Transactions

Amendments to IFRS 4 Applying IFRS 9 Financial Instruments with IFRS 4 Insurance Contracts

Amendments to IAS 28 Investments in Associates and Joint Ventures – Clarification that measuring 

investees at fair value through profit or loss is an investment-by-investment 

choice

IFRIC 22 Foreign Currency Transactions and Advance Consideration

Annual Improvements 2014-2016 Cycle Amendments to IFRS 1 and IAS 28
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The Group applies, for the first time, IFRS 15 Revenue from Contracts with Customers and IFRS 9 Financial Instruments that require 

restatement of previous financial statements. As required by IAS 34, the nature and effect of these changes are disclosed below.

Several other amendments and interpretations apply for the first time in 2018, but do not have an impact on the interim condensed 

consolidated financial statements of the Group.

IFRS 15 Revenue from Contracts with Customers

IFRS 15 supersedes IAS 11 Construction Contracts, IAS 18 Revenue and related Interpretations and it applies to all revenue arising 

from contracts with customers, unless those contracts are in the scope of other standards. The new standard establishes a five-step 

model to account for revenue arising from contracts with customers. Under IFRS 15, revenue is recognised at an amount that reflects 

the consideration to which an entity expects to be entitled in exchange for transferring goods or services to a customer.

The standard requires entities to exercise judgement, taking into consideration all of the relevant facts and circumstances when 

applying each step of the model to contracts with their customers. The standard also specifies the accounting for the incremental 

costs of obtaining a contract and the costs directly related to fulfilling a contract.

The Group adopted IFRS 15 using the full retrospective method of adoption. The effect of adopting IFRS 15 is, as follows:

Impact on the statement of financial position (increase/(decrease)) as at 31 December 2017:

RMB’000

Liabilities
Contract liabilities 282,399

Other payables and accruals (282,399)

Total current liabilities –

Total liabilities –

IFRS 9 Financial instruments

In July 2014, the IASB issued the final version of IFRS 9, bringing together all phases of the financial instruments project to 

replace IAS 39 and all previous versions of IFRS 9. The standard introduces new requirements for classification and measurement, 

impairment and hedge accounting. The Group adopted IFRS 9 from 1 January 2018. The Group has performed a detailed assessment 

of the impact of the adoption of IFRS 9, and concluded IFRS 9 does not have material impact on the Group’s interim condensed 

consolidated financial statements.

3. OPERATING SEGMENT INFORMATION

For management purposes, the Group is organised into business units based on their products and services and had two reportable 

operating segments during the period as follows:

(a) the dairy and related products segment comprises the manufacturing and sale of dairy and related products, particularly on 

formula milk powder products, to its worldwide customers; and

(b) the nutrition products segment comprises the manufacturing and sale of nutrition products (other than dairy related) to its 

customers principally in the PRC and Australia.

The management monitors the results of the Group’s operating segments separately for the purpose of making decisions about 

resource allocation and performance assessment. Segment performance is evaluated based on the reportable segment profit which 

is a measure of adjusted profit before tax. The adjusted profit before tax is measured consistently with the Group’s profit before 

tax except that interest income, finance costs as well as unallocated head office and corporate results are excluded from such 

measurement.

Segment assets exclude cash and cash equivalents and other bank deposits and pledged deposits as these assets are managed on a 

group basis.

Segment liabilities exclude interest-bearing bank and other borrowings as these liabilities are managed on a group basis.



8

 

Six months ended 30 June 2018 (unaudited)

Dairy and
related 

products
Nutrition
products Total

RMB’000 RMB’000 RMB’000

Segment revenue
Sales to external customers 2,529,817 52,538 2,582,355
Intersegment sales – – –

2,529,817 52,538 2,582,355
Reconciliation:

Elimination of intersegment sales –

Revenue from operations 2,582,355

Segment results 429,803 (15,164) 414,639
Reconciliation:

Interest income 12,857
Finance costs (21,700)
Corporate and other unallocated expenses (11,685)

Profit before tax 394,111

Other segment information
Impairment losses recognised in profit or loss 43,589 – 43,589
Share of profits and losses of a joint venture 1,033 – 1,033
Share of profits and losses of associates 2,636 – 2,636
Depreciation and amortisation 65,614 5,293 70,907
Capital expenditure* 207,244 2,951 210,195

As at 30 June 2018 (unaudited)
Segment assets 4,486,481 265,412 4,751,893
Reconciliation:

Elimination of intersegment receivables (177,791)
Corporate and other unallocated assets 1,636,185

Total assets 6,210,287

Segment liabilities 2,168,944 149,483 2,318,427
Reconciliation:

Elimination of intersegment payables (177,791)
Corporate and other unallocated liabilities 2,144,124

Total liabilities 4,284,760

Other segment information
Investments in associates 215,910 – 215,910



9

 

Six months ended 30 June 2017 (unaudited)

Dairy and

related 

products

Nutrition

products Total

RMB’000 RMB’000 RMB’000

Segment revenue
Sales to external customers 1,670,352 32,595 1,702,947

Intersegment sales – – –

1,670,352 32,595 1,702,947

Reconciliation:

Elimination of intersegment sales –

Revenue from operations 1,702,947

Segment results 246,700 (14,874) 231,826

Reconciliation:

Interest income 15,963

Finance costs (9,029)

Corporate and other unallocated expenses (16,887)

Profit before tax 221,873

Other segment information
Impairment losses recognised in profit or loss 3,327 – 3,327

Share of profits and losses of associates 5,828 – 5,828

Depreciation and amortisation 30,130 5,666 35,796

Capital expenditure* 268,749 362 269,111

As at 31 December 2017 (audited)
Segment assets 3,873,877 217,485 4,091,362

Reconciliation:
Elimination of intersegment receivables (74,583)
Corporate and other unallocated assets 1,604,351

Total assets 5,621,130

Segment liabilities 1,683,882 92,641 1,776,523

Reconciliation:
Elimination of intersegment payables (74,583)
Corporate and other unallocated liabilities 1,972,184

Total liabilities 3,674,124

Other segment information
Investment in a joint venture 43,122 – 43,122
Investments in associates 65,183 – 65,183

* Capital expenditure consists of additions to property, plant and equipment and intangible assets.
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Geographical information

(a) Revenue from external customers

Six months ended 30 June
2018 2017

RMB’000 RMB’000

(Unaudited) (Unaudited)

The PRC 1,866,386 1,162,583

European Union 287,503 312,371

Middle East 36,516 60,096

United States of America 63,270 55,895

Australia 125,369 40,411

New Zealand 18,841 –

Others 184,470 71,591

2,582,355 1,702,947

The revenue information is based on the locations of the customers.

(b) Non-current assets

30 June 31 December 

2018 2017

RMB’000 RMB’000

(Unaudited) (Audited)

The PRC 437,862 343,055

The Netherlands 1,325,955 1,352,371

Australia 511,944 365,646

New Zealand 161,337 170,283

2,437,098 2,231,355

The non-current assets information above is based on the locations of the assets and excludes deferred tax assets.

Information about a major customer

During the six months ended 30 June 2018, there was no revenue from a single external customer which accounted for 10% or more 

of the Group’s total revenue (six months ended 30 June 2017: Nil).
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4. REVENUE, OTHER INCOME AND GAINS

Revenue represents the net invoiced value of goods sold, after deduction of allowances for returns and trade discounts.

An analysis of revenue, other income and gains is as follows:

Six months ended 30 June

2018 2017

Notes RMB’000 RMB’000

(Unaudited) (Unaudited)

Revenue

Sale of goods 2,582,355 1,702,947

Timing of revenue recognition 
Goods transferred at a point in time 2,582,355 1,702,947

Other income and gains

Gain on re-measurement of previously held interest in a joint venture (i) 35,036 –

Gain on fair value changes of derivative financial instrument (ii) 26,778 –

Interest income 12,857 15,963

Government grants (iii) 12,529 3,014

Foreign exchange gains 3,310 –

Management fees income from an associate 61 148

Others 14,058 1,216

Total other income and gains 104,629 20,341

Notes:

(i) Details are set out in the “Management Discussion and Analysis” section under the heading “Ozfarm Acquisition” of this 

announcement.

(ii) Details are set out in the “Management Discussion and Analysis” section under the heading “HNC Group Acquisition” of this 

announcement.

(iii) Various government grants have been received for investments in Hunan province, the PRC where the Company’s subsidiaries 

operate. All these grants are related to expenses and there were no unfulfilled conditions or contingencies relating to these 

grants.
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5. PROFIT BEFORE TAX

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

Six months ended 30 June
2018 2017

RMB’000 RMB’000

(Unaudited) (Unaudited)

Cost of inventories sold 1,341,295 987,353

Write-down of inventories to net realisable value 43,510 2,609

Cost of sales 1,384,805 989,962

Depreciation 51,062 26,916

Amortisation of prepaid land lease payments 424 389

Amortisation of other intangible assets 19,421 8,491

Research and development costs 23,447 14,270

Minimum lease payments under operating leases 7,264 5,866

Foreign exchange differences, net (3,310) 1,121

Fair value gain on derivative instruments

– transactions not qualifying as hedges (24,107) (610)

Write-off of trade receivables 79 718

Auditor’s remuneration 3,610 3,382

Advertising and promotion expenses 335,168 165,181

Employee benefit expenses (including directors’ remuneration):

Wages, salaries and staff welfare 372,716 200,896

Equity-settled share option expense 1,409 3,994

Pension scheme contributions* 19,911 14,387

394,036 219,277

* At 30 June 2018, the Group had no forfeited contributions available to reduce its contributions to the pension schemes in 

future years (31 December 2017: Nil).

6. FINANCE COSTS

An analysis of finance costs is as follows:

Six months ended 30 June
2018 2017

RMB’000 RMB’000

(Unaudited) (Unaudited)

Interest on bank loans, overdrafts and other loans 18,829 11,304

Interest on finance leases 3,256 280

Total interest expense on financial liabilities not at fair value through profit or loss 22,085 11,584

Less: Interest capitalised – (1,790)

22,085 9,794

Other finance costs:

Unrealised gain on an interest rate swap (385) (765)

21,700 9,029
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7. INCOME TAX

Hong Kong profits tax has been provided at the rate of 16.5% on the assessable profits arising in Hong Kong during the six months 

ended 30 June 2018 (six months ended 30 June 2017: Nil).

Taxes on profits assessable elsewhere have been calculated at the rates of tax prevailing in the jurisdictions in which the Group 

operates. Under the PRC income tax laws, enterprises are subject to corporate income tax (“CIT”) at a rate of 25%. Under the 

Netherlands income tax laws, enterprises are subject to the Netherlands CIT rate of 20% for the first EUR200,000 taxable profits 

and 25% for taxable profits exceeding EUR200,000. Under the United States tax laws, enterprises are subject to the United States 

CIT rate of 21%. Under the Canada tax laws, enterprises are subject to the Canada CIT rate of 26.5%. Under the Australia tax laws, 

enterprises are subject to the Australia CIT rate of 30%. Under the New Zealand tax laws, enterprises are subject to the New Zealand 

CIT rate of 28%. Under the Taiwan tax laws, enterprises are subject to the Taiwan CIT rate of 17%.

Ausnutria Dairy (China) Co., Ltd. (“Ausnutria China”) and Hyproca Nutrition Co., Ltd. (“HNC”) were designated as High-tech 

Enterprises and were granted a preferential CIT rate of 15% for the three years ending 31 December 2019.

Six months ended 30 June
2018 2017

RMB’000 RMB’000

(Unaudited) (Unaudited)

Current charge for the period

Mainland China 57,707 75,743

The Netherlands 12,047 573

Hong Kong 1,864 –

Taiwan 228 –

Deferred income tax (14,505) (22,447)

Total 57,341 53,869

8. INTERIM DIVIDEND

The Board did not recommend the payment of any interim dividend for the six months ended 30 June 2018 (six months ended 30 

June 2017: Nil).

9. EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY EQUITY HOLDERS OF THE PARENT

The calculation of the basic earnings per share amount is based on the profit for the period attributable to ordinary equity holders of 

the parent and the weighted average number of ordinary shares of 1,262,763,359 (six months ended 30 June 2017: 1,247,732,530) in 

issue during the period.

The calculation of the diluted earnings per share amount is based on the profit for the period attributable to ordinary equity holders 

of the parent, adjusted to reflect the share option issued. The weighted average number of ordinary shares used in the calculation 

is the number of ordinary shares in issue during the period, as used in the basic earnings per share calculation, and the weighted 

average number of ordinary shares assumed to have been issued at no consideration on the deemed exercise or conversion of all 

dilutive potential ordinary shares into ordinary shares.
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Earnings

Six months ended 30 June

2018 2017

RMB’000 RMB’000

(Unaudited) (Unaudited)

Profit attributable to ordinary equity holders of the parent, 

used in the basic and diluted earnings per share calculation 327,329 153,282

Shares

Six months ended 30 June
2018 2017

RMB’000 RMB’000

(Unaudited) (Unaudited)

Weighted average number of ordinary shares in issue during the period 

used in the basic earnings per share calculation 1,262,763,359 1,247,732,530

Effect of dilution – weighted average number of ordinary shares:

Share options 16,106,954 6,444,651

1,278,870,313 1,254,177,181

10. PROPERTY, PLANT AND EQUIPMENT

During the six months ended 30 June 2018, the Group acquired assets with a cost of RMB36,616,000 (six months ended 30 June 

2017: RMB33,179,000), excluding property, plant and equipment acquired through the Second Ozfarm Acquisition (as defined 

below).

The net carrying amount of the Group’s fixed assets held under finance leases included in the total amount of machinery at 30 June 

2018 was EUR29,768,000 (equivalent to approximately RMB227,772,000) (31 December 2017: EUR30,875,000, equivalent to 

approximately RMB240,896,000).

Assets with a net book value of RMB526,000 were disposed by the Group during the six months ended 30 June 2018 (31 December 

2017: RMB189,000), resulting in a net loss on disposal of RMB85,000 (31 December 2017: RMB73,000).

At 30 June 2018, the Group had pledged the land and buildings, plant and machineries and construction in progress that were 

attributed to Ausnutria B.V. (formerly Ausnutria (Dutch) Holdings B.V.) and its subsidiaries and located in the Netherlands with 

net carrying amounts of EUR87,715,000 (equivalent to approximately RMB671,153,000) (31 December 2017: EUR20,216,000, 

equivalent to approximately RMB157,731,000) and EUR51,579,000 (equivalent to approximately RMB394,660,000) (31 December 

2017: EUR104,178,000, equivalent to approximately RMB812,828,000), respectively for the banking facilities granted to the Group 

for the financing of the Group’s daily working capital and capital expenditure plans. As at 31 December 2017, the Group also 

pledged the land and buildings in Australia with a carrying value of AUD6,600,000, equivalent to approximately RMB33,612,000, 

for the banking facilities granted to the operations of the Group in Australia. Such bank loans were repaid during the period and the 

corresponding pledge of the land and buildings in Australia was released during the period accordingly.

As at 30 June 2018, the Group’s land included in property, plant and equipment with a net carrying amount of EUR7,443,000 

(equivalent to approximately RMB56,950,000) (31 December 2017: EUR7,354,000, equivalent to approximately RMB57,378,000), 

AUD4,430,000 (equivalent to approximately RMB21,545,000) (31 December 2017: AUD4,430,000, equivalent to approximately 

RMB22,561,000) and NZD3,000,000 (equivalent to approximately RMB13,411,000) (31 December 2017: NZD3,000,000, equivalent 

to approximately RMB12,981,000) are situated in the Netherlands, Australia and New Zealand, respectively, and are held as freehold 

land.
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11. INVESTMENT IN A JOINT VENTURE

Balance as at 31 December 2017 represented the Group’s 50% equity interest in Ozfarm Royal Pty Ltd (“Ozfarm”). During the 

period, the Group acquired the remaining 50% equity interest in Ozfarm and Ozfarm is accounted for as a wholly-owned subsidiary 

of the Company thereafter.

Further details regarding the investment in Ozfarm are set out in the “Management Discussion and Analysis” section under the 

heading “Ozfarm Acquisition” of this announcement.

12. INVESTMENTS IN ASSOCIATES

During the period, the Group’s interest in a wholly-owned subsidiary (the “HQ Development Company”) was diluted to 51% 

subsequent to the subscription of 49% interest in the HQ Development Company by an independent property developer (the “HQ 
Land Development Partner”). The HQ Development Company is principally engaged in the development of two plots of land (the 

“HQ Land”) for the future headquarter of the Group. As the management and daily operations of the HQ Development Company 

are vested with the HQ Land Development Partner, the HQ Development Company was then accounted for as an associate of the 

Company. The increase in balance was mainly due to the inclusion of the interest in the HQ Development Company with the carrying 

value of RMB152,853,000 (31 December 2017: Nil) as at 30 June 2018.

13. DEPOSIT PAID

Balance as at 31 December 2017 represented deposit paid by the HQ Development Company for the purchase of the HQ Land. 

During the period, the Group entered into an agreement with the HQ Land Development Partner for the development of the HQ Land. 

Following the subscription of 49% interest in the HQ Development Company by the HQ Land Development Partner, the Groups’s 

interest in the HQ Development Company was diluted to 51% and the deposit paid was transferred to “Investments in associates” 

account during the period accordingly (note 12) .

Further details regarding the above are set out in the “Management Discussion and Analysis” section under the heading “Building the 

Group’s Headquarter in the PRC” of this announcement.

14. INVENTORIES

30 June 31 December 

2018 2017

RMB’000 RMB’000

(Unaudited) (Audited)

Raw materials 510,647 369,011

Finished goods 766,076 703,833

Others 16,110 10,541

Total 1,292,833 1,083,385

15. TRADE AND BILLS RECEIVABLES

30 June 31 December 

2018 2017

RMB’000 RMB’000

(Unaudited) (Audited)

Trade receivables 277,417 200,855

Bills receivable 24,457 24,557

Total 301,874 225,412

The Group normally allows a credit period from 1 to 12 months (31 December 2017: from 1 to 12 months) to certain customers. 

The Group seeks to maintain strict control over its outstanding receivables. Overdue balances are reviewed regularly by senior 

management. In view of the aforementioned and the fact that the Group’s trade receivables relate to a large number of diversified 

customers, there is no significant concentration of credit risk. Trade receivables are non-interest-bearing.
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An ageing analysis of the trade receivables of the Group as at the end of the reporting period, based on the invoice date and net of 

provisions, is as follows:

30 June 31 December 

2018 2017

RMB’000 RMB’000

(Unaudited) (Audited)

Within 3 months 228,933 187,246

3 to 6 months 40,276 7,413

6 months to 1 year 5,664 3,298

Over 1 year 2,544 2,898

Total 277,417 200,855

There was no provision for impairment as at 30 June 2018 (31 December 2017: Nil). The carrying amounts of the trade and bills 

receivables approximate their fair values.

16. CASH AND CASH EQUIVALENTS AND PLEDGED DEPOSITS

30 June 31 December 

2018 2017

RMB’000 RMB’000

(Unaudited) (Audited)

Cash and bank balances 487,147 398,361

Time deposits 1,149,038 1,205,990

1,636,185 1,604,351

Less: Pledged deposits (923,108) (968,701)

Cash and cash equivalents 713,077 635,650

As at 30 June 2018, the Group’s cash and bank balances denominated in RMB amounted to RMB238,221,000 (31 December 2017: 

RMB147,600,000). In addition, time deposits of the Group denominated in RMB amounted to RMB1,149,038,000 (31 December 

2017: RMB1,205,271,000). The RMB is not freely convertible in the international market. However, under Mainland China’s Foreign 

Exchange Control Regulations and Administration of Settlement, Sale and Payment of Foreign Exchange Regulations, the Group is 

permitted to convert RMB into other currencies through banks to conduct foreign exchange business.

Cash at banks earns interest at floating rates based on published daily bank deposit rates. The bank balances are deposited with 

creditworthy banks with no recent history of default.

17. TRADE PAYABLES

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

30 June 31 December 

2018 2017

RMB’000 RMB’000

(Unaudited) (Audited)

Within 12 months 343,929 271,326

Over 12 months 1,012 599

344,941 271,925

Trade payables are interest-free and are normally settled within 12 months (31 December 2017: within 12 months).
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18. DERIVATIVE FINANCIAL INSTRUMENTS

30 June
2018

31 December

2017

Notes RMB’000 RMB’000

(Unaudited) (Audited)

Subsequent HNC Consideration (as defined below) (i) 216,145 –

Subsequent Ozfarm Consideration (as defined below) (ii) 5,836 –

221,981 –

Notes:

(i) Details are set out in the “Management Discussion and Analysis” section under the heading “HNC Group Acquisition” of this 

announcement.

(ii) Details are set out in the “Management Discussion and Analysis” section under the heading “Ozfarm Acquisition” of this 

announcement.

19. SHARE CAPITAL

Shares

30 June 31 December 

2018 2017

HK$’000 HK$’000

(Unaudited) (Audited)

Issued and fully paid:

1,332,250,653 (31 December 2017: 1,256,061,530) ordinary shares of HK$0.10 each 133,225 125,606

A summary of movements in the Company’s share capital is as follows:

Number of 
shares 

in issue
Share 

capital
Notes RMB’000

At 1 January 2018 1,256,061,530 109,172

Share options exercised 12,915,000 1,052

Acquisition of non-controlling interests (i) 50,294,123 4,116

Acquisition of subsidiaries (ii) 12,980,000 1,094

At 30 June 2018 1,332,250,653 115,434

Notes:

(i) On 30 May 2018, 50,294,123 new ordinary shares of the Company were allotted and issued to satisfy the HNC Group 

Acquisition (as defined below), at each share price fair value of HK$9.68, amounting to HK$486,847,110 (equivalent to 

approximately RMB398,431,000).

(ii) On 26 June 2018, 12,980,000 new ordinary shares of the Company were allotted and issued to satisfy the Second Ozfarm 

Acquisition (as defined below), at each share price fair value of HK$8.58, amounting to HK$111,368,400 (equivalent to 

approximately RMB93,894,000).



18

 

20. EVENTS AFTER THE REPORTING PERIOD

Saved as disclosed elsewhere in this announcement, the Group has the following event which took place subsequent to the end of the 

reporting period.

Subsequent to the end of the reporting period, on 13 July 2018, the Group entered into a sale and purchase agreement with an 

independent third party (the “AJM Vendor”) in relation to the acquisition of the 50% equity interest in Ausnutria Joannusmolen B.V. 

(formerly Joannusmolen Nutrition B.V.) (“AJM”) for a consideration of EUR4.0 million (the “AJM Acquisition”).

The AJM Vendor and its associates (the “AJM Group”) was established in 1982 and is currently one of the Private Label (as 

defined below) customers of the Group since 2011. The principal activities of the AJM Group are the sale and marketing of 

nutrition products, particularly formula milk powder products and cereals under the brand name of Ekobaby  and Biobim with 

principal markets in Europe and the PRC. The purpose of the AJM Acquisition is to facilitate the extension of the Group’s sales and 

distribution network in Europe. The Company believes that the AJM Acquisition not only facilitates the Group’s presence in Europe, 

but also provides an immediate and well-established platform for the Group to launch its Kabrita  and other products in Europe.

The AJM Acquisition was completed on 13 July 2018. Since then, AJM is equally owned by the Group and the AJM Vendor, and 

become an associate of the Company as the management of AJM is vested with the AJM Vendor.
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW

The 2018 Interim Period is the beginning of the third year of the “Golden Decade” strategic plan of the Company. 

During the period, the Company continued to implement its strategic plans, including (i) increasing its effort on 

streamlining the global supply chain on formula milk powder products with its overseas factories located in the 

Netherlands, Australia and New Zealand; (ii) strengthening its global sales network, particularly in the PRC for 

own-branded cow and goat milk infant formula products and in the overseas for own-branded goat milk formula 

products; (iii) streamlining the operations of the overseas nutritional business to cater for the development in the 

PRC market; and (iv) increasing the investment in team building and human resources, in order to accommodate 

the long-term vision of the Group. The above steps continue paying off in terms of operation performance, product 

diversification and a strengthened business chain for the Group. In addition, the Group has achieved satisfactory 

results in developing its global market network and enhancing consumer services during the period.

For the 2018 Interim Period, the Group recorded a revenue of RMB2,582.4 million, representing an increase 

of RMB879.5 million, or 51.6%, when compared with the 2017 Interim Period. The performance of the own-

branded dairy business, one of the Group’s core operations, was particularly outstanding, with a recorded revenue 

of RMB2,076.5 million, representing an increase of RMB887.8 million, or 74.7% when compared with the 2017 

Interim Period and accounted for 80.4% (2017 Interim Period: 69.8%) of the total revenue of the Group. The 

Group’s profit attributable to ordinary equity owners of the Company increased by 113.5% to RMB327.3 million 

for the 2018 Interim Period. Excluding the Ozfarm One-Off Gain (as defined below) and the HNC FV Gain 

(as defined below) of a total of RMB61.8 million, the adjusted profit attributable to ordinary equity owners of 

the Company amounted to RMB265.5 million, representing an increase of RMB112.2 million, or 73.2% when 

compared with the 2017 Interim Period.

The dairy industry continues to be challenging during the 2018 Interim Period, in the form of tightened rules 

and regulations from governments, especially in the PRC, the Group’s principal market. Nevertheless, the Group 

achieved a continuous growth in both revenue and operating results for the 2018 Interim Period. The growth was 

mainly driven by:

(i) the growing market recognition of the Group’s own-branded formula milk products as a result of its 

persistent effort in building distribution channels and delivering quality products and consumer service;

(ii) the rising worldwide awareness for the Group’s own-branded goat milk formula products Kabrita  for its 

quality and high nutrition value;

(iii) the increase in production capacity following the commencement of production of the two new factories in 

the Netherlands and the acquisition of a factory in Australia; and

(iv) the ongoing enhancement of the Group’s management and operation efficiency.

Additionally, because of the stable growth in demand for infant formula in the PRC (attributable to the steady 

growth in newborns), and the increasingly high industry entry barriers that result from the PRC’s new regulations, 

the Company believes that the Group will continue to grow by leveraging on the above strategies and the stringent 

quality controls that have been established and implemented by the Group over the years.
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Formula Milk Powder Business

(A) Own-branded Cow Milk Formula

Since 2014, the Group has adopted the multi-branding strategies by establishing a number of business 

units (the “BUs”) for the marketing and distribution of formula milk powder products that are produced in 

different formula, milk source and hence price range in order to meet the wide range of different demands 

from the consumers in the PRC. Each of the BUs has a unique vision and marketing strategy since their 

respective dates of establishment in order to effectively penetrate into the different market segments in the 

PRC. For the 2018 Interim Period, the formula milk powder products distributed by the Group in the PRC 

are mainly produced by the Group with factories located in the Netherlands, New Zealand, Australia and the 

PRC. The Board believes that the above strategies will facilitate the steady, long term growth of the Group.

Over the years, the Group invested billions of Renminbi for building its global upstream production 

facilities. The Company believes that the Group is one of the very few players in the PRC market that 

possesses the entire business chain with sourcing of milk supply, research and development  (“R&D”),  

production facilities based in overseas and an extensive firmly-established distribution network in the PRC. 

The Group has gradually turned from an asset light enterprise to a group which now owns over RMB1.5 

billion (31 December 2017: RMB1.5 billion) in property, plant and equipment and will have ten factories 

located over the globe by the end of 2018. The Company believes such strategical moves is an important 

milestone as it enables the Group to control the entire production process and hence to implement effective 

controls on the quality of the products that are produced by the Group. The Company believes effective 

internal control on the quality of the products is very crucial for its long term success.

For the 2018 Interim Period, sales of own-branded cow milk formula products amounted to RMB1,168.7 

million, representing an increase of RMB521.3 million, or 80.5% as compared with the 2017 Interim Period.

(B) Own-branded Goat Milk Formula

The Group’s goat milk infant formula is marketed under the brand name of Kabrita . During the 2018 Interim 

Period, sales of Kabrita  continued to be promising. In particular, it continues to be ranked as the number one 

imported goat milk infant formula in the PRC, accounting for 66.6% (2017 Interim Period: 38.0%) of total 

imported volume.

All Kabrita  products are manufactured by the production facilities of the Group in the Netherlands since 

their launch in 2011. The continuous success in Kabrita  is mainly attributable to (i) the effective and 

innovative marketing strategy launched by the Group; (ii) the excellent research and product development 

contributed by the joint efforts of the Group and some renowned scientific institutions; (iii) the well-

established distribution network built up by the Group over the years; (iv) the increasing market recognition 

of the higher nutritional value of goat milk formula and the fact that it is more easily digested than cow 

milk formula; (v) the well-established supply network, which enables the Group to secure all the major 

ingredients (particularly goat whey) for the production of Kabrita ; and (vi) the geographical location of 

the Group’s manufacturing plants in the Netherlands, which enables ample supply of quality goat milk to 

support the unceasing growth of Kabrita .

For the 2018 Interim Period, sales of Kabrita  in the PRC and overseas amounted to RMB796.0 million and 

RMB111.8 million, representing an increase of RMB346.3 million, or 77.0% and RMB20.2 million, or 

22.1%, respectively, when compared with the 2017 Interim Period.
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The presence of Kabrita  has expanded to sixty-six countries and regions during the 2018 Interim Period. 

The Group will continue to launch Kabrita in other countries and aim to become a global leader in goat milk 

infant nutrition products. This ambition will be facilitated by (i) studies and clinical trials conducted by the 

medical school of Peking University; (ii) clinical studies in Europe; (iii) in-house R&D in the Netherlands 

and North America, per the application for US Food and Drug Administration approval; and (iv) continuous 

development and launch of upgraded new goat milk related nutrition products. As it is anticipated that more 

markets will recognise the nutritional value and superior quality of Kabrita , business of the Group will 

expand.

In order to sustain the long term growth and development of goat milk related nutrition products, in 

particular Kabrita , on 28 February 2018, the Group acquired the remaining 44% equity interest in Holland 

Goat Milk B.V. (formerly Hyproca Goat Milk B.V.) (“HGM”) from Farmel Holding B.V. (“Farmel”), an 

associate of the Company, and an independent party at a total consideration of EUR7.0 million (equivalent 

to approximately RMB53.9 million). The purpose of the acquisition is to further strengthen the control and 

strategic position of the Group on the supply of quality goat milk in the Netherlands. HGM was established 

in the Netherlands and was beneficially owned by the Group, Farmel and an independent party as to 56%, 

22% and 22% respectively. The principal activity of HGM is souring goat milk, and all the goat milk 

consumed by the Group is provided by HGM. The acquisition was completed on 28 February 2018 and since 

then, HGM became a wholly-owned subsidiary of the Company.

As at 30 June 2018, HGM has entered into long term supply contracts with 55 goat milk farmers in the 

Netherlands and the total goat milk delivered by these farmers was approximately 70 million kilograms, 

representing approximately 20% of the total goat milk produced in the Netherlands, for the 2018 Interim 

period. Besides, the Group has also entered into sole distribution agreements with a number of reputable 

dairy or food factories in the Netherlands for the stable supply of certain key ingredients for the production 

of goat milk related nutrition products by the Group. The Company will continue to assess its leading 

worldwide position on the development of goat milk related nutrition products. 

(C) Private Label

Alongside the development of its own-branded dairy business, the Group also produces formula milk 

powder products for other worldwide customers on an original equipment manufacturing basis (the “Private 
Label”). For the 2018 Interim Period, sales of the Private Label business, which represented 7.4% (2017 

Interim Period: 14.0%) of the total revenue of the Group, decreased by 19.5% to RMB192.0 million. The 

decrease in sales of the Private Label business was due mainly to a higher proportion of the production 

capacity and resources being allocated to serve the Group’s own-branded dairy business, which recorded an 

increase in sales by 74.7% during the 2018 Interim Period.

Nevertheless, the Company believes that the Private Label business will continue to be an important sector in 

these fast-growing times of the Group. In particular, with the completion of new factories in the Netherlands 

at the end of 2017 and the anticipated commencement of the production of the new factories in New Zealand, 

the Private Label business can help maximise the operation efficiency of production facilities, achieve 

economies of scale while simultaneously provide a reasonable return to the Group.
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Nutrition Business

The Group commenced its manufacturing, marketing and distribution of nutrition products through the acquisition 

of nutrition business in Australia in October 2016. It includes the development, manufacturing, packaging, and 

distribution of complementary medicine, nutritional and health care products, under the brand names of Nutrition 

Care  and Brighthope . It also includes the provision of contract manufacturing services in its facilities, which are 

Therapeutic Goods Administration (“TGA”) certified and located in Australia (the “Nutrition Business”). For the 

2018 Interim Period, revenue and operating performance derived from this sector amounted to RMB52.5 million 

(2017 Interim Period: RMB32.6 million) and loss attributable to the Company was RMB5.6 million (2017 Interim 

Period: RMB6.9 million).

The Group has been actively streamlining operations of the Nutrition Business and identifying the key and 

potential products to be introduced into and launched in overseas markets, particularly the PRC. The Group 

has launched a number of nutrition products including Gut Relief in late 2016 (Nutrition Care  brand), which 

has a beneficial effect on the gastrointestinal tract, and Soforla in late 2017, a supplement that resolves lactose 

intolerance in infants. Gut Relief is distributed mainly in the PRC through e-commerce platforms such as JD and 

Tmall, along with daigou. Soforla is distributed mainly through the Group’s existing channels of formula milk 

powder products. Total sales of Gut Relief and Soforla during the 2018 Interim Period amounted to RMB33.3 

million (2017 Interim Period: RMB3.6 million). As consumers in the PRC are becoming more health-conscious 

over time, the Group believes that the Nutrition Business will benefit from the increasing market demand of 

nutrition products by leveraging on its infrastructure and wide distribution network.

The Group plans to launch another two to three nutrition products, which mainly target to improve human digestive 

system, in the PRC during the second half of 2018.

In order to accommodate the vision set out by the Company, the Group has executed the following strategic steps 

during the 2018 Interim Period.

HNC Group Acquisition

On 14 February 2018, the Group entered into a sale and purchase agreement (the “HNC Purchase Agreement”) 

in relation to the acquisition of the remaining 15% equity interest (the “HNC Shares”) in Hyproca Nutrition 

(Hongkong) Company Limited and HNC (collectively, the “HNC Group”) (the “HNC Group Acquisition”). 

The HNC Group is principally engaged in the marketing and distribution of goat milk nutrition products, in 

particular under the brand name of Kabrita , in Hong Kong, Macau, and Mainland China. Pursuant to the HNC 

Purchase Agreement, the Group has conditionally agreed to acquire and the vendors (the “HNC Group Vendors”), 

who are all existing employees of the HNC Group, have conditionally agreed to sell the HNC Shares at a 

consideration based on 15% of 8.5 times the audited consolidated net profit of the HNC Group for the year ended 

31 December 2017 (the “Upfront HNC Consideration”). The consideration is subject to certain adjustments, 

based on the financial performance for the HNC Group for the three years ending 31 December 2018, 2019, and 

2020 (the “Subsequent HNC Consideration”). Both the Upfront HNC Consideration and the Subsequent HNC 

Consideration will be settled by the issue and allotment of Shares. In any case, the total consideration of the HNC 

Group Acquisition is capped at 80,174,000 Shares which is calculated at a maximum consideration amount of 

HK$400,870,000 at a price of HK$5.0 per Share pursuant to the HNC Purchase Agreement.
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As two of the beneficial owners of the HNC Group are connected persons of the Company by virtue of Rule 

14.A.07(1) of the Listing Rules, the entering into the HNC Purchase Agreement and the transactions contemplated 

thereunder constituted connection transactions for the Company, a circular regarding the HNC Group Acquisition 

was despatched to the shareholders of the Company (the ”Shareholders”) by the Company on 12 April 2018.

As the audited consolidated net profit of the HNC Group for the year ended 31 December 2017 amounted to 

approximately HK$197.2 million, a total of 50,294,123 Shares were issued and allotted to the HNC Group Vendors 

to settle the Upfront HNC Consideration. The Subsequent HNC Consideration (if any) is therefore limited to 

29,879,877 Shares accordingly and is to be paid out no later than twentieth business days following the date of 

the announcement of the Company’s annual results for the year ending 31 December 2020 pursuant to the HNC 

Purchase Agreement.

For the 2018 Interim Period, the turnover and profit after tax of the HNC Group continue to be promising and 

amounted to RMB814.6 million (2017 Interim Period: RMB454.6 million) and RMB126.9 million (2017 Interim 

Period: RMB81.3 million), respectively.

The HNC Group Acquisition was approved by the Shareholders at the extraordinary general meeting of the 

Company on 11 May 2018 and was completed on 30 May 2018. Since then, the HNC Group became a wholly-

owned subsidiary of the Company. The Subsequent HNC Consideration is classified as financial instrument and 

is measured at fair value through profit or loss. The gain arising from the change in fair value between the date of 

completion of the HNC Group Acquisition and the reporting date of RMB26.8 million (the “HNC FV Gain”) was 

included as “other income and gains” in the consolidated statement of profit or loss.

With the increasing recognition of the quality and high nutritional value of goat milk infant formula, Kabrita  

has progressed significantly and become a major engine for the Group’s business growth. Furthermore, the 

market share of Kabrita  has been ranked as the number one imported goat milk infant formula in the PRC for 

four consecutive years since 2014. The Company is of the view that Kabrita  will continue to grow steadily and 

contribute positively to the Group. 

The Company believes that the HNC Group Acquisition will enable the Group to further enhance its operating 

results and fully benefit from 100% of the cash flow and profits of the HNC Group. It will enable the Group to 

further increase its stake in the HNC Group, the operations of which the Group is familiar with through its existing 

85% equity interest therein. Finally, it will facilitate better implementation of the operating philosophies and 

strategies of the Company into the HNC Group for the vision of building Kabrita  to be ranked as the global number 

one brand of goat milk infant formula, create better synergy with the Group as a whole, and hence improve the 

operational efficiency.

Further details regarding the HNC Group Acquisition are set out in the announcement and circular of the Company 

dated 14 February 2018 and 12 April 2018, respectively.
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Ozfarm Acquisition

Ozfarm was founded in 1998 in Australia and is principally engaged in the infant formula and nutrition business, 

operates on formula milk products for infant, children, pregnant mothers and elderlies under its own brand name 

Oz Farm®.

In July 2017, the Group completed the acquisition of certain of the existing shares in Ozfarm from two 

independent parties (the “Ozfarm Vendors”) and the subscription for certain of the new shares in Ozfarm which, 

in aggregate, represent 50% of the enlarged share capital of Ozfarm (the “First Ozfarm Acquisition”) for a total 

cash consideration of AUD11.0 million (equivalent to RMB56.4 million). Since then, Ozfarm is equally owned by 

the Group and the Ozfarm Vendors, and became a joint venture of the Company.

On 1 June 2018, the Group entered into a share purchase deed with the Ozfarm Vendors, pursuant to which the 

Group agreed to purchase and the Ozfarm Vendors agreed to sell the remaining 50% interest in Ozfarm at a 

consideration of HK$129.8 million (equivalent to approximately AUD21.8 million), by the issue and allotment 

of 12,980,000 Shares at a share price of HK$10.0 each by the Company to the Ozfarm Vendors, (the “Upfront 
Ozfarm Consideration”). Pursuant to the share purchase deed, the consideration is subject to an adjustment, 

to be determined based on the financial performance of Ozfarm for the two years ending 31 December 2020 

and 2021 (the “Subsequent Ozfarm Consideration”) (the “Second Ozfarm Acquisition”). In any case, the 

total consideration of the Second Ozfarm Acquisition shall not exceed AUD80.0 million. The Upfront Ozfarm 

Consideration was settled by the issue and allotment of 12,980,000 Shares to the Ozfarm Vendors. The Subsequent 

Ozfarm Consideration, if any, will be settled by cash or by the issue and allotment of the Shares (or any 

combination) at the discretion of the Group.

For the year ended 31 December 2017 and the period ended 28 June 2018 (being the date immediately prior to 

completion of the Second Ozfarm Acquisition), the share of profit of Ozfarm by the Group amounted to RMB0.9 

million and RMB1.0 million, respectively.

In accordance with IFRS 3, the Group’s previously held equity interest in Ozfarm shall be remeasured at its 

acquisition-date fair value and the resulting gain or loss be recognised in profit or loss. The gain arising from the 

re-measurement of the initial 50% equity interest in Ozfarm for the 2018 Interim Period of RMB35.0 million (the 

“Ozfarm One-Off Gain”) was included as “other income and gains” in the consolidated statement of profit or 

loss.

The Board is of the view that Ozfarm will continue to grow steadily and positively contribute to the Group based 

on (i) the rapid growth in the nutrition product market in and outside the PRC; (ii) Ozfarm owns the number one 

maternal women’s milk powder brand in Australia; and (iii) Ozfarm has obtained the registration of its infant 

formula with the Chinese Food and Drug Administration (“CFDA”).

As such, the Board considers the Second Ozfarm Acquisition, which in turn made Ozfarm become a wholly-owned 

subsidiary of the Company, will (i) enable the Group to own 100% of the brands and products of Ozfarm for better 

allocation of internal resources of the Group; (ii) enable the Group to further expand and develop its markets in 

Australia, the PRC and overseas by taking advantage of the reputation of Ozfarm; (iii) facilitate the perfection of 

the Group’s current product range offered; and (iv) create better synergy with the Group as a whole, and hence 

improve the operational efficiency.

The Second Ozfarm Acquisition was completed on 29 June 2018 and since then, Ozfarm became a wholly-owned 

subsidiary of the Company.

Further details regarding the Second Ozfarm Acquisition are set out in the announcement of the Company dated 1 

June 2018.



25

 

Building the Group’s Headquarter in the PRC

In 2017, the Group, through the HQ Development Company, purchased the HQ Land at a total consideration of 

RMB139.0 million principally for the construction of the future headquarters for the Group. Their areas measure 

34,424 square meters (the “Land A”) and 6,922 square meters (the “Land B”), and are located in Changsha city, 

the PRC.

On 12 February 2018, in order to facilitate the development of the HQ Land, the Group entered into an agreement 

with the HQ Land Development Partner for the investment in the HQ Development Company. Pursuant to the 

agreement, the HQ Land Development Partner will contribute RMB100.0 million immediately after entering 

into the agreement. After the capital injection made by HQ Land Development Partner on 25 May 2018, HQ 

Development Company is owned by the Group and the HQ Land Development Partner as to 51% and 49%, 

respectively. Further, except for the bank account which is jointly controlled by the Group and the HQ Land 

Development Partner, the HQ Land Development Partner will be responsible for the future management, daily 

operations, funding, and financing arrangements of the HQ Development Company. In return, the Group will be 

entitled to two office building blocks on the HQ Land. The buildings specifications are already agreed upon, with 

40,000 square meters of floor area and 400 car parking spaces. Pursuant to the agreement, the office buildings 

have to be completed within thirty months from the date when all of the land use rights have been obtained by 

the Group. In February and May 2018, the Group obtained the land use rights for the Land A and the Land B, 

respectively, and the development of the HQ Land has already been commenced since July 2018. The construction 

of the headquarter is expected to be completed in late 2020.

As a result of the above arrangement, the Group’s interest in the HQ Development Company was reduced from 

100% to 51% and the Group’s investment for the headquarters was limited to the initial land costs. As the 

management and daily operations of the HQ Development Company are vested with the HQ Land Development 

Partner, the HQ Development Company is accounted for as an associate of the Company.

INDUSTRY OVERVIEW

According to the National Bureau of Statistics of the PRC, the number of newborns in the PRC in 2017 was 

17.2 million. The Company believes that the number of newborn in the PRC will continue to increase, as a result 

of the relaxation of the one-child policy as well as the increasing household income in the PRC which enable more 

families to consider a second child, and hence the demand for infant formula milk powder products will continue 

to increase in the future.

Currently, there are about 107 and 98 infant formula blending and packaging factories in the PRC and overseas, 

respectively, which are registered with the Certification and Accreditation Administration of the PRC (the 

“CNCA”). In 2016, the CFDA issued the Administrative Measures for the Registration of Formulas for Infant 

Milk Formula Powder（《嬰幼兒配方乳粉產品配方註冊管理辦法》）whereby each registered infant formula 

blending and packaging factory with the CNCA is allowed to register no more than three series (equivalent to nine 

formulas) subject to the fulfillment of respective requirements, with effect from 1 January 2018. As of the date of 

this announcement, there are a total of 390 series and 1,156 formulas duly approved by the CFDA.

The high industry entry barriers as a result of the raising industry regulatory standards implemented by the PRC 

government are expected to provide a more healthy growth in the industry in the long run, which will be beneficial 

to and in the interest of those industry participants who possess strong R&D and production capability.
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OUTLOOK

On 4 April 2018, CITIC Agri Fund Management Co., Ltd（中信農業產業基金管理有限公司）(the “Subscriber”) 

entered into a subscription agreement (the “Subscription Agreement”) with the Company to subscribe an 

aggregate of 249,000,000 Shares (the “Subscription Shares”) at the subscription price of HK$5.18 per 

Subscription Share (the “Subscription”). The Subscription Shares represents 18.69% of the total number of issued 

Shares as at 30 June 2018. The gross proceeds of the Subscription will be HK$1,289,820,000 and the Company 

intends to apply the majority of the net proceeds for the repayment of bank loans and future investments.

Furthermore, on 4 April 2018, the Board is notified by Center Laboratories, Inc. that on the same date, the 

Subscriber entered into a sale and purchase agreement with Center Laboratories, Inc. and its non-wholly-owned 

subsidiaries, BioEngine Capital Inc. and BioEngine Technology Development Inc. to purchase 130,000,000 Shares 

at a total consideration of HK$673,400,000 (i.e. HK$5.18 per Share). Pursuant to the sale and purchase agreement, 

completion of such transfer is conditional upon completion of the Subscription.

Upon completion of the Subscription and transfer, the Subscriber will be interested in 379,000,000 Shares, 

representing 23.97% of the then issued Shares. The Subscriber will become a substantial Shareholder and the 

single largest Shareholder thereafter.

On 22 June 2018, the Company received a letter from the Stock Exchange notifying the Company that its decision 

to deem the Subscriber a connected person of the Company pursuant to Rule 14A.19 and 14A.20 of the Listing 

Rules. As such, the Subscription constitutes a connected transaction and is subject to the reporting, announcement, 

circular and independent shareholders’ approval requirements under Chapter 14A of the Listing Rules. Therefore, 

other than fulfillment of the conditions set out in the Subscription Agreement, the Subscription is also subject 

to approval from the Shareholders who are not interested or involved in the Subscription Agreement and the 

transactions contemplated thereunder at an extraordinary general meeting to be convened by the Company.

As at 30 June 2018, the Company has been informed by the Subscriber that it has substantially completed its 

due diligence review of the Group’s business, affairs, operations and financial positions, and is not aware of 

material adverse conditions that will affect the Subscription, the Subscriber will next start its internal and external 

approval processes according to established procedures. Details of the Subscription and its status are set out in the 

announcements of the Company dated 6 April 2018 and 3 July 2018.

The Subscriber is a professional investment institution jointly established by CITIC Agriculture Investment Co. 

Ltd（中信現代農業投資股份有限公司）, a wholly-owned subsidiary of CITIC Group Corporation Ltd., and a 

number of companies established in the PRC. The Subscriber has a large state-owned conglomerate established 

in the PRC as its shareholder and is principally engaged in investment in agricultural biotechnology and branded 

consumer products sectors, it is also committed to improve the long-term interests of the shareholders of its 

invested companies.

The Board considers the Subscription will enlarge its shareholder base and significantly strengthen the shareholder 

profile of the Company by introducing a reputable investor, namely, the Subscriber. It is expected that the 

Company will be benefited from the investment opportunities available to CITIC Group Corporation Ltd., which 

is a largest state-owned conglomerate established in the PRC, after the Subscriber becoming the Shareholders. The 

Board also considers the Subscription offers a good opportunity to raise additional funds to strengthen the financial 

position and broaden the capital base of the Group so as to facilitate its future development.
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Besides, subsequent to the end of the reporting period and on 13 July 2018, the Group completed the acquisition 

of 50% equity interest in AJM and AJM become an associate of the Company since then. Further details regarding 

the AJM acquisition are set out in note 20 to the interim condensed consolidated financial statements of this 

announcement.

Apart from the above, the Company will endeavor to continue (i) completing the filing of the new factory 

registration in New Zealand with the CNCA; (ii) completing the construction of the new factory in Changsha, the 

PRC as well as the filing of the respective registrations; and (iii) ramping up the productivity of the two factories 

in the Netherlands which have commenced operations in the beginning of this year, in order to meet the continuous 

growth in demand of the products that are produced by the Group.

FINANCIAL REVIEW

Analysis on Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

Revenue

Six months ended 30 June
2018 2017

Notes RMB’M RMB’M Change
(Unaudited) (Unaudited) %

Own-branded formula milk powder products:
Goat milk (in the PRC) (i) 796.0 449.7 77.0
Goat milk (elsewhere) (i) 111.8 91.6 22.1

907.8 541.3 67.7
Cow milk (in the PRC) (i) 1,168.7 647.4 80.5

2,076.5 1,188.7 74.7
Private Label (ii) 192.0 238.4 (19.5)
Milk powder (iii) 88.9 119.5 (25.6)
Butter (iv) 83.8 74.9 11.9
Others (v) 88.7 48.8 81.8

Dairy and related products 2,529.9 1,670.3 51.5
Nutrition products (vi) 52.5 32.6 61.0

Total 2,582.4 1,702.9 51.6

Notes:

(i) Representing the sale of own-branded cow milk formula products in the PRC and Kabrita in the PRC, Europe, Russia and the 

Commonwealth of Independent States, the United States, Canada, the Middle East countries, South Africa, etc.

(ii) Representing the sale of formula milk powder products (including infant formula) under the customers’ own brands in the 

Netherlands and other overseas countries, such as the PRC, other European countries, America, the Middle East and other Asian 

countries.

(iii) Representing the sale of semi-finished and finished cow and goat milk powder to the customers worldwide.

(iv) Representing the sale of butter which is a by-product produced during the milk treatment process.

(v) Representing mainly the processing of condensed milk and the trading of fresh, liquid milk and other formula milk products 

ingredients, etc.

(vi) Representing the sale of nutrition products in the PRC, Australia and New Zealand which are mainly produced in Australia.
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For the 2018 Interim Period, the Group recorded revenue of RMB2,582.4 million, representing an increase of 

RMB879.5 million, or 51.6%, from RMB1,702.9 million for the 2017 Interim Period. Despite the competition 

of the formula milk powder products market in the PRC continued to be intense during the 2018 Interim Period, 

revenue of the Group continued to increase and this was mainly attributable to the continuous increase in the sales 

of own-branded dairy business which has been driven by the clear brand positioning and the effective marketing 

strategies adopted by the Group.

Gross profit and gross profit margin

Six months ended 30 June Six months ended 30 June
2018 2017 2018 2017

RMB’M RMB’M % %

(Unaudited) (Unaudited) (Unaudited) (Unaudited)

Own-branded formula milk powder products:

Goat milk 496.2 300.1 54.7 55.4

Cow milk 631.2 331.6 54.0 51.2

1,127.4 631.7 54.3 53.1

Others 82.0 66.0 18.1 13.7

Dairy and related products 1,209.4 697.7 47.8 41.8

Nutrition products 31.7 17.9 60.4 54.9

1,241.1 715.6 48.1 42.0

Less: provision for inventories (43.5) (2.6) (1.7) (0.1)

Total 1,197.6 713.0 46.4 41.9

The Group’s gross profit for the 2018 Interim Period was RMB1,197.6 million, representing an increase of 

RMB484.6 million, or 68.0%, when compared with the 2017 Interim Period. The increase in the gross profit 

margin of the Group from 41.9% for the 2017 Interim Period to 46.4% for the 2018 Interim Period was mainly 

attributable to the proportionate increase in the sales of the higher profit margin own-branded dairy business as 

compared with the other business sectors. Overall contribution to revenue by the own-branded dairy business 

increased to 80.4% during the 2018 Interim Period (2017 Interim Period: 69.8%).

Other income and gains

Other income and gains mainly represented (i) the Ozfarm One-Off Gain of RMB35.0 million (2017 Interim 

Period: Nil); (ii) the HNC FV Gain of RMB26.8 million (2017 Interim Period: Nil); (iii) incentive granted from the 

PRC government of RMB12.5 million (2017 Interim Period: RMB3.0 million); and (iv) interest income from the 

Group’s deposits with banks of RMB12.9 million (2017 Interim Period: RMB16.0 million).
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Selling and distribution expenses

Selling and distribution expenses, which mainly comprised advertising and promotion expenses, exhibition and 

trade show expenses, salaries and travelling costs of the sales and marketing staff and delivery costs, represented 

27.0% (2017 Interim Period: 21.8%) of the revenue for the 2018 Interim Period. The increase in the selling and 

distribution expenses to revenue ratio was mainly due to (i) the increase in air-freight charges of approximately 

RMB53.1 million in order to shorten the delivery time of the products and to meet the market demand of the 

Group’s own-branded products in the PRC; and (ii) the proportionate increase in the sales of the higher profit 

margin own-branded business which incurred on average a higher selling and distribution expenses to revenue ratio 

when compared with other sectors. Excluding the impact of the additional air-freight charges incurred, the selling 

and distribution expenses to revenue ratio for the 2018 Interim Period was 24.9% (2017 Interim Period: 21.2%).

Administrative expenses

Administrative expenses mainly comprised staff costs (including the non-cash equity-settled share option expense 

of RMB1.4 million (2017 Interim Period: RMB4.0 million)), travelling expenses, auditors’ remuneration, 

professional fees, depreciation and R&D costs. The increase in administrative expenses was primarily attributed to 

the continuous increase in the scale of operations of the Group.

The administrative expenses accounted for 6.9% (2017 Interim Period: 7.5%) of the revenue of the Group for the 

2018 Interim Period.

Other expenses

Other expenses for the 2018 Interim Period mainly comprised (i) compensation to a customer in relation to the 

termination of a sales contract of RMB8.5 million (2017 Interim Period: Nil); (ii) the loss on fair value change 

of derivative financial instrument in relation to a call option granted by the Ozfarm Vendors upon completion 

of the First Ozfarm Acquisition of RMB3.1 million (2017 Interim Period: Nil) (such call option is lapsed upon 

completion of the Second Ozfarm Acquisition); and (iii) legal and professional fees incurred for the various 

acquisition projects of RMB1.8 million (2017 Interim Period: RMB0.7 million).

Finance costs

The finance costs of the Group for the 2018 Interim Period amounted to RMB21.7 million (2017 Interim Period: 

RMB9.0 million), representing mainly the interest on bank loans and other borrowings raised principally for the 

financing of the upstream capital expenditures of the Group, particularly in the Netherlands.

The increase in finance costs was mainly attributable to the cessation of capitalisation of loan interest upon 

completion of the construction of the new factories in the Netherlands at the end of 2017.

Share of profit of a joint venture

Balance represented the share of profit of Ozfarm, which was acquired by the Group in July 2017. Ozfarm is 

principally engaged in the sale and marketing of nutrition products, particularly formula milk powder products for 

infants, children, pregnant mothers, and elderlies in Australia, Singapore and the PRC under its own brand name 

Oz Farm, and the marketing and export of other dairy, health care, and miscellaneous food products, such as honey.

Ozfarm became a wholly-owned subsidiary of the Company on 29 June 2018. Further details regarding the Second 

Ozfarm Acquisition are set out in the “Management Discussion and Analysis” section of this announcement.
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Share of profits of associates

Balance mainly represented the share of profits of Farmel and its subsidiaries (the “Farmel Group”) for the 2018 

Interim Period. The Farmel Group is principally engaged in the collection and trading of milk in Europe. The 

purpose for the investment in the Farmel Group is to secure the long-term milk supply for the Group’s operations 

in the Netherlands.

Income tax expenses

The profits generated by the Group for the 2018 Interim Period were mainly derived from operations in the PRC 

and the Netherlands. Under the PRC income tax laws, enterprises are subject to the corporate income tax (the 

“CIT”) at a rate of 25%. Ausnutria China and HNC, both being wholly-owned subsidiaries of the Company at 

30 June 2018, were designated as High-tech Enterprises and were granted a preferential CIT rate of 15% for the 

2018 Interim Period. All other subsidiaries established in the PRC are subject to the standard CIT rate of 25%. 

The standard CIT rate in the Netherlands was applied at 20% for the first EUR200,000 taxable profits and 25% for 

the taxable profits exceeding EUR200,000. The standard CIT rates in Australia, New Zealand, the United States, 

Canada and Taiwan are 30%, 28%, 21%, 26.5% and 17%, respectively.

The decrease in the Group’s effective tax rate from 24.3% for the 2017 Interim Period to 17.2% (excluding the 

Ozfarm One-Off Gain and the HNC FV Gain of a total of RMB61.8 million) for the 2018 Interim Period was 

mainly due to the granting of a preferential CIT rate to HNC of 15% (2017 Interim Period: 25%) as HNC is 

designated as a High-tech Enterprise during the period. The profit before tax derived from HNC has accounted for 

40.4% (2017 Interim Period: 50.2%) of the Group’s profit before tax for the 2018 Interim Period.

Profit attributable to equity owners of the Company

The Group’s profit attributable to equity owners of the Company for the 2018 Interim Period amounted to 

RMB327.3 million, representing an increase of RMB174.0 million, or 113.5% when compared with the 2017 

Interim Period.

Excluding the Ozfarm One-Off Gain and the HNC FV Gain of a total of RMB61.8 million, the adjusted profit 

attributable to equity owners of the Company amounted to RMB265.5 million, representing an increase of 

RMB112.2 million, or 73.2% when compared with the 2017 Interim Period.

The continuous improvement in the Group’s financial performance which results from the continuous growth in the 

sales of own-branded cow and goat milk formula products was mainly driven by the clear brand positioning, the 

effective business strategy implemented by the Group as well as the increasing market demands for the products of 

the Group.
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Analysis on Condensed Consolidated Statement of Financial Position

As at 30 June 2018, the total assets and net asset value of the Group amounted to RMB6,210.3 million (31 

December 2017: RMB5,621.1 million) and RMB1,925.5 million (31 December 2017: RMB1,947.0 million), 

respectively.

The increase in total assets of the Group as at 30 June 2018 was mainly contributed by:

(i) the Second Ozfarm Acquisition which resulted in a net increase in total assets (mainly goodwill and other 

intangible assets) of RMB180.9 million;

(ii) the increase in inventories of RMB209.4 million (2017 Interim Period: RMB170.4 million) as a result of the 

increase in scale of operations of the Group, in particular the effect of commencement of the production of 

the two new factories in the Netherlands; and

(iii) the net increase in cash and cash equivalents and pledged deposits of a total of RMB31.8 million (2017 

Interim Period: RMB270.4 million).

The increase in total assets of the Group as at 30 June 2018 was mainly financed by issue of the new Shares for the 

HNC Group Acquisition and the Second Ozfarm Acquisition, internal working capital and the cash flows generated 

from operating activities of the Group of RMB177.7 million (2017 Interim Period: RMB351.1 million) during the 

2018 Interim Period.

The decrease in net assets of the Group as at 30 June 2018 was mainly a result of the net effect of (i) the increase 

in the net profit of the Group generated for the 2018 Interim Period of RMB336.6 million (2017 Interim Period: 

RMB168.0 million); (ii) the increase in the share capital and share premium of the Company of a total of 

RMB492.3 million (2017 Interim Period: Nil) deriving as a result of the HNC Group Acquisition and the Second 

Ozfarm Acquisition; and (iii) the decrease in capital reserve arising from the elimination of the goodwill for the 

acquisition of the minority interests in the HNC Group and HGM during the 2018 Interim Period of a total of 

RMB655.6 million (2017 Interim Period: Nil).

Working Capital Cycle

As at 30 June 2018, the current assets to current liabilities ratio of the Group was 1.1 times (31 December 2017: 

1.2 times). The decrease in current assets to current liabilities ratio when compared with the prior year was mainly 

due to the increase in current portion of interest-bearing bank loans and other borrowings for the financing of the 

Group’s overseas operations.

An analysis of key working capital cycle is as follows:

Six months ended 30 June
2018

Number
of days

2017

Number

of days

Change

Number

of days

Inventories turnover days 155 161 (6)

Debtors’ turnover days 18 23 (5)

Creditors’ turnover days 40 42 (2)
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The decrease in turnover days of the Group’s inventories was mainly due to the increase in proportion of products 

being delivered by air which shortened the delivery time in order to meet the continuous growth in demand of the 

Group’s products.

The decrease in turnover days of the Group’s trade and bills receivables was mainly due to the proportionate 

decrease in sale of the Private Label business, which has a longer credit period granted by the Company. The credit 

period granted to customers of the Private Label sector is on average longer than the own-branded dairy sector.

The turnover days of the Group’s trade payables for the 2018 Interim Period remained fairly stable when compared 

with the prior period.

FINANCIAL RESOURCES, LIQUIDITY AND PLEDGE OF ASSETS

The Group adopts conservative financial management policies. A summary of liquidity and financial resources is 

set out below:

30 June 31 December

2018 2017

RMB’M RMB’M

(Unaudited) (Audited)

Interest-bearing bank loans and other borrowings (2,144.1) (1,972.2)

Less: Pledged deposits (1) 923.1 968.7

Cash and cash equivalents (2) 713.1 635.7

(507.9) (367.8)

Total assets 6,210.3 5,621.1

Shareholders’ equity 1,783.8 1,740.5

Gearing ratio (3) 8.2% 6.5%

Solvency ratio (4) 28.7% 31.0%

Notes:

(1) All denominated in RMB.

(2) 65.1% (31 December 2017: 60.5%) of which was denominated in RMB. The remaining 34.9% (31 December 2017: 39.5%) was 

mainly denominated in EUR, HK$, AUD and NZD.

(3) Calculated as a percentage of net bank loans and other borrowings over total assets.

(4) Calculated as a percentage of shareholders’ equity over total assets.

The Group is dedicated to maintain its overall liquidity by maximising the cashflows generated from operating 

activities and increasing the facilities with banks to reserve sufficient funding to support its business development, 

in particular to meet the Group’s strategy of building the global supply chain.
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As at 30 June 2018, the Group had outstanding borrowings of RMB2,144.1 million (31 December 2017: 

RMB1,972.2 million), of which RMB1,611.0 million (31 December 2017: RMB1,158.0 million) was due within 

one year and the remaining RMB533.1 million (31 December 2017: RMB814.2 million) was due over one year. 

As at 30 June 2018, except for certain bank loans of a total of RMB158.5 million (31 December 2017: RMB74.6 

million) which are denominated in RMB and bear interest at rates ranging from 4.4% to 5.3% (31 December 2017: 

4.4% to 5.0%) per annum, all borrowings of the Group were denominated in EUR and bear interest at floating rates 

with reference to London Interbank Offered Rate or The Euro Interbank Offered Rate. As at 31 December 2017, 

other than the borrowings denominated in RMB and EUR, the Group has two bank loans of a total of RMB27.1 

million which were denominated in AUD and bore interest at rates ranging from 5.4% to 5.7% per annum which 

were fully repaid during the period.

As at 30 June 2018, the Group had pledged (i) the land and buildings, plant and machineries, inventories and trade 

receivables that were attributable to the operations in the Netherlands with a total carrying value of EUR258.8 

million, equivalent to approximately RMB1,980.2 million (31 December 2017: EUR221.8 million, equivalent to 

approximately RMB1,730.8 million); and (ii) the time deposits that were placed in the PRC of RMB923.1 million 

(31 December 2017: RMB968.7 million) for the banking facilities granted to the Group for the financing of the 

Group’s daily working capital and capital expenditure plans. As at 31 December 2017, the Group had also pledged 

the land and buildings in Australia with a carrying value of AUD6.6 million, equivalent to approximately RMB33.6 

million, for the banking facilities granted to the operations of the Group in Australia. Such bank loans were repaid 

during the period and the corresponding pledged of the land and buildings in Australia was released during the 

period accordingly.

FOREIGN EXCHANGE RISK

The operations of the Group are mainly carried out in the PRC, the Netherlands, Australia and New Zealand. 

During the 2018 Interim Period, revenue, cost of sales and operating expenses of the Group are mainly 

denominated in Renminbi (“RMB”), Hong Kong dollars (“HK$”), EURO (“EUR”), United States dollars (“US$”), 

Australian dollars (“AUD”) or New Zealand dollars (“NZD”) and RMB is the Group’s presentation currency. 

Besides, most of the bank deposits and bank loans of the Group are denominated in RMB and EUR, respectively. 

The Group is exposed to potential foreign exchange risk as a result of fluctuation of HK$, EUR, US$, AUD or 

NZD against RMB.

The Group adopts a hedging policy to actively manage its currency risk exposure concerning non-RMB 

denominated indebtedness. Depending on the market circumstances, trend of currency rates and the cost of 

hedging, the Group will consider and enter into hedging arrangement to mitigate the impact of RMB fluctuation 

against other operating currencies.

As at 30 June 2018, the Group had a EUR against RMB capped forward contract of EUR5.0 million (31 December 

2017: EUR5.0 million) to hedge certain of its EUR denominated indebtedness. The management monitors closely 

on its foreign currency exposure to ensure appropriate measures are taken promptly against any significant 

potential adverse impact.
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INTEREST RATE RISK

The Group has exposure to the risk of change in market interest rate in relation to its interest-bearing bank loans 

and other borrowings with a floating interest rate. In order to minimise the impact of the interest rate exposure, the 

Group entered into interest rate swap contracts with bank, effective from 30 September 2015, of a notional amount 

of EUR16.0 million with 3-month floating EURO Interbank Offered Rate being swapped to a fixed interest rate of 

2.77% per annum. The interest rate swap contract will expire in June 2020.

CREDIT RISK

The Group seeks to maintain strict control over its outstanding receivables and closely monitors the collection 

to minimise credit risk. As the Group’s exposure spreads over a diversified portfolio of customers, there is no 

significant concentration of credit risk.

The carrying amounts of cash and cash equivalents, trade and bills receivables, deposits and other receivables 

represent the Group’s maximum exposure to credit risk in relation to the Group’s other financial assets.

COMMITMENTS

As at 30 June 2018, the Group, as lessee, had total future minimum lease payments under non-cancellable 

operating leases amounting to RMB18.5 million (31 December 2017: RMB18.5 million).

As at 30 June 2018, the Group had contracted, but not provided for, capital commitments mainly in respect of 

purchase of plant and machineries and the building of the factories of a total of RMB28.1 million (31 December 

2017: RMB109.0 million).

CONTINGENT LIABILITIES

As at 30 June 2018, the Group did not have any significant contingent liabilities (31 December 2017: Nil).

HUMAN RESOURCES

Number of full-time employees
Mainland

China Hong Kong
The

Netherlands

Australia
and

New Zealand Others Total

30 June 2018 2,459 6 495 150 107 3,217

31 December 2017 2,373 5 495 121 98 3,092

For the 2018 Interim Period, total employee costs, including Directors’ emoluments, amounted to RMB394.0 

million (2017 Interim Period: RMB219.3 million). The Group determined the remuneration packages of all 

employees with reference to individual performance and current market salary scale.

The Group provides a defined contribution mandatory provident fund for retirement benefits of its employees in 

Hong Kong and various plans in either defined benefit or defined contribution arrangements for the retirement 

benefits of its employees in the Netherlands. The Group also provides various welfare schemes as required by the 

applicable local laws and regulations to its employees in the PRC and other countries.
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PURCHASE, REDEMPTION OR SALE OF LISTED SECURITIES OF THE COMPANY

Neither the Company nor any of its subsidiaries purchased, redeemed or sold any of the Shares during the 2018 

Interim Period (2017 Interim Period: Nil).

CORPORATE GOVERNANCE

The Board is committed to raising the standard of corporate governance within the Group at all times and believes 

that good corporate governance helps the Group to safeguard the interests of the Shareholders and improve its 

performance.

The Company has adopted the code provisions set out in the Corporate Governance Code (the “CG Code”) 

contained in Appendix 14 to the Listing Rules as its own code of corporate governance practices. The Board also 

strives to implement the best practices embodied in the CG Code where feasible and as far as practicable.

In the opinion of the Directors, the Company has complied with the respective code provisions of the CG Code 

during the 2018 Interim Period and up to the date of this announcement.

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions by Directors of Listed Issuers (the 

“Model Code”) as contained in Appendix 10 to the Listing Rules as the standards for the Directors’ dealings in 

the securities of the Company. Having made specific enquiry with all Directors by the Company, the Directors 

confirmed that they have complied with the required standard set out in the Model Code during the 2018 Interim 

Period.

The Company has a written guideline “Employees’ Code of Dealing the Securities of the Company” on terms no 

less exacting than the Model Code for securities transactions by employees who are likely to be in possession of 

unpublished inside information of the Company. No incident of non-compliance with the “Employees’ Code of 

Dealing the Securities of the Company” by relevant employees was noted by the Company for the 2018 Interim 

Period.

AUDIT COMMITTEE

The Company has an audit committee which was established with written terms of reference in compliance with 

Rules 3.21 to 3.23 of the Listing Rules. The primary duties of the audit committee are to provide the Board with an 

independent review of the effectiveness of the financial reporting process, internal control and risk management of 

the Group, to oversee the audit process and to perform other duties and responsibilities stated in the written terms 

of reference.
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PUBLICATION OF INTERIM RESULTS AND INTERIM REPORT

The interim report of the Company for the 2018 Interim Period, which contains the detailed results and other 

information of the Company for the 2018 Interim Period required pursuant to Appendix 16 to the Listing Rules, 

will be despatched to the Shareholders and published on the Stock Exchange’s website at www.hkexnews.hk and 

the Company’s website at www.ausnutria.com.hk in due course. This announcement can also be accessed on the 

above websites.

By order of the Board

Ausnutria Dairy Corporation Ltd
Yan Weibin
Chairman

The PRC, 14 August 2018

As at the date of this announcement, the Board comprises three executive Directors, namely Mr. Yan Weibin 

(Chairman), Mr. Bartle van der Meer (Chief Executive Officer) and Ms. Ng Siu Hung; two non-executive 

Directors, namely Mr. Tsai Chang-Hai and Mr. Zeng Xiaojun; and three independent non-executive Directors, 

namely Ms. Ho Mei-Yueh, Mr. Jason Wan and Mr. Lau Chun Fai Douglas.
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