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Financial Highlights
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10,156,083  wisroouans

For the six months ended June 30, 2020
BE-E-EFXA=1+THILEAEA

EFJ GROSS PROFIT
4,066,845 ﬁfﬁoﬁﬁd

For the six months ended June 30, 2020
BE-Z-FFXA=1THILANEAR

ARBTT

11,125,026 fismosas

For the six months ended June 30, 2019
HE—_ZT—-NFA=THLAEA

ARBFT

4,560,236 fisnusend

For the six months ended June 30, 2019
HE-_Z—NFA=1+HLAEAR

E F)&#F GROSS PROFIT MARGIN

40.0%

For the six months ended June 30, 2020
BE-Z-_ZFXA=1THILANEA

41.0%

For the six months ended June 30, 2019
HE-Z—NFAA=THIENEAR

MEFR - RIF - AERMBHRF EBITDA

AR®BTT

2,873,415  fistouens

For the six months ended June 30, 2020
BE-—Z-ZFxA=1+HIEAEA

#uF NET PROFIT
1,876,198 wisrosm

For the six months ended June 30, 2020
BE-—E-EFXA=1+THILEAEA

#i %)= NET PROFIT MARGIN

18.5%

For the six months ended June 30, 2020
BE-Z-_ZFFXA=1tHILANEA

ARET T

3 ,091 ,81 RMB Thousand

For the six months ended June 30, 2019
HE-_ZT-NFA=THL~EAR

ARBFT

2,073,783 fistosas

For the six months ended June 30, 2019
HE—_ZT—-NFA=1THL~EA

18.6%

For the six months ended June 30, 2019
HEZT-NFAA=THLEAEA

SAEF) EARNINGS PER SHARE

AR®T
001 4 RMB
For the six months ended June 30, 2020
BE-_Z-_ZFAA=1THIA~EA

O 1 AR¥TT

. RMB

For the six months ended June 30, 2019
HE-ZT—NFAA=THIENEAR

BSLLEE
% Change

-8.7%
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percentage point
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percentage point
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Management Discussion and Analysis

BEEBNWR DN

INDUSTRY ENVIRONMENT

During the first half of 2020, the Chinese economy encountered its greatest
challenge in recent years. Uncertainties in the international macro-environment and
the unprecedented COVID-19 pandemic have had a huge impact on the Chinese
real economy and consumer spending. Necessary restriction measures to prevent
and control the outbreak also led to shutdown of the factories, disruption to the
supply chain and closure of points-of-sale, posing difficulties to the normal
operation of enterprises. For a short period of time, the outbreak led to a decrease
in productivity, while social distancing disrupted the supply chain system, which
affected the operation of enterprises. The pandemic also greatly affected residents’
work and lifestyle, namely, an increase in stay-at-home activities and a decrease in
outdoor activities and gatherings. These changes have a certain impact on the food
and beverage industry. Meanwhile, the outbreak also reinforced the existing
positive trends, which helped promote and foster the industry concentration level.
Looking forward, we believe that the pandemic will eventually come to an end and
the society will return to normal. The experience gained by enterprises during the
outbreak will bring new development potential. Changes in consumption
environment and consumption patterns are promoting innovation and integration
within the industry. Chinese consumer goods enterprises are forming endogenous
impetus through their continuous improvement.

BUSINESS OVERVIEW FOR THE FIRST HALF OF
2020

Given the growing health awareness of consumers after the outbreak, the Group
comprehensively upgraded the product lines, led the trends of healthy diet and
consumption upgrade, and gained growth momentum through measures
including new product development and quality upgrade. In terms of channel
performance, the advantages of traditional channels have been consolidated
through the launches of new products, scenario marketing, innovative display and
other measures, and the penetration rate of modern channels such as
hypermarkets, supermarkets, and convenience store systems has further increased.
During the outbreak, despite the lack of outdoor consumption scenario, the
household consumption segment to a large extent supplemented the demand for
convenient breakfast at home. Doubendou and Meibeichen achieved explosive
growth in sales in supermarkets, e-commerce and other sales channels. The
outbreak also expedited the cultivation and penetration of consumer practices in
the household consumption segment. With regard to brand building, we focus on
the seven major brands to gradually upgrade and strengthen our brand building
from intensive channel cultivation to online promotion. We have reached
consumers in depth and breadth through multi-dimensional communication to
achieve precise marketing, contributing to both branding and sales enhancement.
In the face of the changes in the overall market environment brought about by the
pandemic, the Group has stabilized the profit level through reasonable resources
input and improved management and operation efficiency, maintained strong cash
flow during such unprecedented period, and further strengthened our risk

resilience.

ITRERER

“EOEFEYE RAEFRPBELERERA
KBRS - RR T HEEENBERZRERE B
MBS ETMRES ([FHE)RE - FHE
ERQBEANERBBSRTEAGE - /I
RIEMERMHBEEGHEE  ERTHNET
BE - HEENPEIARKRPIENEES - &
LB PRNEFRLTRT NEE - BHIRE -
RIERETEERE  HRXERHEHHERER
HIRHE - CENEERDNTHE - BENHZIS
BBEAZETEROTENLDETR  BFEY
% SNEABERD  £ETANKEHR S
BEHTRER T —ENFE - ERFRBBINR
TZHABEINEGREE  HRITEETENRE
TrE —EREMER - RERK - RIELKHE
B HEAEBERELESR  CXERBHREYK
ENEREBEAMNERDE - HBRELE
BEREMNECIEEEATERNSHAFERS  F
BHEREEIERBE SO TERITTER AL
5 o

“ECRFE¥FERER

i

it

HERBERBEEEHRFEZANEN  fE2A
FHREMRSR  SIBRERR HBFRER - B
B MAE  RETREE AR DT AL
R - REHEENE BB mTE BB
REH  BIMRIZZIREE - FRRENES
BRERE &% BB BNERRFRARE
MBBRE TR - RIEHE - B BER
RK - REHBERAERARELHERATERE
BENERET R 242 XBEREDE  EF
SREHEEFBRE MR WRRBHINRT
REHERREHEEBBNGELZE - Em
[EZRITH - BECAmENRERMDIR L
B BRI mERER - BB B EE
BRE BREEMEEEEE BRIBELH
mAA— c HERBEHREETHSRENEL
AEEBBEERABRMBEEREEREK -
TBET MR - R BRI SR E RS T8 AR
BEm - R N E— R -



During the first half of 2020, the Group's revenue reached RMB10.16 billion,
representing a year-on-year decrease of 8.7%, of which revenue from the household
consumption segment increased to RMB1.28 billion with a year-on-year increase of
7.7%, revenue from snack food segment reduced to RMB4.84 billion with a year-on-
year decrease of 2.1%, while revenue from ready-to-drink beverage segment
reduced to RMB3.31 billion with a year-on-year decrease of 22.7%. Gross profit
amounted to RMB4.07 billion, representing a year-on-year decrease of 10.8%. Gross
profit of the household consumption, snack food and ready-to-drink beverage
segments were RMB606 million, RMB1.81 billion and RMB1.63 billion, respectively,
representing a decrease of 1.6%, a decrease of 2.1%, and a decrease of 21.5%,
respectively, compared to the same period of last year. Overall gross profit margin
of the Group was 40.0%, showing a decrease of 1.0 percentage point as compared
to the same period of last year. Profit before tax was RMB2.49 billion, representing a
year-on-year decrease of 8.6%; net profit decreased by 9.5% year-on-year to
RMB1.88 billion, with a net profit margin of 18.5%, which was basically the same
compared to the same period of last year. Cash flow remained strong. In the first
half of the year, cash increased by RMB2.49 billion, and net cash reached RMB13.44

billion, representing an increase of 22.6% compared to the end of 2019.

HOUSEHOLD CONSUMPTION BUSINESS

Household consumption business has been an important strategy layout of the
Group in recent years. In face of the onslaught of the coronavirus outbreak in the
first half of 2020, performance of the Group remained prominent. Sales revenue of
the business increased by 7.7% from RMB1.19 billion in the first half of 2019 to
RMB1.28 billion in the first half of 2020. It is worth mentioning that although
production and sales in the first quarter were basically halted due to the delay in
work resumption and the interruption of logistics system resulting from the
pandemic outbreak and extension of the Chinese New Year holiday, the growth
momentum in the second quarter was strongly fueled following the resumption of
operation and production.

Short Shelf-life Bread

The Group entered the short shelf-life bread industry fully geared up in 2019. After
over a year of expansion, it promptly rose to the top in the domestic market driven
by the strong development momentum. At present, the bread consumption market
is still at an early stage of development in the PRC with low industry concentration.
There are great potentials in the future development of this industry. The Group's
nationwide operation presence gives us the advantage to rapidly seize such market
share.
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Management Discussion and Analysis
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In terms of production capacity, with the recent completion of the first-phase
nationwide production layout, the Group has established production lines for short
shelf-life bread in 18 production bases across the country, and production capacity
has been released in an orderly manner following the growth of sales scale. In terms
of sales, in the first half of this year, the Group has preliminarily achieved nationwide
market coverage through full coverage in core provincial capital cities and key
prefecture-level cities. 35,000 additional sales terminals were established with the
total number of which reaching nearly 115,000. At the same time, we vigorously
promoted infrastructure construction and strengthened our brand by focusing on
three core indicators, namely, delivery routes, sales personnel and number of sales
terminals, to form a solid foundation for the nationwide sales layout of Meibeichen.
In terms of products, Meibeichen led the industry in product iteration and the
number of product stock keeping units (SKUs) currently exceeds 60. Taking
advantage of excellent quality, rich nutrition and diverse flavors, its products are
favored by consumers.

Looking forward, in the second half of 2020, Meibeichen will make continuous
efforts to expand its distribution network and increase the penetration of sales
terminals; continue to expand the fleet size, extend and optimize routes, and
improve logistics and distribution efficiency; and further optimize efficiency in
various operations, thereby laying a solid foundation to develop Meibeichen into a
first-class brand in the short shelf-life bread industry.

Soy Milk

With natural health benefits and suitability for household consumption, plant-based
protein categories of food and beverage have been once again put under the
spotlight of the industry this year as consumers’ health awareness increased after
the pandemic outbreak. Plant-based protein is rich in nutrients and healthy
ingredients, meanwhile its industrial chain is more environmentally-friendly,
steering the trend of healthy lifestyle in the era of sustainable development. As the
leading brand of plant-based protein beverage in the PRC, Doubendou is always
committed to promoting healthy plant nutrition, providing consumers with a more
natural, healthier and more convenient product and lifestyle, and shaping a brand
new lifestyle and food culture.

Doubendou uses quality non-genetically modified soybeans originated from the
black soil zone in Northeast China, applies high-tech extraction technology to
prevent nutrition loss, and remains fresh at room temperature without any additives
and additional procedures. This is in line with the ultimate pursuit of nutrition and
health of modern consumers, hence Doubendou has high recognition and
competitiveness among similar products.
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In the first half of 2020, re-positioned as a brand “focusing on plant nutrition”,
Doubendou carried out multi-dimensional and high-density brand communication
by executing up-to-date brand marketing schemes, such as sponsorship and
advertising placement in popular TV programs, content placement in new social
media and video platforms, coupled with further promotions by KOLs on social
networks and content platforms, to form a more systematic and comprehensive
brand marketing coverage. It strengthened the cultivation of consumption
scenarios and continuously increased brand influence.

In terms of new products, we introduced new innovative products in our nut series
and nourishing vitality series to provide more diverse nutritional choices to
consumers under our new business model. Weizhen series, introduced at the end
of last year, recorded outstanding market performance and performed even more
impressively on e-commerce channels, where sales in the 618 e-commerce
campaign on Tmall platform ranked first among all beverage categories, greatly
enriching the medium-priced and mass product lines and establishing a solid
foundation for the promotion of plant-based protein consumption. In terms of
market channels, Doubendou improved its market coverage through intensive
store management, in-store display and consolidated its market position through
the strategy of network expansion. Step by step, it has increased market share in
multiple sales channels. Continuous efforts have also been made on online sales
channels with the scale of e-commerce doubling.

In the second half of 2020, Doubendou will further expand its product lines and
introduce derivative products such as plant-based yogurt. As soy milk is one of the
two core categories of the household consumption segment, the Group believes
that through its own brand building capability together with a new trend of healthy
and nutritious diets, Doubendou will eventually develop into Dali's new lucrative
star brand.

SNACK FOOD BUSINESS

Snack food business comprises bakery business under Daliyuan brand, potato chips
business under Copico brand and biscuit business under Haochidian brand. As the
consumer market continues to evolve, consumer groups are gradually divided,
pursuing individuality and variety, and showing different consumption habits and
purchase channel preferences. The Group noticed this trend and refined its channel
operation and launched new products to further consolidate the Group's leading
market position. Given the effects of the pandemic, sales revenue of the snack food
business dropped from RMB4.94 billion in the first half of 2019 to RMB4.84 billion in
the first half of 2020, representing a decrease of 2.1%. As the pandemic gradually
subsided, the snack food sales rebounded rapidly in the second quarter. Sales
channel reform will bear greater fruits in the second half of 2020. With a series of
new products entering the market, sales will trend upward in the second half of the

year.
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Bakery

From the perspective of consumer group structure, the middle class has higher
purchasing power, and the consumption demand for high-quality products is
constantly increasing. In line with this trend, the Group increased the investment in
the research and development of high-end products. In the first half of 2020, it
introduced three bakery products with better texture, more nutrition, and higher
health value under Daliyuan brand, namely Sha Si Ding Cake, Honey Bean Bread,
and Fruit and Vegetable Cake. These products speak to consumers’ increasing
requirements with respect to ingredients, tastes, appearance, and sentiment. At the
same time, the convenience store system is increasingly important in modern
channels, which is developing rapidly. New products are rolled out through modern
channels, with targeted number of convenience stores and barcodes of products
both on the rise, increasing the penetration rate in the convenience store system,

and quickly seizing the high-end consumer market of bakery.

In the second half of 2020, Daliyuan will continue to enrich product lines, improve
brand awareness and maintain a solid development.

Potato Puffed Food

Copico is a leading domestic potato chips brand in the PRC and enjoys a good
market reputation among young consumer groups. In the first half of 2020, the
Group integrated and upgraded the product portfolio, and Copico introduced a
new hollow corrugated puffed snack named “Kayixia” with a fluffy and crisp taste
that won the favor of young consumers. In terms of sales channels, online
consumers account for a relatively high proportion of young consumers, and
generally have strong purchasing power and higher purchase frequency. As data
gathering technology allows for quick collection of consumer feedback and, in turn,
adjustments to new products and marketing approaches, hot-selling products may
be created through the faster transmission speed and wider transmission range of
the network to obtain good results for new products. Copico’s online sales have
grown strongly, making it one of the best-selling categories of snack foods online.

In the second half of 2020, Copico will keep on strengthening its brand advantages,
improving its shares in the potato puffed food market, and continue to maintain its
leading position.

Biscuit

In the first half of 2020, in the rapidly developing children’s snack market,
“Beiyouxing” insists on the concept of “less additives, more nutrition” and joins
hands with powerful intellectual property (IP) in brand marketing to quickly occupy
supermarkets, hypermarkets, convenience chains and maternal and children
systems, etc. Given its strong growth, it is expected to become a leading brand in
the children’s snack market. “Beiyouxing”, “Ritech” and “Jiang Pai Cookies”, as the
signature products in our refined business, are positioned in the high-end
submarkets with improved product positioning, facilitating brand upgrade with its
healthier ingredients and brand new flavours.

BB R

IHBRBERRE  TERREABREN
XIS BRERMEERNEEZRTER
= o SEERE —BEIE NG E RS R
A ZE_TFLFFHEAREF L
B FREN=ZRENERHER: DPAEE
% ZEREeMRAER  JEREEEERM -
Q5K ~ BRE R BRESFRKORTT o REHEFE R 5
ERERRENEEU B TE R BREER
R HMEHRFERARE - A H I EME
FEBEE S E RGBS RIAEEFIE R4
M2ER  MERBEREEETSREETS

TEROTETHE  ENEFEELEEERR
RITMmIEER - RIFRRER -

EERLRM

At RHRBEALTZER mENGESE  EFEHE
HETBARIOE - T -_TF L¥F 4%
BHERMESETTERR A2 EH
ZEORBBAL R TR—T ] R O ROR
BEHHERENEE - HHERE A KL
HEEFERRELES  EEABRARNEE
NEESNBRRR BB ERMENR
RIZACEBEE RER - S ERREHT LA
B AEEREAKREREERIELREEERR
BITHERK - 15 T REFVEIBR - A=
FHERRRY  KAKBRME L RGHME
T—

“EoTFETHE AR BEERLEREE
2 RAEAZERCRETSNMNE  BER
RSN -

A

TEOTFE S ARERNEETRTHS -
[HBEINRR D —LERM & LEE]| K
B BARAPETRESE REGER
B RES BANEHNGERRERE  BK
Mg BEIERABRETRMIGHRAERME o
[BEE] THRZHZIN[E#F | ERAEE
BHEEXTOIITRE  EURRHAD TS
RITEMEN - UERENHEMEHMEAKS
BT aAEHITTAR o



In the second half of 2020, benefiting from brand upgrading, higher product price
and increased market penetration rate in the mid-to high-end market, “Haochidian”
mid-to high-end series will contribute higher and more stable product profit
margins to the Group.

READY-TO-DRINK BEVERAGE INDUSTRY

Affected by the COVID-19 outbreak, people’s travel and outdoor activities have
drastically decreased, and the lack of consumption scenarios has taken a heavy toll
on the ready-to-drink beverage market. In the first half of 2020, the sales revenue of
the Group's ready-to-drink beverage industry decreased by 22.7% from RMB4.29
billion for the first half of 2019 to RMB3.31 billion for the first half of 2020. In general,
the ready-to-drink beverage industry faces fierce market competition and is
sensitive to fluctuations in light of macroeconomic factors. Facing the impact of the
epidemic, the Group maintained the stable operation and boosted sales through
intensive channel cultivation, scenario marketing and innovative display. The ready-
to-drink beverage segment has resumed growth in June. At the same time, taking
advantage of the overall sluggishness of the industry, the Company actively
promoted the expansion of sales channel terminals and continued to strengthen
our operations brand building and brand influence. With the gradual subsidence of
the epidemic and the gradual recovery of people’s travel, the beverage
consumption market will also recover in the second half of the year.

Energy Drinks

In the first half of 2020, ready-to-drink industry featured Hi-Tiger as the core
business, focusing on various venues such as schools, stations, sports stadiums,
entertainment venues, offices and emerging venues as the key consumption
scenarios for energy drinks to strengthen channel control. In terms of brand
building, the Group continued to improve the properties and brand image of Hi-
Tiger's energy drinks, solidify its unique advantages, and comprehensively upgrade
its brand positioning. For example, the Group carried out an integrated brand
promotion campaign with focus on world-renowned events by making an official
sponsorship to the climbing event commemorating the 60th anniversary of the first
ascent of Mount Everest in 2020, which steadily improved brand reputation.

In the second half of 2020, Hi-Tiger will continue to strengthen its sales channel
penetration and sales terminal expansion by implementing precise advertisement
placement and marketing practice targeted at relevant consumption scenarios of
energy drinks.
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Herbal Teas

In the first half of 2020, the herbal tea market showed a lacklustre growth, but our
herbal tea business maintained its market share in the face of challenges. In the first
half of 2020, in terms of channels, Hegizheng used offline channels such as
refrigerators, store signs, light boxes and other materials, combined with posters,
price tags, explosive stickers and other publicity promotion materials, to seize
market share by means of free gifts upon purchases, bundling, redemption and
other forms of promotion; at the same time, in response to the new trend of vintage
fashion in the consumer market, Hegizheng has launched an ancient writing bottle
packaging and resonated with the Z generation consumer group through
innovative augmented reality (AR) gameplay. The combination of brand marketing
and scenario diversification further expanded Hegizheng's brand influence.

In the second half of 2020, Hegizheng will rationally plan its resource allocation, sort
out the sales system, and strive to achieve stable sales.

OTHER FINANCIAL INFORMATION
Sales and Distribution Expenses

Sales and distribution expenses of the Group decreased by 8.7% from RMB2,024
million for the first half of 2019 to RMB1,847 million for the first half of 2020. Such
expenses as a percentage of revenue remained stable at 18.2% as compared to that
of the first half of 2019, which was mainly attributable to the decline in advertising
and promotion expenses.

Administrative Expenses

Administrative expenses of the Group increased by 7.8% from RMB295 million for
the first half of 2019 to RMB318 million for the first half of 2020. Such expenses as a
percentage of revenue increased from 2.6% for the first half of 2019 to 3.1% for the
first half of 2020, which was mainly attributable to the increase in administrative
expenses related to the epidemic in the first half of 2020, including expenditures on
charitable donations.

Cash and Borrowings

The Group meets its liquidity needs mainly through cash flow generated from
operation and proceeds from the listing. The total value of the Group's pledged
deposits, cash and bank balances increased from RMB11,092 million as at December
31,2019 to RMB13,871 million as at June 30, 2020. The increase was mainly due to
the Group’s net operating cash inflow of RMB2,824 million in the first half of 2020.

In the first half of 2020, the Group obtained short-term loans of RMB300 million.
Benefiting from various domestic macroeconomic policies and the supporting
policies of various financial institutions for the real economy after the outbreak of
COVID-19, the Group obtained the aforementioned corporate phased preferential

policies loan.
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As at June 30, 2020, the Group's gearing ratio was 27.2%, which is calculated by
total liabilities divided by equity plus total liabilities. The gearing ratio increased as
compared to 18.4% as at December 31, 2019, which was because the payment date
of the final dividend and special dividend of RMB1.751 billion in 2019 was July 8,
2020 and no dividend has been paid as at June 30, 2020.

Inventories

The Group's inventories decreased by 25.6% from RMB1,262 million as at December
31,2019 to RMB939 million as at June 30, 2020, mainly due to the fact that the
Group effectively controlled material inventories according to market sales
situations. The inventory turnover days decreased from 33.5 days in 2019 to 32.5
days for the first half of 2020.

Trade and Bills Receivables

The Group's trade and bills receivables increased by 21.4% from RMB737 million as
at December 31, 2019 to RMB895 million as at June 30, 2020, primarily due to the
Group's relaxation of credit conditions for some distributors as a result of the
epidemic, which led to the increase in receivables. The trade and bills receivables
turnover days increased from 12.2 days in 2019 to 14.5 days for the first half of 2020.

Trade and Bills Payables

The Group's trade and bills payables decreased by 18.5% from RMB1,348 million as
at December 31, 2019 to RMB1,098 million as at June 30, 2020, mainly due to the
fact that the Group strengthened the control on raw material purchase according
to market sales situations. The trade and bills payables turnover days increased from
32.0 days in 2019 to 36.1 days for the first half of 2020.

Foreign Currency Risk

The Group's businesses are located in Mainland China and as such nearly all
transactions are conducted in RMB. As nearly all of the assets and liabilities of the
subsidiaries of the Group in Mainland China were denominated in RMB, the
subsidiaries of the Company in Mainland China were not subject to significant
foreign currency risk. As at June 30, 2020, the Group's assets and liabilities
denominated in HKD were mainly held by the Company and certain subsidiaries
incorporated outside Mainland China and had currencies other than RMB as their
functional currencies.
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The Company and these subsidiaries incorporated outside Mainland China also
held bank balances denominated in RMB, from which foreign currency exposures
arise. The Group has not undertaken any hedging activities.

Contingent Liabilities

As at June 30, 2020, the Group did not have any significant contingent liabilities.

Asset Pledge

As at June 30, 2020, the Group did not have pledged assets.

Use of Proceeds from the Listing

The shares of the Company were listed on the main board of The Stock Exchange
on November 20, 2015 with Net Proceeds from the global offering of approximately
HK$8,665 million (after deduction of underwriting fees and commissions and
estimated expenses payable by the Company in connection with the global
offering). According to the intended use as set out in “Future Plans and Use of
Proceeds” in the Prospectus, the amount utilised and the expected timeline on the
application of the unutilised Net Proceeds as at June 30, 2020 were as follows:

Use of Proceeds from the Listing (as at June 30, 2020)

(Unit: HKD million)

Utilised
to date

Available

Percentage

btk AEA

1 Development, introduction and 20% 1,733
promotion of new products

FIE - L REERER

2 Expansion and upgrade of production 20% 1,733
facilities and manufacturing network
B R IR T AR R AR
3 Enhancing presence in sales channels 20% 1,733

and promoting brands

RIERERERIDAL N E

RICEA

ARRE) ResE e Mg A A (R B A SA SN R 5
AR A RARSFHENRITAESR - #P
ELSNERRE o REBILAREITEMEINED

HREE

N-E-FFNA=1H  rEBEEFEARK
=N

EEEH

RIB-ZFERA=Z+A  AEREBLEREE -
LHRERERAR

ARRBOR T —RF+— A=+ BEBA

ERET - RE BB ERSFIRFEL 38665
RETHRARARZREERNNEHER
e R - RIBRIRERZAR [ KRS R
FSFIARE] REMEERE  R-Z2-2F
NAZTENESRSBENER KRB AAEHEA
FENBEHERERDT

LtHEHERR (BE—E=FFANA=+H)
(&fr - BEET)

Expected timeline for the
application of the
unutilised Net Proceeds™
PERARE RS RIERSA
obEEElE R

Unutilised

REBA

1,320 413 Expected to be fully utilised on
or before December 31, 2021
BEER-_Z=—F
TZRA=+—RH%
ZAIEHEA
1,733 - N/A
TiE A
1,733 - N/A
TiE A
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Expected timeline for the

Utilised application of the

Percentage Available to date Unutilised unutilised Net Proceeds™
ERAREAMERAEE
1Lt TBA RASHA ABA HEPEER

4 Potential acquisitions and 30% 2,600
business cooperation
BENBREBAE
5 Working capital and other 10% 866

general corporate purposes

BEAEMEM—RARAE

- 2600  Expected to be fully utilised on
or before December 31, 2024
FEEER T _mF

+-A=+—H=%
ZRIEHEHH
866 - N/A
TNERA

Total 100% 8,665 5652 3013
At
A
Notes: BT
m The expected timeline for the application of the unutilised Net Proceeds is subject to (1) FERABBMESIIBEFE ARKERZIBERE

uncertainties brought by the international macro-environment and the unprecedented
COVID-19 pandemic on the prevailing and future market conditions and business
developments and need. In view of the significant effects to the economy and business
environment, we shall update and re-visit our plan continuously.

) With respect to the pursuit of potential acquisitions and business cooperation, since the
Company’s listing in November 2015, the Company has been prudently evaluating potential
acquisition targets, with a goal of leveraging on our extensive nationwide sales and
distribution network and consolidating our position in the food and beverage industry, in
accordance with the intended use of Net Proceeds as stated in the Prospectus. The Group will
adhere to a prudent financial management policy, maintain sufficient cash flow and maintain
a healthy financial position. While strengthening internal growth, the Group will continue to
focus on opportunities for mergers and acquisitions and business cooperation, with an aim to
crystallise such opportunities and use all of the Net Proceeds allocated for this purpose on or
before December 31, 2024. As at the date of this report, we had not entered into any legally
binding definitive agreement in connection with any such opportunities. Further
announcement(s) will be made as and when appropriate in accordance with the Listing
Rules.

The Group will utilise the balance of the Net Proceeds in a conservative manner.
Should the Directors decide to reallocate the intended use of the Net Proceeds to
other business plans and/or new projects of the Group to a material extent, the
Company will make further announcement(s) as and when appropriate in
accordance with the Listing Rules.
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Capital Expenditures and Capital Commitments

The capital expenditure of the Group for the first half of 2020 amounted to RMB341
million, primarily used for (i) the construction of plants and workshops in new
factories and land acquisition; and (i) the upgrade of facilities and the refurbishment
of workshops in each production factory.

As at June 30, 2020, the Group's capital commitments relating to property, plant
and equipment amounted to RMB376 million, which were primarily used for (i) the
construction of plants and workshops in new factories; and (ii) the upgrade of
facilities in each factory.

Human Resources and Staff Remuneration

The Group always believes that talent is the core competitiveness of enterprises
and regards employees as important strategic resources for corporate development.
The Group has made active efforts in establishing a sound talent selection and
training mechanism to improve the overall competitiveness of employees and their
sense of belonging to the Group. In the first half of 2020, the Group continued to
introduce a large number of high-end professional talents, and actively identified
talents from the existing employees and jointly established a cultivation mechanism
for the talents with key universities and colleges in China on a long-term basis. The
Group established a tutor management system, a training management system and
a learning and development model such as visiting external model enterprises.
They are to form a talent selection and promotion mechanism for competition for
posts and performance appraisal, maintain the core competitiveness of corporate
talents, and cultivate an experienced, stable and reliable management team.
Meanwhile, the Group continued to optimise and upgrade our management
structure, promote fine management, upgrade information management and
strengthen the headquarters’ control of the market, laying a solid foundation for the
Group's sustainable development.

As at June 30, 2020, the Group had a total of 39,009 employees (as at December 31,
2019: 37,975). The Group's employees are remunerated with reference to their
positions, performance, experience and prevailing salary trends in the market. In
addition to basic salaries, the Company provides various staff benefits to its
employees.

For the six months ended June 30, 2020, the total employee benefits expenses
(including Directors’ remuneration) were RMB1,158 million (for the six months
ended June 30, 2019: RMB1,178 million), which remained broadly unchanged as
compared to the same period of last year.
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PROSPECTS

Although the COVID-19 pandemic has had a significant impact on the market
demand in the short run, the market trend of emerging purchasing power in third-
and fourth-tier cities and consumption upgrading in first-and second-tier cities has
not changed. Instead, more new consumption scenarios and spending momentum
have emerged. Meanwhile, the growing concern over nutrition and health among
consumers has led to their preference for trustworthy brand names, which enables
the Group to further consolidate our market share.

In the second half of 2020, with the ongoing spread of the pandemic and escalating
geopolitical risks, uncertainties will remain in the external environment. In the post-
COVID-19 era of regular epidemic prevention and control, the Group will continue
to maintain the certainty in our operation and aim for a higher growth, capturing
the opportunity to promote the nationwide business layout of Meibeichen.
Leveraging the market's increasing awareness on plant-based protein nutrition, we
target to increase the brand reputation of Doubendou among consumers and
hence create a crucial driver for the growth of our business. The Group will put our
utmost effort to support the development in the e-commerce segment and
accelerate our online deployment with selective high-quality products to achieve
the goal of high growth rate. We will strive to refine our sales channel with steady

and swift launch of new products to realize the benefit from sales channel reform.

The Group will adhere to prudent financial management policies, maintain ample
cash flow, and maintain a sound financial position. While strengthening our own
growth, the Group will continue to search for opportunities for mergers and
acquisitions and external cooperation.

The Group will continue to adhere to the concept of Creating Quality with Heart as
well as the corporate culture of pragmatic progression in the future. Keeping our
faith, the Group will continue to bring more delicious and healthy products to
consumers and continue to create greater returns for shareholders.
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DIVIDEND

On August 28, 2020, the Board has resolved to declare payment of an interim
dividend of HK$0.075 per ordinary share for the six months ended June 30, 2020
(the “2020 Interim Dividend") to shareholders whose names appear on the
register of members of the Company on September 17, 2020. The declared 2020
Interim Dividend represents 50 per cent of the profit attributable to shareholders of
the Company for the six months ended June 30, 2020.

CLOSURE OF REGISTER OF MEMBERS

In order to determine the entitlement of the shareholders of the Company to
receive the 2020 Interim Dividend, the register of members of the Company will be
closed from Tuesday, September 15, 2020 to Thursday, September 17, 2020, both
dates inclusive, during which period no transfer of shares of the Company will be
registered. The record date for entitlement to the 2020 Interim Dividend is Thursday,
September 17, 2020. In order to qualify for the entitlement to receive the 2020
Interim Dividend, all transfers of shares accompanied by the relevant share
certificates must be lodged with the Company’s branch share registrar in Hong
Kong, Link Market Services (Hong Kong) Pty Limited, at Suite 1601, 16/F, Central
Tower, 28 Queen’s Road Central, Hong Kong, not later than 4:30 p.m. on Monday,
September 14, 2020. The payment date of the 2020 Interim Dividend is expected to
be on Friday, September 25, 2020.
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INTERESTS AND SHORT POSITIONS OF
DIRECTORS AND CHIEF EXECUTIVE

As at June 30, 2020, the interests and short positions of the directors and the chief
executive of the Company in the shares, underlying shares or debentures of the
Company or its associated corporations (within the meaning of Part XV of the SFO)
as recorded in the register required to be kept by the Company pursuant to section
352 of the SFO, or as otherwise notified to the Company and The Stock Exchange
pursuant to the Model Code, were as follows:

i.  Interestin shares or underlying shares of the Company

Name of Directors Capacity/Nature of interest
EENE 5 EEtE

Mr. Xu Shihui® Interest in controlled corporation
EiRusz il RRAEHEE R

Ms. Xu Yangyang™ Beneficiary of a discretionary trust”
FFEES L BBERNZEAD

ii. Interestin shares of associated corporations of the Company
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EENEETHRABNEERAR

RIZB-ZEFRA=THE ARRAEZERESTT
BABRARRSEMBZEE(EELFES LB
BEEGIEXVER) BB - HERIRR (D S ERERE T
BEARABREES MEGIIE2RATHR
VERMATRCERM R KRR - SURIEFEST R
ARG ARNR R R ATHES AR

i.  REXTROHAAERG B ER

Approximate

percentage of

Number of interest in
Shares the Company
RN TS

RGEE BABDL
11,640,000,000 85%
11,640,000,000 85%

i. RAEAQXTEBEEERGHERS

Approximate

Number of percentage of

shares in the interest in the

Name of associated associated associated

Name of Directors corporation Capacity/Nature of interest corporation corporation

RAREEE B Y PR EEE B A

EENE HEEE AR B4, REEtE ROHE EEHLOBIL

Mr. Xu Shihui® Divine Foods Limited Interest in controlled corporation 50 50%
AR RO REEHEE SR

Note: P &E -

Q)] Divine Foods Limited is 50%, 10% and 40% legally owned by Divine Foods-1 Limited,
Divine Foods-2 Limited and Divine Foods-3 Limited respectively. Divine Foods-1
Limited is 98% and 2% legally owned by Mr. Xu Shihui and Hi-Tiger Limited
respectively. Divine Foods-2 Limited and Divine Foods-3 Limited are in turn wholly-
owned by Hi-Tiger Limited. Hi-Tiger Limited is an investment holding company
incorporated in the BVI wholly-owned by Cantrust (Far East) Limited, and Hi-Tiger
Limited holds 2%, 100% and 100% shareholdings in Divine Foods-1 Limited, Divine
Foods-2 Limited and Divine Foods-3 Limited respectively. Cantrust (Far East) Limited
is a company incorporated in the BVI and the trustee of the Xu's Family Trust which is
a discretionary trust established by Ms. Chen Liling as the settlor and Ms. Chen Liling,
Mr. Xu Shihui and Ms. Xu Yangyang as the beneficiaries.

M Divine Foods Limited B Divine Foods-1
Limited * Divine Foods-2 Limited & Divine
Foods-3 Limited 2 Bl & & #E & 50% - 10% &
40% ° Divine Foods—1 Limited F &F t #8 55 4 &
Hi-Tiger Limited 93 Bl & /% ¥ 5 98% &% 2% ° 1M
Divine Foods-2 Limited [ Divine Foods-3
Limited 4 Hi-Tiger Limited & & # 4 ° Hi-Tiger
Limited /& — K P 8 & & B & 5 Ak S 0 4%
BYER% A E) » H Cantrust (Far East) Limited 2 &
# A& MHiTiger Limited 2 5l 3% % Divine
Foods-1 Limited * Divine Foods-2 Limited ;&
Divine Foods-3 Limited 2% ~ 100% £ 100% 2
A& HEZE © Cantrust (Far East) Limited & — R
BREABESAMERLORTF - HRFERRK
ERNRFEA FRRGETARBR L L
(ERMERTA)KZOBIEET - MRE
WL FFEBEERFABE LI RREA »
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Save as disclosed above, as at June 30, 2020, none of the directors and the
chief executive of the Company had or were deemed to have any interest or
short positions in the shares, underlying shares or debentures of the
Company or its associated corporations (within the meaning of Part XV of the
SFO), which were required to be notified under Divisions 7 and 8 of Part XV
of the SFO or as otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code.

INTERESTS AND SHORT POSITIONS OF
SUBSTANTIAL SHAREHOLDERS

As at June 30, 2020, the interests or short positions of the following persons (other

than the directors and the chief executive of the Company) in the shares or

underlying shares of the Company as recorded in the register required to be kept

under section 336 of the SFO were as follows:

Name of shareholders Capacity/Nature of interest
BREREEE B REtE
Divine Foods Beneficial owner

BHEAA

Divine Foods-1 Limited™

Divine Foods-2 Limited®

Divine Foods-3 Limited™

Ms. Chen Liling™?
B L 0w

Cantrust (Far East) Limited™®

Notes:

m

Interest in controlled corporation

REZEHEEN S

Deemed interest as an associate of
a substantial shareholder

BREXFIEZREN RZZEZTF XA
=t+H BERRAEZETRERTTHRAER
BERE BREA AR RS EMAR AR (F
ZERBHERBEEMEBEXVE) MG - 48
B S BB AR SAE > MA
BIEES R EIEHISE XVIBE 7 K82
B MR IR AR ESF RIZB A AN A A K B
R o

FTERRNERERAR

RZBZTFRA=TH TIAT(EQFAE
EREBTHRABRIN RARBIREE M
BRI 336 1RA T REFNERMAALENRA
B SRR D R B MR IR R

ER— BT BRRBEANG (FaR

Interest in controlled corporation
NS DPNEL: o o
Interest of spouse

Bt
XA REEFAE R

Divine Foods Limited is 50%, 10% and 40% legally owned by Divine Foods-1 Limited, Divine
Foods-2 Limited and Divine Foods-3 Limited respectively. Divine Foods-1 is 98% and 2%
legally owned by Mr. Xu Shihui and Hi-Tiger Limited respectively. Divine Foods-2 Limited and
Divine Foods-3 Limited are in turn wholly-owned by Hi-Tiger Limited. Hi-Tiger Limited is an
investment holding company incorporated in the BVI wholly-owned by Cantrust (Far East)
Limited, and Hi-Tiger Limited holds 2%, 100% and 100% shareholdings in Divine Foods-1
Limited, Divine Foods-2 Limited and Divine Foods-3 Limited respectively. Cantrust (Far East)
Limited is a company incorporated in the BVI and the trustee of the Xu's Family Trust which is
a discretionary trust established by Ms. Chen Liling as the settlor and Ms. Chen Liling, Mr. Xu
Shihui and Ms. Xu Yangyang as the beneficiaries.

Mr. Xu Shihui and Ms. Chen Liling are spouses. Accordingly, each of Mr. Xu Shihui and Ms.
Chen Liling is deemed, or taken to be, interested in all shares and underlying shares in which
their spousal counterpart is interested in for the purpose of the SFO.

Trustee; Interest in controlled corporation

Approximate

Number of percentage of
shares interest in

(long positions) the Company
RARQFERE

RBEE (FR) BHBEDE
11,640,000,000 85%
11,640,000,000 85%
11,640,000,000 85%
11,640,000,000 85%
11,640,000,000 85%
11,640,000,000 85%

Q) Divine Foods Limited F Divine Foods—1 Limited * Divine
Foods-2 Limited & Divine Foods-3 Limited 2 Bl & %
4 50% ~ 10% 2 40% © Divine Foods-1 B 5Tt #8 45 4 |2
Hi-Tiger Limited 2 Bl & % % 5 98% K& 2% ° if Divine
Foods-2 Limited % Divine Foods-3 Limited g Hi-Tiger
Limited 2 & A ° Hi-Tiger Limited &— RN EBER L
B SEMA ML EER A F] - B Cantrust (Far Fast)
Limited 2 &% % + T Hi-Tiger Limited % Bll3% & Divine
Foods-1 Limited * Divine Foods-2 Limited } Divine
Foods-3 Limited A92% * 100% % 100012 A% # % °
Cantrust (Far East) Limited /& — 57 2 & B 22 B S 1 1t
RIMAF  MATERREETIHIFEA  FFRR
EEERREBR LT (ERMERTA) KIZNEE
=5t MBREBR AT B EERTESE LR

FHA -

Q  HFHEEERRERZLIRER - Al HESR
HEGHPITE  FFEBEEMRER LTS BHR
RERWEERET) A SR AT RO RARR AR
L o



SHARE OPTION SCHEME

The Company has adopted the Share Option Scheme on August 25, 2015 to enable
the Company to grant share options to qualified participants as incentive for their
commitment towards enhancing the value of the Company and its shares for the
benefit of the shareholders, and to maintain or attract business relationship with
the qualified participants whose contributions are or may be beneficial to the
growth of the Group.

No share option has been granted under the Share Option Scheme since the listing
of the Company.

COMPLIANCE WITH CORPORATE GOVERNANCE
CODE

The Company has adopted the code provisions as set out in the Corporate
Governance Code. The Board considered that for the six months ended June 30,
2020, the Company has complied with the applicable code provisions set out in the
Corporate Governance Code, save and except for code provision A.2.1. The
Company will continue to review and enhance its corporate governance practices
to ensure compliance with the Corporate Governance Code.

Under the code provision A.2.1, the division of responsibilities between the
chairman and chief executive officer should be clearly established and set out in
writing. The Company has appointed Mr. Xu Shihui as both the chairman and the
chief executive officer of the Company. The Board believes that vesting the roles of
the chairman and chief executive officer in the same individual would enable the
Company to achieve higher responsiveness, efficiency and effectiveness when
formulating business strategies and executing business plans. The Board believes
that the balance of power and authority is sufficiently maintained by the operation
of the Board, comprising the executive Directors and independent non-executive

Directors.

COMPLIANCE WITH MODEL CODE

The Company has adopted the Securities Dealing Code, which is a code of conduct
regarding the transactions of securities of the Company by the Directors and the
relevant employees (who likely possess inside information of the Company) on
terms no less exacting than the required standard set out in the Model Code.
Specific enquiry has been made to all Directors and all of them have confirmed that
they have complied with the Model Code and the Securities Dealing Code during
the six months ended June 30, 2020.
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AUDIT COMMITTEE

The unaudited interim condensed consolidated financial statements of the Group
for the six months ended June 30, 2020 have been reviewed by the Audit
Committee. The Audit Committee is of the opinion that such financial statements
comply with the applicable accounting standards, the Listing Rules and all other
applicable legal requirements.

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

Neither the Company nor any of its subsidiaries had purchased, sold or redeemed
any of the Company’s listed securities during the six months ended June 30, 2020.

UPDATE ON DIRECTOR’S INFORMATION

Below is an update on the director’s information required to be disclosed pursuant
to Rule 13.51B(1) of the Listing Rules:

Dr. Lin Zhijun has ceased to be an independent non-executive director of
Springland International Holdings Limited (a company delisted on the Stock
Exchange on March 2, 2020) with effect from March 2, 2020.

BEREEE

AEBBEZE-ZT_ZFRA=THILEREANK
REZTHEAEHUBBRRCHEZZREEE
Bl - BERZEERR REVBHRRTEERDN
SEHER - ETRBK A EMERRERRE o

gﬁ‘ﬂﬁﬁﬁﬁﬁﬂﬁ%tﬁﬁ
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TR ARE EmARBE1351BM AT UARESN
BEEEHER
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Report on Review of Interim Condensed

Consolidated

Financial Statements

AR S O I B R R FR WS

Ernst & Young

22/F CITIC Tower

1 Tim Mei Avenue
Central, Hong Kong

EY:

To the shareholders of Dali Foods Group Company Limited
(Incorporated in the Cayman Islands as an exempted company with limited liability)

INTRODUCTION

We have reviewed the interim financial information set out on pages 25 to 50,
which comprises the condensed consolidated statement of financial position of
Dali Foods Group Company Limited (the “Company”) and its subsidiaries (the
“Group”) as at June 30, 2020 and the related condensed consolidated statements of
profit or loss and other 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 Hong Kong Accounting Standard 34 Interim
Financial Reporting ("HKAS 34") issued by Hong Kong Institute of Certified Public
Accountants (“HKICPA”") .The directors of the Company are responsible for the
preparation and presentation of this interim financial information in accordance
with HKAS 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 HKICPA. 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.

TG TR E AT Tel & :%: +852 2846 9888
BEBRPRANEEIHR Fax {8 E:+852 2868 4432
s KE2212 ey.com

BEMNEREEERIFARRK
(MHASHEEMAINEREERAR)

=

EEEEMFEXBEEE0EMFHTBER
HPesEMRREBEARAR(ERAF]) k&
WEAT([EEE])R-_E-_EFXA=1HK
A& O IS AR R R B = 5% B HA L 75 18 A 2R
WEEERE IR R EMARE KK  EnE
HRMACRERNFAN T - BBHAER S
ERATES TR R E KRR B8 kR
HAFAEBBEX BB ASHTAE (BB
SEMAE ) BENB AT ERFE 345 [H 4
BEHRE] (BESTENEMR]) - EA A
ERAHREBEER ST ENEMRERRENIT
FHRBEEREE TEAERBETENERY
R ERERER - BRESSEMRENE
BIER  BENHREER BTED  ITEE
A% - EETERMEANAMAEMEMAL
BERAEREREMF -
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Report on Review of Interim Condensed Consolidated Financial Statements

hEARSEA A OFRI A R E R S

EY:

CONCLUSION “&m

[}
Based on our review, nothing has come to our attention that causes us to believe ~ EREZ 7 &3 @ BEWE TSI EAEE A 5
that the accompanying interim financial information is not prepared, in all material ~ #£&EHEZEH Hﬁ AR AERN B
respects, in accordance with HKAS 34. IRBAEBGETERE 4R RE o
Ernst & Young ZXE TR E T
Certified Public Accountants R EEAD
Hong Kong B

August 28, 2020 —E=-—T&E)\A=+/\H
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Interim Condensed Consolidated Statement of
Profit or Loss and Other Comprehensive Income

FHISHSHEER EMGRERER

For the six months ended June 30,2020 #HZ T -ZTFXA=+HINEA

2020
—ECEF
(Unaudited)
(REEEX)
RMB’000
AR¥T
REVENUE Wz 5(a) 10,156,083 11,125,026
Cost of sales HERA 6(a) (6,089,238) (6,564,790)
Gross profit EF 4,066,845 4,560,236
Other income and gains HAb WA Rz 5(b) 585,752 481,049
Selling and distribution expenses SHE RASIHRA Y (1,846,536) (2,023,664)
Administrative expenses THRAX (317,738) (294,620)
Finance costs A& A AR (787) (814)
PROFIT BEFORE TAX R %4 Al % F 6 2,487,536 2,722,187
Income tax expense SR 7 (611,338) (648,404)
PROFIT FOR THE PERIOD HA s R 1,876,198 2,073,783
OTHER COMPREHENSIVE INCOME HittiR & s
Exchange differences on translation of BEBINERER =58
foreign operations (18,694) 4,483
Net other comprehensive income that R BHRER e ET A EE
may be reclassified to profit or loss in B EMARE W=
subsequent periods HEE (18,694) 4,483
OTHER COMPREHENSIVE INCOME HARHMRE KR
FOR THE PERIOD, NET OF TAX (RRBLFER) (18,694) 4,483
TOTAL COMPREHENSIVE INCOME HRGRE R EAE
FOR THE PERIOD 1,857,504 2,078,266
Profit attributable to: R AT EERER
Owners of the parent SRAREAA 1,876,198 2,073,783
Total comprehensive income attributable to: LA T A + (G4SN AEE .
Owners of the parent SRAREAA 1,857,504 2,078,266
EARNINGS PER SHARE ATTRIBUTABLE TO BAREERERIEEA
ORDINARY EQUITY HOLDERS OF ELERER
THE PARENT 9
Basic and diluted HAR R #E
— For profit for the period — HAA i ) RMBAR¥0.14T RMBARY0157T
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Interim Condensed Consolidated Statement of
Financial Position

AR B S O I IR R 3R

June 30,2020 R-ZE-_ZTFXA=1+H

As at As at
June 30, December 31,
2020 2019
= —ETAF
AA=+H F=A=T H
(Unaudited) (Audited)
(REEX) (fEEZ)
RMB’000 RMB'000
ARETR AREFT
NON-CURRENT ASSETS FRBEE
Property, plant and equipment ME - BB KERE 10 5,018,944 5,141,506
Investment properties "B 230,349 233,762
Right-of-use assets EREEE 604,849 608,746
Intangible assets | EE 1,582 1,994
Prepayments TE{RIE 130,007 96,045
Deferred tax assets BRI E = 145,117 64,218
Total non-current assets FEREEELRE 6,130,848 6,146,271
CURRENT ASSETS RBEE
Inventories FE 1 939,006 1,262,355
Trade and bills receivables B 5 EWGRIA R FEIR R IR 12 895,040 736,874
Prepayments and other receivables TE A FRIE K H A R U IE 700,450 709,703
Pledged deposits ERFR - 141
Cash and bank balances IB& MIRTTA RS 13,870,604 11,092,268
Total current assets BB EMAE 16,405,100 13,801,341
CURRENT LIABILITIES nREEE
Trade and bills payables B S RN RIERENEER 13 1,097,713 1,347,768
Other payables and accruals Hih B RIEREEA 2,170,081 1,572,753
Interest-bearing bank and other borrowings T EERIT R EMER 300,000 =
Lease liabilities HEaE 10,269 19,289
Dividends payable FEAT AR B 8 1,751,226 -
Tax payable PRI IR 440,721 236,984
Total current liabilities mENBERE 5,770,010 3,176,794
NET CURRENT ASSETS RBEEFE 10,635,090 10,624,547
TOTAL ASSETS LESS CURRENT LIABILITIES ~ &EEAGRAEEE 16,765,938 16,770,818
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Interim Condensed Consolidated Statement of Financial Position
fh HARS AR & G AR OR R

June 30,2020 R-ZE_TFEA=+H

As at As at
June 30, December 31,
2020 2019
—E-EH —E-hF
AA=+H F=A=T H
(Unaudited) (Audited)
(REEXR) (fEEZ)
RMB’000 RMB'000
ARETR ARBT T
NON-CURRENT LIABILITIES EFBERE
Lease liabilities HEAE - 474
Deferred revenue FEIEUTA 368,540 370,925
Deferred tax liabilities BEERIBEE - 122,793
Total non-current liabilities BN =RE ke 368,540 494,192
NET ASSETS EEFE 16,397,398 16,276,626
EQUITY R
Equity attributable to owners of the parent BREHA AELER
Share capital A&7 14 112,712 112,712
Reserves s 16,284,686 16,163,914
Total equity R 16,397,398 16,276,626
Xu Shihui Zhuang Weigiang
P E HERE
Director Director

2F EF
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Interim Condensed Consolidated Statement of
Changes in Equity
FHIf RS GRS Tk

For the six months ended June 30,2020 &HZE-_ZE_ZTFXA=+HI/~EA

Exchange
Share Merger Statutory fluctuation Retained
capital reserve reserve reserve profits Total
EX
A EOtRE EERE KERE Bl #st
RMB'000 RMB'000 RMB'000 RMB’000 RMB'000 RMB'000
ARETRE AR¥TR AR®TR AR%Tn AR%®Tn AR%¥Tx
(note 14)
(M=E14)
At January 1, 2020 (audited) R=Z-Z2F-H—H (BRER) 112,712 (23,165) 1,762,203 (142,626) 14,567,502 16,276,626
Profit for the period HAPQ A - - - - 1,876,198 1,876,198
Other comprehensive income for the period: MR H AR A et
Exchange differences on translation of BEEINEBNELZSE
foreign operations - - - (18,694) - (18,694)
Total comprehensive income for the period BN A R - - - (18,694) 1,876,198 1,857,504
Final 2019 dividend declared BER=-ZT-NFRERE - - - - (1,736732)  (1,736,732)
At June 30, 2020 (unaudited) RZBZZ2EXA=1H (REEX) 112,712 (23,165) 1,762,203 (161,320) 14,706,968 16,397,398
Exchange
Share Share Merger Statutory fluctuation Retained
capital premium reserve reserve reserve profits Total
i3
AR REE  AHEE  EERE RDEE Bz @t
RMB000 RMB'000 RMB'000 RMB000 RMB'000 RMB'000 RMB000
ARETT ARETT ARETT ARBTRT ARETT ARETT ARKT:R
(note 14)
(FitzE 14)
At January 1,2019 (audited) R=Z-NF—-H—B (88K 112,712 1,260,189 (23,165) 1,706,803 291,207 12,064,961 15,412,707
Profit for the period AR - - - - - 2,073,783 2073783
Other comprehensive income for the period: B3RV EL 47 & Uias -
Exchange differences on translation of BMEBINEBNERZSE
foreign operations = = = = 4483 = 4483
Total comprehensive income for the period B4R & W2k 858 = - - - 4483 2,073,783 2,078,266
Final 2018 dividend declared BER=Z—\FRHERS - (906,308) - - - = (906,308)
At June 30, 2019 (unaudited) RZZ-AFXA=ZTH
(RBER) 112712 353,881 (23,165) 1,706,803 205690 14138744 16584665
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Interim Condensed Consolidated Statement of
Cash Flows

FHEHSHRERER

For the six months ended June 30,2020 #HZE T -ZTFXA=+HINEA

Six months ended June 30,

BEAA=THLEREAR

Notes 2020 2019
f et i —FNF
(Unaudited) (Unaudited)
(REEERK) (REEEZ)
RMB’000 RMB'000
ARET ARETTT
CASH FLOWS FROM OPERATING ACTIVITIES K& EBFERERE
Profit before tax ERA A A 2,487,536 2,722,187
Adjustments for: AT SIEEL A%
Financial cost BT AR 376 814
Loss on disposal of items of property, HEWE - BEKRBEED
plant and equipment, net B8 55 6(c) 614 297
Depreciation of property, plantand equipment  ¥1% « /5 M REITE 6(c) 363,593 349,524
Depreciation of investment properties REYENE 6(0) 4,783 2,112
Depreciation of right-of-use assets FRESENE 6(c) 15,863 16,464
Amortization of intangible assets BiEmELEAE 6(c) 853 711
Impairment of trade receivables H SRR SRE 6(c) 3,553 641
Impairment/(reversal of impairment) of FERECrEEE)
inventories 6(c) 728 (409)
Interest income — bank deposits FEUWA — RITFERK (5,156) (2,409)
Government grants recognised in profitor loss 8 %5 A FERR 8 B T # B (15,072) (13,814)
2,857,671 3,076,118
Increase in pledged deposits FRFEIIE M - (600)
Increase in trade and bills receivables 2 5 FE N RIE R R SR SR E N (161,719) (280,872)
Decrease/(increase) in prepayments FEA 30 Fo H A IR IE
and other receivables w (K hn) 8,739 (61,784)
Decrease in inventories FERD 322,621 195,347
(Decrease)/increase in trade and bills payables B o EMNFIERENEE
CRA), /1 (250,055) 192,676
Increase in other payables and accruals H b B~ 3R TE N FE ST B A E N 658,202 209,283
Cash generated from operations REFRBES 3,435,459 3,330,168
Interest paid BfFLE (376) (814)
Tax paid [EANEZEE (611,293) (484,729)
NET CASH FLOWS FROM RETHFESRSRETFH
OPERATING ACTIVITIES 2,823,790 2,844,625
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Interim Condensed Consolidated Statement of Cash Flows
FHIBRAA RS RER

For the six months ended June 30,2020 #HZ_-_ZE_ZFXA=+HIt~EA
2020
il g 323
(Unaudited)
(REBER)
RMB’000
ARET T
CASH FLOWS USED IN INVESTING ACTIVITIES RETEHFIARERE
Purchases of items of property, plant and equipment ~ BBE Y% « E M REEE (310,877) (607,426)
Proceeds from disposal of items of property, HEWE - BERREEED
plant and equipment FrS 308 4,494 172
Additions to right-of-use assets REFAEEE
— prepaid land lease payments — AT LA ERIE (29,330) (38,350)
Purchases of intangible assets BEETEE (441) (195)
Receipts of assets related government grants W B & = AR BT f R 12,687 70,994
Decrease/(increase) in pledged bank deposits BB ITFEZOR L, (3 h0) 141 (1,036)
Net increase of bank deposits RITE AN (302,434) (130,000)
Interest received from bank deposits B R1TF s 712 5,670 -
NET CASH FLOWS USED IN INVESTING ACTIVITIES HR&EZEfTARSRERE (620,090) (705,841)
CASH FLOWS FROM/(USED IN) METEHME (A
FINANCING ACTIVITIES BERE
New bank loans FTERTTER 300,000 =
Principal portion of lease payments HEREAES LD (9,494) (8,985)
NET CASH FLOWS FROM/(USED IN) mMEETHHME (A
FINANCING ACTIVITIES HERETFE 290,506 (8,985)
NET INCREASE IN CASH AND CASH EQUIVALENTS 3% R 3.6 Z B # i %5 2,494,206 2,129,799
Cash and cash equivalents at beginning of period Hﬂ%ﬂfﬁﬁ&iﬁﬁg{f% 10,962,268 10,078,566
Effect of foreign exchange rate changes, net EXRFHNTE TR (18,304) 4483
CASH AND CASH EQUIVALENTS AT END OF PERIOD i R IR & R & ZEEY 13,438,170 12,212,848

ANALYSIS OF BALANCES OF CASH AND CASH RERBSEBUERST
EQUIVALENTS

Cash at bank and in hand RITREFRE 13,438,170 11,965,141
Bank deposits with original maturity of [REEAR DR =18 A B ER1T17 3K

less than three months - 247,707
Bank deposits with original maturity of FREH B BE =8 A MRIT R

over three months 432,434 130,000
Cash and bank balances as stated in the HSARRRPATIIR € RIRITAEER

statement of financial position 13,870,604 12,342,848
Less: Bank deposits with original maturity of B REEI B E = E A MRITER

over three months (432,434) (130,000)

Cash and cash equivalents as stated in RERERMIBE RIESEEY

the statement of cash flows 13,438,170 12,212,848
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Notes to the Interim Condensed Consolidated
Financial Statements

Hh 5 5 B S OF B 35 SR R B =

CORPORATE INFORMATION

Dali Foods Group Company Limited (the “Company”) is an exempted
company incorporated in the Cayman Islands with limited liability under the
Companies Law of the Cayman Islands. The registered address of the
Company is Maples Corporate Services Limited, PO Box 309, Ugland House,
Grand Cayman, KY1-1104, Cayman Islands.

The Company is an investment holding company. The Company and its
subsidiaries (collectively referred to as the “Group”) are principally engaged in
the manufacturing and sale of food and beverage in Mainland China.

In the opinion of the Company'’s directors, the holding company of the
Company is Divine Foods Limited (the “Parent”), a company established in
the British Virgin Islands (“BVI"). The controlling shareholders of the Company
are Mr. Xu Shihui, Ms. Chen Liling, Ms. Xu Yangyang, Divine Foods Limited,
Divine Foods-1 Limited, Divine Foods-2 Limited, Divine Foods-3 Limited, Hi-
Tiger Limited and Xu's Family Trust (together known as the “Controlling
Shareholders”).

BASIS OF PRESENTATION

The interim condensed consolidated financial information for the six months
ended June 30, 2020 has been prepared in accordance with HKAS 34 Interim
Financial Reporting. The interim condensed consolidated financial
information does not include all the information and disclosures required in
the annual financial information, and should be read in conjunction with the
Group's annual consolidated financial statements for the year ended
December 31, 2019.

CHANGES IN ACCOUNTING POLICIES 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
information for the year ended December 31, 2019, except for the adoption
of the following revised Hong Kong Financial Reporting Standards ("HKFRSs")
for the first time for the current period’s financial information.

1.

June 30,2020 R-ZE-_ZTFNA=+H

NAEER

ENREmERERAR([ARF D RER
SEHERREERSHES MK RER
BAERADT o AN 7 H FE M HUE A Maples
Corporate Services Limited, PO Box 309, Ugland

House, Grand Cayman, KY1-1104, Cayman
Islands
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MEARE (s [AEE ) T 2HETEAM
HERBEKBEERKE -

RKRBIEERE ARAMERAFA
Divine Foods Limited ([ &IAR]]) + —RIEHR
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Z+ ~ #5522 I - Divine Foods Limited
Divine Foods—1 Limited * Divine Foods-2
Limited * Divine Foods-3 Limited * Hi-Tiger
Limited % #F X R &5 56 (518 & [ #2 IR AR
DI
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3.

RZBE-_ZEFA=+H

CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (continued)

Amendments to HKFRS 3

Amendments to HKFRS 9,

HKAS 39 and HKFRS 7

Amendment to HKFRS 16

Amendments to HKAS 1 and HKAS 8

Definition of a Business

Interest Rate Benchmark Reform

Covid-19-Related Rent Concessions
(early adopted)
Definition of Material

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

Amendments to HKFRS 3 clarify and provide additional guidance on
the definition of a business. The amendments clarify that for an
integrated set of activities and assets to be considered a business, it
must include, at a minimum, an input and a substantive process that
together significantly contribute to the ability to create output. A
business can exist without including all of the inputs and processes
needed to create outputs. The amendments remove the assessment
of whether market participants are capable of acquiring the business
and continue to produce outputs. Instead, the focus is on whether
acquired inputs and acquired substantive processes together
significantly contribute to the ability to create outputs. The
amendments have also narrowed the definition of outputs to focus on
goods or services provided to customers, investment income or other
income from ordinary activities. Furthermore, the amendments
provide guidance to assess whether an acquired process is substantive
and introduce an optional fair value concentration test to permit a
simplified assessment of whether an acquired set of activities and
assets is not a business. The amendments did not have any impact on
the financial position and performance of the Group.

3.

B ERERNKENEE (&)

ERERBHRELEA
& 3|AIERT

EHHEE

ERPBRELNF R - FIFEENE

ERGERIE R K

BRUERELER
FTROERT
ERERBHRELEA Covid-191GF8 M & (&
£ 165RAER] B (IERHA)
EREGHENFE 1RK EEUAEE

ERGERF R
HER]

BT BB B RS LA E R R
I

(@)

BAMBREEAFIFNEFTHE
BERELERES - URHEZIES| -
ZEERER PR RER 2 — Rz
BEBREEMS HARRE&RD—
AHARAEEHENBERERRZ
BARBERF - ZBEAIATBHEE
BEHMBZABRARBREMSE
o RFETRREMIS2EERS
BRe W BR L BB AIEREH 277
o R BHERESZIRARE
EMHRRREARYAIEELENE
BEEM - RFEEBEENZE
& BERHRIRNTPREHZEMIR
% RERALRE AR ZEH M
WA o AN - ERTIR 3R] - LART(E
gz RER G RAEEMN - WA
AEZ A FHESTAR - AEEE
HAES . —RIEBREEREY
IEETS o BRI H AR B MBI K&
RBWEEFTE -



ENRBEBEERAR | BHERE 2020

Notes to The Interim Condensed Consolidated Financial Statements

3. CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (continued)

(b)

Amendments to HKFRS 9, HKAS 39 and HKFRS 7 address the effects of
interbank offered rate reform on financial reporting. The amendments
provide temporary reliefs which enable hedge accounting to continue
during the period of uncertainty before the replacement of an existing
interest rate benchmark. In addition, the amendments require
companies to provide additional information to investors about their
hedging relationships which are directly affected by these
uncertainties. The amendments did not have any impact on the
financial position and performance of the Group as the Group does
not have any interest rate hedge relationships.

Amendment to HKFRS 16 provides a practical expedient for lessees to
elect not to apply lease modification accounting for rent concessions
arising as a direct consequence of the covid-19 pandemic. The
practical expedient applies only to rent concessions occurring as a
direct consequence of the covid-19 pandemic and only if (i) the
change in lease payments results in revised consideration for the lease
that is substantially the same as, or less than, the consideration for the
lease immediately preceding the change; (ii) any reduction in lease
payments affects only payments originally due on or before June 30,
2021; and (iii) there is no substantive change to other terms and
conditions of the lease. The amendment is effective retrospectively for
1, 2020 with earlier
application permitted. The amendment did not have any impact on

annual periods beginning on or after June

the financial position and performance of the Group.

Amendments to HKAS 1 and HKAS 8 provide a new definition of
material. The new definition states that information is material if
omitting, misstating or obscuring it could reasonably be expected to
influence decisions that the primary users of general purpose financial
statements make on the basis of those financial statements. The
amendments clarify that materiality will depend on the nature or
magnitude of information. The amendments did not have any impact
on the Group's interim condensed consolidated financial information.

ARG A A R RS R M R

June 30,2020 R-ZE-FFXA=1+H

3. SIBRMKENES (FH)

(b)
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June 30,2020 R-ZE-_ZTFNA=+H

OPERATING SEGMENT INFORMATION

For management purposes, the Group is organised into business units based
on their products and has four reportable operating segments as follows:

(@)  Manufacture and sale of household consumption;

(b)  Manufacture and sale of snacks;

(0 Manufacture and sale of ready-to-drink beverage; and

(d)  Others.

The “Others” segment comprises the sale of packing materials in relation to
the production of food and beverage, and rental income from the
investment property’s prime office space.

Starting from later 2018, the Group commenced to develop the household
consumption business, which will be complementary and create synergy
with the existing food and beverage business. Management monitors the
gross profit of the Group’s operating segments separately for the purpose of
making decisions about resource allocation and performance assessment.
During the period, as management changed the structure of the Group's
internal organisation to match its business development strategy in a
manner that caused change to the Group’s composition of its reportable
segments, segments were re-structured to reflect such change. No analysis
of the Group's assets and liabilities by operating segment is disclosed as it is
not regularly provided to the chief operating decision-maker for review.
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A

4. OPERATING SEGMENT INFORMATION 4, RBRESIER (H)
(continued)

For the six months ended BHE_T-THF Household Ready-to-drink
June 30,2020 NAZTHIEAEA consumption Snacks beverage Others Total
REHE KERR BERER Hith @t

RMB’'000 RMB’000 RMB’000 RMB’000 RMB'000
NS ARET T ARET T ARBT T ARBT T
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REER) (REER) (REEZ) (REER) (REER)

Segmentrevenue (note5) A&k (FiFE5)

Sales to external customers & FHMNIRFE 1,279,534 4,839,131 3,313,311 717,082 10,149,058
Other revenue Hbdezs - - - 7,025 7,025
10,156,083

Segment gross profit 2EHER 605,983 1,806,837 1,632,351 21,674 4,066,845
Reconciliation: ik
Other income and gains H A RUees 585,752
Selling and distribution HEREHRX

expenses (1,846,536)
Administrative expenses THREX (317,738)
Finance costs AR (787)
Profit before tax BREEADE A 2,487,536
Other segment information H 7 &%
Depreciation and amortisation  #7% &4 70,307 87,719 173,915 4,783 336,724
Capital expenditure * EARZ

Allocated Bl 86,457 57,856 179,474 1,370 325,157

Unallocated AAE 15,491

340,648
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4. OPERATING SEGMENT INFORMATION 4, REHTJER (1)
(continued)

For the six months ended BEZZ-—N& Household Ready-to-drink
June 30,2019 NA=ZTHIESEAR consumption Snacks beverage Others Total
RERE NG EDEREREY Hth @5t

RMB'000 RMB'000 RMB'000 RMB'000
NS ARETFT ARETFT ARBTT ARBTFT
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REEZ) (REER) (REER) (REER) (R#EEZ)

Segmentrevenue (note5) AU (FIFE5)

Sales to external customers  $5& FINBEE 1,188,242 4,944,518 4,286,596 701372 11,120,728
Other revenue Hip s - - - 4298 4298
11,125,026
Segment gross profit DEER 615,549 1,845,748 2,079,576 19,363 4,560,236
Reconciliation: -
Other income and gains = NE 481,049
Selling and distribution expenses $5% K & $55 & (2,023,664)
Administrative expenses THREX (294,620)
Financial costs BERAK (614)
Profit before tax Wi A Al 2,722,187
Other segment information E {9 # &
Depreciation and amortisation ~ #7% &4 55,054 77,390 177,666 2112 312222
Capital expenditure * EARZ
Allocated g 384,362 51,139 184,546 - 620,047
Unallocated AR 25924
645,971
& Capital expenditure consists of additions to property, plant and equipment, * BARSZBREABYE BERERE KE

investment property and intangible assets. MENRBREE -
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4, OPERATING SEGMENT INFORMATION
(continued)

Geographical information

Since over 90% of the Group's revenue and operating profit were generated
from the sale of food and beverage in Mainland China and over 90% of the
Group's non-current assets were located in Mainland China, no geographical
information is presented in accordance with HKFRS 8 Operating Segments.

Information about a major customer

Since no revenue from sales to a single customer of the Group amounted to
10% or more of the Group's total revenue, no major customer information is
presented in accordance with HKFRS 8 Operating Segments.

5. REVENUE

(a) An analysis of revenue is as follows:

4.

ARG A A R RS R M R

June 30,2020 R-ZE-_ZTFA=+H

e BEas (|)
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F 17 R 52 8] 9 90% VA b i 2 R 4 2 i 1 3R
BETEAMHEERR KK - BAEE
Bo0%HIERBEEMN P EAM - MU
BEREBEFEMBRSEAFRLL DA
2R ER -

FR—BRXEEFHNESR

BB R B U B — P B (A
B AR 3580 10% A |+ MR IRIEE S
MRS ERESFRAES PRI ETER
FAH -

LN
(@) WAWDHAT :

For the six months

ended June 30,

BZANA=1THI<EA
2020 2019
—E—EF —E-hF
RMB’000 RMB'000
ARET T ARBT T
(Unaudited) (Unaudited)
(REEEZR) (RIEEEZ)
Revenue from contracts with customers KEEFAAIB K 10,149,058 11,120,728

Revenue from other sources 2K 8 E A R B ez

Gross rental income Aol ALRzE 7,025 4298
10,156,083 11,125,026

37



38 Dali Foods Group Company Limited | Interim Report 2020

Notes to The Interim Condensed Consolidated Financial Statements
R HARS AR & BB A s R R MY 5

June 30,2020 R-Z-_ZEFNA=+H

5. REVENUE (continued)
(@) An analysis of revenue is as follows (continued): (a) WARZHWOT (4]) :

Disaggregated revenue information for revenue from contracts

with customers

For the six months ended June 30, 2020

Segments

Type of goods or services BENSRBER

5. WA (&)

REFEFEXH K15 HK 22 EH

BE-Z2-ZFAA=+tHLAER

Household Ready-to-drink
consumption Snacks beverage Others Total
REHE KARR DR ERR Hite #st
RMB'000 RMB'000 RMB’000 RMB'000 RMB’'000
AR®T T AR%T T AR®T T ARYBT T ARBT T
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REER) (REER) (REER) (REER) (REER)

Sale of goods HEEM 1,279,534 4,839,131 3,313,311 717,082 10,149,058
Timing of revenue recognition U 3578 S B
Goods transferred at a point in time R E—FS R EEZ EY) 1,279,534 4,839,131 3,313,311 717,082 10,149,058

(b) Otherincome and gains:

(b) E AW AR K :

For the six months
ended June 30,
BEANA=tTHLEAREAR
2020 2019
—E-FF

RMB’000 RMB'000
AR®T T ARKETTT
(Unaudited) (Unaudited)
(REEER) (REeEZ)

Bank interest income RITHE WA 256,135 207,017
Government grants* BT 478 B 293,266 241,613
Income from sales of scrap, net SHE B AR FE 26,031 31,115
Gain on disposal of items of property, LEYE BEK

plant and equipment BEEERES 13 105
Foreign exchange differences, net [EH Z5E 558 10,082 1,199
Others HA 225 -
585,752 481,049

* Government grants include various subsidies received by the Company’s * BRHEBEAATNKB AR B

subsidiaries from the relevant government bodies in connection with 18 IFS T e ) i 1) 1 B 2 4 R % Ak SR

enterprise expansion and efficiency enhancement. There are no unfulfilled EEAHENZERE o ZERELY &

conditions or contingencies related to these grants.

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

ARG A A R RS R M R

June 30,2020 R-ZE-_ZTFA=+H

BR B AR A

AEENRBATRF T EME,(GEA) LA
THRBERER

For the six months

ended June 30,
BZEANA=1THLAER
2020 2019
—E-EF —=-hF
RMB’000 RMB'000
ARETR AREBT T
(Unaudited) (Unaudited)
(REEZR) (REEEZ)
(a) Costof sales: (a) SHEMRA:
Cost of inventories sold FEHEEKA 5,052,136 5,551,471
(b) Employee benefit expenses (b) EEBRFEX
(including directors’ and chief (BRESRITBRARTH)
executive’s remuneration):
Wages and salaries TERF® 1,055,611 1,044,563
Pension scheme contributions, RINEFEIHN - - EEH &
social welfare and other welfare HihEF| 102,847 133,900
1,158,458 1,178,463

39



Dali Foods Group Company Limited | Interim Report 2020

Notes to The Interim Condensed Consolidated Financial Statements
R HARS AR & BB A s R R MY 5

June 30,2020 R-Z-_ZEFNA=+H

6. PROFIT BEFORE TAX (continued) 6. BRBIANEF (&)

For the six months
ended June 30,
BEANA=THLAER
2020 2019

—ECEF —E-NF
RMB’000 RMB'000
AR¥T T ARBFIT
(Unaudited) (Unaudited)
(RRER) (RieE=Z)

(c) Otheritems: () HAEA:
Depreciation of property, ME - BMEMRETE
plant and equipment 363,593 349,524
Depreciation of investment REYERE
properties 4,783 2,112
Depreciation of right-of-use assets FREESERE 15,863 16,464
Amortization of intangible assets B EE 853 711
Promotion and advertising expenses HENEESRAY 1,107,747 1,238,141
Logistics expense inA X 298,793 313,170
Auditors’ remuneration % E AN & 1,500 1,500
Research and development costs T EE AR AR 33,194 35,201
Foreign exchange differences, I 5 Z 58 F K8 (M EE 5(b)
net (note 5(b)) (10,082) (1,199)
Bank interest income (note 5(b)) SRITH B A (FzE5(b)) (256,135) (207,017)
Government grants (note 5(b)) B R AL (B 5 5(0)) (293,266) (241,613)
Loss on disposal of items of property, HEME - BERKEEE K
plant and equipment BB 614 402
Impairment of trade receivables Z 5 W R FRE 3,553 641
Impairment/(reversal of impairment) FERE/CREMNED)
of inventories 728 (409)
The depreciation of property, plant and equipment, investment properties Y BERSZE BREMEREAEES
and right-of-use assets, and amortization of intangible assets are included in ENEAREREEEHT AT GRS
“administrative expenses”, “selling and distribution expenses” and “cost of PriEm R EMRAE RERA [1TBHAX ] -
sales” in the interim condensed consolidated statement of profit or loss and [HE RS HEAS ] R [HEKRA] -

other comprehensive income.

Research and development costs are included in “administrative expenses” T B R A G AR B IR & ff 8 2 R B 47
and “cost of sales” in the interim condensed consolidated statement of profit EWER [TTHRAS ] R [HEKA] -

or loss and other comprehensive income.
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INCOME TAX

The Group is subject to income tax on an entity basis on profits arising in or
derived from the jurisdictions in which members of the Group are domiciled

and operate.

Pursuant to the rules and regulations of the Cayman Islands and the British
Virgin Islands, the Group is not subject to any income tax in the Cayman
Islands and the British Virgin Islands.

Hong Kong profits tax has been provided at the rate of 16.5% (2019: 16.5%)
on the estimated assessable profits arising in Hong Kong during the period,
except for one subsidiary of the Group which is a qualifying entity under the
two-tiered profits tax rates regime. The first HK$2,000,000 (2019:
HK$2,000,000) of assessable profits of this subsidiary are taxed at 8.25% and
the remaining assessable profits are taxed at 16.5%. Taxes on profits
assessable elsewhere have been calculated at the rates of tax prevailing in
the countries in which the Group operates.

Under the Income Tax Law of the People’s Republic of China (the “PRC"), the
Company’s subsidiaries that are established in the PRC are subject to income
tax at a base rate of 25%, except for some subsidiaries which are subject to
income tax at a preferential rate of 15% in different periods between January
1,2014 and December 31, 2030.

Pursuant to the PRC Corporate Income Tax Law, a 10% withholding tax is
levied on dividends declared to foreign investors from the foreign
investment enterprises established in Mainland China. The requirement is
effective from January 1, 2008 and applies to earnings after December 31,
2007. In addition, under the Arrangement between Mainland China and the
Hong Kong Special Administrative Region for the Avoidance of Double
Taxation and the Prevention of Fiscal Evasion with respect to Taxes on
Income and its relevant regulations, a qualified Hong Kong tax resident will
be liable for withholding tax at the rate of 5% for dividend income derived
from the PRC if the Hong Kong tax resident is the “beneficial owner” and
holds 25% or more of the equity interests of the PRC company. For the
Group, the applicable rate is 5%. Deferred tax liabilities have been provided
for based on the expected dividends to be distributed from these
subsidiaries in the foreseeable future in respect of the profits generated since
January 1, 2008.

o EARS B & OF B 7% R MY i

June 30,2020 R-ZE-FFXA=1+H
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7.

INCOME TAX (continued)

The major components of income tax expense are as follows:

7.

Fr8 Bt ()
FEREXHEEARBHNT -

For the six months
ended June 30,
BEAA=THLLKEA
2020 2019

— ? — fF
RMB’000 RMB'000

AR® TR ARBT T
(Unaudited) (Unaudited)

(RBER) (RigEZ)

Current tax: BNEARR IR -

Income tax in the PRC for the period BN BIFTS 815,030 649,429
Deferred tax IRIEFL A (203,692) (1,025)
Total tax charge for the period HAABIIE S [ 42 K8 611,338 648,404
DIVIDENDS 8. RE

A final dividend of HK$0.070 (equivalent to approximately RMB0.0634) per
ordinary share, and special dividend of HK$0.070 (equivalent to
approximately RMB0.0634), totaling HK$1,917,176,000 (equivalent to
approximately RMB1,736,732,000) was approved at the annual general
meeting on May 29, 2020, and the balance was recognised as a liability as at
June 30, 2020.

The board of directors resolved to declare interim dividend of HK$0.075
(equivalent to approximately RMB0.069) per ordinary share, totaling
HK$1,027,059,000 (equivalent to approximately RMB938,099,000) for the six
months ended June 30, 2020 (the six months ended June 30, 2019:
HK$2,300,612,000 (equivalent to approximately RMB2,076,233,000)).

BREBERR0070B T (HERDARE
0.0634 7T.) KI R BAAR B K B AR 3 3@ A% 42 0.070
BT (FHER L AR 00634 7T) K45 R AR
B A 3£1917,1760008 T (HBER O AR
1,736,73200070) R=E=FTF A A=+ N
BRREBEFAS LibE - BESHRR =T
—EFEXNA=+HERABE -

i% ui/ﬁ‘iﬁ'ﬁﬁx—g—qﬁ/\ﬂ +H
EAEASRFHREEGRE ﬁ;ﬂﬁoonrﬁ
T(HERH AR o097 ) & &
1,027,05900078 7T( #H & RN H A B &
938099,00070) (BAZE—T—NE~A=1+
B 175 E A ¢ 2,300,612,000 5 7T (#8557 49
AR 2076,233,0007T)) °
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EARNINGS PER SHARE ATTRIBUTABLETO 9.
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 13,694,117,500 (June 30,
2019: 13,694,117,500) in issue during the period.

The Group had no potentially dilutive ordinary shares in issue during the six
months ended June 30, 2020 and 2019.

The calculation of basic earnings per share is based on:

ARG A A R RS R M R

June 30,2020 R-ZE-_ZTFA=+H

BRAREBRERSE ARG
BREF

ERERNEFNSEDIRED QR T @ERE
@A ABGEHRERNRAAEEITER
RSB0 N 15 $813,694,117,500 % (=T — 1
FEXRA=+THE : 13,694,117,500 0% ) 5+ -

AEERBE_Z_ZTER_ZE-AERX
A=TRLERNEAYEAEEHEZED
SEITEBK -

BREABNTIRBEATHE

For the six months

ended June 30,

BZEASA=1tHILEAEA

2020 2019
=
RMB’000 RMB'000
ARETR ARBT T
(Unaudited) (Unaudited)
(REEX) (REEEZ)
Earnings &7
Profit attributable to ordinary equity BAREBEREREEA

holders of the parent X apirl! 1,876,198 2,073,783

Number of shares
RGEE
June 30, June 30,
AH=t+A ~NA=+H
2020 2019
= —ETAF
(Unaudited) (Unaudited)
(REEX) (REEZ)
Shares BR 45
Weighted average number of ordinary shares in HIRE BT BN
issue during the period INiEFEE 13,694,117,500  13,694,117,500
Earnings per share SREF
Basic and diluted (RMB) EARREE (ARKET) 0.14 0.15
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RS A Ot RS R M R

June 30,2020 R-Z-_ZEFNA=+H

10. PROPERTY, PLANT AND EQUIPMENT
Acquisitions and disposals

During the six months ended June 30, 2020, the Group acquired items of
property, plant and equipment at a cost of RMB246,139,000 (June 30, 2019:
RMB561,559,000).

Items of property, plant and equipment with a net book value of
RMBS5,108,000 were disposed of by the Group during the six months ended
June 30, 2020 (the six months ended June 30, 2019: RMB431,000).

11. INVENTORIES

Raw materials and packaging materials EME R B EME
Finished goods X i

10. M2 - BERRE
Wis e &

REBEZE_Z-_ZFA=+AHIL~EAR -
AE B AR A A K # 246,139,000 T (= &
—NENA=+A8: AR¥S561,559,0007T)
W - BB REZEEE -

AEERBEE T -_ZTFA=1tHIEX
BAMEEDE  BERXHEBEENERER
FEAARES108000T (BE-Z—NE
ANAZTHIERER AR 431,0007T) ©

1. &

June 30, December 31,
2020 2019
—ECEF —E-NF
ANA=+A F=HA=1 H
RMB’000 RMB'000
AR®T T ARBTTT
(Unaudited) (Audited)
(REEX) (F&E%)
736,689 919,673
202,317 342,682

939,006 1,262,355




EMNRMEEERA

A) | FHEAR S 2020

Notes to The Interim Condensed Consolidated Financial Statements

ARG A A R RS R M R

June 30,2020 R-ZE-_ZTFA=+H

12. TRADE AND BILLS RECEIVABLES

12. EZRIRIEREBRRRE

June 30, December 31,

2020 2019

—E-EF —E-NEF

~NA=+H A=+t H

RMB’000 RMB'000

AR¥ T ARBTIT

(Unaudited) (Audited)

(REEZR) (Fe=%)

Trade receivables & 5 EWGRIE 905,987 740,189
Bills receivable U EE - 4,079
Impairment A (10,947) (7.394)
895,040 736,874

The credit periods range from 30 to 90 days. The ageing analysis of trade and
bills receivables as at the end of the reporting period, based on the invoice
date and net of loss allowance, is as follows:

ERBNTFI0E0R - RIREPR - K
SEMEL Y HBRERBENE S RYK
BAREREEROREDTIIRMAT -

June 30, December 31,

2020 2019

—EB-FF —TNF

RA=tH FEA=E

RMB’000 RMB'000

AR TR ARBTTT

(Unaudited) (Audited)

(REEX) (fEEZ)

Within 90 days 90AA 843,975 670,371
91 to 180 days 91 £ 180K 13,763 47,196
181 to 365 days 181 £ 365K 37,302 19,307
895,040 736,874
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T HRS AR & O

13. TRADE AND BILLS PAYABLES

AR R MR

June 30,2020 R-Z-_ZEFNA=+H

13. EZRAREREMNRE

June 30, December 31,
2020 2019
—_ ? — ﬂE —jLi
ANAB=+H A=+ H
RMB’000 RMB'000
AR¥T T ARBFIT
(Unaudited) (Audited)
(RRER) (eFE=%)
Trade payables B S RIE 879,593 938,368
Bills payable FERER 218,120 409,400
1,097,713 1,347,768
An ageing analysis of the trade and bills payables as at the end of the REPEHIR  BEREHHE DO LINRE

reporting period, based on the invoice date and net of loss allowance, is as

follows:

BRENE S BN RARENRENRER

DT

June 30, December 31,
2020 2019

—E-EF —=—
~NA=+H A=t H
RMB’000 RMB'000
AR®T T AREETTT
(Unaudited) (Audited)
RIBER) (FER)
Within 90 days 90 KA 627,800 937,946
91 to 365 days 91 365K 465,599 402,461
110 2 years 1226 1,137 2,346
Over 2 years 28 3,177 5015
1,097,713 1,347,768

BIRNFIAT R - —RR0ORABEE -
ENRBETHE  —RN365 RAEE -

The trade payables are non-interest-bearing and normally settled within 30
days. The bills payable are non-interest-bearing and normally settled within
365 days.
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ARG A A R RS R M R

June

30,2020 R-ZZE-_FF/,A=1+H

14. SHARE CAPITAL 14. IR
Shares % 12
June 30, December 31,
2020 2019
—ECEF —T—hF
ANB=+H F—A=1 H
RMB RMB
AR AR
(Unaudited) (Audited)
(REER) (&&ER)
Authorised: EE
50,000,000,000 ordinary shares of HK$0.01 each 50,000,000,000 3% &A% 0.01 B T2 @Ak 409,085 409,085
Issued and fully paid: ERTRAR
13,694,117,500 ordinary shares of HK$0.01 each 13,694,117,500 R &A% 0.01 AT 2 E @R 112,712 112712
15. COMMITMENTS 15. &7
(a) Capital commitments (@) EXREH
The Group had the following capital commitments at the end of the RIEER - NEBB LT B A
reporting period: B
June 30, December 31,
2020 2019
g 323 —=-hF
ANB=+H F=A=T1 H
RMB’000 RMB'000
ARETR ARBT T
(Unaudited) (Audited)
(REEZR) (FeE=Z)
Contracted, but not provided for: EREREIEESZE
Property, plant and equipment ME - BB KME 376,160 236,781

a7
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R HARS AR & BB A s R R MY 5

June 30, 2020

R-FE_ZFXA=1H

16. RELATED PARTY TRANSACTIONS

(a)

Transactions with related parties:

(i)

(ii)

Sales of products:

Hui'an Dali Century Hotel Co., Ltd.

16. BB RS
(a) BREBIZXS:
(i) EmR#HE:

BRBEMNELBEERAQA

For the six months

ended June 30,
BEAA=THLAER
2020

2019
—ET-NF
RMB'000
ARBFIT
(Unaudited)
(RIEER)

—E-ZHF
RMB’000
ARBT T
(Unaudited)

(REERK)

91 76

The sales to Hui'an Dali Century Hotel Co., Ltd., which is a
company controlled by the Controlling Shareholders, were
made according to the published prices and conditions offered
to the major customers of the Group.

Rental expenses:

Rental expenses represent expenses from leases of properties
and prepaid land lease payments which are charged in
accordance with the terms of the agreements made between
the Group and Fujian Dali Foods Group Co., Ltd., which is a
company controlled by the Controlling Shareholders.

The operating leases has been recognised as right-of-use asset
and lease liabilities in the financial statements, upon the
adoption of HKFRS 16 Leases effective from January 1,2019. The
rental expense for the six months ended June 30, 2020 is
RMB9,964,000 (for the six months ended June 30, 2019:
RMB9,921,000).

(ii)

ARG A B AR A
(BB AF)
2 G4 TR ARG T A
EERF 2O AGEREREN
17 -

AL -

HeRxEHEEME AN L
WHREFANAS  RAEE
HEEENRMAEEERAT
(— 9 ol 3 AR 12 O BSR4 1 9
AR]) FEi R R E

RZZE-—hE—A—BREER
BREMERELELZ 6HHEE
% ISETHEC R SRR
REFRAEEERHEERR -
BEZZ-ZTFA=+HL
ANEANBEERTAARE
9,964,000 L (Bl ZE =T — NLF /X
A=+HIEAREAR: AR
9,921,000 7T) ©
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16. RELATED PARTY TRANSACTIONS
(continued)

(a) Transactions with related parties (Continued):

(iii) ~ Services purchased:

Hui'an Dali Century Hotel Co,, Ltd.

FHEARSRR & R RS SRR M 5
June 30,2020 R-ZE-_ZTFA=+H
16. BB AR Z (1)

(a) EHEEBLIZXZ (&) :
(iii) BB IR -

For the six months
ended June 30,
BEAA=+THLEAEA
2020 2019

SEEF
RMB’000
AR®T T
(Unaudited)
(REE&ER)

—E-NF

RMB'000
ARETT
(Unaudited)
(REEHEZ)

BB ENMADHEESRA A 116 2,041

The service for the purchase of accommodation and catering
services from Hui'an Dali Century Hotel Co., Ltd. were provided
according to the published prices.

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

ABLBENMLEEERA
AREEERERREHERE
NREREE -

(b) AEEFEEBEASZHME

For the six months

ended June 30,
BZEASA=1THLEAEA
2020 2019
—EEF
RMB’000 RMB'000
AR®T T ARBT T
(Unaudited) (Unaudited)
(REEER) (REEZ)
Salaries e 8,237 8,133
Pension scheme contributions RIS ET B 21 26
8,258 8,159

The related party transactions in respect of items (a)(i), (a)(ii) and (a)(iii)
above also constitute connected transactions or continuing
connected transactions as defined in Chapter 14A of the Listing Rules.

B H £ 30 @) & @)ii)
BB RS IMEK LR
AIE+HAZE THEER SR
HERERS -
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R HARGRR A BT TS SRR B 5T

June 30,2020 R-ZE-_ZTFNA=+H

17.

18.

FAIR VALUE AND FAIR VALUE HIERARCHY
OF FINANCIAL INSTRUMENTS

The carrying amounts of the Group's financial instruments reasonably
approximate to fair values.

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

EVENTS AFTER THE REPORTING PERIOD

There was no material subsequent event undertaken by the Group after the
period ended June 30, 2020.

17.

18.

TMITAEQAFERAFERBR

EEEDHHREMRTER ESEMT
P BFZREFEARENEE BEHEN
FALRENRE  fFABNRKBEREME
WHRIBENEREE « st ARMBENFRR
EFFERAMNERAEN A FEREREE
RERE KRR ZEERTABES
BH -

BREHRER

RBE-Z_TFXXA=+HLHHEE
AREBEWBETEAYRER -



“Audit Committee”

[EZELEE]

“Board” or “Board of Directors”

[EFg]

“BVI"
[RBELES]

“China” or "PRC"

[FE

“Company”

[AA7E]

“Corporate Governance Code”

[EEARTA

“Directors”

[E=%]

"Group”, "our Group”, “we", or “us”

[ZR&E | 5 I3

IIH KSII Or HHKDH
[

“Hong Kong”
(&%)

“Listing Rules”

[EmsRAl

“Model Code”

&2yl

“Net Proceeds”

[ SRR
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Definition

Bx

the audit committee of the Board

EEeERZBY

the board of directors of the Company
KARERE

the British Virgin Islands
KBRS

the People’s Republic of China excluding for the purpose of this interim report, Hong
Kong, the Macau Special Administrative Region and Taiwan

REARKME - ARHRENS - TEEDE BRABITRREEE

Dali Foods Group Company Limited (£ & a5 @ FBR 2 7)), an exempted company
incorporated in the Cayman Islands on November 4, 2014

ENRMEEERAG  — KR _E—NFE+—-ANRERERSTMATH
U3 NC]

code on corporate governance practices contained in Appendix 14 to the Listing Rules

EARBIM ST AR E AT R T

the director(s) of the Company

ARRES

collectively, the Company and its subsidiaries

ARBREKE R RS

Hong Kong dollars, the lawful currency of Hong Kong

B BRETER

the Hong Kong Special Administrative Region of the PRC
PEEBRRITTE R

the Rules Governing the Listing of Securities on the Main Board of the Stock Exchange

B prEIRE R LR A

the model code for securities transactions by directors of listed issuers as set out in
Appendix 10 to the Listing Rules
FRAIM TR E M EITAERETRE SRS IRESTE

the net proceeds received from the global offering of the Company's shares as disclosed

in the Prospectus

BRERBFENARRF RN 2REEHAEFIRFR
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Definition

“Prospectus”

[k EE]

“RMB"”
AR

“Securities Dealing Code”

[ExEETA

‘SFO”
[ 78 75 N B & 1451 |

“Share Option Scheme”

[ FE Rt &1 ]

“Stock Exchange”

[ B <2 Py |

%
[%.

the prospectus of the Company dated November 10, 2015
AARBHAZZ—RF+—ATHNEKRER

Renminbi, the lawful currency of the PRC

ARE  HEDEEER

a code of conduct adopted by the Company
AR BRMBETT T A

the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong)
FBEDISE ST BB IR D)

the share option scheme adopted by our Company on August 25, 2015 for the benefit
of its employees, Directors, customers and suppliers of our Group, business or joint
venture partners and certain advisors of our Group and their respective employees, a
summary of the principal terms of which is set forth in “Appendix IV — Statutory and
General Information — D. Share Option Scheme” to the Prospectus
RARSMAKEES FF TP LHER  EBNSEBHRAEEE TE
FRkEESENEENMNEN _ZE—RAF N \A T HARMAMNERESS - £
FEREROMEHNBRER (M8 —AF R —RER — D.iEkEsT 2l

The Stock Exchange of Hong Kong Limited
BERBMAERSMARAT

per cent

ANt
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