(AR

COFCO

SRz ELRR

China Foods Limited
FERERERAF

(Incorporated in the Bermuda with limited liability)
(REREEMAIZBRAA)

Stock Code: 506

R38R 506

2 O /‘ 9 -I-EUEINI‘E’EEIDFTIMIEATII]N,
GLOBALISATION
ANM RISK CONTAINMENT
INTERIM REPORT X |

SO IR [
Bh @ B2
(ot 8




Profile

¥

....

Lorporote

paElR

China Foods Limited (“China Foods” or the “Company” and together
with its subsidiaries, the “Group”), a subsidiary of COFCO Corporation
(“COFCQ”) and the only focused beverage platform of COFCO, is
listed on the main board of The Stock Exchange of Hong Kong Limited
(Stock Code: 506).

The Company mainly manufactures, distributes, markets and sells the
Coca-Cola series products at 19 provincial-level administrative regions
in the PRC through COFCO Coca-Cola Beverages Limited (“CCBL"), a
65%-owned joint-venture with The Coca-Cola Company. CCBL offers
nineteen brands of products in nine major types of beverages which
include sparkling drink, juice, milk drink, water, enhanced water,
coffee, ready-to-drink tea, energy drink and plant-based protein drink.
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Current status

Currently, China Foods controls and operates CCBL, an
important global bottling partner of The Coca-Cola Company.

The Company's exclusive franchise right to manufacture,
market and distribute products under the Coca-Cola series
now encompasses 19 provincial-level administrative regions,
covering over 50% of mainland China’s population. The
Company provides consumers with nine major types of
beverages — namely sparkling drinks, juices, milk drinks,
water, enhanced water, coffees, ready-to-drink teas, energy
drinks and plant-based protein drinks — under 19 brands.

Today, the Company employs more than 10,000 salespeople
to serve over 1,500,000 customers. Our marketing network
reaches 100% of the cities, 100% of the counties and
more than 60% of the towns within our operating regions,
representing more than half of all points-of-sales in the
region. Controllable distribution accounted for the majority of
total sales volume.
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Development strategy

Under the theme for this year of “Business Optimisation,
Globalisation and Risk Containment”, China Foods is going
to optimise product structure, rationalise network layout,
strengthen teamwork and accelerate innovation while
maintaining its growth pace, so as to achieve continuous
enhancements in profitability and industry status; on the
other hand, it is going to strictly manage potential safety and
environmental issues as well as financial and management
risks, and to improve the construction of the risk control
system, in an effort to keep abreast with and even surpass
the outstanding Coca-Cola global bottler, in all respects. The
main development strategies for 2019 are known as 3R2S,
i.e. Revenue Growth, Route to Market, Right Execution Daily,
Supply Chain Excellence and System Capability Building.
Specific strategies are as follows:

° Revenue Growth: Improve price management and
optimise product structure to achieve revenue growth
that is faster than the paces of sales volume increase
and industry average growth. In 2019, main packaging
prices were systematically managed and the overall
price was effectively increased. Promote product
structure optimisation through the promotion of new
categories and high-margin new products and upgrade
of existing products. New categories include launch
of ready-to-drink tea, ready-to-drink coffee, sports
drinks and other products. High-margin new products
include promotion of sparkling drink fiber + products,
introduction of new flavored products, constant
promotion of mainstream brand Chun Yue at RMB2
price point, etc. Upgrade of existing products includes
promotion of Sleek Can series and multi-packaging
products, packaging and flavor upgrades of juice
products, etc. Due to the combined effects of the
above, we recorded a double-digit growth in revenue
in the first half of 2019.

° Route to Market: Collaborate through digital tools
such as electronic maps and new retail platforms such
as B2B, to persistently improve network coverage and
efficiency, and promote through CBMS (CBL Business
Management System), to improve the efficiency of
business visits and customer service quality, so as to
maintain and continuously expand the advantages of
existing channels. Meanwhile, actively explore new
retail channels such as B2C, 020, Omni channel
and intelligent automatic vending machines, etc.,
to strengthen distribution of goods and promotion
interactions, so as to increase the proportion of
revenue contributed by new channels, enabling the
Company to reach points-of-sales and consumers via
more diversified channels.

MANAGEMENT DISCUSSION AND ANALYSIS
EEEmT

E9EE

SERERMMIIEEER [1RED BB - -BRERK]
ERFBEERENAREBLCERERE TZHEHH-
A ERKEE T RBIFT P LAE IR AR R H AR
FAMITEMUNTEHRA RANRIESELE RBRE
ERMB -EERE TEREERER HTOA%ES
KEFSEMEE2AEE 2EEB - 2019FNEEHRE
M A3R2S - BNUL A 3 & & 72 (Revenue Growth) » e &= 48
4525 E (Route to Market) » 32 FF 35 #1177 (Right Execution
Daily) - £ #5 { F& §# (Supply Chain Excellence) & & #5488 1
72 :% (System Capability Building) * ELEE KB40 T ¢

e KARREER BATEERTEENELLERER
BERBAERRVIFER R RNITEFIGILR-
019FHRNTERRERETRGEE EBER
BRI - BB MBS ENTmOERMES
EmTAEPERSBEL FTmBERENKE.
gk - EHAMEFER LT SENFRERE
KB EMERRMORK EH - ARB2TE
MK IS EEDE - REERNTRBETVKES @
MZXRKNHES RAERBREORARSE 4R L
2019 EHFER T IRABLBIER-

o TERARR BASTHESHFTHIANUR
BBEHMZEFEMEIE THRABBEZERX
&+ 3@3BCBMS (CBL Business Management System)
WIEERAZEBAEFDIRENEFPREESE R
B TEMABREREERE -ANERRAFZE
EEIB2C, 020 Omni channel & %5 gt B R4 %
Mo E REHEEE RAMRERA(MLL  FR
NEIAEMZ R BREBRELRERTEER
#o

20194 A B

ofF
B
2\5{
i3
op
a
sl
5
al



6

MANAGEMENT DISCUSSION AND ANALYSIS
EEERT

Right Execution Daily: Increase the number of
contracted customers, ensure the market performance
of high-quality points-of-sales; use image recognition
technology to improve the management quality
and efficiency of points-of-sales; reflect changes in
consumer shopping behaviors into building of key
projects such as super cities, and focus on small
business models such as community supermarket
channels and gas station channels, to enhance brand
influence and further promote sales of high-value
products.

Supply Chain Excellence: Continue to promote the
construction of a dual prevention mechanism, to
enhance mechanism-based protection over working
safety and risk management and control efforts. As
a result, we had 100% of the internal and external
audits passed during the first half of 2019. Continue to
improve inventory allocation and logistics distribution
network, continue to promote standardisation of logistics
operations, increase the degree of standardisation
through balanced operations, so as to improve staff
efficiency and throughput. As a result, the average per
unit logistics cost recorded a year-on-year decrease of
approximately 5% during the first half of 2019.

System Capability Building: The management always
believes that employees are the most important assets
and an indispensable resource for the Company's
sustainable development. In order to ensure the
sustainable development of the team, the Company
have set an annual talent review programme to
conduct a comprehensive evaluation on every
employee, set development plans and corresponding
training programmes for them according to their
evaluation results and personal development interests,
and select and emphasise on preparing backup
teams for every key position. In addition to regular
management training and professional training, in
the first half of 2019, the manager-level backup
team was specially trained benchmarking general
manager, director and other main positions in
accordance with the programme. At the same time,
actively encourage innovation, make good use of the
internal “Constructive Advice (#f32%) " platform to
encourage daily innovation and take advantage of the
establishment of annual innovation awards to stimulate
major innovations.

CHINA FOODS LIMITED INTERIM REPORT 2019
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Industrial environment

According to the National Bureau of Statistics of the
PRC, in the first half of 2019, China's GDP achieved a
year-on-year growth of 6.3% and Chinese residents per
capita consumption expenditure recorded a year-on-year
growth of 7.5%. With the steady growth of China’s
economy and increasing urbanization, the overall revenue
of the non-alcoholic ready-to-drink industry maintained
year-on-year growth in the first half of 2019. The industries
of sparkling drinks, juices and bottled water, the three main
products of the Company, showed different development
trends. In particular, the sparkling drinks and bottled water
industries recorded fast increase in revenue with a higher
growth rate than the non-alcoholic ready-to-drink industry
average, while the revenue of juice industry reported a
negative growth.

REVIEW OF RESULTS

Below is a summary comparison of the beverage business’s
2019 and 2018 interim results:

MANAGEMENT DISCUSSION AND ANALYSIS
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six months ended
30 June 2019

For the
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(RMB million) (RMB million)

HZE2019%F H Z=20184F

6H30H 6H30H

k61 A LE61E A

(AR®EER) (ARBEBEET)
Revenue A 9,551.0 8,697.8 +10%
Sales volume H=E +8%
Gross profit margin FEF| = +0.58 7 Bippt

In the first half of 2019, China Foods continuously
maintained growth in sales volume and revenue, representing
a year-on-year growth of 8% and 10% respectively, among
which the revenue contributed by new products reached
over 7%. Prices of certain raw materials increased while
others dropped during the period, which resulted in a
negative impact on our overall cost in general. However,
such increased cost has been effectively offset by the
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increase in sales of products with higher gross profits and
improved packaging structure, together with the bonus
for VAT rate adjustment, which led to a slight year-on-year
improvement in our gross profit margin. The Company also
focused on managing capital expenditures and operating
cash flows, gradually reduce finance costs. The operating
profit margin was higher than that of the same period last
year.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEEmT

Business development by beverage category was as follows:

Sparkling drinks

In terms of product line expansion, we aggressively
accelerated the growth of “Zero Sugar” and “Fiber +” series
to meet the consumer interest in health and trendiness.
Leveraging on Fiber + sleek cans, we attract customer
flows with more fashionable and eye-catching packaging.
Leveraging on new flavors such as sprite fiber + cucumber,
we are able to offer consumers with more choices of drinks.

In terms of brand promotion, leveraging on the collaboration
between Coca-Cola Zero and the popular film named
Avengers: Endgame, we achieved satisfactory performance
on increasing appeal among younger consumers with movie
characters on product packaging.

In terms of packaging upgrades, the market share and
profitability of traditional products had further enhanced by
actively promoting the conversion of using sleek cans in key
markets and channels, as well as by the promotion of the
multi-pack series.

In the first half of 2019, sparkling products’ market share
by value in our operating regions increased by 0.1 of a
percentage point, with a sustained market share of over
60%, further surpassing our main competitors’ products.

CHINA FOODS LIMITED INTERIM REPORT 2019
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Juices

The juice industry was affected by the consumption
upgrades and the emerging of self-made beverage stores,
as a result, the overall revenue generated by the industry
recorded a decrease on a year-on-year basis. However,
driven by the new products upgraded in a comprehensive
manner, the Company’s revenue performance was better
than that of main competitors’ products by recording a
year-on-year positive growth.

During the period, “Minute Maid” underwent a product
upgrading of the largest scale since its launch on the
market, in return, the larger grains of pulps offer consumers
a more pleasant taste and the eye-catching packaging
bring consumers a full range of stunning visual effects. At
the same time, by virtue of the combined effects brought
forth by the brand new spokespersons and the marketing
campaigns conducted on different platforms, we are able
to attract targeted consumers in all-around ways ranging
from packaging designs, online promotion and in-store
displays. In terms of new products, the launch of “Minute
Maid” passion fruits and “Minute Maid” hawthorn, further
stimulated consumer’s purchase behavior.

In the first half of 2019, juice products’ market share
by value in our operating regions increased by 0.2 of a
percentage point, maintaining our leading position in the
industry.

MANAGEMENT DISCUSSION AND ANALYSIS
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MANAGEMENT DISCUSSION AND ANALYSIS
EEEWT

Water

The Company prioritized the launch of the mainstream
brand “Chun Yue” water at the RMB2 price point, as a
result, the advertising and marketing expenses put into the
market on an ongoing basis began to yield results and the
revenue generated in the period recorded a rapid growth.
By virtue of the enhanced channel distribution capabilities,
we also recorded a remarkable achievement on the water
product under the brand of “Ice Dew” at RMB1 price point,
a double digital growth on a year-on-year basis. In terms of
ZhongKe premier water series, the Company’s own brand,
collaborations were established with the high-end hotels so
as to build a premium brand image.

In the first half of 2019, the average per unit selling price of
the water products recorded high single digit growth. The
market share by value of water products in our operating
regions continuously improved with a year-on-year growth of
0.4 of a percentage point.

Energy drinks

During the period, “Monster” (/) energy drink
commenced cooperation with CNPC and Sinopec, by
doing so, over 2,000 image stores have been built within
petrol stations and service areas. In addition, leveraging on
the shelf displays in the petrol stations, schools, internet
cafes, supermarkets and other key channels, promotional
roadshows with free drinks for consumers and various
forms of consumer promotions, we are capable of enlarging
consumer bases, enhancing brand building and developing
steadily. As of June 2019, revenues generated from energy
drinks recorded a multiplier increase.
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Ready-to-drink teas

In the first half of 2019, CCBL introduced in its operating
regions a sugar-free tea brand “Authentic Tea House” for
the first time to launch Pu’er Sencha under “Authentic Tea
House”. Pu'er Sencha, made of selected Pu'er tea leaves
from Yunnan Province and carefully brewed, offers a mellow
and thick Chinese tea flavor, sugar-free but with inherent
sweetness. The tea is excellent in quality and contains
dietary fiber, with the per bottle dietary fiber content meeting
about 32% of an adult’s daily reference intake and helps
maintain bowel regularity.

“Yo! Tea”, a Western fruit-flavoured tea drink brand launched
last year, was made available in Tequila flavor during the
period, combined with the previous iced kumquat flavor,
blended berry flavor and apple and kiwi flavor, creating a
kind of distinct and trendy fruit-flavored tea drink with four
different flavors for the young consumers.

MANAGEMENT DISCUSSION AND ANALYSIS
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MANAGEMENT DISCUSSION AND ANALYSIS
EEERT

Ready-to-drink coffees

The domestic ready-to-drink coffee market is growing at a
rapid rate, with annual sales expecting to be USD2 billion,
representing an estimated compound growth rate of around
13% from 2017 to 2023. The Company launched the new
“GEORGIA” high-end ready-to-drink coffees in the previous
year, which won unanimous praise from the market. During
the period, targeting at the urban white-collar consumers, we
held a number of promotional roadshows with free drinks of
“GEORGIA” coffee for consumers in major office buildings,
reaching more than 100,000 consumers.

12 ' CHINA FOODS LIMITED INTERIM REPORT 2019
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Sports drinks

In May 2019, the Company launched two sports drink
products, namely “POWERADE Ran” exclusively designed
for explosive sports and “POWERADE Nai” exclusively
designed for endurance sports, providing different sports
with different formulas so as to enhance consumers’ sports
performance. The “POWERADE” brand recorded an annual
sales of more than USD2 billion in more than 80 countries
around the world.

Outlook

In the second half of 2019, China Foods will continue
to advance the strategy on a full spectrum of beverage
products and put more efforts on the promotion of new
products. As for its performance, the Company will achieve
its goal that the revenue continue to outgrow the industry
average through continuous market investment, continuous
new product introduction and new channel expansion
and improving the level of meticulous management. It
is expected that the prices of raw materials will fluctuate
within a narrow range, and our gross profit margin will
remain stable in the second half of 2019. Besides, driven
by regional integration and enhanced market execution, it is
expected that the overall expense ratio and profit margin of
the Company will achieve continuous improvement, and its
performance will maintain healthy growth in the second half
of 2019.

MANAGEMENT DISCUSSION AND ANALYSIS
EEERT
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MANAGEMENT DISCUSSION AND ANALYSIS
EEEmAT

FINANCIAL REVIEW
REVENUE

Sales volume growth amounted to 8% while revenue growth
reached 10%. The revenue growth was mainly driven by
sales volume growth, new products, and improvements in
packaging structure and price.

GROSS PROFIT MARGIN

International commodity and raw material prices continued
to exert pressure on costs in the first half of this year. Yet,
the relevant cost increases were effectively offset by the
increase in sales volume of high-margin products and the
improvement in packaging structure, as well as adjustments
to VAT rate, and thus the gross profit margin improved
slightly year-on-year.

OTHER INCOME AND GAINS

Other income and gains mainly represent processing service
income and government grants, which recorded no material
year-on-year movements.

DISTRIBUTION AND SELLING EXPENSES
RATIO/ADMINISTRATIVE EXPENSES RATIO

Distribution and selling expenses ratio dropped slightly by
1.0 percentage point, which was mainly attributable to the
improved efficiencies brought by supply chain optimisation
through regional integration.

Administrative expenses ratio decreased by 0.2 of a

percentage point, which was mainly due to the gradual gains
in efficiency from the business integration in current period.

FINANCE COSTS

Finance costs dropped year-on-year by 22% as a result
of the repayment of interest-bearing bank borrowings of
RMB400 million during the period.

INCOME TAX EXPENSES

Income tax expenses amounted RMB163 million,
representing an increase of 26.7%, which was in line with
profit growth.

LIQUIDITY AND FINANCIAL RESOURCES

The Company's treasury function operates as a centralised
service for:

° Reallocating financial resources within the Group;

° Procuring cost-efficient funding for the Group;
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° Managing financial risks, including interest rate and
foreign exchange rate risks; and

° Targeting yield enhancement opportunities.

The treasury function regularly and closely monitors its
overall cash and debt positions, reviews its funding costs
and maturity profiles to facilitate timely refinancing. Cash
pooling is applied in Mainland China for the more efficient
utilisation of cash. Also, the treasury function formulated
financial risk management procedures, which are subject to
periodic review by the senior management of the Company.

In the condensed consolidated statement of financial
position as at 30 June 2019, the Group’s unpledged cash
and cash equivalents totalled approximately RMB398 million
(31 December 2018: approximately RMB243 million). Net
current liabilities were approximately RMB2,684 million (31
December 2018: approximately RMB2,468 million).

Having considered the (i) forecast cash flow from operating
activities of continuing operation, (ii) existing financial
resources and gearing level of the Group, and (iii) existing
banking facilities available to the Group, the directors believe
that the Group’s financial resources are sufficient to fund
its debt payments, day-to-day operations, contracted capital
expenditures as at 30 June 2019.

CAPITAL STRUCTURE

As at and for the six months period ended 30 June
2019, the total number of issued shares of the Company
remained unchanged at 2,797,223,396. In the condensed
consolidated statement of financial position as at 30 June
2019, the Group had interest-bearing bank borrowings
of approximately RMB967 million (31 December 2018:
approximately RMB1,167 million).

As at 30 June 2019 and 31 December 2018, all bank
borrowings in Mainland China were denominated in
Renminbi, carried at annual interest rate of loan prime rate
-0.025% to loan prime rate -0.2645%.

As at 30 June 2019, net assets attributable to owners
of the parent were approximately RMB4,413 million (31
December 2018: approximately RMB4,219 million) and net
borrowing position of the Group (interest-bearing bank and
other borrowings less unpledged cash and cash equivalents)
was approximately RMB569 million (31 December 2018:
approximately RMB923 million) and the net gearing ratio
(ratio of net borrowing position of the Group to net assets
attributable to owners of the parent) was approximately 13%
(31 December 2018: approximately 22%).

MANAGEMENT DISCUSSION AND ANALYSIS
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MANAGEMENT DISCUSSION AND ANALYSIS
EEEmAT

CONTINGENT LIABILITIES AND ASSETS
PLEDGED

As at 30 June 2019 and 31 December 2018, the Group has
no significant contingent liabilities nor assets pledged (other
than certain bills payable).

FOREIGN EXCHANGE MANAGEMENT

Majority of monetary assets, monetary liabilities and
transactions of the Group were principally denominated
in Renminbi and recorded in the books of subsidiaries
operating in Mainland China (functional currency as
Renminbi). In respect of interest-bearing borrowings as
at 30 June 2019, all interest-bearing borrowings were
denominated in Renminbi and recorded in the books of the
subsidiaries operating in Mainland China.

Although the Group has not used any financial instruments
for hedging purposes, the treasury function actively and
closely monitors foreign exchange rate exposure. The foreign
exchange risk exposure is not significant.

HUMAN RESOURCES

As at 30 June 2019, the Group employed 19,582 staff
in Mainland China and Hong Kong (31 December 2018:
19,686). Employees are paid according to their positions,
performance, experience and prevailing market practices,
and are provided with management and professional
training.

Employees in Hong Kong are provided with retirement
benefits, either under a Mandatory Provident Fund
exempted ORSO scheme or under the Mandatory Provident
Fund scheme, as well as life insurance and medical
insurance. Employees in Mainland China are provided
with pension insurance, medical insurance, employment
injury insurance, unemployment insurance and maternity
insurance and housing fund contributions in compliance
with the requirements of the laws of China. Details of these
benefit schemes are set out in the Company’s 2018 Annual
Report.

Besides, the Group also encourages employee participation
in continuing training programmes, seminars and
e-learning courses through which will enhance their career
development and technical skills for tapping individual
potentials.

Hong Kong, 27 August 2019
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CORPORATE GOVERNANCE HIGHLIGHTS AND OTHER INFORMATION

TREABEREMES

DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SHARES AND UNDERLYING
SHARES

As at 30 June 2019, none of the directors of the Company
(the “Director(s)”) or their associates has any interest in the
shares, underlying shares and debentures of the Company
or any of its associated corporations (within the meaning of
Part XV of the Securities and Futures Ordinance (Cap. 571
of the Laws of Hong Kong) (the “SFO")) which will have
to be notified to the Company and The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) pursuant to
Divisions 7 and 8 of Part XV of the SFO (including interests
or short positions which any Director is deemed or taken
to be under such provisions of the SFO), or which are
required, pursuant to section 352 of the SFO, to be entered
in the register of interests to be kept by the Company or
which are required to be notified to the Company and the
Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers contained in
the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”).

SUBSTANTIAL SHAREHOLDERS’ AND
OTHER PERSONS’ INTERESTS AND
SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES

As at 30 June 2019, the interests and short positions of
substantial shareholders in the shares and underlying shares
of the Company as notified to the Company under Divisions
2 and 3 of Part XV of the SFO; or as recorded in the register
of interests of the Company required to be kept under
Section 336 of the SFO, were as follows:
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CORPORATE GOVERNANCE HIGHLIGHTS AND OTHER INFORMATION
TEELCRERAMER

Aggregate long positions in the shares and
underlying shares of the Company

REAQXTRORAEBRD ZFREH

Number of shares held (Note 1)
FEROEE (fitl)

Directly Through Approximate

beneficially controlled percentage of

Name of substantial shareholder owned corporations issued shares

EERTRSE

FTERFEER EREREE ZBBIZELE MAE 2

(Note 2)

(Hi2)

China Foods (Holdings) Limited 2,072,688,331 - 2,072,688,331 74.10%

HER M (ER)BR AR

COFCO (Hong Kong) Limited - 2,072,688331 2,072,688,331 74.10%
HREE (F8)ERAF (Note 3)
(H1723)

COFCO - 2,072,688331 2,072,688,331 74.10%
Hig (Note 4)
(f1at4)

Notes: MaE:

1. Long positions in the shares of the Company, other than 1. ZARABRMHZEE (ERITETEMERE RREE K
equity derivatives such as share options, warrants or AIRRESHBRIN) o
convertible bonds.

2. The percentages were calculated based on the total number 2. B IREARRNR2019F6H308 2 B BTN A
of shares of the Company in issue as at 30 June 2019, i.e. (BN2,797,223,396 R4 i 10 ) 5T & -
2,797,223,396 shares.

3. COFCO (Hong Kong) Limited (“COFCO (HK)"), through its 3. HEEE(FEB)ERAR([PRERESEREZENE
wholly-owned subsidiary, China Foods (Holdings) Limited, AR BER M (EK) B R QG BR2,072,688331 0%
was deemed to be interested in 2,072,688,331 shares. RipPIEE -

4. COFCO, through its wholly-owned subsidiary, COFCO (HK), 4. PREHHEWEARTREBEERHRN2,072,688331

was deemed to be interested in 2,072,688,331 shares.

Save as disclosed herein, as at 30 June 2019, the Company
had not been notified of any other persons who had interests
or short positions in the shares or underlying shares of the
Company, which are required to be recorded in the register
of interests of the Company required to be kept under
Section 336 of the SFO.

CHINA FOODS LIMITED INTERIM REPORT 2019

BRIR 17 o B 35

BRSSO B & SN 201966 H30H » AN RN M FAT
MR A TR AARRAE Z BN HEERN 2 Eamzdoxk B
MAE LN RIEE 77 kB GO E3B6EREMERF 2
RRTHESE LM -



CORPORATE GOVERNANCE HIGHLIGHTS AND OTHER INFORMATION

SHARE OPTION SCHEME

The Company and its subsidiaries have no share option
scheme.

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

Neither the Company nor any of its subsidiaries purchased,
sold or redeemed any of the Company’s listed securities
during the six months period ended 30 June 2019.

CORPORATE GOVERNANCE CODE

The Company has applied the principles and complied with
all the code provisions of the Corporate Governance Code as
set out in Appendix 14 to the Listing Rules throughout the
six months ended 30 June 2019.

SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model
Code”) contained in Appendix 10 to the Listing Rules as its
code of conduct regarding directors’ securities transactions.
Following specific enquiries by the Company, all directors of
the Company confirmed that they have complied with the
required standards set out in the Model Code throughout the
six months ended 30 June 2019.

UPDATES ON DIRECTORS’ INFORMATION

Mr. Chen Lang was appointed as the chairman of the Board
and a non-executive director of the Company with effect
from 26 April 2019 and then retired in accordance with the
bye-laws of the Company at the annual general meeting of
the Company held on 4 June 2019 (the “2019 AGM”). At
the 2019 AGM, an ordinary resolution was passed to elect
Mr. Chen Lang as a non-executive director. Please refer to
the section headed “Election of a Director” under the letter
from the board to the Company’s supplemental circular
dated 3 May 2019 for his biography and other information.
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CORPORATE GOVERNANCE HIGHLIGHTS AND OTHER INFORMATION

TEELCRERAMER

Mr. Chen Lang was a vice chairman of the board of directors
and a member of strategy committee of Shanxi Xinghuacun
Fen Wine Factory Co., Limited (LLPEZIER DB B
fR /A E]) (a company listed in Shanghai) until June 2019;
and an executive director and the chairman of the board
of China Resources Beer (Holdings) Company Limited (a
company listed in Hong Kong) until July 2019.

Mr. Yu Xubo, who was appointed on 4 January 2019, has
resigned as the chairman of the Board and a non-executive
director of the Company with effect from 26 April 2019.

REVIEW OF INTERIM RESULTS

The unaudited condensed consolidated interim financial
information of the Group for the period has been reviewed
by the Audit Committee of the Board.

INTERIM DIVIDEND

The Board did not declare the payment of an interim
dividend for the six months ended 30 June 2019 (30 June
2018: Nil).
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Deloitte

To the Board of Directors of China Foods Limited
(Incorporated in Bermuda with limited liability)

We have reviewed the condensed consolidated financial
statements of China Foods Limited (the “Company”) and
its subsidiaries (collectively referred to as the “Group”) set
out on pages 23 to 56, which comprises the condensed
consolidated statement of financial position as of 30 June
2019 and the related condensed consolidated statement
of profit or loss, statement of comprehensive income,
statement of changes in equity and statement of cash flows
for the six-month period then ended, and certain 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 the Hong Kong Institute of Certified
Public Accountants. The directors of the Company are
responsible for the preparation and presentation of these
condensed consolidated financial statements in accordance
with HKAS 34. Our responsibility is to express a conclusion
on these condensed consolidated financial statements
based on our review, and to report our conclusion 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.

)

BTERRARARESS
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MR BERREATAETNEBGRXRBEGTMA
SRMNBBGTERNFEMR (PR BHRE] ([FE
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REPORT ON REVIEW OF CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

ARG EMBRRERRE

We conducted our review in accordance with Hong Kong
Standard on Review Engagements 2410 “Review of Interim
Financial Information Performed by the Independent
Auditor of the Entity” issued by the Hong Kong Institute of
Certified Public Accountants. A review of these condensed
consolidated financial statements 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.

Based on our review, nothing has come to our attention
that causes us to believe that the condensed consolidated
financial statements are not prepared, in all material
respects, in accordance with HKAS 34.

Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong
27 August 2019
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CONDENSED_CONSOLIDATED STATEMENT OF PROFIT OR LOSS

s S IEmERR

For the six months ended 30 June 2019

B E2019F6 A30H 1L/~ & A

Six months ended

BZ2LULTNHHIEAREA
30/6/2019 30/6/2018
20195 20184
6H30H 6H30H
NOTES RMB’000 RMB’000
B 5 ARET T ARET T
(Unaudited) (Unaudited)
(REBER) (REEEZ)
Revenue g A 4A 9,551,038 8,697,780
Cost of sales SHER AR (6,157,203) (5,650,173)
Gross profit EAH 3,393,835 3,047,607
Other income and gains H b g A R s 2 5 49,886 129,666
Distribution and selling expenses iR HE X (2,494,000) (2,361,234)
Administrative expenses THREH (223,971) (215,393)
Other expenses and losses H b i N g5 B (21,071) (15,375)
Finance costs & A 6 (29,035) (37,117)
Share of profit of associates FEAG B 2 A &) g A 22,770 28,671
Profit before tax R A5 A1 g ) 698,414 576,825
Income tax expense FriSHi &z i 7 (162,761) (128,501)
Profit for the period B Al 8 535,653 448,324
Profit for the period attributable to: JE {5 BR & A -
Owners of the Company ZIN/NEIEZ =N 290,300 252,359
Non-controlling interests FEPE AR A 2= 245,353 195,965
535,653 448,324
Earnings per share TFRAF
Basic (cents) AR (H) 10 10.38 9.02
Diluted (cents) #E () N/AT B A N/AT 3 A

2019 iR E HERMARLR
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CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
ERFE2EWARR

For the six months ended 30 June 2019
HZE2019F6 H30H IE/~@ A

Six months ended
BZELLTHHIEAER
30/6/2019 30/6/2018
20195 20184
6H30H 6A30H

RMB’000 RMB’000
AR®Tx ARET T
(Unaudited) (Unaudited)
(REEZ) (REEEZ)

Profit for the period B P ) 535,653 448,324
Other comprehensive expense for the period, HRNEMEAES -

net of tax (B0 E) - -
Total comprehensive income for the period B2 E W A 42%E 535,653 448 324
Total comprehensive income for the period FE(RERA 2 LA BEE :

attribute to:

Owners of the Company ViN/NETEZ ¥ =N 290,300 252,359

Non-controlling interests eI RE = 245,353 195,965

535,653 448 324
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CONDENSED _CONSOLIDATED STATEMENT OF FINANCIAL POSITION
fEERAR S BRI R

As at 30 June 2019
7R2019%6 A30H

30/6/2019 31/12/2018
20195 20184
6H30H 12H31H
RMB’000 RMB’000
ARET ARETIT
(Unaudited) (Audited)
(REER) (&%)
Non-current Assets ERBEE
Property, plant and equipment VI BB MR 11 4,962,812 4,886,534
Right-of-use assets FHREEE 11 582,607 -
Investment properties TEMSE - 20,100
Prepaid lease payments TEfT i & FIE - 529,445
Prepayments for property, Y- BEREEZ
plant and equipment T8 R IE 4,595 4,126
Intangible assets EmEE 3,506,274 3,506,274
Investments in associates REEERF) 2 E 766,080 742,028
Deferred tax assets RIETHIRE E 352,517 379,390
10,174,885 10,067,897
Current Assets REEE
Inventories FE 1,132,804 1,650,318
Accounts and bills receivables JrE Uk BR 7k M R4 12 654,279 304,788
Prepayments, deposits and other FENRIE e R
receivables H b e W IE 589,217 566,129
Due from fellow subsidiaries EE NIV 18 45,492 23,892
Due from the immediate holding HEERARRR
company 18 145 138
Due from the ultimate holding company &3 A% A TR X 18 9 71
Due from non-controlling shareholders  Ff & A &) 2 JE22 A% I% 3R /R 3¢
of subsidiaries 18 4,787 359
Due from associates i NCIDSE 18 16,644 19,743
Due from other related party H b B BN =) R 3R 18 436,375 385,665
Prepaid tax BT IB 31,098 18,254
Pledged deposits AR TF R 14,120 7,961
Cash and cash equivalents RekRESEEBEER 397,770 243,235
3,322,740 3,220,553

2019 iR E HERMARLR
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

RS FMRR R
As at 30 June 2019
R2019%6 A30H

30/6/2019
20194
6H30H
RMB’000

ARE TR
(Unaudited)
(RIBEZ)

31/12/2018
20184
12H31H
RMB’000
AREET T
(Audited)
(- z)

Current Liabilities REEE
Accounts and bills payables JEASBR UA&mTE 14 981,919 606,811
Other payables and accruals HithEMRIERETAE 15 2,911,817 2,695,379
Contract liabilities AHEE 262,429 1,341,686
Lease liabilities HEAE 17,971 =
Borrowings & 13 966,500 580,000
Due to fellow subsidiaries YNGESIENGIES 18 155,748 152,685
Due to the ultimate holding company REARTERR N RIFK 18 - 1,336
Due to non-controlling shareholders YNNG 32 Hxﬁx?
of subsidiaries B 18 - 6,749
Due to associates R BN RIFTE 18 257,932 163,330
Due to other related party R EL A B A B F0E 18 391,131 110,539
Tax liabilities HMIEEE 61,036 29,978
6,006,483 5,688,493
Net Current Liabilities RBEEEE (2,683,743) (2,467,940)
Total Assets Less Current Liabilities EERERABAE 7,491,142 7,599,957
Non-current Liabilities FRBEME
Borrowings BE 13 - 586,500
Deferred income PEIEUA 203,507 204,355
Deferred tax liabilities RIEFRIEAFE 101,661 95,666
Lease liabilities HEEE 33,119 -
338,287 886,521
Net Assets BEEFRE 7,152,855 6,713,436
Capital and Reserves BEXRR A E
Share capital N 16 293,201 293,201
Share premium and reserves f& 19 % (B M k& 4,119,777 3,925,711
Equity attributable to owners of ARRHEE AELER
the Company 4,412,978 4218912
Non-controlling interests IEVERR R 2,739,877 2,494,524
Total Equity EZEE 7,152,855 6,713,436
LUAN Xiuju SHEN Peng
BEH R
Director Director
EZE EZE
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
ERRGSERE B HE

For the six months ended 30 June 2019
HZE2019F6 A30H IE/~@ A

Attributable to owners of the Company

ADAERAELR

Asset Non-
Issued Share Capital Reserve  revaluation Retained controlling

capital premium reserve funds profits Total interests  Total equity

EBRTRE ROEE EXRB e RERT A5t FERRERZ  ERAE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARETT ARETL ARBTT ARBTL ARBTR ARETR ARETR ARNTR

At 1 January 2019 (audited) R2019F1A1H

(BER) 293,201 30,820 823,096 23,534 3,204 3,045,057 4,218912 2,494,524 6,713,436

Profit and total comprehensive ~ HiREFI R Eb2E
income for the period WA - - - - - 290,300 290,300 245,353 535,653
Final 2018 dividends declared B8 &2018F K £ & - - - - - (96,234) (96,234) - (96,234)

At 30 June 2019 (unaudited) #201946A308

(REER) 293,201 30,820 823,096 23,534 3,204 3,239,123 4,412978 2,739,877 7,152,855

At 1 January 2018 20181 A1H

(audited and restated*) (EE=EAS5*) 293,201 30,820 823,096 22,89 3204 2,783,291 3956506 2295525 6,252,031
Profit and total comprehensive ~ HiREFI R Eb2E

income for the period WA - - - - - 252,359 252,359 195,965 448324
Final 2017 dividends declared BB R2017F R EAE - - - - = (54,828) (54,828) - (54,828)
Dividends paid to non-controlling 2 i B2 &3 &

shareholders of subsidiaries AR A B - - - - - - - (27,361) (27,361)

At 30 June 2018 (unaudited) #2018%6A30H
(REE%) 293,201 30,820 823,096 22,89 3204 2980822 4,154,037 2464129 6,618,166

*

Refer to 2018 annual report note 20 of consolidate financial * BB 2E2018F F R A B MK M FE20 -
statement for detail.
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
BRAGESRERER

For the six months ended 30 June 2019
HZE2019F6 H30H IE/~@ A

Six months ended
BZELLTHHIEAER
30/6/2019 30/6/2018
20195 20184
6H30H 6A30H

RMB’000 RMB’000
ARET T ARET T
(Unaudited) (Unaudited)
(REEZ) (REEEZ)

OPERATING ACTIVITIES L
Profit before tax R A5 Al g ) 698,414 576,825
Adjustments for: BLUATRIE B B %
Finance costs A& A 6 29,035 37,117
Share of profits of associates FE GBS & 2 J)a Al (22,770) (28,671)
Bank interest income SRATH B U A 5 (2,801) (2,161)
Impairment loss, net of reversal WEEE (KR ER)
—account receivables — FEURBR X 8 1,029 277
—property, plant and equipment — M BE R 8 8,843 9,241
Depreciation of property, plant and Y BB M E
equipment 8 224,745 232,668
Depreciation of right-of-use assets FREEENE 8 18,732 =
(Gain)/loss on disposal of property, HEWE - BER&E
plant and equipment (W), B8 (299) 5,025
Amortisation of prepaid lease payment TEAS - th 0 & SR I8 5 - 9,573
Provision against inventories GFERE 8 5,235 4,027
Asset related government grants & AR &9 B 4 B 5 (11,948) (24,090)
948,215 819,831
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
SRGEHESRE

For the six months ended 30 June 2019

H E2019F6A30H 17518 A

Six months ended

BZ2LULTNHEHIEAREA
30/6/2019 30/6/2018
201945 20184
6H30H 6A30H
RMB’000 RMB’000
ARET T ARET T
(Unaudited) (Unaudited)
(REER) (REEEZ)
Decrease in inventories FERD 510,997 210,476
Increase in accounts and bills JiE U BR 7R & ZE AR 3 0
receivables (349,872) (340,346)
Increase in prepayments, deposits FEMRIE e kEM
and other receivables & W R IESE AN (35,793) (331,715)
Increase in amounts due from fellow EEINIEMNEIRE: Sl
subsidiaries (21,600) (12,113)
Decrease in an amount due from the Bx AR A A) R SO A
ultimate holding company 62 -
(Increase)/decrease in amounts due NENSIER G E WG
from non-controlling shareholders of (3#m)
subsidiaries (4,428) 4,434
Increase in amounts due from the HEER A TR FIE
immediate holding company (7) -
(Increase)/decrease in amounts due RAE QAR (),
from related company VRS (50,710) 371,840
Decrease/(increase) in amounts due B R B R R
from associates (3&n) 3,099 (17,258)
Increase in accounts and bills payables & < B 3% &2 Z= 45 42 A1 375,108 378,543
Increase in other payables and accruals & {3718 & fE 5t & (&
0 141,247 202,868
Decrease in contract liabilities A BaERD (1,079,257) (719,491)
Increase in amounts due to fellow R R Z B B X B FRIE 1 A0
subsidiaries 3,063 31,802
Decrease in an amount due to the R ERARE IR 1 R R
ultimate holding company (1,336) =
Increase/(decrease) in amounts due to R BEE A B FIEE A1,
related company ORA) 280,592 (111,621)
Decrease in amounts due to YD IENGIE = 8
non-controlling shareholders of KIER D
subsidiaries (6,749) (8,254)
Increase in amounts due to associates IR B N ) FRIE N 94,602 63,293
Cash generated from operations KEEEMEZIRE 807,233 542 289
Interest paid EfAE (27,768) (37,117)
Income tax paid BAIFREH (111,679) (143,333)
Net cash from operating activities CEEEAS 2R & 55 667,786 361,839
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
ERFEHESRER

For the six months ended 30 June 2019

#H Z=2019F6 A30H L/~ & A

Six months ended

30

BZELLTHHIEAER
30/6/2019 30/6/2018
20195 20184
6H30H 6A30H
RMB’000 RMB’000
ARET T ARKEFIT
(Unaudited) (Unaudited)
(REBER) (REEEZ)
INVESTING ACTIVITIES BEEH
Interest received B UWF B 2,801 2,161
Increase in pledged deposits IR F FUE N (6,159) (3,689)
Mainland China income tax paid on WEEEE AT B A
investing activities FTiS#7 - (444,868)
Proceeds from disposal of property, HEME BB K&
plant and equipment Fr1S 50E 12,496 7,397
Purchases of property, plant and BEWE WEKEE
equipment (314,461) (262,781)
Receipt of government grants W B B 48 B 11,100 21,963
Net cash used in investing activities KEEETAR e F5E (294,223) (679,817)
FINANCING ACTIVITIES BEEH
New bank borrowings FTIIRITIE X 200,000 =
Repayments of bank borrowings ERBITENR (400,000) -
Repayments of lease liabilities EEHEARE (10,014) -
Dividends paid to non-controlling M HTE A I FEIEAR AR R
shareholders of subsidiaries SRR (9,014) (27,361)
Net cash used in financing activities MEESTAR 55 (219,028) (27,361)
NET INCREASE/(DECREASE) IN ReRBELESEBFEREM
CASH AND CASH EQUIVALENTS (R4) F58 154,535 (345,339)
Cash and cash equivalents at 1 January R1AIBZIRERIIRE
EEIEH 243,235 832,063
CASH AND CASH EQUIVALENTS AT MR6A30E2EERBEE
30 JUNE £EEH
represented by bank balances and cash Bl$R71T45 82 IR & 397,770 486,724
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For the six months ended 30 June 2019
#H Z=2019%6A308 (E/~E B

China Foods Limited (the “Company”) is a limited
liability company incorporated in Bermuda. The
registered office of the Company is located at
Clarendon House, 2 Church Street, Hamilton HM 11,
Bermuda.

The Company is a subsidiary of China Foods
(Holdings) Limited, a company incorporated in the
British Virgin Islands. In the opinion of the directors
of the Company (the “Directors”), the ultimate
holding company is COFCO Corporation, which is
a state-owned enterprise registered in the People’s
Republic of China (the “PRC").

During the six months ended 30 June 2019, the
Company and its subsidiaries (collectively referred to
as the “Group”) were involved in processing, bottling
and distribution of sparkling beverage products, and
distribution of still beverage products.

The condensed consolidated financial statements
are presented in Renminbi (“RMB”), which is the
Company’s functional currency.

The condensed consolidated financial statement
have been prepared in accordance with Hong
Kong Accounting Standard 34 (“HKAS 34”) Interim
Financial Reporting issued by the Hong Kong Institute
of Certified Public Accountants (the “HKICPA”) as
well as with the applicable disclosure requirements
of Appendix 16 to the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”).

FEERERAA([ARARA—RKRBEREDE
MR BEREERF AR A ZEMHERMLRN
Clarendon House, 2 Church Street, Hamilton HM 11,
Bermuda °

ARRNERBEBRESEMRINTERR (1
BOBRARNMBAR -ARBIES ([EF])R
5 REERAR AR EARKME (THE])E
MeBEAEEFREEAERAA -

B E201946A308 EAB A ARFRANEL
B (GefE (A E )2 8T BHEH 8K
HEQURS BT RBHER -

BRZRAMBREUARE (AR IH AR
BRARRAINEEE-

ARG MBERRDRIEFESHMAE ([FE
SR AE ) BANEE S ERFEMNR ([FE
ST EREMR ) PR BREUALFTEH AR
SRARARZEZ EmARA (T EWRA)KHEk16
MEARERE MRS -

20194 R HfR &
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
fEERAR S B SRR iRE

For the six months ended 30 June 2019

B ZE201966 A30H 1L/~ A

32

The condensed consolidated financial statements
have been prepared on a going concern basis
notwithstanding that the Group had net current
liabilities of RMB2,683,743,000 at the end of the
reporting period. In preparing these condensed
consolidated financial statements, the Directors
have given careful consideration to the current and
anticipated future liquidity of the Group. Taking into
account, inter alia, (i) the unutilised loan facilities
at the end of the reporting period, and (ii) the
expected net cash inflows generated from the Group’s
operations for the next twelve months. The Directors
are of the opinion that the Group will be able to meet
its liabilities as and when they fall due, accordingly
the Directors consider that the preparation of these
condensed consolidated financial statements on a
going concern basis is appropriate.

The condensed consolidated financial statements have
been prepared on the historical cost basis.

Other than changes in accounting policies resulting
from application of new and amendments to Hong
Kong Financial Reporting Standards (“HKFRSs”), the
accounting policies and methods of computation used
in the condensed consolidated financial statements
for the six months ended 30 June 2019 are the same
as those presented in the Group’s annual financial
statements for the year ended 31 December 2018.

INTERIM REPORT 2019

BEAKRERBERRERADABIFAARE
2,683,743,0007T - AR A M B HR NI AELZE
ARG -RNEEAEARSBBERRE EFC
BEERERAEE BN MNERARAKRNRBDES - KLE
B (EHERE) ©RNeEHRRBANETEE &
(ARERRT—ERAEBRELEEEMELENTE
HRSRAFR-BEERR AEESERENE
PEE-R EER/RBELEEERAUR
BRAGEMBERRTBEE

BAGE M RRTIIRE L A E R -

BRIEMFAI MBI ERBM RS ER ([FEY
B ERER ) GRS BREE I B E2019F
6H308 1L/ 1E A AR %R & B 75 K 8 A A & 51X
REFETEZRAEEHE2018F12A31H LF
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

PRINCIPAL ACCOUNTING POLICIES
(continued)

Application of new and amendments to
HKFRSs

In the current interim period, the Group has applied,
for the first time, the following new and amendments
to HKFRSs issued by the HKICPA which are
mandatory effective for the annual period beginning
on or after 1 January 2019 for the preparation of the
Group'’s condensed consolidated financial statements:

HKFRS 16
HK(IFRIC)-Int 23

Leases
Uncertainty over Income Tax Treatments

Amendments to Prepayment Features with Negative
HKFRS 9 Compensation

Amendments to Plan Amendment, Curtailment or Settlement
HKAS 19

Amendments to Long-term Interests in Associates and Joint
HKAS 28 Ventures

Amendments to Annual Improvements to HKFRSs
HKFRSs 2015-2017 Cycle

Except as described below, the application of the new
and amendments to HKFRSs in the current period
has had no material impact on the Group’s financial
performance and positions for the current and prior
periods and/or on the disclosures set out in these
condensed consolidated financial statements.

3.1 Impacts and changes in accounting
policies of application on HKFRS 16
Leases

The Group has applied HKFRS 16 for the first
time in the current interim period. HKFRS 16
superseded HKAS 17 Leases (“HKAS 17”), and
the related interpretations.

3.1.1 Key changes in accounting policies resulting
from application of HKFRS 16

The Group applied the following accounting
policies in accordance with the transition
provisions of HKFRS 16.

3.

fEBRER S R ERR MY

For the six months ended 30 June 2019
H Z£2019F6H308 IE/<1@ A

FESTEX (&)

FERAFIEREMBRELENREFEBMBR
HERWEET

\:

/7

RADHEE AEEEaREAATEESTM

SEMMN2019F1 A 1B sz 1% &Y 5 2 BRI 58 i A4
WH)FR] B8 M 5 S E R R W BB I BREEA
E5] UREARE G RRE P BEHRE:

g

BAMBREENEICE HE

BE (BRYHRE PGB E AN REE I
2BZEg)
—REE23%

BEMBREENRN AFARENRAENHE
(&)

BRI LRI AT AR EE
SCEEN,

éé%@%fﬁﬂ%%%?ﬁ RBEARRAEL R KPR

EHEY)

BEMBREER BAMBREER015FE

(&) 2017FBHHFESE

BT Pt &5 AER R ¥R BB M IS s
A R E BB RE L NET W ARH A EBE R A
i o 38 1 B R O B S R 3R St B o7k 5 G B AR
EUBRRABHRBENEATE -

3.1 EREEAMBHRELEAFICHREENS
SRR EREE

AEBERAT B EXEBEENBR
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

fHRRAR S BT R RIS
For the six months ended 30 June 2019
B ZE2019F6 A30H IE/~E@ A

3. PRINCIPAL ACCOUNTING POLICIES
(continued)

3.1

3.1.1

Impacts and changes in accounting
policies of application on HKFRS 16
Leases (continued)

Key changes in accounting policies resulting
from application of HKFRS 16 (continued)

Definition of a lease

A contract is, or contains, a lease if the contract
conveys the right to control the use of an
identified asset for a period of time in exchange
for consideration.

For contracts entered into or modified on or after
the date of initial application, the Group assesses
whether a contract is or contains a lease based
on the definition under HKFRS 16 at inception
or modification date. Such contract will not be
reassessed unless the terms and conditions of
the contract are subsequently changed.

As a lessee

Allocation of consideration to components of a
contract

For a contract that contains a lease
component and one or more additional lease
or non-lease components, the Group allocates
the consideration in the contract to each
lease component on the basis of the relative
stand-alone price of the lease component and
the aggregate stand-alone price of the non-lease
components.

Short-term leases and leases of low-value assets

The Group applies the short-term lease
recognition exemption to leases that have
a lease term of 12 months or less from the
commencement date and do not contain a
purchase option. It also applies the recognition
exemption for lease of low-value assets. Lease
payments on short-term leases and leases of
low-value assets are recognised as expense on a
straight line basis over the lease term.

CHINA FOODS LIMITED INTERIM REPORT 2019
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

PRINCIPAL ACCOUNTING POLICIES
(continued)

3.1

3.1.1

Impacts and changes in accounting
policies of application on HKFRS 16
Leases (continued)

Key changes in accounting policies resulting
from application of HKFRS 16 (continued)

As a lessee (continued)
Right-of-use assets

Except for short-term leases and leases of low
value assets, the Group recognises right-of-use
assets at the commencement date of the lease
(i.e. the date the underlying asset is available
for use). Right-of-use assets are measured
at cost, less any accumulated depreciation
and impairment losses, and adjusted for any
remeasurement of lease liabilities.

The cost of right-of-use asset includes:

° the amount of the initial measurement of
the lease liability;

° any lease payments made at or before
the commencement date, less any lease
incentives received;

° any initial direct costs incurred by the
Group; and

° an estimate of costs to be incurred by
the Group in dismantling and removing
the underlying assets, restoring the site
on which it is located or restoring the
underlying asset to the condition required
by the terms and conditions of the lease.

ERR4R & MR R M T
For the six months ended 30 June 2019
H Z£2019F6H308 IE/<1@ A
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

fHRRAR S BT R RIS
For the six months ended 30 June 2019
B ZE2019F6 A30H IE/~E@ A

3. PRINCIPAL ACCOUNTING POLICIES
(continued)

3.1

3.1.1

Impacts and changes in accounting
policies of application on HKFRS 16
Leases (continued)

Key changes in accounting policies resulting
from application of HKFRS 16 (continued)

As a lessee (continued)
Right-of-use assets (continued)

Right-of-use assets in which the Group is
reasonably certain to obtain ownership of the
underlying leased assets at the end of the lease
term is depreciated from commencement date to
the end of the useful life. Otherwise, right-of-use
assets are depreciated on a straight-line basis
over the shorter of its estimated useful life and
the lease term.

The Group presents right-of-use assets
as a separate line item on the condensed
consolidated statement of financial position.

Leasehold land and building

For payments of a property interest which
includes both leasehold land and building
elements, the entire property is presented as
property, plant and equipment of the Group
when the payments cannot be allocated reliably
between the leasehold land and building
elements.

Refundable rental deposits

Refundable rental deposits paid are accounted
under HKFRS 9 Financial Instruments (“HKFRS
9”) and initially measured at fair value.
Adjustments to fair value at initial recognition are
considered as additional lease payments and
included in the cost of right-of-use assets.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

PRINCIPAL ACCOUNTING POLICIES
(continued)

3.1

3.1.1

Impacts and changes in accounting
policies of application on HKFRS 16
Leases (continued)

Key changes in accounting policies resulting
from application of HKFRS 16 (continued)

As a lessee (continued)
Lease liabilities

At the commencement date of a lease, the
Group recognizes and measures the lease
liability at the present value of lease payments
that are unpaid at that date. In calculating the
present value of lease payments, the Group
uses the incremental borrowing rate at the lease
commencement date if the interest rate implicit
in the lease is not readily determinable.

The lease payments include:

° fixed payments (including in-substance
fixed payments) less any lease incentives
receivable;

° variable lease payments that depend on
an index or a rate;

° amounts expected to be paid under
residual value guarantees;

° the exercise price of a purchase option
reasonably certain to be exercised by the
Group; and

o payments of penalties for terminating a
lease, if the lease term reflects the Group
exercising the option to terminate.

After the commencement date, lease liabilities
are adjusted by interest accretion and lease
payments.

ERR4R & MR R M T
For the six months ended 30 June 2019
H Z£2019F6H308 IE/<1@ A
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
fEERAR S B SRR iRE

For the six months ended 30 June 2019

#H Z=2019F6 A30H L/~ & A

3. PRINCIPAL ACCOUNTING POLICIES
(continued)

3.1 Impacts and changes in accounting 3.1
policies of application on HKFRS 16

Leases (continued)

3.1.1 Key changes in accounting policies resulting
from application of HKFRS 16 (continued)

As a lessee (continued)
Lease liabilities (continued)

The Group remeasures lease liabilities (and
makes a corresponding adjustment to the
related right-of-use assets) whenever:

° the lease term has changed or there is a
change in the assessment of exercise of a
purchase option, in which case the related
lease liability is remeasured by discounting
the revised lease payments using a revised
discount rate at the date of reassessment.

Lease modifications

The Group accounts for a lease modification as
a separate lease if:

° the modification increases the scope of
the lease by adding the right to use one or
more underlying assets; and

° the consideration for the leases increases
by an amount commensurate with the
stand-alone price for the increase in
scope and any appropriate adjustments
to that stand-alone price to reflect the
circumstances of the particular contract.

For a lease modification that is not accounted
for as a separate lease, the Group remeasures
the lease liability based on the lease term of the
modified lease by discounting the revised lease
payments using a revised discount rate at the
effective date of the modification.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

PRINCIPAL ACCOUNTING POLICIES
(continued)

3.1

3.1.1

Ll

Impacts and changes in accounting
policies of application on HKFRS 16
Leases (continued)

Key changes in accounting policies resulting
from application of HKFRS 16 (continued)

As a lessee (continued)
Taxation

For the purposes of measuring deferred
tax for leasing transactions in which the
Group recognises the right-of-use assets and
the related lease liabilities, the Group first
determines whether the tax deductions are
attributable to the right-of-use assets or the lease
liabilities.

For leasing transactions in which the tax
deductions are attributable to the lease
liabilities, the Group applies HKAS 12 Income
Taxes requirements to the leasing transaction
as a whole. Temporary differences relating
to right-of-use assets and lease liabilities
are assessed on a net basis. Excess of
depreciation on right-of-use assets over the
lease payments for the principal portion of lease
liabilities resulting in net deductible temporary
differences.

Transition and summary of effects arising from
initial application of HKFRS 16

Definition of a lease

The Group has elected the practical expedient
to apply HKFRS 16 to contracts that were
previously identified as leases applying HKAS
17 and HK(IFRIC)-Int 4 Determining whether an
Arrangement contains a Lease and not apply this
standards to contracts that were not previously
identified as containing a lease. Therefore, the
Group has not reassessed contracts which
already existed prior to the date of initial
application.

ERR4R & MR R M T
For the six months ended 30 June 2019
H Z£2019F6H308 IE/<1@ A

3. FESFHE(R)

A& Eﬂﬂ&i&%f AIZE16RHEHENS
SRR ENRED (F)

311 BEREBHBHEERFI6H B E B

KREXZE (&)

EREBAAN (&)

i TH
R

AR EERBRNASEEREREE
ENERAEERENHERZMELNRLT
%Rlﬁﬁﬁ AKEEABECREEENM

%Fﬁ%ﬁw FENEAREENEERE
A 32 AEEHEERSERELES
#EW%H%% SHZHE BERBEE
FHERBERBCERIEEREFEET
E-ERBEEEM RNTEBAAF NN
HEREASHMOEL T ERNEREER-

312 BEXEREERBHEERF165 E L 148

EBRZEHI
HENESR

RSB BRI R 1T AT R - BL 5T A E A
BREGHENFIIRREE (BRMBRE
REZEY) REFIETLHEEERE
HECRAIRBEENANERET BB RE
ERFIEW BT ARBANSEEE
EMANREAZEL -Ht AEE TS EN
HERERXERBEBRREFENGL -
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
fEERAR S B SRR iRE

For the six months ended 30 June 2019

#H Z=2019F6 A30H L/~ & A

3. PRINCIPAL ACCOUNTING POLICIES
(continued)

3.1 Impacts and changes in accounting
policies of application on HKFRS 16
Leases (continued)

3.1.2 Transition and summary of effects arising from
initial application of HKFRS 16 (continued)

Definition of a lease (continued)

For contracts entered into or modified on or after
1 January 2019, the Group applies the definition
of a lease in accordance with the requirements
set out in HKFRS 16 in assessing whether a
contract contains a lease. The application of
new definition of a lease has no impact to the
Company.

As a lessee

The Group has applied HKFRS 16 retrospectively
with the cumulative effect recognised at the
date of initial application, 1 January 2019. Any
difference at the date of initial application is
recognised in the opening retained profits and
comparative information has not been restated.

When applying the modified retrospective
approach under HKFRS 16 at transition, the
Group applied the following practical expedients
to leases previously classified as operating leases
under HKAS 17, on lease-by-lease basis, to the
extent relevant to the respective lease contracts:

° relied on the assessment of whether
leases are onerous by applying HKAS
37 Provisions, Contingent Liabilities and
Contingent Assets as an alternative of
impairment review;

° elected not to recognise right-of-use assets
and lease liabilities for leases with lease
term ends within 12 months of the date of
initial application;

CHINA FOODS LIMITED INTERIM REPORT 2019
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

PRINCIPAL ACCOUNTING POLICIES
(continued)

3.1

312

Impacts and changes in accounting
policies of application on HKFRS 16
Leases (continued)

Transition and summary of effects arising from
initial application of HKFRS 16 (continued)

As a lessee (continued)

o excluded initial direct costs from
measuring the right-of-use assets at the
date of initial application;

° used hindsight based on facts and
circumstances as at date of initial
application in determining the lease term
for the Group’s leases with extension and
termination options.

On transition, the Group has made the following
adjustments upon application of HKFRS 16:

As at 1 January 2019, the Group recognised
additional lease liabilities and right-of-use assets
at amounts equal to the related lease liabilities
by applying HKFRS 16.C8(b)(ii) transition.

When recognising the lease liabilities for leases
previously classified as operating leases, the
Group has applied incremental borrowing rates
of the relevant group entities at the date of initial
application. The weighted average incremental
borrowing rate applied is 4.30%.

3. FEEFHEE

3.1

ERR4R & MR R M T
For the six months ended 30 June 2019
H Z£2019F6H308 IE/<1@ A

(nﬁ)

A& Eﬂﬂ&i&%f AIZE16RHEHENS
SRR ENRED (F)

312 EXREREBHBHEERF165E L HIE

EBRZER (F)
EREBAAN (&)

s REARERBHHAEERAREERTE
EMRERRA

e REEAXREMBENZERBRL NER
BEASEWREEARK LEEENE
EMES-

RBER AEECUHEAEEMBREE
AIF 16 MEH AT HRE

R2019F1A18 - AEBRBEBRAEEHME
¥ & 22 B S5 1655 C8(b)(ii):iR K - 73R T B AE A

[ e

TEIE\Eﬁm?Wﬁﬁ?l\ﬁ“ﬂ%‘éﬁﬁﬂﬁﬁﬁ%ﬁ% 0

RERENSPBEAREHENHEANEES
S B AN laﬁéﬁﬁﬂéw’éﬁﬁaﬁmaﬁ%
B S R 18 2 5 FF =R - B FE B A I S 5
B F R £4.30% °

o

%
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2019 HITwE PERBAERAF

41



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
SRR E MR R M

For the six months ended 30 June 2019

#H Z=2019F6 A30H L/~ & A

3. PRINCIPAL ACCOUNTING POLICIES 3. XESFHXK (&)
(continued)
3.1 Impacts and changes in accounting 3.1 EREAMKEREERNFICREENS

policies of application on HKFRS 16 STRETERESE (F)

Leases (continued)

3.1.2 Transition and summary of effects arising from 312 EREREBHEHEERFI167E LB
initial application of HKFRS 16 (continued) BREERI (E)
As a lessee (continued) ERABAN (&)

42

At 1 January
2019
20195
181H
Note RMB’000
B = ARET T
Operating lease commitments disclosed 72018412 A31 H # F& #Y
as at 31 December 2018 LE TR E A 80,911
Lease liabilities discounted at relevant ZIARE E AR EIIRD
incremental borrowing rates HEEE 67,205
Add: Lease liabilities resulting from lease #1: {E:13R A EFTE £/
modifications of existing leases HEARE & 3,963
Recognition of lease liabilities HEaENER 20,011
Less: Recognition exemption — short-term &, : #ERE R — S HAE
leases 32,954
Recognition exemption — low value mRAE—EKEBEEE
assets 41
Lease liabilities upon application of 20191 A1 HERE S5
HKFRS16 as at 1 January 2019 s AR 165 FE R
HEARE 58,184
Analysed as bais
Current Vi) 18,806
Non-current IERE 39,378
58,184
# The Group renewed the leases by entering into ¥ AEEREXERBBRERBIIZHAE

new lease contracts which commence after date
of initial application, these new contracts are
accounted as lease modifications of the existing
contracts upon application of HKFRS 16.

CHINA FOODS LIMITED INTERIM REPORT 2019
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
fEBRAR S BTSRRI

For the six months ended 30 June 2019

H E2019F6A30H 17518 A

3. PRINCIPAL ACCOUNTING POLICIES 3. FESFEE(E)
(continued)
3.1 Impacts and changes in accounting 3.1 EREAMKEREERNFICREENS

policies of application on HKFRS 16 STRETEREE (F)

Leases (continued)

3.1.2 Transition and summary of effects arising from 312 EREREBHEHEERFI167E LB
initial application of HKFRS 16 (continued) BREZEBL (&)
As a lessee (continued) ERABEAN (&)

EAEEENR0I9FIAIENEREESRET

The carrying amount of right-of-use assets as at

1 January 2019 comprises the following: HI| %18 -
Right-of-use
assets
FEHEESE
RMB’000
ARKEFIT
Right-of-use assets relating to operating A FE R BB 15 E 28
leases recognised upon application of FloRERMLEHERBH
HKFRS 16 FREEE 58,184
Reclassified from prepaid lease payments {tFE A E K IBREH 548 (a) 541,502
599,686
By class: RAER -
Leasehold lands HEL 541,502
Buildings gF 34,677
Manufacturing equipment EER 20,011
Office equipment MAREHRE 3,496
599,686

MizE (a) R EIFAE £ it A T8 FIB R 2018
F12A31A N ATAMNEENRIE -
REREBEAVKRELERFELIONR
% ?E'f‘]'fﬂ,%?fxlgm/ﬁb@&%?}lb@]

Note (a)  Upfront payments for leasehold lands
in the PRC were classified as prepaid
lease payments as at 31 December
2018. Upon application of HKFRS 16,

the current and non-current portion of
prepaid lease payments amounting to
RMB12,057,000 and RMB529,445,000,
respectively were reclassified to
right-of-use assets.

;o2 Bl /AR KL2,057,0007T K&
A R #529,445,0007T - E E# 5
BEERREE-

2019 iR E HERMARLR
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
SRR E MR R M

For the six months ended 30 June 2019

#H Z=2019F6 A30H L/~ & A

3. PRINCIPAL ACCOUNTING POLICIES 3. EESHBE(E)

(continued)

3.1 Impacts and changes in accounting 3.1 EREAMKEREERNFICREENS
policies of application on HKFRS 16 STRETERESE (F)
Leases (continued)

3.1.2 Transition and summary of effects arising from 312 EREREBHEHEERFI167E LB
initial application of HKFRS 16 (continued) BREERI (E)
As a lessee (continued) ERAEBEA (E)
The following adjustments were made to LA A% 7201961 A1 H KRB 4R & B 75 Ak
the amounts recognised in the condensed MEFFERCHEELNAE - WEBSED
consolidated statement of financial position ST ENMYIER o

at 1 January 2019. Line items that were not
affected by the changes have not been included.

Carrying amounts Carrying
previously amounts under
reported at HKFRS 16 at

31 December 1 January
2018 Adjustment 2019

20195

A 1A1R
120185 BEMBRE
12A31R ERFI6HET

ERMOREE wE MR B
RMB'000 RMB'000 RMB'000
ARETT ARETT ARBTT

Current Assets RBEE
Prepayments, deposits and other ~ FEfIZUB 124 K
receivables H i B WGIA () 566,129 (12,057) 554,072
Non-current Assets ERBEE
Prepaid lease payments BNHERE (@ 529,445 (529,445) -
Right-of-use assets FREELE - 599,686 599,686
Current Liabilities nEAE
Lease liabilities HEEE - (18,806) (18,806)
Non-Current Liabilities FRBEE
Lease liabilities MEBE - (39,378) (39,378)
Note: For the purpose of reporting cash flows from MsE: BELZE20199F6A30H L/~ 1@ )El AR
operating activities under indirect method ENKEETHRESTEMS  EEESHNE
for the six months ended 30 June 2019, §)ﬁ$ﬁ‘<1ﬁfﬁt)‘(ﬁﬁﬁ?§ﬁé‘2019¢1ﬂ 18 & H#
movements in working capital have been Mg R HE -

computed based on opening statement of
financial position as at 1 January 2019 as
disclosed above.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

4A. REVENUE

Disaggregation of revenue

4A.

ERR4R & MR R M T
For the six months ended 30 June 2019
H Z£2019F6H308 IE/<1@ A

A
LONE

For the six months ended

BZUTAHIEAREAR
30/6/2019 30/6/2018
20194 20184
6H30H 6H30H
RMB’000 RMB’000
ARET ARBTT
(Unaudited) (Unaudited)
(REER) (REEEZ)
Types of goods EmmER
Sparkling drinks K 7,069,886 6,456,042
Juices ot 1,260,582 1,247,671
Water KantE 873,744 722,257
Others Hbb 346,826 271,810
Total F 9,551,038 8,697,780
Timing of revenue recognition R A KR
A point in time — KRR A 9,551,038 8,697,780

4B. OPERATING SEGMENT INFORMATION

The Group's revenue and consolidated results
are mainly derived from processing, bottling and
distribution of sparkling and still beverages, which
is regarded as a single reportable segment in a
manner consistent with the nature of the products
and production process, the types of customers
for their products, the methods used to distribute
their products, and the nature of the regulating
environment. Accordingly no segment information is
presented.

Geographical information

All revenue of the Group is derived from customers
operating in Mainland China and over 90% of the
Group’s non-current assets, other than deferred tax
assets, are situated in Mainland China, hence no
geographical information is presented in accordance
with HKFRS 8 Operating Segments.

4B.

ReEsMER

AEENPARGEEREETERAMT KRS
HTKR T ERAF AERENERFHEREER
BOUE EaNEPRE DIHEMM AN R
EEREMNUEE —B0 S BERS—EEBD
AREDER - At WHE/E 50 BEH

b 1 B R

AEEZFKRARNPEAMEENES ALK
& B RET IR R ESNEBO0%HIE R B E EL R
B A i - B AR IR B B A RS 2 Rl SR AL
LD 2T I E R o
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
fEBRAR S M ERAR M

For the six months ended 30 June 2019
B ZE2019F6 A30H IE/~E@ A

4B. OPERATING SEGMENT INFORMATION 4B. BKEHHER (&)
(continued)

Information about major customers TEEFEHR
During the current period, there was no revenue from AR RRERRTERE -—BFHEMHKRA
sale to a single customer amounted to 10% or more of EAREBUAMI0%E A £ - iR AR I BB IS
the Group's revenue for the reporting period, no major MEEFSREENHZINEERFER - (2018
customer information is presented in accordance with F )
HKFRS 8 Operating Segments. (2018: Nil)

5. OTHER INCOME AND GAINS 5. Hftl AR Wz

Six months ended
BELLTHHIEAER
30/6/2019 30/6/2018

20194 20184

6H30H 6H30H
RMB’000 RMB’000
ARE TR AREET T
(Unaudited) (Unaudited)
(RIBEZ) (REEERZ)

Other income PN
Commission income 00 T A 14,921 26,565
Government grants (Note 1) BT EL (BIsEL) 11,948 24,090
Sale of by-products and scrap items SHERIE MR EERITER 9,168 5,920
Bank interest income RITF B U A 2,801 2,161
Compensation income (Note 2) mEIWA (FE2) - 52,933
Others EHi 6,870 11,737
45,708 123,406
Gains g z5
Gain on disposal of property, HEWE - BEREERT
plant and equipment 2,764 4,216
Foreign exchange differences, net PEH =% F5E 1,414 2,044
4,178 6,260
49,886 129,666
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

5. OTHER INCOME AND GAINS
(continued)

Note 1:

Note 2:

Various government grants were granted for
investments in certain provinces in Mainland China
in which the Company’s subsidiaries operate.
Government grants for which related expenditure
has not yet been undertaken are included in
deferred income (non-current portion) and other
payables and accruals (current portion) in the
condensed consolidated statement of financial
position, respectively. There are no unfulfilled
conditions or contingencies relating to these grants.

Compensation income represents amount received
from the holding company of non-controlling
shareholder of a subsidiary of the Company for
system related expenses incurred in 2018.

6. FINANCE COSTS

ERR4R & MR R M T
For the six months ended 30 June 2019
H Z£2019F6H308 IE/<1@ A

Hib g A R Wz ()

PiEEL

P2

AEECERZHRRMAEY RERELAARE
RREAMETEN B ARRLE - HEX R
BAEMBUTMEIE 2 Bl B £ H AL S ISR
MR EOELERA GEREE D) REMENK
AREFAE(RB D)W - ZE /ML EE
il ARF A 2 kB EE -

{8 YR A $5 BL20184F Z A1 A4 /O AR A 52 Hh R
ARR—RIE A R IR BCR 2 R A R&

KA

6. BB

Six months ended

BZLLTNBEHIEAREA
30/6/2019 30/6/2018
20195 20184
6H30H 6H30H
RMB’000 RMB’000
ARET ARET T
(Unaudited) (Unaudited)
(REERK) (REFEZR)
Interest on bank loans RITERZHE 27,768 36,899
Interest on lease liabilities HEBBZFE 1,267 =
Interest on loans from non — controlling B AR FEERBREER 2
shareholders of a subsidiary A - 218
29,035 37,117

2019 iR E HERMARLR
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
fEERAR S B SRR iRE

For the six months ended 30 June 2019
#H Z=2019F6 A30H L/~ & A

7.

INCOME TAX EXPENSE

Under the Law of the People’s Republic of China
on Enterprise Income Tax (the “EIT Law”) and
Implementation Regulation of the EIT Law, the tax rate
of the PRC subsidiaries is 25% for both interim period.

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

Pursuant to the approvals issued by the State
Administration of Taxation of the PRC in 2013, the
Company and certain of its subsidiaries are regarded
as Chinese Resident Enterprises (collectively the
“CREs”) and relevant enterprise income tax policies of
the PRC are applicable to the CREs commencing from
1 January 2013.

FrEdi < i

REBPEARAMBEEMEHRE ([REMEH
ED) REEMRSRABRIGD] AN BT BB A
A7 R 118 o B A e B A R 15 725 %

8 2L i i [ R IR R 5 it ) R 922 PR R [ A SR 7S
PRERDAEBRAFTZRITR R ERIEA

RIF2013F R BB KRR R E L 23 ARF
REETHBARBRRATEERDE (5 [+
BERME]) mPBEBEBCEMSHREEH2013
FIAIBRBERARTBEEREZE-

Six months ended

BZLULTNBEHEIEAREA
30/6/2019 30/6/2018
20194 20184
6H30H 6H30H
RMB’000 RMB’000
ARET ARET T
(Unaudited) (Unaudited)
(REERZ) (REFEZ)
Current tax BN EAFR I8
PRC enterprise income tax RS 128,162 153,958
Under/(over) provision in prior years BEEERENR S (BERE)
PRC enterprise income tax PR EATSH 1,731 (1,083)
Deferred tax IEER IR
Current year BRIFEE 32,868 (24,374)
Total tax charge for the period BRI IB S 42 %E 162,761 128,501

The share of tax attributable to associates amounting
to RMB7,879,000 (six months ended 30 June 2018:
RMB9,606,000) is included in “Share of profits of
associates” in the condensed consolidated statement
of profit or loss.

CHINA FOODS LIMITED INTERIM REPORT 2019
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
fEBRAR S BTSRRI

For the six months ended 30 June 2019

H E2019F6A30H 17518 A

8. PROFIT FOR THE PERIOD 8. HiR&=A
Profit for the period has been arrived at after charging: BR P M TH30BR LA S B I8 18 B

Six months ended
BZELLTHHIEAER
30/6/2019 30/6/2018
20194 20184
6H30H 6A30H

RMB’000 RMB’000
AR®Tx ARET T
(Unaudited) (Unaudited)
(RECER) (REEZ)

(@) Cost of sales (a) SHEMKA
Cost of inventories sold BEEFERAK 6,151,968 5,646,146
Provision against inventories FE#EE 5,235 4,027
6,157,203 5,650,173
(b)  Other items (b) HAhIEE
Depreciation of property, Y BE REEHETE
plant and equipment 224,745 232,668
Depreciation of right-of-use assets FRAEEENE 18,732 =
Amortisation of prepaid lease TS 4 4 FH B FRIE 2 8
payments - 9,573
Total depreciation and amortisation e N A 243,477 242 241
Capitalised in inventories FEERNL (19,402) (19,677)
224,075 222,564
Impairment of property, plant and Y BB MR B E"
equipment* 8,843 9,241
Impairment loss of receivables* A OEN R SR 1,029 277
: The items are included in “other expenses and losses” * ZEHBABRSEBaREN [HbZHRE
in the condensed consolidated statement of profit or BlFe

loss.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
fEERAR S B SRR iRE

For the six months ended 30 June 2019

B ZE201966 A30H 1L/~ A

50

During the current interim period, a final dividend of
HK3.9 cents per share in respect of the year ended
31 December 2018 (2018: HK2.4 cents per share
in respect of the year ended 31 December 2017)
was declared to the owners of the Company. The
aggregate amount of the final dividend declared in the
interim period amounted to RMB96,234,000 (2018:
RMB54,828,000).

The calculation of basic earnings per share amount for
the period ended 30 June 2019 is based on the profit
for the period attributable to owners of the Company of
RMB290,300,000 (six months ended 30 June 2018:
RMB252,359,000), and the weighted average number
of ordinary shares of 2,797,223,396 (six months
ended 30 June 2018: 2,797,223,396) in issue during
the period.

During the period ended 30 June 2019, the Group
acquired property, plant and equipment at a total cost
of RMB322,063,000 (period ended 30 June 2018:
RMB228,815,000), and disposed of property, plant
and equipment with a total net carrying amount of
RMB12,197,000 (six months ended 30 June 2018:
RMB3,181,000).

During the current interim period, the Group entered
into new lease agreements for the use of buildings
for 2 to 5 years. On lease commencement, the Group
recognized RMB1,653,000 of right-of-use asset and
RMB1,653,000 lease liability.

INTERIM REPORT 2019

R EERE - B REL =2018F12A31H IEF &
YR BRI B & IR3.98 (Il (2018%F : B B & £2017
FI2A3IB L FEFR2ABIEE IR TARA
BEA-RTFHRHAHETEROARARELESARE
96,234,0007T, (20184 : A K #554,828,0007T ) °

BLE2019F6 A30A It M B IREARA M IR IR
RNRFHER ARG H A A A R #290,300,0007T
(B E2018F6 H30H IE7< 18 A - A K #252,359,000
7T) REIAE #1TE R I T 19 802,797,223,396
f& (8t £2018%6 A30R LE7< M@ A : 2,797,223,396

BOETHE -

HE2019F6 A30H IHHIE  AEBWEDE - BE
& 2 A a5 A A R #322,063,0007T (& &
201846 A30H IF HifE : A R #228,815,0007T)
LEYE BEAREZEAFELAEAARE
12,197,0007T (# £2018%F6 8308 1L/~ B : AR
#3181,0007T) °

RARHEME AEEREFTERIT LA _—=
hEZHHERZ BHERKE AEEER
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

12. ACCOUNTS AND BILLS RECEIVABLES

ERR4R & MR R M T
For the six months ended 30 June 2019
H Z£2019F6H308 IE/<1@ A

12. BRERRRRE

30/6/2019 31/12/2018

20195 20184

6H30H 12A31H

RMB’000 RMB’000

ARET T ARET T

(Unaudited) (Audited)

(REBEZ) (K2 %)

Accounts and bills receivables JE Uk BR 7k N B2 4% 656,946 307,073
Allowance B1E (2,667) (2,285)
654,279 304,788

The Group gives credit term to key customers, while
for other customers, payment in advance or payment
on delivery is normally required. The Group seeks to
maintain strict control over its outstanding receivables
and every plant has credit control commissioner to
minimise credit risk. Overdue balances are reviewed
regularly by senior management. In view of the
aforementioned and the fact that the Group’s accounts
receivable relate to a large number of diversified
customers, there is no significant concentration of
credit risk. The Group does not hold any collateral or
other credit enhancements over its accounts and bills
receivable balances. Accounts and bills receivables
are non-interest-bearing.

The following is an aged analysis of accounts
receivables net of allowance for credit loss, presented
based on the date of the delivery of goods:

AEERTEERRFLEEY MERNEMEFAE
W ATAWR IR A 3B B WK o AN 5 B = SR M K5 R
ARV 5l HOR (B8 R W AR B AR 5 5% B 5 B
B8 BREEERBRAERE 2REEEETH
EZORER ERN EARE AR AKEY MK
ETREPZRUEN RIEERR ZEHEEL
TBRE-AEEYERERBEERARRBESRTE
gﬁj%ﬁﬁﬁ:ﬁﬁ{m%)ﬂi%&I,Euﬂéf\ﬂ&(ﬁﬁ%ﬁ’\&%—‘%ﬁ%
BTETE

AT RERE B SRR RORE DN (NREER
BEEETFE)

30/6/2019 31/12/2018

20195 20184

6H30H 12H31H

RMB’000 RMB’000

AR¥T T ARET T

(Unaudited) (Audited)

(REBER) (%)

Within 6 months 7~ E AR 644,179 297,106
6 to 12 months ANE+ @A 10,100 7,682
654,279 304,788
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
fEERAR S B SRR iRE

For the six months ended 30 June 2019
#H Z=2019F6 A30H L/~ & A

13.

14.

BORROWINGS

The borrowings carry an interest rate of Loan Prime
Rate (LPR)-0.025% to (LPR)-0.2645% (2018: LPR-
0.025%). The amounts due are based on scheduled
repayment dates set out in the loan agreements.
In the current period, RMB586,500,000 has been
reclassified from non-current liabilities to current
liabilities according to payment schedule.

ACCOUNTS AND BILLS PAYABLES

The following is an aged analysis of accounts payables
presented based on the invoice date:

13.

14.

B8

EBEERRERERNR (REEEZHFIR)-0.025%
= (RZEBEERFER)-0.2645% U BLF B (20184 :

BREBEE RN RK-0.025%) - B KB HIREE R
WEHEEFRBABHAE - RAHE AR
586,500,000t 2R IBEERTE BRI EBER
DHEERHEAE-

ENERRRE
B RRERR D TREEAB25IMT -

30/6/2019 31/12/2018

201945 20184

6H30H 12AH31H

RMB’000 RMB’000

ARET T ARET T

(Unaudited) (Audited)

(RBERZ) (2 =%)

Within 3 months =@AN 942,752 535,792
3 to 12 months =AAE+=-EAR 32,926 53,777
1 to 2 years —FERER 3,376 10,651
Over 2 years 1B 1B W F 2,865 6,591
981,919 606,811

The accounts and bills payables are non-interest-
bearing and are normally settled in one to three
months and one to six months, respectively.

Certain of the Group’s bills payables are secured by
the pledge of Group’s bank deposits amounting to
RMB14,120,000 (31 December 2018: RMB7,961,000).
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15. OTHER PAYABLES AND ACCRUALS 15. EERFERETAEE

30/6/2019 31/12/2018
20195 20184
6H30H 12A31H
RMB’000 RMB’000
ARET ARET T
(Unaudited) (Audited)
(REERK) (fez'H%)
Accrued marketing expense JEETE A 726,976 622,550
Sales rebate $HE 130 471,530 407,884
Deposit for fridges KFEE & 467,990 457,867
Accrued expense JESTF 2 392,789 275,538
Accrued payroll JEETLE 245,609 277,245

Payables for purchase of property, BEYE WEREHED
plant and equipment FEAS 5RIE 146,052 158,081
Dividend payable JET A% B 112,720 25,500
Taxes payable JEAS IR 93,568 19,715
Accrued logistics expense JE ST 07 A S 88,316 85,321
Tax element of contract liabilities BHBERE 34,116 214,730
Others HAh 132,151 150,948
2,911,817 2,695,379

16. SHARE CAPITAL OF THE COMPANY 16. A T A

Number of
shares Share capital

RO E

Authorised: JETE
4,000,000,000 ordinary shares of 4,000,000,0000%

HKDO.10 each FIXEEO.10E T 2 T @Ak 4,000,000,000 400,000
Issued and fully paid BEITREZE
At 30 June 2019 and 31 December 2018 7201946 A30H 20184

2,797,223,396 ordinary shares of 12 A31H2,797,223,396/%

HKDO.10 each FRREEO.10E T2 T @A 2,797,223,396 279,722
Equivalent to RMB’000 ARETTER 293,201
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17. CAPITAL COMMITMENTS 17. EARAISE
30/6/2019 31/12/2018
20194 20184
6H30H 12H31H
RMB’000 RMB’000
AR®BT ARKEFIT
(Unaudited) (Audited)
(REBER) (&E=Z)
Capital expenditure in respect of the BRSSP BREANE ]
acquisition of property, plant and HEHRAERZBEMSE
equipment, contract for but not BB K& 2 B AR
provided in the condensed
consolidated financial statements 394,357 254,207
18. RELATED PARTY TRANSACTIONS 18. BEALRS
(a) Apart from the transactions and balances (a) BYBHmEEMM T TR X5 RERIN
disclosed elsewhere in the financial statements, REBRHARANSEEEATETZEARS
the Group had the following material transactions R

with related parties during the period:

Six months ended
BELUTBHIEAEAR
30/6/2019 30/6/2018
20194 20184
6H30H 6H30H

RMB’000 RMB’000
ARE T AREET T
(Unaudited) (Unaudited)
(REBER) (REEZ)

Transactions with fellow subsidiaries: HRARWBARIZR S

Sales of goods HEEm 1,791 2,538
Purchases of goods BEER 526,451 406,952
Rental expenses e - 7,542
Rental expenses of short term lease REHErHEeT e

exemption 8,518 -
Service fee expenses RS E X 8,302 3,480

Transactions with the ultimate holding — EHRAIER AR ZR 5 :

company:
Sales of goods HEE M 8 =
Purchases of goods BEEM - 6
Transactions with associates: HEENR 2R 5
Sales of goods HEER - 15,925
Purchases of goods BEER 990,951 759,802
Commission income AT YA 75,966 30,012
Transactions with related companies*: HEENR 2R 5"
Purchases of goods BEESR 1,102,375 1,027,211
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

18. RELATED PARTY TRANSACTIONS
(continued)

(a)

(b)

(c)

Apart from the transactions and balances
disclosed elsewhere in the financial statements,
the Group had the following material transactions
with related parties during the period:
(continued)

i Related companies are companies under
significant influence by the Group’s ultimate
holding company and subsidiaries of the
minority shareholder of the Company’s
subsidiary.

These transactions were carried out in
accordance with the terms and conditions
mutually agreed by the parties involved.

Outstanding balances with related parties and
non-controlling shareholders of the Group’s
subsidiaries

The balances with the holding companies, fellow
subsidiaries, associates, related companies and
non-controlling shareholders of the Group's
subsidiaries are unsecured, interest-free and
have no fixed terms of repayment.

Lease liability of RMB18,581,000 are due to
non-controlling shareholders of the Group's
subsidiaries.

Compensation of key management
personnel of the Group

ERR4R & MR R M T
For the six months ended 30 June 2019
H Z£2019F6H308 IE/<1@ A

18. BEAERS (&)

(a)

(b)

(c)

FREA IS R B T R R 2 R 5 R s RN -
AEERAEANEBEALTETIEARS
W ()

# HERRAXARBERRERAREATE
AN NG NPT L )

A

ZER S TRBIER 28T EREE 2GR
KGRI HETT

BEA T RASENE AR IHERRR 2R
EE AR

AEBEMB AR ZERAE REKMBAR -
it 2 B BAE R R MORERRBUCR B B AR A
gRIGEEA 2 5 HEE T ERY-

RAKEN B AR 2 FFERERAKAL/EE
afEARK18,581,0007T ©

FEBTEEEAS ZHM

Six months ended

BZLLTBEHIEANER
30/6/2019 30/6/2018
201945 20184
6H30H 6HA30H
RMB’000 RMB’000
ARET ARET T
(Unaudited) (Unaudited)
(RBER) (REEEZ)
Short term employee benefits EHESRET 6,365 5,990
Pension scheme contributions RIRET SR 142 137
Total compensation paid to key NFEEERABZ
management personnel R AaRE 6,507 6,127

2019 iR E HERMARLR

55



56

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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For the six months ended 30 June 2019
#H Z=2019F6 A30H L/~ & A

18.

19.

20.

RELATED PARTY TRANSACTIONS
(continued)

(d) Transactions and balances with other
state-owned enterprises

The Group operates in an economic environment
predominated by enterprises directly or indirectly
owned or controlled by the PRC government
through its numerous authorities, affiliates or
other organisations (collectively “State-owned
Enterprises”). During the current period, the
Group entered into extensive transactions
covering, but not limited to, sales of goods,
purchases of raw materials, property, plant
and equipment and other assets, receiving of
services, and making deposits and borrowings
with certain State-owned Enterprises, other than
COFCO Corporation and its affiliates, at terms
comparable to those with non-state-owned
enterprises. The Directors consider that
transactions with those State-owned Enterprises
were entered into in the ordinary and usual
course of business of the Group, and that
dealings of the Group have not been significantly
or unduly affected by the fact that the Group
and those State-owned Enterprises are ultimately
controlled or owned by the PRC government.
The Group has also established pricing policies
for products and services, and such policies do
not depend on whether or not the customers are
State-owned Enterprises.

FAIR VALUE MEASURES OF
FINANCIAL INSTRUMENTS

The directors of the Company consider that the
carrying amounts of financial assets and financial
liabilities recorded at amortised cost in the condensed
consolidated financial statements approximate their
fair values.

APPROVAL OF THE CONDENSED
CONSOLIDATED FINANCIAL
STATEMENTS

The condensed consolidated financial statements were
approved and authorised for issue by the board on
27 August 2019.

CHINA FOODS LIMITED INTERIM REPORT 2019

18.

19.

20.

BEEALRS (&)
(d) HEMBEELENRZREE

AEBEELNRBRBETPHNEEAZ RTHE
B 58 30 H R 2 4 7 - Bt BB A A o L e A
ERIERBEEHEFNLE (BB HAL
) o AMEANEEELLEE EETH
ERXZBREEBIRNEEER BERN
BYx BEMRBREMEE BXRE
WHEFRBEEEGRA R NERE QR AN
BADEFRMER ELRHEGEKEIE
BHELCERZHEHRBEL -EER R BZEH
BEENRGR/RERASEREEBBEDE
TTHYE B - BN 5% (8 B2 7B L P B Y R AR 4R
FIXEENBEBLERNRXZAZAREEKR
SN EFE AR E B EE®AMRSENTE
BRE MELBRALFTBARREPZE R
BAERE-

EMTHACZAFVENE

ARRBERL BRARA M BRRPIZEHAAN
ke eMEBEEMBBECEAERFEFNAFER
%Q

RS M |k 2 L

ZEMPLRE M B MERN2019F8A2VIAKES S
BEAE R RT3 o
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COFCO

BRZIR S8R

33rd Floor, COFCO Tower, 262 Gloucester Road,
Causeway Bay, Hong Kong

EBMEME S TITE262E PR AEI3E

Tel 5 (852) 2833 0388
Fax & (852) 2833 0380

www.chinafoodsitd.com
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