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Breakthroughs beyond limits, innovation embraces victories

CORPORATE PROFILE
A E BN

China Modern Dairy Holdings Ltd. (the “Company” or “Modern Dairy”, stock
code: 1117.HK, collectively with its subsidiaries referred to as the “Group”) is
a leading dairy cows farming operator and raw milk producer in the Chinese
Mainland. We invest in and operate 47 farming companies in the Chinese
Mainland, with 53 modern dairy farms, spanning over 14 provinces, autonomou
regions and municipalities. We raise a herd of over 450,000 dairy cows with
an annualized milk production exceeding 3.33 million tons. The Company
pioneered the “integrated planting, breeding, and processing, zero-distance
2-hour” integrated production model and was the first enterprise in the Chinese
Mainland to adopt such model and obtain SGS certification. Modern Dairy's
products have been awarded gold medals for twelve consecutive years at the
Monde Selection, which is renowned as the “Nobel Prize” of the food industry.
In recent years, our business segments have also expanded to include forage
grass, digital intelligence platforms, and dairy cows breeding as well.
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“Raising healthy cows, safeguarding each and
every drop of milk”
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HEADQUARTERS

Economic and Technological Development Zone
Maanshan City, Anhui Province
PRC

REGISTERED OFFICE

Maples Corporate Services Limited
PO Box 309

Ugland House

Grand Cayman, KY1-1104

Cayman Islands

HONG KONG OFFICE
Room A, 32nd Floor, COFCO Tower
262 Gloucester Road, Causeway Bay, Hong Kong

PRINCIPAL SHARE REGISTRAR AND
TRANSFER OFFICE

Maples Finance Limited
PO Box 1093
Queensgate House
Grand Cayman, KY1-1102
Cayman Islands

HONG KONG BRANCH SHARE REGISTRAR
AND TRANSFER OFFICE

Computershare Hong Kong Investor Services Limited
Rooms 1712-1716, 17/F, Hopewell Centre
183 Queen'’s Road East, Wanchai, Hong Kong

LEGAL ADVISORS

As to Hong Kong Law
Cleary Gottlieb Steen & Hamilton (Hong Kong)

As to PRC Law
Commerce & Finance Law Offices

As to Cayman Islands Law
Maples and Calder

AUDITOR
KPMG
Registered Public Interest Entity Auditors

PRINCIPAL BANKERS

China Construction Bank Maanshan Branch
Agricultural Development Bank of China China
Minsheng Bank

China Construction Bank (Asia)

Rabobank Hong Kong

Westpac Banking Corporation

STOCK CODE
The Stock Exchange of Hong Kong Limited: 1117

WEBSITE AND CONTACT

http://www.moderndairyir.com
Enquiry: (+852) 2850-6252
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HIGHLIGHTS
S

YEAR ENDED 31 DECEMBER

BZ12A318LFE
2025 2024 Change
20254 20244 g

(All amounts in Renminbi ("RMB”) (43 BIZIEES - FrE £ 5L

millions unless otherwise stated) AREBTARBNEETIIR)
FINANCIAL DATA BB EE
Revenue A 12,601 13,254 -4.9%
Gross Profit EA 3,454 3,451 +0.1%
Cash EBITDANote D I8 £ EBITDAMY 3,063 2,986 +2.6%
Loss Arising from Changes in AFRTEZESRMIFHE

the Fair Value of Dairy Cows Less BRAEEREE

Costs to Sell Dairy Cows (3,108) (2,863) +8.6%
Loss for the Year FNEE (1,204) (1,469) -18.0%
Net Asset Value per Share (RMB) Nete 2 &3 54 = 75 {E (A R ¥ or) 52 1.05 1.20 -12.5%
Loss per Share (Basic) (RMB cents) BREEBER) (ARED) (14.41) (18.09) -20.3%
KEY OPERATING DATA FTELKEHE
Herd Size (heads) BRRE(ER) 456,945 491,169 -7.0%
Total Raw Milk Sold FEINAAE S

(ten thousand tons) (E5m8) 313.9 289.3 +8.5%
Average Milk Yield TR EE

(tonnes/headeyear) (Mg, SHe%F) 12.9 12.8 +0.8%
DIVIDEND R E

The board (the “Board”) of directors (the “"Director(s)”) of the
Company did not recommend the payment of final dividend (2024:

RMBO0.0122).

Notes:

(] Cash EBITDA (non-IFRS financial measure) is defined as earnings
before finance costs and tax having added back: i) depreciation and
amortisation charged to profit and loss; ii) other gains and losses,
net; iii) impairment losses under expected credit loss model, net of
reversal; iv) loss arising from changes in fair value less costs to sell of
dairy cows; and v) impairment loss on goodwill.

(2)  Equity attributable to owners of the Company at the year end divided
by the number of ordinary shares in issue as at 31 December 2025

and 31 December 2024, respectively.

In this annual report, "we"”, "us” and

"our” refer to the Company

(as defined below) and unless the context otherwise requires, the

Group (as defined below).
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HIGHLIGHTS:

The Group's corporate vision is “deploying the whole industry
chain, be innovative with digital intelligence, and be a global
dairy farming leader”. With the raw milk production as its core
business, the Group has built a business system covering the entire
value chain of the dairy industry through the dual drives of digital
transformation and ecological development. The Group's current
business scope covers breeding research and development,
forage plantation, feed, dairy cows breeding and value chain
digital intelligence internet platform. Through the collaborative
development model of the entire value chain, the Group's business
maintained a steady growth trend.

o Excellent Product Quality: Modern Dairy’s brand of pure
milk has won the gold medal at the Monde Selection Quality
Awards for twelve consecutive years. We always abide by the
mission of “raising healthy cows, safeguarding every drop
of good milk”. From planting and breeding to processing,
the entire process is digitally and intelligently managed
using artificial intelligence to monitor every link of the entire
industrial chain 24/7, ensuring that every drop of milk reaches
the highest quality with both nutrition and safety.

o Strong Operating Cash Flow: The Group has continuously
taken effective measures to enhance quality and increase
efficiency, achieving significant cost savings during the year.
The Group recorded net cash from operating activities of
RMB2,502.4 million, an increase of 4.1% compared to 2024,
effectively enhancing the Group's core competitiveness and
resilience to industry cycles.

“ECASFE PEARKURERERAR
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HIGHLIGHTS
i 2

Healthy Dairy Cow Structure: As at 31 December 2025, the
Group raises a total of 456,945 dairy cows and the proportion
of milkable cows to the total number of dairy cows increased
by 7.1 percentage points (“ppt"”) to 58.2% as compared to
last year, which represents a healthy herd structure and is in
line with the Group's overall herd management strategy.

Synergistic Full Value Chain Development: Modern
Grassland plays a leading role in the industry with stable
quality and supply capacity; the Aiyangniu intelligent platform
continued to work on its industrial services, with highest
transaction volume, becoming an important link connecting
upstream and downstream industries; and Meng Yuan
Genetics has overcome key technologies and successfully
bred high-quality breeding bulls independently.

Outstanding ESG Performance: MSCI Inc., one of the
world’s largest index companies, has upgraded Modern
Dairy's rating to A, ranking it first among Chinese livestock
companies. Furthermore, we were again selected into the
S&P Global Sustainability Yearbook (China Edition) 2025,
highlighting our achievements and influence in the global
sustainable development field.

RESB&®E 8152025128318 &
EE K EA56,94558 5L - H K FL 4L
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HIGHLIGHTS
15 2

Sales by Business Segment (RMB million)

DEEKHEHERE FER)

13,254

2024 2025
SN ES W BEGRSBRLRER
Raw milk business Integrated dairy farming

solutions hisiness

Production of Raw Milk (‘0,000 tons)
ERMEE &EwW)

Allocation of Sales (%)

RBEEDMH (%

16.9%
78.9% 83.1%

2024 2025
(SRR ES S 0 BEGSBRSRER
Raw milk business Integrated dairy farming

solutions business

Unit Yield per Milkable Cow (tonnes/head e year)
REFEE 8 5. 5)

12.6 12.8 12.9
i i AO.B%
2023 2024 2025

Unit Cost of Sales of Raw Milk (RMB/kg)

259 301 334
A11.0%
2023 2024 2025
2.92 2.53 2.32
Vv 8.3%
2023 2024 2025

DA MHEERE (t/ 2AF)

0.58 0.58 0.55

2.34 1.95 1.77
i i i V9.2% v 5.2%

2023 2024 2025 2023 2024 2025
BRIRL AN HAbp A
Cost of feeds Other costs
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HIGHLIGHTS
i 2

Financing Costs Ratio Capital Expenditures (RMB million)

A& R AR BEXREX m8R)

3.49% 3.40% 3.23% 2z

V¥ 29.3%

933

508

2023 2024 2025
2023 2024 2025
A REFREFMAX W EEEERE
Net investment Fixed assets
expenses for heifers  investment
and calves
a1 BotsRE
Mergers & acquisitions
Selling and Distributions to Revenue Ratio Administrative Expenses to Revenue Ratio
7 N 4 = -
HERDHERAEWA LR TR ALL R
2.8% 3.4% 3.7%
6.3% 5.8% 5.9%
i i A0.3ppt A0.1ppt
2023 2024 2025 2023 2024 2025

Interest-bearing Borrowings Structure

BEERER

B SHE%
Short-term debts

0 REER
Long-term debts

2023 2024 2025
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CORPORATE CULTURE PANORAMA

O

Raise healthy cows,

THE - B BB

safeguard each and every drop of milk

Vision

YosR i,

¢

WRED FREAR
RERRE RIMEAR
HEEL BTEW
EiRERR R E N

Respect life and never neglect risks.
Fight the virus, be healthy, be cautious.
Quality comes first, never be compromised.
Save energy, reduce carbon footprint and waste.

¢

BASA TimE e
ERGTARTVHER
ERAEE UL
RA%ER BEHFE

Value talents from all walks of life.
Reward talents based on merits.

Good at empowering and be successful together.
Say no to bias and backstabbing.

Core Values

Aouapiyys pue spiepuess

oA Fa EKXAK

&ﬁ Deploy the whole industry chain,
innovate with digital intelligence,

3
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and be a global dairy farming leader
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¢

EENE AIFEAS
EHEE SHBHE
RHZEHEEEE
TR = P8 SE BARER

Respect science and lead innovation.
Be proactive and responsible,
and be true to our words.
Make concrete steps and be proactive.
Respond quickly and be attentive to details.

¢

BRHRARES
REFNERERE
DFPRIE REBFHEHRIE
REBEMERHE

Uphold principles and be pragmatic.
Stop speculation and opportunism.
Be fair and open.

Speak with truth and substance.




Agthage

Enterprise Spirit

A2 28 HQg28Y

Born to be strong and leap beyond ourselves

PR

Culture Belief

772, 4K TR O PN
REE= EEER
Operational Belief Management Belief

EREsES MEE— - HAEE
HEARHRRETFEREN BREREH  BEE  BUER;
TEXELEEHE - NS SN VN
High standards, high quality and efficiency ﬁﬁgﬁ N ?&Ebﬁi?ﬁ °

Put heads together to achieve win-win results
and build a green and sustainable development
of the whole industry chain ecosystem

Efficiency-first and cost-advantages
Teamwork and courage to take responsibility and act
Fairness, justice and openness
Empower the team and achieve mutual success

BERER ATEBZ RIFE R
Quality and safety Belief Talent Belief Innovation Belief

BREHEME - B ITERR - RIFTEEEI AR K -
HERFRE BEXRE BERE - LEERED  EBE2E2H -
BiEwEL BREEMNFA - BBALHNENEE
%%%@E,ﬁ ° Committed to cultivating the fastest-growing, 5 | g?f%% m E%E °

most professional, most valuable and

Excellent quality most respected talents in the industry Innovation drives the future forward,

Friendly environment and take value growth as the direction,
Life supremacy advocate the innovative spirit of full participation and
Bottom lines of incorruptibility daring to be the first so as to lead the high-quality
development of the industry



FARM MAP AND SNAPSHOT OF THE GROUP
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REAE
Northeast Region
SIS
Woulan Farm
AEFN s
Inner Mongolia Region ?;'izf;g;heng Farm
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Bayan Nur Region KREE—H
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Waulate Qiangi Farm Il
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Wuzhong Farm
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Changji Farm
Em—
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Yunnan Farm II
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Hongya Farm
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Waulate Qiangi Farm V.

Chabei Farm |
AL
Chabei Farm Il
BRI
Hengsheng Farm
Eit—4
Saibei Farm |
T
Saibei Farm Il
Eit=%
Saibei Farm Il
Esldutts g
Saibei Farm IV
S EER

p Saibei Farm V

(PN

Central China

Xinle Farm

i Region
RIS Tangshan Farm [EhEkse
Bengbu Farm Shanghe Farm
e v— \ng/ Y, / B
Maanshan Farm South China ‘. Linyi Farm
AiEie Sea Islands E sy
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Hefei Farm ) Wenshang Farm
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Sugian Farm
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SNAPSHOT OF FARM

ER=TE=A
WG B &

Annual harvest of silage & E &7k E

Holstein cows faH 18 134
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SNAPSHOT OF FARM
BHHF

Bengbu Farm #8415
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SNAPSHOT OF FARM

Ik
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Saibei Farm E1t#5
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MAJOR AWARDS AND ACHIEVEMENTS
FTERERKE

CONTINUING TO LEAD THE INDUSTRY IN
SUSTAINABLE DEVELOPMENT

Being selected for the “Central State-Owned Enterprises ESG
Pioneer 100 Index” list for two consecutive years

MSCI ESG rating upgraded to A, ranking first in China’s dairy
farming industry

Being awarded the ”2025 Sustainable Development Leading
Enterprise Award”

Being continuously included in the S&P Global Sustainability
Yearbook (China Edition) 2025

Winning six accolades from the authoritative financial magazine
Extel in 2025, gaining global recognition for corporate

governance and sustainable development

Being awarded the 2024 ESG Exemplary Enterprise Award

ENTERPRISE DEVELOPMENT AND
TECHNOLOGICAL INNOVATION

16

Winning the gold medal at the Monde Selection Quality
Awards for twelve consecutive years

Being awarded the title of “Meritorious Enterprise for the 10th
Anniversary of the High-Quality Dairy Project”

Being awarded the first batch of “"Happy Workplace Award” in
China in 2025

Being awarded the 2025 “Diversity, Equity and Inclusion Award”

Receiving the CDP Management Level rating for the third time,
demonstrating industry leadership

Winning the first prize of the Science and Technology Progress
Award

Launching global initiatives for sustainable dairy supply chains

Successfully issuing US$350 million 5-year sustainable bonds

AHESREFEARTR

EEME N E[RESG o 881005588
MSCI ESGFFH FAEAR - AL/ B H 2
Bz

LEIE[2025R] B2 o B2 HE |
BEANRZERHR(AIFEXRFE (P
hi) ) 2025

R R 2 B 5 (Extel) 20254 € /N IB IR
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MAJOR AWARDS AND ACHIEVEMENTS

2025 marks the Group's joyful 20th anniversary. Colleagues
gathered in Maanshan, Anhui — our birthplace — for a grand
celebration under the theme “Fostering the Original Aspirations
of Animal Husbandry, Sharing Responsibilities for a New Journey”.
Guests from all sectors joined us in reviewing our 20-year journey
in the dairy industry, witnessing our evolution from a pioneer to
a leader, and reliving the moments of emotion and glory along
the way. Retired founders Mr. Deng Jiugiang and Ms. Gao Lina
returned to headquarters together and addressed the audience,
thanking every employee for their dedication — emphasizing that
their original aspirations, craftsmanship, and innovative spirit
built today’s success. Partners, shareholders, and industry elites
highly commended our achievements and contributions to the
dairy sector. The celebration concluded gracefully with melodious
music, as employees joyfully embrace our vision and mission — "to
become a global leader in animal husbandry” — setting sail toward
the future.

T ERIBNKE

2025F RAKBERY —+AFHNEERZSF A
BE -2 ERENEFHLRSERL - AHE
AL e FRAEZ IRTE  BITRKEHR -
ERAREESE  HAMESEE _—+FRMPHEN
EFZE  RBURTXFRAZINREENERE
B ERKEFHOEZREELS - 2RIKEIA
ABNREE RSB L7 LR M KB K E
BEE  RABUETHREENFHNL BT
HMEST - BRI ED - B AR T RES
HEiEE - REEEH  RREZABEHAE
ErEERA N EIE LN RERTURES
E o BRAEKBFRTPERME BT ETRE
EEMMERUESIEEINESEED - BN

£
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CEO'S STATEMENT
BEmMES

Mr. SUN Yugang
BREBLE

Chief Executive Officer
B

Dear Shareholders,

On behalf of the management of China Modern Dairy Holdings
Ltd. and its subsidiaries, | am pleased to present the annual results
of Modern Dairy for the year ended 31 December 2025 to the
shareholders.

Standing together through thick and thin to shoulder our
mission, and setting sail against the odds to demonstrate
our commitment. Looking back at 2025, the dairy industry was
still in a “winter” period, with multiple challenges such as market
fluctuations and cost pressures overlapping. However, we have
always upheld the spirit of "being born to be strong” and faced
the challenges with absolute courage, delivering an impressive
performance of “moving forward under pressure and achieving
resilient growth”:
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Core business reaching new heights, with cost reduction and
efficiency improvement. This year, our core business reached
new heights, with daily raw milk production successfully exceeding
10,000 tonnes, the number of controllable dairy cows remaining
stable at approximately 500,000, and with 53 modern farms across
the north and south, achieving a new high of average milk yield at
12.9 tonnes. We firmly implemented our cost-leadership strategy,
achieving an 8% year-on-year cost reduction and a 2% increase in
per capita efficiency through lean management and full-process
optimization, leading the industry and solidifying our operational
foundation.

Working together across the entire chain to break through
Challenges. This year, all business segments progressed in
tandem. Modern Grassland has maintained its leading position in
the industry with stable quality and supply capacity, and its annual
sales have steadily increased; the Aiyangniu platform continued to
work on its industrial services, and its transaction volume remained
the highest in the industry, becoming an important link connecting
upstream and downstream industries; and Meng Yuan Genetics
has overcome key technologies and successfully bred high-quality
breeding bulls independently, effectively solving the "bottleneck”
problem in the breeding industry.

New business expansion and overseas ventures. This year, we
expanded our new growth trajectory, with numerous highlights.
Smart Cows achieved a turnover and net profit with “twin” million
and "“zero” input, becoming a benchmark case for industrial
transformation; domestic managed farms have achieved a yield
of over 40kg per cow and a 47% increase in efficiency, resulting
in significant performance growth; and successful expansion
in overseas markets has yielded remarkable results, with the
highest yield per cow increasing by 19 kg, setting a new record in
Indonesia, which demonstrates how China’s experience in the dairy
farming can be successfully transformed into global solutions.
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Multidimensional acclaim, setting a benchmark and leading
the way. This year, we have gained recognition from the industry
and capital markets, achieved comprehensive leadership in the six
major industry ratings, and won eight authoritative ESG honors;
we were the first in the industry to release an industry-leading
“dual carbon” target, with carbon emission intensity reduced by
more than 15% compared to the national average, far below the
standards of European and American farms, making us a leader in
sustainable development of dairy farming; our room-temperature
pure milk has won the gold medal at the Monde Selection Quality
Awards for 12 consecutive years, making us the first in the industry
to achieve this; and we have won the DEI Employer Brand Award
for three consecutive years and were among the first recipients of
the Happy Workplace Award in China, the only one in the dairy
farming industry to do so.

Full-chain collaboration creates value; and digital intelligence
drives strong leadership. In 2026, under the strong leadership of
the Board of Directors, we will continue to focus on our ambitious
goal of becoming a global leader in the dairy farming industry.
Through a strategic combination of “adhering to four directions
and focusing on five anchor points”, we will persist in cultivating
operational capabilities, upgrading management capabilities,
controlling financial capabilities and expanding market capabilities.
We will continue to focus on the five anchor points of “quality
improvement, cost reduction, efficiency enhancement, innovation
expansion and talent cultivation”, and actively implement the ”

Initiatives (increase, substance, cultivation, innovation, cohesion,
righteousness and resilience)” and the “7 Reforms (falsehood,
concealment, blindness, laxity, procrastination, fragmentation and
. Simultaneously, guided by ten core strategies—"strategic
guidance, value creation, cost optimization, digital intelligence-

waste)”

driven development, agile innovation, system refinement,
collaborative efficiency, talent development, people-oriented
approach, and cultural foundation”-we will comprehensively
pursue the “five-fold” high-quality development goals of “lean
manufacturing, digital intelligence, internationalization, people-
oriented approach and sustainability”. We will promote the steady
growth and efficiency of our core farming business, with all sectors
working together to enhance synergy and efficiency. We will
also focus on the efficient incubation of our intelligent services
business to cultivate more profit-growth points. We will strive to
seize opportunities at the turning point of the industry cycle and
accumulate tremendous strength for the long-term development of
the Group.
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With steadfast action and practical efforts, we embark on a
new journey; youth will not be wasted on those who pursue
their dreams. Let us join hands and, with unwavering faith, a
pragmatic approach, and the courage to forge ahead, create a
brighter future for Modern Dairy.

Sun Yugang
Chief Executive Officer

Hong Kong, 24 March 2026
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEENWE DN

The board of Directors (the “Board”) of China Modern Dairy
Holdings Limited (“Modern Dairy” or the “Company”) is pleased
to present the audited annual results of the Company and its
subsidiaries (collectively the “Group”) for the year ended 31
December 2025 (the “year” or “2025").

INDUSTRY REVIEW
In 2025, China’s dairy industry was undergoing a period of profound

adjustment, with a complex and volatile market environment. Raw
milk prices have declined for four consecutive years due to a weak
recovery in consumer demand, but beef prices have stabilized
and rebounded after experiencing fluctuations. On the supply
side, although the number of dairy cows has declined due to
market clearing, the national raw milk production has continued to
grow thanks to the continuous optimization of milk yield per cow.
According to data from the National Bureau of Statistics, China’s
raw milk production reached 40.91 million tons in 2025, a year-on-
year increase of 0.3%. Meanwhile, dragged down by weak end-
consumer demand, the annual output of dairy products was 29.5
million tons, a slight decrease of 0.4% year-on-year.

In terms of farming profitability, the price of raw milk in major
producing provinces across China fell by 8.0% year-on-year in 2025.
On the cost side, the average prices of major feeds such as corn
and soybean meal fell by 2.5% and 3.1% year-on-year, respectively,
and the price fluctuations of raw milk and feed costs exhibited a
scissor-like pattern. However, it is worth noting that market data
shows that the prices of culled calves and cows increased by
19.2% and 13.4% year-on-year, respectively, which to some extent
alleviated the cash flow pressure on farms.
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MANAGEMENT DISCUSSION AND ANALYSIS

Faced with industry challenges, the government has implemented
a series of targeted policies aimed at improving quality and
efficiency while safeguarding industrial security. Regarding the
revision of standards, the first amendments to the National Food
Safety Standard — Sterilized Milk officially came into effect on 16
September 2025, which clearly stipulates that sterilized milk can
only be made from raw cow (sheep) milk and strictly prohibits the
use of reconstituted milk. This move has effectively boosted the
market demand for high-quality raw milk. In terms of trade policy,
the Ministry of Commerce has ruled to impose provisional anti-
subsidy duties on imported cheese and cream from the EU starting
in December 2025. The increase in import costs is expected to
accelerate the process of domestic substitution of high-value-
added dairy raw materials. In addition, the Ministry of Commerce
issued an announcement that the import quota system for beef
and the 55% excess tariff will be implemented from 2026. This is
expected to effectively curb the impact of low-priced imports and
further consolidate the foundation for the recovery of domestic
beef prices.

In terms of international trade, import data has shown structural
changes. According to the China customs statistics, the import
volume of various dairy products in 2025 was 2.757 million tons,
an increase of 1.6% year-on-year. This marks the official end of
a three-year decline in dairy product imports. This growth was
mainly driven by the strong performance of B2B baking, tea and
catering channels, which boosted the demand for imported solid
dairy products. Due to the rebound in imports, China’s raw milk
self-sufficiency rate decreased by one percentage point in 2025
compared to 2024.

BUSINESS REVIEW

Our Group is a leading enterprise in China's dairy cow farming
and raw milk production, committed to providing high-quality
raw milk to our partners for processing into various premium
dairy products. We have established long-term, stable strategic
cooperative relationships with top-tier dairy enterprises, achieving
complementary advantages and jointly promoting the high-quality
development of Chinese Mainland’s dairy industry.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEE W LD

With the support of the solid core business of raw milk, the Group
has been expanding into dairy farming technologies, feeds, forage
grass, intelligent digital platforms, breeding and other businesses
in a steady and orderly manner. The Group has efficiently adjusted
the resource utilization and consolidated its business into two major
business segments: (1) the raw milk business, and (2) the integrated
dairy farming solutions business. The synergistic benefits between
the segments are maximized following the efficient utilization of
resources, laying a solid foundation for the Group's high-quality
and sustainable development.

RAW MILK BUSINESS SEGMENT

Since its establishment, the Group has always focused on the in-
depth development of farm operations, adhering to the business
philosophy of “quality as the foundation and integrity as the
lifeblood” and actively fulfilling its corporate social responsibility.
We are comprehensively promoting high-standard, high-quality,
high-efficiency and high-profit development. In terms of breeding
management, we pioneered the “Five-Good Dairy Cows” feeding
principle, focusing on dairy cow health and scientific feeding to
achieve excellent operation and refined management. Meanwhile,
we continue to strengthen collaboration across the entire industry
chain to achieve value creation through synergy across the entire
chain and strong leadership through digital intelligence.

2025 was an extremely challenging year. Faced with a severe market
environment, our outstanding team has persevered and built a
united and elite group. Throughout the year, the Group actively
advanced various cost reduction and efficiency improvement
measures, optimized the herd structure and increased dairy cow
yield, and proactively increased the number of low-yield and
inefficient cattle to be culled, achieving significant cost savings
and further strengthening the Company’s core competitiveness
and resilience in the face of industry cycle fluctuations. During
the year, the Group has also further strengthened its quality farm
management, focusing on increasing the ratio of core dairy cows
and the overall health level of the dairy cows, resulting in significant
improvements in key operational indicators during the year.
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MANAGEMENT DISCUSSION AND ANALYSIS

Herd Size

As at 31 December 2025, the Group invested and operated a total
of 47 dairy farming companies and 53 modern farms across the
north and south with 456,945 dairy cows as at the end of the year
(2024: 491,169 heads) in Chinese Mainland spanning 14 provinces
and autonomous regions, representing a yoy decrease of 7.1%.
During the year, the Group strategically reduced low-yield and
inefficient cows to optimize the herd structure. The proportion
of milkable cows increased to 58.2% (2024: 51.1%) yoy, which
is at a very ideal level and in line with the Group's overall herd
management strategy.

In order to further enrich the Group’s raw milk product structure
and create new profit-growth points for raw milk, the Group has
actively deployed and operated 5 large-scale organic raw milk
farms since last year, with an organic dairy cow inventory of 40,869
heads. The Group believes that the organic raw milk segment is
a high-end business and has a strategic position in the Group's
long-term development plan. We will continue to explore the
possibility of developing such segment.
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Milk Yield

During the year, the Group recorded an annual milk yield (“AMY")
of 12.9 tons per milkable cow (2024: 12.8 tons), representing a
yoy increase of 0.8%, continuing to maintain a high output level.
Nevertheless, the team will commit itself to exploring ways to
further increase the yield per cow and continuously improve the
quality and the output. The total annual milk production of the
Group grew by 11% to 3.335 million tons (2024: 3.005 million tons)
during the year. The output of organic raw milk was 241,000 tons
(2024: 115,000 tons), an increase of 110% yoy.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEE W LD

Raw milk production depends on efficient herd management, dairy
cow breed, the duration of peak lactation, parity, living comfort,
health condition, and feed composition, among other factors. The
Company will continuously research every factor to ensure that
every dairy cow produces high-quality, reliable, and delicious milk
to give back to our consumers.

INTEGRATED DAIRY FARMING SOLUTIONS
BUSINESS

The integrated dairy farming solutions business covers the entire
dairy farming value chain, including feed, forage grass, breeding
R&D and intelligent digital platforms, and we strive to provide one-
stop professional services for dairy farming operators and facilitate
small and medium-sized operators in the industry to improve their
dairy farms’ operational efficiency and bring economic benefits in
society.

Feeds and Forage Grass Business

While ensuring the supply of high-quality forage grass for our
own farms, the Group leverages its industry chain advantages to
actively expand into feed trading and forage cultivation. Currently,
its business covers the planting and processing of all categories of
forage, including alfalfa, oats, and silage corn.

In terms of feeds trading, the Group continues to develop
relationships with high-quality downstream customers and actively
advances the establishment of strategic cooperation with them.
Meanwhile, we will also continuously improve product offerings
and actively identify upstream suppliers and strengthen close
cooperation with large domestic feeds companies to ensure high
product quality and stable supply, enhance customer stickiness,
and achieve multi-win value marketing among various parties.

In terms of forage planting, the Group has established 2 planting
bases. Additionally, through cooperation with growers, we manage
and control relevant land areas exceeding 2 million mu. In the
production and processing of forage grass, the Group owns 6
production and processing plants in Chinese Mainland and has
jointly invested in and operates 3 feed production factories in
partnership with major domestic feed enterprises. Regarding
international operations, we have deployed high-quality alfalfa
production across three states in the United States, setting up 3
processing and production bases with an annual supply capacity of
over 300,000 tons of high-quality forage.

26

RPENHERRNSBNEREE  itfmiE
DI BEMNRR - R EEEFERRE -
AR R RSB E R R - AR RE Y
BEAXTEETHE  BREFESEITHEE
HEE - A5 XRONR - DEEXOBEE

BEGEBRDRER

BEGEBANREGBEEDTEBERER R
BEMRE HE - FRMBENHETAFE -
BHBOANFRBEEERRH B AEER
B BAHERTDELEFRITEBSZLER

K - BB B RS -

e
AEBEMEFEFBSEEMEHEORER L
VRERRBED  BERMERGNESEHMEREE
W BRIEBHECREER  BE - SFE
AKE2MBREBRBERMNT -

EFEHBESTH  ARESERAEETHEP
BHoOUBBHESEYBEAERE - RARK - &

FINEr e = MM E - RIZE L ER - ol
BARNAHNEENRTAE  BREMBEE
R HERE RBAZRFPHLE BRZIARE

BEH -

EHREREIE  AEEDEY2EEEEM o [/
W SREABESEE  RMAEEMEEE
TEHB2008 @ - AR HEEENTI @ - &K
SENBE AR O EE TR - 17 8B A KR £7
REEGEETEEIMEFREETR - BBEER
FE - BMEEBR=AMNGREEEREEEE -
RAEIEMTAEEN  FEMHEEEHRERA
3085 E -

China Modern Dairy Holdings Ltd. Annual Report 2025



MANAGEMENT DISCUSSION AND ANALYSIS

Intelligent Digital Platform

This business consists of Aiyangniu and Yunyangniu internet
platforms. Aiyangniu is an e-commerce platform company with
information technology at its core. Its business covers the trading
of dairy farming supplies such as feed, veterinary drugs, and
equipment. It integrates services including bidding and price
comparison, supply chain finance, and smart ranch management
systems. Through a centralized procurement model, it effectively
reduces the cost of ranch supplies and has established a logistics
distribution network covering major pastoral areas nationwide.
Meanwhile, the Company has been actively establishing organic
feed cultivation bases, forming a complete “cultivation-processing-
supply” service chain. In terms of technological innovation, the
AIOT Smart Ranch System independently developed by Aiyangniu
enables digital management functions such as calf weight gain
tracking and bedding comfort monitoring. The Platform has also
built the “Mucaijiang” vehicle transportation monitoring platform,
which utilizes Beidou/GPS technology to optimize logistics routes.
The relevant technology projects have passed the acceptance test
of the "Livestock B2B E-commerce Trading Platform” technology
project and have obtained multiple software copyrights.

Another digital platform, Yunyangniu, is an internet-based
intelligent system focusing on dairy cows production, breeding
and data management. Yunyangniu adheres to the mission of
"being a digital translator for cows and understanding every
cow”, and is committed to building a shared service platform for
millions of dairy cows. Its main functions include providing AIOT
smart solutions, management consulting, and online diagnosis and
treatment services for agriculture and dairy farming. By integrating
industry chain resources, empowering farms and assisting in solving
various difficult problems in operation and management, we can
break through the bottlenecks in industrial development.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Breeding Business

The Group actively responded to the national call by continuously
increasing investment in the breeding business and improving the
self-owned rate of core breeding sources, and made every effort
to promote the genetic improvement of dairy cows to enhance
breeding technology and achieve self-sufficiency. The Group
and Beijing Shounong Animal Husbandry Development Co., Ltd.
jointly established the Meng Yuan Genetics Technology Business
in Beijing in a bid to integrate superior resources, expand the
full industrial chain ecosystem, build China’s largest dairy cattle
breeding resource population, and establish a globally leading
joint entity for dairy cattle breeding and reproduction services.
This initiative aims to support the independent and healthy
development of China’s dairy cattle seed industry and contribute
to the national strategic goal of turning around the seed industry,
as emphasized by the central government. The establishment of
Meng Yuan Genetics provides strong assurance for tasks such as
bull breeding, genomic selection, genetic evaluation, and embryo

engineering.

The Group independently developed the "Modern No. 1"
Genomic Germplasm “Chip”, filling in the domestic commercial
dairy cows genomic germplasms market. The Group continues
to promote independent breeding and cultivation of breeding
bulls and build national-level core breeding farms for dairy cows,
and actively participated in the genetic improvement project of
millions of cows in the Ningxia Hui Autonomous Region, injecting
continuous momentum into the high-quality development of

China’s dairy cattle breeding industry.
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL OVERVIEW

SALES REVENUE

Business Analysis

The following table sets forth the details of the consolidated
revenue for the years ended 31 December:
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2025 2024

20254 20244

RMB’000 RMB’000

AR¥T T AREFTT

Raw milk business JREH TS 10,466,158 10,454,371
Integrated dairy farming solutions BIERERA R 2,134,556 2,799,970
Consolidated revenue AHHIRA 12,600,714 13,254,341

During the year, the Group recorded total sales revenue of
RMB12,600.7 million (2024: RMB13,254.3 million), representing a
yoy decrease of 4.9% in general.

Raw Milk Business

The following table sets forth the details of sales revenue, sales
volume and average selling price (“ASP”) of raw milk for the years
indicated:

FR - AEBHSBEERAAREK12,600.78
BT (20244 : ARM13,2543AE7T) © BEMAL
S 4.9% o

ERELAE S!S
TREBIFMRFENRERANHEERA - HEE
RFHEEFS

2025 2024
2025F 20244
Sales Sales Sales Sales

revenue volume ASP revenue volume ASP
HEWA HER THEE HEMRA HES THEE
RMB’000 tons RMB/ton RMB'000 tons RMB/ton
ARETR W AR¥T/ /B ARETRT W AR/
Raw milk FREHT 10,466,158 3,138,681 3,335 10,454,371 2,893,271 3613

The Group's total revenue of the sales of raw milk amounted to
RMB10,466.1 million during the year (2024: RMB10,454.4 million),
basically unchanged yoy. The ASP of raw milk decreased by 7.7%
from RMB3,613/ton in the same period last year to RMB 3,335/ton
this year.

“ECLAFFER PEARRKURERFARLT

FA - RBRBDEEBKABARYE10,466.18 8
T0(20245F « AR¥10,454.4F87T) » RELER
BE - ERBNFHEEHEZFRBANARE
3,613,/ MR /N7 T%EARF ) AR 3,335, 1
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MANAGEMENT DISCUSSION AND ANALYSIS

HvE%Fn‘JLnHH& Tﬁ

The ASP of raw milk has decreased by 7.7% yoy to RMB3.33/
kg during the year (2024: RMB3.61/kg). This is mainly due to the
oversupply of raw milk in China, which led to a decline in market
prices of raw milk.

Total sales volume of raw milk increased by 8.5% yoy to
approximately 3.139 million tons during the year (2024: 2.893 million
tons), mainly due to effective herd management and a significant
increase in the AMY per cow.

Integrated Dairy Farming Solutions Business

During the year, sales revenue of the integrated dairy farming
solutions business amounted to RMB2,134.6 million (2024
RMB2,800.0 million), representing a yoy decrease of 23.8%,
mainly due to the weakened market demand. In order to control
operational risks effectively, the Group proactively adjusted the
sales strategy in a timely manner, increased customer screening
efforts, and focused on high-quality customers. Although the
revenue scale has declined in the short term, the management
expects that such business segment will continue to contribute to
the profits of the Group and improve the layout of the value chain,
enhance the resilience of the value chain, and help the Group
achieve high-quality, sustainable and stable development.

COST OF SALES

The following table sets forth the breakdown of the cost of sales of
our products for the years indicated:

FR BEPHTFHEBAARKEI 33T, A
F(2024% : AR¥3.61T/2F) B THE
7.7% > FERPBERNEREERABRKIER
BHERNTISEREHMEE -

FR - RANEEE4 A313.98 M (20244 -
28938 M) - AL MN8.5% @ T EREmA MK
SHREBRMNSENTNFCEERSHBIRAMN
@( o

BEGAMARLREK
FR - AEBBESEBAAREBHESKRA
ZEARM2,134.68 87T (2024F + AR #2,800.0

E%ﬁ) [ Eb s 4023.8% IE%’:‘W 5% KR 33
B - 7%%‘)&% HE = C AEEERE
@Jaﬂ*&‘ﬁ%’% : bﬂkii%ﬁﬂ’]ﬁﬁi?‘]f B

SEEXP 1me.h%ﬁ\ﬂ&)\i‘ﬁ$§ﬁﬁﬁ‘l‘ﬁ¢'15
ERERY  ZEBRABFHERLSEERTRA
B BT EEXERMR  RAEXE - B
NEEENREERAFEBERR

HERA
TR P 7 B R B R F [ 0 9 R R
G

2025 2024

2025F 20244F

RMB'000 RMB'000

ARMF T AREFT

Raw milk business FREH) 2 75 7,203,113 7,197,211

Integrated dairy farming solutions BHEGERRAAR 1,943,149 2,605,665

Total cost of sales BETHERAR 9,146,262 9,802,876
During the year, the Group's total cost of sales amounted to F R KREBEAFHER AR 146388
RMB9,146.3 million (2024: RMB®,802.9 million), representing a yoy — J0(2024%F : AR¥9,802.9F &) * R
decrease of 6.7%, mainly due to the decrease in sales of integrated  6.7% * F ZHNEBELZE AT RAEE R DA

dairy farming solutions. B e
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MANAGEMENT DISCUSSION AND ANALYSIS

Raw Milk Business

During the year, the cost of sales of raw milk business amounted to
RMB7,203.1 million (2024: RMB7,197.2 million), basically the same
as last year.

The Group continued to strengthen our lean management of farms.
The Company achieved cost reduction and efficiency improvement
through improving formula, adjusting feed mix, enhancing health of
cows, raising AMY per milkable cow. Benefiting from falling prices
of key bulk feedstuffs, the Group kept the average unit cost of raw
milk before inter-segment offset at RMB2.32/kg (2024: RMB2.53/
kg), representing a yoy decrease of RMB0.21/kg, where the average
feed cost of raw milk amounted to RMB1.77/kg (2024: RMB1.95/
kg), representing a yoy decrease of RMB0.18/kg, mainly due to the
decrease in feed prices. Overall, the Group's cost-control ability
maintains at an industry-leading level.

Integrated Dairy Farming Solutions Business

During the year, the cost of sales of integrated dairy farming
solutions amounted to RMB1,943.1 million (2024: RMB2,605.7
million), representing a yoy decrease of 25.4%, mainly due to the
decrease in sales scale of such business segment and effective cost
control measures, with the decline being basically consistent with
the change in revenue.

Overall Gross Profit and Profitability
The following table sets forth the breakdown of gross profit and
gross profit margin of our business for the years indicated:

B E R Mo T

FERHPEK

FR - BERINERREEXRASARE?,203.158
BT (20245 : ARM71972A87T)  ALLER
BE o

AEEFBENEERENBRERE  BBELH
R - HEARSEE  IRASERRENSED
SWFYFEE  BRERER - AR 55
REZERREARER T - AEERAI D EFHE
WA R RN FH B R A AREE2.327T,
DN (20244 - ANR#E2.537T/AFF) » BHRED
ARB02170,/ A FF - Eop R &R AT
BARENT77TT, AT (20245 © AR¥E1.957T,
N BEEDAREAST, /A TEHR
FEHERE TR - BEME - AS BT
BE NIRIFITHE B I KFE -

BIEGEBRTRER

FR BREGABATENEEXNETEARE
1,943 1B B IT(2024F : AR#2,605.7887T)
B A25.4% T ERHRZEBRMEER
BT REERESNKAEEEE - fFiEEK
AL ER—F -

REEFNREFEE
TREIIAKEEBRPIRFENERNRENE
R4 -

2025 2024
20254 20244F

Gross Gross profit Gross  Gross profit
profit margin profit margin
ER ERE EX ENE

RMB’000 RMB’000

ARBT T ARBTT
Raw milk business [REH R 3,263,045 31.2% 3,257,160 31.2%
Integrated dairy farming solutions EJEAR A R 2 191,407 9.0% 194,305 6.9%
Total ast 3,454,452 27.4% 3,451,465 26.0%
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The Company’s profitability is mainly affected by market milk
prices, cost levels and the yield per dairy cow. Under normal
operating conditions, when milk prices rise, profitability usually
increases accordingly; and when milk production increases, the unit
sales cost of raw milk will also decrease relatively, thereby further
uplifting profitability.

During the year, the Group’s raw milk sales volume increased
by 8.5% yoy, and gross profit reached RMB3,263.0 million (2024:
RMB3,257.2 million), basically flat yoy. The gross profit margin was
31.2%, unchanged from last year (2024: 31.2%), and consistent with
sales changes. This reflects the Group's effective control over sales
costs and the continued effectiveness of various cost reduction and
efficiency improvement measures.

In terms of integrated dairy farming solutions business, the gross
profit for the year was RMB191.4 million (2024: RMB194.3 million),
a slight decrease of 1.5% yoy, mainly due to the decline in sales
volume in this segment. However, the gross profit margin increased
by 2.1 ppt yoy to 9.0% (2024: 6.9%), demonstrating the significant
effectiveness of business structure optimization and cost control,
and the continued enhancement of profitability.

Losses Arising from Changes in Fair Value Less Costs to Sell
of Dairy Cows

Losses arising from changes in the fair value of dairy cows less
costs to sell dairy cows were RMB3,108.1 million during the year (31
December 2024: RMB2,862.6 million), representing a yoy increase
of 8.6%. The increased losses were mainly due to the Group's
proactive efforts to strategically cull low-yield and inefficient cattle
in order to continuously optimize the herd structure; and the
significant non-cash loss on the revaluation of the fair value of dairy
cows resulting from the decline in the market price of culled cattle
and the market price of raw milk. A healthy and optimized herd
structure is crucial to the Group's long-term profitability.
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FR - AEBRMNEERLIEES 5% 0 EF5E
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MANAGEMENT DISCUSSION AND ANALYSIS

Gains Arising on Initial Recognition of Raw Milk at Fair
Value Less Costs to Sell at the Point of Harvest

During the year, the gains arising on initial recognition of raw
milk at fair value less costs to sell at the point of harvest which
presents the difference between the fair value less costs to sell and
the actual costs incurred amounted to RMB2,933.6 million (2024
RMB2,956.6 million), basically the same as last year, mainly due to
raw milk sales being basically the same as last year and as a result
of an 8.5% yoy increase in raw milk sales during the year, which
effectively offset the impact of falling milk prices.

The International Financial Reporting Standards (“IFRS”) require
that raw milk harvested was initially measured at fair value less costs
to sell, and the difference between the fair value less costs to sell
and the actual costs incurred was booked to profit or loss account.

Other Income

During the year, other income amounted to RMB314.5 million
(2024: RMB278.3 million), representing a yoy increase of 13.0%,
which mainly consisted of government grants and interest income,
of which interest income accounted for RMB142.8 million (2024:
RMB75.3 million), while the government grants amounted to
RMB153.7 million (2024: RMB154.1 million). Government grants
mainly consisted of subsidies for agricultural projects and subsidies
for the operations of the Group.

B E R Mo T

RERDRERZEATEREEXADNHRE
REENWE

FR - RREHD ISR R A FER EE A A
HREENWZCGEATFEMBEEKARERES
MR A Z MR ER) AARE2,933.65 87t (2024
F o ARB2956.6B8T) ' ALELRFFE  £E
REERNEEREEFEA B LRARFERAREL
SHE R LLILHN8.5% » B Wb K 55 1B T MK 2k
MEX -

B % B 5 R o Y Al R SR X P ERUSH B AN V148
FAECWERNRE - R FER S KA EA
EENEBRRAZBNERFABRA -

Hag A

FA - EMRA(BERFHE  FIBRAS) A
ANER#314 5B E T (20244 : ARM27838BE
o) AL ER13.0%  Hh R ERASARE
14288 &L (20245F « AR¥ET75.38EL) © BT
LA ARE153. 788 (20245 « ARME154.1
BEL - BT ERREHEEEE MM R
HASEZEREHY -

2025 2024

20254 20244

RMB’000 RMB'000

ARBET T AREFIT

Interest income B WA 142,767 75,343
Government grants related to FUA T B B 6 BUR RS

- Assets -BE 117,035 100,311

- Others - Hit 36,672 53,764

153,707 154,075

Others H 17,982 48,834

Total = 314,456 278,252
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MANAGEMENT DISCUSSION AND ANALYSIS
ERE R D

Operating Expenses RERAX
2025 2024
20255 20244
RMB'000 RMB’000
ARBTR ARETTT
Selling and distribution costs HE RS H A 471,347 445,108
Administrative expenses T X 748,892 766,215
Total operating expenses KRR 4ATE 1,220,239 1,211,323

The total operating expenses was RMB1,220.2 million duringthe F RN @ KEFATREAARK1,22028E T
year (2024: RMB1,211.3 million), basically the same as last year. The (2024 : ARM1 211358 T) * BLFF - 2

analysis is as follows: NN
. Selling and distribution costs . HER D HBAX
2025 2024
20254 2024
RMB’000 RMB'000
AR¥T T AREFT
Transportation costs and others BB L HAM 446,609 424,094
Taxes and surcharges i K Bt A 24,738 21,014
Total selling and distribution costs $HE N 5 B < AR HE 471,347 445,108
Selling and distribution costs mainly consisted of HE RO A X2 BERMINEBNES
transportation costs for raw milk, transportation costs and B BEGEMARTRNERERNHEM
other expenses (such as salaries and daily expenses of the ER(MHEEIMNFMERERZE) - U
sales department) for integrated dairy farming solutions, e RWMER - £A - AEBEHSHE
as well as taxes and surcharges related expenses. During R s AREE471.38 &0 (20244 -
the year, the Group's selling and distribution costs stood at AR#445 1B ETT) - BHIEIN5.9% - 1E1F
RMB471.3 million (2024: RMB445.1 million), a yoy increase of BERBHE SR REAR T -

5.9%, with the growth rate basically in line with the increase in
raw milk sales volume.

34 China Modern Dairy Holdings Ltd. Annual Report 2025



MANAGEMENT DISCUSSION AND ANALYSIS

° Administrative expenses

Administrative expenses mainly included remuneration of
management staff (including equity-based share award
expenses) and depreciation charges of office buildings,
staff quarters and facilities, and other daily administrative
expenses. During the year, the Group's administrative
expenses amounted to RMB748.9 million (2024: RMB766.2
million), representing a yoy decrease of 2.3%, mainly due
to the Group's continuous efforts to reduce costs and
increase efficiency, which effectively controlled and reduced
administrative expenses through measures such as simplifying
process management.

IMPAIRMENT LOSSES UNDER EXPECTED
CREDIT LOSS MODEL, NET OF REVERSAL

During the year, the impairment losses recognised under expected
credit loss model (net of reversal) of the Group amounted to
RMB26.601 million (2024: RMB18.686 million), a yoy increase of
42.4%. The increase is mainly due to the Group's assessment of
expected credit losses on other receivables based on the principle
of prudence and the corresponding impairment provision, which
does not represent the final actual loss of the relevant amounts.

%EEHTHHE& Tﬁ

o {THRAX
THAZXTEZEREEEABFHM (UK
BEENROEBRA ) MIAE BT
BEEIENEEAREMABTHRAX
BRE - TR AEBHRSTHAIAR
WE748 9B BT (20244 + ARET66.2B &
7o) AR 23%  TERRAEERE
BEHERAISRTIE - BB REEE
MBS - ARUEHII AR T 1T
Fx o

EHEESEER TRERSE - R
B

FR - AEEBHEEEBRUERNREESE
(FNEk B E12) B ARE2,660.18 7T (20245 « AR
#1,868.6870) © FILLIEIN42.4% - N EBE R
MR ANEE L EREE R B H A e W B A TE HA
EEBEBETTE - WHEFIRAEEE X
RNERRABERENSEERIBL -

2025 2024
20254 2024%F
RMB’000 RMB'000

AR®TR ARETT

Impairment losses recognised in respect of: TR IR R EEE

Trade receivables RUE 5 BR R 14,737 18,650
Other receivables E tb pE U FR A 11,864 36
Total a5t 26,601 18,686

“ECASFE PEARKURERERAR
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MANAGEMENT DISCUSSION AND ANALYSIS
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Httm R EEFE

FR - AEESSH M R EIBFTE £ /K
FEAARBEI99FEIL(2024F W IFREA
R84 85 ETT)  EEBIEINE (W), BEF
BHoTESRmTANQTAEMS,EHES -

Other Gains and Losses, Net

During the year, net gains arising from other gains and losses
amounted to RMB49.9 million (2024: net gains of RMB84.8 million)
mainly consisting of net amount of foreign exchange (gains)/losses,
fair value (gain)/loss on derivative financial instruments.

H s S B IRARAR N T

The breakdown of other gains and losses is as follows:

2025 2024
2025F 20244
RMB’000 RMB’000
ARMT T AREFTT
Other gains and losses, net: Hib s R EEEE
Net foreign exchange (gain)/loss HNFE (Y 28), BB R 5 (61,381) 57,516
Losses on disposal of property, plant and LEWE - BERZERNERE
equipment 22,778 16,258
Losses on termination of lease agreements LIt E R EREE = 3,940
Loss on disposal of other intangible assets REAMELEENEIE = 72
Gains on remeasurement of previously held B EZ AIFA RN RES WS
equity interests = (15,212)
Fair value loss/(gain) on derivative financial TSR T AEMNAFE
instruments &8 ()
Foreign currency forward contracts HMNE R BRI & 4 = 1,508
Foreign currency option contracts SNEERRES A (1,756) (16,259)
Capped and floored cross currency swap HIEHER X E¥ie 42,299 (44,938)
Cross currency swap TX B = (16,405) -
Changes in provision for obligation to REMGXBOBREZY
return dairy cows (1,506) (3,318)
Fair value gain on commitment to SRR S ) e A P E R
non-controlling interests (37,992) (41,935)
Gain on partial redemption of long term bonds &84 & [B] & #i (& 5 #y Wiz (2,906) (20,901)
Bargain purchase arose in the acquisition of  HE& Z 50 H IR A B R
business = (26,204)
Others A 6,942 4,662
Total =X (49,927) (84,811)
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MANAGEMENT DISCUSSION AND ANALYSIS

Finance Costs

During the year, the Group's finance costs amounted to RMB637.2
million (2024: RMB528.7 million), representing an increase of
20.5% yoy. Among which, 1) the financial costs for interest-bearing
borrowings were RMB544.5 million (2024: RMB431.7 million), a yoy
increase of 26.1%, mainly due to the issuance of USD350 million in
new US dollar bonds with extra interest bearing during the year;
and 2) the financial costs for lease liabilities were RMB92.7 million
(2024: RMB97.0 million), a yoy decrease of 4.4%, which was mainly
due to the decrease in the scale of lease liabilities.

LOSS ATTRIBUTABLE TO OWNERS OF THE
COMPANY

The Group's cash EBITDA (non-IFRS financial measure) amounted
to RMB3,063.3 million during the year (2024: RMB2,985.8 million),
representing an increase of 2.6% yoy. The cash EBITDA margin was
24.3% (2024: 22.5%), with a yoy increase of 1.8 ppt, which reflects
the resilience of the Group's financial strength.

Taking into account the above factors, loss attributable to owners
of the Company amounted to RMB1,128.6 million during the year
(2024: loss of RMB1,416.8 million).

During the year, basic loss per share of the Company (the “Share”)
was RMB14.41 cents (2024: loss of RMB18.09 cents per Share).
Diluted loss per Share was RMB14.41 cents (2024: loss of RMB18.09
cents per Share), representing a yoy decrease of 20.3%.

LIQUIDITY, FINANCIAL RESOURCES AND

GEARING RATIO

As at 31 December 2025, the net gearing ratio of the Group, which
was calculated on the basis of the amount of total interest-bearing
borrowings less cash and deposit assets as a percentage of the
total equity, was 115.7%, an increase of 18.6 ppt as compared to
97.1% as at 31 December 2024, mainly because the Group has
actively seized the opportunities in the domestic and international
financing markets during the year, where it appropriately increased
interest-bearing borrowings, aiming to optimize its debt structure
and reduce its overall financing costs.

“ECASFE PEARKURERERAR
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B x

FR - AEETEALZABARBECI7.2EE
L (2024%F « AR¥528. 7 &) FALIEM
205%  He : NEEERNVBHAIAARKE
544 58 87T (2024% : 431.7B&7T) © RN
26.1% @ EBRARFRFNILEITEILESISE
TLEBEBAEREIINENE  )HEAENTH
A ABARE27EHET(2024%F : 97.06887T)
BthRL44%  TERMEABHRIEN R
g( o

RAREEAEBEEE

FR - REBHIRSEBITDAGERB B 753k & %
BBt 55t &) A AR3,063.38 87T (20244 -
AR®2985.8E &) * BMELEMN2.6% - B
EBITDARE R 524.3% (20244 © 22.5%) » RItL
EINSEE NS RMEZEEVEEENZEME -

Ktk ERRE - R NARES ABLE
BRARK,128.688L(20245F : BEREARK

e —

1,416 8E8TT) °

FA - BRARBRD (RBDEREBEEEAR
#514.4195 (20244F : [SEBRARE18.095) o
I EEEE R A ARK14.415 (20244 © BHiEER
AR®18.09%) + FLEUFE20.3% °

RBHES B ERR AL E

MR2025F12A318 - AEERFERLEGEEE
BERBBERRSRTREEEMEREADHLE
K HE) A115.7% @ 82024F 12 H31BH97.1%1%
MI86EBE DR - LE EAFEHRAERFNK
BIREIREBANNRE TGS - ZTEEEEMmT
BEBRRE  BLEBERE  UREREHE
N
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MANAGEMENT DISCUSSION AND ANALYSIS
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As at 31 December 2025, the Group’s available and unutilised
credit facilities were approximately RMB7,420 million. Having
considered (i) cash flow forecast from operating activities of
continuing operation; (i) existing financial resources and gearing
level of the Group, the Directors believe that the Group's financial
resources are sufficient to meet its debt repayment, day-to-day
operations and contracted capital expenditures as at 31 December
2025.

Operating Activities

During the year, the Group's net cash inflow generated from
operating activities amounted to RMB2,502.4 million (2024: net
inflow of RMB2,403.6 million), which increased by RMB98.8 million
yoy, reflecting the Group's efficient cash flow management
strategy.

The Group has consistently adopted a dynamic working capital
management strategy, reducing working capital occupation
through supply chain finance payment arrangements. The Group is
steadily advancing supply chain finance payments to help reduce
working capital occupation and corresponding financial expenses.

Investing Activities

During the year, the Group’s net cash outflow from investing
activities amounted to RMB3,841.3 million (2024: net outflow of
RMB3,968.1 million), a yoy decrease of 3.2% and reflecting effective
cash flow management.

Financing Activities

During the year, the Group's net cash inflow generated from
financing activities amounted to RMB4,001.9 million (2024: net
inflow of RMB2,001.5 million), representing a yoy increase of
RMB2,000.4 million, which was mainly due to the increase of net
amount of interest bearing borrowings and new bonds raised.
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MANAGEMENT DISCUSSION AND ANALYSIS

INTEREST-BEARING BORROWINGS

As at 31 December 2025, the total interest-bearing borrowings of
the Group was RMB19,263.5 million (2024: RMB14,463.1 million),
representing a yoy increase of 33.2%.

Details are set out as below:

B E R Mo T

BEER
MR2025%12A318 » A&EEMNE EEFEERA
R#19,263. 58 87T (20244 : ARM14,463.18
&) ' BEEEN33.2% °

BIREROHWAT

2025 2024
2025%F 20244
RMB'000 RMB'000
AR®T T AREFT
Borrowings: B

Bank borrowings IRITER 10,583,438 9,259,260
Other borrowings H A &K 2,638,816 1,945,088
Long term bonds REIES 5,837,134 3,258,790
Short term bonds RHIES 204,153 -
19,263,541 14,463,138

Carrying value repayable: FEEEREE -
Within one year —F LR 7,136,099 2,963,039
Between one to two years —ZZFR 4,440,251 6,424,303
Between two to five years —EZHFER 7,477,274 4,773,469
Over five years HEFENE 209,917 302,327
19,263,541 14,463,138

Issuance of Sustainability Bonds

On 10 July 2025, the Group successfully issued U.S.$350 million
4.875% sustainability bonds due 2030, which were listed on the
Hong Kong Stock Exchange. The proceeds are designated for
refinancing, further strengthening the Group's capital structure and
diversifying its funding sources. This issuance marks an important
milestone in the Group’s ongoing efforts to broaden financing
channels and enhance financial resilience.

The Group places strong emphasis on transparency and disclosure
in relation to use of proceeds instruments. Following issuance, the
Group will publish annual updates in line with prevailing market
standards, including allocating reporting, eligibility reporting and
the environmental and/or social impacts of the eligible assets
resulting from the use of proceeds instruments.
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MANAGEMENT DISCUSSION AND ANALYSIS
B2 R D

The following is an analysis of the respective borrowings: BHEERFOT :
e Bank borrowings e RITER
During the year, the annual interest rate of bank borrowings RAFER  RITEXOFENEEER
varied from 1.20% to 4.20% (2024: from 2.2% to 4.85%). 1.20% % 4.20%(20244F : 2.2% % 4.85%) °
The table below sets forth the short-term and long-term bank TRFIE 2025512 431 B 8952 B R K HAER
borrowings as at 31 December 2025: TTHEK
2025 2024
2025 2024%
RMB'000 RMB'000

ARBTR ARETT

Bank borrowings: RATHER

Unsecured borrowings M E R 9,390,015 7,675,868

Secured borrowings BIEIRERK 1,193,423 1,583,392
10,583,438 9,259,260

Carrying amounts repayable: FEEEREE -

Within one year —FLR 2,189,448 2,371,072

Between one to two years —FEEMFER 3,844,518 2,831,914

Between two to five years MEZRFA 4,549,472 4,048,299

Over five years FEL - 7,975
10,583,438 9,259,260
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Other borrowings

During the year, the annual interest rate of other borrowings

MANAGEMENT DISCUSSION AND ANALYSIS
B8 B 5 i % D

varied from 2.80% to 8.00% (2024: from 3.00% to 8.00%).

The table below sets forth the short-term and long-term other

H &K

RAFER  HMERXRNFENXEES
2.80%%8.00% (20244 : 3.00%%8.00%) °

TRIER2025F 1283 BE LR REH

borrowings as at 31 December 2025: b fE K -
2025 2024
20255 20244F
RMB’000 RMB’000
ARMEF T AREFTT
Other borrowings: HpfER

Unsecured borrowings B R 2,638,816 1,942,171
Secured borrowings BEEMER - 2,917
2,638,816 1,945,088

Carrying amounts repayable: FEEEREE -
Within one year —F AR 1,642,585 559,491
Between one to two years —FEMFNRN 595,733 366,075
Between two to five years MEEZRFNRN 190,581 725,170
Over five years HFEAE 209,917 294,352
2,638,816 1,945,088

Long term bonds REES

2025 2024
2025F 20244
RMB'000 RMB'000
ARBT T ARBTTT

Carrying amounts repayable: FEEEREE :
Within one year —FLAR 3,099,913 32,476
Between one to two years —FEMFENRN - 3,226,314
Between two to five years MEZRFNRN 2,737,221 -
5,837,134 3,258,790

“ECLAFFER PEARRKURERFARLT
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MANAGEMENT DISCUSSION AND ANALYSIS
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GROUP STRUCTURE

Save as disclosed in this report, there was no material change in
the structure of the Group during the year.

CAPITAL STRUCTURE

As at 31 December 2025, the total number of ordinary shares in
issue of the Company was 7,915,662,048 shares (31 December 2024:
7,915,662,048 shares).

As at 31 December 2025, the net assets attributable to owners
of the Company amounted to approximately RMB8,294.4 million
(31 December 2024: approximately RMB9,531.0 million), the net
borrowings of the Group (total interest-bearing borrowings less
cash and deposit assets) amounted to approximately RMB11,355.0
million (31 December 2024: approximately RMB10,795.4 million).

During the year, the Company optimised its capital structure and
diversified the funding sources of the Company to support the
Company'’s ongoing business development by issuing sustainability
bonds. The Company issued U.5.$350,000,000 4.875 per cent
sustainability bonds due 2030 (the “Bonds”) in July 2025. Please
refer to the announcement dated on 3 July 2025 regarding the
issuance of the Bonds and the offering circular issued by the
Company on 11 July 2025.

CONTINGENT LIABILITIES AND PLEDGE OF

ASSETS

As at 31 December 2025, no buildings and equipment of the
Company (31 December 2024: nil) were pledged as security for the
Group's borrowings.

As at 31 December 2025, biological assets with carrying value of
RMB1,101.1 million (31 December 2024: RMB1,038.6 million), and
properties of RMB15.8 million (31 December 2024: RMB15.9 million)
were pledged as security for the Group’s borrowings.

As at 31 December 2025, no trade receivables (31 December
2024: RMB4.83 million) were pledged as security for the Group's
borrowings.

Save as disclosed above, the Group did not have any significant
contingent liabilities as at 31 December 2025 and 2024.
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MANAGEMENT DISCUSSION AND ANALYSIS

CAPITAL COMMITMENTS

As at 31 December 2025, the Group’s capital commitments in
relation to the acquisition of property, plant and equipment
amounted to RMB84.5 million (31 December 2024: RMB247.2
million) with a decrease of RMB162.7 million yoy.

MATERIAL ACQUISITIONS AND DISPOSALS

Save as disclosed in this report, the Group did not have any
significant acquisitions and disposals during the year.

SIGNIFICANT INVESTMENTS

Save as disclosed elsewhere in this report, the Group had no
significant investments during the year.

PLANS FOR MATERIAL INVESTMENTS OR
CAPITAL

Save as disclosed elsewhere in this report, the Group does not
have any concrete plans for material investments and capital assets.

CONTINUING DISCLOSURE OBLIGATIONS
PURSUANT TO THE LISTING RULES

Save as otherwise disclosed in this report, our Directors
have confirmed that, as of 31 December 2025, there were no
circumstances that would give rise to a disclosure requirement
under Rules 13.13 to 13.19 of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited (the
“Listing Rules”).

Save as disclosed elsewhere in this report, no other material events
occurred during the year and up to the date of this report.

FINANCIAL MANAGEMENT POLICIES

The Group mainly operates its business in Chinese Mainland,
and the foreign exchange risks related to its operations are not
significant. Even so, the Group still strictly monitors and controls
potential financial risks. The Group’s major financial instruments
include equity instruments at FVTOCI, trade and other receivables,
pledged bank deposits, bank balances and cash, trade and other
payables, bank borrowings, other borrowings, long term bonds,
derivative financial instruments and certain other liabilities. The
risks associated with these financial instruments include market risk
(currency risk and interest rate risk), credit risk and liquidity risk.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEE W LD

The Group was primarily subject to foreign currency risk from the
movement of the exchange rates between RMB against USD. We
manage the foreign exchange risk by performing regular reviews
of the Group's net foreign exchange exposures and entering into
foreign currency option contracts or capped and floored cross

currency swap, when necessary.

We manage the interest rate risk (if any) by performing regular
reviews of the Group's net interest rate exposures and entering
into interest rate swap contracts, when necessary.

For credit risk, the management of the Group has delegated a
team responsible for determination of credit limits and credit
approvals. Before accepting any new customer, the Group uses an
internal credit scoring system to assess the potential customer’s
credit quality and defines credit limits by customer. Limits and
scoring attributed to customers are reviewed twice a year. Other
monitoring procedures are in place to ensure that follow-up action
if necessary is taken to recover overdue debts (if applicable).

The management believes the risks associated with the financial
instruments were properly managed and didn’t pose material
impact to the Group’s operation.

HUMAN RESOURCES AND REMUNERATION

OF EMPLOYEES

As at 31 December 2025, the Group had approximately 9,178
employees (31 December 2024: 9,007 employees) in the PRC and
Hong Kong. As a result of continuous expansion of the Group's
business scale, the number of employees increased during the
year, and the total staff costs of the Group amounted to (excluding
equity-settled share award expense) approximately RMB1,088.3
million (2024: RMB1,152.3 million), a yoy decrease of 5.5%.
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MANAGEMENT DISCUSSION AND ANALYSIS

A defined contribution plan is a pension plan under which the
Group pays fixed contributions to publicly administered pension
insurance plans on a mandatory basis. Payments to defined
contribution retirement benefit under the state-managed
retirement benefit schemes in the PRC (the “State-managed
Retirement Benefit Schemes”) are charged as an expense
when employees have rendered service entitling them to the
contribution. The PRC employees of the Group are eligible
members of the State-managed Retirement Benefit Schemes
operated by the government of the PRC. The employees of the
PRC subsidiaries of the Company are required to contribute
in accordance with employee pension insurance and other
insurance benefits requirements on monthly basis to the State-
managed Retirement Benefit Schemes to fund the benefits. The
only obligation of the Group with respect to the State-managed
Retirement Benefit Schemes is to make the required contributions
under the schemes. Employees in Hong Kong are provided with
retirement benefits, under the Mandatory Provident Fund scheme

and medical insurance.

The Group continued to optimize its human resources strategy in
2025. With the core objective of "helping the Group build a new
pattern of sustainable and stable operation”, and focusing on
three core measures of “fully stimulating team vitality, opening
up communication channels between superiors and subordinates
and creating an efficient and collaborative atmosphere”,
Modern Dairy's excellent operation and management system
has been iterated and upgraded to promote the standardization
and refinement of the management system. By upgrading the
dual-excellence performance system, deepening the all-staff
competition and honor-driven mechanism, the organization’s
vitality has been fully activated, and team cohesion and innovation
have been significantly enhanced. By building a dual-track talent
pool and a five-specialized talent empowerment system, the
internal talent supply rate has been significantly improved, and the
core talent reserve has been continuously strengthened, providing
solid talent support for the Group’s high-quality development. The
Group strictly adheres to relevant laws and regulations, provides
competitive compensation and diversified benefits, has a sound
employee health and safety protection mechanism, and has won
numerous industry awards for its outstanding employer practices,
successfully creating a happy workplace ecosystem. By deeply
integrating talent with business operations and synergistically
upgrading organization and efficiency, we can achieve symbiotic
value creation between employees and the Company, share the
Company'’s operating results, and jointly realize the Group's high-
quality development strategic goals.
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MANAGEMENT DISCUSSION AND ANALYSIS
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SOCIAL RESPONSIBILITY

Upholding the principle of “safety and quality come first”,
the Group is proactive when it comes to fulfilling its social
responsibility. The Group devotes great effort to strike a balance
between business growth and social responsibility, so as to convey
the Group's care and blessing to all stakeholders. The Group is
committed to improving the quality of its products by providing
consumers with a commitment to provide healthy, safe, nutritious
and high-quality dairy products. Meanwhile, it adheres to the
production principle of energy conservation and environmental
protection.

The Group actively promotes the economic development of the
surrounding areas where the farms are located and increases the
income of local residents. The Group actively implements the
precise poverty alleviation policy, responds to the call of poverty
alleviation, and is devoted to poverty alleviation within the industry
and society. Firstly, the contracts of silage planting were signed
with local farmers in the farming areas to reduce the impact of
natural disasters on crop harvest and simultaneously solve the
local employment problem. The Group’s farms provide multiple
jobs throughout the country, effectively alleviating the pressure of
surplus rural labor force and increasing the income of local farmers.
The Group also undertakes social responsibility and promotes
local economic development through measures such as making
direct donation of materials, money and paying visits to nursing
homes. During the year, the Group has made charitable and other
donations amounting to approximately RMB3.01 million.

PROSPECTS

Looking ahead, the Group will continue to focus on the dairy
farming industry, guided by market demand and national policies,
to consolidate its cost-leading advantage and continuously
enhance the overall competitiveness and resilience of the industry
chain. We will adhere to innovation-driven and high-quality
development, actively promote digital transformation and green,
low-carbon and circular models, and explore value creation across
the entire industry chain, striving to become a globally leading
modern and intelligent dairy farming group.
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MANAGEMENT DISCUSSION AND ANALYSIS

Our development strategy will be further advanced in the following
three aspects:

Consolidate and strengthen core business: We will further
optimize the dairy herd structure, improve milk yield per cow
and raw milk quality, and continue to promote the increase
in the proportion of specialty milk (such as organic milk,
A2 milk, etc.). We will strengthen cost control and promote
steady improvement in production efficiency and profitability
through lean management, technology upgrades and the
application of digital tools. Meanwhile, we will advance
green and low-carbon development and improve the whole-
cycle ecological model of “forage planting — cow breeding
— fertilizer treatment — biogas power generation — fertilizer
back to the field” to achieve efficient resource utilization
and carbon emission reduction targets and ensure that our
core business maintains steady growth amid industry cycle
fluctuations. Furthermore, we plan to acquire all issued shares
of China Shengmu Organic Milk Limited (“CSM"). Upon
successful consolidation of CSM as our subsidiary, we would
be able to expand our scale of business, leverage economies
of scale, and enhance production mix with higher average
selling price. Please refer to the section headed "Events after
the Reporting Period” for further details.

Accelerate the expansion of new businesses and the
second growth curve: We will deepen the research and
development of breeding technologies and strengthen
the construction of a high-yield and high-quality dairy cow
breeding system; and we will also vigorously develop forage
planting and feed business to improve forage quality and
yield and thus enhance overall efficiency. Meanwhile, we will
promote the online procurement and consultation platforms
for farm supplies to efficiently aggregate high-quality
resources; and we will also realize 24/7 digital monitoring of
dairy cow health, thereby providing advanced smart farming
solutions for the Group and the entire industry chain.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEE W LD

3. Actively explore pathways for extending the industrial
chain and expanding international business: We will
accelerate the development of a full-chain business model
for dairy farming services, and work with universities, research
institutions and industry partners to promote technology
sharing and model innovation. In addition, we will actively
explore overseas markets and gradually implement the “going

|n

global” strategy through technology and management
exports, with the aim of exporting China’s advanced model
of large-scale dairy farming and enhancing the Group's

influence and competitiveness in the global dairy value chain.

We will focus on five major upgrade goals — “lean, digital,
green, international and human-centered” — to drive low-carbon
transformation through digital and intelligent innovation. While
pursuing high-quality development, we will also actively fulfill
our social responsibilities, contribute to rural revitalization, and
strive to become a leading dairy farming enterprise with global
competitiveness and a high sense of social responsibility.
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DIRECTORS AND SENIOR MANAGEMENT

EXECUTIVE DIRECTORS

Mr. SUN Yugang, aged 45, is an executive Director of the
Company and chief executive officer of the Group. Mr. Sun was
a manager of the finance and investment department of Inner
Mongolia Mengniu Dairy (Group) Co., Ltd. between May 2002
and March 2007. Mr. Sun was the chief financial officer, executive
director and vice president of the Company from March 2007 to
September 2016 and a non-executive director of the Company
from October 2016 to March 2017. Mr. Sun re-joined the Group in
November 2019 as the executive vice president of the Group. Mr.
Sun was subsequent promoted to the chief executive officer of
the Group in June 2022. Mr. Sun received his master of business
administration degree from China Europe International Business
School. Mr. Sun has extensive management and operation
experience in corporate strategic development, international
financing, corporate governance, investment, mergers and
acquisitions and the dairy industry.

Mr. ZHU Xiaohui, aged 55, has been appointed as a non-
executive Director of the Company and the vice president of the
Group in July 2021, and has been re-designated as an executive
Director of the Company and the chief financial officer of the
Group in November 2021 and has been in charge of the Group's
finance, procurement, information and compliance management
since January 2024. Mr. Zhu joined Fuyuan International in August
2014 and served as the vice president, the senior vice president
and the vice president and the secretary of the board of directors
of Fuyuan International. Prior to joining Fuyuan International, Mr.
Zhu had spent approximately 18 years with COFCO Group and
approximately 4 years with Dalian Wanda Group Inc., Ltd serving
as senior management positions. Mr. Zhu has over 31 years of
experience in corporate governance, financial management,
international financing, investment, mergers and acquisitions, and
management of large enterprises, and also has extensive operation
experience in the dairy farming industry. Mr. Zhu graduated from
Guangdong University of Foreign Studies with a bachelor’'s degree
in international business administration and the University of
International Business and Economics with a master’s degree in
business administration.

“ECASFE PEARKURERERAR

EERSREEE

HITES

BERBIKE - 455% © AARRIRITESHRAEE
BE - R 200245 A E2007F3 A HIE AR
SHEFAEEB)RNER AR MG RIZES
(3B o SRR 2007F 38 B 2016F9 AR AR
REHFEUBE WITESRIBHE - kiK2016
FI0AE2017F 3R M BREARBIIENTTE
F o REER2019F 11 AEFIMAREEETR
SEERTREIAE - REER20202F6AKER A
REBBE - BRAERBEREBEREIHER I
BIRBETEMN c REERPEHBEE - BEERE
E - ERE - BUHERIDEEELEENER
KB o

REEFELE - 555% 0 M2021F7REZTAARR
AIERTESRAEERFBY - URRAF11HA
ERARTNTESHEASEGFEINBEE + 2024
FIADEAREENT - HiE - EERAHREET
{E o REENR2014F8ANABIREIE - B8
DRETERBEBRIRE K RRE - MElB
HEEFEWE - MABREEA - KEoEZR
FREEEITESRBAIL18E - NAEE EEFERK
NERABIEBSELAF - REENRDERRE -
BBER BREHHE HHBURRAREGESE
BIEHBENFLR  TREETEHREEE
HE &SR - REERENBERINBINERER
HIMEHEE SRS  DRERBIBEAHEERSEL
BN TEEEELTEN -

49



DIRECTORS AND SENIOR MANAGEMENT
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NON-EXECUTIVE DIRECTORS

Mr. ZHANG Ping, aged 61, joined the Group as a non-executive
Director of the Company in March 2016. Mr. Zhang also currently
serves as a non-executive director of China Shengmu Organic Milk
Limited (stock code: 1432. HK). Mr. Zhang Ping joined Mengniu
Group in 2014 and served as an executive director of China
Mengniu Dairy Company Limited (stock code: 2319.HK) from
December 2021 to March 2024, and as a vice president and chief
financial officer of Mengniu Group until 1 September 2025. Until
July 2023, he also served as a non-executive director of Yashili
International Holdings Ltd., a subsidiary of Mengniu (formerly listed
under stock code 1230.HK, which was delisted in July 2023). In
addition, Mr. Zhang is also a director of a number of the
subsidiaries of Mengniu Group, including its major subsidiaries
Inner Mongolia Mengniu Dairy (Group) Company Limited and Inner
Mongolia Tegaoxin Dairy Co., Ltd* (REHEEFARMABR A
A]). Mr. Zhang also worked in Swire Beverages group companies as
a manager responsible for internal audit and system development,
finance director, general manager of bottler manufacturing
company and chief executive officer of Coca-Cola Bottlers
Manufacturing Holdings Limited. Mr. Zhang has over 36 years of
experience in the fast-moving consumer goods industry,
specializing in the management of operations, finance and audit, as
well as risk control. Mr. Zhang graduated from the Beijing
Information Science and Technology University with a Master's
Degree in Management Engineering..

Mr. WEN Yongping, aged 57, is a non-executive Director of the
Company. He is currently a vice president and the head of research
and development and innovation worldwide of the Mengniu
Group. Mr. Wen graduated from China Agricultural University
and obtained a doctoral degree in food science and engineering.
Mr. Wen joined the Mengniu Group in 1999 and successively
served as the general manager of the production direction centre,
operations assistant vice president, milk sources vice president and
head of chilled product business unit of the Mengniu Group. He
is experienced in production and operations management, milk
sources management and core business operation management.
Mr. Wen was a non-executive Director of the Company from March
2017 to January 2019.

* For identification purposes only
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Mr. CHEN Yiyi, aged 51, joined the Group as a non-executive
Director in February 2023 and was redesignated as the chairman of
the Board in September 2025. Mr. Chen is currently a vice president
and head of strategic management of Mengniu Group, and is
responsible for the strategic and investment management. Mr.
Chen is the chairman of the board of the directors, a member of the
nomination committee and a member of the strategy committee
of Shanghai Milkground Food Tech Co., Ltd. (“Milkground”) (a
company whose shares are listed on the Shanghai Stock Exchange,
stock code: 600882). Mr. Chen is also a non-executive director, the
chairman of the board of the directors, the nomination committee
and the strategy and sustainability committee under the board
of the directors of China Shengmu Organic Milk Limited (“China
Shengmu”) (a company whose shares are listed on the Stock
Exchange, stock code: 1432).

Before joining Mengniu Group, Mr. Chen worked for many well-
known international companies such as Nestle SA, International
Paper Co, Tetra Pak Sidel, China Resources Enterprise and listed
companies in Hong Kong and Mainland China for 25 years serving
as the national commercial manager, North Asia regional director,
vice chief strategy officer, president and executive director and
other senior management positions. Having served in the fast-
moving consumer goods industry such as dairy and retail industry
for many years, Mr. Chen has had extensive experience in industrial
operation integration, strategic planning management, corporate
cooperation and mergers and acquisitions and industry-wide vision
and international business experience. Mr. Chen graduated from
Fudan University with Bachelor’s degree in law.

Ms. GAN Lu, aged 43, joined the Group as a non-executive
Director of the Company in April 2020. Ms. Gan is the chief
investment officer of Beijing Hosen Capital Management, LLP
("Hosen Capital”), one of the first private equity management
institutions registered with the China National Development
and Reform Commission pursuant to the new equity investment
regulations. Ms. Gan is also the person-in-charge of the office of
Hosen Capital in Hong Kong. Ms. Gan joined Hosen Capital in
2018. Ms Gan has over 16 years experience in the financial and
investment sectors and has in-dept knowledge in merger and
acquisitions. Before joining Hosen Capital, Ms. Gan worked for
the Hong Kong office of New Hope Group Co., Ltd, for five years
as head of its Hong Kong office and chief investment officer of
its financial division. Ms. Gan also worked for China International
Capital Corporation Limited (CICC) in Beijing and Hong Kong for
seven years as the head of the Hong Kong operations support
coordination department. Ms. Gan graduated from The University
of Hong Kong with a master’s degree in business administration.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. LI Shengli, aged 60, is the lead independent non-executive
Director of the Company. He primarily provides independent
judgment to the Board on matters such as dairy industry
development and corporate oversight. Mr. Li is currently an
independent non-executive director of AUSTASIA GROUP
PTE. LTD. (stock code: 2425. HK). Mr. Li graduated from Shihezi
Agricultural College with a bachelor’s degree in animal husbandry
and veterinary science in July 1987. He then obtained his doctorate
degree in animal nutrition science from China Agricultural University
in July 1996. Since 2003, Mr. Li has been with China Agricultural
University, working as an assistant professor and professor in
multiple times. Mr. Li is currently the vice-director (Animal Nutrition)
of the State Key Laboratories, director of the Sino-US Dairy
Research Center of China Agricultural University, director of the
Sino-Dutch Dairy Development Center, chief scientist in national
dairy products industry technology system, a specialist to the China
School Milk Programme and a specialist in the Cattle and Poultry
Research Centre of Beijing Sanyuan Breeding Technology Co,. Ltd.
Mr. Li is a specialist to the Working Committee of National Dairy
Herd Improvement Programme (DHI) of the Dairy Association of
China and the chairman of China Institute of Animal Husbandry
and Veterinary Cattle Chapter. Up to August 2022, Mr. Li served as
an independent director of Xinjiang Tianrun Dairy Co., Ltd. (listed
on the Shanghai Stock Exchange, stock code: 600419). Until June
2023, Mr. Li served as an independent director of Zhejiang Yimeng
Food Co., Ltd. (listed on the Shanghai Stock Exchange, stock code:
605179). In 2007, Mr. Li obtained a patent on Rubeili (FL{Z#), a
type of high-energy and high-protein supplementary feed for dairy
cows. Mr. Li was awarded the second prize and a prize of the Beijing
Science and Technology Award in 2000 and 2007, respectively,
and was recognized by the Beijing Municipal Government as “Top
10 Scientists with Contribution to the Economic Development in
Rural Villages of Beijing” in 2009. He also received the first prize for
advancement in science and technology awarded by the Education
Department in 2012, the first prize for Chinese Agricultural Science
awarded by the Ministry of Agriculture in 2013 and the second prize
of National Scientific and Technological Progress Award in 2014.
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Mr. LEE Kong Wai Conway, aged 71, is an independent non-
executive Director of the Company. His primary responsibility is to
oversee and provide independent judgment to the Board. Mr. Lee
is currently an independent non-executive director of West China
Cement Limited (stock code: 2233. HK), Chaowei Power Holdings
Limited (stock code: 0951. HK), NVC International Holdings Limited
(stock code: 2222. HK), GCL New Energy Holdings Limited (stock
code: 0451. HK) and Intchains Group Limited (a company listed
on NASDAQ Stock Market, stock code: ICG). Mr. Lee was an
independent non-executive director of Guotai Junan Securities
Limited Co., Ltd (stock code: 2611. HK), GOME Retail Holdings
Limited (stock code: 0493. HK) and WH Group Limited (stock code:
0288. HK) until 30 November 2023, 21 September 2023 and June
2022, respectively. He was also an independent non-executive
director of Yashili International Holdings Limited (stock code:
1230. HK, whose shares have been delisted since 5 July 2023), a
subsidiary of Mengniu. Mr. Lee is a member of the Institute of
Chartered Accountants in England and Wales, The Chartered
Accountants, Australia and New Zealand, the Association of
Chartered Certified Accountants, the Hong Kong Institute of
Certified Public Accountants and the Macau Society of Certified
Practising Accountants. Mr. Lee was a member of Chinese People’s
Political Consultative Conference of Hunan Province from 2008
to 31 December 2017. Mr. Lee has over 30 years of experience in
public accounting and auditing, corporate finance, merger and
acquisition and initial public offerings. From September 1980 to
September 2009, Mr. Lee served as a partner of Ernst & Young
and held key leadership positions in his development of the firm in
China.
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Mr. CHOW Ming Sang, aged 53, has been appointed as an
independent non-executive Director of the Company on 1 July
2021. Mr. Chow has over 28 years of working experience in various
industries in auditing, corporate governance and risk management
advisory. He is primarily responsible for overseeing and providing
independent judgment to the Board. Mr. Chow is currently an
independent non-executive director and the chairman of the audit
committee of China Maple Leaf Educational Systems Limited
(stock code: 1317), and is also an independent non-executive
director of QuantumPharm Inc. (stock code: 2228.HK) and Redco
Healthy Living Company Limited (stock code: 2370. HK). Mr. Chow
is also the managing director of Beijing Xinshi Anye Management
Consulting Co., Ltd. Mr. Chow has served as an independent
director of Muyuan Foods Co., Ltd. (whose shares are listed on the
Shenzhen Stock Exchange, stock code: 002714, and have also been
listed on the Hong Kong Stock Exchange since 6 February 2026,
stock code: 2714.HK) since 21 December 2023. Mr. Chow served as
an independent non-executive director of Teamway International
Group Holdings Limited (stock code: 1239. HK) until August 2025.

From January 2007 to September 2018, Mr. Chow was the
advisory partner of Ernst & Young (China) Advisory Limited and
was responsible for managing the Risk Advisory sub-service line's
strategic growth and development in various regions of Mainland
China. He was the only Hong Kong resident and Big Four partner
appointed as a committee member. From 2014 to 2016, Mr. Chow
was the Committee member of the Internal Controls General
Standards Committee of the Ministry of Finance (PRC) (1 E
BB SIIEEZ E®Z B). Mr. Chow is also involved in
promoting innovation where he acts as a start-up coach of over
20 incubators and accelerators in China and Hong Kong to assist
young entrepreneurs in enhancing their business from financial and
strategic development perspectives.
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SENIOR MANAGEMENT

Mr. GUO Wenju, aged 55, is the secretary of the Party Committee
of the Group. Mr. Guo joined the Group in July 2021. He served

as the deputy secretary of the Party Committee in Mengniu Group
from March 2010 to June 2017, and served as the deputy secretary
of the Party Committee and secretary of the disciplinary committee
in Mengniu Group from July 2017 to December 2020. Mr. Guo
obtained a master’s degree from the graduate school of the
Central Party School.

Mr. HAN Chunlin, aged 53, is the vice president and the head
of the second operation center of the Group. Mr. Han joined
the Group in September 2008 and was appointed as executive
director of the Company on 14 November 2008 until 1 April 2020.
From February 2006 to July 2008, Mr. Han served as the deputy
general manager of marketing in Crayon Xiaoxin (Fujian) Food Co.,
Ltd. From January 1999 to September 2004, Mr. Han worked as a
marketing manager in the liquid milk department of Inner Mongolia
Mengniu. Before that, Mr. Han worked as the branch manager
of the milk powder department of Inner Mongolia Yili Industrial
Group Co., Ltd. from July 1994 to January 1999. Mr. Han has over
17 years of experience in the Chinese catering industry and has
extensive experience in marketing and ranching operations. Mr.
Han obtained a bachelor’s degree in biology from Inner Mongolia
University, China and a master’'s degree in agricultural promotion
from China Agricultural University.

Mr. ZHANG Xue, aged 58, is the vice president of the Group, the
chief technical engineer of the Group. Before joining the Group
in 2021, Mr. Zhang has been working in ranch technical positions
and ranch management for nearly 30 years. He served as the
vice president and chief operating officer of Fuyuan International
from October 2013 to August 2021, responsible for the overall
technology and operations of Fuyuan International. Mr. Zhang has
extensive experience in ranch operation and management and is
proficient in ranch design, dairy farming and professional technical
management in all aspects of the industrial chain. He is one of the
famous ranch management experts in China. Mr. Zhang obtained
a doctorate degree in animal nutrition from the Bingen Institute,
Germany.
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Mr. SONG Weizheng, aged 45, is the vice president of the Group
and the acting CEO of Modern Forage. Mr. Song joined the Group
in January 2020 and was in-charge-of the procurement center of
the Group, and in August 2021, he was in charge of procurement
and sales. He was in charge of procurement, sales and engineering
management and in charge of Modern Forage from January 2023
and January 2024, respectively. Before joining the Group, Mr. Song
worked in Mengniu Group from December 2001 to December
2019 as the head of the quality inspection department, the head
of the production department, the manager of the milk source
department, the general manager of the milk source region, and
the general manager of the big dairy unified procurement. Mr.
Song has extensive experience in procurement and sales. Mr. Song
obtained a master's degree in bioengineering from Inner Mongolia
University.

Mr. ZHAO Zunyang, aged 47, is the vice president and the head
of the first operation center of the Group. Mr. Zhao joined the
Group in April 2010 and served as deputy general manager of the
ranch, chief nutritionist and assistant vice president of the Group.
Mr. Zhao was promoted to the vice president of the Group in
January 2024. Before joining the Group, Mr. Zhao had experience in
state-owned enterprises, foreign enterprises and American ranches
in the industry. He was proficient in dairy cow nutrition technology
and had rich experience in ranch operation and management. Mr.
Zhao received a bachelor’s degree in animal husbandry from China
Agricultural University, a master's degree in animal nutrition from
China Agricultural University and a doctorate in dairy nutrition from
Virginia Tech University in the United States.

Ms. YUAN Li, aged 50, is the vice president and head of human
resources & administration of the Group. Ms. Yuan joined the
Group in July 2021. Before joining the Group, she served as
manager, deputy director, director of operation management
department, project director of sharing center, and general
manager of human resources center of milk source business
department of Mengniu Group Headquarters Human Resources
Center. She has participated in and successfully led important
projects such as organizational reform at all levels, human
resources system construction, mechanism innovation, and
process optimization of Mengniu Group for many times. She has
rich theoretical and practical experience in the field of human
resources management. Ms. Yuan obtained a master’s degree from
Inner Mongolia University of Technology and a doctoral degree in
psychology from the University of Murcia, Spain.
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Mr. MA Lijun, aged 52, is the vice president and the head of
safety and quality of the Group. Mr. Ma joined the Group in
February 2024. Before joining the Group, he served as director
of quality inspection of the Quality Center, deputy director of the
Finished Product Quality Management Center, director of the
Quality Management Review Center, senior director of the Quality
Management Review Department and senior director of the
Inspection Management Department of Mengniu Group. He has
rich professional knowledge and practical experience in the field
of safety and quality management. Mr. Ma received a bachelor's
degree in food science and engineering from Inner Mongolia
Agricultural University.
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CORPORATE GOVERNANCE REPORT

TRERBMSE

The board (the "Board”) of directors (the “Director(s)”) of China
Modern Dairy Holdings Ltd. (the “Company”) and the management
of the Company and its subsidiaries (collectively, the “"Group”) are
committed to upholding a high standard of corporate governance
to safeguard the interests of the shareholders of the Company (the
"Shareholder(s)") and the Company as a whole.

CORPORATE GOVERNANCE PRACTICES

The Company has adopted the code provisions set out in the
Corporate Governance Code ("CG Code”) as set out in Appendix
C1 to the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”). The
Company has, throughout the year and up to the date of this
report, complied with the code provisions set out in the CG Code.

Save as disclosed above, the Board has reviewed the Company’s
corporate governance practices and is satisfied that the Company
has been in compliance with all applicable code provisions of the
CG Code.

THE BOARD

Role of Directors

The Company is headed by the Board which assumes the
responsibility for leadership and control and be collectively
responsible for promoting the success of the Company by directing
and supervising the Company’s affairs. The Board is accountable to
the shareholders of the Company (“Shareholders”) for managing
the Company in a responsible and effective manner. Every Director
is committed to act in the best interest of the Company and to
contribute their expertise and knowledge to the Company. The
Board formulate strategic and holistic strategies, and monitors the
Group's performance on behalf of the Shareholders.
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The Board determines the objectives, strategies and policies of the
Group. In addition, the Board continuously monitors, reviews and
controls operations, risk management and internal control system
as well as financial performance in pursuit of the Group's strategic
objectives. The day-to-day management of the Group's business
is delegated to the chief executive officer and the management
of the Group under the supervision of the executive Directors of
the Company. In addition, the Board has also delegated various
responsibilities to the board committees of the Company (the
"Board Committees”). Matters reserved for the Board and Board
Committees are those affecting the Group's overall strategic
policies, financial objectives, dividend policy, changes in accounting
policies, material acquisition and disposal of assets, investments,
exploring the adequacy and effectiveness of risk management and
internal control systems and other significant matters.

For the year, the Board has polished the Group’s Corporate Culture
Panorama which aligns with the Group'’s mission, vision, core value
and strategy. Leading by enterprise spirit “Quality drives progress,
Efficiency wins the future” and “Born to be strong and go beyond
ourselves”, the Directors and the management team promote
the corporate culture, sharing the same vision and philosophy,

together we strive for the better future of the Company.

As at 31 December 2025, the Board comprised nine Directors,
including two executive Directors, namely, Mr. Sun Yugang, Mr.
Zhu Xiaohui, four non-executive Directors, namely, Mr. Chen Yiyi,
Mr. Zhang Ping, Mr. Wen Yongping and Ms. Gan Lu and three
independent non-executive Directors, namely, Mr. Li Shengli, Mr.
Lee Kong Wai, Conway, and Mr. Chow Ming Sang. Mr. Chen Yiyi is
the chairman of the Board.

All Directors are aware of their collective and individual
responsibilities to the Shareholders and have exercised their duties
of care, skill and diligence. Comprehensive directors and officers
liability insurance coverage is in place to provide protection to the
Company, the Directors and senior management.

The Company has maintained on its website
(www.moderndairyir.com) (the “"Company Website”) and
the website of Hong Kong Exchange and Clearing Limited
(www.hkexnews.hk) (the “"HKEX Website") an updated list of its
Directors identifying their roles and functions. Composition of the
Board, by category of directors, is explicitly identified in all the
Company'’s corporate communications.
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There was no financial, business, family, or other material
relationship between the Directors of the Company and in
particular, between the Chairman of the Board of the Company
and the Chief Executive Officer.

The biographical details of the Board members are set out in the
"Directors and Senior Management” on pages 49 to 57 of this
annual report.

Non-executive Directors

The non-executive Directors and the independent non-executive
Directors give the Board the benefit of their skills, expertise, varied
background and experiences. Through active participation in Board
meetings and serving on various Board Committees, the non-
executive Directors and the independent non-executive Directors
bring in independent judgment and make valuable contributions to
the effective direction and strategic decision making of the Group.

Each of the non-executive Directors is appointed for a specific term
of 3 years, subject to retirement by rotation under the articles of
association (" Articles of Association”).

Independence of Independent Non-executive Directors
Each of the independent non-executive Directors is appointed for
a specific term of 3 years, subject to retirement by rotation under
the Articles of Association. The Lead independent Non-executive
Director (“Lead INED") is Mr. Li Shengli. A Lead INED could help
foster a more proactive independent voice on the board and
safeguard the interests of minority shareholders. Mr. Lee Kong
Wai, Conway and Mr. Chow Ming Sang, two of the independent
non-executive Directors, have the appropriate accounting or
related financial management expertise as required under Rule
3.10(2) of the Listing Rules. The Board has received from each
independent non-executive Director a written annual confirmation
of their independence and is satisfied with their independence in
accordance with the Listing Rules. The Company considers that
all independent non-executive Directors meet the independence
guidelines set out in Rule 3.13 of the Listing Rules. The number of
independent non-executive Directors of the Company is three and
represents at least one-third of the Board as required under Rules
3.10(1) and 3.10A of the Listing Rules.
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As independent non-executive Directors with in-depth
understanding of the Company’s operations and business, Mr. Li
Shengli and Mr. Lee Kong Wai, Conway have expressed objective
views and given independent guidance to the Company over the
years, and they continue demonstrating a firm commitment to their
roles. Although Mr. Li Shengli and Mr. Lee Kong Wai, Conway have
served as independent non-executive Directors for more than 9
years, the Board considers that the long service of Mr. Li Shengli
and Mr. Lee Kong Wai, Conway would not affect their exercise of
independent judgement and is satisfied that Mr. Li Shengli and
Mr. Lee Kong Wai, Conway have the required character, integrity
and experience to continue fulfilling the role of independent non-
executive Directors.

Corporate Governance Functions

The Board is responsible for determining the policies for corporate
governance of the Company and performing the corporate
governance duties including:

(@) to develop and review the Company's policies and practices
on corporate governance;

(b)  to review and monitor the Company’s policies and practices
on compliance with legal and regulatory requirements;

(c) to review and monitor the training and continuous
professional development of Directors and senior
management;

(d) to develop, review and monitor the code of conduct and
compliance manual (if any) applicable to employees and
Directors;

(e) to review existing employee incentive schemes of the
Company; and

() to review the Company's compliance with Appendix C1 to

the Listing Rules (CG Code) and Appendix C2 (Environmental,
Social and Governance Reporting Guide).
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During the year, the Board has fulfilled the corporate governance
functions by reviewing the Company’s corporate governance
practices.

Chairman of the Board (“Chairman”) and Chief Executive
Officer ("CEQO")

The Chairman is responsible for ensuring that the Board is
functioning properly, with good corporate governance practices
and procedures. The Chairman also steers the Board and the
Company towards its corporate goals.

The CEOQO is responsible for the effective implementation of the
overall strategies and initiatives adopted by the Board as well as
the daily operation of the Group. Mr. Zhao Jiejun resigned as a
non-executive Director and Chairman, and Mr. Chen Yiyi, a non-
executive Director, was appointed as the Chairman, both effective
from 1 September 2025. The CEO was Mr. Sun Yugang, the
executive Director.

With the support of the CEO and the Company Secretary, the
Chairman seeks to ensure that all Directors are properly briefed
on issues brought up at Board meetings and that they receive
adequate and reliable information in relation to matters discussed
at Board meetings and also other affairs of the Group on a monthly
basis in order to enable the Directors to assess the Group’s
performance, position and prospects in sufficient details.

COMPANY SECRETARY

During the year, Mr. Li Kwok Fat, the company secretary of the
Company has undertaken not less than 15 hours of the relevant
professional training to update his skills and knowledge. The
company secretary is responsible for facilitating the Board
process, as well as communication among Board members, with
Shareholders and management.

All Directors have access to the advice and service of the Company

Secretary to ensure that the Board procedures, all applicable rules
and regulations are followed.
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PERFORMANCE EVALUATION FOR THE
BOARD

Over the years, the Group has confirmed that it has complied
with code provision B.1.4 of the CG Code and completed the
performance evaluation for the Board. Such assessment was led
by the Group's secretarial office and internal audit department,
and reported to the Nomination Committee and the Board. The
assessment covered the skills and qualifications of Board members,
their time commitment and participation, Board culture and
diversity, compensation and incentive mechanisms, and overall
governance and risk monitoring performance.

The assessment results showed that the professional backgrounds
of the Board members and the Board culture helped to fully
explore the Group's business and ensured that the Group's
monitoring of strategy, finance and risk management complied with
appropriate regulatory requirements. Meanwhile, the remuneration
policy was closely linked to the Group's long-term performance,
which helped to improve the continued performance of executive
Directors and senior management and ensure that the incentive
mechanism was aligned with the interests of shareholders. Overall,
the Board performed well in strategic oversight, risk management
and corporate governance and relevant policy and mechanism are
in place.
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BOARD PROCEDURES

During the year ended 31 December 2025, the Board has held
four meetings to discuss the overall strategy as well the Group's
business performance, financial performance and the adequacy
and effectiveness of its risk management and internal control
systems. The Directors participated in person or through electronic
means of communication. Details of the Directors’ length of tenure,
current period of appointment, attendance at the Board and
Board Committee meetings and the annual general meeting and
extraordinary general meeting of the Company held on 12 June
2025 are set out as follows:

EESER
HE2025%12A31MHILFE - 28T
T AIRERERE  AEBECERRR BB
FENRBEERANBEZRGN TR MEREN
o BERARIFAEBETRAMSALES - TF
NITHNE  ZATH  HEEET  E2ZE
SEHNADNTN2025F6F 128 21 TH AR A
FRERBREFHNAGEANFBHINOT

Number of Board meetings, Board Committee meetings and

general meetings attended/held during the year

ERLE/BEEEEH ESZREEIRBRALRY

Current
Lengthof period of
tenure  appointment

General Audit Remuneration  Nomination
Meeting Board  Committee ~ Committee  Committee

Name of Director ESig EHRR If kxAe Eze EpzZEe §WzEE R4ZEe
Executive Directors HTES
Mr. Sun Yugang (Chief Executive Offcer)  BER%E4(45) 2052028 2512 /1 44 N/A N/A N/A
iyl T 0
M. Zhu Xiaohui (Chief Financial Officer)  FBB% % (BEFHE) 2024-2027 2512 /1 44 N/A N/A N/A
A TEH oyl
Non-executive Directors FiES
Mr. Chen Yiyi (Chairman of the Board) k5~ £ (EE22f) 2023-202 2512 /1 44 N/A N/A 11
A TEH
Mr. Zhang Ping RT%4 20252028 25/26 0/1 4/4 5/5 n N/A
MR
Mr. Zhao Jiejun BEERE 2003-202 25126 " 30 N/A N/A /1
(resigned on 1 September 2025) (R202569410& () A TEH
Mr. Wen Yongping mkTRE 2025-2028 512 00 11 N/A N/A N/A
(appointed on 1 October 2025) (Ro025E 10515 EZ ) TR TR R
Ms. Gan Lu lif e 20042007 25126 " 44 N/A N/A /1

Independent Non-executive Directors  BUF#11ES

Mr. L Shengli L ead INED) Xy 2023-202 2512
(BEELHHTTEE)

Mr. Lee Kong Wai, Conway FhELE 20052028 25/26

Mr. Chow Ming Sang RRELE 2004-2007 25026

TR TR

1/1 44 N/A 1N 00
ik
1/1 44 5 N/A 11
NER
1/1 44 b 1 22
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The Board and each Director have separate and independent
access to the Company’s senior management for information and
may make inquiries if necessary. Directors of the Company who
considers it necessary to seek independent professional advice in
order to perform his/her duties as a Director of the Company may
convene, or request the Company Secretary to convene, a meeting
of the Board to approve the consultation of independent legal
or other professional advisor for advice at Company’s expenses.
For regular Board meetings, an agenda and accompanying
board papers of the meeting are sent to all Directors before
the proposed date of a meeting. Additional Board meetings, if
necessary, are arranged and held as and when required. During the
year, the Chairman met with the non-executive Directors and the
independent non-executive Directors without the presence of other
executive Directors to exchange views on matters concerning the
business development, management and corporate governance of
the Group.

The Board should regularly review the contribution required from
a Director to perform his/her responsibilities to the Company, and
whether the Director is spending sufficient time performing them.
The Board recognizes the importance and benefits of conducting
regular evaluation of its performance. An internal Board evaluation
would conduct be annually in the form of questionnaire or other
methods with the aim of soliciting valuable feedback, improving
the effectiveness and enhancing accountability of the Board.

Every Director is entitled to access the advice and services of
the Company Secretary with a view to ensure that the Board
procedures, and all applicable rules and regulations, are complied
with. All minutes are kept by the Company Secretary and are open
for inspection by any Director during normal office hours with
reasonable advance notice.
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Appointment, Re-election of Directors and Removal

In accordance with the CG Code and the Articles of Association,
all Directors (including independent non-executive Directors)
are subject to retirement by rotation once every three years.
Each Director has entered into a letter of appointment with the
Company for a term of three years. The Directors are subject to
retirement by rotation and re-election at each annual general
meeting of the Company in accordance with article 17.18 of the
articles of association of the Company. Directors appointed as an
addition to the Board or to fill a casual vacancy on the Board will be
subject to re-election by the Shareholders at the following annual
general meeting or the following general meeting of the Company
after the appointment and be subject to election at such meeting
pursuant to Article 17.2 of the Articles of Association. Also, when
an independent non-executive Director proposed for re-election
has served the Company for more than nine years, his or her re-
election will be subject to a separate resolution to be approved at
the annual general meeting.

DIVERSITY POLICY

The Board has adopted board diversity policy (available on the
Company Website), which sets out the approach to diversity of
Board members. In determining the Board’s composition, the
Company considers a range of diversity elements, including but
not limited to gender, age, cultural and education, professional
experience, skills and knowledge. All appointments of the Board
will be made based on meritocracy and objective criteria while
taking into full account of the interest of Board's diversity. The
Company highly recognizes the benefits of having a diverse
Board with various insights from different perspectives. The
Nomination Committee has primary responsibility for identifying
and nominating, for approval by the Board, suitably qualified
candidates to become members of the Board.
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The Board and the Nomination Committee remain committed
to promoting diversity, including gender diversity, at Board
level. To support this objective, the Nomination Committee
has implemented a series of measures to establish a pipeline of
potential successors, which have been reviewed and approved by
the Board as follows:

o identifying and maintaining a list of qualified female
candidates with relevant industry and governance experience;

o engaging external search firms with a mandate to present
diverse candidate pools; and

o implementing leadership development and mentoring
programs within the Group to prepare high-potential female
executives for future Board roles.

During the year, the Nomination Committee carried out a review
of the implementation of the Board Diversity Policy and the Board
subsequently considered and approved the findings of that review.
The review assessed progress against the stated objectives,
including the proportion of female directors, the quality of
contributions made by existing members and the effectiveness of
succession planning measures. The Committee confirmed that the
current female directors meet the requirements under the Listing
Rules and remains committed to introducing suitably qualified
female candidates to the Board as appropriate.

As at date of this report, the Board comprises nine Directors
with one female Director and eight male Directors with different
backgrounds and professionalism. Three of the Directors are
independent non executive Directors, each of whom promoting
a critical review and control of the board management process.
Having reviewed the board diversity policy and the Board's
composition, the Nomination Committee considered that the
requirements of the board diversity policy had been met and
no measurable objective had been set to implement the board
diversity policy.

The Group is committed to fostering a diverse and inclusive
workforce, recognizing that diversity in gender, age, background
and experience enhances innovation and strengthens
organizational performance. The Board has approved a Workforce
Diversity Policy that applies across all levels of the Group.
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During the year, the Group conducted a review of the
implementation of its Workforce Diversity Policy. In 2025, the
Company'’s gender ratio of the workforce is 68.7%: 31.3% (male to
female) (2024: 67.61%: 32.39%), maintaining a good and healthy
gender ratio of the workforce. The Company endeavours to
eliminate gender discrimination, supports gender equality, and
protects the legal rights and benefits of female employees. The
Company follows all internationally recognised human rights
policies stated in the United Nations Universal Declaration of
Human Rights, the International Bill of Human Rights and other
core conventions of the International Labor Organization. The
Company treats employees with different nationalities, ethnicities,
races, genders, religious beliefs and cultural backgrounds equally
and fairly, prohibits the employment and use of child labour,
respects and protects the legitimate rights and interests of all
employees. For details, please refer to the Company’s ESG Report.

The Board will from time to time review the diversity policy, as
appropriate, to ensure its effectiveness.

CONTINUOUS PROFESSIONAL

DEVELOPMENT

For the year ended 31 December 2025, each Director has provided
the Company with annual confirmation that he/she has devoted
sufficient time and attention to the affairs of the Group, and has
also confirmed completion of continuous professional development
together with the format in which such professional development
was undertaken.
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All directors should participate in continuous professional
development to develop and refresh their knowledge and skills to
ensure that their contribution to the board remains informed and
relevant. The Company shall be responsible for arranging suitable
training for all Directors at the Company’s expense. The Group
continuously updates the Directors on the latest development
regarding the Listing Rules and other applicable regulatory
requirements, to ensure compliance and enhance their awareness
of good corporate governance practices. For newly appointed
Director, an induction package will be given to ensure that he has a
proper understanding of the operations, business and governance
policies of the Group.

A summary of training received by the Directors for the year ended
31 December 2025 according to the records provided by the
Directors is as follows:
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B EeEE - UEREEFAESSFLMBERIGE
ZER - ARBEEERERESLTHEE 2F
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LR AR E A R B E AR E R RAE R
B AERERMERESHRIFOEERT
MEOEH - ERNHREES  ARESEHEAR
Bl AEREBEEERARE LS XHR
EVRBUR -

BIEESMIEHAREE  EEREZE2025F128
INHIEFEMEXNEIIB@RNT

Type of trainings

Directors 2= EINE R
Executive Directors BITES
Mr. Sun Yugang (Chief Executive Officer) BREM%E(BEH) AB,CDE
Mr. Zhu Xiaohui (Chief Financial Officer) KEBSE (HEHEE) AB.CDE
Non-executive Directors FHITES
Mr. Chen Yiyi (Chairman of the Board) M —hE(EFeLE) AB,CD,E
Mr. Zhang Ping SRFSEAE A,B,C,D,E
Mr. Zhao Jiejun AT L ABCDE
(resigned on 1 September 2025) (R20259F9 A 1 H EEHT)
Mr. Wen Yongping (appointed on 1 October 2025) &k Y554 AB,CD,E
(R2025%F 105 1 HEZE(E)
Ms. Gan Lu HBfZ+ AB,CD,E
Independent Non-executive Directors BIUFHTES
Mr. Li Shengli (Lead INED) FHBNEE(BEEBUIFNTESE) AB,CD,E
Mr. Lee Kong Wai, Conway FAREEE AB,CD,E
Mr. Chow Ming Sang ERRERE AB,CD,E
A:  Reading materials, journals and updates relating to the business and A : FEEMCEMITERRGBEOME - BT K&
industry development Al
B: Reading materials relevant to the latest development of the Listing B : HEE FWANEHERKEMERNEER
Rules and other applicable regulatory requirement A BRI MK
C:  Reading materials relevant to internal governance, risk management C: [EEAEEAIER  BEBRERENKESGEIEE
and ESG matters of the Group Falzopvpas
D: Reading materials designed to refresh Directors’ knowledge and D: HESEEFEFHERNLTAFREEFAE - B
skills on the roles, functions and duties of a listed company Director MBS E B A3 S B se M d R
E: Attending or delivering seminars and/or conferences and/or forums E: 2B ek SEg@k Ring

“ECASFE PEARKURERERAR

69



CORPORATE GOVERNANCE REPORT

e

T NE™
TEERRE

SKILLS LIST OF THE BOARD
As of 31 December 2025, the Board consisted of two executive & E2025F12831H  EF @28\ TE2F 4
Directors, four non-executive Directors and three independent EZIEHITEZERIZB I IEHITTEEHK - B AT -
non-executive Directors. At present, the Board has not adopted EE & R FKNE M R EBAET S RERE £ i
any specific plans to acquire further skills, as it regards the existing 8 EAERAEKERGHREEARIFEN
skill set and ongoing professional development of its members HEERDERH - EFEe2RAREESNRE
to be adequate. The Board's existing skill set and how those skills ~ FAEIAI R A RSB EEE - K0 X 3UEYEH
align with the Group's values, strategies and culture are outlined  ZAF :

EEEREER

below:
Aligning with the Group's
Key skills and experience values, strategies and culture
REAKENEESR -
Directors Bz TERREEER EBR X
Executive Directors HITEZ
Mr. Sun Yugang (Chief Executive Officer) BERI%E#EH) Corporate strategic Support the Group's corporate
development, planning, development, strategic
corporate finance, corporate formulation, financing and
governance, mergers and governance in the capital
acquisitions and dairy industry ~ markets, and uphold a healthy
management and sustainable development
of the Group
CEERER RIGR X BREAKELERRIS  BE
mE RANAE - RHEBRI KR BERGHEEE - Bk
FER SERFAIHEER
Mr. Zhu Xiaohui (Chief Financial Officer) KEBLLY (BEHEE) Financial management, financing, Strengthen the Group's financial
investment, mergers and oversight and compliance
acquisition, corporate and to ensure that effective
governance, large enterprise resource allocation is aligned
management and dairy with long-term strategies and
business operations corporate development
MKER RE  ROE 27 BRCASEMBEE SRUR6H
R ABCEEERACE  BEAKKT BREREN
2 RERARPEBRROERR—
£
Non-executive Directors FHTES

Mr. Chen Yiyi (Chairman of the Board)

/70

RH—KL(EFELE)

Group strategic formulation and  Drive the Group's long-term
planning, leading, investment,  strategy and industrial
mergers and acquisitions, and integration, and promote
integration of the fast-moving sustainable development
consumer goods and retail
industries

SEBRRBLER FE R EDAKEREBBEEEE
HE - RERRTEXES A RETHERR
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Key skills and experience

TEEARSE

Aligning with the Group's
values, strategies and culture

REAKENEES
Directors = TEREELR RHRIE
Mr. Zhang Ping REFAE Management, finance, auditing, ~ Provide expertise in financial

Mr. Zhao Jiejun
(resigned on 1 September 2025)

Mr. Wen Yongping (appointed on
1 October 2025)

Ms. Gan Lu

“ECASFE PEARKURERERAR

and corporate governance
risk control in the fast-moving
consumer goods industry

RBRITRERE - MH - Bt
NADRE R AR

HAEEEE
(2025951 HEHT)

Sales management, supply chain
management, dairy farm
management, dairy market
insights

PEEE . HEEEE W5

2 AmmisER

BT R (R2025F
10815EZ(T)

Research and development
innovation, milk source
management, supply chain
management, production
operations

BRI IRER - HERE
B EEER

HHa+ Financial investment, private
equity, cross-border

investment management

TRRE  ERE - BRRE
B

oversight and risk
management to support the
Group's governance and
compliance culture
RENBEEREARERER
XEARERERAHR UL

Improve operational efficiency
and ensure that the dairy
business meets market
demands and regulatory
requirements

RIVEENE  BRAMEBH
ATBEREEEER

Strengthen research and
development and innovation
capabilities, ensure dairy
product quality and supply
chain stability, align with the
Group's continuously evolving
corporate culture

BCHERAE S - BRI

mERHfREERT RARE
IT&E@EE’J@%WE

Provide capital market and
investment strategy support
to align with the Group's
expansion and value growth
objectives

REEATHRRE R F -
HarKEARABEER
BiR

/1
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Key skills and experience

Aligning with the Group's
values, strategies and culture

REAKENEES
Directors = TERAELR KRR
Independent Non-executive Directors BYFHTES

Mr. Li Shengli (Lead INED)

Mr. Lee Kong Wai, Conway

Mr. Chow Ming Sang

FBNEE(BEEIHT
EF)

FRERLE

FRELE

Animal nutrition, dairy research,
industry technological
innovation, policy consulting

BNEE - AP - TRRM
B - BRER

Auditing, accounting, corporate
finance, mergers and
acquisitions

Fif - g5t RAMTBRROHE

Corporate governance, risk
management, auditing,
entrepreneurship coaching

RS RBER - Ei 8

Strengthen technological and
research capabilities to
support the Group's leading
position in dairy technology
and compliance

BIERMERTTRE S - XRA%
BAIREMERRNENE
Feifiz

Provide professional financial
supervision and compliance
safeguards to protect the
interests of the Company's
shareholders

RUZXVBEERARRE
BERRAREN

Strengthen risk control and
governance to support the
transparency and innovation of
the Group's culture

BIERBREHELE  XRAE
B3 e A

BOARD COMMITTEES

In order to oversee particular aspects of the Group, the Company
had established five Board Committees under the Board,
namely, the Audit Committee, the Remuneration Committee,
the Nomination Committee, Sustainability Committee, and the

EEXZEg

REEASEEFETHNER » ARF]

FERTRUNEEFEERES  IBEZRZEE -
YFNEEe REZEe AUKEZRZESN
REELERZES  ATBESERCEER

ERE
Bg

Strategy and Development Committee with the defined terms of
reference in line with the CG Code. Except the terms of reference
of Sustainability Committee and the Strategy and Development
Committee, the terms of reference are published on the HKEX
Website and Company Website. The Board Committees are
provided with sufficient resources to discharge their duties and
are able to seek independent professional advice in appropriate
circumstances upon request. Details of these Board committees
including their composition, major responsibilities and functions
and work performed are as follows:
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SRR - RARERRZEEUREB LR
ZEeNBERESN  BEXERBTEXZME
N ATRERARMG EFEEZESREHENE
RABITEBY > WRHEEEERBRRTEELSK
BUEXER - ARAZTEZEZ R FHB(BRE
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REMUNERATION COMMITTEE

The chairman of the Remuneration Committee is Mr. Li Shengli
and other members are Mr. Zhang Ping and Mr. Chow Ming Sang.
The Remuneration Committee is chaired by an independent non-
executive Director and the majority being independent non-
executive Directors of the Company.

The primary functions of the Remuneration Committee are to
make recommendations to the Board on the Company’s policy
and structure for the remuneration for all the Directors and senior
management of the Group, and make recommendations of the
remuneration packages for all the executive Directors, non-
executive Directors and the senior management to the Board.

The Company’s emolument policy is to ensure that the
remuneration offered to employees including executive Directors
and senior management of the Group is based on the skills,
knowledge, responsibilities and involvement in the Company’s
and the Group's affairs, and to uphold a fair and competitive
remuneration assessment mechanism. The remuneration
packages are also determined by reference to the Company’s
performance and profitability, remuneration level in the industry
and the prevailing market conditions. The emolument policy for
independent non-executive Directors, mainly comprising Directors’
fees, is subject to annual assessment with reference to the market
standard. Individual Directors and senior management would not
be involved in deciding their own remuneration. The Remuneration
Committee has been provided with sufficient resources to
discharge its duties.

During the year, the Remuneration Committee has held one
meeting and reviewed, discussed and approved the remuneration
for the executive Directors and senior management of the Group
to ensure that the level of remuneration is linked to their level of
responsibilities undertaken, reviewed the remuneration policy and
made recommendation to the Board for the remuneration for the
non-executive Directors for its approval. Remuneration Committee
has also reviewed the remuneration policy and employee incentive
schemes of the Company, as well as reviewing and approving
matters relating to share scheme of the Company under chapter 17
of Listing Rules.
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The remuneration (excluding equity-settled share-based payments)
of the members of the senior management (excluding Directors) by
band for the year ended 31 December 2025 is set out below:

BREEERE (TS8R HE2025%12A31H
IHFEZ e (T iE R RS E AR () A
FOBEMOT

Number of

persons

Remuneration bands (HKD) i E (&) REAE
5,500,001 to 6,000,000 5,500,001 7T 2 6,000,000/ 7T 3

6,000,001 to 6,500,000

6,000,001 7T & 6,500,00078 7T -

Further particulars regarding Directors’ remuneration and the five
highest paid employees as required to be disclosed pursuant to
Appendix D2 to the Listing Rules are set out in notes 10 and 11 to
the consolidated financial statements.

AUDIT COMMITTEE

As at 31 December 2025, the Audit Committee comprised two
independent non-executive Directors, namely, Mr. Lee Kong Wai,
Conway and Mr. Chow Ming Sang and one non-executive Director,
Mr. Zhang Ping. Mr. Lee Kong Wai, Conway and Mr. Chow Ming
Sang posses the relevant professional qualifications required under
the Listing Rules. The chairman of the Audit Committee is Mr. Lee
Kong Wai, Conway.

The primary responsibilities of the Audit Committee are to oversee
the Group's financial reporting system, risk management system
and internal control procedures, and to review and monitor
the external auditors’ independence and objectivity and the
effectiveness of the audit process in accordance with the applicable
standard. The Audit Committee has been provided with sufficient
resources to discharge its duties.

The Audit Committee held three meetings during the year. Major
work completed by the Audit Committee during the year includes:

J reviewed the Group’s annual report, interim financial
information and annual consolidated financial statements;

J reviewed significant accounting and audit issues;

J reviewed the external auditor’s qualifications, independence
and performance;

o reviewed the external auditor's management letter and the
management's response;
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BiE ETARBIM D2 ERESTHE UL AERES
FMATHEBZEE—THFE  ERGEEVBHRE
FEFE1082 11 °

BEREES

R2025%F12A31H - BREZE@hMA B ILIFH
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EERVELANX - FEFERERARELLY
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ERZEBENIERERERASEZMEHE
Ef - RREERFRABEZREF  LIKER
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BREITHERE -

ERZEENFRBTZREZ - EFRZEEN
FATKNERTIERLRE

o  EHAKENFR  FHHBENRFER
BEMBEHE

o ENXIBEHIARHBEE:

o EHSNEZBEINER  BIUMERRR

o  EINERBENEENTREEEDRE
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reviewed the change of external auditor;

reported to the Board on matters relating to the Audit
Committee under the CG Code;

assisted the Board to evaluate on the effectiveness of
financial reporting procedures and internal control system;

reviewed and assessed the adequacy and effectiveness of
the Group's systems of internal control and risk management
and the effectiveness of the internal audit function and
regularly communicated the monitoring results to the Board,
including advising on identification of connected parties and
formulating relevant policies;

assessed the adequacy of the Group's resources related
to accounting, internal audit, financial reporting and
environmental, social and governance matters, and reported
to the Board regularly;

reviewed the connected and continuing connected
transactions entered into by the Group or subsisting during
the financial year before recommending them to the Board
for approval;

reviewed the utilisation of annual caps on certain continuing
connected transactions of the Group; and

reviewed adequacy and effectiveness of the Group's systems
for anti-corruption policy and whistle-blowing mechanism,
and reviewed the arrangements that employees of the
Company and those who deal with the Company can use, in
confidence, to raise concerns about possible improprieties in
financial reporting, internal controls or other matters.
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NOMINATION COMMITTEE

Currently, the Nomination Committee comprises two non-
executive Directors Mr. Chen Yiyi and Ms. Gan Lu and three
independent non-executive Directors, namely, Mr. Li Shengli,
Mr. Lee Kong Wai, Conway and Mr. Chow Ming Sang. Mr. Chen
Yiyi is the chairman of the Nomination Committee. Following the
resignation of Mr. Lee Kong Wai, Conway from the Nomination
Committee on 1 September 2025 and prior to his re-appointment
on 1 October 2025, the composition of the Nomination Committee
was temporarily non-compliance with Rule 3.27A of the Listing
Rules.

The Nomination Committee reviews the structure, size and
composition of the Board at least annually, taking into account
professional skills, knowledge, experience and diversity
elements such as gender, age, culture, ethnicity and professional
background to assist the board in maintaining a board skills
matrix. In assessing the suitability of candidates, the Committee
considers their qualifications, expertise, independence, integrity,
time commitment, motivation and potential contributions to the
Board as a whole. It identifies and recommends suitably qualified
individuals for directorships, assesses the independence of
independent non executive directors and makes recommendations
on appointments, re appointments and succession planning,
particularly for the Chairman and Chief Executive. The Board
ultimately decides on the selection and appointment of Directors,
taking into account the benefits of a diversified Board. The
Committee also supports the formal evaluation of the Board's
performance every two years and has been provided with sufficient
resources to discharge its duties.

During the year, the Nomination Committee held two meetings
and has reviewed and recommended the structure, diversity, size
and composition (including skills, knowledge and experience) of
the Board. It considered the proposed candidate’s knowledge,
time commitment and industry experience in making its
recommendation to the Board and reviewed the independence
of the independent non-executive Directors. It further assessed
the adequacy of directors’ time commitment and contribution
to the Board as a whole and concluded that all directors had
demonstrated sufficient dedication and active participation,
as evidenced by their attendance, involvement in discussions
and contributions to Board decision-making. It also made
recommendations to the Board on retiring Directors for re-election
at the annual general meeting held on 12 June 2025.
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The amended terms of reference of the nomination committee
adopted on 1 September 2025 are available on the Company
Website and the HKEX Website.

Nomination Policy

The Company adopted a nomination policy for directorship
(the “Nomination Policy”, available on the Company Website)
which supplemental to the terms of reference of the Nomination
Committee. It aims at setting out the processes and criteria for
the nomination of a candidate for directorship in the Company
and ensures that all nominations of Board members are fair and
transparent in order to facilitate the constitution of the Board with
a balance of skills, experience and diversity of perspectives that is
appropriate to the requirements of the Company’s business.

SUSTAINABILITY COMMITTEE

The principal responsibilities of the Sustainability Committee
include evaluating and making decisions on the Group’s
sustainability, environmental, social and governance development
strategies, reviewing the Group's sustainability strategies,
objectives and risk identification and monitoring the performance
of implementing ESG strategies. The Sustainability Committee held
one meeting during the year.

Members of the Sustainability Committee comprise Mr. Sun
Yugang and Mr. Zhu Xiaohui (executive Directors), Mr. Wen
Yongping (non-executive Director) and Mr. Li Shengli and Mr. Lee
Kong Wai, Conway (independent non-executive Directors). Mr.
Wen Yongping is the chairman of the Sustainability Committee.

STRATEGY AND DEVELOPMENT COMMITTEE

The Strategy and Development Committee comprised one
executive Director, Mr. Sun Yugang, two non-executive Directors,
namely, Mr. Chen Yiyi and Ms. Gan Lu, and one independent non-
executive Director, Mr. Li Shengli. The Strategy and Development
Committee is chaired by Mr. Chen Yiyi.

The principal duties of the Strategy and Development Committee
include advising on long-term development strategies and
significant investments of the Group, and conducting studies and
making recommendations on important matters that would affect
the development of the Company.
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AUDITOR’'S REMUNERATION

The Group's external auditors are KPMG. The Audit Committee is
responsible for the appointment of external auditors and reviewing
the non-audit services (including any potential conflict of interest)
performed by the external auditors. The amount of fees charged
by the auditor generally depends on the scope and volume of the
auditor’s work. For the year, the remuneration to the auditor of
the Company were approximately RMB2.6 million (2024: RMB3.0
million) for audit services and RMB2.8 million for non-audit services,
including RMB1.2 million for interim review and RMB1.6 million for
other service (2024:RMB1.5 million, including RMB1.35 million for
interim review and RMBO0.15 million for other service).

DIRECTORS’ AND AUDITOR'’S
RESPONSIBILITIES FOR THE ACCOUNTS

The Directors acknowledge their responsibility to prepare the
consolidated financial statements that give a true and fair view
of the state of affairs of the Group. Meanwhile, the Directors are
responsible for ensuring that appropriate accounting policies
are selected and applied consistently; and that judgments and
estimates made are prudent and reasonable. In preparing the
consolidated financial statements for the year ended 31 December
2025, the requirements of the International Financial Reporting
Standards, International Accounting Standards and Interpretations
(collectively "IFRSs") issued by the International Accounting
Standards Board and the applicable laws were complied with.

The Board was not aware of any material uncertainties relating
to events or conditions that might cast significant doubt upon
the Group's ability to continue as going concern. The Board has
prepared the consolidated financial statements on a going concern
basis.

The reporting responsibilities of external auditors of the Company
are disclosed in “Independent Auditor’'s Report” on pages 121 to
127 of this annual report.

Pursuant to code provision D.1.2 of the CG Code, the management
of the Company has provided all members with monthly updates
giving a fair and understandable assessment of the Company's
performance, financial position and prospects in sufficient detail
to enable the Board as a whole and each Director to discharge his
duties under Rule 3.08 and Chapter 3 of the Listing Rules during
the year.
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RISK MANAGEMENT AND INTERNAL
CONTROL

The Board is responsible for annually reviewing the effectiveness
of the risk management and internal control system of the Group.
The review aims primarily to identify risks, protect the Group's
assets, prevent losses, ensure the accuracy of the Company's
financial reports, and comply with applicable laws and regulations.
The scope of the review will be assessed by the Audit Committee
first, and then recommendations will be made to the Board. The
review covers all material controls, including financial, operational
and compliance controls and risk management functions (including
environmental, social and governance functions). Such review also
considers the adequacy of resources, qualifications and experience
of the staff of the Company in relation to its accounting, finance
and internal audit functions, and their training programmes
and budget. Risk management and internal control review
reports are circulated to the Audit Committee members and the
Board in accordance with the approved monitoring scope and
procedures, so that the Board can confirm the appropriateness and
effectiveness of the Group's risk management and internal control
systems.

During the year, following discussion with and reporting by the
Audit Committee, the Board confirmed that the Group has fulfilled
its responsibilities regarding risk management and internal control
systems and it has also has complied with Code Provision D.2
of the CG Code by establishing appropriate and effective risk
management and internal control systems. The major features of
the risk management and internal control systems are set out as
below:

Risk Management System

The Group adopts a risk management system which manages
the risk associated with its business and operations. The system
comprises the following phases:

o Identification: Identify ownership of risks, business objectives
and risks that could affect the achievement of objectives.

J Evaluation: Analyze the likelihood and impact of risks and
evaluate the risk portfolio accordingly.

o Management: Consider the risk responses, ensure effective

communication to the Board and on-going monitoring of the
residual risks.
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The Directors together with senior management monitor and
assess risk regularly, boost related management standards and
evaluate investment projects, and also report to and confirm with
the Board the effectiveness of its risk management system. Based
on the risk assessments conducted for the year under review,
the management system was confirmed to be effective and no
significant risk was identified.

Internal Control System

The Company has in place an internal control system. The
framework of the system enables the Group to achieve objectives
regarding effectiveness of operations, reliability of financial
reporting and compliance with applicable laws and regulations.
The components of the framework are shown as follow:

o Control Environment: A set of standards, processes and
structures that provide the basis for carrying out internal
control across the Group.

J Risk Assessment: A dynamic and iterative process for
identifying and analyzing risks to achieve the Group's
objectives, forming a basis for determining how risks should
be managed.

J Control Activities: Action established by policies and
procedures to help ensure that management directives to
mitigate risks to the achievement of objectives are carried
out.

J Information and Communication: Internal and external

communication to provide the Group with the information

needed to carry out day-to-day controls.

o Monitoring: Ongoing and separate evaluations to ascertain
whether each components of internal control is present and
functioning.

Internal Audit

Internal audit is an independent function reporting to the Audit
Committee and senior management of the Group. It provides an
independent and objective assurance to safeguard the Group’s
operations. It effectuates a systematic and disciplined approach to
evaluate and improve the Group's process on risk management,
internal control and governance. The risk-based audit plans ensure
that high-risk areas of the Group's operations and resources
are specifically attended to and the scope of the review will be

reviewed annually.
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The Board, through the Audit Committee, reviews whether the key
monitoring areas and monitoring measures are comprehensive
and sufficient in accordance with the Listing Rules. The Audit
Committee and the Board review the effectiveness of the risk
management and internal control systems of the Group and fulfill
the requirement of the CG Code regarding risk management and
internal control systems in general. During the year, the internal
audit department has conducted audit on farms at different regions
of the Group and reported to the senior management. The internal
audit department of the Group has also reviewed the connected
transaction of the Group and report to Audit Committee.

Based on the internal control reviews conducted for the year,
no significant control deficiency was identified, and the financial
internal control system, and risk management system, procedures
and policies are in place.

The Audit Committee is satisfied that the risk management system
and internal control system maintained by the Group are sufficient
to provide reasonable, but not absolute, assurance that the
Group's assets are safeguarded against loss from unauthorized use
or disposition, and that transactions are properly authorized and
proper accounting records are properly maintained.

Handling and Dissemination of Inside Information

The Group has formulated an internal code on Information
Disclosure to ensure the truthfulness, accuracy, completeness and
timeliness of information disclosure of the Group in accordance
with the requirements of the SFO and the Listing Rules. The
Internal Code provides for detailed rules in the following areas.

- basic principles of information disclosure

- information that needs to be disclosed and the criteria
thereof

- duties of the parties responsible for information disclosure

- procedures for the circulation, review and disclosure of
information

- confidentiality of the undisclosed information

- information communication system with investors, securities
analysts and the media, etc.

- accountability and handling measures
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The senior management has reviewed the risk management and
internal control system of the Group for the year and considered
them to be effective and adequate.

The Group will continue to enhance the system to cope with the

changes in the business environment.

DIVIDEND POLICY

Under the Company's dividend policy, the declaration and
payment of dividends shall be determined at the sole discretion
of the Board. The Company’s ability to distribute dividends will
mainly depend on the profits, operating results, cash flow, financial
condition, contractual restrictions and capital requirements. The
remaining profit will be used for the development and operation of
the Group. The Company aims to provide a sustainable dividend
that grows progressively in line with its earnings performance and
long-term growth outlook. The Board makes all dividend decisions
in accordance with those principles set forth in the Company'’s
dividend policy.

The Company's distribution of dividends shall also comply with any
restrictions under the applicable laws of the Cayman Islands, the
laws of Hong Kong, the Listing Rules and the Articles of Association
of the Company, as well as subject to the approval of shareholders
of the Company.

MECHANISMS ENSURING INDEPENDENT
VIEWS AVAILABLE TO THE BOARD

The Company has put in place a mechanism as set out below to
ensure independent views and input are available to the Board
during the year.

Composition of the Board and Board Committees

The Board endeavours to ensure the appointment of at least three
independent non-executive directors (“INED(s)”) and at least one-
third of its members being INEDs (or such higher threshold as may
be required by the Listing Rules from time to time). Apart from
complying with the requirements prescribed by the Listing Rules
as to the composition of certain Board committees, INEDs will
be appointed to other Board committees as far as practicable to
ensure independent views are available.
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Independence Assessment

The Nomination Committee must strictly adhere to the Nomination
Policy and the independence assessment criteria as set out in
the Listing Rules with regard to the nomination and appointment
of INEDs. Each INED is also required to inform the Company as
soon as practicable if there is any change in his/her own personal
particulars that may materially affect his/her independence.

The Nomination Committee is mandated to assess annually the
independence of all INEDs by reference to the independence
criteria as set out in the Listing Rules to ensure that they can
continually exercise independent judgement.

Compensation

No equity-based remuneration (e.g. share options or grants) with
performance related elements will be granted to INEDs as this
may lead to bias in their decision making and compromise their
objectivity and independence.

The Board reviews the implementation and effectiveness of the
above mechanisms on an annual basis.

ANTI-CORRUPTION POLICY

The Company attaches great importance to the construction of
clean government and anti-corruption work. We have established
management systems and set up the discipline inspection office
to implement various requirements on anti-corruption work to
strictly manage corruption issues and ensure that every member of
the Company adheres to the bottom line of business ethics. The
Company has perfected the anti-corruption policy, strictly prohibits
the employees from accepting any form of rebates, agency fees,
facilitation fees and gifts, and strictly prohibits management
personnel from taking advantage of their positions to seek personal
benefits for relatives and specific related persons to prevent
conflicts of interest. The Company strengthens the supervision
and inspection of high-risk nodes and fields, encourages internal
mutual supervision, and continues to carry out training to deepen
the awareness of integrity.
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Whistle-blowing Mechanism

The Group always upholds the practice of integrity and law-
abiding spirit among the Group from all levels. All employees are
fully aware of and supported the importance of anti-corruption.
The Group has a well established whistle-blowing policy which
encourages and allows employees to raise concerns about possible
improprieties in matters of financial reporting, compliance, and
other malpractices at the earliest. Employees can raise concerns,
in confidence, about possible improprieties such as misconduct
and malpractice in any matter related to the Group. Complaints
received will be handled in a prompt and fair manner. The policy
aims at protecting the whistle-blowers from unfair dismissal,
victimisation, and unwarranted disciplinary actions. Anti-corruption-
related trainings are conducted annually among all farms and
subsidiaries. During the year, all employees have received anti-
corruption training, including seminars, online training and publicity
articles. The Group reviews the mechanism and whistle-blowing
policy annually and to ensure its effectiveness.

COMMUNICATION WITH SHAREHOLDERS

Effective Communication

The Company discloses relevant information to Shareholders
through the Company’s annual report and consolidated financial
statements, the interim report, as well as formal meetings including
general meetings. The section under “Chairman's Statement”,
“CEQ'’s Statement” and "Management Discussion and Analysis”
of the annual report facilitate the Shareholders’ understanding
of the Company’s activities. The annual general meeting allows
the Directors to meet and communicate with the Shareholders.
The Company’s consolidated financial statements and each of
the required disclosure of information are dispatched within the
prescribed period imposed by laws and regulations.

To manage its relationship with the investment community, the
Group meets regularly with the press and financial analysts and
participates frequently in other conferences and presentations.

To further promote effective communication, the corporate website
is maintained to disseminate Company announcements and other
relevant financial and non-financial information electronically on a

timely basis.
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During the year, the Board actively engaged with shareholders
through a structured program of communication and dialogue.
Engagements included regular investor briefings, meetings with
institutional investors and participation in industry forums, with a
frequency designed to ensure timely updates on the Company's
strategy, performance and sustainability initiatives. These sessions
involved executive directors, senior management and relevant
functional leaders, providing shareholders with direct access to
issuer representatives. The Board places strong emphasis on
transparency and accountability and follows up on shareholder
feedback by incorporating key outcomes into decision making
processes, reporting cycles and ongoing investor relations
activities. This approach ensures that shareholder perspectives
are considered in shaping the Company's long-term strategy and
governance practices.

Shareholders may at any time send their written enquiries and
concerns to the Company, either by post or facsimiles, together
with his/her contact details, such as postal address, email address
or fax number, via the company secretary whose contact details are
as follows:

The Company Secretary

China Modern Dairy Holdings Ltd.
Room A, 32/F., COFCO Tower
262 Gloucester Road

Causeway Bay, Hong Kong
Telephone: (852) 2851-0525

Fax: (852) 2851-6980

SHAREHOLDERS RIGHTS

Procedure for Shareholders to Convene an Extraordinary
General Meeting

Pursuant to the Articles of Association, any one or more
Shareholders holding not less than one-tenth of the issued share
capital of the Company carrying the right of voting at general
meetings may require an extraordinary general meeting by a
written requisition to the Board or the Company Secretary either
via personal delivery or mail (Attn: Board of Directors/Company
Secretary, at Room A, 32nd Floor, COFCO Tower, 262 Gloucester
Road, Causeway Bay, Hong Kong “Hong Kong Principal Office"”)
or via email (info@moderndairyir.com). The Board shall proceed
duly within 21 days from the date of deposit of the requisition to
convene a general meeting to be held within a further 21 days.
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Procedures for Director’s Nomination and Election by
Shareholders

If a shareholder wishes to propose a person other than a retiring
director for election as a director at a general meeting, the
shareholder should lodge at Hong Kong Principal Office, (a) a
written notice signed by such shareholder (other than the proposed
person) duly qualified to attend and vote at the meeting of his/
her intention to propose such person for election; and (b) a written
notice by the proposed person indicating his/her willingness to be
elected together with the personal information of the proposed
person as required by Rule 13.51(2) of the Listing Rules and consent
of publication of his/her personal information. The period during
which the aforesaid notice may be given shall be seven days (or
such other period as determined and announced by the Board).
Such period will commence on the day after the dispatch of the
notice of general meeting and end no later than seven days prior
to the date of such general meeting. The Company would take
appropriate actions and make necessary arrangements, once valid

notice is received.

Procedures for Sending Enquiries to the Board
Shareholders may send their enquiries requiring the Board's
attention to the Company Secretary at the Company’s Hong Kong
Office. The Company Secretary forwards communications relating
to matters within the Board's purview to the Board.

Procedures for Making Proposals at Shareholder’s Meeting
Shareholders are welcomed to suggest proposals relating to
the operations, strategy and/or management of the Group to
be discussed at general meetings. Proposals shall be sent to the
Board pursuant to the following address via personal delivery, mail
or courier to: Attention: Shareholder Communication, Board of
Directors, Hong Kong Office.

The Board may, in its sole discretion, consider if such proposals
are appropriate and shall be put forward to the Shareholders for
approval at next annual general meeting or at an extraordinary
general meeting to be convened by the Board, as appropriate.
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Voting by Way of Poll

Pursuant to Rule 13.39(4) of the Listing Rules, all votes of the
Shareholders at the annual general meeting must be taken by
poll. The chairman of the meeting will therefore demand a poll
for every resolution put to the vote of the annual general meeting
pursuant to article 14.6 of the Articles of Association. The relevant
details of the proposed resolutions, including biographies of each
Director standing for re-election, will be included in the circular
to Shareholders dispatched together with this annual report.
The Company will announce the results of the poll in the manner
prescribed under Rule 13.39(5) of the Listing Rules.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted a code of conduct regarding securities
transactions by Directors on terms no less exacting than the
required standard set out in the Model Code for Securities
Transactions by Directors of Listed Issuers set out in Appendix C3
of the Listing Rules. Having made specific enquiry of all Directors,
all Directors confirmed that they have complied with the required
standard set out in the code of conduct regarding securities
transactions by Directors adopted by the Company during the year.

INVESTOR RELATIONS

The Company adopts a proactive policy in promoting investor
relations and communications. When the Company announces its
interim and annual results, management will normally meet with
institutional investors, financial analysts and financial media, provide
briefings on the business progress and recent developments of
the Company. The Company has regularly participated in investor
summits and conferences to enhance communication with the
investment community. Investors are welcomed to send their
enquiries to our investor relation at info@moderndairyir.com or
browse the Company’s website (http://www.moderndairyir.com) for
latest update information of the Group. Therefore, the Company
has reviewed the implementation and effectiveness of the above
shareholders’ communication policy conducted during the year
and is satisfied that the policy has been implemented effectively.
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REPORT OF THE DIRECTORS
EEEWREE

The board of directors of the Company (the “Board”) is pleased to
present its report together with the audited consolidated financial
statements of the Company and its subsidiaries (collectively, the
“Group” or "we/us") for the year ended 31 December 2025 (the
“year"” or “2025") which were approved by the Board on 24 March
2026.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding.
The principal activities of its subsidiaries are mainly engaged in
production and sales of premium raw milk, trading, production and
sales of feeds.

With the support of the solid core business of raw milk, the Group
has been expanding into feeds, forage grass, intelligent digital
platforms, breeding and other businesses in a steady and orderly
manner, effectively adjusting the resource utilization during the
year, and resulting in two major business segments: (1) the raw milk
business, and (2) the integrated dairy farming solutions business.
The synergistic benefits between the segments are maximized
following the consolidation of businesses, laying a solid foundation
for the Group's high-quality and sustainable development.

The particulars of the subsidiaries are set out in note 17 to the
consolidated financial statements.

CONSOLIDATED FINANCIAL STATEMENTS
The results of the Group for the year and the state of affairs of
the Company and the Group as at that date are set out in the
consolidated financial statements and the notes on pages 128 to
290.
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BUSINESS REVIEW

The business review of the Group, including a fair review of
the Group's business, a description of the principal risks and
uncertainties faced the Group, particulars of important events
affecting the Group that have occurred since the end of the
financial year, an indication of likely future development in the
Group's business, key performance indicators, environmental
policies and performance, and the Group's key relationships with
its employees, customers and suppliers and others that have a
significant impact on the Group and on which the Group's success
depends, is set out in the sections of this annual report headed
“Chairmen’s Statement”, "CEQ’s Statement”, "Management
Discussion and Analysis”, "Corporate Governance Report” and in
the notes to the financial statements.

Other than financial performance, the Group believes that a high
standard of corporate social responsibility is essential for building
up a good corporate and social relationship and motivating
staff and creating a sustainable return to the Group. We are
committed to contributing to the sustainability of the environment
and community in which we conduct business and where our
stakeholders live.

SHARE CAPITAL

Details of the movement in the share capital of the Company
during the year are set out in note 37 to the consolidated financial
statements.

COMPLIANCE WITH LAWS AND REGULATIONS

The Group’s main operations are carried out by the Company’s
subsidiaries operating in the PRC while the Company itself is
incorporated in Cayman Islands its shares listed on the Main Board
of The Stock Exchange of Hong Kong Limited (the “Hong Kong
Stock Exchange”). The Group's operations are mainly regulated by
the applicable laws and regulations of Cayman Islands, Hong Kong
and PRC. For the year ended 31 December 2025 and up to the date
of this report, the Board was not aware of any non-compliance with
the relevant laws and regulations that have a significant impact on
the Company.

Please refer to the discussions in this report and the “Corporate

Governance Report” for further details on the Group’s compliance
with the relevant laws and regulations.
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CORPORATE GOVERNANCE

In view of the Board, the Company has applied the principles and
complied with all the code provisions of the Corporate Governance
Code as set out in Appendix C1 to the Listing Rules the year under
review. Details of the Company’s work in corporate governance
during the year are disclosed in the "Corporate Governance
Report” on pages 58 to 87 of this annual report.

ENVIRONMENTAL POLICIES AND
PERFORMANCE

The Group strictly endeavoured to comply with laws and
regulations regarding environmental protection and adopted
effective environmental technologies to ensure our products meet
the required standards and ethics. A discussion on the Group’s
environmental policies and performance is contained in the
Environmental, Social and Governance Report (“"ESG Report”)
prepared in accordance with the ESG Reporting Guide of Stock
Exchange will be released separately in April 2026.

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

Save as disclosed in this report, neither the Company nor any of
its subsidiaries purchased, redeemed, cancelled or sold any of
the Company'’s listed securities during the year. The trustee of
the share award scheme of the Company, pursuant to the rules of
which, purchased on the open market of the Main Board of the
Hong Kong Stock Exchange a total of 40,919,000 (2024: 71,585,000
shares) ordinary shares of the Company, which served as restricted
shares at a consideration of approximately HK$51,189,240
(equivalent to RMB46,784,000) (2024: HK$57,494,000 (equivalent to
RMB52,590,000)).

DIVIDEND
The Board did not recommend the payment of final dividend (2024:
RMBO0.0122).

No interim dividend was paid during the year (2024: nil).
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CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from
Tuesday, 2 June 2026 to Friday, 5 June 2026 inclusive, for the
purpose of ascertaining shareholders’ eligibility to attend and vote
at 2026 AGM. In order to be eligible to attend and vote at 2026
AGM, all transfer documents accompanied by the relevant share
certificates must be lodged for registration with the Company’s
branch share registrar and transfer office, Computershare Hong
Kong Investor Services Limited at Shops 1712-1716, 17th Floor,
Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong
not later than 4:30 p.m. on Monday, 1 June 2026. The record date
for ascertaining shareholders’ eligibility to attend and vote at 2026
AGM is Friday, 5 June 2026.

DONATIONS

Charitable and other donations made by the Group during the
year amounted to approximately RMB3.01 million (2024: RMB2.33
million).

RELATIONSHIPS WITH EMPLOYEES

The employees of the Group are one of the most important assets
and stakeholders of the Group and their contribution and support
are values at all times. The Group regularly reviews compensation
and benefits policies accordingly to industry benchmark as well as
the individual performance of employees. Other fringe benefits,
mandatory provident fund, share options, restricted share award,
employee partnership program and cash-based incentive award
are provided to retain loyal employees with the aim to form a
professional staff and management team that can bring the Group
to different levels of success.

RELATIONSHIPS WITH SUPPLIERS

The Company adopts an open, fair and impartial procurement
policies, and takes the lead in formulating industry standards
as a win-win approach for a healthy development of the dairy
industry. The quality and safety of feed are always our primary
consideration. We have established long-term cooperation
relationship with a number of suppliers, and strived to ensure that
they are in compliance with our undertaking on quality and ethics.
We require the suppliers to observe our undertaking on integrity.
We have stringent requirements in supplier selection and that
they must satisfy the qualification requirements in quality, safety,
nutrients, historical record and overall performance etc. and pass
our constant examination and evaluation before becoming our
qualified suppliers.
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RELATIONSHIPS WITH CUSTOMERS

To provide high quality products and services to customers are
always our mission. Customers’ need and demand are always
our top consideration. With the increase of income and the
popularization of health concepts, the demand of dairy products
is increasingly augmented with a growing tendency for diversified
products.

We, together with Mengniu Group expand the sales network and
increase sale forms, setting up outlets in large supermarkets. By
doing so, we hope to gradually develop customers, deliver our
fresh milk products in time, and meet consumers’ demand.

PERMITTED INDEMNITY PROVISION

Pursuant to the Company’s Articles of Association, every
Director shall be entitled to be indemnified out of the assets of
the Company against all loss or liabilities (to the fullest extent
permitted by the Companies Law of the Cayman Islands) which he/
she may sustain or incur in or about the execution of the duties of
his/her office or otherwise in relation thereto. The Company has
arranged appropriate directors’ and officers’ liability coverage for
the Directors and officers of the Company.

REMUNERATION OF THE DIRECTORS

The remuneration of each Director is determined with reference
to the duties, responsibilities, performance of the Directors, the
results of the Group and the prevailing market rate.

Details of the remuneration of the Directors are set out in note 10
to the consolidated financial statements.

CORPORATE GOVERNANCE PRACTICES

Details of the Company’s corporate governance practices are set
out in page 58 of this annual report.

DISTRIBUTABLE RESERVES

Details of the movements in the reserves of the Group and of the
Company during the year are set out in the consolidated statement
of changes in equity on pages 132 to 133 and note 37 to the
consolidated financial statements. The Company'’s distributable
reserves, calculated in accordance with the Companies Law of
Cayman Islands, amounted to approximately RMB7,629.3 million as
at 31 December 2025 (2024: RMB7,716.9 million).
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FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the
Group for the last five financial years is set out on pages 291 to 292.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in the property, plant and equipment
of the Group are set out in note 13 to the consolidated financial
statements.

INTEREST-BEARING BORROWINGS

Particulars of the interest-bearing borrowings of the Group as
at 31 December 2025 are set out in notes 28, 29 and 30 to the
consolidated financial statements of this annual report.

MAJOR CUSTOMERS AND SUPPLIERS

The turnover attributable to the Group's primary customers,
Mengniu Group, accounted for approximately 73.0% (2024: 72.6%)
of the Group's total turnover for the year. The Group's five largest
customers contributed in aggregate 81.1% (2024: 79.6%) of the
Group's total turnover for the year.

During the year, the five largest suppliers of the Group in
aggregate represented 18.6% (2024: 14.5%) of the Group’s total
purchases. Purchases from the largest supplier accounted for
approximately 5.9% (2024: 4.0%) of the Group's total purchases.

Save as disclosed under the paragraph headed “Continuing
Connected Transactions” and the interest in Mengniu of Mr. Chen
Yiyi, Mr. Zhang Ping and Mr. Wen Yongping as disclosed in the
section headed "Directors’ and Chief Executives’ Interests and
Short Positions in Shares, Underlying Shares and Debentures”
below of this report, none of the Directors or any of their associates
or any shareholder (which, to the best knowledge of the Directors,
owns more than 5% of the Company’s share capital) had any
beneficial interest in the Group's top five largest customers and
suppliers.
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DIRECTORS

The Directors during the year ended 31 December 2025 and up to
the date of this report were:

Executive Directors
Mr. Sun Yugang (Chief Executive Officer)
Mr. Zhu Xiaohui (Chief Financial Officer)

Non-executive Directors
Mr. Chen Yiyi (Chairman of the Board,
appointed on 1 September 2025)
Mr. Zhang Ping
Mr. Zhao Jiejun (Chairman of the Board)
(resigned on 1 September 2025)
Mr. Wen Yongping (appointed on 1 October 2025)
Ms. Gan Lu

Independent Non-executive Directors
Mr. Li Shengli (Lead INED)

Mr. Lee Kong Wai, Conway

Mr. Chow Ming Sang

By virtue of Article 17.2 of the Articles of Association, the Board
shall have power from time to time and at any time to appoint any
person as a Director either to fill a casual vacancy or as an addition
to the Board. Any Director so appointed shall hold office only
until the next following annual general meeting of the Company
and shall then be eligible for re-election at that meeting. Mr. Wen
Yongping had been appointed by the Board as a non-executive
Director on 1 October 2025. As such, Mr. Wen Yongping shall
be eligible to offer himself for re-election at the Annual General
Meeting.

In accordance with Article 17.18 of the Articles of Association of the
Company, Mr. Chen Yiyi, Ms. Gan Lu and Mr. Li Shengli retire by
rotation and, being eligible, offer themselves for re-election at the
forthcoming 2026 AGM as at the date of this report.
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Long Servicing INEDs

Mr. Li Shengli has served as independent non-executive Directors
for more than 9 years and re-election of him will be subject to a
separate resolution to be approved by the Shareholders pursuant
to the Listing Rules. The Company has received from each of the
independent non-executive Directors, including Mr. Li Shengli, a
confirmation of independence pursuant to Rule 3.13 of the Listing
Rules. As independent non-executive Directors with in-depth
understanding of the Company’s operations and business, Mr.
Li Shengli has expressed objective views and given independent
guidance to the Company over the years, and he continues to
demonstrate a firm commitment to his roles. The Board considers
that the long service of Mr. Li Shengli would not affect his exercise
of independent judgement and is satisfied that Mr. Li Shengli
has the required character, integrity and experience to continue
fulfilling the role of an independent non-executive Director. The
Board considers the re-election of Mr. Li Shengli as an independent
non-executive Director is in the best interest of the Company and
the Shareholders as a whole.

The Company considers that all the independent non-executive
Directors are independent pursuant to the criteria set out in Rule
3.13 of the Listing Rules and that a confirmation of independence
has been received from each of them.

Biographical Details of Directors and Senior Management
Biographical details of the Directors and the senior management of
the Group as at the date of this annual report are set out on pages
49 to 57.

Directors’ Services Contracts

None of the Directors being proposed for re-election at the 2026
AGM has a service contract which is not determinable by the
Company or any of its subsidiaries within one year without payment
of compensation, other than normal statutory obligations.
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DIRECTORS’ INTERESTS — LONG AND SHORT
POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 31 December 2025, the interests and short positions of
the Directors and the chief executives of the Company and
their respective associates in the shares, underlying shares and
debentures of the Company or its associated corporations (within
the meaning of Part XV of the Securities and Futures Ordinance
(Chapter 571 of the laws of Hong Kong) (the “SFO")) as recorded in
the register required to be kept by the Company under Section 352
of the SFO or as otherwise notified to the Company and the Hong
Kong Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code")

were as follows:

Long Positions in the Shares and Underlying Shares of the
Company

EEED -RRY - HEAROKES
MEFRRKXR

R2025F12A31H » EFERARAEETHRAE
MEEZENBEARNARARRERE 2B (E&
BHRHE RN (EEEESNE)((FEFRH
BB EXVED R - BN REHF - ¥
BERBEERRPEEHIEIS2EBAELRAR A
GFEMZEMOES AR  RE EMEITA
EEHETELRR SR ESTRI([ZE<FA]) BN
EARNANEBHRIFINERABINT ¢

RAEATRGREERDWER

Number of Approximate

Shares or percentage of

underlying shareholding

Name of Director Nature of interest Shares interest

[ 8vies IREBN

EEpg EHMTE HERGHE ER 4

Mr. Sun Yugang Beneficial owner 19,872,000 0.25%
FEEM & A ERFAA

Mr. Zhu Xiaohui Beneficial owner 12,486,593 0.16%
R IE S A EnFAA
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Interest in Associated Corporation
Long positions in the shares of the associated corporation are set
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out below:
Number of Approximate
shares in percentage of
associated shareholdings
Name of Director Name of associated corporation corporation interest
RAEBEE REBY
EEnA HEEE RS R 8 E Bk
Mr. Chen Yiyi Nete China Mengniu Dairy Company Limited 1,360,604 0.04%
BR % — S PRERFIEFRAA
Mr. Zhang Ping China Mengniu Dairy Company Limited 857,707 0.02%
RFRE PERFIAEXERAT
Mr. Wen Yongping ot China Mengniu Dairy Company Limited 657,915 0.02%
SR S A PRERFIEFRAA
Note: BHsE

Mr. Chen Yiyi, Mr. Wen Yongping and Mr. Zhang Ping are non-executive
Directors of the Company. Mr. Chen Yiyi, is a vice president and head
of strategy management of Mengniu Group, and is responsible for the
strategic and investment management of Mengniu Group. Mr. Wen
Yongping is a vice president and the head of research and development
and innovation worldwide of Mengniu Group. Mr. Zhang Ping was the vice
president and chief financial officer of Mengniu Group until 1 September
2025. As at the date of this report, Mengniu holds 56.36% of the issued
share capital of the Company.

Save as disclosed above, as at 31 December 2025, none of the
Directors and the chief executives of the Company and their
respective associates had any interests and short positions in the
shares, underlying shares and debentures of the Company or any
of its associated corporations (within the meaning of Part XV of
the SFO) as recorded in the register of the Company required to
be kept under Section 352 of the SFO or as otherwise notified to
the Company and the Hong Kong Stock Exchange pursuant to the
Model Code.
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DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENT OR CONTRACTS

No transaction, arrangement or contract of significance in
relation to the Group's business to which the Company or any
of its subsidiaries was a party and in which a Director or an entity
connected with a Director (as defined under section 486 of the
Companies Ordinance (Chapter 622 of the laws of Hong Kong))
had a material interest, whether directly or indirectly, subsisted at
the end of the year or at any time during the year.

CONVERTIBLE SECURITIES, WARRANTS,
OPTIONS OR SIMILAR RIGHTS

Proposed Issuance of Unlisted Options under Specific
Mandate

Pursuant to the option agreement dated 1 February 2024 (the
"Option Agreement”) entered into between the Company
and China Agricultural Reclamation Industry Development Fund
(Limited Partnership) (FEIREEXERES(BRE %) (“"China
Agricultural”), the Company agreed to grant an option to China
Agricultural to subscribe for the option shares at the exercise
price as set out in the Option Agreement. Assuming that the
total subscription amount of the option shares is RMB400 million
(or the equivalent amount in HK$) at the option exercise price of
HK$2.06, the number of shares to be issued to China Agricultural
is 322,470,866 shares upon full exercise of the option based on the
exchange rate of HKD1:RMB0.90322 on 31 December 2025.

For further details, please refer to the announcement of the
Company dated 1 February 2024 and the circular of the Company
dated 26 April 2024.

Save as disclosed above, there is no conversion or subscription
rights under any convertible securities, warrants or options or
similar rights issued or granted by the Company or any of its
subsidiaries during the year or subsisted at the end of the year. In
addition, no equity-linked agreements were entered into by the
Company, or existed during the year.
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EVENTS AFTER THE REPORTING PERIOD

Reference is made to (i) the announcement issued by the
Company on 30 October 2025 regarding, among others, the
possible mandatory conditional cash offer by CLSA Limited, for
and on behalf of the Company, to acquire all the issued shares of
China Shengmu Organic Milk Limited (“CSM") (other than those
already owned or agreed to be acquired by the Company and
Start Great Holdings Limited) (the “Rule 3.5 Announcement”),
(i) the announcement jointly issued by the Company and CSM
on 20 November 2025 regarding the extension of the latest time
for despatch of the Offer Document, (iii) the announcements
jointly issued by the Company and CSM on 19 December 2025
and 19 January 2026 in relation to monthly update on the Offer,
(iv) the circular issued by the Company on 24 December 2025 in
connection with the transactions contemplated under the Share
Purchase Agreements and the Offer (the “CMD Circular”) and (v)
the announcement issued by the Company on 16 January 2026
in relation to the poll results of the Company EGM (the “16 Jan
Announcement”).

As disclosed in the Rule 3.5 Announcement, the making of the
Offer is subject to the SPA Completion having taken place under
any Share Purchase Agreement, and the SPA Completion is in turn
subject to satisfaction or (if capable of being waived) waiver of all
the conditions precedent (as set out in the Rule 3.5 Announcement)
on or prior to the Long Stop Date. Since the publication of the Rule
3.5 Announcement, the Company has been actively taking steps
in connection with the satisfaction of aforementioned conditions
precedent. As set out in the 16 Jan Announcement, the requisite
approval by the Company’s Independent Shareholders has been
obtained at the Company’'s EGM held on 16 January 2026. As
at the date of this report, other than the conditions as set out in
paragraphs (d) and (e) under the section headed “Conditions of the
Share Purchase Agreements” in the Rule 3.5 Announcement, no
other conditions precedent under the Share Purchase Agreements
have been satisfied or (if capable of being waived) waived.

Further announcement(s) will be made in accordance with the

Listing Rules and the Takeovers Code (as the case may be) on the
status and progress of the Offer as and when appropriate.
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As the acquisition has not been completed as at the date of this
report, the transaction has no impact on the consolidated financial
position or performance of the Group for the year ended 31
December 2025. Due to the ongoing nature of the acquisition, it
is not yet practicable to provide a reliable estimate of the financial
effect of the acquisition on the Group’s future consolidated
financial statements.

Save as disclosed above, no other material events occurred during
the year and up to the date of this report.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of
the whole or any substantial part of the business of the Group were
entered into or existed during the year.

EQUITY-LINKED AGREEMENTS

Save for the share incentive scheme as set out below and the
Proposed Issuance of Unlisted Options under Specific Mandate
under the section "CONVERTIBLE SECURITIES, WARRANTS,
OPTIONS OR SIMILAR RIGHTS"”, the Company has not entered
into any equity-linked agreement during the year ended 31
December 2025.

SHARE AWARD SCHEMES

On 26 March 2018 the Company adopted a share award scheme
(the “"Share Award Scheme”) which shall remain effective for ten
years. The goal of the share award schemes are to motivate the
employees to maximize the value of and share the results with
the Company in order to achieve sustainable development of the
Group.

(@) The purpose of the Share Award Scheme
The purpose of the Share Award Scheme is to recognise and
motivate the contribution of certain members of management
of the Group and to provide incentives and help the Group
in retaining its existing members of management and to
provide them with a direct economic interest in attaining the
long-term business objectives of the Group.

(b) Eligible Participants
The eligible participants include all members of the middle
and senior management of any member of the Group.
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Maximum number of shares available under the Share
Award Scheme

The maximum number of Shares which may be purchased
by the scheme trustee each year is set at 1% of the number
of issued ordinary shares of the Company at the preceding
annual general meeting.

The maximum number of share award that may be granted
under the Share Award Scheme in aggregate shall be such
number of Shares held or to be held by the scheme trustee
from time to time.

As at 31 December 2025, the trustee of the Share Award
Scheme held 100,117,598 shares of the Company that had
not been vested under the Share Award Scheme (representing
approximately 1.26% of the issued shares of the Company) as
at the date of this report.

The Share Award Scheme shall be subject to the
administration of the Board and the scheme trustee in
accordance with the scheme rules and the trust deed
between the Company and the scheme trustee. The scheme
trustee is an independent third party of the Company.

Maximum entitlement of each eligible participant
under the Share Award Scheme

There is no specific limit on the maximum entitlement of each
participant under the Share Award Scheme. Accordingly, the
maximum entitlement of each participant is subject to the
limits imposed under the Listing Rules.
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Vesting and Payment

Subject to the terms and condition of the Share Award
Scheme, upon fulfillment of all vesting conditions (if any) as
specified in the scheme rules of the Share Award Scheme
(the “Scheme Rules”) and the grant notice (as the case may
be), the respective awarded shares (the "Awarded Shares”)
held by the scheme trustee pursuant to the provision of the
Scheme Rules shall vest in such selected participants (the
“Selected Participants”) on such date(s) determined in
accordance with the vesting schedule as set out in the grant
notice or otherwise as communicated by the Company to the
Selected Participant. The Awarded Shares will be transferred
to such Selected Participant (or his nominee) by the scheme
trustee on the vesting date.

Selected Participants are not required to pay purchase price
for the Awarded Shares granted under the Share Award
Scheme.

Period of the Share Award Scheme and Termination
The Share Award Scheme shall be effective from the adoption
date, being 26 March 2018, and shall continue in full force
and effect for an initial term of ten (10) years.

The Share Award Scheme shall terminate on the tenth
anniversary of the adoption date or such earlier date as
determined by the Share Award Authorised Representatives'
sole discretion. No further Award Shares shall be granted
after the termination of the Share Award Scheme but such
termination shall not affect any Award Shares previously
granted.

Voting Rights

Unless otherwise specified in the Share Award Scheme or the
grant letter, an eligible participants under the Share Award
Scheme is not entitled to exercise voting rights, receive
dividends or dividend equivalents, and will not have any
other rights of a shareholder until the Shares are issued or
transferred to him or her. The Trustee shall not exercise any
voting rights in respect of the Shares held under the Trust.
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MOVEMENT OF THE SHARE AWARD DURING
THE YEAR

Details of the Awarded Shares and their movements during the
year are set out below:
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FEERDEBNED

FREBBROFBERESHWT

No. of No. of Vesting Date of
Share During the year Share Share Award Weighted
Award £ Award R RBSRAS Average Average
Unvested Unvested Purchase  Closing Price ~ Closing Price
as of asat Priceof Immediately Immediately
1.1.2025 31.12.2025 Share  Beforethe  Before the
R2025% H2025%  Bybatch: Bybatch:  Awards Date of ~ Vesting Date
1818 12318 A M (vested) Grant  REEE
Name of Grantee or Dateof  HAHE Cancelled/  HREE First ~ Second  REER  REET BRI
Type of Grantees  Type Grant ~ BAEM  Granted  Vested  Lapsed RAEE [:}i4 M THIREE BEEH  METH
EET AR RERAZBSEN  RABH #A BEF EHE SHEAN €] 50% 50% (EREHD) KEE K&
(HKS) (HKS) (HKS)
(B7) (#7) (#7)
Directors Sun Yugang 28/4/203 2,805,000 - (2805000 - - W04 28042025 086 09 104
£ BEE 3412024 5,770,000 - (25965000 (5770000 2596500 34025 342026 086 068 108
8/4/2025 - 4635000 - - 4635000 8412006 BN NIATER 09  NIAMTER
Zhu Xiaohui 2042003 1,636,500 - (1,636500) - - 200412004 28/4/2025 0.86 099 1.04
KEE 342024 3400000 - (15300000 (3400000 1,530,000 Y4025 341202 0.86 0.68 1.08
8/4/2025 - 2618000 - - 2,618,000 842026 842001 NIAMER 09 NATER
Other Grantees  Five highest paid 28/4/203 6,661,500 - (6661500 - - 024 28/42025 086 09 104
EHERTA individuals 342024 13977000 - (62896500 (13977000 6289650 342025 34202 086 068 108
in aggregate 8/4/2025 - 11,451,000 - - 11,451,000 8/4/2006 A0 NIATER 09 NIAMNER
(excluding Directors)
BEREHMAL
A (FREES)
Other employees 2/4/203 22,216,708 - (20921600 (1,295,102 - 2842024 281412005 086 099 104
Bt 3402024 54,796,000 - (3322319 (7,903,075 23570550 342025 3412026 086 0.68 1.08
8/4/2025 - 46613000 = (1,336,000 45,277,000 842006 842001 NIAMER 09 NARER
111262708 65317000 (65763131) (12848,877)  97.967,700

During the year, the Board granted a total of 65,317,000 (2024:
79,042,000) Awarded Shares under the Share Award Scheme to
165 middle and senior management personnel of the Group, and
of which 4,635,000 (2024: 5,770,000 Awarded Shares) and 2,618,000
(2024: 3,400,000 Awarded Shares) were granted to Mr. Sun Yugang
and Mr. Zhu Xiaohui, respectively, both of whom are executive
Directors of the Company. The fair value of an Awarded Share as at
8 April 2025, being the date of grant, was HK$0.99 per Share. The
fair values of the Awarded Shares were determined based on the
market price of the Company’s Shares on the grant date.
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The performance targets attached to the Awarded Share granted
are mainly based on the annual revenue, profit attributable to
owners of the Company, cash flow and other financial indicators
of the Group. The fair value of the shares granted was calculated
based on the market prices of the Company's shares at the
respective grant dates. No dividend was to be considered.

For details of the Share Award Scheme, please refer to the
Company’s announcement dated 27 March 2018. Further details
of the share award schemes are also set out in note 36 to the
consolidated financial statements.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES
OR DEBT SECURITIES

Other than as disclosed under the section headed “Share Award
Schemes” above, at no time during the year was the Company or
any of its subsidiaries a party to any arrangement to enable the
Directors or chief executives of the Company to have any right to
subscribe for securities of the Company or any or its associated
corporations as defined in the SFO or to acquire benefits by means
of acquisition of shares in, or debentures of, the Company or any
other corporate.
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UPDATE ON INFORMATION OF DIRECTORS
PURSUANT TO RULE 13.51B(1) OF THE
LISTING RULES

Mr. Zhao Jiejun has resigned as a non-executive Director, the
chairman of the Board, and the chairman of the Nomination
Committee and the Strategy and Development Committee of
the Company with effect from 1 September 2025. Mr. Chen Yiyi
was appointed as the chairman of the Board, and the chairman of
the Nomination Committee and the Strategy and Development
Committee of the Company on the same date.

With effect from 1 September 2025, Mr. Zhang Ping has resigned
from his role as a vice president and the chief financial officer of the
Mengniu Group, due to the reach of retirement age.

Mr. Wen Yongping was appointed as a non-executive Director
and the chairman of the Sustainability Committee with effect
from 1 October 2025. He obtained the legal advice as required
under Rule 3.09D of the Listing Rules on 30 September 2025 and
confirmed that he understood his obligations as Director.

Mr. Li Shengli, independent non-executive Director, was
designated as the lead independent non-executive Director (“Lead
INED") by the Board on 25 March 2025.

Mr. Chow Ming Sang ceased to be an independent non-executive
director of Teamway International Group Holdings Limited with
effect from 31 August 2025.

Mr. LEE Kong Wai, Conway ceased to be an independent non-
executive director of GCL New Energy Holdings Limited with effect
from 2 November 2025.

Save as disclosed above, there were no changes in the information
of Directors since the date of this report and the Company’s
announcement, in relation to, among others, the resignation,
appointment and re-designation of Directors, which are required to
be disclosed pursuant to Rule13.51B(1) of the Listing Rules.
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DISCLOSEABLE INTERESTS AND SHORT BEXERPEXRIINKRREFIESE
POSITIONS OF SHAREHOLDERS UNDERTHE HEZR XA
SFO

As at 31 December 2025 the interests or short positions of #2025 12H318 » TEWRR(ESHA LA E
substantial Shareholders, other than the Directors or the chief BT ABREES BB EABRINRAR A
executives of the Company and their respective associates, in ~ HiFBSEAE (F & 7% F K E KO EXVER) A9
the shares, underling shares and debentures of the Company or 17 * HHEEMR ) REH T B RIEEFH K BHE &
its associated corporations (within the meaning of Part XV of the  F336FEE RN E R MAERI AR T
SFQO), as recorded in the register required to be maintained under

Section 336 of the SFO were as follows:

Percentage of
the Company’s

Number issued Share
Name of substantial shareholders Capacity/Nature of interest of Shares Capital®
¥ N
ERITRAE
TERFER E27Vg +:1:3-1 [igniy-4= EpalA2
China Mengniu Dairy Company Limited Beneficial 1,246,079,369V 15.74%
interest
HERFIERRAA EnmEn
Interest in controlled corporation (through 3,214,962,5130 40.62%
Future Discovery Limited™)
R EE R
(i#3BFuture Discovery Limited™)
BNP PARIBAS S.A. Interest in controlled corporation (through 1,006,007,2850 12.71%
BNP PARIBAS S.A., BNP PARIBAS 566,081,921 7.15%
FINANCIAL MARKETS and BNP PARIBAS
SECURITIES CORP.)

TPEH AR (B BBNP PARIBAS S.A. »
BNP PARIBAS FINANCIAL MARKETS }2BNP
PARIBAS SECURITIES CORP.)
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Name of substantial shareholders
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Capacity/Nature of interest

51/ REME

=

Number
of Shares

ROBE

GHEE

Percentage of
the Company'’s
issued Share
Capital?
RN
BERTRE
B

New Hope Dairy Co., Ltd.

HHLIAXBDAERAR

New Century Ltd.

Liu Chang

GGG Holdings Limited

Central Huijin Investment Ltd.

FRESREFREMELRT

Bank of China Limited

FERITRO AR AT

“ECASFE PEARKURERERAR

Interest in controlled corporation
(through GGG Holdings Limited)
REHEEER
(i#1BGGG Holdings Limited)

Interest in controlled corporation (through
GGG Holdings Limited)
RIERERER
(#1BGGG Holdings Limited)

Interest in controlled corporation
(through GGG Holdings Limited)
RIEHERER
(#EBGGG Holdings Limited)

Beneficial interest

e

EankEn

Interest in controlled corporation (through
BOCI Financial Products Limited)

REHEEER
ERPREKERERERAR)

Interest in controlled corporation

(through BOCI Financial Products Limited)

REthxERER
(ERTFRERERERERAF)

635,345,763"

635,345,763

635,345,763"

635,345,763

568,181,818"

568,181,818

568,181,818V

568,181,818

8.03%

8.03%

8.03%

8.03%

7.18%

7.18%

7.18%

7.18%
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Percentage of
the Company'’s

Number issued Share

Name of substantial shareholders Capacity/Nature of interest of Shares Capital?

EARAT

ERITRAE

FTERRERE B,/ REEnE RAEE BAk?

BOC International Holdings Limited Interest in controlled corporation (through 568,181,818% 7.18%

BOCI Financial Products Limited)

HERBIRR AR A IR A B i NEl o 568,181,8189 7.18%
(BERPEERSRERBRAA])

BOCI Financial Products Limited Beneficial interest 568,181,818 © 7.18%

TR e RERARAA EmEn 568,181,818 © 7.18%

MGD Holdings Interest in controlled corporation (through 400,000,000© 5.05%

Daher Capital LTD and DFG Limited)

REH)EEER (BB

Daher Capital LTD and DFG Limited)

Notes:

Among which up to 568,181,818 Shares have been lent to BOCI Financial
Products Limited pursuant to a securities lending agreement dated June 8,
2023 entered into between Mengniu as lender and BOCI Financial Products
Limited as borrower. As at the date of this report, the number of Shares that
had been lent to BOCI Financial Products Limited was 568,181,818. Among
which 3,214,962,513 Shares were held through Future Discovery Limited, a
subsidiary of Mengniu.

(1) Future Discovery Limited is a subsidiary of Mengniu.

(2) Based on 7,915,662,048 Shares in issue as at 31 December 2025.

(3) (S) Indicates a short position.

4) (L) Indicates a long position.

Save as disclosed above, the Company had not been notified of
any other interests or short positions in the shares or underlying
shares representing 5% or more of the issued share capital of the
Company or as recorded in the register required to be maintained
under Section 336 of the SFO as at 31 December 2025.
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CONTINUING CONNECTED TRANSACTIONS

During the year, the Group conducted the following transactions
with certain connected persons of the Company including
Mengniu, the controlling shareholder of the Company, and its
subsidiaries (collectively the “Mengniu Group"”) and Mengniu’s
associates. These transactions constituted connected transaction
or continuing continued transactions and are subject to reporting
requirements under Chapter 14A of the Listing Rules.

Off-Take Agreement

The Company started to sell raw milk to Mengniu Group in 2006,
and in 23 October 2008 following arm’s length negotiations,
Modern Farming entered into an off-take agreement (the "Off-
Take Agreement”) with Inner Mongolia Mengniu Dairy (Group)
Company Limited (“Inner Mongolia Mengniu"), pursuant to which
the Company shall supply raw milk to Inner Mongolia Mengniu.

Date: 24 October 2008

Parties: (i) Modern Farming, a non — wholly owned

subsidiary of the Company

(i) Inner Mongolia Mengniu, a non-wholly
owned subsidiary of Mengniu

Nature of the
Transaction:

Modern Farming shall supply raw milk to Inner
Mongolia Mengniu.

Committed
Purchase:

Both parties shall start to discuss estimates
of annual supply three months prior to the
beginning of each calendar year.

Should the parties fail to reach an agreed
amount, Modern Farming shall be entitled to
require Inner Mongolia Mengniu to purchase,
subject to certain limitations, all of its raw milk
production in the upcoming calendar year.

Right to sell to
other parties:

Modern Farming may sell up to 30% of its
raw milk produced daily at each dairy farm to
third parties at its discretion, except to two
of Mengniu's competitors. Other than the
aforesaid, the Off-Take Agreement contains no
other restrictions on Modern Farming's sales of
raw milk to third parties or development of its
own dairy products.

“ECASFE PEARKURERERAR

REPORT OF THE DIRECTORS
SEEHEE

FRN - AEFEEARBAETHEEALTHEUATR
5 BRESE(RRARHERRR) REHMERQE (5K
BEBRFEBNULTENBEA - ZERXHIE
KTHRERXSRIFEBEIZ W /AET EmRE
FIAERERIRIAT ©

AT R
RARR2006FHIAASFEBEERY - MR
20081023 AP hERg14 - AR (=EH)
HRASHEFAEEEBROERARTAES
DT ABEEER S ((RBRERE]D @ &
it ARBARANRESEHERY

HHA - 200810824 H
HESP iy IMARHMEER)(KRQFIHIE
2EWNBRAR)
iy RNELHRF(EENEZER
B A
RSHME : BAKEEBR)ERARHRFH
FEIRYY o
AHEEE . FNEHFERSEFHEBI=EA
IR mATFEHRES -
MATHI A R ER B ESRE - AR
WEGEBEBERERATHERFE
AETRAHATEEER T —EBEFH
2EHFRPES ©
MEMETY BRENMBFEFEFI - BRK
FHER EEB)IHBREF-ZAFHEES
R BEHSERAENRTAZ0% - B

LaESN - ABEEGEL EEE
RARHUE(GEE)RFE=THERD
KEMEBRILmaEMRS -

109



Pricing:

Term:

110

THE DIRECTORS

The pricing of the raw milk sold to Inner
Mongolia Mengniu is determined through a
formula which is calculated with reference to a
base price with upward adjustment for meeting
certain quality standards, such as the level
of fat and protein content and other upward
adjustments if the Modern Farming's farms are
within an agreed proximity to Mengniu Group’
s dairy processing plants. The base price is
based on the price which Mengniu Group at the
relevant time offers to buy raw milk from other
mid-to-large-scale dairy farms (which can offer
raw milk of comparable quality) or, if there are
no such mid-to-large-scale dairy farms in such
region, other comparable dairy farms in nearby
regions with adjustments (reflecting the prices
in different regions).

The base price and upward adjustment
payable by Mengniu Group under the Off-
Take Agreement shall not be lower than the
base price and upward adjustment it pays
respectively to other mid-to-large-scale dairy
farms in the same region (other than short-term
reward programs offered to milk suppliers that
only account for a small portion of Mengniu
Group’s total raw milk purchases). Inner
Mongolia Mengniu also grants Modern Farming
an option to sell to Inner Mongolia Mengniu the
same amount of raw milk at the same terms and
prices Inner Mongolia Mengniu offers to any
third party suppliers.

The Off-Take Agreement shall be for a term of
10 years commencing from 24 October 2008
and was automatically extended for another 10
years on 24 October 2018 in the absence of any
force majeure or events of default to 23 October
2028.
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Details of the Off-Take Agreement have been disclosed in the
Company’s announcement dated 23 May 2013. The Off-Take
Agreement was automatically extended on 24 October 2018 for
another ten years in accordance with its terms.

Based on the terms of the Off-Take Agreement as well as the raw
milk sales agreement signed by the newly acquired dairy farming
companies of the Group, the Off-Take Agreement is applicable
to such newly acquired dairy farming companies (except Fuyuan
International).

The aggregate sales amount pursuant to the Off-take Agreement
during the year ended 31 December 2025 amounted to
approximately RMB7,771,008,000 (2024: RMB8,060,459,000 ).

Milk Supply Agreement between Fuyuan International and
Inner Mongolia Mengniu

Fuyuan International entered into a milk supply agreement on
February 27, 2014 ("Milk Supply Agreement 2014") with Inner
Mongolia Mengniu Dairy (Group) Co., Ltd. (“Inner Mongolia
mengniu”), a subsidiary of Mengniu, pursuant to which Inner
Mongolia Mengniu agreed to purchase fresh raw milk from Fuyuan
International and its subsidiaries, and Fuyuan International agreed
to supply fresh raw milk it produces to Inner Mongolia Mengniu.
Fuyuan International has become the subsidiary of the Company
on 29 November 2021, and therefore, the transactions between
the Fuyuan International and Inner Mongolia Mengniu under the
Milk Supply Agreement 2014 will constitute continuing connected
transactions of the Company under Chapter 14A of the Listing

Rules.
Date: 27 February 2014
Parties: (1) Fuyuan International
(2) Inner Mongolia Mengniu
Duration: From 27 February 2014 to 28 February 2034
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Pricing policy:

Settlement terms:

THE DIRECTORS

The final purchase price of fresh raw milk shall
be calculated with reference to a base price
on the basis of regions, adjusted based on the
quality standards of the fresh raw milk supplied
(such as level of fat and protein content, acidity
and microbial content). The base price will
be adjusted in accordance with movements
in market price. Inner Mongolia Mengniu
undertakes that the base price payable under
the Milk Supply Agreement 2014 shall not be
lower than the price it pays for purchasing fresh
raw milk of the same physicochemical indices
from any third party in the area where Fuyuan
International is located.

(1) Fuyuan International shall issue an invoice
for the confirmed settlement amount of the
previous month to Inner Mongolia Mengniu
before the 10th day of each month; and (2)
Inner Mongolia Mengniu shall pay the invoiced
amount to the designated account of Fuyuan
International before the 30th day of each month.

Details of the Milk Supply Agreement 2014 have been disclosed in
the Company’s announcement dated 29 November 2021.

The aggregate sales amount pursuant to the Milk Supply

Agreement from 1 January 2025 to 31 December 2025 amounted
to approximately RMB1,413,390,000 (2024: RMB1,556,633,000).
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Processing Framework Agreement with Shanxi Yashili and

Oushi Mengniu

Modern Farming Saibei, an indirect non-wholly owned subsidiary of

the Company, entered into the Processing Framework Agreement
with Oushi Mengniu (Inner Mongolia) Dairy Products Co., Ltd. (A5
HEE R4 IR MBREFARF) and Shanxi Yashili Dairy Co., Ltd.
(ILPEHE LRI ZLEBBR A 7)) (collectively referred to as “Suppliers”),

pursuant to which the Suppliers agree to offer processing services

for the whole milk powder and skim milk powder (“Products”) to

Modern Farming Saibei.

Date:

Parties:

Duration:

Principal Terms:

Pricing:

8 May 2024.
(i) Modern Farming Saibei (as the purchaser)
(i) the Suppliers

From 8 May 2024 to 31 December 2025

The Suppliers agree to offer processing
services for the Products to Modern Farming
Saibei which shall meet the relevant quality
requirements. Modern Farming Saibei would
supply milk as raw materials.

The price payable by Modern Farming Saibei
to the Suppliers will be determined through
arms length negotiation between the parties
based on the yield rate, i.e. the amount of milk
powder produced measured against the dry
components of raw milk provided in percentage
and the volume of each processing order and
includes the costs of purchasing raw ancillary
materials and labor costs, depreciation costs,
water, electricity and energy costs, warehousing
costs, loading and unloading costs, taxes,
inspection fees, sampling fees, repair costs and
other related expenses incurred during the
provision of the processing services.
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Specifications:

Annual Cap:

THE DIRECTORS

The pricing standard will be adjusted according
to factors such as product specifications,
warranty periods and processing venues
and market conditions, including changes to
packaging costs, energy costs and warehousing
costs. Modern Farming Saibei and the Suppliers
will engage in arms length negotiation on any
pricing standards adjustment.

The Products delivered by the Suppliers shall
(i) satisfy quality standards specified by Modemn
Farming Saibei; and (ii) comply with national
and local laws and regulations of the PRC.

From 1 January 2025 to 31 December 2025 is
RMB200,000,000.

Details of the Processing Framework Agreement have been

disclosed in the Company’s announcement dated 8 May 2024.

There was no processing services supplied by the Suppliers under
the Processing Framework Agreement (2024: RMB815,000) for the

year.
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Procurement and Sale Agreement with Shanxi Yashili and
Oushi Mengniu

Modern Farming Saibei, an indirect non-wholly owned subsidiary of
the Company, entered into the Procurement and Sale Agreement
with Shanxi Yashili Dairy Co., Ltd. (WAL FFLEBR A F)
and Oushi Mengniu (Inner Mongolia) Dairy Products Co., Ltd. (A
SHRESRFIEREREME DA (collectively referred to as
"Purchasers”), pursuant to which the Purchasers agree to purchase
and Modern Farming Saibei agrees to supply the whole milk
powder and skim milk powder (the “Products”).

Date: 23 September 2024.
Parties: (i) Modern Farming Saibei
(i) the Purchasers
Duration: From 23 September 2024 to 31 December 2025

Principal Terms:  The Purchasers agree to purchase and Modern
Farming Saibei agrees to supply the Products
which shall satisfy (i) the quality standards
agreed by the Parties; and (ii) the relevant
national standards and industry standards
regarding the Products.

Pricing: The price payable by the Purchasers to Modern
Farming Saibei will be determined through
arm'’s length negotiation between the parties in
the ordinary course of business in accordance
with normal commercial terms or better terms,
with reference to (i) the prices of the same type
of Products supplied by Modern Farming Saibei
to other customers in the same region; (ii) the
costs of raw materials and other relevant costs
of production from time to time, including
but not limited to the transportation costs,
processing fees, labour costs, packaging costs
and various applicable taxes; and (iii) the market
price of such Products market price from time to
time, and confirmed in writing.
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REPORT OF THE DIRECTORS

Annual Cap: From 1 January 2025 to 31 December 2025 is

RMB100,000,000.

There was no Products supplied by the Supplies under the
Procurement and Sale Agreement (2024: RMB2,292,000) for the
year.

Save as disclosed above, there are no other continuing connected
transactions of the Company that are subjected to be reported in
this report in accordance with the Listing Rules.

Reviewed By Audit Committee

The Audit Committee (consists of three independent non-executive
Directors) have reviewed these transactions and confirmed that the
non-exempt continuing connected transactions have been entered
into:

(@) inthe ordinary and usual course of business of the Group;
(b)  on normal commercial terms or better;

() in accordance with the relevant agreements governing them
on terms that are fair and reasonable and in the interests of
the Shareholders as a whole; and

(d) and, the Company has followed its pricing policies and
guidelines when determining the price and terms of the
continuing connected transactions conducted during the
year.

Pursuant to Rule 14A.56 of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited (the
“Listing Rules”), the Board engaged the auditor of the Company
to report the Group’s continuing connected transactions in
accordance with Hong Kong Standard on Assurance Engagements
3000 "Assurance Engagements Other Than Audits or Reviews of
Historical Financial Information” and with reference to Practice
Note 740 “Auditor’s Letter on Continuing Connected Transactions
under the Hong Kong Listing Rules” issued by the Hong Kong
Institute of Certified Public Accountants. The auditor has issued an
unqualified letter containing its findings and conclusions in respect
of the continuing connected transactions disclosed by the Group
in this Annual Report in accordance with Rule 14A.56 of the Listing
Rules. A copy of the auditor’s letter has been provided by the
Company to the Hong Kong Stock Exchange.
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CONNECTED TRANSACTIONS

The Directors confirmed that the Company has complied with the
requirements of Chapter 14A of the Listing Rules in respect of all of
its continuing connected transactions.

The Directors confirmed that the Company has followed its pricing
policies when determining the price and terms of above continuing
connected transactions conducted during the financial year.

Details of the above continuing connected transactions have been
disclosed in accordance with Chapter 14A of the Listing Rules
and are set out in the announcements of the Company which are
available at the Hong Kong Stock Exchange's website and the
Company'’s website at www.moderndairyir.com.

Save as disclosed above, no connected transactions occurred
during the year and up to the date of this report.

RELATED PARTIES TRANSACTION

Save as disclosed under the paragraph headed “Continuing
Connected Transaction” from pages 109 to 117 in this report, none
of the “Related Parties Transactions” as disclosed in note 41 to
the consolidated financial statements for the year under review
constituted discloseable non-exempted connected transaction or
non-exempted continuing connected transaction under the Listing
Rules.
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EFEeRESE

PRINCIPAL RISKS AND UNCERTAINTIES

The Group adopts a comprehensive risk management framework.
Risk management policies and procedures are regularly reviewed
and updated to react changes in dairy product quality, food
safety, production, animal disease, environment pollution,
market developments and financial risks. The Audit Committee
reviews risk-related policies and scrutinizes that management has
performed its duty to have effective risk management and internal
control systems necessary for monitoring and controlling risks
arising from the Group's business activities, changing external risks
and regulatory environment, and report to the Board on the above.

Strategic Risks

The Directors maintain a strategic plan based on the knowledge on
the dairy industry. The Group will invest in good grass plantation,
good dairy cows, quality milk production and promotion of
integrated operation that based on the strategic plan in order to
cope with the market demand and expectation. The Group will
closely review and monitor its short and long-term strategies and
strives for the best interests to its shareholders.

Operational Risks

Operational risk is concerned with possible losses caused by failure
of internal processes, people, system or external events, such
risk is mitigated by and controlled by establishing sound internal
control, setting out clear lines of responsibility, proper segregation
of duties and effective internal reporting. Management regularly
reviews the Group's operations to ensure that the Group's risk of
losses, whether financial or otherwise, resulting from fraud, errors,
omissions and other operational and compliance matters, are
adequately managed.

Financial Risks

The Group manages its foreign exchange risk by performing
regular reviews of the Group's net foreign exchange exposures
and may enter into currency forward contracts or currency option
contracts, when necessary, to manage its foreign exchange
exposure. Furthermore, with aim to tackle the risk of interest rate
fluctuation, the management regularly reviews and assesses the
Group's exposure to interest rate movement and may consider
entering into interest rate swap contracts or other hedging
strategies when necessary.

The principal financial risks are set out in note 38 to the
consolidated financial statements headed “Financial Instrument”.
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DIRECTORS’ INTERESTS IN COMPETING
BUSINESS

Mr. Zhang Ping, a non-executive Director, is currently a non-
executive director of China Shengmu.

Mr. Chen Yiyi, a non-executive Director, is currently a vice
president of Mengniu Group and is responsible for its strategic
and investment management. Mr. Chen is also the non-executive
director and chairman of the board of China Shengmu, and a
director and the chairman of the board of directors of Milkground.
Mr. Wen Yongping is a vice president and the head of research and
development and innovation worldwide of Mengniu Group.

Mengniu is one of the leading dairy products manufacturers in
the PRC, principally engaged in the manufacture and distribution
of premium dairy products, including liquid milk, ice cream,
formula milk and other dairy products. The principal activity of
China Shengmu is the production and sale of premium raw milk
in Chinese Mainland. Milkground is principally engaged in the
research and development, production and sale of cheese-related
dairy products. Therefore, the businesses of these entities compete
or are likely to compete with the Company's business.

The aforementioned competing businesses are managed
by separate entities with independent management and
administration. In addition, the relevant Directors have non-
executive roles and are not involved in the Company’s day-to-
day operations and management. For the reasons stated above,
coupled with good corporate governance practices and the
involvement of the independent non-executive Directors, the
Directors are of the view that the Group is capable of carrying
on its businesses independently of, and at arm'’s length from, the
businesses of these entities. When making decisions, the relevant
Director, in performance of his duty as Director, has acted and will
continue to act in the best interests of the Group.

Save as disclosed above, all Directors have confirmed that for the
year ended 31 December 2025 and as at the date of this annual
report, they and their close associates have not engaged in or
held any interest in any business which is or may be, directly or
indirectly, in competition with the business of the Group.
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PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Articles of
Association or the laws in the Cayman Islands, which would oblige
the Company to offer new shares on pro-rata basis to existing
Shareholders.

TAX RELIEF

The Company is not aware of any relief from taxation available to
the Shareholders by reason of their holding of the shares of the
Company.

PUBLIC FLOAT

Based on the information that is publicly available to the Company
and within the knowledge of the Directors as at the date of this
annual report, the Company has maintained the prescribed
public float under the Listing Rules. As at 31 December 2025, the
Company did not hold any treasury shares.

EVENTS AFTER THE REPORTING YEAR

Save as disclosed in this report, no other material events of the
Group occurred after 31 December 2025 and up to the date of this
report.

AUDITORS

The consolidated financial statements for the years ended 31
December 2025 were audited by KPMG.

Deloitte Touche Tohmatsu served as the auditors of the Company
for the years ended 31 December 2023 and 31 December 2024
and was subsequently replaced by KPMG, which has served as the
auditors of the Company for the year ended 31 December 2025,
following an assessment and selection process conducted pursuant
to the relevant rules and regulations. Save as disclosed above,
there is no change in the auditors of the Company for the last three
years.

On behalf of the Board
Chen Yiyi
Chairman

Hong Kong, 24 March 2026
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INDEPENDENT AUDITOR’S REPORT

INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS
OF CHINA MODERN DAIRY HOLDINGS LTD.
(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of
China Modern Dairy Holdings Ltd. (the “Company”) and its
subsidiaries (the "Group”) set out on pages 128 to 290, which
comprise the consolidated statement of financial position as at 31
December 2025, the consolidated statement of profit or loss , the
consolidated statement of profit or loss and other comprehensive
income, the consolidated statement of changes in equity and
consolidated statement of cash flows for the year then ended and
notes, comprising material accounting policy information and other
explanatory information.

In our opinion, the consolidated financial statements give a true
and fair view of the consolidated financial position of the Group as
at 31 December 2025, and of its consolidated financial performance
and its consolidated cash flows for the year then ended in
accordance with IFRS Accounting Standards as issued by the
International Accounting Standards Board ("IASB”) and have been
properly prepared in compliance with the disclosure requirements
of Hong Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards
on Auditing ("HKSAs") as issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA"). Our responsibilities
under those standards are further described in the Auditor’s
Responsibilities for the audit of the consolidated financial
statements section of our report. We are independent of the Group
in accordance with the HKICPA's Code of Ethics for Professional
Accountants (the "Code"), as applicable to audits of financial
statements of public interest entities. We have also fulfilled our
other ethical responsibilities in accordance with the Code. We
believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

KEY AUDIT MATTERS

Key audit matter is the matter that, in our professional judgment,
was of most significance in our audit of the consolidated financial
statements of the current period. The matter was addressed in the
context of our audit of the consolidated financial statements as a
whole, and in forming our opinion thereon, and we do not provide
a separate opinion on this matter.
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INDEPENDENT AUDITOR’S REPORT
8 3% BN RS

KEY AUDIT MATTERS (continued) Eﬁ%%*nglﬁ (48)

Fair value of milkable cows 4 AFE

Please refer to the accounting policies described in Note 2()) of the BB FREKMIFE2() Tl B & 7T EUER MERE BT
financial statements and the note 20 to the consolidated financial — #¥R3FIB B HHTFE20 ©

statements items.

How the matter was addressed in our audit

EMEELRPEESENTG X

The Key Audit Matter
EREREE

As at 31 December 2025, the Group reported milkable cows of ~ Our audit procedures to assess the fair value of
Renminbi ("RMB") 7,632.65 million which represented 20.87%  milkable cows included the following:

of the Group's total assets.

The milkable cows are measured at fair value less costs to sell
at the end of each financial reporting period. The management
engaged an external valuer to assist in assessing the fair value
of milkable cows. The fair value is determined by using the
multi-period excess earning method, which is based on the
discounted future cash flows to be generated by milkable cows.
Key assumptions include the estimated feed costs per kilogram
("kg") of raw milk, estimated average daily milk yield at each
lactation cycle, estimated future market price of raw milk and
discount rate.

We identified the assessment of the fair value of milkable
cows as a key audit matter because the carrying value of these
biological assets is material to the consolidated financial
statements and the estimation of the fair value involves certain
critical judgements in respect of the assumptions used which
are inherently uncertain and could be subject to management
bias.

R2025%12A31H » BEEBEBREARETARY])7,632.658
BILWMNG - (f EEEBEEER20.87%°

MEANRFEREVBREPRLERANFTE - ERBEERE
SNEMEER BBV AR S AR FE - AP EEBERZ iR
Bl A ERBHDFEENMBERIRERE)ETE - B
BRREFEAF(2FDEBDOMBTEEKA - SEMILE
WG FHREINLE - REOMBF RETSER LIFTR

BAEPFNRFEFED B REREZER  ARRELED
BENEAEHSEEYBRRAAERRE - MAFENMEG
BREARKRNE TRRAY ZEBRIAFEBTETE
AR BERERROTE
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Understanding and evaluating the design
and implementation of the Group's
key internal controls over the fair value
measurement of milkable cows;

Evaluating the external valuers’ competence
and capabilities and considering their
objectivity;

With the assistance of our internal valuation
specialists, evaluating the appropriateness
of the valuation methodology used in the
fair value measurement of milkable cows
with reference to the requirements of the
prevailing accounting standards and the
reasonableness of discount rate applied
in the discounted cash flow forecasts by
benchmarking against those of comparable
companies and external market data if
available;

BRAFEDF A FENEZRFEEATAR |

TRERFS BESEHNTATHEFENE
S EBIE B MRV AR AT R E I

FHESMB L ER B ERE I MRS - XEE
HEBIME

EHRMABEEZKOBS T - 2RBETE
TR ESGHE ARSI ET A FER
ENHETANEEN  TRBEAELEK
NEIRINBTIGEIE (M0 B) EITEE L E
EMRE SRR EANITRENSE
M
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INDEPENDENT AUDITOR’S REPORT
B % BT RS

KEY AUDIT MATTERS (continued)

Fair value of milkable cows (continued)

Please refer to the accounting policies described in Note 2(|) of the
financial statements and the note 20 to the consolidated financial
statements items. (continued)

The Key Audit Matter
HRERER

BAREREEw
W4 A FE @

FLHPBHRERME20) T &5 BRER LR A R

<A B HOBIRE20 » (%)

How the matter was addressed in our audit

RAEBELPEEEHENT A

o FEREABRMG KRNI SR KA ERE L BURHETT
L& AT RS RBATEANERBRRNEENE -
WigE PN FHENFE

s BAFEMNERSREEEE -FEHBEREROEAE
THE  RBERNTAEAZENEREETHAM - LT
EREFETAEERRANIR : &

. SERARIEANER - FHEEAUBRRTEMNHE
AFE EORBER -

“ECASFE PEARKURERERAR

o Assessing the reasonableness of key

assumptions used in the discounted cash
flow forecasts by comparing with external
market data and internal historical data
regarding estimated costs, and checking
the computation of the fair value of milkable

COWS;

Comparing the actual results for the current
year with management’s forecast in prior
year in respect of key assumptions, making
enquiries of management for any significant
variance identified, and assessing if there is
any indication of management bias, and

Evaluating the disclosures in the consolidated
financial statements in respect of the fair
value measurement of milkable cows
with reference to the requirements of the
prevailing accounting standards.
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INDEPENDENT AUDITOR’S REPORT
8 3% BN RS

INFORMATION OTHER THAN THE
CONSOLIDATED FINANCIAL STATEMENTS
AND AUDITOR’S REPORT THEREON

The directors are responsible for the other information. The other
information comprises all the information included in the annual
report, other than the consolidated financial statements and our
auditor’s report thereon.

Our opinion on the consolidated financial statements does not
cover the other information and we do not express any form of
assurance conclusion thereon as part of our engagement to audit
the consolidated financial statements. We have performed an
assurance engagement on the disclosed continuing connected
transactions that form part of the other information and provided
a separate assurance practitioner’s conclusion thereon that is
included within the other information.

In connection with our audit of the consolidated financial
statements, our responsibility is to read the other information and,
in doing so, consider whether the other information is materially
inconsistent with the consolidated financial statements or our
knowledge obtained in the audit or otherwise appears to be
materially misstated.

If, based on the work we have performed, we conclude that there is
a material misstatement of this other information, we are required
to report that fact. We have nothing to report in this regard.

RESPONSIBILITIES OF DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors are responsible for the preparation of the
consolidated financial statements that give a true and fair view
in accordance with IFRS Accounting Standards as issued by the
IASB and the disclosure requirements of Hong Kong Companies
Ordinance and for such internal control as the directors determine
is necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due
to fraud or error.

In preparing the consolidated financial statements, the directors
are responsible for assessing the Group's ability to continue as a
going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless
the directors either intend to liquidate the Group or to cease
operations, or have no realistic alternative but to do so.

The directors are assisted by the Audit Committee in discharging
their responsibilities for overseeing the Group's financial reporting
process.
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INDEPENDENT AUDITOR’S REPORT

AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS

Our objectives are to obtain reasonable assurance about whether
the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion. This report is
made solely to you, as a body and for no other purpose. We do
not assume responsibility towards or accept liability to any other
person for the contents of this report.

Reasonable assurance is a high level of assurance but is not a
guarantee that an audit conducted in accordance with HKSAs will
always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of
these consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise
professional judgment and maintain professional scepticism
throughout the audit. We also:

o Identify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or
error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations,
or the override of internal control.

o Obtain an understanding of internal control relevant to the
audit in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Group's internal control.

o Evaluate the appropriateness of accounting policies used

and the reasonableness of accounting estimates and related
disclosures made by the directors.

“ECASFE PEARKURERERAR
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INDEPENDENT AUDITOR’S REPORT
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AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continued)

Conclude on the appropriateness of the directors’ use of the
going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt
on the Group's ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required
to draw attention in our auditor’s report to the related
disclosures in the consolidated financial statements or, if
such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to
the date of our auditor’s report. However, future events or
conditions may cause the Group to cease to continue as a
going concern.

Evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures,
and whether the consolidated financial statements represent
the underlying transactions and events in a manner that
achieves fair presentation.

Plan and perform the Group audit to obtain sufficient
appropriate audit evidence regarding the financial
information of the entities or business units within the Group
as a basis for forming an opinion on the consolidated financial
statements. We are responsible for the direction, supervision
and review of the audit work performed for purposes of the
Group audit. We remain solely responsible for our audit
opinion.

We communicate with the Audit Committee regarding, among

other matters, the planned scope and timing of the audit and

significant audit findings, including any significant deficiencies in

internal control that we identify during our audit.

We also provide the Audit Committee with a statement that

we have complied with relevant ethical requirements regarding

independence and communicate with them all relationships and

other matters that may reasonably be thought to bear on our

independence, and where applicable, actions taken to eliminate

threats or safeguards applied.
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INDEPENDENT AUDITOR’S REPORT

AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continued)

From the matters communicated with the Audit Committee, we
determine those matters that were of most significance in the
audit of the consolidated financial statements of the current
period and are therefore the key audit matters. We describe
these matters in our auditor’s report unless law or regulation
precludes public disclosure about the matter or when, in extremely
rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences
of doing so would reasonably be expected to outweigh the public
interest benefits of such communication.

The engagement partner on the audit resulting in this independent
auditor’s report is Tse, Wong Pui (practising certificate number:
P05157).

KPMG

Certified Public Accountants
8th Floor, Prince’s Building
10 Chater Road

Central, Hong Kong

24 March 2026
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS

mEEER

FOR THE YEAR ENDED 31 DECEMBER 2025 {22025 12 A31H IFFE

(EXPRESSED IN RENMINBI) (LA A R #3177)

2025 2024
20254 20244F
NOTES RMB’000 RMB'000
M AR¥T R AREFT
Revenue WA 4 12,600,714 13,254,341
Cost of sales SHE KA 6 (12,079,860) (12,759,500)
Gains arising on initial recognition of REREH WO R 12 X T E
raw milk at fair value less costs to BHE KA VIR EREER
sell at the point of harvest U %5 20 2,933,598 2,956,624
Gross profit EF 3,454,452 3,451,465
Loss arising from changes in fair value HERTFEEESRIFHE
less costs to sell of dairy cows B ARE R E R 20 (3,108,101) (2,862,562)
Impairment loss on goodwill EEREEE 16 - (599,240)
Other income HAb A 5 314,456 278,252
Impairment losses under expected RHREEEE(EBEE
credit loss (“ECL") model, EEDENTRERRSSE -
net of reversal HR#ED 8 (26,601) (18,686)
Other gains and losses, net Hb e R EBFE 6 49,927 84,811
Selling and distribution costs THE K5 HAR (471,347) (445,108)
Administrative expenses TR 2 (748,892) (766,215)
Other expenses HAthhAZ (19,890) (78,097)
Share of results of associates and EhEE N a REE D
a joint venture E 871 9,842
Loss before finance costs and taxation FR&EEE LA K BB BB 18 6 (555,125) (945,538)
Finance costs BB KA 7 (637,221) (528,674)
Loss before taxation BrBLATE B (1,192,346) (1,474,212)
Income tax FTiS i 9 (11,570) 4,777
Loss for the year FREE (1,203,916) (1,469,435)
Loss for the year attributable to: AT &FELEFRES :
Equity shareholders of the Company EN/NETY -t 3 (1,128,627) (1,416,753)
Non-controlling interests FEFE R M A (75,289) (52,682)
Loss for the year FAEE (1,203,916) (1,469,435)
Loss per share FREE 12
Basic (RMB) ERARE) (14.41) cents  (18.09) cents
Diluted (RMB) e (AR®) (14.41) cents?  (18.09) cents?>
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
GmEEaRAMEEKER

FOR THE YEAR ENDED 31 DECEMBER 2025 & Z 20254124318 L5 /Z
(EXPRESSED IN RENMINBI) (AN %31/ 7R)

2025 2024
2025F 20244
RMB'000 RMB’000
ARMF T ARBTT
Loss for the year FAER (1,203,916) (1,469,435)
Other comprehensive income FREMEEBA
for the year (after tax and (RABREHIE
reclassification adjustments) FAEE)
Item that will not be reclassified to TEEBH A RBwAEE -
profit or loss:
Fair value change on investments RATERFAEMEEmEA
in equity instruments at fair value ([RAFEFAHEMZE
through other comprehensive WA DR TAKE
income ("FVTOCI") NHEEH 277 (16,974)
Item that may be reclassified HigAJpEE 7 E 2 1Ea i)
subsequently to profit or loss: HE -
Exchange differences arising on BREGINETSEERER
translation of foreign operations Gt (6,600) 4,390
Other comprehensive income FRHEMEEEA
for the year (6,323) (12,584)
Total comprehensive income FAZHEHBRAERE
for the year (1,210,239) (1,482,019)
Attributable to: AT &FEM -
Equity shareholders of the Company KRR AR (1,134,652) (1,429,282)
Non-controlling interests SRR HE (75,587) (52,737)
Total comprehensive income FRZHEBALE
for the year (1,210,239) (1,482,019)

“ECASFE PEARKURERERAR
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
A B R

AT 31 DECEMBER 2025 72025%12H31H
(EXPRESSED IN RENMINBI) (LA A R #3177)

2025 2024
20254 20244
NOTES RMB’000 RMB'000
B & ARET T ARETIT
Non-current assets ERBEE
Property, plant and equipment M - HERRE 13 7,456,076 7,549,795
Right-of-use assets ERAEEE 14 2,387,434 2,559,449
Goodwill BEES 16 1,818,318 1,819,377
Other intangible assets EtmEREE 15 31,504 37,353
Interests in associates and a joint venture REEE A FINA ST ENER 18 617,583 615,712
Equity instruments at FVTOCI BRAEFAEMZEBAL
ERTA 19 40,645 40,368
Biological assets EEE 20 11,271,008 12,435,776
Prepayments B FRIE 24 - 36,015
Derivative financial instruments PTESRMTEAE 21 16,405 179,846
Bank balances IRITHERR 25 1,346,058 577,498
Deferred tax assets EIET T E E 9 12,085 10,704
24,997,116 25,861,893
Current assets REBEE
Inventories rE 22 3,010,164 3,130,762
Trade and other receivables and JEUE 5 BR 7Rk Ko EAth FE Y Fh T8
prepayments LA R FE T 5RIE 24 1,834,095 1,840,205
Derivative financial instruments PTHESRTAE 21 154,518 -
Pledged bank deposits BEWRIEITER 25 8,339 31,017
Bank balances RITAE R 25 6,554,174 3,059,213
Financial assets measured at fair value AT EFAERZ((BATE
through profit or loss (“FVTPL") STABRDIENETREE 26 20,003 -
11,581,293 8,061,197
Assets classified as held for sale DEARBENENEE - 17,460
11,581,293 8,078,657
Current liabilities REBEE
Trade and other payables ERTE SRR R EMERNKE 27 4,635,614 5,364,424
Tax payable JEERTRIA 7,637 4,869
Bank borrowings IRITER 28 2,189,448 2,371,072
Other borrowings HAu BN 29 1,642,585 559,491
Long term bonds REMES 30 3,099,913 32,476
Lease liabilities HEAE 31 208,997 238,667
Short term debenture MHRE S 32 204,153 -
Other liabilities Hih B & 34 16,206 27,179
Contract liabilities AHAaE 23 12,421 13,687
Deferred income EEYA 33 31,364 17,855
12,048,338 8,629,720
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
e B IE IR R

AT 31 DECEMBER 2025 720255 12H31H

(EXPRESSED IN RENMINBI) (AN %31/ 7R)

2025 2024
20254 20244
NOTES RMB’'000 RMB‘000
[ihEs AR®T T ARETFIT
Net current liabilities RBEEREE (467,045) (551,063)
Total assets less current liabilities HEERRBARE 24,530,071 25,310,830
Non-current liabilities kFEBER
Derivative financial instruments PTEERMTA 21 - 1,083
Other payables E b e 308 27 - 3,121
Bank borrowings RITERK 28 8,393,990 6,888,188
Other borrowings HAb AR 29 996,231 1,385,597
Long term bonds REAES 30 2,737,221 3,226,314
Lease liabilities HEBE 31 2,105,746 2,195,031
Other liabilities EmaE 34 213,634 253,122
Deferred tax liabilities RIEFIBEAE 9 6,045 10,375
Deferred income TEE U A 33 258,832 225,203
14,711,699 14,188,034
NET ASSETS EEFE 9,818,372 11,122,796
CAPITAL AND RESERVES ERRHE
Share capital [ 37 675,869 675,869
Reserves e 7,618,544 8,855,143
Equity attributable to equity ANTEEERRELER
shareholders of the Company 8,294,413 9,531,012
Non-controlling interests FEERER 1,523,959 1,591,784
TOTAL EQUITY R 9,818,372 11,122,796

Approved and authorised for issue by the board of directors on 24 ~ EZEZ&N20265F 3248 #t/f R 35 % -
March 2026.

Sun Yugang Zhu Xiaohui
BEM REENE
Director Director
EF EF

The notes on pages 137 to 290 form part of these financial 513722905 F7 & M 5 /& 7% 55 87 75 1 2= 48 B BT

statements. 7o
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
mERERSE R

FOR THE YEAR ENDED 31 DECEMBER 2025 &, 20255128318 [t 5 E

(EXPRESSED IN RENMINBI) (AN B #351|7R)

Attributable to equity shareholders of the Company

ARIRERREL
Shares
held
under the Fair value
Share Share  through other Non-
Share Share Other Statutory ~ award ~ Award comprehensive Translation  Retained controlling
NOTES capital  premium  reserve  reserve  reserve  Scheme incomereserve  reserve  earnings  Subtotal interests Total

ki&m

AT BATE

gtk AR
i Be  BOEE AbEE  iTER RORERE RO RENARRE  RERR  REEA N FERER &t
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000 RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARHTR ARBTR ARMTZ ARBTR ARMTR ARETR  ARMTR ARETR ARRTR ARRTR ARMTR ARETR

Balance at 1 January 2025 1#2025%131A
fsh 675869 6,545,061 638291 347517 47941 (85,353 (103,001) 30,016 1434731 9,531,012 1,591,784 11,122,796

Changes inequityfor 20255 BREE :

2025:
Loss for the year EnER - - - - - - - - (1128627) (1128,627)  (75,289) (1,203,916)
Other comprehensive EREHZENA

income for the year - - - - - - 468 (6,493) - (6,025) (298) (6,323)

Total comprehensive income EMZENNESR
for the year - - - - - - 468 (6,493) (1128,627) (1,134,652)  (75,587) (1,210,239)

Share purchase for the Share SERAZEEEH 3

Award Scheme BfhEE - - - - - (58,592) - -
Vesting of award shares ~~ ERREE % - - - - ) w4 - - 203
Recognition of equity-setfled BFEFELEEN 3

share-based payments BOBGEIES - - - - 52,99 - - -
Dividends distribution REmk 31b) - (95,589) - - -
Injection of capital from non- 3EF&RER 1+ &

controlling interests - - - - - - - - - - 7,000 7,000
Fouity ransactions related 5 8% 5 E7H) 3d)

to interest free loans RiEx 5 - (762) - - - - - - (762) 762 -
Transfer to statutory reserves ERTITRE - - - 9772 - - - - 9.772) -

(58,592) (58,592)

52,99
95,589)

52,99
95,589)

Balance at 31 December  R2025F12A31A
2025 ftsh 675,869 6449472 637529 357,289 53195  (94,171) (102,593) 23523 294300 8294413 1523959 9,818,372
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

N/ gy
= A\ /\/%n;%

HE) &

W

FOR THE YEAR ENDED 31 DECEMBER 2025 3@@2025&12% JNBLEFE
(EXPRESSED IN RENMINBI) (AN %31/ 7R)

Attrioutable to equity shareholders of the Company

ARTEERRES
Shares
held
under the Fair value
Share Share  through other Non-
Share Share Other ~ Statutory award Award  comprehensive  Tranglation  Retained controlling
NOTES capital  premium  reseve  reseve  reseve  Scheme  incomeresee  resene  eamings  Subfotel  interests Total
R8s
SERT BATE
fERN  SARMRE
iE Rt BiEE HeBk  AeEE RA%EEE  Bh WARE hERE REEN i FERREE @i
RMBOOO  RMBOOD  RMB'0O0  RMB'OO0  RMB'000  RMB'000 RMBOOO  RMBOO0  RMB'0O0  RMB'OO0  RMB'000  RMB'000
ARETT ARBTT ARETT ARBTR ARETR ARETI ARETT ARBTR ARBTR ARETT ABMTT ARETI
Balance at 1 January 2024 1202451318
s 615869 6519949 838102 332686 50014 (77902 (86,216) B0 2862783 11200985 641719 11,842,764
Changes inequityfor ~ 204EB%%E:
2024:
Loss for the year EnER - - - - - - - - (141675 (1416759 (2682 (1469.439)
Other comprehensive ERERZENA
income for the year - - - - - - (16,845) 4316 - (12529 (55 (12,584)
Total comprehensive income EMZERNER
forthe year - - - - - - (16,845) 4316 (1416753 (14960 (52731 (1482019
Share purchase for the Share 53 EEIE 2/ ¥
Award Scheme ki EE - - - - - (3103 - - - (57,703) - (57,703)
Vesting of awardshares ~ REIRH5HE % - - - S 2N T I (Vi) - - 359 - - -
Recognition of equity-settled %37 ﬁﬁx}&,‘ LU %
share-based payments BOBGEIES - - - - 511 - - - - 5171 - 511
Dividends distribution k& 5 Mk 31b) - (48 - - - - - - - (889) - (3889)
Injection of capital from non- 3R &+ &
controlling interests - - (199811) - - - - - - (199811 608,843 409.032
Acquisition of non-wholy B2 ENE
owned subsidfiaries 2l - - - - - - - - - - B0 38560
Other capital contribution SR RAE R
from non-controlling &
shareholders - - - - - - - - - - 8219 8219
Transfer to statutory reserves ERTITRE - - - 14831 - - - - (14,831) - - -
Balance at 31 December  2024512A31A
2024 and 1 January R2025%1818
2025 k33 65869 6545001 6391 37517 47,94 (85,353 (103,061) 0016 143731 9931012 1591784 1112279

“ECLAFFER PEARRKURERFARLT
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CONSOLIDATED STATEMENT OF CASH FLOWS
RERERER

FOR THE YEAR ENDED 31 DECEMBER 2025 {22025 12 A31H IFFE

(EXPRESSED IN RENMINBI) (LA FE#51|7)

2025 2024
20254 20244
NOTE RMB’'000 RMB'000
M ARET T ARBTFIT
Operating activities RETH
Cash generated from operations EFREENERES 25(a) 2,516,714 2,443,480
Income taxes paid EARTETISH (14,362) (39,834)
Net cash generated from operating REETEIELENELFE
activities 2,502,352 2,403,646
Investing activities RETE
Interest received B U F 8 132,540 47,175
Purchases of property, plant and Eﬁj\%% T T 5%
equipment (932,692) (1,150,734)
Purchases of other intangible assets BAEMETLEE (4,144) (5,131)
Payments for right-of-use assets FRAEEENK - 62)
Purchases of biological assets BAEYWEE (2,115) (21,685)
Additions in biological assets in BEFAEREMBEKAD
relation to feeding and other related Y EERE
costs (2,845,402) (3,245,397)
Placement of pledged bank deposits FABGHIETER (19,475) (31,000)
Withdrawal of pledged bank deposits RBEERRITER 42,153 42,080
Placement of term deposits with FEARIEBABB=EAK
original maturity over three months EHRFERRZREIRITE
and restricted bank deposits = (2,650,631) (724,915)
Placement of financial assets measured ~ FAZRAFEF AEBZE
at FVTPL e R EE (20,003) -
Withdrawal of term deposits with RNRIEBEBB=EAN
original maturity over three months ERTFRRXREIRITF
and restricted bank deposits = 1,015,920 195,860
Proceeds on disposal of intangible HEREEEMSRIE
assets 489 -
Proceeds from disposal of property, LEYE - BERKBHE
plant and equipment RIE 5,620 23,949
Proceeds from disposal of dairy cows & FL A FTS RIE 1,339,627 1,010,893
Government grants received BB R 94,788 85,232
Investment in associates kN g (1,000) (72,919)
Net cash inflow on business REREEBEHBELRA
combination in current year e - 44,287
Net cash outflow on business BEFREEREHBESRD
combination in prior years FEE - (16,085)
Dividends received from an associate U B Bt N B IS B - 4,900
Loans to associates AHE & AR E R (173,500) (269,140)
Loan repayment from associates B NRIEEER 176,500 114,600
Net cash used in investing activities HREFTEHFTARESFEE (3,841,325) (3,968,092)
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CONSOLIDATED STATEMENT OF CASH FLOWS
HeERERER
FOR THE YEAR ENDED 31 DECEMBER 2025 & Z 20254124318 L5 /Z
(EXPRESSED IN RENMINBI) (AN B #517R)

2025 2024
2025F 20244
NOTE RMB’000 RMB’000
MiaE ARMF T ARBTT
Financing activities R EE

Dividends paid EfIRE (95,589) (34,888)
Interest paid EARHLE (542,981) (500,580)
New bank borrowings raised MEFIRITER 6,286,806 7,387,013
Repayment of bank borrowings BEIRITER (4,961,412) (6,179,988)
New other borrowings raised MESEMER 3,308,912 1,775,753
Repayment of other borrowings BEREMER (2,625,249) (456,448)

Payment for partial redemption of long &5 BB &R EEH R

term bonds (154,044) (333,727)
Repayments of leases liabilities BEMEERE (112,087) (185,246)
Payment for repurchase of ordinary BB E @RI R

shares (58,592) (57,703)
Gross cash inflow from capped HIEHEX X B

and floored cross currency swap ([CFeeshm#ii &

("CFCCS") 60,726 60,643
Gross cash outflow from CFCCS CFCCSHARIR SR (77,024) (77,560)
Gross cash inflow from foreign SNERBIGHMAER SR

currency forward contracts - 426,234
Gross cash outflow from foreign SN R Bl S A A IR R

currency forward contracts - (430,299)
New short term debenture raised FEGRERES 199,800 -
New long term bonds raised MEERAGES 2,776,618 -
Addition of other liabilities HihQEEE - 190,968
Repayments of other liabilities BEHMEE (10,963) -
Capital contribution from non- K EAFERBRAOEE

controlling shareholders 7,000 417,311
Net cash generated from financing BETBELENESTE

activities 4,001,921 2,001,483
Net increase in cash and cash RERREEEWENFER

equivalents 2,662,948 437,037

“ECASFE PEARKURERERAR
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CONSOLIDATED STATEMENT OF CASH FLOWS
meERERER

FOR THE YEAR ENDED 31 DECEMBER 2025 &, 20255128318 [t 5 E
(EXPRESSED IN RENMINBI) (AN B #351|7R)

2025 2024
2025F 20244
NOTE RMB'000 RMB’000
Mt EE AR®TT ARBTFT
Cash and cash equivalents at MB1BNEESRESEEY
1 January 2,297,889 1,859,738
Effect of foreign exchange rate EXSBHNTE
changes (44,396) 1,114
Cash and cash equivalents at R12A31MEMNBEEREESE
31 December Y 4,916,441 2,297,889
Represented by AR T &HIEZ
Bank balances and cash RITHEBRER S 7,900,232 3,636,711
Less: restricted bank deposits and term & : Z R BRI TR E]
deposits with original maturity B A B8 = 1@ A 59 7 81
over three months T3k (2,983,791) (1,338,822)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e M BHRRE

FOR THE YEAR ENDED 31 DECEMBER 2025 #( £ 2025512 H31H L F &

GENERAL INFORMATION

China Modern Dairy Holdings Ltd. (the “Company”) was
incorporated and registered in the Cayman Islands as
an exempted company with limited liability under the
Companies Law of the Cayman Islands. Its shares have been
listed on the Main Board of The Stock Exchange of Hong
Kong Limited since 26 November 2010. The registered office
of the Company is Maples Corporate Services Limited, PO
Box 309, Ugland House, Grand Cayman, KYI-1104, Cayman
Islands.

As at 31 December 2025, China Mengniu Dairy Co., Ltd.
("Mengniu”) and its wholly-owned subsidiary together owned
56.36% of the issued share capital of the Company. Mengniu
and its subsidiaries are hereinafter collectively referred to as
“"Mengniu Group”.

The principal activity of the Company is investment holding
and its subsidiaries (together, the “"Group”) are mainly
engaged in production and sales of milk, trading, production
and sales of feeds, sales of breeding products and provision
of platform services.

The consolidated financial statements are presented in
Renminbi (“RMB"), which is the functional currency of the
Company.

“ECASFE PEARKURERERAR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
fr e B A% R M AR

FOR THE YEAR ENDED 31 DECEMBER 2025 {22025 12 A31H IFFE

2. MATERIAL ACCOUNTING POLICIES

(a)

138

Statement of compliance

These financial statements have been prepared in
accordance with IFRS Accounting Standards, which
collective term includes all applicable individual
International Financial Reporting Standards (“IFRSs”),
International Accounting Standards (“IASs”) and
Interpretations issued by the International Accounting
Standards Board (“IASB”) and the disclosure
requirements of the Hong Kong Companies Ordinance.
These financial statements also comply with the
applicable disclosure provisions of the Rules Governing
the Listing of Securities on The Stock Exchange of Hong
Kong Limited. Material accounting policies adopted by
the Group are disclosed below.

The IASB has issued certain new or amended IFRS
Accounting Standards that are first effective or
available for early adoption for the current accounting
period of the Group. Note 2(c) provides information
on any changes in accounting policies resulting from
initial application of these developments to the
extent that they are relevant to the Group for the
current accounting period reflected in these financial
statements.

Basis of preparation of the financial statements
The consolidated financial statements for the year
ended 31 December 2025 comprise the Group and the
Group's interests in associates and a joint venture.

The measurement basis used in the preparation of the
financial statements is the historical cost basis except
that the following assets and liabilities are stated at their
fair value as explained in the accounting policies set out
below:

- biological assets, including milkable cows, heifers
and calves;

- derivative financial instruments.

(a)

2. EXRESFHEE
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AEERANERGTHREERT
X o

B EREE SO EME TR
KNS FT BIRR B 75 i 5 R @ 5T %
A - ZEFRANAEERITE AR
BEREME A IRFRA o M aE2(c) &5
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A MR E

FOR THE YEAR ENDED 31 DECEMBER 2025 #( £ 2025512 H31H L F &

2. MATERIAL ACCOUNTING POLICIES

(continued)

(b)

Basis of preparation of the financial statements
(continued)

The preparation of financial statements in conformity
with IFRS Accounting Standards requires management
to make judgements, estimates and assumptions that
affect the application of policies and reported amounts
of assets, liabilities, income and expenses. The estimates
and associated assumptions are based on historical
experience and various other factors that are believed
to be reasonable under the circumstances, the results of
which form the basis of making the judgements about
carrying values of assets and liabilities that are not
readily apparent from other sources. Actual results may
differ from these estimates.

In preparation of the consolidated financial
statements for the year ended 31 December 2025,
the Directors have given careful consideration to the
future liquidity of the Group in light of the fact that
the Group’s current liabilities exceeded its current
assets by RMB467,045,000 (2024: RMB551,063,000).
Taking into account, (i) the available credit facilities
of approximately RMB7,419,998,000 (of which
approximately RMB2,385,698,000 expires after one year)
which remain unutilised as at 31 December 2025 and
of which, an amount of RMB1,000,000,000 is from Inner
Mongolia Mengniu Dairy (Group) Company Limited
("Inner Mongolia Mengniu”), a subsidiary of Mengniu,
and the remaining facilities are from licensed banks;
(ii) the expected net cash inflows generated from the
Group's operations for the next twelve months, the
Directors are satisfied that the Group will be able to
meet in full its financial obligations as and when they
fall due in the foreseeable future. Accordingly, the
consolidated financial statements have been prepared
on a going concern basis.

Judgements made by management in the application
of IFRS Accounting Standards that have significant
effect on the financial statements and major sources of
estimation uncertainty are discussed in note 3.

“ECASFE PEARKURERERAR
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NC/);I'ES TO THE CONSOLIDATED FINANCIAL STATEMENTS
4= A f

=R Ry

FOR THE YEAR ENDED 31 DECEMBER 2025 {22025 12 A31H IFFE

W

2. MATERIAL ACCOUNTING POLICIES

(continued)

140

(c)

Changes in accounting policies

New and amended IFRSs

The Group has applied amendments to IAS 21, The
effects of changes in foreign exchange rates — Lack of
exchangeability issued by the IASB to these financial
statements for the current accounting period. The
amendments do not have a material impact on these
financial statements as the Group has not entered into
any foreign currency transactions in which the foreign
currency is not exchangeable into another currency.

The Group has not applied any new standard or
interpretation that is not yet effective for the current
accounting period.

Subsidiaries and non-controlling interests
Subsidiaries are entities controlled by the Group. The
Group controls an entity when it is exposed to, or has
rights to, variable returns from its involvement with the
entity and has the ability to affect those returns through
its power over the entity. The financial statements of
subsidiaries are included in the consolidated financial
statements from the date on which control commences
until the date on which control ceases.

Intra-group balances and transactions, and any
unrealised income and expenses (except for foreign
currency transaction gains or losses) arising from intra-
group transactions, are eliminated. Unrealised losses
resulting from intra-group transactions are eliminated in
the same way as unrealised gains, but only to the extent
that there is no evidence of impairment.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A MR E

FOR THE YEAR ENDED 31 DECEMBER 2025 #( £ 2025512 H31H L F &

2. MATERIAL ACCOUNTING POLICIES

(continued)

(d)

Subsidiaries and non-controlling interests (continued)
For each business combination, the Group can elect to
measure any non-controlling interests (“NCI”) either
at fair value or at the NCl's proportionate share of the
subsidiary’s net identifiable assets. NCl are presented in
the consolidated statement of financial position within
equity, separately from equity attributable to the equity
shareholders of the Company. NCI in the results of the
Group are presented on the face of the consolidated
statement of profit or loss and the consolidated
statement of profit or loss and other comprehensive
income as an allocation of the total profit or loss and
total comprehensive income for the year between NCI
and the equity shareholders of the Company. Loans
from holders of NCI and other contractual obligations
towards these holders are presented as financial
liabilities in the consolidated statement of financial
position in accordance with notes 2(s) or (t) depending
on the nature of the liability.

Changes in the Group's interests in a subsidiary that do
not result in a loss of control are accounted for as equity
transactions.

When the Group loses control of a subsidiary, it
derecognises the assets and liabilities of the subsidiary,
and any related NCI and other components of equity.
Any resulting gain or loss is recognised in profit or
loss. Any interest retained in that former subsidiary is
measured at fair value when control is lost.

In the Company’s statement of financial position,
an investment in a subsidiary is stated at cost less
impairment losses (see note 2(n)), unless it is classified
as held for sale (or included in a disposal group
classified as held for sale).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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FOR THE YEAR ENDED 31 DECEMBER 2025 {22025 12 A31H IFFE

W

2. MATERIAL ACCOUNTING POLICIES

(continued)

142

(e)

Associates and joint ventures

An associate is an entity in which the Group or the
Company has significant influence, but not control or
joint control, over the financial and operating policies.
A joint venture is an arrangement in which the Group
or the Company has joint control, whereby the Group
or the Company has the rights to the net assets of
the arrangement, rather than rights to its assets and
obligations for its liabilities.

An interest in an associate or a joint venture is
accounted for using the equity method, unless it is
classified as held for sale (or included in a disposal
Group classified as held for sale). They are initially
recognised at cost, which includes transaction costs.
Subsequently, the consolidated financial statements
include the Group's share of the profit or loss and other
comprehensive income (“OCI") of those investees, until
the date on which significant influence or joint control
ceases.

When the Group's share of losses exceeds its interest in
the associate or the joint venture, the Group's interest
is reduced to nil and recognition of further losses is
discontinued except to the extent that the Group has
incurred legal or constructive obligations or made
payments on behalf of the investee. For this purpose,
the Group's interest is the carrying amount of the
investment under the equity method, together with any
other long-term interests that in substance form part of
the Group's net investment in the associate or the joint
venture, after applying the ECL model to such other
long-term interests where applicable (see note 2(n)(i)).

China Modern Dairy Holdings Ltd.

REARERARREEHRM
F&%@Eﬁlﬁﬁik%; BrERE
EHEAAREGENER - A& D
EREASERARFEEKREH
BNZE  AEBRARFZFARL
HRFEEMNEN  mMTRFEEHA
SEENEMNUNREAEEBSREN
R -

REBERRARAGELENREERAE
AN BRI EERBESRFE
FECGEREEREARATENLE

BET) - RYVBRRAHER - EP 8%
RHRA - BEfR - AV HHRERERE

AEERZEWRRE QA NBEm IE
fb 2 E WA (TEE2E WA DS PTG
WNEE  BEEEATERHEREGIE
RiEzAR/LE -

EARERBERRRAELETH
BEOBEBOEEDN  AREME
SR ET - WF I EEFE D
Eia 1521»‘%.5?”@(57&@%%&%%
ERRRBERE QB RIAENE,
BRIN o Uk Zl»‘%lﬂ’ﬂ%ﬁﬁm@ﬁ%ﬁ%
SRR ENREREE  MEEE L
%&$%F\H§ﬁ%’&7‘}z/\%ﬁ%@
BRE B EREMERER
FEERFRZFEMREES F’E%i‘ﬁi
HEEERER (RHE2AN)

Annual Report 2025



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A MR E

FOR THE YEAR ENDED 31 DECEMBER 2025 #( £ 2025512 H31H L F &

2. MATERIAL ACCOUNTING POLICIES

(continued)

(e)

Associates and joint ventures (continued)

Unrealised gains arising from transactions with equity-
accounted investees are eliminated against the
investment to the extent of the Group's interest in the
investee. Unrealised losses are eliminated in the same
way as unrealised gains, but only to the extent there is
no evidence of impairment.

Acquisition of additional interests in associates or joint
ventures

When the Group increases its ownership interest in an
associate or a joint venture but the Group continues
to use the equity method, goodwill is recognised at
acquisition date if there is excess of the consideration
paid over the share of carrying amount of net assets
attributable to the additional interests in associates or
joint ventures acquired. Any excess of share of carrying
amount of net assets attributable to the additional
interests in associates or joint ventures acquired over
the consideration paid are recognised in the profit or
loss in the period in which the additional interest are
acquired.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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W

2. MATERIAL ACCOUNTING POLICIES

(continued)

144

(f)

Goodwill

Goodwill arising on acquisition of businesses is
measured at cost less accumulated impairment losses
and is tested annually for impairment (see note 2(n)).

Other investments in securities

The Group's policies for investments in securities, other
than investments in subsidiaries, associates and joint
ventures, are set out below.

Investments in securities are recognised/derecognised
on the date the Group commits to purchase/sell the
investment. The investments are initially stated at
fair value plus directly attributable transaction costs,
except for those investments measured at fair value
through profit and loss ("FVTPL") for which transaction
costs are recognised directly in profit or loss. For an
explanation of how the Group determines fair value of
financial instruments, see note 39. These investments
are subsequently accounted for as follows, depending
on their classification.

(i) Non-equity investments

Non-equity investments are classified into one of

the following measurement categories:

- amortised cost, if the investment is held
for the collection of contractual cash flows
which represent solely payments of principal
and interest. Expected credit losses, interest
income calculated using the effective
interest method (see note 2(w)(ii)(a)), foreign
exchange gains and losses are recognised
in profit or loss. Any gain or loss on
derecognition is recognised in profit or loss.

2. ERETHEw

(f)

Gk

R E £ R B 25t
BEBEFETEFFETRENS
(RE$FE2(n)) ©

RESZNEMBRE
AEENEAFRETEERHBER
Al BEARRAEERAFNERE) KR
I -

BHERENRAEERHEE HER
BEEEHMRRILER - BZERA
FEFAEZ(ERQAIFEFAER]D
AEMRENR K AEEZEN B
RN BARENI AR FESNE
EEREX AN - BEAKED
METEZRTAAFENHA F2
BIPMFE39 - REREHRBRTHEDE
BIATHAAR -

iy FRERE
FRBREDERATHEP—IA
SHEER

- BREBERAE WREDE
EREBENRERE - B
ME/INEERFE -
BHREEEE - MEKRA
(ERERNFEFE(R
B FE2(w)(ii)(a))) ~ BE 31
L T 52 By ) 4 ) 2 2 3K
BREZRAER -

China Modern Dairy Holdings Ltd. Annual Report 2025



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A MR E

FOR THE YEAR ENDED 31 DECEMBER 2025 #( £ 2025512 H31H L F &

2. MATERIAL ACCOUNTING POLICIES

(continued)
(g) Other investments in securities (continued)
(i)  Non-equity investments (continued)

Non-equity investments are classified into

one of the following measurement categories:

(continued)

- FVTOCI - recycling, if the contractual cash
flows of the investment comprise solely
payments of principal and interest and the
investment is held within a business model
whose objective is achieved by both the
collection of contractual cash flows and
sale. Expected credit losses, interest income
(calculated using the effective interest
method) and foreign exchange gains and
losses are recognised in profit or loss and
computed in the same manner as if the
financial asset was measured at amortised
cost. The difference between the fair value
and the amortised cost is recognised in OCI.
When the investment is derecognised, the
amount accumulated in OCl is recycled from
equity to profit or loss.

- FVTPL if the investment does not meet the
criteria for being measured at amortised cost
or FVTOCI (recycling). Changes in the fair
value of the investment (including interest)
are recognised in profit or loss.
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(continued)
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(9

Other investments in securities (continued)

(i)  Equity investments
An investment in equity securities is classified
as FVTPL, unless the investment is not held for
trading purposes and on initial recognition the
Group makes an irrevocable election to designate
the investment at FVTOCI (non-recycling) such that
subsequent changes in fair value are recognised
in OCI. Such elections are made on an instrument-
by-instrument basis, but may only be made if the
investment meets the definition of equity from the
issuer’s perspective. If such election is made for a
particular investment, at the time of disposal, the
amount accumulated in the fair value reserve (non-
recycling) is transferred to retained earnings and
not recycled through profit or loss. Dividends from
an investment in equity securities, irrespective
of whether classified as at FVTPL or FVTOCI, are
recognised in profit or loss as other income.

Derivative financial instruments

The Group holds derivative financial instruments to
manage its foreign currency and interest rate risk
exposures. Embedded derivatives are separated from
the host contract and accounted for separately if the
host contract is not a financial asset and certain criteria
are met.

Derivatives are initially measured at fair value.
Subsequently, they are measured at fair value with
changes therein recognised in profit or loss, except
where the derivatives qualify for cash flow hedge
accounting or hedges of net investment in a foreign
operation.
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2. MATERIAL ACCOUNTING POLICIES

(continued)

(i)

Property, plant and equipment

The property, plant and equipment are stated at
cost, which includes capitalised borrowing costs,
less accumulated depreciation and any accumulated
impairment losses (see note 2(n)).

If significant parts of an item of property, plant and
equipment have different useful lives, then they are
accounted for as separate items (major components).

Any gain or loss on disposal of an item of property,
plant and equipment is recognised in profit or loss.
Any related revaluation surplus is transferred from
the revaluation reserve to retained profits and is not
reclassified to profit or loss.

Depreciation is calculated to write off the cost or
valuation of items of property, plant and equipment less
their estimated residual values, if any, using the straight
line method over their estimated useful lives, and is
generally recognised in profit or loss.

The estimated useful lives for the current and
comparative periods are as follows:

- Freehold land is not depreciated.

- Buildings situated on freehold land are
depreciated over their estimated useful life,
being no more than 50 years after the date of
completion.

- Leasehold land is depreciated over the unexpired
term of lease.
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(continued)

(i)

148

Property, plant and equipment (continued)
The Group’s interests in buildings situated on
leasehold land are depreciated over the shorter
of the unexpired term of lease and the buildings'
estimated useful lives, being no more than 50
years after the date of completion.

- Buildings 10 to 20 years

- Motor vehicles 5to 10 years

- Plant and equipment 5to 10 years
Depreciation methods, useful lives and residual values
are reviewed annually and adjusted if appropriate.

Intangible assets (other than goodwill)
Expenditure on research activities is recognised in
profit or loss as incurred. Development expenditure is
capitalised only if the expenditure can be measured
reliably, the product or process is technically and
commercially feasible, future economic benefits are
probable and the Group intends to and has sufficient
resources to complete development and to use or
sell the resulting asset. Otherwise, it is recognised in
profit or loss as incurred. Capitalised development
expenditure is subsequently measured at cost less
accumulated amortisation and any accumulated
impairment losses.

Other intangible assets, including patents and
trademarks, that are acquired by the Group and have
finite useful lives are measured at cost less accumulated
amortisation and any accumulated impairment losses
(see note 2(n)).

Expenditure on internally generated goodwill and
brands, is recognised in profit or loss as incurred.

Amortisation is calculated to write off the cost of
intangible assets less their estimated residual values
using the straight-line method over their estimated
useful lives, if any, and is generally recognised in profit
or loss.
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2. MATERIAL ACCOUNTING POLICIES

(continued)

()

Intangible assets (other than goodwill) (continued)
The estimated useful lives for the current and
comparative periods are as follows:

- Software 5to 10 years

- Distribution channels and customer 5years
relationships
- Patents and trademarks 10 years

Amortisation methods, useful lives and residual values
are reviewed annually and adjusted if appropriate.

Leased assets

At inception of a contract, the Group assesses whether
the contract is, or contains, a lease. This is the case if
the contract conveys the right to control the use of an
identified asset for a period of time in exchange for
consideration. Control is conveyed where the customer
has both the right to direct the use of the identified
asset and to obtain substantially all of the economic
benefits from that use.

(i) Asalessee
Where the contract contains lease component(s)
and non-lease component(s), the Group has
elected not to separate non-lease components
and accounts for each lease component and any
associated non-lease components as a single
lease component for all.

At the lease commencement date, the Group
recognises a right-of-use asset and a lease liability,
except for leases that have a short lease term of
12 months or less, and leases of low-value items
such as laptops and office furniture. When the
Group enters into a lease in respect of a low-value
item, the Group decides whether to capitalise the
lease on a lease-by-lease basis. If not capitalised,
the associated lease payments are recognised in
profit or loss on a systematic basis over the lease
term.
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(continued)

(k) Leased assets (continued)

(i)

As a lessee (continued)

Where the lease is capitalised, the lease liability
is initially recognised at the present value of the
lease payments payable over the lease term,
discounted using the interest rate implicit in the
lease or, if that rate cannot be readily determined,
using a relevant incremental borrowing rate. After
initial recognition, the lease liability is measured at
amortised cost and interest expense is recognised
using the effective interest method. Variable lease
payments that do not depend on an index or
rate are not included in the measurement of the
lease liability, and are charged to profit or loss as
incurred.

The right-of-use asset recognised when a lease
is capitalised is initially measured at cost, which
comprises the initial amount of the lease liability
adjusted for any lease payments made at or
before the commencement date, plus any initial
direct costs incurred and an estimate of costs to
dismantle and remove the underlying asset or to
restore the underlying asset or the site on which it
is located, less any lease incentives received. The
right-of-use asset is subsequently stated at cost
less accumulated depreciation and impairment
losses (see notes 2(i) and 2(n)(ii)), except for the
following types of right-of-use asset:

- right-of-use assets that meet the definition
of investment property are carried at fair
value; and

- right-of-use assets related to leasehold
land and buildings where the Group is the
registered owner of the leasehold interest
are carried at fair value; and

- right-of-use assets related to interests in
leasehold land where the interest in the land
is held as inventory are carried at the lower
of cost and net realisable value (see note
2(0)).
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2. MATERIAL ACCOUNTING POLICIES

(continued)

(k) Leased assets (continued)

(i)

As a lessee (continued)

Refundable rental deposits are accounted
for separately from the right-of-use assets in
accordance with the accounting policy applicable
to investments in non-equity securities carried
at amortised cost (see notes 2(g)(i) and 2(n)(i)).
Any excess of the nominal value over the initial
fair value of the deposits is accounted for as
additional lease payments made and is included
in the cost of right-of-use assets.

The lease liability is remeasured when there is a
change in future lease payments arising from a
change in an index or rate, if there is a change in
the Group's estimate of the amount expected to
be payable under a residual value guarantee, or
if the Group changes its assessment of whether it
will exercise a purchase, extension or termination
option. When the lease liability is remeasured in
this way, a corresponding adjustment is made to
the carrying amount of the right-of-use asset, or is
recorded in profit or loss if the carrying amount of
the right-of-use asset has been reduced to zero.

The lease liability is also remeasured when there
is a lease modification, which means a change
in the scope of a lease or the consideration for a
lease that is not originally provided for in the lease
contract, if such modification is not accounted
for as a separate lease. In this case, the lease
liability is remeasured based on the revised lease
payments and lease term using a revised discount
rate at the effective date of the modification.

In the consolidated statement of financial position,
the current portion of long-term lease liabilities
is determined as the present value of contractual
payments that are due to be settled within twelve
months after the reporting period.
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(continued)
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)

Biological assets

The Group's biological assets comprise dairy cows.
Dairy cows, including milkable cows, heifers and calves,
are measured on initial recognition and at the end of
the reporting period at their fair value less costs to sell,
with any resulting gain or loss recognised in profit or
loss for the year in which it arises.

The feeding costs and other related costs including
staff costs, depreciation charge, utility costs and
consumables incurred for raising of heifers and calves
are capitalised, until such time as the heifers and calves
begin to produce milk.

Agricultural produce

Agricultural produce represents raw milk. Raw milk is
recognised at the point of harvest at its fair value less
costs to sell. A gain or loss arising from agricultural
produce at the point of harvest measuring at fair
value less costs to sell is included in profit or loss for
the period in which it arises. Gains arising on initial
recognition of raw milk at fair value less costs to sell at
the point of harvest presents the difference between the
fair value less costs to sell and the actual costs incurred.

Credit losses and impairment of assets

(i) Credit losses from financial instruments
The Group recognises a loss allowance for
expected credit losses (“ECL"s) on:

- financial assets measured at amortised cost
(including cash and cash equivalents, trade
receivables and other receivables, including
those loans to associates and joint ventures
that are held for the collection of contractual
cash flows which represent solely payments
of principal and interest).
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2. MATERIAL ACCOUNTING POLICIES

(continued)

(n)

Credit losses and impairment of assets (continued)

(i)

Credit losses from financial instruments (continued)
Measurement of ECLs

ECLs are a probability-weighted estimate of credit
losses. Generally, credit losses are measured as
the present value of all expected cash shortfalls
between the contractual and expected amounts.

The expected cash shortfalls are discounted using
the following rates if the effect is material:

- fixed-rate financial assets, trade and other
receivables and contract assets: effective
interest rate determined at initial recognition
or an approximation thereof;

- variable-rate financial assets: current
effective interest rate;

The maximum period considered when estimating
ECLs is the maximum contractual period over
which the Group is exposed to credit risk.

ECLs are measured on either of the following
bases:

- 12-month ECLs: these are the portion of
ECLs that result from default events that
are possible within the 12 months after the
reporting date (or a shorter period if the
expected life of the instrument is less than
12 months); and

- lifetime ECLs: these are the ECLs that result
from all possible default events over the
expected lives of the items to which the ECL
model applies.
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(continued)

(n)

Credit losses and impairment of assets (continued)

(i)

Credit losses from financial instruments (continued)
Measurement of ECLs (continued)

The Group measures loss allowances at an amount
equal to lifetime ECLs, except for the following,
which are measured at 12-months ECLs:

- financial instruments that are determined to
have low credit risk at the reporting date;
and

- other financial instruments for which credit
risk (i.e. the risk of default occurring over
the expected life of the financial instrument)
has not increased significantly since initial
recognition.

Loss allowances for trade receivables are always
measured at an amount equal to lifetime ECLs.

Significant increases in credit risk

When determining whether the credit risk of a
financial instrument (including a loan commitment)
has increased significantly since initial recognition
and when measuring ECLs, the Group considers
reasonable and supportable information that
is relevant and available without undue cost
or effort. This includes both quantitative and
qualitative information and analysis, based on
the Group's historical experience and informed
credit assessment, that includes forward-looking
information.

The Group assumes that the credit risk on a
financial asset has increased significantly if it is
more than 30 days past due.
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2. MATERIAL ACCOUNTING POLICIES

(continued)

(n)

Credit losses and impairment of assets (continued)

(i)

Credit losses from financial instruments (continued)
Significant increases in credit risk (continued)

The Group considers a financial asset to be in
default when:

- the debtor is unlikely to pay its credit
obligations to the Group in full, without
recourse by the Group to actions such as
realising security (if any is held); or

- the financial asset is 90 days past due.

The Group considers a financial instrument to
have low credit risk when its credit risk rating is
equivalent to the globally understood definition of
investment grade.

ECLs are remeasured at each reporting date to
reflect changes in the financial instrument’s credit
risk since initial recognition. Any change in the
ECL amount is recognised as an impairment gain
or loss in profit or loss. The Group recognises an
impairment gain or loss for all financial instruments
with a corresponding adjustment to their carrying
amount through a loss allowance account, except
for investments in non-equity securities that are
measured at FVTOCI (recycling), for which the loss
allowance is recognised in OCI and accumulated
in the fair value reserve (recycling) does not
reduce the carrying amount of the financial asset
in the statement of financial position.
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(continued)

(n) Credit losses and impairment of assets (continued)

(i)

Credit losses from financial instruments (continued)
Significant increases in credit risk (continued)
Credit-impaired financial assets

At each reporting date, the Group assesses
whether a financial asset is credit-impaired. A
financial asset is credit-impaired when one or
more events that have a detrimental impact on the
estimated future cash flows of the financial asset
have occurred.

Evidence that a financial asset is credit-impaired
includes the following observable events:

- significant financial difficulties of the debtor;

- a breach of contract, such as a default or
being more than 90 days past due;

- the restructuring of a loan or advance by the
Group on terms that the Group would not
consider otherwise;

- it is probable that the debtor will enter
bankruptcy or other financial reorganisation;
or

- the disappearance of an active market for
a security because of financial difficulties of
the issuer.
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2. MATERIAL ACCOUNTING POLICIES

(continued)

(n)

Credit losses and impairment of assets (continued)

(i)

(ii)

Credit losses from financial instruments (continued)
Write-off policy

The gross carrying amount of a financial asset is
written off to the extent that there is no realistic
prospect of recovery. This is generally the case
when the asset becomes 90 days past due or
when the Group otherwise determines that the
debtor does not have assets or sources of income
that could generate sufficient cash flows to repay
the amounts subject to the write-off.

Subsequent recoveries of an asset that was
previously written off are recognised as a reversal
of impairment in profit or loss in the period in
which the recovery occurs.

Impairment of other non-current assets

At each reporting date, the Group reviews the
carrying amounts of its non-financial assets
(other than inventories and deferred tax assets)
to determine whether there is any indication of
impairment. If any such indication exists, then the
asset’s recoverable amount is estimated. Goodwill
is tested annually for impairment.

For impairment testing, assets are grouped
together into the smallest group of assets that
generates cash inflows from continuing use that
are largely independent of the cash inflows of
other assets or cash-generating units (“CGU"s).
Goodwill arising from a business combination is
allocated to CGUs or groups of CGUs that are
expected to benefit from the synergies of the
combination.
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(continued)

(n)

Credit losses and impairment of assets (continued)

(ii)

Impairment of other non-current assets (continued)
The recoverable amount of an asset or CGU is
the greater of its value in use and its fair value
less costs of disposal. Value in use is based on the
estimated future cash flows, discounted to their
present value using a pre-tax discount rate that
reflects current market assessments of the time
value of money and the risks specific to the asset
or CGU.

An impairment loss is recognised if the carrying
amount of an asset or CGU exceeds its

recoverable amount.

Impairment losses are recognised in profit or loss.
They are allocated first to reduce the carrying
amount of any goodwill allocated to the CGU, and
then to reduce the carrying amounts of the other
assets in the CGU on a pro rata basis.

An impairment loss in respect of goodwill is not
reversed. For other assets, an impairment loss
is reversed only to the extent that the resulting
carrying amount does not exceed the carrying
amount that would have been determined, net of
depreciation or amortisation, if no impairment loss

had been recognised.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A MR E

FOR THE YEAR ENDED 31 DECEMBER 2025 #( £ 2025512 H31H L F &

2. MATERIAL ACCOUNTING POLICIES

(continued)

(n)

Credit losses and impairment of assets (continued)

(iii)

Interim financial reporting and impairment
Under the Rules Governing the Listing of
Securities on the Stock Exchange of Hong Kong
Limited, the Group is required to prepare an
interim financial report in compliance with HKAS
34, Interim financial reporting, in respect of the
first six months of the financial year. At the end of
the interim period, the Group applies the same
impairment testing, recognition, and reversal
criteria as it would at the end of the financial year
(see notes 2(n)(i) and (ii)).

Impairment losses recognised in an interim
period in respect of goodwill are not reversed in a
subsequent period. This is the case even if no loss,
or a smaller loss, would have been recognised had
the impairment been assessed only at the end
of the financial year to which the interim period
relates.

Inventories

Inventories are measured at the lower of cost and net

realisable value as follows:

Cost is calculated using the weighted average cost

formula and comprises all costs of purchase, costs of

conversion and other costs incurred in bringing the

inventories to their present location and condition.

Net realisable value is the estimated selling price in the

ordinary course of business less the estimated costs of

completion and the estimated costs necessary to make

the sale.
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(continued)
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()

Contract liabilities

A contract liability is recognised when the customer
pays non-refundable consideration before the Group
recognises the related revenue (see note 2(w)(i)). A
contract liability is also recognised if the Group has
an unconditional right to receive non-refundable
consideration before the Group recognises the
related revenue. In such latter cases, a corresponding
receivable is also recognised (see note 2(q)).

When the contract includes a significant financing
component, the contract balance includes interest
accrued under the effective interest method.

Trade and other receivables

A receivable is recognised when the Group has an
unconditional right to receive consideration and only
the passage of time is required before payment of that
consideration is due.

Trade receivables that do not contain a significant
financing component are initially measured at their
transaction price. Trade receivables that contain a
significant financing component and other receivables
are initially measured at fair value plus transaction costs.
All receivables are subsequently stated at amortised
cost (see note 2(n)(i)).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A MR E

FOR THE YEAR ENDED 31 DECEMBER 2025 #( £ 2025512 H31H L F &

2. MATERIAL ACCOUNTING POLICIES

(continued)

(r

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank
and on hand, demand deposits with banks and other
financial institutions, property pre-sale proceeds
held by solicitors that are held for meeting short-
term cash commitments, and other short-term, highly
liquid investments that are readily convertible into
known amounts of cash and which are subject to an
insignificant risk of changes in value, having been within
three months of maturity at acquisition. Bank overdrafts
that are repayable on demand and form an integral
part of the Group's cash management are also included
as a component of cash and cash equivalents for the
purpose of the consolidated cash flow statement. Cash
and cash equivalents are assessed for ECL (see note

2(n)(i).

Trade and other payables (other than refund
labilities)

Trade and other payables are initially recognised at fair
value. Subsequent to initial recognition, trade and other
payables are stated at amortised cost unless the effect
of discounting would be immaterial, in which case they
are stated at invoice amounts.

Interest-bearing borrowings

Interest-bearing borrowings are measured initially
at fair value less transaction costs. Subsequently,
these borrowings are stated at amortised cost using
the effective interest method. Interest expense is
recognised in accordance with note 2(y).
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(continued)

(u)

Employee benefits

(i)

(ii)

Short-term employee benefits and contributions
to defined contribution retirement plans
Short-term employee benefits are expensed
as the related service is provided. A liability is
recognised for the amount expected to be paid
if the Group has a present legal or constructive
obligation to pay this amount as a result of
past service provided by the employee and the
obligation can be estimated reliably.

Obligations for contributions to defined
contribution retirement plans are expensed as the
related service is provided.

Share-based payments

The grant-date fair value of equity-settled
share-based payments granted to employees is
measured using the binomial lattice model. The
amount is generally recognised as an expense,
with a corresponding increase in equity, over
the vesting period of the awards. The amount
recognised as an expense is adjusted to reflect
the number of awards for which the related service
conditions are expected to be met, such that the
amount ultimately recognised is based on the
number of awards that meet the related service
conditions at the vesting date. The equity amount
is recognised in the capital reserve until either
the option is exercised (when it is included in the
amount recognised in share capital for the shares
issued) or the option expires (when it is released
directly to retained profits).

When the award shares are vested, the amount
previously recognised in share award reserve
and the amount of the relevant treasury shares
included in equity under the heading of shares
held under the share award scheme is reversed
and the differences arising from the reversal is
adjusted to retained earnings.
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2. MATERIAL ACCOUNTING POLICIES 2. EAEFHE®w
(continued)
(u) Employee benefits (continued) v EEEMN@
(iii)  Termination benefits (i) KRIETF
Termination benefits are expensed at the earlier of BRIEBAN AR E A BUB R
when the Group can no longer withdraw the offer ZERME R A EEHEREEK
of those benefits and when the Group recognises REF(AREE AE)T Y -

costs for a restructuring.

(v) Income tax (v) Frie#t
Income tax expense comprises current tax and deferred FretiAT e @A A RREER
tax. It is recognised in profit or loss except to the extent I HRNBERER  HEREEXES
that it relates to a business combination, or items PHek B B R i o E fth 2 T AR
recognised directly in equity or in OCI. REIEE B REAERIN
Current tax comprises the estimated tax payable or BIERT I8 B 45 F A JE AR I M A S S 18
receivable on the taxable income or loss for the year B ET T S W AR IE - LA KRB LATE
and any adjustments to the tax payable or receivable F JZ 3 A 3 8 W B TR R eV A2 ] 59
in respect of previous years. The amount of current tax o BN ERNBHIEN B ATE
payable or receivable is the best estimate of the tax B T 2 T SRR TR @ R R R
amount expected to be paid or received that reflects it Re R EMSHE @SR
any uncertainty related to income taxes. It is measured TEAAE % - AVEARI HIZ WS H e
using tax rates enacted or substantively enacted at the BN ER FEEHNORERGTE - A
reporting date. Current tax also includes any tax arising HARIBT RS IRR G ERB
from dividends. 1 -
Current tax assets and liabilities are offset only if certain ENEIRIIEE E R A EERERE TIE
criteria are met. 18 77 B EE -
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(continued)
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(v)

Income tax (continued)

Deferred tax is recognised in respect of temporary
differences between the carrying amounts of assets
and liabilities for financial reporting purposes and the
amounts used for taxation purposes. Deferred tax is not
recognised for:

-  temporary differences on the initial recognition
of assets or liabilities in a transaction that is not
a business combination and that affects neither
accounting nor taxable profit or loss and does
not give rise to equal taxable and deductible
temporary differences;

-  temporary differences related to investment in
subsidiaries, associates and joint venture to the
extent that the Group is able to control the timing
of the reversal of the temporary differences and
it is probable that they will not reverse in the
foreseeable future;

—  taxable temporary differences arising on the initial
recognition of goodwill; and

—  those related to the income taxes arising from
tax laws enacted or substantively enacted to
implement the Pillar Two model rules published
by the Organisation for Economic Co-operation
and Development.

The Group recognised deferred tax assets and deferred
tax liabilities separately in relation to its lease liabilities
and right-of-use assets.
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2. MATERIAL ACCOUNTING POLICIES

(continued)

(v)

Income tax (continued)

Deferred tax assets are recognised for unused tax
losses, unused tax credits and deductible temporary
differences to the extent that it is probable that future
taxable profits will be available against which they can
be used. Future taxable profits are determined based on
the reversal of relevant taxable temporary differences.
If the amount of taxable temporary differences is
insufficient to recognise a deferred tax asset in full, then
future taxable profits, adjusted for reversals of existing
temporary differences, are considered, based on the
business plans for individual subsidiaries in the Group.
Deferred tax assets are reviewed at each reporting
date and are reduced to the extent that it is no longer
probable that the related tax benefit will be realised,;
such reductions are reversed when the probability of
future taxable profits improves.

In all other cases, the measurement of deferred tax
reflects the tax consequences that would follow from
the manner in which the Group expects, at the reporting
date, to recover or settle the carrying amount of its
assets and liabilities.

Deferred tax assets and liabilities are offset only if
certain criteria are met.
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(continued)

(w) Revenue and other income

(i)

(ii)

Revenue from contracts with customers

Information about the Group's accounting policies

relating to contracts with customers is provided in

note 4.

Other income

(a)

Interest income

Interest income is recognised using the
effective interest method. The ‘effective
interest rate’ is the rate that exactly
discounts estimated future cash receipts
through the expected life of the financial
asset to the gross carrying amount of the
financial asset. In calculating interest income,
the effective interest rate is applied to the
gross carrying amount of the asset (when
the asset is not credit-impaired). However,
for financial assets that have become credit-
impaired subsequent to initial recognition,
interest income is calculated by applying
the effective interest rate to the amortised
cost of the financial asset. If the asset is no
longer credit-impaired, then the calculation
of interest income reverts to the gross basis.
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2. MATERIAL ACCOUNTING POLICIES

(continued)

(w)

Revenue and other income (continued)

(ii)

Other income (continued)

(b)

Government grants

Government grants are recognised in the
statement of financial position initially when
there is reasonable assurance that they will
be received and that the Group will comply
with the conditions attaching to them.

Grants that compensate the Group for
expenses incurred are recognised as income
in profit or loss on a systematic basis in the
same periods in which the expenses are

incurred.

Grants that compensate the Group for
the cost of an asset are deducted from
the carrying amount of the asset and
consequently are effectively recognised in
profit or loss over the useful life of the asset
by way of reduced depreciation expense.

The benefit of a government loan at a
below-market rate of interest is treated
as a government grant, measured as the
difference between proceeds received and
the fair value of the loan based on prevailing
market interest rates.

A government grant related to a biological
asset measured at its fair value less costs to
sell was recognised in profit or loss when,
and only when, the conditions attaching to
the government grant are met.
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(x)

Translation of foreign currencies

Transactions in foreign currencies are translated into the
respective functional currencies of group companies at
the exchange rates at the dates of the transactions.

Monetary assets and liabilities denominated in foreign
currencies are translated into the functional currency at
the exchange rate at the reporting date. Non-monetary
assets and liabilities that are measured at fair value in
a foreign currency are translated into the functional
currency at the exchange rate when the fair value was
determined. Non-monetary assets and liabilities that are
measured based on historical cost in a foreign currency
are translated at the exchange rate at the date of the
transaction. Foreign currency differences are generally
recognised in profit or loss.

However, foreign currency differences arising from the
translation of the following items are recognised in OCI:

- an investment in equity securities designated as at
FVTOC],

The assets and liabilities of foreign operations,
including goodwill and fair value adjustments arising on
acquisition, are translated into Renminbi at the exchange
rates at the reporting date. The income and expenses
of foreign operations are translated into Renminbi at
the exchange rates at the dates of the transactions.

Foreign currency differences are recognised in OCl and
accumulated in the exchange reserve, except to the
extent that the translation difference is allocated to NCI.
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2. MATERIAL ACCOUNTING POLICIES

(continued)

(x)

Translation of foreign currencies (continued)

When a foreign operation is disposed of in its entirety or
partially such that control, significant influence or joint
control is lost, the cumulative amount in the exchange
reserve related to that foreign operation is reclassified
to profit or loss as part of the gain or loss on disposal.
On disposal of a subsidiary that includes a foreign
operation, the cumulative amount of the exchange
differences relating to that foreign operation that have
been attributed to the NCI shall be derecognised, but
shall not be reclassified to profit or loss. If the Group
disposes of part of its interest in a subsidiary but retains
control, then the relevant proportion of the cumulative
amount is reattributed to NCI. When the Group
disposes of only part of an associate or joint venture
while retaining significant influence or joint control,
the relevant proportion of the cumulative amount is
reclassified to profit or loss.

Borrowing costs

Borrowing costs that are directly attributable to the
acquisition, construction or production of an asset
which necessarily takes a substantial period of time to
get ready for its intended use or sale are capitalised as
part of the cost of that asset. Other borrowing costs are
expensed in the period in which they are incurred.

Asset acquisition

Groups of assets acquired and liabilities assumed are
assessed to determine if they are business or asset
acquisitions. On an acquisition-by-acquisition basis,
the Group chooses to apply a simplified assessment
of whether an acquired set of activities and assets
is an asset rather than business acquisition, when
substantially all of the fair value of the gross assets
acquired is concentrated in a single identifiable asset or
group of similar identifiable assets.
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2. MATERIAL ACCOUNTING POLICIES

(continued)

170

(2)

Asset acquisition (continued)

When a group of assets acquired and liabilities assumed
do not constitute a business, the overall acquisition
cost is allocated to the individual identifiable assets
and liabilities based on their relative fair values at the
date of acquisition. An exception is when the sum of
the individual fair values of the identifiable assets and
liabilities differs from the overall acquisition cost. In
such case, any identifiable assets and liabilities that
are initially measured at an amount other than cost in
accordance with the Group's policies are measured
accordingly, and the residual acquisition cost is
allocated to the remaining identifiable assets and
liabilities based on their relative fair values at the date
of acquisition.

Related parties
(@)

A person, or a close member of that person’s
family, is related to the Group if that person:

(i) has control or joint control over the Group;

(i) has significant influence over the Group; or

(i) is a member of the key management
personnel of the Group or the Group's

parent.

2. ERETHEw

(2)

EEWBE@®
BE—HERENEENAENEE
WAEK —EEBR - BREUERKA
RN E RN ES A FEESRE T
EEAHBOEEREE - E7#7
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U BB AR K A B N [RI BIUBR b o AL 1B
SR AR AT AR B AN S [ IR ER DA BR AR A
SN BBEITYVIIRFTEMN A F R EE
NEBEHEETHENGZ @ MEK
U B8 AR R B AR B5 Uk B8 B BA Ry AR A
ENETRSOAHRFEERARE -

AR TS
@ fWEBATAL BIZRALTHZA
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g :
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2025 %@i2025¢12ﬂ MNBEIEFE

2. MATERIAL ACCOUNTING POLICIES 2. EAEFHE®w
(continued)
(aa) Related parties (continued) (aa) BB
(b) An entity is related to the Group if any of the b) MMFETHME—I&ME - BNEEA
following conditions applies: REE TR

()  The entity and the Group are members of () ZERBEXQABR-—
the same group (which means that each AR ERAR(NEER
parent, subsidiary and fellow subsidiary is A MEARIRRARKE
related to the others). AR LR A B EE)

(i) One entity is an associate or joint venture iy —HERBRS BB
of the other entity (or an associate or joint ERARAEREES—
venture of a member of a group of which the ERARKBERANERE
other entity is a member). THRE AR E QA

BEEE) o

(i)  Both entities are joint ventures of the same iy MEEBHEBR—F=H
third party. RSN

(iv) One entity is a joint venture of a third entity vy —HEEBRE=FEEHN
and the other entity is an associate of the BELE ME—EBA
third entity. ZE=ZTEBHNBLEA

o

(v The entity is a post-employment benefit V) EBERALNEENEAEH
plan for the benefit of employees of either EEBHNEENRESREN
the Group or an entity related to the Group. RHBEER IR RAIETE

(vi)  The entity is controlled or jointly controlled (vi) EBERBX()EMHENATE
by a person identified in (a). 3 H RIS o

(vii) A person identified in (a)(i) has significant (vii)y P (a)(i )IEF)/TE%/DJU}\:':%‘JT
influence over the entity or is a member of BAE giﬁ]‘i% ZE
the key management personnel of the entity B (3% E’ﬁ‘; NCIDES
(or of a parent of the entity). EEBEKE -

(vii) The entity, or any member of a group of (viii ZERB(EE(MZEE
which it is a part, provides key management REFKE)RNERKER
personnel services to the Group or to the Q)WZIKE@YZFE.E’]!
Group's parent. NARETEZEBAER

ﬁ% o

Close members of the family of a person are E-—ALTHVIRRGEXRERTEPNKEEE

those family members who may be expected to BETRHGFAIZEZALTHARZALTEE

influence, or be influenced by, that person in their BZERIEKE °

dealings with the entity.
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2. MATERIAL ACCOUNTING POLICIES

(continued)

(bb) Segment reporting

172

Operating segments, and the amounts of each segment
item reported in the financial statements, are identified
from the financial information provided regularly to the
Group's most senior executive management for the
purposes of allocating resources to, and assessing the
performance of, the Group's various lines of business
and geographical locations.

Individually material operating segments are not
aggregated for financial reporting purposes unless the
segments have similar economic characteristics and are
similar in respect of the nature of products and services,
the nature of production processes, the type or class of
customers, the methods used to distribute the products
or provide the services, and the nature of the regulatory
environment. Operating segments which are not
individually material may be aggregated if they share a
majority of these criteria.

2. ERETHEw

(bb)

2 EPE ]

RED BRI MER2HE D AR
BOERE  NIREADARESEBR
DEBREFEERARRA LM E
NEMEHRMARERSTRELE
RENMBEHEPMBER

EREREED BN S oS B
Bma Bt BRIEEED S AEEBEUN
RESY AERRRBEE  £E
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BIEREED BRI G H -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A MR E

FOR THE YEAR ENDED 31 DECEMBER 2025 #( £ 2025512 H31H L F &

3. ACCOUNTING JUDGEMENTS AND
ESTIMATES

(@) Critical accounting judgements in applying the
Group's accounting policies
In the process of applying the Group’s accounting
policies, management has made the following
accounting judgements:

(i) Determining the lease term

As explained in policy note 2(k), the lease liability
is initially recognised at the present value of the
lease payments payable over the lease term. In
determining the lease term at the commencement
date for leases that include renewal options
exercisable by the Group, the Group evaluates the
likelihood of exercising the renewal options taking
into account all relevant facts and circumstances
that create an economic incentive for the Group
to exercise the option, including favourable terms,
leasehold improvements undertaken and the
importance of that underlying asset to the Group's
operation. The lease term is reassessed when
there is a significant event or significant change
in circumstance that is within the Group’s control.
Any increase or decrease in the lease term would
affect the amount of lease liabilities and right-of-
use assets recognised in future years.

(b) Sources of estimation uncertainty
Notes 16, 36 and 38 contain information about the
assumptions and their risk factors relating to valuation
of goodwill impairment, fair value of share options
granted and financial instruments.

“ECASFE PEARKURERERAR

3. SEFHERMAE

(a)

(b)

EREEESTHRENERS
Eal ]
RERASESABRNBRET &
BEMEL T AT & HIE -

() EEHEEMR
HANE2KBBRAHA - HE
BERVZHENRARNEE
NRHBREER - BEREAE
BATREMEREEENEES
#H s B M HEHIRE - K
SESFHITREEREERNA
Bl ANZEEMARBEEER
B ZEFFERBERERAE
BITE B R R -
BRANKNGR  SETHHE
ERBEULZEREEHAEE
BENBEEN - BRAELREET
THENNEAFTHRBREE
BEREE  HERRBEHNT
ity - HE BR RO (E(AIE hn gkl
ey E8RRFEEANEER
BEREREEENSHE -

&t A HEE M B RR
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FOR THE YEAR ENDED 31 DECEMBER 2025 {22025 12 A31H IFFE

3. ACCOUNTING JUDGEMENTS AND
ESTI MATES (continued)

Sources of estimation uncertainty (continued)

174

(b)

(i)

Fair value measurements of biological assets

The Group's biological assets are measured at fair
value less costs to sell at the end of the reporting
period. The Group uses valuation techniques
that include inputs that are not based on market
observable data to estimate the fair value of
biological assets. For heifers and calves, the fair
value is determined based on the 14 months old
heifers’ local market selling prices and adjusted
by estimated feeding costs for heifers and calves
older or younger than 14 months. For milkable
cows, the fair value is determined by using the
multi-period excess earning method with key
inputs including the discount rate, the estimated
feed costs per kilogram ("kg"”) of raw milk,
estimated average daily milk yield at each lactation
cycle and the estimated future market price of
raw milk. Any changes in the inputs may affect
the fair value of the Group's biological assets
significantly. The carrying amount of the Group's
biological assets as at 31 December 2025 was
RMB11,271,008,000 (2024: RMB12,435,776,000).
Further details are set out in notes 20 and 39.

3.

A B R A w

(b) fhHETHEE MM R @

(i)

EYEENDFETE

AEBRHEMEERRE BRIE
N EREERANGTE - NEE
EYEEN AN TER  AEEIKR
B EETIERE AT R M IS T
BB AR A E R » Bt/ &
FRANFTE  AFEIRET
PUE B R/ NG AT HEE
MET » WA+ @
A8 NS R/NFER R 8B
KRFE - gFms - RFED
% s R EREE A
HE(BREMEE  §FRm(F
RDERDOEFRERE « &
BILHNEFTFEHSRENE R
FER e AR R T(E)E
TE oo W ABIBMNEREEHHA]
BEREYERAEREMEENR
F1{E - A2025F 128318 * &
EEAEMEENRAEAARE
11,271,008,0007T (20245 : AR
#512,435,776,0007C) ° #— £ =F
BRI E20839 °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A MR E

FOR THE YEAR ENDED 31 DECEMBER 2025 #( £ 2025512 H31H L F &

3. ACCOUNTING JUDGEMENTS AND
ESTIMATES (continued)

(b) Sources of estimation uncertainty (continued)

(ii)

Estimated impairment of goodwill

Determining whether goodwill is impaired
requires an estimation of the recoverable amount
of the CGUs to which goodwill has been allocated,
which is the higher of its value in use and fair value
less costs of disposal. The value in use calculation
requires the Group to estimate the future cash
flows expected to arise from the CGUs, a suitable
pre-tax discount rate and the growth rate used
to extrapolate the cash flows beyond the budget
period in order to calculate the present value.
Where the actual future cash flows are less than
expected or when there is a downward revision to
the estimated future cash flows due to changes in
facts and circumstances, further impairment loss
may arise.

As at 31 December 2025, the carrying amount
of goodwill is RMB1,818,318,000 (2024:
RMB1,819,377,000), net of accumulated
impairment loss of RMB812,669,000 (2024:
RMB812,669,000). Details of the impairment test
are disclosed in Note 16.

“ECASFE PEARKURERERAR

3. BEHER G w

(b) T E M B 2R ()

(ii)

BENGERE
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FOR THE YEAR ENDED 31 DECEMBER 2025 {22025 12 A31H IFFE

4. REVENUE AND SEGMENT REPORTING 4. WARDEB2HH
The Group manages its businesses by divisions, which are REBREBEFIEREER - ZFHMAE
organised by a mixture of both business lines (products and FBR(ER MRS KR uEE S - AE
services) and geography. In a manner consistent with the EEmEMEZ®RO M - AN ERREER
way in which information is reported internally to the Group's BERTHERABASRSEERADEEIR
most senior executive management for the purposes of RETHHERA R —5 -

resource allocation and performance assessment, the Group
has identified two reportable segments.

(a) Revenue (@) WA
(i)  Disaggregation of revenue from contracts with () ZBEFEHBAASD
customers
Disaggregation of revenue from contracts with RIBERAMBE  BFME
customers by major products or service lines, R AERER S BNEFE
geographical location of customers and timing of ZUW A BRI T -

revenue recognition is as follows:

2025 2024
20254 20244
RMB'000 RMB’000

AR®BTR ARETT

Revenue from contracts with customers Bl B 1535 &5 % B 551555

within the scope of IFRS 15 EEANESSHBRA
Disaggregated by major products of ERBGEEEERED
service lines
- Raw milk - R 10,466,158 10,454,371
- Feeds and farm supplies - SR R G Y E 2,097,440 2,731,106
- Breeding products and platform services - BTEE M & F & R 37,116 68,864
12,600,714 13,254,341
Disaggregated by geographical location of ~ ERFHIBE &5
customers
- Chinese Mainland - REA 12,278,416 12,966,550
— Other countries - HibBEx 322,298 287,791
12,600,714 13,254,341
Disaggregated by timing of revenue R ARRERES
recognition
= At a point in time - FEfE 12,576,061 13,220,310
- Overtime - BEE R AR 24,653 34,031
12,600,714 13,254,341
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FOR THE YEAR ENDED 31 DECEMBER 2025 #( £ 2025512 H31H L F &

4. REVENUE AND SEGMENT REPORTING

(continued)

(a) Revenue (continued)

(ii)

(iii)

Performance obligations for contracts with
customers and revenue recognition policies

For the sales of raw milk, revenue is recognised
when control of the raw milk has been transferred,
being at the point the customer received and
accepted the raw milk, the normal credit term of
which is 30 days.

For the sale of feeds and farm supplies and
breeding products, revenue is recognised when
control of these goods has been transferred. This
occurs either when the customer receives them
or when they are dispatched, depending on the
contract terms. The typical credit term is between
30 and 90 days.

Revenue from platform services is mainly
recognised over time. The advance payments
received for such services are recorded as contract
liabilities and recognised as revenue on a straight-
line basis over the service period.

Transaction price allocated to the remaining
performance obligation for contracts with
customers

Sales of raw milk, feeds and farm supplies,
breeding products and platform services are for
periods of one year or less. As permitted under
IFRS 15, the transaction price allocated to these
unsatisfied contracts is not disclosed.

“ECASFE PEARKURERERAR

4. WARDHER@

(@) WA@

(ii)

(iii)
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REVENUE AND SEGMENT REPORTING

(continued)
(a) Revenue (continued)
(iv)  Information about major customers
Revenue from customers contributing over 10% of
the total sales of the Group is as follows:

WA RS EB 2 H e

(@) WA@
vy BEEIEEFNER
HAEEHESHEEERI10%MU

MEPWALT :
2025 2024
20255 202445
RMB’000 RMB’000

AR®BTR AR¥TTT

Customer A EFEA

Raw milk REH 9,184,398 9,617,092

Others Hib 10,874 2,685
9,195,272 9,619,777

(b) Segment information
The Group's reportable segments under IFRS 8 are as
follows:

J Raw milk business — raising and breeding dairy
cows to produce and sell raw milk.

J Integrated dairy farming solutions business
— trading, production and sales of feeds and
breeding products, provision of platform services
through digital intelligence platform.

(b) ZHEH
AEEN BRI REERESE T
2H|OEMT

o REMER - AR RBEDFIA
HEEREERK -

o BERAMANRER - BBAM

BY TR MERERNR
7 FEREENRERF IR
% o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(continued)

VA=A

/\/\

& B % R M R

FOR THE YEAR ENDED 31 DECEMBER 2025 ?E“ﬁzi2025¢12)5] NHILEFE

4. REVENUE AND SEGMENT REPORTING 4. WARDH2HR@
(b) Segment information (continued) (b) ZEER @
(i)  Segment revenues and results (i) DBRAREE
The following is an analysis of the Group's revenue NTRIZEFDMEFINAE
and results by reportable segments: KA R B DT -
For the year ended 31 December 2025 B E2025F12H31H I F/E
Integrated
dairy farming Total
Raw milk solutions reportable
business business segments  Eliminations  Consolidated
BEGA
REM%R BARRRE E2RIH4E it &4
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETR  AR¥TR  ARETn  ARETR  AR%TR
Segment revenue AHUA
Exteral sales HiMRE 10466158 2,134,556 12,600,714 - 12600714
Inter-segment sales PUmEEE - 3,492,429 3,492,429 (3,492,429) -
Segment loss AR (1,007,505) (34608)  (1,042,113) (.021)  (1,049,134)
Share of profit of associates ElEE LA 25,603
Unallocated other income AOREMA 5,657
Unallocated other gains and losses APREMSRRER 32,580
Unallocated expenses EAY (207,052)
Loss before taxation BinER (1,192,346)

“ECLAFFER PEARRKURERFARLT
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W

4. REVENUE AND SEGMENT REPORTING 4.

180

(continued)

(b)

Segment information (continued)

0

WA KD EEH @

(b) PEER @

Segment revenues and results (continued) (i DEBUA R R ()
For the year ended 31 December 2024 BLE2024F 12H31H 1FF/E
Integrated
dairy farming Total
Raw milk solutions reportable
business business segments  Eliminations  Consolidated
B
REMEE  BAPRER  ERod4E i e
RMB000 RMB000 RMB000 RMB000 RMB000
ARETE  ARETR  ARETR  ARETR  ARETR
Segment revenue pi:L 0N
External sales HIMRE 10,454,371 219910 13,254,341 - 13,254,341
Inter-segment sales PHEEE - 2507925 2507925 (2,507,925) -
Segment oss)fproft HHEE)/ A (129762 %53 (125629 237 (1.290409)
Share of profit of associates EERELAET 4532
Unallocated other income RAREMHA 1200
Unallocated other gains and losses FOREMNERER 84,39
Unallocated expenses FORER (273,747)
Loss before taxation BHiEE (1474212)

Segment profit represents the profit before
tax earned by each segment without allocation
of central administration expenses, corporate
income and expenses, certain other gains and
losses and share of results of associates that are
not directly attributable to operating segments.
This is the measure reported to the CODM for the
purposes of resources allocation and assessment
of segment performance. Inter-segment revenue
is charged at prices agreed between group
entities, which are determined by reference to the
prices offered to third party customers.

7 HB g A 35 & 0 JB AT ER AN A BR AR
ADEA - ROBHRITHFAX
EERANAS - & THEMKES
REBEREGBRE AR EE L
FEERRBREEDE) ~ 15
BERIZEERAREANER
DERDBRBTENER - 2
BRI AR S EE 8 2 i E H
BRI - BRERII2EME
= EPRHEMERETE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AR e B 1% R M R

FOR THE YEAR ENDED 31 DECEMBER 2025 #{ 22025512 A31H |FF[Z

4. REVENUE AND SEGMENT REPORTING 4. WARDHEHRw@
(continued)
(b) Segment information (continued) (b) DEER @
(i)  Segment assets and liabilities iy IHEERERE
The CODM makes decisions according to FELERFERBES DML
operating results of each segment. No analysis EEEFELRR BHREBRLE
of segment assets and segment liabilities is REETGERERD I RKE
presented as the CODM does not regularly B mERERMILEEA
review such information for the purposes of kB B RZH D EEE RS E
resources allocation and performance assessment. ﬁ %ﬂ e Bt - 2553
Therefore, only segment revenue and segment DEBHEAE ©
results are presented.
(iiiy  Other segment information (i) HfboWER
For the year ended 31 December 2025 BLE2025F 1231 HIFFE
Integrated
dairy farming Total
Raw milk solutions reportable
business business segments  Unallocated  Consolidated
BEGA
RAM%R BARREE E2RIULE AR &4
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETR  ARBTR  ARETR  ARRTR  AR%Tx
Amounts included in the measure of HADDERIENSE -
segment profit or loss:
Depreciation and amortisation charged IR B BA&HTE RE
to profit or loss 474,490 45,220 519,710 13916 533,626
Impairment losses of trade and EUEZEHRAEY
other receivables FENRERE - 10,938 10,938 15,663 26,601
Loss on disposal of property, plantand ~ (HEWZ « B R3kER
equipment BE 18,140 465 18,605 4173 22,778
Share of loss/{profit) of associates and BB RFRAGEE
a joint venture B/ (47 2,264 22,469 24,733 (25,604) (871)
Fair value gain on derivative financial eI AMATENS
instruments - - - 24138 24138
Finance costs BENT 629,077 8,144 637,221 - 637,221
Interestincome HERA (129,187) (13580)  (142,767) - (42767)
Loss arising from changes in fairvalue ~ FIFATEEERA4HE
less costs to sell of dairy cows RAEENER 3,108,101 - 3,108,101 - 3,108,101
Income tax FiEH - 11,616 11,616 (46) 11,570
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AR B B 55 ¥R R B Rt

FOR THE YEAR ENDED 31 DECEMBER 2025 {22025 12 A31H IFFE

4. REVENUE AND SEGMENT REPORTING 4. WARSHEH @

(continued)

(b) Segment information (continued) (b) DEER @
(iii)  Other segment information (continued) (i) HfboEWER @
For the year ended 31 December 2024 BLZE2024F 1231 HIFFE
Integrated
dairy farming Total
Raw milk solutions reportable
business business segments  Unallocated  Consolidated
gEga
REMER  BANRRE  2HHTEE AR e

RMBI000 RMBI000 RMB'000 RMB'000 RMB'000
ARRTR  ARETR  ARETR ARETR ARETR

Amounts included in the measure of SAPBERTENEE -
segment profit or loss:
Depreciation and amortisation charged B EERNNEREH

to profit or loss 486,326 37488 523814 11,855 535,669
Impairment losses of trade and REREAFR RE RN

other receivables RENEERR - 18,650 18650 3% 18,686
Loss on disposal of property, plantand ~ (£EWZ B RAE

equipment BiE 13771 1459 15230 1028 16,258
Share of loss/{orofit) of associatesand ~ EEBELNARAELE

a joint venture B/ (a7 5810 (11,120 (5310) (453) (9642
Impairment loss on goodil BENERE 599240 - 599240 - 599,240
Fair value gain on derivative financial TR ANATENS

instruments - - - (59.689) (59.689)
Finance costs BERL 503,288 2538 528474 - 528474
Interest income FISMA (70959) (4,384) 75.343) - (75383)
Loss arising from changes in fairvalue ~ SL-ATEEERI 4 HE

less costs to sell of dairy cows WAEERNER 2,862,562 - 2,862,562 - 2,862,562
Income tax FEH - 10,841 10,841 (15,618) @7

1 82 China Modern Dairy Holdings Ltd. Annual Report 2025



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
KRB B 55 ¥R B R

FOR THE YEAR ENDED 31 DECEMBER 2025 #{ 22025512 A31H |FF[Z

4. REVENUE AND SEGMENT REPORTING 4. WARTH2HR @

(continued)

(b) Segment information (continued) (b) DEER @
(iv) Geographical information (iv) HEER
The Group’s operations are mainly located in AEENEBEFZURFTER
Chinese Mainland. i o
Information about the Group’s revenue from BRARNEERBINIEPBBA
external customers is presented based on the BRREEMEEY

location of the operations.

Revenue from
external customers

RENBEFEHIBA
2025 2024
20254 20244F
RMB’000 RMB’000

ARBTR ARBET T

Chinese Mainland SlEvNp: 12,245,843 12,938,600
Other jurisdiction Hith B AR 354,871 315,741
12,600,714 13,254,341
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5. OTHER INCOME

184

5.

Hl A

2025 2024
20254 20244
RMB’000 RMB'000

ARBTR ARET T

Interest income FEUA 142,767 75,343
Government grants related to BT FIER BB BT R

- Assets (Note i) - &= (KIFED 117,035 100,311

Income (Note ii) e ONCiEED) 36,672 53,764

153,707 154,075

Others Hi 17,982 48,834

314,456 278,252

Notes:

These government grants are in relation to (i) compensations
of the capital expenditure incurred for purchase of plant
and machinery and right-of-use assets, which are recognised
over the useful life of the related assets; (ii) the purchase
of inventories, which are credited to the profit or loss over
the periods in which the inventories were consumed; and
(i) purchase of biological assets measured at fair value less
costs to sell, which are credited to the profit or loss, when the
conditions attaching to the government grant are met.

These government grants are unconditional government
subsidies received by the Group for the purpose of giving
immediate financial support to the Group's operation.

GEX

ZEMTHERERN - (VEERE LA
REREAENERHNHERERE
EMRERFHANER)  (MBEFER
FREEFRNARAAER) - RNBEMN
RNHEREERANFTENEYEEREBRT
108 530 PP R A 0 2 B 5T AR 2S) ©

% 55 DR 468 B 70 A = (B8 Y ER e 48 AR 1 DR S
fHEh - B E/AEEM 2 ERMHEE MK
XHF e
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6.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2025 %@i2025¢12ﬂ MNBEIEFE

LOSS BEFORE FINANCE COSTS AND 6. BRBERARBEREE
TAXATION
Loss before finance costs and taxation is arrived at after B 8 S K B TE A ES 18 T H0BR (BT A T 31
charging/(crediting): BEHEFESL -
2025 2024
2025F 20244F
RMB'000 RMB’000
ARMEF T ARETTT
Cost of sales: HEXA :
Breeding costs to produce raw milk EREH R B AR AR 7,203,113 7,197,211
Gains arising on initial recognition of REH W R RN T E
raw milk at fair valueless costs to sell at B PR AR WA SR B A
the point of harvest ol & 2,933,598 2,956,624
Cost of feeds and farm supplies sold B & &R RS E KA 1,939,086 2,587,236
Cost of breeding products sold and EEHEEERKRTARE
platform services D@ 4,063 18,429
12,079,860 12,759,500
Other gains and losses, net: Hihlhzs MR F 5 -
Net foreign exchange (gain)/loss HNE (W 25), RS R 5 (61,381) 57,516
Losses on disposal of property, plant and HEWME - BERZED
equipment &8 22,778 16,258
Loss on termination of lease agreements KIEHEHRENEE - 3,940
Loss on disposal of other intangible assets HE E A 8 E VB R - 72
Gain on remeasurement of previously held EHFTE 2RI AR ARES
equity interests g %5 - (15,212)
Foreign currency forward contracts SN IR BRE A - 1,508
Foreign currency option contracts SN HRAE A 4 (1,756) (16,259)
Capped and floored cross currency swap HEHERZXX EisH 42,299 (44,938)
Cross currency swap ﬁyfb\ﬁgﬁiﬁﬂ (16,405) -
Changes in provision for obligation to RENGEHOBRIEEH
return dairy cows (Note 34(i)) (BT 5E34()) (1,506) (3,318)
Fair value gain on commitment to IR ER N AR A TE
non-controlling interests (Note 34(ii)) Weas (B 34i) (37,992) (41,935)
Gain on partial redemption of long term o B R R BES K=
bonds (2,906) (20,901)
Bargain purchase arose in the acquisition of YIS S8 IR AR EUEE
business - (26,204)
Others Hith 6,942 4,662
(49,927) (84,811)

“ECASFE PEARKURERERAR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B B 55 ¥R R B Rt

W

FOR THE YEAR ENDED 31 DECEMBER 2025 {22025 12 A31H IFFE

6.

186

LOSS BEFORE FINANCE COSTS AND

TAXATI 0 N (continued)

Loss before finance costs and taxation is arrived at after

charging/(crediting): (continued)

BREAESL - (8

6. RBERARBEANER®

B B AR R A R A RS 4R TS5 F0RR (READ T3

2025 2024
2025%F 202445
RMB'000 RMB’000
ARMF T ARBTIT
Depreciation of property, plant and Mm% -~ BB LRETE
equipment 798,040 729,435
Depreciation of right-of-use assets REEENE 165,165 200,605
Amortisation of other intangible assets Hivfm g EgE 9,504 9,201
Less: capitalised in biological assets W EMEEER e (439,083) (403,572)
Depreciation and amortisation charged to Mk BEmAITE R
profit or loss 533,626 535,669
Short-term lease expense WHIEERY 28,352 22,196
Less: capitalised in biological assets B EWBEEBEAN e (11,874) (7,936)
Short-term lease expense charged to profit ~ IR EBEMEHHEEM X
or loss 16,478 14,260
Employee benefits expense: EERAMFEX
Salaries and allowances ¥E MR 993,144 1,058,834
Retirement benefit schemes contributions RIRAE R E B LK 95,194 93,433
Equity-settled share award expense VAR #E 45 B IR B2 B A <2 52,996 51,711
Less: capitalised in biological assets B EMEEENLeRE (304,464) (362,992)
Employee benefits charged to profit or loss 1k BB HEB @ 836,870 840,986
Auditors’ remuneration 1% S5 R 2 B 3,800 4,350
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
KRB B 55 ¥R B R

FOR THE YEAR ENDED 31 DECEMBER 2025 #{ 22025512 A31H |FF[Z

7. FINANCE COSTS 7. BLERAKR
2025 2024
20254 20244F
RMB’'000 RMB'000
AR¥ET T AREFIT
Interest expenses on: MERZ :
Bank borrowings RITER 321,766 311,324
Long term bonds REES 149,242 83,110
Short term debenture HIRLE & 4,153 -
Other borrowings EbfEsk 69,338 37,231
Lease liabilities HEAE 92,722 97,009
637,221 528,674
8. IMPAIRMENT LOSSES UNDER ECL, NET 8. HHIEEEEEZRTNRERSE
OF REVERSAL HBR#EEE
2025 2024
20254 20244
RMB’000 RMB'000
ARET T ARETTT
Impairment losses recognised in respect of: Bt N5 % BHERARE RIS -
Trade receivables JEULE 5 RN 14,737 18,650
Other receivables H fib pE 5 IE 11,864 36
26,601 18,686

Details of impairment assessment are set out in Note 38.

“ECLAFFER PEARRKURERFARLT
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

f= A

W

S R R M R

FOR THE YEAR ENDED 31 DECEMBER 2025 {22025 12 A31H IFFE

9.

188

INCOME TAX EXPENSE/(CREDIT) AND
DEFERRED TAXATION

Taxation in the consolidated statement of profit
or loss represents:

9. FIBHMAX (ER)RIELEHE

GEBERRPHIBIERE
2025 2024
20254 20244
RMB’'000 RMB'000

ARBFR ARBET T

Current tax: BNHARR IE -
PRC Enterprise Income Tax RS 13,390 16,049
Other jurisdiction Hiy m) AR 398 1,378
Under/(over) provision in respect of BEEENBETR/
prior years: (#84R) :

PRC Enterprise Income Tax R TSR 3,342 (15,033)
17930 2,394
Deferred tax RIETHIE (5,560) 7,171)

11,570 @4,777)

The Company is incorporated as an exempted company
and as such is not subject to any tax in the Cayman
Islands.

No provision for taxation in Hong Kong has been made
as the Group's income neither arises in, nor is derived
from Hong Kong.

Under the Law of the PRC on Enterprise Income Tax
(the “EIT Law”) and Implementation Regulation of
the EIT Law, the statutory income tax rate of the PRC
subsidiaries is 25% for both years.

Taxation arising in other jurisdiction is calculated at the
rate prevailing in the relevant jurisdiction.

AREERER R AR MK
SRS BEMNHENAR

WEREBHRBELBE  RER/AN
SEREALEELBRANERES
BZHA °

RIEFPEEEMBRE(EERE
EDREERBBOEERIEN - 1
BB AR R M EFENEEMR S
MR 1325% °

Hi AARELENRIBADRER
AAERRITH RS -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A MR E

FOR THE YEAR ENDED 31 DECEMBER 2025 #( £ 2025512 H31H L F &

9. INCOME TAX EXPENSE/(CREDIT) AND
DEFERRED TAXATION (continued)

(a)

Taxation in the consolidated statement of profit
or |OSS represents: (continued)

According to the prevailing tax rules and regulation of
the EIT Law, 52 subsidiaries of the Group is exempted
from enterprise income tax for taxable profit from the
operation of agricultural business in the PRC for the
year ended 31 December 2025 (2024: 58 subsidiaries).

Pursuant to the PRC EIT Law, a 10% withholding tax
is levied on dividends declared to foreign investors
from the foreign investment enterprises established in
Chinese Mainland. The requirement is effective from 1
January 2008 and applies to earnings after 31 December
2007. A lower withholding tax rate may be applied if
there is a tax treaty between China and the jurisdiction
of the foreign investors. For the Group, the applicable
rate is 5% or 10%.
provided for in the consolidated financial statements

Deferred taxation has not been

in respect of the accumulated profits of the PRC
subsidiaries amounting to RMB4,683,051,000 as at 31
December 2025 (31 December 2024: RMB4,924,126,000)
as the Group is able to control the timing of the reversal
of the temporary differences and it is probable that the
temporary differences will not reverse in the foreseeable
future.

“ECASFE PEARKURERERAR

9. FIBHMAX (ER)RIELEHRE

(|

(a

~

v

REBRBRPHOBIRE - @

BIBECEMESRARITHRSARRE
] B E2025F12A31BIEEFE - K
S B R 52fE K B A B (20244 + 58fE MY
BRAE)RAPELEREEBELNE
REE AR AN R

REBEFRHPEMSEE  RARAL
MBI ECERIINEREEST IR
fEEBEN10%NTEINR - ZRTEH
20084F1 A1 B BAER » I i# A #2007
F12A31BEMEF o {4 s
R EEMERERREATI L T RIEE
2 AR FEIBIBRE - KEER
R B5%8%10% © I 7R 5t A B Bt
BARN2025F12 4318 2% A A
R #4,683,051,0007T (2024412 A 31
B 1 AR¥4,924,126,0007T) PR 4 Bt
BHREBCHEBELEE - AR
NEI@E%’J?%W@%%%%ﬁmﬁ%?ﬁ
Nz EE R EENA] R AERA 6
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

W

e MBRRNE

FOR THE YEAR ENDED 31 DECEMBER 2025 {22025 12 A31H IFFE

9.

190

INCOME TAX EXPENSE/(CREDIT) AND 9. FSHBX (E%) RIELBIH
DEFERRED TAXATION (continued) (%)
(b) Reconciliation between tax expense and by BHERIHEHREAFERTENS
accounting profit at applicable tax rates a8 I 59 ¥ AR
2025 2024
2025%F 20244F
RMB'000 RMB'000
AR¥T R ARETT
Loss before taxation BRELRIESE (1,192,346) (1,474,212)
Tax at applicable income tax rate at 25% 1% Fi TS BB K 25%5T H K
(2024: 25%) Fi18 (20244 1 25%) (298,087) (368,553)
Effect of tax exemption granted to BEEBWBARRHIFEN
agricultural business subsidiaries Fe (69,686) (48,066)
Effect of unutilised losses incurred from BEEKHE A ARELREF
agricultural business subsidiaries and & 18 T2 B AN AT 085 7 2 Y
other non-deductible expenses Fe 378,968 427,777
Effect of different tax rates of entities REMAEEREEHERD
operating in other jurisdictions TRBENTE 1,217 (56)
Effect of tax losses not recognised RERMBEBHENTZZ 3,667 1,784
Utilisation of tax losses previously not BB RERTIAEIE
recognised (7,851) (2,630)
Under/(over) provision in respect of BEFEMNRETR (B
prior years 3,342 (15,033)
Income tax FriSH 11,570 4,777)

As at 31 December 2025, the Group’s PRC subsidiaries
had unused tax losses of RMB103,890,000 (2024:
RMB120,626,000) incurred by non-agricultural business
in the PRC. These unused tax losses as at 31 December
2025 will expire in year 2026 to year 2030 as disclosed in
the following table if not utilised. No deferred tax asset
has been recognised in relation to such tax losses as it is
not probable that taxable profit will be available against

which the tax losses can be utilised.

HEE -

M2025512A31H » AEE R
BARAEIRTREMIEREXEBELENRK
A EE A AR 103,890,0007T
(20244 © NFR¥#120,626,0007T) ° 14
R2025F 12 A3V HZERE AR IEE
EARESA - EiR20265F 220304
JEm  WTNRATEE - ARATRETE
ESERF MM B ARERRE -
E I S A R A AR

RIEFER
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9.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A MR E

FOR THE YEAR ENDED 31 DECEMBER 2025 #{ 22025512 A31H |FF[Z

INCOME TAX EXPENSE/(CREDIT) AND

DE F E RRED TAXATION (continued)

(b)

Reconciliation between tax expense and
accounting profit at applicable tax rates (continued)

9.

Fr8HiRMY (%) RIELES Hw

by BHERTHREABZRTENS
FHERNEER @

2025 2024
20254 20244

RMB’000 RMB’000

ARET T ARET T

2025 20254 - 1,363
2026 20264 4,826 34,867
2027 20274 27,268 27,268
2028 20284 49,989 49,989
2029 20294 7,139 7,139
2030 20304 14,668 -
103,890 120,626

Deferred taxation

For the purpose of presentation in the consolidated
statement of financial position, certain deferred tax
assets and liabilities have been offset. The following is

the analysis of the deferred tax balances for financial

reporting purposes:

() EZEHIE
RREETBERRERPHEINME
ETELEHELEERGEDEEE -
UTRENRMBERE B NEELERHE
BRI

2025 2024

20254 20244

RMB’000 RMB'000

ARET T ARETTT

Deferred tax assets RIETHIBEE 12,085 10,704
Deferred tax liabilities RIETRIBAE (6,045) (10,375)
6,040 329

“ECLAFFER PEARRKURERFARLT
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B B 55 ¥R R B Rt

FOR THE YEAR ENDED 31 DECEMBER 2025 {22025 12 A31H IFFE

9. INCOME TAX EXPENSE/(CREDIT) AND 9. FEHIEX (ER) RELEHEw
DEFERRED TAXATION (continued)

(c) Deferred taxation (continued) () IEFERIE @
Temporary Fair value
difference of  adjustments
property, plant upon
and equipment acquisition  ECL provision Others Total
nE - BER L (e RHEE
RENERESE DYERE BERR it -
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARMTR AR¥TR AR¥TR ARBTR ARBTR
(Note i) (Note ii)
(KF=E) (Ffai)
At 1 January 2024 P202451 A18 (11,740) (3,331) 4,764 3,595 6.712)
Exchange adjustments [ 5 3% (162) - - 32 (130)
Credit/(charge) to profit s AfBZ
or loss (BREME) 1519 1313 4,609 (270) 7,17
At 31 December 2024 2024512318 (10,383) (2,018) 9,373 3,357 329
Exchange adjustments [ 5 3% 219 - - (68) 151
Credit/(charge) to profit s ABZ/
or loss (BREMR) 4,256 2,710 885 (2,291) 5,560
At 31 December 2025 R2025612A318 (5,908) 692 10,258 998 6,040
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9.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A MR E

FOR THE YEAR ENDED 31 DECEMBER 2025 #( £ 2025512 H31H L F &

INCOME TAX EXPENSE/(CREDIT) AND
DEFERRED TAXATION (continued)

(c)

Deferred taxation (continued)
Notes:

The deferred tax for fair value adjustments related to the
fair value adjustments of certain freehold land, property,
plant and equipment upon acquisition of subsidiaries.

ii. Others mainly comprised the temporary differences
arising from leases in the PRC and accrued expenses
under federal and state income tax in the USA.

Pillar Two income taxes

The Company is part of a multinational enterprise
group which is subject to the Global Anti-Base Erosion
Model Rules (“Pillar Two model rules”) published
by the Organisation for Economic Co-operation and
Development.

The Group has applied the temporary mandatory
exception to recognising and disclosing information
about deferred tax assets and liabilities related to Pillar
Two income taxes and accounted for the tax as current
tax when incurred. So far the Pillar Two model didn't
have a significant impact on the consolidated year
financial statements and no Pillar Two income tax was
recognised during the year ended 31 December 2025
(2024:Nil).

“ECASFE PEARKURERERAR

9. FEHAX (ER) RELEHREw

(c)

IE FE B IE ()
Fits -

X {E 3 2 R FE A TR SRR B T
DA LKA EELH - WE -
BB MR NP EHERH

i HIBemeRAEEL0EE
EEYURERGBRMFEHT 2
SRR -

XEZFEB
AREBR—EBEECEEEN—E
7 REEREEAFRERAME
R HERATEAAD (X
B-RERADHOR -

AEECHERMEERL T Z/ME
RAAENECHSHEERABER
HE TR R MRS - WEEAZ
MIEREEERE AHIBEETAR -
FEmAL  SE-_EBXHREFEE
BB RRTAELEATE  AEHZE
202512 A3 B L FEREREA X
TSR (20245 - F) -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B B 55 ¥R R B Rt

FOR THE YEAR ENDED 31 DECEMBER 2025 {22025 12 A31H IFFE

10. DIRECTORS’' EMOLUMENTS 10. EEM £
Details of the directors’ and the chief executive’s emoluments EERFETHRABMESFBUOT
are as follows:

2025
20255
Salaries, Retirement
allowances  Performance benefits
Directors’ and benefits- related scheme
fees in-kind bonuses contributions Total
- 194 BIKEA
ExHe EUEN RESHTA FERK @t

RMB'000  RMB'O00  RMB'000  RMB'000  RMB'000
AR®TR  AR®TR ARBTR AR®TR AREBTR

Executive directors HOES
Mr. Sun Yugang (Note iii) TR M5 A (i) - 2473 2,458 47 4,978
Mr. Zhu Xiaohui (Note iii RIS A (MY i) - 1,639 1,250 47 2,936
Non-executive directors FYITES
Mr. Wen Yongping (Note i) BKT 5 4 (R ) - - - - -
Mr. Zhao Jiejun (Note ii) HE 7 A (W) - - - - -
Mr. Zhang Ping RTEE - - - - -
Mr. Chen Yiyi RH—%4E - - - - -
Ms. Gan Lu Rt - - - - -
Independent non-executive BUFHTES
directors
Mr. Lee Kong Wai Conway FEELE 220 - - - 220
Mr. Li Shengli FhRIEE 200 - - - 200
Mr. Chow Ming Sang FRE% 4 220 - - - 220
640 4,112 3,708 94 8,554

1 94 China Modern Dairy Holdings Ltd. Annual Report 2025



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

b= A

w3 /\ﬁ %7% ﬁ& ig Mtj E\E

FOR THE YEAR ENDED 31 DECEMBER 2025 #( £ 2025512 H31H L F &

10. DIRECTORS' EMOLUMENTS (continued)

Details of the directors’ and the chief executive’'s emoluments
are as follows: (continued)

10. EEHEmw
EENTETHRABMESFBOT @ (8)

2024
20245F
Salaries, Retirement
allowances  Performance benefits
Directors'  and benefits- related scheme
fees in-kind bonuses  contributions Total
5 R BRER
E2He EWEHN  FEARNTA ST FEE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETL  ARETT ARETT ARETT ARETR
Executive directors HTES
Mr. Sun Yugang (Note iii) FEB LA R - 2434 3,005 138 5577
Mr. Zhu Xiaohui (Note iii RIS & (MaTin) - 1,580 1,500 138 3218
Non-executive directors FHTES
Mr. Zhao Jiejun (Note i) RS A (BT - - - - -
Mr. Zhang Ping RTEE - - - - -
Mr. Chen Yiyi RH— %4 - - - - -
Ms. Gan Lu HELt - - - - -
Independent non-executive BUEHTES
directors
Mr. Lee Kong Wai Conway N 219 - - - 219
Mr. Li Shengli FEREE 200 - - - 200
Mr. Chow Ming Sang FRE% 4 219 - - - 219
638 4,014 4,505 276 9,433

“ECLAFFER PEARRKURERFARLT
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NC/);I'ES TO THE CONSOLIDATED FINANCIAL STATEMENTS
4= A f

=R Ry

FOR THE YEAR ENDED 31 DECEMBER 2025 {22025 12 A31H IFFE

W

10. DIRECTORS' EMOLUMENTS (continued)

The emoluments disclosed above for executive directors

196

were for the management of the affairs of the Company and

the Group.

The independent non-executive directors’ emoluments shown

above were for their services as directors of the Company.

Notes:

No directors waived or agreed to waive any remuneration
during the year ended 31 December 2025 (2024: nil).

Mr. Zhao Jiejun resigned from his position of non-executive
director with effect from 1 September 2025, while Mr. Wen
Yongping was appointed as a non-executive director on 1
October 2025.

Certain directors were granted share awards in respect of
their services to the Group under the share award scheme
of the Company, further details of which are set out in
Note 36. During the year, the equity-settled share-based
payments relating to the share awards granted to Mr. Sun
Yugang who is also the chief executive and Mr. Zhu Xiaohui
were RMB4,511,000 (2024: RMB4,292,000) and RMB2,548,000
(2024: RMB2,522,000), respectively. The equity-settled share-
based payments relating to the share award granted to these
directors are not included in the details of emoluments above.

Performance related bonuses are determined based on the
Group's performance, performance of the relevant individual
within the Group and comparable market statistics.

10. EEME€w
FXFEERTEEHEREE AN NA
EEEEMHE -

EXFRIBIIFMTESNME REFIER
ARREBFHNRBE -

GEX

HZE2025F12A31BIEFE  EEENR
ol [B] B E TR E I (20244F « &) -

HEEREBTIERITERRSE - 82025
FORTHRAER - TR T AR 20255
TOATREZERFNTES -

BRIBARABINRNHEEE  FTESH
HAAEBIRHENREERKROER &+
TBEAHIFE36 « FA - EAFRE B %4 (R
BEBITRAL) REAEBEEREOKRYD
HEE A IRR RS E ARD SRR
ARIAANRE4L511,0007T (20244 : AR
#4,292,0007T) & A R #2,548,0007T (2024
& AR¥2,522,00050) il FaEEISHR
BB T 15 LT BRI (D IR EpAERAN IR IR A
HELRD SRR o

REEBIEADENRANEBRE - HEHE
ARREBENRBE R E L RTISEE M
BEE °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A MR E

FOR THE YEAR ENDED 31 DECEMBER 2025 #( £ 2025512 H31H L F &

11. INDIVIDUALS WITH HIGHEST

EMOLUMENTS

The five highest paid individuals of the Group during the year
included two (2024: two) directors of the Company, details
of whose remuneration are included in the disclosures in
Note 10 above. Details of the remuneration of the remaining
three (2024: three) highest paid individuals for the year are as

1. BEFHFMA L

AEEFNEEESTMALTBERQGTM
Z(2024%F - MB)EE  HHEHFBHEER
ECHIEE10 e FRNES =5 (20245 © =5)
P A TOHFEBSOT

follows:
2025 2024
2025%F 20244
RMB’000 RMB’000
ARET R ARET T
Salaries, allowances and benefits-in-kind e R NREYER 4,958 4,733
Performance related bonuses RIREHTEAT 4,141 4,914
Retirement benefits scheme contributions IRORIE AT B 5R 141 413
9,240 10,060

No remuneration was paid by the Group to any of the
directors or the five highest paid individuals as an inducement
to join or upon joining the Group or as compensation for loss
of office for the year ended 31 December 2025 (2024: nil).

The remaining three (2024: three) highest paid individuals
were granted share awards in respect of their services to
the Group under the share award scheme of the Company,
further details of which are set out in Note 36. During the
year, the equity-settled share-based payments relating
to the share awards granted to the three individuals were
RMB6,469,000 (2024: RMB6,175,000). The equity-settled
share-based payments relating to the share award granted
to the three individuals are not included in the details of

emoluments above.

HZE2025F12A31H I E - AEEER
SRR RS HA TR S - 15
BINBEAEES N EREERIE AT
8 (20244 : ) -

Hep =R (2024%F  ZR)FMEe ALRE
ARAERGHREE  BEHAEENR
EmERBRDEE & — P BIHNNE
360 FER - BETF=2ATHRMNEZER
BB EEEURN IO RAARE
6,469,0007T (20244 + AR#6,175,0007T) °
R AT R IR BT T =2 A TR
48 B HERE O IR AR RE A B AR D ST RO SR ©

2025 2024
2025%F 20244
HKD5,500,001 to HKD6,000,000 5,500,001 7T £ 6,000,000/ 7T 3 2
HKD6,000,001 to HKD6,500,000 6,000,001,%8 7T £ 6,500,000/%5 7T - 1
3 3
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MBRRNE

FOR THE YEAR ENDED 31 DECEMBER 2025 {22025 12 A31H IFFE

11. INDIVIDUALS WITH HIGHEST
EMOLUMENTS (continued)

Certain non-director and non-chief executive highest paid
employees were granted share awards, in respect of their
services to the Group under the share award scheme of the
Company. Details of the share award scheme are set out in
Note 36.

12. LOSS PER SHARE
The calculation of the basic and diluted earnings per share
attributable to the equity shareholders of the Company is
based on the following data:

1. BEEHFMALTw

RIBEARABINRMDEEE - ETIESZER
FEFBTHAENERFTNEEREEASE
B RIS ER AR D IEE) o BN EEENFTBIFFIS
FAMIFE36 ©

12. ZREE
AR B RS AR SR Al 5 IR A R B8 AR T
1R T B E -

2025 2024
2025F 20244
RMB'000 RMB’000
ARMF T ARBTFT
Loss &8
Loss for the year attributable to equity RAFRERIRREGEERN
shareholders of the Company EE (1,128,627) (1,416,753)
Loss for the purpose of basic and diluted AR ESRERE# SR
loss per share HEE (1,128,627) (1,416,753)
Basic and diluted loss per share BRERNREEEE (14.41) centsZ  (18.09) cents?>
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