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China Foods Limited (“China Foods” or the “Company”) is a subsidiary
of COFCO Corporation (“COFCO”) and listed on the main board of The
Stock Exchange of Hong Kong Limited (Stock Code: 506). The primary
business of the Company includes beverage, wine and kitchen food.
The Company is committed to providing consumers with nutritious,
healthy, delicious and quality food. Currently, the Company’s product
portfolio includes a number of well-known brands, such as “Greatwall”
wine, “f@FaF9” consumer-pack edible oil and “&H1 £” Shaoxing rice
wine. As a strategic partner of The Coca-Cola Company in China, the
Company also bottles and distributes Coca-Cola beverages.
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1. Resigned with effective immediately after the conclusion of 1. RO017F8A29AEF S @i AZ RIEFHTAIF LRL -
the Board meeting held on 29 August 2017.

2. Appointed with effective immediately after the conclusion of 2. RO017F8HA9HEF S EH 4 RIEZTRAIFER -
the Board meeting held on 29 August 2017.
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Letter from the Managing Director
EEHAKERY

Managing Director
EHBIETE

REVIEW — FIRST HALF OF 2017

In the first half of 2017, the macro-economy in China
maintained stable growth momentum. However, the depressed
situation of the wine as well as the consumer-pack edible
oil industries, coupled with intensified industry competition,
put pressure on the revenue and profit growth of the relevant
businesses of the Group.

Faced with challenges from industry competition, the Group
has followed the strategies formulated at the beginning of
the year and adopted effective measures to cope with the
challenges and to implement various key areas of work.

During the first half of 2017, the Group has made
considerable effort to streamline its business and optimize
business portfolio by allocating resources to core businesses,
in order to enhance the return to our shareholders. To this
end, the Group has rigorously pushed forward several key
restructuring projects, including refranchising of bottling
operations in Mainland China, entering into the agreement
in relation to the disposal of COFCO Fortune Food Sales &
Distribution Co., Ltd. (“Fortune Food Sales & Distribution”)
and the decision regarding progressive termination of
“others” operating segment.

China Foods Limited
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In addition, faced with external competition and challenges,
the Company continued to promote the strategy of “Quality
Improvementand Efficiency Enhancement” and implemented
a series of initiatives to develop internal potentials, enhance
the quality of operation and improve operational efficiency.
To achieve this, we (1) strategically consolidated business
focus, disposed of consumer-pack edible oil business and
pushed forward the integration of newly acquired beverage
business; (2) focused on major strategic and mid-to high-
end products, enhanced brand marketing and stepped up
sales efforts to improve overall product mix and boost gross
profit margin; (3) deepened channel penetration by actively
developing county-level distributors, so as to increase the
number of points of sale; and (4) in respect of management,
further optimized the internal organizational structure of the
Company and expanded authority granted to the frontline
business operation to enhance operational management
efficiency and quality of our businesses, while facilitating the
market-oriented reform on the internal incentive mechanism
in order to motivate team spirit.

As a result, the overall quality of operation and operational
efficiency of the Group continued to improve during the first
half of 2017. Excluding the effect of the RMB depreciation,
overall revenue from the continuing operations of the Group
increased, mainly due to the increase in revenue of the
Beverage business segment, with the contributions by the
newly acquired bottling plants, which was partially offset by
the decrease in revenue from the Kitchen Food business
that will be disposed upon completion. In respect of
operating profit, the overall business experienced moderate
improvement compared with that of the same period last
year. The imported wine business recorded significant
growth in its operating results, while the operating results
of the beverage business remained basically steady in RMB
term.
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Letter from the Managing Director
EEEKERY

Including the one-off significant gain on the disposal of
equity interests in certain bottling plants (other than the
disposal of the interest in The Coca-Cola Bottling Unit of
Shanghai Shen-Mei Beverage and Food Co., Ltd which
was completed on 1 July 2017) recorded during the period
ended 30 June 2017 (“the period”), which was partially
offset by certain impairment of goodwill, profit attributable
to owners of the parent of the Group increased by 22.6%.

OUTLOOK — SECOND HALF OF 2017

In the second half of 2017, a number of factors, such as
the persistently intensified external competition faced by
the Group and the fluctuations in the exchange rate of the
Renminbi, will bring some uncertainties to our business.
However, some positive factors such as the greater
contribution of consumption to the economic growth and the
further implementation of reform on state-owned enterprises
will also provide us with new business opportunities and
impetus.

The Group will continue to focus on the key areas of work
for the year. Efforts will be made to optimize business
portfolio, consolidate business focus, and push forward
the integration of newly acquired beverage business. By
focusing on promotion of star products, we will enhance
brand marketing and optimize product mix to improve
profitability of the Group. While efforts will be stepped up
to develop new customers and continue to enhance our
channel penetration, we will facilitate the market-oriented
incentive reforms to further motivate team spirit. Through
these initiatives, the Group will strive to improve our results
for the full year of 2017.

‘ China Foods Limited
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Finally, on behalf of China Foods, | wish to express my
sincere gratitude to our shareholders, customers and
business partners for their continued support. | would also
like to thank members of the board of directors, the entire
management team and our employees for their devotion
and hard work.

Jiang Guojin
Managing Director

Hong Kong, 29 August 2017
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Management Discussion and Analysis

BEE WA

REVIEW — RESTRUCTURING PROJECTS

Refranchising of bhottling operations in China
(“Refranchising Transactions”)

On 17 November 2016, COFCO Coca-Cola Beverages
Limited (“CCBL”, a 65%-owned joint venture of the
Company), The Coca-Cola Company and Swire Beverages
Holdings Limited (“Swire”) entered into an inter-conditional
non-public sale master agreement, pursuant to which: (i)
CCBL shall acquire the bottling operations of The Coca-
Cola Company in six regions including Heilongjiang, Jilin,
Liaoning, Shanxi, Sichuan and Chongging for an aggregate
base consideration (subject to adjustment) of approximately
RMB2,900 million; and (ii) CCBL shall acquire the bottling
operation of Swire in Shaanxi for a base consideration
(subject to adjustment) of approximately RMB487 million
(collectively, the “Acquisitions”).

On the same day, according to the relevant requirements
for the sale of state-owned assets, CCBL and the Company
decided to publish formal disclosures on the website of the
China Beijing Equity Exchange relating to the Company’s
proceedings with the public sale of its entire interests in
the bottling operations in Jiangxi, Hainan and Guangdong
(Zhanjiang and Maoming) and its associated and minority
interests in the bottling operations of six other regions
(including Jiangsu, Zhejiang, Shanghai, Wenzhou, Huizhou
and Guangdong). On 16 December 2016, CCBL, the
Company and Swire (being the successful bidder in the
public sale) entered into a public sale equity transfer master
agreement for the disposal of equity interests in the above-
mentioned bottling operations at an aggregate consideration
of RMB2,122 million (collectively, the “Disposals”).

The Acquisitions and Disposals represent part of the
Company’s overall strategy to concentrate on expanding
its core activities, and reflect its long-term commitment
to the Coca-Cola beverages bottling business in China.
The Acquisitions are expected to further deepen this
important strategic partnership through more cooperation
opportunities between the Company and The Coca-Cola
Company. The Acquisitions are also the important step for
repositioning the Company as one of the largest beverage
bottlers in China, presenting a significant opportunity for
the Company to scale-up its beverage business, expand
its geographical coverage, create economies of scale and
capitalize on the attractive long-term growth trends in
China’s beverage market.

China Foods Limited
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With over 16 years of experience in the Coca-Cola bottling
business of CCBL, the Company’s senior management team
has a proven track record and demonstrated capability in
the running of the business. We are confident in facilitating a
smooth transition and integration of the bottling operations to
be acquired in the new territories. Following the completion
of the Acquisitions, we believe that we are able to create cost
synergies through streamlining the operations of the Coca-
Cola bottling franchise territories, increasing productivity,
improving the flow of the operation and reducing the cost
of distribution and transportation. The significant increase
in production capacity is expected to provide a favorable
factor for future production growth.

During the period, except for the disposal of the interest
in The Coca-Cola Bottling Unit of Shanghai Shen-Mei
Beverage and Food Co., Ltd to Swire by the Group under
the public sale equity transfer master agreement (the “Shen-
Mei Disposal”), the Acquisitions and the Disposals were
completed on 1 April 2017.

Subsequent to the end of the period and up to the date
of this report, the conditions of the Shen-Mei Disposal
have been satisfied and the Shen-Mei Disposal was also
completed on 1 July 2017.

Disposal of COFCO Fortune Food Sales &
Distribution Co., Ltd.

On 25 May 2017, COFCO Food Sales & Distribution Co.,
Ltd., a wholly-owned subsidiary of the Company, entered
into an agreement with COFCO Fortune Holdings Limited,
a connected person of the Company, pursuant to which
COFCO Food Sales & Distribution Co., Ltd. shall sell its
100.0% equity interests in a wholly-owned subsidiary,
namely Fortune Food Sales & Distribution to COFCO
Fortune Holdings Limited for a consideration of RMB1,050
million (the “Fortune Food Sales & Distribution Disposal
Transaction”). The Fortune Food Sales & Distribution
Disposal Transaction was approved by the independent
shareholders of the Company at the special general meeting
held on 4 July 2017.

Fortune Food Sales & Distribution is primarily engaged in the
sale, distribution and marketing of consumer-pack edible oil
and other kitchen food products under the “Fortune” (18F&F9)
brand (including consumer-pack sugar, soy sauce, vinegar,
MSG, seasoning sauce and cereals).
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Management Discussion and Analysis
EEEW

The Group has always been dedicated to the improvement of
its business operations and the maximization of returns to its
shareholders. After careful deliberations, the management
was of the view that the Group should focus on businesses
with higher growth potentials, stronger brand attributes,
higher gross margins and better earnings prospects to
maximize returns for the shareholders. Through the disposal
of Fortune Food Sales & Distribution, the Group can continue
its strategic focus and business portfolio optimization, so that
the Group can become more focused on its core businesses,
enhance its professionalism in business operation, and
thereby increase the overall profitability of the Group.

Fortune Food Sales & Distribution primarily engages in the
downstream business of the consumer-pack edible oil value
chain, and its long term competitiveness and growth have
been driven by large sales volume, relatively high operational
efficiency and low cost and expenses. By integrating
with the upstream raw material processing business of
the edible oil value chain, the transaction could unlock
synergies and growth potentials, thereby maximizing the
value of the business of Fortune Food Sales & Distribution
and the upstream operations. The transaction could also
reduce connected transactions between the Group and the
upstream company, thereby decreasing operational and
compliance costs of both companies.

As of the date of this report, the completion of the Fortune
Food Sales & Distribution Disposal Transaction is still
subject to the fulfillment of certain conditions precedent.

‘ China Foods Limited
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Reference is made to the letter from the board of directors
contained in the circular of the Company dated 16 June
2017, which set out, among others, the board of directors
(the “Board”) of the Company has an intention to distribute
a part of proceeds to be received by the Company from the
Fortune Food Sales & Distribution Disposal Transaction as a
special dividend to the shareholders of the Company. After
taking into account the financial position at the end of the
period, the special dividend is estimated to be HK10 cents
per share or a total amount of approximately HK$279.7
million, subject to the completion of the Fortune Food Sales
& Distribution Disposal Transaction having taken place.

A meeting of the Board will be held after the completion of
the Fortune Food Sales & Distribution Disposal Transaction
to determine the exact amount of the special dividend.
Further announcement(s) in respect of the special dividend
will be made by the Company as and when appropriate.

Progressive termination of “others” operating
segment

On 28 March 2017, in view of consolidating the Group’s
business focus and enhancing shareholders’ return,
the Board decided that the sale and distribution by the
Group of certain consumer products including fruit juice
beverages, instant noodles, peanuts and others, collectively
categorized as the “others” segment (not categorized under
the beverage segment, wine segment and kitchen food
segment) in operating segment information of financial
statements, would be progressively terminated in 2017.
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Management Discussion and Analysis
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CONTINUING OPERATIONS
BEVERAGE BUSINESS

Business Introduction

The beverage business of the Company is primarily carried
out by CCBL, a joint venture company, in which the Company
and The Coca-Cola Company hold 65% and 35% interest
respectively.

After completion of the Acquisitions and Disposals in
relation to the Refranchising Transactions, CCBL has
the exclusive right to manufacture, market and distribute
Coca-Cola products in 19 provinces, municipalities and
regions including Tianjin, Hebei, Beijing, Shandong, Hunan,
Guizhou, Gansu, Ningxia, Qinghai, Tibet, Inner Mongolia
and Xinjiang as well as the newly acquired regions including
Sichuan, Chongging, Heilongjiang, Jilin, Liaoning, Shanxi
and Shaanxi. CCBL also has associate interests in Coca-Cola
Bottlers Manufacturing Holdings Limited, a manufacturing
company which mainly supplies still beverages to all Coca-
Cola franchisees in Mainland China.

China Foods Limited
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Development Strategy

The strategic goal of CCBL is to build a world-class bottling
group with the best-regarded professional team, to build
the most valuable sales and distribution network, and to
become the most efficient beverage industry player in every
region in which we operate. To this end, CCBL has been
implementing the following strategies:

o Insistence on commitment to food safety and quality;

o The continued improvement of our product offering
to the trade by ensuring that our sparkling and
juice products have enduring appeal to consumers,
and by continuously introducing new products with
higher margin. At the same time, we will seek to raise
profitability for both CCBL and its distributors through
a reasonable margin sharing model, and improve
inventory turnover at point-of-sale;

o Strengthen our relationship with participants in our
outlet delivery partners program, and provide support
for the growth of our customers through product
category management, and the application of route-
to-market strategies for the sales and distribution
network;
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Management Discussion and Analysis
EEEWAT

o Focus on further improving retail execution as this is
our contact point with consumers;

o Effective control of costs and improvement of
efficiency; and

o Encouragement of creative concepts and innovative
ideas in business processes, tools, marketing and
management systems.

Industry Overview

In respect of the trend of beverage consumption, the post-
80s and 90s generations have become the mainstream of
our consumer groups, who have a preference for more
diversified products. Hence, novelty, uniqueness and
functionality of the beverages have become the main criteria
in their selection of beverages, and they are willing to pay
price premium for healthy and safe products. The overall
trend of the beverage industry is moving towards high
value-added and diversified products while the volume of
sales for conventional beverage categories remains stable.
Consumption upgrade, rather than price sensitivity, has
become the main driving factor for category growth, while
product innovation is fundamental for category growth
and product mix enhancement, with increasing industry
competition.
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Among the principal beverage products, CCBL is a major
player in the sparkling, juice and packaged-water categories.
According to industry data for the first quarter of 2017, in
terms of volume growth, the overall non-alcohol ready-to-
drink (NARTD) beverages market (excluding white milk and
bulk water) recorded a positive growth of 4.0%, including
a positive growth of 3.2% and 5.4% respectively for the
sparkling category (volume share of 14.5%) and juice
category (volume share of 10.9%), while the packaged-
water category (volume share of 32%) grew by 9.7%.

According to the data released by Nielsen, as of May 2017,
CCBL obtained 25% market share by volume (basically the
same with the corresponding period last year) in the main
non-alcohol beverage categories in the regions in which
we operate, of which our sparkling category recording a
volume share of 64.2% (increased by 0.6 percentage point
as compared with corresponding period last year) and juice
category recording a volume share of 22.8% (increased
by 1.0 percentage point as compared with corresponding
period last year).

2017 Interim Results
A comparison of the 2017 interim results with those of

the comparative period in 2016 of the beverage business
segment is summarized below:

(In HK dollar reporting term)
(BITE2HOK)

Revenue A
Percentage increase in sales  $HEEMNE DL
volume

Percentage point increase of ~ EFIRIEHINIH D24

gross profit margin

(Note): In RMB terms, segment revenue increased by 28%. In
terms of organic growth, segment revenue in RMB terms
increased by 6%, while sales volume recorded an increase
of 8%.
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For the six
months ended
30 June 2017

For the six
months ended
30 June 2016

HZE20175F HZE20164F

6H30H 6H30H

IEREA LE7SME A

(HK$’ million)  (HK$' million)

(BE#ERT) (BB%T)
7,568.1 6,156.5 +22.9%
+32%

GE): MARBZ2HOK -
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Since the takeover of the newly acquired bottling plants by
CCBL on 1 April 2017, the revenue of the newly acquired
bottling plants recorded an increase of 10% on a year-on-
year basis. The profitability of the original bottling plants
owned by CCBL continued to grow at a steady pace, with
growth in sales volume, sales revenue, profit before tax and
other key profitability indicators all beating those recorded
at the same period of 2016.

In the reporting terms, the overall sales volume for beverage
products increased by 32%, while in terms of organic
growth, the overall sales volume increased by 8%. The
sparkling category continued to achieve steady growth
in sales volume by launching multi-pack, new flavor and
sugar-free series products, and the juice category fully
restored growth momentum through product and packaging
upgrade, while the packaged water category commenced
the launching and sale of the new product “Chun Yue”
at a price point of RMB2 per bottle. In the first quarter of
2017, given the greater efforts by our competitors in making
promotions and expanding sale channels, our unit selling
price slightly decreased as compared with the same period
last year to increase our competitiveness and achieve an
increase in our market shares. In the second quarter, both
the price and product mix steadily improved.

In respect of cost control, while implementing centralized
control over the procurement of key materials, we strived
to optimize the production processes of the bottling plants,
S0 as to create cost synergies, improve the flow of operation
and increase productivity, with a slight increase of 0.3
percentage point in the overall gross profit margin.

‘ China Foods Limited
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In respect of expense control, spending on marketing
increased in response to rising market competition in
2017. By continued enhancement of promotional efficiency
and refined management of key expense items, CCBL
implemented strict budget control over total expenses, in
an effort to effectively control increase in marketing and
other expenses for the first year after the completion of the
Refranchising Transactions.

Besides, during the period, the Disposals (other than the
Shen-Mei Disposal) were completed on 1 April 2017,
recording one-off significant gain on the Disposals of
approximately HK$1,760.4 million in aggregate.

In the second half of 2017, the sales volume and revenue
are expected to maintain stable growth. However, given
the integration in the first year following the Acquisitions,
intensified market competitions and additional costs for the
promotion of new products, we will expect these factors to
put downward pressure on the selling expense ratio. Gross
profit margins, however, are expected to benefit from stable
prices of key packaging materials, continued improvement
in packaging mix of CCBL, and the launching and sale of
new products. Furthermore, affected by the loan financing
for the Refranchising Transactions, the finance costs for the
second half of the year will be increased. Overall speaking,
the profitability of CCBL is expected to remain stable.
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EEE R
WINE BUSINESS BmBEER
Business Introduction EHEN

Domestic wine business is based on the famous
“Greatwall” brand, which has a fine tradition and
has long been a leader in the China wine market. Due
to the popularity of the brand and the high quality of
its products, “Greatwall” wine is the top pick for state
banquets.

The “Greatwall” brand covers a variety of wines
which include Cabernet Sauvignon, Merlot, Pinot
Noir, Cabernet Franc, Shiraz for red wines; and
Chardonnay, Riesling, Sauvignon Blanc for white
wines. In addition, brandies and sparkling wines are
also produced.

BEAEEBXBRES2mE RN JBEENER
B4 aEEFEBEMSEA RSN - KFEmhE
MEENEM=LEE  REBEEABEREEE
A o

[EW I REETAIEEREEESAB R -
£ ¥ B 7% B8 ¥k (Cabernet Sauvignon) * 1§ & #
(Merlot) ~ 2 tt 5 (Pinot Noir) ~ & B8 Bk (Cabernet
Franc) » FAHI(Shiraz) SERMA R & B © LA KA
g % B (Chardonnay) * & &< (Riesling) * K2
(Sauvignon Blanc)EEERKIBEE R © by - FiM

BEEQRM - REE -

. “Greatwall” wines offer single varietal wines and o (R IBEEEERENES REER - FHNE
blended wines using different grape varieties. The EXEREALEEREEENBZASENFEEE -
majority of the grapes that we use come from
vineyards that are either managed by us or from
sources with whom we have cooperative agreements.
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The domestic wine business has seven production
plants and wineries in China, including Shacheng
Wine Plant, Huaxia Wine Plant, Zhuolu Wine Plant
and Chateau Sungod in Hebei, Yantai Wine Plant in
Shandong, Xinjiang Wine Plant and Chateau YunMo
in Ningxia.

° To cope with competition from imported wine, the
Group is developing an imported wines platform,
COFCO Wines & Wines (g 51t &), for the import
of value-added wines into the PRC market by way of
trade agency. Meanwhile, it also owns and operates
the Société du Chateau de Viaud SAS at Bordeaux in
France.

In order to enhance the competitiveness of the “Greatwall”
brand, and to achieve the transition of our business into the
brand-driven mode, our focus is to reposition “Greatwall”
as a mid-to high-end quality wine icon in China. Our core
strategies are described as follows:

° Product focus: to focus on developing strategic
products for “Greatwall Five Stars” that will attract
consumers to upgrade to higher quality wines, and
continue to streamline our product types to shift our
focus on mid-to high-end products.

BEBESETESERERNBREEH - 8157
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IWEAESER - FiEEmlEENEERT -

o ABEFEDANGS  AEEETPRRESEED
BEBTEERAZEINRERN  MEAMES|#E
HELLSMNEDBESR - AR  EFEATLEMR

EERBZ AP RERBEM

REATRH | RmENHSE - BREBR SN EEAE
B o REREEZI R ImEREL - IRAREELSH
B emEEBRE - tEE2RmEMT

s ERER:BAITEFSHBEMEMRARE - 5
BHENE  #EHLEERME  BERMTIHE
£ o

2017 Interim Report
2017 RS

19



Management Discussion and Analysis
EEEW

o Brand huilding: to focus on “Greatwall Five Stars” with
ongoing brand promotion; to underscore Greatwall’s
national wine status by enhancing recognition of the
national wine by consumers; to promote experiential
marketing and direct communication with consumers.

o Distribution network: to streamline the distribution
system of “Greatwall” by focusing on the major markets
and replicating the success in regions with larger
market share of “Greatwall” to enhance our channel
penetration; to strengthen customer management
by promoting integrated management of major
customers and distributors; to implement stringent
control over market price points to build a favorable
market environment; to develop core consumer base
to effectively improve inventory turnover at points of
sale.

e  Supply chain management: to optimize production
footprint, strengthen cost control over supply chain
and promote benchmarking of key supply chain
processes, so as to improve supply chain efficiency,
with an objective to lower cost and enhance efficiency.

As to the imported wine business, the Group focused on
selecting famous wine brands in the major wine export
countries in the world and quality wine suppliers to build
a good cooperation relationship. The Group also stepped
up efforts to develop new customers and build a sales
network covering all the provinces and regions across the
country, and cooperated with our customers to build a sales
network with a focus on the “Wines & Wines” specialty
stores at sales terminals, so as to boost sales growth. The
Group made efforts to optimize the management system
and improve the quality of business development, with an
aim to improve the operational efficiency and return of the
self-owned Société du Chateau de Viaud SAS in France.

The market size of the PRC wine industry, including
domestic wines and imported wines, is expected to remain
a single-digit annual growth rate over the next three to five
years. Although the current wine market in China is mainly
dominated by domestic wines, imported wine consumption
keeps increasing rapidly, with increasing brand awareness,
which has an ongoing impact on the domestic wines and
intensifies the market competition with the domestic wine
players.

China Foods Limited
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2017 Interim Results

A comparison of the 2017 interim results with those of the
comparative period of 2016 for the wine business segment
is summarized below:

(In HK dollar reporting term)
(BITE2HOK)

Revenue KA

(Note): In RMB terms, segment revenue grew by 12%.

During the period, the wine business segment recorded
sales revenue increase in RMB term, which was mainly due
to the growth of the imported wine business. During the
period, the repositioning exercise for the “Greatwall” brand
has been executed as scheduled and is beginning to take
effect. Consequently, we focused on the optimization of our
product mix, together with raising ex-factory prices, scaling
down the sales of low-end SKU with low profit margin and
rigorously promoting mid-to high-end products, leading to
an increase of 2.1 percentage points in the overall gross
profit margin for the “Greatwall” wine. Nevertheless, given
the sales revenue from the low-end products significantly
decreasing by 22.9%, the overall sales revenue in RMB
term of the “Greatwall” wine decreased by 8%. Furthermore,
due to the growth of the imported wine business and the
increased sales contributions from our imported wine,
which had a relatively lower gross profit margin than the
“Greatwall” wine, the segment’s overall gross profit margin
decreased.

During the period, in order to underscore the new status
of the “Greatwall” brand, “Greatwall wine for national
celebrations” promotions were held during important
national events to emphasize “Greatwall”’s credibility
as “the designated wine for serving at state banquets”.
Meanwhile, we continued to increase “Greatwall” brand’s
online advertising investment, with an aim to enhance the
brand’s popularity and reputation. As a result, marketing
expenses increased by approximately RMB41 million.
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With the entering into of the above agreement regarding
the Fortune Food Sales & Distribution Disposal Transaction,
coupled with the decision to have the “Others” operating
segment progressively terminated in 2017, most of the
expected unallocated expenses of the Group in the future
will be directly attributable to the wine business segment.

After careful consideration of the low growth and fierce
competition of the domestic wine industry, the management
was of the opinion that assessment should be conducted
for the recoverable value of certain assets categorized into
the wine business segment. As a result, an impairment of
goodwill in the amount of approximately HK$479 million
was recognized for the period.

In the second half of 2017, we expect the development of
the domestic wine industry will continue to face challenges
with low growth and fierce competition, implying greater
challenges ahead of our domestic wine business. We will
continue to reposition “Greatwall” as a mid-to high-end wine
brand. To this end, we will increase spending in advertising
and marketing, continue to launch promotions during
important national events, with focus on “Greatwall Five
Stars” strategic products, and streamline our product types
for the continuous optimization of our product mix. We will
also further improve our distribution systems by deepening
channel penetration, further cooperate with distributors by
employing resources on promotional activities at points of
sale so as to improve inventory turnover, and to enhance
quality and efficiency in the supply chain by benchmarking.
While continuing the scale up of imported wine business, we
will focus on optimizing product mix to improve the gross
profit margin and optimizing our business mode to improve
our profitability. With such initiatives, we will strive for the
improvement in results of our wine business.

TERRARAT

I i %%

fEE LR PFIR BB HE ERXSNMET L - UR[E
fi 182 D B E2017F FRE S KIERIRE - FREHRE
AEBRART D BEARDBER K HERBEBAE -

EEERFREEEESEHBETENEERRHEFHUE
R BERERBEEIBANETEEFTEHHEAR
BHEETTRHE - REER - EHHEEREEREQ4798
BAET -

2017 N5 - BEFTBEER® BT EERIDKERKRE
HoOBEZN UBTESFEEIR  RGAKEE
BEBHRASAHREALE - Hit - HAKBR/F RS
BHRRHMEL - MAERETSERRA  HEARES
B PEEZERITERMAESHKER  HPERE
£ REEME  BSEBCEREE  RPZHBER
Flefmm  FERETR - MEBE—8BRER  BE
ERBCKHAVEEERRRD - BERKHRMEDHE &
EHRRE - RIAHEHEBRE - @A - & OBEEBHE
HEREAHERRNRE - ZHBRECERESE - RITEN
K BAEEBER  RTTRFEES - BAFEBBIA
EZHEIR - FHHPDEREEGAEEEESE -

BRICS

2017 CHINA =




KITCHEN FOOD BUSINESS

Business Introduction

The kitchen food business covers the sale, distribution
and marketing of edible oil which is the principal product
category, as well as the sale, distribution and marketing
of sugar, soy sauce, vinegar, MSG, seasoning sauce and
cereals. “Fortune” brand is a well-known consumer-pack
edible oil brand in China and is ranked number two
nationwide in terms of market share.

Development Strategy

The Group’s strategic objective for the kitchen food business
is to maintain its position as one of the leading companies
in the industry. To this end, we will pursue the following
strategies:

° Strengthen the promotion of the core values of the
“Fortune” brand and improve the sales network for
all products under the brand;

° Conduct product research and development to respond
effectively to changes in consumer preferences,
develop products that meet consumer preferences,
with various characteristics;

° Conduct channel upgrades according to the current
status and development trend of channels, enhance
channel management to seize opportunities in the
fast growing new channels;

° Enhance the supply chain system and save operation
costs;

° Continue to explore new business models to drive
sales growth.
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Industry Overview

During the period, the overall growth of the volume of sales
of packaged edible oil has slackened, but prices remained
stable. Corn oil recorded a slower pace of growth as the
product has reached its maturity stage. Among the healthy
oil products, sunflower seed oil has replaced corn oil to
become the growth driver. Meanwhile, more tasty products
such as rapeseed oil and peanut oil have grown at a rapid
pace. After years of declines, blended oil has staged a mild
recovery while soybean oil continued to decline. Consumers
tend to prefer a wider variety of nutritious and tasty oils,
with increasing demands for products with unique aroma.

2017 Interim Results
A comparison of the 2017 interim results with those for the

comparative period of 2016 for the kitchen food business
segment is summarized below:

(In HK dollar reporting term)
(BITE2HOK)

Revenue KA

(Note): In RMB terms, segment revenue remained basically stable.

Overall sales volume of the kitchen food business segment
decreased by 4.3%.

Despite the ongoing intensified market competition, the
kitchen food business continued to improve supply chain
system and enhance supply chain efficiency, so that
operating results remained steady. The year-on-year decline
in segment results during the period is mainly due to the
independent operation of Fortune Foods Sales & Distribution
during the period which accounted for all directly attributable
expenses of kitchen food business, whereas the comparative
results last year excluded certain allocation of operating
expenses of headquarter level. In addition, during the first
half of 2017, COFCO Food Sales & Distribution Co., Ltd.
made certain impairment of approximately HK$28 million
in relation to long-aged prepayments and receivables (more
than 5 years), which was one-off non-recurring in nature.
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FINANCIAL REVIEW
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Bt 75 [0 8

CONTINUING OPERATIONS KEREER
REVENUE A
For the six
For the six months
months ended As ended 30 As
30 June 2017 percentage of June 2016 percentage of
B ZE2017F total revenue £ Z=2016%F total revenue
6H30H AR A 6H30H I8 A
IEREA Biatt 1E75 8 A Bk
(reported in HKD terms) (HK$’ million) % (HK$' million) %
(AT OE275) (BEBx) (B&%T)
Beverage segment R D2 7,568.1 48.4 6,156.5 42.2
Wine segment BREDE 1,381.2 8.9 1,285.2 8.8
Kitchen food segment BERRHE 6,645.6 42.5 6,987.2 47.9
Others segment Hith 5 & 33.3 0.2 161.7 1.1
Total Bt 15,628.2 100 14,590.6 100

The results in RMB for the period of the Group were
translated at the average exchange rate of first half of
2017 of HK$1: RMB0.88122, while the 2016 comparative
results in RMB were translated at the average exchange
rate of HK$1: RMB0.84623.

The results reported in HKD terms, when compared to the
2016 comparative results, include 4.1% translation effect
in relation to the depreciation of RMB.

Revenue from continuing operations of the Group grew by
7.1% in HKD terms, whereas the amount in RMB terms,
increased by 11.5%. Revenue growth in RMB terms
is mainly attributable to the increase in revenue of the
Beverage business segment, with the contributions by the
newly acquired bottling plants, which was partially offset
by the decrease in revenue from the kitchen food business
that will be disposed upon completion.

GROSS PROFIT MARGIN

The overall gross profit margin from continuing operations
increased mainly due to increase in revenue contribution
of beverage segment (with higher margin), while the
contribution of kitchen food segment dropped (with lower
margin).
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One-off gains on disposal of certain subsidiaries, associates
and an available-for-sale investment of approximately
HK$1,760.4 million in aggregate were recorded, in relation
to the disposals of equity interests in certain bottling plants.

The disposal of a discontinued operation was successfully
completed on 31 May 2016. One-off gain on disposal of
subsidiaries (attributable to a discontinued operation) was
recorded in the corresponding interim results for 2016.

Aggregated amount of selling and distribution expenses
and administrative expenses from continuing operations
was HK$3,520.7 million, grew by HK$417.8 million or
13.5%, mainly due to the acquisition of the newly acquired
bottling plants of beverage business, together with additional
spending in advertising, brand promotion and marketing
expenses as a result of intensifying market competition
of continuing operating businesses, under management’s
ongoing efforts to optimize supply chain management,
enhance promotional efficiency and control expenses.

One-off impairment of goodwill of wine segment in the
amount of approximately HK$479 million and certain
impairment of receivables were recorded during the period.

Finance costs were HK$41.7 million, an increase of 92.8%,
mainly due to the debt financing for the acquisition of newly
acquired bottling plants of beverage business.

Share of profits of associates were comparable to the
corresponding interim results for 2016.
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Income tax expense was HK$607 million, an increase of
213%, included the relevant tax of the gain on disposal of
certain subsidiaries, associates and an available-for-sale
investment, in relation to the disposals of equity interests
in certain bottling plants.

The Company’s treasury function operates as a centralized
service for:

° Reallocating financial resources within the Group;
° Procuring cost-efficient funding;

° 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, proactively reviews its
funding costs and maturity profiles to facilitate timely
refinancing, if appropriate. Cash pooling is applied in
mainland China for more efficient utilization of cash. Also,
the treasury function formulated financial risk management
procedures, which are subject to periodic review by the
senior management of the Company.

During the period, EBITDA from continuing operations
grew by HK$115.5 million to HK$883.6 million, mainly
attributable to the improvement in EBITDA of beverage
business driven by the newly acquired bottlers, as well as
the improvement in EBITDA of non-beverage business, with
significant expense controls.
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In the condensed consolidated statement of financial position
as at 30 June 2017, the Group’s unpledged cash and cash
equivalents totalled approximately HK$1,293 million (31
December 2016: approximately HK$1,120 million). Net
current liabilities were approximately HK$1,121 million
(31 December 2016: net current assets of approximately
HK$1,438 million), mainly related to the net current liabilities
of the newly acquired bottlers of beverage business and the
reclassification of certain bank borrowings of the Company
from non-current liabilities to current liabilities according to
maturity date during the period. Besides, beverage business
segment assets of HK$958 million and segment liabilities
of HK$329 million in relation to public sale equity transfer
agreement of Refranchising Transactions which were
classified as “assets of a disposal group classified as held
for sale” and “liabilities directly associated with the assets
of a disposal group classified as held for sale” respectively
at 31 December 2016.

Having considered the (i) budgeted cash flow from
operating activities from continuing operations, (ii) existing
financial resources and gearing level of the Group, (iii)
existing banking facilities available to the Group, and (iv)
forseeable receipt of proceed from the Fortune Food Sales &
Distribution Disposal Transaction, the management believes
that the Group’s financial resources are sufficient to fund
its debt payments, day-to-day operations, contracted capital
expenditures as at 30 June 2017.

As at and for the six months ended 30 June 2017, the
total number of issued shares of the Company remained
unchanged at 2,797,223,396.

In the consolidated statement of financial position as at 30
June 2017, the Group had interest-bearing bank borrowings
of approximately HK$4,225 million (31 December 2016:
approximately HK$1,620 million).

Majority of bank borrowings in Mainland China were
denominated in Renminbi, carried at annual fixed interest
rate, ranging between 4.13% and 4.28%, while the rest
were denominated in Hong Kong Dollars, carried at annual
interest rates, floating in nature, ranging between 1.17%
and 1.22% (31 December 2016: all of the Group’s bank
loans were denominated in Hong Kong Dollars, carried at
annual interest rates, floating in nature, ranging between
0.92% and 1.75%).
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As at 30 June 2017, the Group had other borrowings
of approximately HK$26 million, carried at fixed, annual
interest rate of 4.3% (31 December 2016: approximately
HK$25 million, carried at fixed, annual interest rate of
4.3%).

Maturity profile of interest-bearing bank and other borrowings
as at 30 June 2017, is analyzed as:

° HK$2,209 million borrowings repayable within one
year or on demand;

° HK$2,016 million borrowings repayable in the second
year; and

° HK$26 million borrowings repayable in the third year.

As at 30 June 2017, net assets attributable to owners of the
parent were approximately HK$6,327 million (31 December
2016: approximately HK$5,461 million) and net borrowing
position of the Group (interest-bearing bank and other
borrowings less unpledged cash and cash equivalents)
was approximately HK$2,958 million (31 December 2016:
approximately HK$525 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
46.7% (31 December 2016: approximately 9.6%).

As at 30 June 2017, the Group has no significant contingent
liabilities nor assets pledged (other than certain bills payable)
(31 December 2016: Nil).
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Management Discussion and Analysis
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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 2017, approximately 60% were denominated in
Renminbi and recorded in the books of the subsidiaries
operating in mainland China, while the rest were
denominated in Hong Kong dollar and recorded in the
book of the Company (functional currency as Hong Kong
dollars). For consolidated financial statements reporting of
the Group (reporting currency as Hong Kong dollars), foreign
exchange differences, arising from translation of financial
statements of subsidiaries operating in Mainland China,
are directly recognized in other comprehensive income and
accumulated in the exchange fluctuation reserve.

Although the Group has not used any financial instruments
for hedging purpose, the treasury function actively and
closely monitors foreign exchange rate fluctuation,
particularly the exchange rate of Renminbi to Hong Kong
dollar. The foreign exchange risk exposure at the operational
level is not significant.

Nevertheless, the currency mismatch by using Hong
Kong dollar borrowings to finance assets and businesses
denominated in Renminbi, exposes the Group to the risk of
unexpected cash outflows for repayment of such borrowings
by realization of assets denominated in Renminbi, if any.

During the period, the Group used Renminbi bank
borrowings to finance the acquisition of certain bottling
plants of Beverage business segment. The Group intends
to gradually repay certain Hong Kong dollar borrowings.
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HUMAN RESOURCES

As at 30 June 2017, the Group employed 24,421 staff
in Mainland China and Hong Kong (31 December 2016:
14,015). 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 basic
social insurance and housing fund in compliance with the
requirements of the laws of China. Details of these benefit
schemes are set out in the 2016 Annual Report.

The Company'’s share option scheme (the “Option Scheme”)
was adopted on 21 November 2006 for a term of ten years
for the purpose of rewarding eligible employees of the
Group (including executive directors and non-executive
directors of the Company) based on individual merits
and the Option Scheme expired on 20 November 2016.
Details of the Option Scheme are set out in the section of
Corporate Governance Highlights and Other Information
headed “Share Option Scheme” below.

CHANGE IN THE STRUCTURE OF THE GROUP

During the period, COFCO Wines & Spirits International
Holdings Limited, a wholly-owned subsidiary of the
Company, set up a 60% owned joint-venture company in
Tianjin named COFCO W&W International Co., Ltd., which
is mainly engaged in sales and distribution of imported
wines. COFCO Coca-Cola Beverages (China) Investment
Limited, a 65% owned subsidiary of the Company, set
up a wholly-owned subsidiary in Tianjin named Zhongke
Enterprise Management (Tianjin) Limited, which is mainly
engaged in enterprise management services.
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In addition, COFCO Coca-Cola Beverages (China) Investment
Limited has acquired all the equity interest in Swire Coca-
Cola Beverages Shaanxi Limited, Coca-Cola (Chongging)
Beverages Ltd, Coca-Cola (Jilin) Beverages Ltd, Coca-
Cola Liaoning (Central) Beverages Ltd and Coca-Cola
(Heilongjiang) Beverages Ltd., 93.75% equity interest in
Coca-Cola Liaoning (North) Beverages Ltd, 89.3% equity
interest in Coca-Cola (Sichuan) Beverages Ltd, 75% equity
interest in Coca-Cola (Shanxi) Beverages Ltd, and 60%
equity interest in Coca-Cola Liaoning (South) Beverages Ltd.

During the period, CCBL has disposed all the equity interest
in COFCO Coca-Cola Beverages (Jiangxi) Limited, Zhanjiang
COFCO Coca-Cola Beverages Limited and Hainan COFCO
Coca-Cola Beverages Limited, 20% equity interest in Swire
Coca-Cola Beverages Jiangsu Limited, 20% equity interest
in Swire Coca-Cola Beverages Zhejiang Limited, 19% equity
interest in Swire Guangdong Coca-Cola Limited, 7.6% equity
interest in Swire Guangdong Coca-Cola (Huizhou) Limited,
and 7.15% equity interest in Swire Coca-Cola Beverages
Wenzhou Limited.

Subsequent to the end of the period and on 1 July 2017,
COFCO Beverages Limited, a wholly-owned subsidiary of the
Company, completed the disposal of its 14% interests in The
Coca-Cola Bottling Unit of Shanghai Shen-Mei Beverages
and Food Co., Ltd.

Hong Kong, 29 August 2017
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Corporate Governance Highlights and Other Information

DIRECTORS’ INTERESTS AND SHORT POSITIONS
IN SHARES AND UNDERLYING SHARES

As at 30 June 2017, the interests and short positions of
the directors of the Company (the “Director(s)”) and their
associates in the shares, underlying shares or debentures
of the Company or any associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance
(the “SFO”) as recorded in the register of interests of the
Company required to be kept under section 352 of the SFO;
or as notified to the Company and The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) under Divisions
7 and 8 of Part XV of the SFO (including interests and short
positions which they were deemed or taken to have under
such provisions of the SFO) or pursuant to the Model Code
for Securities Transactions by Directors of Listed Issuers
(the “Model Code”) contained in the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”) (collectively the “Discloseable
Interests”) were set out below.

(a) Discloseahble interests in the shares and
underlying shares of the Company

EREARERAMER
EERNRORAABRG 2 ESRKA

R20179F6A30R  ARAER(EZ D RRFZHE
ARARR B S EALREEE (E & R(EHZ LB FE)
(TEH MG RG] EXVED) 2By - AR KESF
Az e foRR MARERE 75 M E IR0 3521 810
ARAFFFE B RMA  HRIEFS RAEREIFE
XVEBHT7 R F8n B (BB PR RIFREFRA 2%
BmRAREIRB(BEABRARIMBERAAES LHH
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E5RD) ((BRESTR DHEARBANEBEBBARIAER
AR (BT (Fhs] AR B ) 2 CBEN T -

(a) RADTZRIGRBEARGZAREES

Total number
of shares and  Approximate

Number of

underlying percentage of

Number of underlying  shares held issued shares

shares held  shares held FrisaRi He

Name of Director Capacity/Nature of interest Fi¥s Fri5ta R RiHEA  EBTRAN

ESHE B1ip ERNE kA& AE 138 E RipEE BHEST

(Note 1) (Note 2) (Note 3)

(MDD (Hi3E2) (Fi3E3)

Mr. Ma Jianping Beneficial Owner - 600,000 600,000 0.02%
BREEE EnEEA

Mr. Jiang Guojin Beneficial Owner 426,000 - 426,000 0.02%
TBE R E EnEBA

Ms. Luan Xiuju Beneficial Owner - 740,000 740,000 0.03%

BERZL EalBA
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Notes:

1. Long positions in the shares of the Company, other
than equity derivatives such as share options, warrants
or convertible bonds.

2. Long positions in the underlying shares of the Company
under share options granted to Directors pursuant to
the Option Scheme.

3. The percentages were calculated based on the total
number of shares of the Company in issue as at 30
June 2017, i.e. 2,797,223,396 shares.

(b) Discloseable interests in the shares
and underlying shares of an associated

corporation, China Agri-Industries Holdings
Limited (“China Agri”)

MEE

1. ARBEMzEE(RARITETAMBIRE - RAE
BHARAEFBHIN) o

2. REBREAIRNEZRHOBREBATARAME
B E -

3. BERLREAATN2017E6A30E 2B BITH
D 4aE(BN2,797,223,396 8 I 1D )5t E o

(b) R—REBCEE (P EEHZERERA T
%g*ﬁiﬂﬂ))Zﬂﬁﬁ&#ﬁ RAlR{3 2 AT

Total number
of shares and  Approximate
Number of underlying percentage of
Number of underlying shares held issued shares

shares held  shares held Fri5R {3 He
Name of Director Capacity/Nature of interest Fi#& Fri5ta R RiHEE  BTRAN
EEnE B1ipHERHE g 4= IR EE RpEY HBAEat
(Note 1) (Note 2)
(HH&ED) (F¥3E2)
Mr. Jiang Guojin Beneficial Owner 100 - 100 0.00%
TBE S E ExHEAA
Notes: B3 -
1. Long positions in the shares of China Agri, other than 1. FBERaRD2HFE (RAITETEMERE - RIR

Save

equity derivatives such as share options, warrants or
convertible bonds.

The percentages were calculated based on the total

number of shares of China Agri in issue as at 30 June
2017, i.e., 5,249,880,788 shares.

as disclosed herein, as at 30 June 2017, none

of the Directors nor their associates had any other
Discloseable Interests.
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER
PERSONS’ INTERESTS AND SHORT POSITIONS
IN SHARES AND UNDERLYING SHARES

As at 30 June 2017, 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:

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

e

Corporate Governance Highlights and Other Information
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FERRREMALTRIRG R EERERG 2
=R

R2017%6 A30R - RIFEF MG RAIEXVEBE2 R E
3DEMAMEART] + HIREE 77 R FE R P F 336K 8%
RARRRFEZERELTA - TERRNARRRSD
KRR 2 s FOR BT

RAQTRGREERG 217288

Number of shares held (Note 1)
FriFhR a8 B (FIsE1)

Approximate

Directly Through percentage of

Name of beneficially controlled issued shares

substantial shareholder owned corporations 5B #1ThRS

TERRATE BHEERHE ERTEZEE B a2t

(Note 2)

(fF5E2)

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

FREIRmIZER)ER AR

COFCO (Hong Kong) Limited - 2,072,688,331 2,072,688,331 74.10%
FRER(EE)ERAT (Note 3)
(PFEE3)

COFCO Corporation - 2,072,688,331 2,072,688,331 74.10%
FREEFRAR (Note 4)
(Pff5E4)
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Notes:

1. Long positions in the shares of the Company, other than
equity derivatives such as share options, warrants or
convertible bonds.

2. The percentages were calculated based on the total number
of shares of the Company in issue as at 30 June 2017, i.e.
2,797,223,396 shares.

3. COFCO (Hong Kong) Limited (“COFCO (HK)") was deemed to
be interested in 2,072,688,331 shares held by China Foods
(Holdings) Limited which was a wholly-owned subsidiary of
COFCO (HK).

4. COFCO Corporation was deemed to be interested in
2,072,688,331 shares held by China Foods (Holdings)
Limited and COFCO (HK) which were wholly-owned
subsidiaries of COFCO Corporation.

Save as disclosed herein, as at 30 June 2017, so far as was
known to the Directors, no other persons had an interest or
short position in the shares and underlying shares of the
Company which would fall to be disclosed to the Company
and the Stock Exchange under the provisions of Divisions 2
and 3 of Part XV of the SFO or as recorded in the register
kept by the Company under section 336 of the SFO.

SHARE OPTION SCHEME

The Company operates the “Option Scheme for the purposes
of attracting, retaining and motivating senior management
personnel and key employees of the Company, and
providing eligible participants with an opportunity to acquire
proprietary interests in the Company and encouraging
eligible participants to work towards enhancing the value of
the Company and its shares for the benefit of the Company
and its shareholders as a whole.

The Option Scheme was adopted on 21 November 2006
which has a term of 10 years and expired on 20 November
2016. Share options granted under the Option Scheme are
valid for seven years, must be held for a minimum period of
two years from the date of grant before it can be exercised
subject to the satisfaction of certain requirements under
the Option Scheme.

The first batch of share options, which were granted on 27
September 2007, has lapsed on 27 September 2014 due
to the expiry of the exercised period.
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The options granted after 28 March 2011 are subject to M2011F3 A28 B U EERLMERERIEZ A THNEER
the following new vesting schedule: EHE S

Maximum
percentage of
options which

may be exercised
Periods REZA{TE
HA R BREZ2BSLE

— Upon and after the second anniversary of the grant until the third anniversary of the grant 20%
ERPEBBEAE - AFRHEEEEZFAF

— Upon and after the third anniversary of the grant until the fourth anniversary of the grant 40%
BREAHEAE=AFREEZENFEF

— Upon and after the fourth anniversary of the grant until the fifth anniversary of the grant 60%
BREAHEAENAFREREETRASF

— Upon and after the fifth anniversary of the grant until the sixth anniversary of the grant 80%
BREAHEAERAFREBREE AT

— Upon and after the sixth anniversary of the grant until the seventh anniversary of the grant 100%
BREAHEAEAFREREELRAF
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As at 1 January 2017, a total of 22,120,000 share options
of the Company remained outstanding. During the period,
a total of 940,000 share options lapsed. Accordingly, as at
30 June 2017, a total of 21,180,000 share options of the
Company remained outstanding. Details of the movements
in the share options during the period are as follows:

R2017F1A1B » KRB HARTTENBEREARS
22,120,00017 - HAREIA - & $£940,00017 FEARAE B KA -
Eitt - R20175F6 A30H » AR A]H ARTTE A B EAR
521,180,00017 - HARIA - BEPRMEA BB HIGANT -

Number of share options

BRENYE

Name or Date of

Exercise

Exercise price of

category of

participants
Bag
HERER

grant of

share options

BB
RERR

At
01.01.2017
20174
1818

Granted
during
the period
HREH

Exercised

during
the period
HRATE

Lapsed
during
the period
BAXMN

At
30.06.2017
R20174
6H30H

period of
share options
Bz

1T 2

share
options
Bk
ETEE

Current Directors

HK$
oy

RiEESE
Mr. Ma Jianping 29.03.2011 600,000 - - - 600,000  29.03.2013- 4910
SEELE 28.03.2018
Ms. Luan Xiujiu 29.03.2011 740,000 - - - 740,000  29.03.2013- 4910
BERUL 28.03.2018
Other employees ~ 29.03.2011 20,780,000 - - (940,000) 19,840,000  29.03.2013- 4910
Hinfg g (Note 1) 28.03.2018
(fEED)
Total 22,120,000 - - (940,000) 21,180,000
B
Note: B EE -

1. During the period, 900,000 vested options lapsed upon the
expiry of stipulated period in accordance with the term of
the Option Scheme, while 40,000 unvested options lapsed
upon the retirement of an employee of the Company in
accordance with the terms of the Option Scheme.

China Foods Limited
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The fair values of the share options granted on 27
September 2007 and the share options granted on 29
March 2011 under the Option Scheme were HK$32,227,000
(approximately HK$1.563 each) and HK$47,124,000
(approximately HK$1.526 each), respectively, of which the
Company recognised a share option expense write-back of
HK$1,154,000 during the period (six months ended 30
June 2016: expense of HK$148,000). The share options
granted on 27 September 2007 had been expired on 27
September 2014.

The fair values of equity-settled share options granted
during the years ended 31 December 2007 and 2011
were estimated as at the date of grant, using the Black-
Scholes-Merton option pricing model and the Binomial
Option Pricing Model, respectively, taking into account the
terms and conditions upon which the options were granted.
The following table lists the inputs to the models used:

e

Corporate Governance Highlights and Other Information
TEERRERREMESR

BB AR 214200749 B 27 A K201 14F3 A29 B H
HBE RS AE 2 A FE S B A32,227,00058 7T (B #11.56378
T0) N 47,124,000 T (BD41.526/87T) » E A AR A E
R FERR B AR HE B S B 5 1,154,00058 7T (B 2201646
A30B175EA : B A148,000/%7T) ° 200749 A27
AR ERED N2014F9 27 AL o

REVE2007F 1231 BIEFE REZE2011F12A31H1E
FEARBARASEE 2 BRAE 2 A FETRE B E
AR - AT EERA R B EE
ERAEL A - XD ERE BB Z R EEF - T
RINHZERA 2B ARE

2011 Options

2007 Options

2011 F BB AR 1 2007 F BB A i

Date of grant I BEH 29 March 2011 27 September 2007

2011§3H29H 200749 A27H
Dividend yield (%) BB (%) 2.109 0.8
Expected volatility (%) TEHR 1R (%) 33.716 30.570
Historical volatility (%) BIERE(%) 33.716 30.570
Risk-free interest rate (%) A [ B 12 (%) 2.40 4.102
Expected life of options (year) FEIRETERT B 7 5
Weighted average share price (HK$) DM ER (BT 4.910 4.952

The expected life of the options is determined with reference
to the vesting term and original contractual term of the
Option Scheme and is not necessarily indicative of the
exercise patterns that may occur. The expected volatility
reflects the assumption that the historical volatility is
indicative of future trends, which may also not necessarily
be the actual outcome.

No other feature of the options granted was incorporated
into the measurement of fair value.

BREREFHMDN2EZ I 2EBMBLRE A DER

MEE ~ RUEBRTEBEENEN - AHKIERRE
EREA BRI ARBENRER - ERKBERVEERAE

% o

WA MR BB FRIARFENGFEESD o
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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 period.

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 2017.

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 2017.

UPDATES ON DIRECTORS’ INFORMATION

With effect from 17 January 2017, (i) Mr. Wang Zhiying
resigned as a non-executive director of the Company and
a member of the Remuneration Committee; (i) Mr. Qin
Yelong and Ms. Xiao Jianping were appointed as non-
executive directors of the Company; and (iii) Ms. Luan Xiuju
was appointed as an executive director of the Company.
Please refer to the announcement of the Company dated
17 January 2017 for the details.

With effect from 1 April 2017, (i) Mr. Wu Fei resigned as
an executive director of the Company and a member of the
Executive Committee; and (ii) Mr. Paul Kenneth Etchells
resigned as an independent non-executive director and a
member of each of the Audit Committee and Remuneration
Committee. Please refer to the announcement of the
Company dated 28 March 2017 for the details.

China Foods Limited
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At the annual general meeting of the Company held on 1
June 2017, ordinary resolutions were passed to (i) elect
Ms. Luan Xiuju and Mr. Zhou Chenguang as executive
directors and Mr. Qin Yelong and Ms. Xiao Jianping as
non-executive directors; and (ii) re-elect Mr. Jiang Guojin as
executive director; and Mr. Stephen Edward Clark and Mr. Li
Hung Kwan, Alfred as independent non-executive directors.
Please refer to Appendix 1 to the Company’s circular dated
27 April 2017 for their biographies and other information.

With effect from 29 August 2017 (after the conclusion
of the Board meeting held on the even date), (i) Mr.
Yuen Tin Fan, Francis resigned as an independent non-
executive director of the Company, a member of each of
the Audit Committee and Nomination Committee and the
chairman of the Remuneration Committee; and (ii) Mr.
Mok Wai Bun, Ben was appointed as an independent non-
executive director of the Company, a member of each of
the Audit Committee and Nomination Committee and the
chairman of the Remuneration Committee. Please refer to
the announcement of the Company dated 29 August 2017
for the details.

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 2017 (30 June
2016: HK$1.2 cents per share).

e
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MR2017F6 AIAARARIRITHRERBAFRE - TBAE
REERBI)EBEREFHLIRARKTEANTESR
EEEAERBEBRYXTRIERITES  ARGNEET
Bl & E BN TES RATLELE(Mr. Stephen Edward
Clark) RZBHEEERBIUFRITES - ERBSNERE
REMER  FL2EAREBEE2017F4 827 HHE K
ZMIgE— o

B201748A29R (ME B BHNES S QHARR)EE
WMo (RANECEBITARRBYIFNTES BEZZE
BeRERZEENERTFNEES IR R(INEAR
EEEZTARARBUIERTES BEREZEGRIESR
ZEEKERFMEES LR - FBRALMEARRBHA
20174F8 A29B IR E -

FRFHRE

AEERBEZ AEELEREATRY BANCHES
GETHERZEEEY -

RERZ 2

EEZgTEREE2017F6A30R IENEAZHHRE
(201656 H30H : R1.2%84L) -
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Report on Review of Interim Financial Information

PHMBERER®RE

EY:x

To the board of directors of China Foods Limited
(Incorporated in Bermuda with limited liability)

INTRODUCTION

We have reviewed the interim financial information set
out on pages 44 to 84, which comprises the condensed
consolidated statement of financial position of China Foods
Limited (the “Company”) and its subsidiaries as at 30 June
2017 and the related condensed consolidated statement
of profit or loss, comprehensive income, changes in equity
and cash flows for the six-month period then ended, and
explanatory notes. The Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited
require the preparation of a report on interim financial
information to be in compliance with the relevant provisions
thereof and 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 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 Engagement 2410 Review of Interim
Financial Information Performed by the Independent
Auditor of the Entity issued by the Hong Kong Institute of
Certified Public Accountants. A review of interim financial
information consists of making inquiries, primarily of
persons responsible for financial and accounting matters,
and applying analytical and other review procedures. A
review is substantially less in scope than an audit conducted
in accordance with Hong Kong Standards on Auditing and
consequently does not enable us to obtain assurance that
we would become aware of all significant matters that might
be identified in an audit. Accordingly, we do not express
an audit opinion.

China Foods Limited
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Report on Review of Interim Financial Information

CONCLUSION

Based on our review, nothing has come to our attention that
causes us to believe that the interim financial information
is not prepared, in all material respects, in accordance
with HKAS 34.

Certified Public Accountants

22/F CITIC Tower
1 Tim Mei Avenue
Central, Hong Kong

29 August 2017

TR ERERRE

+ 1A
:%l:l afl

RERMZEFFITE  RIWRATEIEMEERE - 1]

PIHRETHRVBEEREREEAT AR RRE B E
Q345 2 RERR -

HEEATHD

FEPIR
PIEXRE2212

201748 H29H

2017 Interim Report
2017 RS

43



Condensed Consolidated Statement of Profit or Loss

FAHGERER®RR

For the six months ended 30 June 2017 | #Z201746 8308 IL <88

For the six months ended 30 June
HZE6HA30HIEAEA
2017 2016
20174

20164
HK$’000 HK$'000
F&x FHET
(Unaudited) (Unaudited)
(REBEZ) (REEZ)

CONTINUING OPERATIONS FHEREER
REVENUE A 4 15,628,243 14,590,646
Cost of sales SHEMA (11,723,731) (11,134,307)
Gross profit EH 3,904,512 3,456,339
Other income and gains Ha U A R zs 4 1,961,212 667,760
Selling and distribution expenses HE RN HET T (3,100,313) (2,761,856)
Administrative expenses T H (420,361) (341,042)
Other expenses and losses HitX i REE (567,094) (14,507)
Finance costs [EE DN 5 (41,654) (21,605)
Share of profits of associates JEAGEE & A R) s F 26,430 26,254
PROFIT BEFORE TAX FROM REFECESER2
CONTINUING OPERATIONS FR¥ AR 6 1,762,732 1,011,343
Income tax expense FrERis 7 (607,013) (193,627)
PROFIT FOR THE PERIOD FROM HARBHEREE
CONTINUING OPERATIONS EE2iEF 1,155,719 817,716
DISCONTINUED OPERATION RIHIREETE
Loss for the period attributable to HNRER R
a discontinued operation E o ! 8 - (43,518)
PROFIT FOR THE PERIOD BAREF 1,155,719 774,198
Attributable to: FEfhA
Owners of the parent FREERA 756,111 616,677
Non-controlling interests FEIE PR MRS 399,608 157,521
1,155,719 774,198
EARNINGS PER SHARE ATTRIBUTABLE BREEERES
TO ORDINARY EQUITY HOLDERS REAELBRER
OF THE PARENT 10
Basic R
— For the profit for the period —BRAE A HK27.03 cents #&{ll HK22.05 cents &1Ll
— For the profit from continuing operations —HAAR B HEHE
HEE iy HK27.03 cents #{ll HK23.60 cents 1l
Diluted wE
— For the profit for the period — s A HK27.03 cents i#&{ll HK22.05 cents 1l
— For the profit from continuing operations -~ HARBFHE
TS 2w T HK27.03 cents &4l HK23.60 cents &1Ll

China Foods Limited
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Condensed Consolidated Statement of Comprehensive Income

FRGEZHBARR

For the six months ended 30 June 2017 | &Z2017%68308 IL~EA

For the six months ended 30 June

HZ6A30H1LAER
2017 2016
20174 20164
HK$’000 HK$'000
TFi&x FHAIT
(Unaudited) (Unaudited)
(RBER) (REER)
PROFIT FOR THE PERIOD HA A& F 1,155,719 774,198
OTHER COMPREHENSIVE INCOME/(LOSS) Hit2EWRA - (E8)
Other comprehensive income/(loss) to be BRI BEERDES
reclassified to profit or loss in Bz HEmEmEEA
subsequent periods: (E518):
Exchange differences related to foreign operations & g 9 2 7685 2 BE 3 2= %8 223,339 (188,544)
Share of other comprehensive loss of an associate J&1E — R H# & A 7
HAEmEESE (1,054) -
Net other comprehensive income/(loss) to be BRAZESEETSES
reclassified to profit or loss in Bz E2EmEA
subsequent periods (E18)F58 222,285 (188,544)
OTHER COMPREHENSIVE INCOME/(LOSS) HREMZEBA - (BR)
FOR THE PERIOD, NET OF TAX (SMERHIE) 222,285 (188,544)
TOTAL COMPREHENSIVE INCOME FOR HRZHWRALLE
THE PERIOD 1,378,004 585,654
Attributable to: FE(RTS -
Owners of the parent ISNEIEZEIN 900,928 449,090
Non-controlling interests FEIE PR RE RS 477,076 136,564
1,378,004 585,654
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Condensed Consolidated Statement of Financial Position

AR & M H IR &

30 June 2017 | 201746H30R

30 June 31 December
2017 2016
20175 20164
6H30H 12A31H
HK$’'000 HK$'000
F&x FHETT
(Unaudited) (Audited)
(REEK) (fEE%)
NON-CURRENT ASSETS FRBEE
Property, plant and equipment ME  BEREE 11 7,361,900 4,012,050
Investment properties -y JE 33,644 32,644
Prepaid land premiums B Lis 627,804 472,574
Prepayments for items of property, W - BENEE
plant and equipment BHZENE 21,238 54,304
Goodwill EES 3,344,141 1,522,354
Other intangible assets HitfEpEE 9,854 11,272
Investments in associates i NG A ) 751,787 726,412
Available-for-sale investments Al HERE 12,690 12,975
Deferred tax assets RIEFIAE = 230,580 154,964
Total non-current assets FERBEERE 12,393,638 6,999,549
CURRENT ASSETS MEEE
Inventories 75 3,946,489 4,007,825
Accounts and bills receivables FEW R R R B 12 1,852,177 1,319,672
Prepayments, deposits and other receivables BNRIE - &S
K H A fEWRIR 1,826,108 1,269,455
Due from fellow subsidiaries EEDIEINGIVAE: 18(d) 291,749 321,552
Due from the immediate holding company BEERARIRE 18(d) 162 162
Due from the ultimate holding company = e S NN 18(d) 13,411 13,037
Due from non-controlling shareholders BB AR FEERR
of subsidiaries ST 18(d) 1,896 946
Due from associates A YNEIUEN 18(d) 40,969 26,297
Prepaid tax AR 14,730 26,722
Pledged deposits HHFER 45,260 51,607
Cash and cash equivalents RekRE&EEER 1,292,843 1,120,224
9,325,794 8,157,499
Assets of a disposal group classified DEBFEREZ
as held for sale BEAREE 8 101,010 958,220
Total current assets MEVEERE 9,426,804 9,115,719
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Condensed Consolidated Statement of Financial Position

B AR & B ISR L &

30 June 2017 | 201746A308

30 June 31 December
2017 2016
20175 20164
6H30H 12A31H
HK$’'000 HK$'000
F&x FHETT
(Unaudited) (Audited)
(REEK) (L& HZ)
CURRENT LIABILITIES mEEE
Accounts and bills payables ENERRERE 13 2,418,582 1,199,220
Other payables and accruals HitENRIEREFTEE 3,865,860 3,146,051
Due to fellow subsidiaries REZKMBARIE 18(d) 1,368,965 1,885,271
Due to the ultimate holding company REEIEIR A B IE 18(d) 24,805 23,989
Due to related companies REBERRIFIA 18(d) 6,605 6,232
Due to non-controlling shareholders YNNI 2
of subsidiaries rEEeE 18(d) 66,393 64,612
Due to associates RN R FUE 18(d) 77,866 124,753
Interest-bearing bank and other borrowings STRRTERREMER 2,208,481 820,000
Tax payable FEfTHEIE 510,106 78,371
10,547,663 7,348,499
Liabilities directly associated with the assets of HBAEARELEY
a disposal group classified as held for sale HEMARIEERR
HEzaE 8 - 329,299
Total current liabilities mEBaREE 10,547,663 7,677,798
NET CURRENT ASSETS/(LIABILITIES) RBEE(AFE)FE (1,120,859) 1,437,921
TOTAL ASSETS LESS CURRENT LIABILITIES BERERTBAE 11,272,779 8,437,470
NON-CURRENT LIABILITIES EREEE
Interest-bearing bank and other borrowings HRBRTERREMER 2,042,170 825,086
Deferred income EIERA 329,963 294,719
Deferred tax liabilities REFHBEEE 37,177 25,545
Total non-current liabilities FERBABRE 2,409,310 1,145,350
Net assets BESE 8,863,469 7,292,120
EQUITY B
Equity attributable to owners of the parent BARHE AEERF
Issued capital BT 279,722 279,722
Reserves i 6,047,561 5,181,359
6,327,283 5,461,081
Non-controlling interests FErEpR RS 2,536,186 1,831,039
Total equity A E 8,863,469 7,292,120
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Condensed Consolidated Statement of Changes in Equity

BLEERSYEN IR T

For the six months ended 30 June 2017 | &%201756A30R LB A

Attributable to owners of the parent

BATREARL
Employee
Share  share-hased Exchange Asset Non-
Issued ~ premium  compensation Capitl ~ Reserve fluctuation revaluation  Retained controlling Total
capital -~~~ account reserve reserve funds Teserve Teserve profits Total inferests equity
(oL
ka%8 EX BE
BRTRA ROERR EMGE AARR 0 BRE  RERE  E4EE  REE Bt HEREE RAEE
HKS'000  HKS000  HKS'000  HKS000  HKS000  HKS000  HKSO00  HKS'000  HKS000  HKS'000  HKS'000
S 7/ v 7 /A v/ S v /A v G v /N v N v /A v N v 71
(Unaudited) ~ (Unaudited) ~ (Unaudited) ~ (Unaudited)  (Unaudited)  (Unaudited) (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)
(REEH) (FEER) (REBH) (REEFR) (REEN) (REBR) (REEN) (REER) (REEH) (REER) (REEQ)
At 1 January 2017 R0I7E1R1A 79722 31367 BT 3688 354848 201116 9663 1300899 5461081 1,831,009 7,292,120
Profit for the period Bra - - - - - - - TR TSI 309608 1155719
Other comprehiensive incomel(os) SRAAERN/ (BR):
for the period:
Eichange differences releted to ERENSHE 22
foreign operations - - - - - 145502 - - 145502 81 22338
Share of other comprehensive Efb-FRENRLNETER
[oss of associate - - - (685) - - - - (685) (369) (1,094)
Total comprehensive income for the period ~ ERAZENALE - - - (685) - M550 - TR 90098 477076 1378004
Acquistion of subsidiaies (note 14) WEMBAAHLL) - - - - - - - - - 181361 187,160
Release of reserves upon disposa IMNENBATRERRR
of subsidiaries - - - - (30,79) - - 30,796 - - -
Equitysetted share opfion arangements A ERRER S - S (AL - - - - - (114 - (15
Transfer form retain eaming BRAEHER - - - - 1,691 - - (1,691) - - -
Contributon from non-confroling -FHBATHERRRER
shareholders of a subsidiary - - - - - - - - - 40,910 40910
Final 2016 dividend declared BERI6ERHRE - - - - - - - (BT (3351 - (3851
At 30 June 2017 H2017£6F308 912 T 264 3400 35MY 350618 9663F 205,543 6,327,283 253,18 8863469
@ These reserve accounts comprise the consolidated ZERBEEEBKERRAUBRIRPZEREHR

reserves of HK$6,047,561,000 (31 December 2016:

HK$5,181,359,000)

statement of financial position.
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Condensed Consolidated Statement of Changes in Equity

G IR 2 B R

For the six months ended 30 June 2017 | #&Z2017%6A308 I EA

Issued
capltal

HK$1000
T
(Unaudited)

Share
premium
account

T

Employee
share-oased
compensation

TeSere
B8

Unaudited)

g

Attributable f

Capial
TeSere

Tt
Unaudited)

e

YN

Reserve
funds

52
HK$'000
Thi
(Unaudited)

wners of the parent

f

Exchange
fluctuation
feserve

(Unaudited)

Asset
revaluation
Teserve

Refained
s

Total

Non-
controling
Interests

HK$1000
T
udited)

At 1 January 2016 R016F1A18 229722 373607 3074 347330 3019 674517 16573 84157 549761 1559438 7062199
Profi for the period SR = = = - - - - bler7  eleerT 172l TR
Other comprehensive loss fo the period: ~ B2 HER:
Bichange diferences related to BEEEREN2E
foreign operations - - - = - (16798]) = - (67580 (2097)  (188,544)
Total comprenensive income for the period ~ EAZENALE = - - - - (167587) - ble6TT 49090 136564 585654
Disposal o subsidaries HENBAR - - - - - - (6910 6910 - - -
Equity-setled share option arrangements A ERRER - - 148 - - - - - 148 - 148
Transfer of employee Share-based RERERE
compensation reserve upon the IERERES
forfeiure or expiry of share options AL E R - - (137) - - - - 1371 - - -
Final 2015 dividend declared ER0ERERE = = = = = = - @m o @an) -9
Dividends pad to non-cortroling AHEARHRRR
shareholders of subsidiaries BXfZRE - - - - - - - - - (1950 (1957)
At 30 June 2016 12016567308 209,722 37367 081 373 B9 506930 9663 1451138 5914022 1676475 7590497
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Condensed Consolidated Statement of Cash Flows
EBHHEEHEERER

For the six months ended 30 June 2017 | #Z201746 8308 IL <88

For the six months ended 30 June

HZF6H30R LL/~EA
2017 2016
20175 20164
HK$’000 HK$'000
Filx FHAT
(Unaudited) (Unaudited)
(REER) (REER)
CASH FLOWS FROM OPERATING ACTIVITIES REXBZHERE
Profit/(loss) before tax: BREGADER,(B51E):
From continuing operations REFEREERE 1,762,732 1,011,343
From a discontinued operation RERFREER - (43,723)
Adjustments for: HNYEEELAR
Finance costs BERA 41,654 21,605
Share of profits of associates [ A= NGI (26,430) (26,254)
Interest income F2UA (9,572) (7,653)
Dividend income from AEHERE 2
available-for-sale investments B2 WA (49,944) (48,689)
Impairment of receivables e IE R E 83,422 13,014
Equity-settled share option expense BAEEERERS (1,154) 148
Amortisation of other intangible assets H A Y 1,639 2,270
Depreciation e 282,662 247,807
Changes in fair value of investment properties REWEZ NFEEE - 174
Loss on disposal/write-off of items of property, mE - BELREEB
plant and equipment ZHEER/MiE 4,248 11535
Impairment of available-for-sale investments AEHERE ZRE 671 -
Impairment of goodwill EERE 478,753 =
Recognition of prepaid land premiums RIEM L 6,936 6,874
Provision against inventories FERE 11,965 19,579
Government grants B B (88,962) (38,876)
Gain on disposal of subsidiaries HEM B A U (907,159) (522,969)
Gain on disposal of equity interests HE BN B AR U 5
in associates (493,679) -
Gain on disposal of available-for-sale HEHILERE R
investments (359,553) =
738,229 636,185

China Foods Limited
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For the six months ended 30 June

HZF6H30R LL/~EA
2017 2016
20175 20164
HK$’000 HK$'000
Filx FHAT
(Unaudited) (Unaudited)
(REER) (REER)
Decrease in inventories FERD 600,125 530,918
Decrease/(increase) in accounts and G S E
bills receivables W/ (Em) 12,661 (311,647)
Decrease in prepayments, deposits and TBNFIA - ke kEA
other receivables e IR 49,716 302,143
Decrease in amounts due from fellow subsidiaries [ Z B A 7R 75 26,851 33,073
Decrease/(increase) in an amount due from ST NG S
the ultimate holding company WA/ ($8hn) (374) 302
Increase in amounts due from non-controlling (NGB 228 83
shareholders of subsidiaries RERIE N (950) (928)
Increase in amounts due from associates BN AR FRIE N (14,671) (2,212)
Increase in accounts and bills payables EAERRERE 228,607 196,331
Decrease in other payables and accruals H e 7008 K R
BERD (823,223) (775,153)
Increase/(decrease) in amounts due to RV Z KB A RFIE
fellow subsidiaries #m,/ G (432,530) 781,422
Increase/(decrease) in an amount due to REARER A AR
the ultimate holding company 0,/ G d) 816 (307)
Increase/(decrease) in amounts due to REAERRIFIR
related companies #h0,/ () 373 (1,258)
Increase/(decrease) in amounts due to RITB A RIFEIERARR
non-controlling shareholders of subsidiaries I CRd) 1,781 (187,919)
Increase/(decrease) in amounts due to associates /R & /2 B ZIE
#m,/ Cad) (66,987) 2,370
Effect of foreign exchange rate changes, net (RSB EHA (90,877) (7,273)
Cash generated from operations REEBME2ES 229,547 1,196,047
Interest received BFIE 9,572 7,653
Interest paid BEASFLE (41,654) (21,605)
Mainland China income tax paid BB ARBEFTSI (217,997) (118,560)
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For the six months ended 30 June

HZ6A30HILAER
2017 2016
20176 20164
HK$’000 HK$'000
TiEx FTAT
(Unaudited) (Unaudited)
(RIBEZ) (REER)
Net cash flows from operating activities REERTSZ
e MmFE (20,532) 1,063,535
CASH FLOWS FROM INVESTING ACTIVITIES BREZHz2RERE
Decrease in pledged deposits EREFRRD 6,021 9,014
Dividends received from available-for-sale BlRATHEERE ZRE
investments 49,944 48,689
Dividends received from associates B UEs N B S 33,075 27,928
Mainland China income tax paid on REEBE R AR
investing activities FiS R (23,151) =
Proceeds from disposal of items of property, HEME  BERR
plant and equipment 15 B TS RA 4,155 2,028
Purchases of items of property, BEWE  BEK
plant and equipment REEE (420,470) (237,672)
Additions to prepaid land premiums BT b 3L 0 - (102,502)
Decrease/(increase) in prepayments for BAYE - BEMRE
items of property, plant and equipment BRFD,/(3Em) 33,063 (84,832)
Acquisition of subsidiaries - 1=YNG 14 (3,516,856)
Disposal of subsidiaries HEKB AR 15 1,103,274 683,220
Receipt of government grants W BN B #E B 109,346 204,919
Proceeds from disposal of equity B E N R IR
interests in associates {3508 548,752 -
Proceeds from disposal of an HEHHERE
available-for-sale investment P15 28 453,936 -
Increase in other payables and accruals Hit R ZIER
FERT B &M 238,501 =

Chma Foods Limited
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For the six months ended 30 June

#H#Z6HA308 LLEA
2017 2016
20174 20164
HK$’000 HK$'000
Fi#x FHET
(Unaudited) (Unaudited)
(REBEZ) (REHEZ)
Net cash flows from/(used in) investing activities & & &EATE,/(FTA)
ZHBFE (1,380,410) 551,493
CASH FLOWS FROM FINANCING ACTIVITIES METHZRERE
New bank borrowings HIgRITER 3,354,796 2,408,502
New other borrowings IS EME R - 1,276
Repayments of bank borrowings BEIRITER (1,873,740) (3,077,223)
Contribution from non-controlling shareholders B JB X B FEFE B AR SR A TR
of subsidiaries 40,910 -
Dividends paid to non-controlling shareholders B R Al FEEARAR SR
of subsidiaries SRR - (19,527)
Net cash flows from/(used in) financing activites B & EBIETE,/(FTF)
ZIRERFEE 1,521,966 (686,972)
NET INCREASE IN CASH AND CASH HeNELEEER
EQUIVALENTS R EE 121,024 928,056
Cash and cash equivalents at beginning of period Ei# 24 KIRE
£EEAR 1,132,996 908,470
Effect of foreign exchange rate changes, net i R BB B H 38,823 (22,716)
CASH AND CASH EQUIVALENTS AT HRzHEREE
END OF PERIOD ZEIEH 1,292,843 1,813,810
ANALYSIS OF BALANCES OF CASH AND HeRkBRELEEER
CASH EQUIVALENTS At
Cash and bank balances and cash equivalents S RR4AT A ISR R &
as stated in the condensed consolidated BRGERERER
statement of financial position and the Pl 2 R& RIRTT
condensed consolidated EukAEEEES
statement of cash flows 1,292,843 1,813,810
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Notes to the Condensed Consolidated Interim Financial Information

fE B AR & FR 2 B 35 1 L B

30 June 2017 | 201746H30R

1.

CORPORATE INFORMATION

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 COFCO (Hong Kong)
Limited, a company incorporated in Hong Kong.
Based on the confirmation of the Board, 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 2017, the Group
was involved in the following principal activities:

o processing, bottling and distribution of sparkling
beverage and distribution of still beverage;

o production, sale and trading of grape wine and
other wine products;

o distribution of retail packaged cooking oil and
seasoning products;

o distribution of other consumer food and beverage
products that are not categorised under the
aforementioned activities.

BASIS OF PREPARATION AND
ACCOUNTING POLICIES

The condensed consolidated interim financial
information is prepared in accordance with Hong
Kong Accounting Standard (“HKAS”) 34 Interim
Financial Reporting issued by the Hong Kong Institute
of Certified Public Accountants.

' China Foods Limited
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Notes to the Condensed Consolidated Interim Financial Information

BASIS OF PREPARATION AND
ACCOUNTING POLICIES (continued)

The condensed consolidated interim financial
information have been prepared on a going concern
basis notwithstanding that the Group had net
current liabilities of HK$1,120,859,000 at the end
of the reporting period. In preparing this condensed
consolidated interim financial information, the directors
have given careful consideration to the current and
anticipated future liquidity of the Group. Taking into
account, inter alia, (i) the expected net cash inflows
generated from the Group’s operations for the next
twelve months; and (ii) the unutilised loan facilities
at the end of the reporting period, 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 this
condensed consolidated interim financial information
on a going concern basis is appropriate.

The condensed consolidated interim financial
information does not include all the information
and disclosures required in the annual financial
statements, and should be read in conjunction with
the Group’s financial statements for the year ended
31 December 2016.

The accounting policies and basis of preparation
adopted in the preparation of the condensed
consolidated interim financial information are the
same as those used in the annual financial statements
for the year ended 31 December 2016, except in
relation to the following revised Hong Kong Financial
Reporting Standards (“HKFRSs”) that affect the Group
and are adopted for the first time for the current
period’s financial information:

Amendments to HKAS 7
Amendments to HKAS 12

Disclosure Initiative

Recognition of Deferred Tax
Assets for Unrealised
Losses

Annual Improvements Amendments to a number of
2014-2016 cycle HKFRSs

The adoption of the above revised HKFRSs has no
material impact on the accounting policies of the
Group.

fE B AR & FP 5 B 35 B L B

30 June 2017 | 20174%6H30R

mAEER T EE(EH)

BEAEBRBEHAAB R AEFE
1,120,859,000% 7T + fRRAR G BRI 75 & RHDIR R
BREREERE - NREANEBPLRETFHMEER
B EECETHEEASEEZIRA RIBEARRE
Be o KEEBEEPBE) OVAREBMEKBNAK+ =
BEAEEZBHBESRAFE ) RINNBREHRR
BRAZEREE  EBERAE  AEEBEHAENH
FHEE - At EFRARFELEEEREAN
HRGETHNBEERTIBEE -

AERGZETHMBERL TN BREFEMHERRT
PIREZEBEMEEE ANAEXAEEESE
20165F12 A1 A LLFEZ MK —HBIE - 16/
e °

BT EAEE R ASEE RN AR B ER
RNz RIETBAMBRELEN(EENBREE
A5 - REABREATHRBEERARAZE
AR R RBLESE - EEZE2016F12A31HIEFE
ZEEMBRRARAE B

BRGRAETR(ETA) KEHE
BRGEH A F12%: HARBEBRETELCHREE

CHEY;
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Notes to the Condensed Consolidated Interim Financial Information
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3.

OPERATING SEGMENT INFORMATION

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

(a) the beverage segment is engaged in the
processing, bottling and distribution of sparkling
beverage products and the distribution of still
beverage products;

(b) the wine segment is engaged in the production,
sale and trading of grape wine and other wine
products;

(c) the kitchen food segment is engaged in the
distribution of retail packaged cooking oil and
seasoning products; and

(d) the “others” segment is engaged in the
distribution of other consumer food and beverage
products that are not categorised under the
aforementioned segments.

Management monitors the results of the Group’s
operating segments separately for the purpose of
making decisions about resource allocation and
performance assessment. Segment performance
is evaluated based on reportable segment profit/
(loss), which is a measure of adjusted profit/(loss)
before tax from continuing operations. The adjusted
profit/(loss) before tax from continuing operations is
measured consistently with the Group’s profit/(loss)
before tax from continuing operations except that
interest income, dividend income, gain on disposal
of subsidiaries, the equity interests in associates and
available-for-sale investments, finance costs, share
of profits of associates, as well as unallocated head
office and corporate results are all excluded from
such measurement.

Segment assets exclude deferred tax assets, prepaid
tax, restricted bank balances, pledged deposits, cash
and cash equivalents, available-for-sale investments,
investments in associates and other unallocated
head office and corporate assets as these assets are
managed on a group basis.

‘ China Foods Limited
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Notes to the Condensed Consolidated Interim Financial Information
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OPERATING SEGMENT INFORMATION 3. RESPER(E)

(continued)

Segment liabilities exclude interest-bearing bank and DHBEETRETERITERREMERR - B
other borrowings, tax payable, deferred tax liabilities B REEHEEEREMAKRSEEHBRATEE -
and other unallocated head office and corporate AAEZZaBEREEEEETE -

liabilities as these liabilities are managed on a group

basis.

Six months ended 30 June 2017 #HZ20175F6H830H 1L EA

Beverage Wine Kitchen food Others Total
L B BERR Hi &t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

TEx T#x TEx T#x Ti#n
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
(RIZEH) (RIBEH) (RiZEY) (RIBEH) (RIBEY)

Segment revenue: PEpES
Sales to external customers HETHARP 7,568,150 1,381,176 6,645,655 33,262 15,628,243
Other revenue Hiplzs 66,304 36,263 1,327 37411 141,305
7,634,454 1,417,439 6,646,982 70,673 15,769,548

Segment results 5}“‘[&%,‘5 421,664 (418,973) (304) 26,572 28,959
Reconciliation: Bl
Interest income 7l % HSUK 9,572
Dividend income REMA 49,944
Gain on disposal of subsidiaries HEMBA I ES 907,159
Gain on disposal of the equity inferests — HE k& B

in associates 493,679
Gain on disposal of available-for-sale  HEAHEER Bz

investments 359,553
Finance costs BEMA (41,654)
Share of profits of associates FE(RRE S 1 A 26,430
Corporate and other unallocated NAREMRARZL

expenses (70,910)
Profit before tax from continuing REFHEREERIRH

operations Al 1,762,732
30 June 2017 201746H30H
Segment assets ﬁnBEE 12,644,244 4,321,821 2,211,629 211,301 19,388,995
Reconciliation:
Investments in associates E"H M"TZ& & 751,781
Corporate and other unallocated assets AR REM KA A EARE 1,578,650
Assets of a disposal group classified as %iﬁﬁﬁfﬁﬁ%Zﬁ%%ﬁ

held for sale ANEE 101,010
Total assets EEEE 21,820,442
Segment liabilities = 5,123,739 1,221,672 2,183,323 - 8,528,734
Reconciliation: i
Corporate and other unallocated REREMRAREE

liabilities 4,428,239
Total liabilities BiELE 12,956,973
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3. OPERATING SEGMENT INFORMATION 3. REQEEH(F)
(continued)
Six months ended 30 June 2016 HZE2016%6 A30H IE75E A

Beverage Wine  Kitchen food Others Total
gk Bef HBERM® Hoth CE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

TAT TEx TAT AT THT
(Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)
(REEZ)  (REEZ) (REFR) (REER) (REER)

Segment revenue: SEUS
Sales to external customers HETIREP 6,156,482 1,285,220 6,987,176 161,768 14,590,646
Other revenue Hi oz 59,368 14,997 4,838 8,310 87,513
6,215,850 1,300,217 6,992,014 170,078 14,678,159

Segment results PEEE 455,430 110,985 45,079 318 611,812
Reconciliation: B
Interest income 2 UA 7,566
Dividend income e A 48,689
Gain on disposal of subsidiaries &K BN AU 522,969
Finance costs BB A (21,605)
Share of profits of associates JE(FEE S N R E T 26,254
Corporate and other unallocated AR REMAD A H

expenses (184,342)

Profit before tax from continuing ~ REEERLEB BT
operations Bl 1,011,343

China Foods Limited
FERMERAT



Notes to the Condensed Consolidated Interim Financial Information

3. OPERATING SEGMENT INFORMATION 3.

(continued)

31 December 2016

fE B AR & FR 2 B 35 B R B

RESBENR)

2016%F12H31H

30 June 2017 | 201746A30R

Beverage Wine  Kitchen food Others Total
gkt i BERH HAt A&t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THT THT THT THT THT
(audited) (audited) (audited) (audited) (audited)
(CERZ) (BE%) (&%) (BER%) (%&7)
Segment assets PEEE 5,532,300 4,296,663 2,987,885 251,826 13,068,674
Reconciliation: i -
Investments in associates REENEZI%E 726,412
Corporate and other unallocated AR REMKDREE
assets 1,361,962
Assets of a disposal group PEERBELEZHER
classified as held for sale REE 958,220
Total assets BEAE 16,115,268
Segment liabilities SHEE 2,764,734 680,321 3,247,436 - 6,692,491
Reconciliation: #E -
Corporate and other unallocated A G REMKSERAE
liabilities 1,801,358
Liabilities directly associated with ~ EHIEEHEAIBIELER
the assets classified as held for Ef@zERE
sale 329,299
Total liabilities BfEEE 8,823,148
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4. REVENUE, OTHER INCOME AND GAINS 4. WA - B AR W=

WAREE 2 EXB) DERAREATRRE R E
RESFHEANEELERERFE -

Revenue, which is also the Group’s turnover,
represents the net invoiced value of goods sold, after
allowances for returns and trade discounts, during
the period.

An analysis of the Group’s other income and gains REEREIFELCEEG 2 A Rz 5T
from continuing operations is as follows: T

For the six months ended 30 June

EHZE6H30H L/ {EA
2017 2016
20175 20164
HK$’000 HK$'000
Ti&x AT
(Unaudited) (Unaudited)
(REEFX) (REEZ)
Other income Hibgg A
Gross rental income He WA B 2,047 2,062
Bank interest income RITF BN 9,572 7,566
Dividend income from available-for-sale ~ AJf£H&%& ~ iz S U0 A
investments 49,944 48,689
Government grants* BT R Bh 88,962 38,876
Compensation income mEWA 516 554
Sale of by-products and scrap items HeEERNERTER 15,627 13,818
Others Hip 34,153 32,203
200,821 143,768
Gains Y2z
Foreign exchange differences, net fEH =% 55 - 1,023
Gain on disposal of subsidiaries (Note 15) H&HE A aldzE
(K¥EE15) 907,159 522,969
Gain on disposal of the equity interests in & Bk & A TR U 25
associates 493,679 -
Gain on disposal of available-for-sale HERHREERE W
investments 359,553 -
1,760,391 523,992
1,961,212 667,760

©

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.

China Foods Limited
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5. FINANCE COSTS 5. EMERE

AEEREFELEEBIBMERAINTET

An analysis of the Group’s finance costs from
continuing operations is as follows:

For the six months ended 30 June

#HZ6A308 1E<EAR
2017 2016
20174 20164
HK$’000 HK$’'000
Tl FBTT
(Unaudited) (Unaudited)
(REFZ) (REEEZ)
Interest on: ME :
Bank loans wholly repayable hFEAZEEREZ
within five years IRITER 41,107 19,654
Loans from non-controlling B A AR PR AR R
shareholders of subsidiaries ZEX® 547 1,468
Others HAb - 483
41,654 21,605
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6. PROFIT BEFORE TAX FROM CONTINUING 6. REBERESERE ZIRHAIETR

OPERATIONS
The Group’s profit before tax from continuing RNEER B FHELE B2 BRBANEF IR, (G
operations is arrived at after charging/(crediting): AN)TRHIEIE

For the six months ended 30 June

HZ6A30H ILREA

2017 2016

20175 2016%F

HK$’000 HK$'000

Ti&x T

(Unaudited) (Unaudited)

(REEFX) (REEZ)

Cost of inventories sold EHFERAN 11,711,766 11,115,545

Provision against inventories FERE 11,965 18,762

Cost of sales SHERA 11,723,731 11,134,307

Depreciation e 282,662 243,491

Amortisation of other intangible assets E b & = i 1,639 2,270

Recognition of prepaid land premiums EREN TS 6,936 6,874
Loss on disposal/write-off of items of ME - BENEREER

property, plant and equipment* 2 HEEE M 4,248 1,493

Impairment of receivables* FEWR BRI 83,422 13,014
Impairment of available-for-sale A ERE 2 RE”

investments* 671 -

Impairment of goodwill* BERE" 478,753 =

Foreign exchange differences, net PEHZRE - T8 3,431 (1,023)

* These items are included in “other expenses and 4 ZEBBO ABRGEESBEBRR I HMST E RE
losses” in the condensed consolidated statement of Bl -

profit or loss.
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INCOME TAX EXPENSE

No provision for Hong Kong profits tax has been
made as the Group did not generate any assessable
profits arising in Hong Kong during the period (six
months ended 30 June 2016: Nil). Taxes 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 during 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.

fE B AR & FP 5 B 35 B L B

30 June 2017 | 201746A308
FrERixz

HRARERBEARETARELELNERD
A BRI LA RIS E B (B =2016F6
H30BLEAER : &) o HfhitlE 2 BRBSF 2 3
BIRBAREELHRELZ BEARER 2 RITH R
g .

REBFEBRRHBERBN2013FHL 2# X - AR
AMETHEBARBEATEEREX(GMHEIPE
BREXR]D  PEMEBERMAERERA20134F1
AlBEERRFBEERDEE -

For the six months ended 30 June
EHZE6H30H L/~ EA
2017 2016
20174 20164

HK$’000 HK$'000
T8 T
(Unaudited) (Unaudited)
(REBEZ) (REFEZ)

Current — Mainland China:

BIH — AP B KR -

Charge for the period EE[ANBAR] IS 649,457 191,204
Current — Elsewhere: BHEA— Efh [
Charge for the period BN - 57
Overprovision in prior years BEFERERE (942) =
Deferred JRAE (41,502) 2,366
Total tax charge for the period BARHIE ST H 4258 607,013 193,627
The share of tax attributable to associates amounting Bt 2N &) JIE (R B IBIE B9, 243,000 T (H £ 20164

to HK$9,243,000 (six months ended 30 June 2016:
HK$7,936,000) is included in “Share of profits of

associates” in the condensed consolidated statement

of profit or loss.

6H30H1E7XME A < 7,936,000 7T) - Thst ARIERAR
BREHRTIEIGBERRER ] -
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8. DISCONTINUED OPERATION AND 8. HRIUIREXEBRSEABESEZLHE
DISPOSAL GROUP CLASSIFIED ..‘Eé
AS HELD FOR SALE

(1) Discontinued operation

Prized Developments Limited and its subsidiaries
(the “Target Group”) are engaged in the production
of the Group’s chocolate and other confectionary
products, which are sold and distributed via COFCO
Food Sales & Distribution Co., Ltd., a wholly-owned
subsidiary of the Group. Together these two
components comprise the Group’s confectionery
segment (the “Discontinued Segment”).

On 31 December 2015, the Company announced
the decision of its board of directors to dispose
of the Target Group by entering into an equity
transfer and debt assignment agreement
with Tops Properties Limited, a wholly-owned
subsidiary of COFCO Property (Group) Co., Ltd.
which is a Shenzhen-listed company owned as
to 45.67% by COFCO, for a total consideration of
RMB611,000,000 (subject to certain potential
adjustments). The Group has decided to cease
the Discontinued Segment because it plans to
focus its resources on its other business.

As a result, the Discontinued Segment was
classified as a disposal group held for sale
and as a discontinued operation. With the
Discontinued Segment being classified as a
discontinued operation, it is no longer included
in the note for operating segment information.

' Chma Foods Limited

ERMERAT

(1)

BIEREER
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BEEHEALEEREE  BREAARK
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8.

Notes to the Condensed Consolidated Interim Financial Information

DISCONTINUED OPERATION AND 8.
DISPOSAL GROUP CLASSIFIED
AS HELD FOR SALE (continued)

(1) Discontinued operation (continued)

On 31 May 2016, the disposal in relation to
the Target Group was completed. The results
of the Discontinued Segment for the period are
presented below:

ll\

fHe

(1)

fE B AR & FR 2 B 35 B R B

30 June 2017 | 201746A308

IHBEXBRIERBEHEEZHE
(#4%)

RIEEEXHK(E)

M201655H31H - A REENHER T
BX o #2IERSE T BN BRI A B 4B 2 5140
™

For the six months ended 30 June

FHZE6A30R8 IEAEA

2017 2016

20175 20164

HK$’000 HK$’000

Ti#&x FETT

Revenue WA - 114,747

Cost of sales SHEK A - (77,377)

Other income and gains PN S G - 1,917

Selling and distribution expenses HE RO HEZH - (77,576)

Administrative expenses 1T - (5,218)

Other expenses and losses B KR EE - (216)
Loss before tax from RIS ETE 2 R

a discontinued operation A& 12 - (43,723)
Income tax credit related to BEBTRIERZFT

pre-tax loss BRER - 205

Loss for the period from LIERE TS 2 BINEE
a discontinued operation - (43,518)
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8. DISCONTINUED OPERATION AND 8. RUERSEBRIELHBEFEZHE
DISPOSAL GROUP CLASSIFIED .‘.’:ﬂ (#8)
AS HELD FOR SALE (continued)
(1) Discontinued operation (continued) (1) ARIEREEK(E)
The net cash flows incurred by the Discontinued BIEREEB D EERRSREFRHNAT ¢

Segment are as follows:

For the six months ended 30 June

#HZE6A30AR IEAEA

2017 2016

20175 20164

HK$’000 HK$’000

Ti#&x F&TT

Operating activities KRS - 9,612

Investing activities REED - (1,583)

Net cash flow inflow HemnEnA S - 8,029

Loss per share: BREE :

Basic, attributable to the AR B HREETE

discontinued operation - HK$1.55 cents /&1l
Diluted, attributable to the BE o RIFEEET

HK$1.55 cents 781l

discontinued operation

The calculations of basic and diluted loss per AERIECEEBEENSRERREEEE
share attributable to the discontinued operation ThER

are based on:

For the six months ended 30 June
B Z6H30HIE/{ER

2017 2016
20174F 20165

Loss attributable to ordinary equity ~ fHAEE:BARIEZRSIEE A
holders of the parent attributable JEAE4R SR ETER

to the discontinued operation FE(E BB - HK$43,518,0005% 7T
Weighted average number of qi—””’_ﬂx§$&ﬁ&,§)§ﬁa

ordinary shares in issue FANBARNEETE

during the period used in Hﬁbﬂﬁé?ﬁ%ﬁ(ﬁﬁilo)

the basic and diluted loss per

share calculation (Note 10) 2,797,223,396 2,797,223,396

Chma Foods Limited
Ennﬁﬁﬂ’/}j
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Notes to the Condensed Consolidated Interim Financial Information

DISCONTINUED OPERATION AND
DISPOSAL GROUP CLASSIFIED
AS HELD FOR SALE (continued)

(2) Disposal group classified as held for sale

On 16 December 2016, COFCO Coca-Cola
Beverages Limited (“CCBL"), a 65%-owned
subsidiary of the Company, and the Company
entered into the public sale equity transfer
master agreement with Swire Beverages
Holdings Limited (“Swire”) pursuant to which
the Company agreed to dispose of its entire
investments in subsidiaries in Hainan COFCO
Coca-Cola Beverages Limited, COFCO Coca-
Cola Beverages (Jiangxi) Limited and Zhanjiang
COFCO Coca-Cola Beverages Limited, and its
investments in associates in Swire Coca-Cola
Beverages Jiangsu Limited, Swire Coca-Cola
Beverages Zhejiang Limited and Swire Coca-Cola
Beverages Wenzhou Limited, and its available-
for-sale investments in Swire Guangdong Coca-
Cola Limited, Swire Guangdong Coca-Cola
(Huizhou) Limited and The Coca-Cola Bottling
Unit of Shanghai Shen-Mei Beverage and Food
Co., Ltd (collectively referred to as the “Public
Sale Companies”) to Swire at an aggregate
consideration of approximately RMB2,122
million.

The Public Sale Companies are engaged in
the processing, bottling and distribution of
sparkling beverage products, and distributing
still beverage products in various regions in
Mainland China, which are part of the Group’s
beverage segment. The above transactions,
which are expected to be completed within
one year, together with the acquisitions of
various beverage companies from The Coca-
Cola Company (“KO”) and Swire as well as the
disposal of the Discontinued Segment, form part
of the Group’s overall strategy of concentrating
on expanding its core activities.

On 1 April 2017, the disposal in relation to the
Public Sale Companies was completed, except
the disposal in relation to The Coca-Cola Bottling
Unit of Shanghai Shen-Mei Beverage and Food
Co., Ltd.

R BA 4R & AP 5 B 75 L B

30 June 2017 | 20174%6H30R

IEEXERDBBEREEZHE

E.E (II\E.)

2) PEAFABEZHELS

201612168 - KA RIER65%Em 2
MEABPIER O ER AR (R )
RARRERHKHERBR AR KH DE]
NARLEEREEZEEAR - Bt - AQER
BRAXGHHEARBRGRETIER O R ZERH
BRAT - HRAARLERHOIRE)BERAT
FOETHRBRI AR B BR AR - URRE
BE AR IEAG A AR ERBAERAT
TG RO RSB AR A B FORMAE R O
AERBERATR  URERAHEERERE
RAGAOAREAERAF E%%itéﬂlilﬂéﬂé
BMNARRA R EBREABRAERD
DT““*%E*B(%’WM’AE%&%’&TDE’J

% BREN/SARKE21.22(E7T

NREEARESBAETRMER S TKE
mEINT KRR D HE T ERABERND

o RAKESRMERD R —# - FEHR
—FATKRH LR 5 - ERAA] H AR E
(A DRAGTWREZHEKHRE - AREE
RIERE RGN %$%@ ERERZ L
FBEHERBRIEH —F 5

HERARHERRER B ER2017F4A1R
SR - MR EBREKHRMAR AR OR
LRI ARZ B ERERID

2017 Interim Report
2017FHERE

67



Notes to the Condensed Consolidated Interim Financial Information
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8. DISCONTINUED OPERATION AND 8. RIREXERDEABEREZHE
DISPOSAL GROUP CLASSIFIED HE(E)

AS HELD FOR SALE (continued)

(2) PEARFAEFEZHEHES(E)

(2) Disposal group classified as held for sale
(continued)

RBEHMR - 2ARLERRAIBAFAFELZ
TERREERBENT

The major classes of assets and liabilities of the
Public Sale Companies classified as held for sale

as the end of reporting period are as follows:

30 June 31 December
2017 2016
20174 20164
6H30H 12A31H
HK$'000 HK$'000
TFigx FET
Assets &E
Property, plant and equipment ME - BB MERE - 316,405
Prepaid land premiums Bt E - 34,043
Prepayments for items of property, ME - BEMERE
plant and equipment BHE 2 ENTE - 25
Goodwill BHE - 102,782
Investments in associates REE N R 2 & - 88,148
Available-for-sale investments Al ERE 101,010 195,393
Deferred tax assets BERIBEE - 9,946
Inventories =E - 150,516
Accounts and bills receivables FEMBR & B - 25,134
Prepayments, deposits and other BRFE FE%&
receivables H b UK - 20,504
Due from associates HﬁﬁA’KTWM - 1
Prepaid tax FEHTIE - 175
Pledged deposits HIRTFER - 2,376
Cash and cash equivalents BehREeEEHEB - 12,772
Assets classified as held for sale DEERERECZEE 101,010 958,220
Liabilities &R
Accounts and bills payables FESBR K 2 - (115,879)
Other payables and accruals ,H\ﬁﬁﬁéﬁmlﬁ&ﬁ%ﬁ%% - (182,881)
Due to associates RN B IR - (26,972)
Tax payable FERFIR - (3,567)
Liabilities directly associated with HEROEAEEFEY
the assets classified as held for sale EEEHZEE - (329,299)
Net assets directly associated with ERRAHANERRER
the Public Sale Companies CEESE 101,010 628,921
Exchange fluctuation reserve of NEHERR 2 INEE
the Public Sale Companies ElE - 35,100

Chma Foods Limited
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Notes to the Condensed Consolidated Interim Financial Information

9. DIVIDEND

Interim — Nil (six months ended
30 June 2016: HK1.2 cents)
per ordinary share

fE B AR & FR 2 B 35 B R B

30 June 2017 | 201746A308

For the six months ended 30 June

EZE6A30HIEAEAR
2017 2016

20175 20164

HK$'000 HK$'000
FTEx THET

RE - EREEK &
(B £20165%6 A30H
LERMER @ 1.27840) - 33,567

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

The calculation of basic earnings per share amount for
the period ended 30 June 2017 is based on the profit
for the period attributable to ordinary equity holders
of the parent of HK$756,111,000 (six months ended
30 June 2016: HK$616,677,000), and the weighted
average number of ordinary shares of 2,797,223,396
(six months ended 30 June 2016: 2,797,223,396) in
issue during the period.

No adjustment has been made to the basic earnings
per share amounts presented for the six months
ended 30 June 2016 and 2017 in respect of the
dilution as the impact of the Company’s share options
outstanding had no dilutive effect on the basic profit
per share amounts presented.

10. BRRBERESKEAEARESREF

HZE2017F6 A30H It R SRERZFIEE %
BRI EERERSTA AELEAET756,111,000
BT (B Z=2016%6 A308 1E/~8 A : 616,677,000
BIr) WERHEARBEBITEBRZ NEFHIE
2,797,223,396 % (B £ 20166 A30H L/ A :
2,797,223,396%)5tE

BHRARR HARTTEERES M2 SR EREF
TRYVEEEYE  BYBHEE20165 M2017F
6A308 LLANEAMES SREARNSEELETE

B -
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R B %R & 5 B 75 1 L B

30 June 2017 | 201746H30R

11. PROPERTY, PLANT AND EQUIPMENT

During the six months ended 30 June 2017, the Group
acquired items of property, plant and equipment at
a total cost of HK$420,470,000 (six months ended
30 June 2016: HK$237,672,000), and disposed of
items of property, plant and equipment with a total
net carrying amount of HK$8,403,000 (six months
ended 30 June 2016: HK$4,264,000).

12. ACCOUNTS AND BILLS RECEIVABLES

1. Y% - BERRE

REBE2017F6 A30B 1L NEA - REEKEY
¥ BEMEZHBEB 2K A5 A420,470,0007
TL(E E20165F6 A30H IE/~ 1@ A : 237,672,000
L) LEVE  BEAXEEE ZEOFEMEE
/58,403,000 7T (B £201646 A308 1L/ @ A :
4,264,000 7T) ©

12. EWERRREE

30 June 31 December

2017 2016

20176 A 30H 201612831 H

HK$’000 HK$'000

T8 FHIT

(Unaudited) (Audited)

(REFZ) (e®z)

Accounts and bills receivables FEUBR A M =i 2,027,217 1,446,904
Impairment B (175,040) (127,232)
1,852,177 1,319,672

The Group’s trading terms with its customers are
mainly on credit, except for new customers, where
payment in advance is normally required. The credit
period is generally for one to three months. Each
customer has a maximum credit limit. The Group
seeks to maintain strict control over its outstanding
receivables and has a credit control department 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.

China Foods Limited
FERMERAT

BHEPI  AEEEEPZEZERIDEERE
BRI - —REAEHEPELMNK - EEHM—KN
F—==AR - BREFPHBREFERLR - A%
BSKEFBREEHEREERRESINREEE
ZHIE - BRBEERRBRERE - SREEEE
HEZBHESR - ERRRE - URAEES K
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WAEE o AEREY ELERRIRK R IBRERET
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fE B AR & FR 2 B 35 B R B

30 June 2017 | 201746A30R

12. ACCOUNTS AND BILLS RECEIVABLES 12. EWERER M ER (8
(continued)
An ageing analysis of the Group’s accounts and bills RBEPRZAEBEBUEREERRKZEER
receivables as at the end of the reporting period, B AOBRRE DT T
based on the invoice date and net of impairment, is
as follows:
30 June 31 December
2017 2016
20174F6 A 30H 2016912 A31H
HK$’000 HK$'000
T TET
(Unaudited) (Audited)
(REBEZ) (2=Z)
Within 3 months —@AAR 1,485,659 1,039,048
3 to 12 months —@AZ+=_EANR 324,029 252,501
1 to 2 years —FERERAN 32,733 19,296
Over 2 years B 1B R 9,756 8,827
1,852,177 1,319,672
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30 June 2017 | 201746H30R

13. ACCOUNTS AND BILLS PAYABLES 13. ENRARER
An ageing analysis of the Group’s accounts and bills RBEMRAEEENER R ERRRIZESEH
payables as at the end of the reporting period, based DT

on the invoice date, is as follows:

30 June 31 December
2017 2016
20174E6 A 30H 2016412 A31H
HK$’000 HK$'000
T8 T
(Unaudited) (Audited)
(REFZ) (& &#E%)
Within 3 months =@AR 2,272,303 1,114,518
3 to 12 months —@EAE+=_@EAR 131,132 75,035
1 to 2 years —FERERN 6,297 1,251
Over 2 years ERIB M F 8,850 8,416
2,418,582 1,199,220
At 30 June 2017, certain of the Group’s bills R2017F6 A30H » AEBEEBETRENZEBEHRASE
payable were secured by the Group’s bank deposits & R 77 17 545,260,000/ 7t(20164 12 4318
amounting to HK$45,260,000 (31 December 2016: 51,607,000/ L) F LAHEIR ©

HK$51,607,000).

China Foods Limited
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14. BUSINESS COMBINATION

On 17 November 2016, CCBL entered into the non-
public sale equity transfer master agreement with KO
and Swire pursuant to which:

(i) KO will procure its subsidiaries to transfer to
CCBL all the issued share capital in Coca-Cola
(Chongging) Beverages Ltd, Coca-Cola (Jilin)
Beverages Ltd, Coca-Cola Liaoning (Central)
Beverages Ltd, and Coca-Cola (Heilongjiang)
Beverages Ltd., 93.75% of the issued share
capital in Coca-Cola Liaoning (North) Beverages
Ltd, 89.3% of the issued share capital in
Coca-Cola (Sichuan) Beverages Ltd, 75% of
the issued share capital in Coca-Cola (Shanxi)
Beverages Ltd, and 60% of the issued share
capital in Coca-Cola Liaoning (South) Beverages
Ltd, (the “CBL Companies”), for an aggregate
base consideration of RMB2,900,000,000;

(i)~ Swire will procure its subsidiaries to transfer to
CCBL all the issued share capital in Swire Coca-
Cola Beverages Shaanxi Limited (“Coca-Cola
Shaanxi”) for an aggregate base consideration
of RMB487,000,000; and

(iii)  Such base considerations shall be subject to
customary closing accounts adjustments by
reference to the net cash balance and the
working capital level of each entities as at the
date of completion.

The CBL Companies and Coca-Cola Shaanxi are
engaged in the processing, bottling and distribution
of sparkling beverage products, and distributing still
beverage products in various regions in Mainland
China.

On 1 April 2017, the aforementioned acquisitions in
relation to the CBL Companies and Coca-Cola Shaanxi
were completed.

fE B AR & FP 5 B 35 B L B

30 June 2017 | 20174%6H30R

14. £S5 4

R20165F11 /8178 - PRl EA LN AR IERR
HEERBRESR @ Bt

() AT REEMB AR MBI EET O A4
(EE)RBERAAE ~ AT O %(H M)t
BRATF - A]OAEE=(R)RBIAR AR
MAOr (B TR BRARZEEE R
TTREAN LA K m] O AT #4352 (4 ) SRR B BR A A
93.75% E BT A ~ Af ORI &4 ()l sRet B
PRAFII.3%E BT « A O AJZE (1L 7H) &k
BARART75%EBEITIRA KA O A 44 E %
() EE AR R F60%0 /TR A (it A 7]
Gl OEsE])  EAREREAAR
2 900,000,0007T :

(i) K& EENEBQRRFP A EERAASL
A AR L AR AR AT O 2EBRE ) 2
2HEETRA EAXAREBEABE/ARE
487,000,0007T : K&

(i) BAEAREAFGLESERNTKEHZR
TRERR) L EES/RFIEREREIRE F

A] O AT R4 R Ko BT O R] SERR 75 2 AP B 70 3 5 1t [ 1
FUKERMNT KRS HEETERABER
HIDH e

MR2017F4A18 - LA ORI 24g0R R a] A a]
LPRPARIREEE ST ©

2017 Interim Report
2017 RS

73



Notes to the Condensed Consolidated Interim Financial Information

R B %R & 5 B 75 1 L B

30 June 2017 | 201746H30R

14. BUSINESS COMBINATION (continued) 14. EBEH(E
The Group has elected to measure the non-controlling AEE DB EBRIFIEREREG DA 4EZ (L)
interest in Coca-Cola Liaoning (North) Beverages FRERAR - AL IDERBBRAR - 7]
Ltd, Coca-Cola (Sichuan) Beverages Ltd, Coca-Cola DA (L) REARAR KA O A 2455 %= ()R
(Shanxi) Beverages Ltd, and Coca-Cola Liaoning BERARSEZA#NEEFELAGFEZSE
(South) Beverages Ltd at the non-controlling interest's NEZ IR AR o

proportionate share of respective identifiable net assets.

The fair values of the identifiable assets and liabilities A] O A L4 grRt I A O AT 24Pk R A Uk s A HA 2 BT 38 Al
of the CBL Companies and Coca-Cola Shaanxi as at EERBEAFEWNT

the date of acquisition were as follows:

Fair value recognised
on acquisition

RUBERER 2 A FE

Notes HK$'000
Bt FHT
Property, plant and equipment L E N 3,024,560
Prepaid land premiums A LibE 147,681
Other intangible assets HitnmREE -
Deferred tax assets BERIBE E 27,798
Inventories EE 491,508
Accounts receivable FEUS AR X 599,896
Prepayments, deposits and other receivables — FEfI3XIE - && &
H b pE U 18 644,363
Cash and cash equivalents Re KA EEIAR 478,647
Accounts payable FEfTERER (1,024,590)
Other payables and accruals Hipfe B R ETas (1,237,150)
Interest-bearing bank borrowings FTERIRITIEE (1,123,740)
Tax payable FE IR (29,633)
Deferred income RIEW A (29,521)
Deferred tax liabilities ELEFIBAE (10,158)
Total identifiable net assets at fair value BAFESE AR
BEFEERE 1,959,661
Non-controlling interests JEPE e R e (187,161)
1,772,500
Goodwill on acquisition Whsrg 2 (b) 2,223,003
3,995,503
Satisfied by: AT 5 B -
Cash B4 3,995,503
Contingent consideration HBERE (c) =
3,995,503

China Foods Limited
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14. BUSINESS COMBINATION (continued)

(a)

(c)

The fair value of the acquired identifiable
intangible assets are provisional pending to the
final valuation results performed by independent
professionally qualified valuers.

The goodwill is provisional subject to final
valuation results of identified intangible assets,
contingent consideration and other identifiable
assets and liabilities.

The contingent consideration represents the
customary closing accounts adjustments on
the base considerations by reference to the
net cash balance and the working capital level
of each entities as at the date of completion.
As of 30 June 2017, contingent consideration
is not recognised pending to the final valuation
results performed by independent professionally
qualified valuers and final confirmation on
adjustments on the base considerations, if any,
between counter parties.

fE B AR & FP 5 B 35 B L B

30 June 2017 | 20174%6H30R

14. ZBFSH (R

(a)

(b)

(c)

BANA BBV EEZAFERLEE &
REBHORN A BBB YA EM 2 &R AER
5o

BEATEE  SREBEIHRAREIHETLE
E  HEREREMABRNEERABZER
EESR -

SEREBEELZEZEBN K AR RS R
FENEEESKIREANEBELHZEER
ZIRRE AR - BIE2017F6A30R - HREE
RBUAEMNREGHERSHARATK - AR
ERXRHHF I EANEAKERFE(WA) HiF
RAHER - RAARERTHER °
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14. BUSINESS COMBINATION (continued) 14. EBSH(E

The Groupincurred transaction costs of HK$49,262,000
for this acquisition. These transaction costs have been
expensed and are included in profit or loss.

An analysis of the net outflow of cash and cash
equivalents in respect of the acquisition is follows:

AEBEREHWBEL R HKA49,262,000/8TT °
ZERZKALD T AR -

ERWBEBF Pk Re MRS EEHEE REFED
W :

HK$'000
THET

BefE (3,995,503)
BAZ R ® RIRTTHER 478,647

Cash consideration
Cash and bank balances acquired

Net outflow of cash and cash equivalents
in respect of the acquisition

WhEpmS ke R e kR e FE
T8 B 7 R

(3,516,856)

Since the acquisition, the CBL Companies and Coca-
Cola Shaanxi contributed HK$1,722,739,000 to the
Group’s revenue and profit of HK$19,977,000 to the
consolidated profit for the six months ended 30 June
2017.

Had the combination taken place at the beginning
of the reporting period, the revenue from continuing
operations of the Group and the profit of the Group
for the period would have been HK$17,356,179,000
and HK$1,199,853,000, respectively.

China Foods Limited
FERMERAT

B UGBS EIE ASE - A O AT L4 ERR % A] O A] £4BR 7R A
REEFENMRAL 722,739,000/ 7T R BB E201 74
6 A308 It~ A 24 & = BB & F19,977,000
BT e

e R RS MIETT - BRAREEZ FHELE
EBWARAREE 25 MG 2 5l 4517,356,179,000
P57t % 1,199,853,0004 7T ©
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15. DISPOSAL OF SUBSIDIARIES

Net assets disposed of:

fE B AR & FR 2 B 35 B R B

30 June 2017 | 201746A308

15. HEHMBAT

HEBEFENT :

For the six months ended 30 June
B ZE6H30H 1IL~ER

2017
20174

HK$'000
Ti#gx
(Unaudited)
(REBEX)

2016
20164
HK$'000
FHET
(Unaudited)
(RE&ERZ)

Property, plant and equipment ME - BENERE 318,570 128,207
Investment properties BEME - 79,297
Prepaid land premiums BNt 34,673 =

Prepayments for items of property, L E
plant and equipment BB ZFENFIE 28 -
Goodwill BES 102,897 -
Deferred tax assets EERIAEE 9,825 -
Inventories FE 91,270 43,891
Accounts and bills receivables R T  R & 24,136 10,553

Prepayments, deposits and other receivables BN EIE - e R
H g Uk 08 18,145 1,878
Due from fellow subsidiaries GEIIENGIVEA 2,952 5,666
Prepaid tax St U 3,334 1,490
Pledged deposits HIRER 2,702 =
Cash and cash equivalents HehRESEEER 51,278 17,329
Accounts and bills payables ERBERT R EE (149,714) (18,353)
Other payables and accruals HitENRIEREFEE (149,072) (23,474)
Due to fellow subsidiaries RFZ KB A B FRIE (83,776) (946)
Due to associates REE DRI FB (6,872) -
Deferred tax liabilities ELERIBEE - (14,879)
270,376 230,659
Exchange fluctuation reserve HINE B B (22,983) (43,110)
247,393 187,549
Gain on disposal of subsidiaries EMB ARk 4 907,159 522,969
1,154,552 710,518

Satisfied by: ATRF A B

Cash e 1,154,552 700,549
Due to fellow subsidiaries REAZKBARZKE - 9,969
1,154,552 710,518
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15. DISPOSAL OF SUBSIDIARIES (continued)

An analysis of the net inflow of cash and cash
equivalents in respect of the disposal of subsidiaries
is as follows:

15. HEKHE QT (%)

EEHENBARZRE KA SEEBERATHE
DITER

For the six months ended 30 June

#HZ6A308 1E<EAR
2017 2016
20174 20164
HK$’000 HK$’'000
Tl FHT
(Unaudited) (Unaudited)
(REFZ) (REEEZ)
Cash consideration RERE 1,154,552 700,549
Cash and cash equivalents disposed of HEZHE R
ReEMEER (51,278) (17,329)
Net inflow of cash and cash equivalents BELHEHEAT Y
in respect of the disposal BekBeEHE
of subsidiaries HEBRA SR 1,103,274 683,220

16. OPERATING LEASE ARRANGEMENTS

The Group leases certain of its office properties under
operating lease arrangements. Leases for properties
are negotiated for terms ranging from one to fifty years.

At the end of the reporting period, the Group had
total future minimum lease payments under non-
cancellable operating leases falling due as follows:

16. EEHARH
AEBBREEAOZHBAETHAZNE 0
LMW 2 A1 E50FTE -

RBEHR - AEERBEFATHHELCLEHORMNZ
ARFERSERBOT

30 June 31 December

2017 2016

20174E6 A 30H 2016%12A31H

HK$’000 HK$'000

T8 T

(Unaudited) (Audited)

(REBEZ) (&&#EZz)

Within one year —FR 101,067 60,163
In the second to fifth years, inclusive E_EERF

BIEEEMT 64,137 13,631

After five years AFE 10,459 4,089

175,663 77,883

China Foods Limited
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17. CAPITAL COMMITMENTS 17. BEAEIE
In addition to the operating lease commitments detailed B EXHITE16FTHE < &2 A AN - REBER R
in note 16 above, the Group had the following capital FEHRZERAENT ¢

commitments at the end of the reporting period:

30 June 31 December
2017 2016
20175F6A30H 2016512 831 H
HK$’000 HK$'000
T8 T
(Unaudited) (Audited)
(REBEZ) (&&#E%)
Contracted, but not provided for: D ET4BEARETHR ¢
Property, plant and equipment ME - WE MR 464,008 297,986
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18. RELATED PARTY TRANSACTIONS 18. BAEALXS
(a) Apart from the transactions and balances (a) BUBEREMM TR 5 RN -
disclosed elsewhere in the financial information, AEBRBERNEBFEATETZIEARS
the Group had the following material transactions m

with related parties during the period:

For the six months ended 30 June
EHZE6H30H L/~ EA
2017 2016
20174 20164

HK$'000 HK$'000
T8 T
(Unaudited) (Unaudited)
(REBEZ) (REEEZ)

Transactions with fellow subsidiaries: HREZMBATZ R S:

Sales of goods HEEm 105,849 190,540

Purchases of goods EEEM 5,375,393 5,901,953

Service fee income AR5 & WA 3,135 8,310

Rental expenses e 8,056 8,064

Service fee expenses AR 7% B S 4,726 10,480
Transactions with the ultimate SRR AR 2R 5

holding company:

Sales of goods HEE®R 19 19

Rental expenses e 11,717 11,773

Service fee expenses AR 7% B S 891 1,174
Transactions with associates: HEENRZR S

Sales of goods HEEM 95 8

Purchases of goods BEER 865,742 901,772

Service fee income AR B U A 2,974 6,382

Commission income EEAON 27,589 29,424

Transactions with related companies*: EREIEA T 2K H* :

Purchases of goods EEEn 95,367 27,165
g Related companies are companies under 8 FERRRIAEBERIERATERTE L
significant influence by the Group’s ultimate NS

holding company.

These transactions were carried out in ZERGTIRBESL2E T BERETE 2GR R
accordance with terms and conditions mutually 1T -

agreed by the parties involved.
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18. RELATED PARTY TRANSACTIONS
(continued)

(b)

(c)

(d)

Transaction with a related party

Pursuant to certain licensing agreements
entered into between a subsidiary of the Group
and COFCO Corporation, the Group was granted
the exclusive rights to use certain trademarks
for its kitchen food business. The licensing fees
for the current period and the prior period were
waived by COFCO Corporation.

Commitments with related parties

Pursuant to certain lease agreements entered
into between the Group and COFCO Plaza
Development Co., Ltd., a subsidiary of COFCO
Corporation, the Group’s future minimum
lease payments amounted to approximately
HK$5,517,000 as at 30 June 2017 (31
December 2016: HK$13,822,000).

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

Except for (1) amounts due to non-controlling
shareholders of subsidiaries of the Group
of HK$25,855,000 (31 December 2016:
HK$25,086,000) which are unsecured, interest-
bearing at the rate of 4.3% (31 December 2016:
4.3%) and are not repayable within one year;
and (2) amounts due to the ultimate holding
company of HK$13,181,000 (31 December
2016: HK$12,789,000) which are unsecured,
interest-free and repayable within one year, the
remaining 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.

(b)

(c)

(d)

fE B AR & FP 5 B 35 B L B

30 June 2017 | 20174%6H30R

18. FAEA L5 (4R)

H-ZRAEALTZXS

REAEEZHBERRETEBEBBRQRET
M2 ETHEHF S AREERBRFAE
ARNEEERMEBERETESR - MAHRRHE
Ak EHRZ AR ERETREEAR QA
# -

H—-BRAEALTZHE

REAEBRDESEERAR—FHBLA
ANRESERARARITINE THER
# 0 M2017F6 A0 A BARKRKEHEEN
TREEK) /35,517,000 T (20165F 12 A31 R :
13,822,000 7T) °

BAEA T RS EE A R
RZKIEEEREA

BROR-—EZXEEHNBRAFEZERRRE
X 18 25,855,000 7t(2016F 12 A 31 A :
25,086,000 7T ) /KM - #%£4.3/2(2016
F12A31R 43E)AERBAR—FRAE
B RQIRRRERAFFIAL3,181,000/87T
(201612 A31H : 12,789,000 T ) & &K
# - R2RERAR—FRER  ASEMEBEAF
ZERAR ARMBAF  BERF - M
BRE NI IRR B H AR s R B ARIR - %
EREEFEERY -
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18. RELATED PARTY TRANSACTIONS
(continued)

(e) Compensation of key management

(f)

personnel of the Group

18. FAEA L5 (4R)

(e) AKBEXEEEREAS ZRM

For the six months ended 30 June

#HZ6HA30H IEREAR
2017 2016
20174 20164
HK$’'000 HK$'000
T AT
(Unaudited) (Unaudited)
(REBEZ) (REEZ)
Short term employee benefits EHEEEF 4,189 5,166
Equity-settled share option expense R 45 8 B AR R B 67 134
Pension scheme contributions RIRET 2 50 247 262
Total compensation paid to NTEEEBEEAR
key management personnel 2 il iazsE 4,503 5,562
Transactions and balances with other () HREMEELEZRZRER

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 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.

China Foods Limited
FERMERAT

AEEBLNQERETNEEARZ RTER
PEBERZHE  BERERECEARER
SEEERIEFNCE(RRIBEALE]) -
HEA - AEERXEREFAEETHEZR
SEREARRFEEER  BERMH - B
X BEARBEREMEE BXR®E X
EHRREEARARMEBBARNINESR
EEFRMER - BLEXHNEKEIFREG D
ERXSGFAN - EFERR - BZFEBDL
ENRZGR/EARE R FEEBBETETHE
8 BEAKEEZEHEBREREEGXE
ENERELENBEIWRAXIBEAXTER
& AKEENEERMRBEOEEBREK - M
FELBRRYTBANEFRERBEALE °



19.

20.

Notes to the Condensed Consolidated Interim Financial Information

FAIR VALUE OF FINANCIAL
INSTRUMENTS

As at 30 June 2017 and 31 December 2016, other than
the available-for-sale investments, of which the range
of reasonable fair value estimates is so significant that
the directors are of the opinion that their fair value
cannot be measured reliably, the carrying amounts
of the Group’s financial instruments approximate to
their fair values largely due to the short term maturities
or long term maturities with floating interest rates of
these instruments.

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

EVENTS AFTER THE REPORTING PERIOD

On 25 May 2017, COFCO Food Sales & Distribution
Co., Ltd., a wholly-owned subsidiary of the Company,
entered into an equity transfer and debt assignment
agreement with COFCO Fortune Holdings Limited,
a wholly-owned subsidiary of China Agri-Industries
Holdings Limited (“China Agri”), a fellow subsidiary of
the Company, which is listed in Hong Kong, pursuant
to the which the Company agreed to transfer its entire
equity interest in a subsidiary engaging in the business
which covers the sale, distribution and marketing
of consumer-pack edible oil and other kitchen
food products (including consumer-pack sugar,
soy sauce, vinegar, monosodium glutamate (MSG),
seasoning sauce and cereals) for a total consideration
of RMB1,050 million (the “Transaction”). The
Transaction was approved by shareholders of the
Company other than COFCO and its associates at the
special general meeting held by the Company on 4
July 2017 and approved by shareholders of China Agri
other than COFCO and its associates at the special
general meeting held by China Agri on 7 July 2017.
The completion of the Transaction is still subject
to the approval by relevant approval authorities,
including the State-owned Assets Supervision and
Administration Commission and Beijing Municipal
Commission of Commerce.

19.

20.
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30 June 2017 | 20174%6H30R

EMIT R AYE

7201746 A30H % 2016512 A31H - A HE
REFAAEMNAFEMLFBEEKN  EER/ER
FETEASEAEN  AEBEeRTAZREER
HAFERE  T2aRZEFTANRBRRER
FHHRBRRERIBNERGFTE -

CREEREBBZRATEAZIARERR S (M
FREHBFRWE)EARXD TZARZG AL ©

HEHEREE

M2017F5A258 * ARRIZEZENBARTER
mEH AR AR EPBIERIERER AR ([ FEE
Bl ARRZRARMBAR @ WARBLEMAR])
2 2 &M BARICOFCO Fortune Holdings Limiteds]
VIREREEEER R Bt ARRREEER
R—HENB AR (GZRARRENEBBEENBRERA
HAREMEERM(BRENDERE - Bd - B -
IRIE - FARERME)NVHEE  DHEETSERE) 2
PR HE - AR E A ARE1,050,000,0007T ([R5
BH]) - RPBHEERARANR2017F7 B4R 81T
ZRFEFRAE FEARRRE(TEIEFE &L
ENA)HEA RN R EIREHN201747 A7H £17
ZBRREFRIARE EEPREERRECIEEPRERA
BERNEDRE - REFEMAGFHEESIHEE(R
EHEEEEEEEZEe Rt RMEBEZEY) It
& - FETK

2017 Interim Report
2017 RS

83



o

Notes to the Condensed Consolidated Interim Financial Information

R B %R & 5 B 75 1 L B

30 June 2017 | 201746H30R

21. APPROVAL OF THE CONDENSED
CONSOLIDATED INTERIM FINANCIAL
INFORMATION

The condensed consolidated interim financial
information was approved and authorised for issue
by the board on 29 August 2017.

China Foods Limited
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