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RESULTS ANNOUNCEMENT
FOR THE YEAR ENDED 31 DECEMBER 2016

FINANCIAL HIGHLIGHTS

For the year ended 31 December
2016 2015

Results before
biological
fair value

adjustments

Results after
biological
fair value

adjustments

Results before
biological
fair value

adjustments

Results after
biological
fair value

adjustments
RMB’000 RMB’000 RMB’000 RMB’000

Revenue 961,934 961,934 483,058 483,058

Gross profit margin 33.7% 2.5% 39.0% 3.0%

Profit attributable to owners
 of the parent 227,982 112,800 79,289 98,139
Basic and diluted earnings per share
 (RMB) 5.2 cents 5.4 cents

• Revenue increased by 99.1% as compared to 2015.
• Profit attributable to owners of the parent after biological fair value adjustments increased by 14.9% as 

compared to the corresponding period of 2015.
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The board (the “Board”) of directors (the “Directors”) of China ZhongDi Dairy Holdings Company 
Limited (the “Company”, together with its subsidiaries, collectively referred to as the “Group”) 
hereby announces the results of the Group for the year ended 31 December 2016 (the “Reporting 
Period”), together with the comparative figures for the year ended 31 December 2015, the details of 
which are set out as follows.

CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER 
COMPREHENSIVE INCOME

Year ended 31 December
2016 2015

Notes

Results 
before 

biological 
fair value 

adjustments

Biological
fair value

adjustments Total

Results
before 

biological
fair value

adjustments

Biological
fair value

adjustments Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

REVENUE 5 961,934 — 961,934 483,058 — 483,058
Cost of sales 6 (637,770) (300,144) (937,914) (294,507) (174,277) (468,784)

      
Gross profit 324,164 (300,144) 24,020 188,551 (174,277) 14,274
Gains/(losses) arising from changes
 in fair value less costs to sell
 of biological assets — (106,207) (106,207) — 23,790 23,790
Gains arising on initial recognition
 of agricultural produce at fair
 value less costs to sell at the
 point of harvest — 291,169 291,169 — 169,337 169,337
Other income 5 32,547 — 32,547 13,845 — 13,845
Other gains and losses 5 12,488 — 12,488 3,551 — 3,551
Distribution costs (25,726) — (25,726) (19,031) — (19,031)
Administrative expenses (79,494) — (79,494) (49,573) — (49,573)
Other expenses (1,147) — (1,147) (27,358) — (27,358)
Finance costs 7 (34,850) — (34,850) (30,696) — (30,696)

      
PROFIT BEFORE TAX 6 227,982 (115,182) 112,800 79,289 18,850 98,139
Income tax expenses 8 — — — — — —

      
PROFIT AND TOTAL
 COMPREHENSIVE INCOME
 FOR THE YEAR 227,982 (115,182) 112,800 79,289 18,850 98,139

      
Profit and total comprehensive
 income attributable to
 owners of the parent 227,982 (115,182) 112,800 79,289 18,850 98,139

      
EARNINGS PER SHARE
 ATTRIBUTABLE
 TO ORDINARY EQUITY
 HOLDERS OF THE PARENT: 10
 – Basic RMB 5.2 cents RMB 5.4 cents
 – Diluted RMB 5.2 cents RMB 5.4 cents



– 3 –

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
As at 31 December 2016

2016 2015
Notes RMB’000 RMB’000

NON-CURRENT ASSETS
Property, plant and equipment 1,760,031 1,130,067
Prepayments for property, plant and equipment 6,762 44,723
Prepaid land lease payments 91,373 76,799
Biological assets 11 1,413,400 1,185,540

  
Total non-current assets 3,271,566 2,437,129

  
CURRENT ASSETS
Inventories 286,628 324,480
Trade and other receivables 12 111,480 65,702
Prepaid land lease payments 3,984 3,579
Biological assets 11 45,480 45,586
Pledged bank deposits 20,030 38,289
Cash and bank balances 428,198 296,380

  
Total current assets 895,800 774,016

  
CURRENT LIABILITIES
Trade and other payables 13 722,306 363,278
Interest-bearing bank and other borrowings 14 930,025 612,397

  
Total current liabilities 1,652,331 975,675

  
NET CURRENT LIABILITIES (756,531) (201,659)

  
TOTAL ASSETS LESS CURRENT LIABILITIES 2,515,035 2,235,470

  
NON-CURRENT LIABILITIES
Interest-bearing bank and other borrowings 14 460,250 297,304
Deferred income 29,389 27,041

  
Total non-current liabilities 489,639 324,345

  
Net assets 2,025,396 1,911,125

  
EQUITY
Equity attributable to owners of the parent
Share capital 135 135
Share premium and reserves 2,025,261 1,910,990

  
Total equity 2,025,396 1,911,125
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. CORPORATE AND GROUP INFORMATION

 The Company is an exempted company with limited liability incorporated in the Cayman Islands 

and its shares were listed on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) 

on 2 December 2015. The registered address of the Company is PO Box 309, Ugland House, 

Grand Cayman, KY1-1104, Cayman Islands.

 The principal activity of the Company is investment holding. The Group is mainly engaged in 

operations of dairy farms to produce raw milk and importing and selling cows in the mainland of 

the People’s Republic of China (the “PRC”).

2.1 BASIS OF PRESENTATION

The Group had net current liabilities of RMB756,531,000 as at 31 December 2016. In view of the net 

current liabilities position, the Directors have given careful consideration to the future liquidity and 

performance of the Group and its available sources of finance in assessing whether the Group will have 

sufficient financial resources to continue as a going concern.

Having considered the unutilised banking facilities of RMB600,000,000 available as at 31 December 2016 

and cash flow projections for the year ending 31 December 2017, the Directors are satisfied that the Group 

is able to meet in full its financial obligations as they fall due for the foreseeable future. To mitigate any 

liquidity issues that might be faced by the Group, the Group may curtail or defer its expansion plans based 

on the availability of sufficient funds. Accordingly, the Directors have prepared the consolidated financial 

statements on a going concern basis.

2.2 BASIS OF PREPARATION

These financial statements have been prepared in accordance with International Financial Reporting 

Standards (“IFRSs”) (which include all International Financial Reporting Standards, International 

Accounting Standards (“IASs”) and Interpretations, as issued by the International Accounting Standards 

Board (“IASB”), and the disclosure requirements of the Hong Kong Companies Ordinance. They have 

been prepared under the historical cost convention, except for biological assets and agricultural produce 

upon harvest which have been measured at fair value less costs to sell. These financial statements are 

presented in Renminbi (‘‘RMB’’) and all values are rounded to the nearest thousand except when otherwise 

indicated.

Basis of consolidation

The consolidated financial statements include the financial statements of the Company and its subsidiaries 

(collectively referred to as the “Group”) for the year ended 31 December 2016. A subsidiary is an entity 

(including a structured entity), directly or indirectly, controlled by the Company. Control is achieved when 

the Group is exposed, or has rights, to variable returns from its involvement with the investee and has the 

ability to affect those returns through its power over the investee (i.e., existing rights that give the Group 

the current ability to direct the relevant activities of the investee).
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When the Company has, directly or indirectly, less than a majority of the voting or similar rights of an 

investee, the Group considers all relevant facts and circumstances in assessing whether it has power over an 

investee, including:

(a) the contractual arrangement with the other vote holders of the investee;

(b) rights arising from other contractual arrangements; and

(c) the Group’s voting rights and potential voting rights.

The financial statements of the subsidiaries are prepared for the same reporting period as the Company, 

using consistent accounting policies. The results of subsidiaries are consolidated from the date on which 

the Group obtains control, and continue to be consolidated until the date that such control ceases.

Profit or loss and each component of other comprehensive income are attributed to the owners of the parent 

of the Group and to the non-controlling interests, even if this results in the non-controlling interests having 

a deficit balance. All intra-group assets and liabilities, equity, income, expenses and cash flows relating to 

transactions between members of the Group are eliminated in full on consolidation.

The Group reassesses whether or not it controls an investee if facts and circumstances indicate that there 

are changes to one or more of the three elements of control described above. A change in the ownership 

interest of a subsidiary, without a loss of control, is accounted for as an equity transaction.

If the Group loses control over a subsidiary, it derecognises (i) the assets (including goodwill) and 

liabilities of the subsidiary, (ii) the carrying amount of any non-controlling interest and (iii) the cumulative 

translation differences recorded in equity; and recognises (i) the fair value of the consideration received, 

(ii) the fair value of any investment retained and (iii) any resulting surplus or deficit in profit or loss. The 

Group’s share of components previously recognised in other comprehensive income is reclassified to profit 

or loss or retained profits, as appropriate, on the same basis as would be required if the Group had directly 

disposed of the related assets or liabilities.

3. CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES

The Group has adopted the following new and revised IFRSs for the first time for the current year’s 

financial statements.

Amendments to IFRS 10, IFRS 12 and

 IAS 28

Investment Entities: Applying the Consolidation Exception

Amendments to IFRS 11 Accounting for Acquisitions of Interests in Joint Operations
IFRS 14 Regulatory Deferral Accounts
Amendments to IAS 1 Disclosure Initiative
Amendments to IAS 16 and IAS 38 Clarification of Acceptable Methods of Depreciation

 and Amortisation
Amendments to IAS 16 and IAS 41 Agriculture: Bearer Plants
Amendments to IAS 27 Equity Method in Separate Financial Statements
Annual Improvements 2012-2014 Cycle Amendments to a number of IFRSs

Other than as explained below regarding the impact of amendments to IAS 1, the adoption of the above 

new and revised standards has had no significant financial effect on these financial statements.
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Amendments to IAS 1 include narrow-focus improvements in respect of the presentation and disclosure in 

financial statements. The amendments clarify:

(i) the materiality requirements in IAS 1;

(ii) that specific line items in the statement of profit or loss and the statement of financial position may be 

disaggregated;

(iii) that entities have flexibility as to the order in which they present the notes to financial statements; and

(iv) that the share of other comprehensive income of associates and joint ventures accounted for using 

the equity method must be presented in aggregate as a single line item, and classified between those 

items that will or will not be subsequently reclassified to profit or loss.

Furthermore, the amendments clarify the requirements that apply when additional subtotals are presented 

in the statement of financial position and the statement of profit or loss. The amendments have had no 

significant impact on the Group’s financial statements.

4. SEGMENT INFORMATION

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

and has two reportable operating segments as follows:

‧ Dairy farming business: raising and breeding dairy cows, raw milk production and sale of reproduced 

heifers, and

‧ Import trading business: imports and sales of cows and feeds and provision of import agency services.

Mr. Zhang Jianshe, the chairman of the board of directors of the Company and the chief executive of the 

Group, is identified as the chief operating decision maker (the “CODM”) of the Group for the purposes 

of resource allocation and performance assessment. For the Group’s dairy farming business, the CODM 

reviews operating results and financial information on a company by company basis and each company 

is identified as an operating segment. Since the group companies engaged in the dairy farming business 

are operating in a similar business model with a similar target group of customers and under the same 

regulatory environment, they are aggregated into a single reportable segment. The Group’s import trading 

business is carried out by Beijing ZhongDi Stud Livestock Co., Ltd. (“ZhongDi Stud Livestock1”). The 

operating results and financial information of the import trading business are reviewed by the CODM apart 

from the costs and expenses incurred by ZhongDi Stud Livestock for headquarters’ management purposes.

Segment results exclude fair value adjustments of biological assets and agricultural produce held by the 

Group at the end of each reporting period, finance costs and head office and corporate expenses.

Segment assets exclude biological assets fair value adjustments and corporate and other unallocated assets 

as these assets are managed on a group basis.

Segment liabilities exclude interest-bearing bank and other borrowings and corporate and other unallocated 

liabilities as these liabilities are managed on a group basis.

Notes:

1. ZhongDi Stud Livestock was previously named “ZhongDi Beijing”
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The following is an analysis of the Group’s revenue and results by reportable segment:

Year ended 31 December 2016

Dairy
farming
business

Import
trading

business Total
RMB’000 RMB’000 RMB’000

Segment revenue
Sales to external customers 856,216 105,718 961,934
Intersegment revenue — 102,013 102,013

   
Reconciliation: 856,216 207,731 1,063,947
Elimination of intersegment revenue (102,013)

 
Revenue 961,934

 
Segment results 122,431 27,455 149,886
Reconciliation:
Fair value adjustments of biological assets 41,850
Elimination of intersegment results (18,927)
Finance costs (34,850)
Corporate and other unallocated expenses (25,159)

 
Profit before tax 112,800

 
Segment assets 3,996,294 735,138 4,731,432
Reconciliation:
Elimination of intersegment receivables (554,126) (315,066) (869,192)

   
3,442,168 420,072 3,862,240

Fair value adjustments of biological assets 232,284
Corporate and other unallocated assets 72,842

 
Total assets 4,167,366

 
Segment liabilities 935,651 679,319 1,614,970
Reconciliation:
Elimination of intersegment payables (315,066) (554,126) (869,192)

   
620,585 125,193 745,778

Borrowings 1,390,275
Corporate and other unallocated liabilities 5,917

 
Total liabilities 2,141,970
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Year ended 31 December 2015

Dairy

farming

business

Import

trading

business Total

RMB’000 RMB’000 RMB’000

Segment revenue
Sales to external customers 428,019 55,039 483,058

Intersegment revenue — 206,482 206,482
   

428,019 261,521 689,540

Reconciliation:
Elimination of intersegment revenue (206,482)

 
Revenue 483,058

 
Segment results 95,667 (2,580) 93,087

Reconciliation:
Fair value adjustments of biological assets 80,211

Elimination of intersegment results (10,232)

Finance costs (30,696)

Corporate and other unallocated operating expenses (34,231)
 

Profit before tax 98,139

 
Segment assets 2,790,211 690,217 3,480,428

Reconciliation:
Elimination of intersegment receivables (241,714) (223,395) (465,109)

   
2,548,497 466,822 3,015,319

Fair value adjustments of biological assets 195,826
 

Total assets 3,211,145

 
Segment liabilities 542,646 311,559 854,205

Reconciliation:
Elimination of intersegment payables (223,395) (241,714) (465,109)

   
319,251 69,845 389,096

Borrowings 909,701

Corporate and other unallocated liabilities 1,223
 

Total liabilities 1,300,020
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5. REVENUE, OTHER INCOME AND GAINS AND LOSSES

Revenue represents the net invoiced value of goods sold and services rendered, after allowances for returns 

and trade discounts.

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

2016 2015

RMB’000 RMB’000

Revenue from sales of

 – Raw milk 856,216 428,019

 – Cows held for sale 84,524 40,793

 – Alfalfa 16,771 13,868

Revenue from rendering of services

 – Import agency services 4,423 378
  

961,934 483,058

  
Other income
 Government grants related to

  – Biological assets 13,491 5,555

  – Other assets 2,303 1,954
  

15,794 7,509

  – Income 13,262 4,115
  

29,056 11,624

 Interest income 707 568

 Others 2,784 1,653
  

32,547 13,845

  
Other gains and losses
 – Loss on disposal of items of property, plant and equipment (206) (21)

 – Exchange gain, net 12,777 4,122

 – Loss on deregistration of a subsidiary — (25)

 – Others (83) (525)
  

12,488 3,551
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6. PROFIT BEFORE TAX

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

2016 2015

RMB’000 RMB’000

Cost of sales
 Cost of sales of raw milk 837,222 414,887

 Cost of sales of cows held for sale 84,524 40,793

 Costs related to trading of alfalfa and others 16,168 13,104
  

937,914 468,784

  
Staff costs (including the Directors’ emoluments)
 Salaries, bonuses and allowances 101,414 60,312

 Contributions to a retirement benefit scheme 7,366 4,705
  

 Total employee benefits 108,780 65,017

 Less: Capitalised in biological assets (32,893) (22,793)
  

 Employee benefits charged directly in profit or loss 75,887 42,224

  
Depreciation and recognition of lease expenses
 Depreciation charged directly to profit or loss 32,949 20,869

 Prepaid land lease payments charged directly to profit or loss 16,145 4,037

 Office rental expenses 3,391 1,553

  
Other items
 Auditors’ remuneration 2,300 1,500

  

7. FINANCE COSTS

2016 2015

RMB’000 RMB’000

Interest on borrowings 57,751 50,788

Less: Interest capitalised (22,901) (20,092)
  

34,850 30,696
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8. INCOME TAX EXPENSES

A reconciliation of the tax expense applicable to profit before tax at the statutory rates for the countries in 

which the Company and the majority of its subsidiaries are domiciled to the tax expense at the effective tax 

rate is as follows:

2016 2015

RMB’000 % RMB’000 %

Profit before tax 112,800 98,139

  
Tax at the statutory tax rate 28,200 25.0 24,535 25.0

Expenses not deductible for tax 99 0.0 6,760 6.9

Effect of tax exemption granted

 to agricultural operations (28,299) (25.0) (31,295) (31.9)
    

Tax charge at the effective rate — 0.0 — 0.0

    

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

the Cayman Islands.

No provision for Hong Kong profits tax has been made as the Group had no assessable profits derived from 

or earned in Hong Kong during the year.

Pursuant to the prevailing tax rules and regulation in the PRC, the Company’s certain subsidiaries engaged 

in agricultural business are exempted from enterprise income tax for taxable profit from the operation of 

agricultural business in the PRC.

Under the relevant PRC Corporate Income Tax Law and respective regulations, except for preferential 

treatments available to certain subsidiaries as mentioned above, other subsidiaries within the Group were 

subject to corporate income tax at the statutory rate of 25%.
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9. DIVIDEND

The Directors do not recommend the payment of dividend for the year ended 31 December 2016 (2015: 

Nil).

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

The calculations of basic and diluted earnings per share are based on:

2016 2015

RMB’000 RMB’000

Earnings
Profit attributable to ordinary equity holders of the parent 112,800 98,139

Less: undistributed earnings attributable to holders of

 convertible preferred shares — 33,458
  

Earnings used in the calculation of basic earnings per share 112,800 64,681

Add: undistributed earnings attributable to holders of

 convertible preferred shares — 33,458
  

Earnings used in the calculation of diluted earnings per share 112,800 98,139

  

Number of shares
2016 2015

Shares
Weighted average number of ordinary shares in issue

 during the year used in the basic earnings per share calculation 2,174,065,000 1,195,313,000

Dilutive effect on convertible preferred shares — 618,309,000
  

2,174,065,000 1,813,622,000
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11. BIOLOGICAL ASSETS

A - Nature of activities

(a) Cows

The Group’s cows comprise cows held for sale, milkable cows held for milk production and heifers 

and calves that have not reached the age that can produce raw milk. The quantity of cows owned by 

the Group at the end of each reporting period is shown below:

2016 2015

Heads Heads

Cows held for sale 3,445 2,812

Milkable cows 26,316 19,560

Heifers and calves 28,947 25,111
  

58,708 47,483

  

Cows held for sale comprise heifers imported and held in quarantine farms and heifers/calves 

reproduced by the Group for sale to external customers. Cows held for sale are classified as current 

assets.

Milkable cows, heifers and calves are dairy cows of the Group for the purpose of production of raw 

milk and are classified as non-current assets.

(b) Alfalfa

The Group commenced to grow alfalfa on a commercial scale in 2014 as feeds for dairy cows. In 

March 2015, the Group subcontracted the alfalfa farm and transferred the associated alfalfa roots to 

an independent third party.
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B - Value of biological assets

The amounts of cows and alfalfa at the end of the reporting period are set out below:

Heifers
and calves

Milkable
cows

Cows held
for sale Alfalfa Total

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

At 1 January 2016 502,700 682,840 45,586 — 1,231,126
Purchase cost 56,003 — 59,544 — 115,547
Feeding cost 361,080 — 11,841 — 372,921
Transfer (416,334) 416,334 — — —

Decrease due to disposal/death (25,920) (44,063) — — (69,983)
Gains/(losses) arising from

 changes in fair value less costs

 to sell of biological assets 78,071 (197,311) 13,033 — (106,207)
Transfer out upon selling — — (84,524) — (84,524)

     
At 31 December 2016 555,600 857,800 45,480 — 1,458,880

     
Represented by:

Current portion — — 45,480 — 45,480
Non-current portion 555,600 857,800 — — 1,413,400

     
Total 555,600 857,800 45,480 — 1,458,880

     

Heifers

and calves

Milkable

cows

Cows held

for sale Alfalfa Total

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

At 1 January 2015 612,489 275,320 44,152 2,582 934,543

Purchase cost 33,535 — 19,882 — 53,417

Feeding cost 280,202 — 16,109 — 296,311

Transfer (406,172) 406,172 — — —

Decrease due to disposal/death (14,218) (19,342) — (2,582) (36,142)

Gains/(losses) arising from changes

 in fair value less costs to

 sell of biological assets (3,136) 20,690 6,236 — 23,790

Transfer out upon selling — — (40,793) — (40,793)
     

At 31 December 2015 502,700 682,840 45,586 — 1,231,126

     
Represented by:

Current portion — — 45,586 — 45,586

Non-current portion 502,700 682,840 — — 1,185,540
     

Total 502,700 682,840 45,586 — 1,231,126
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The Directors have engaged an independent valuer, Jones Lang LaSalle Corporate Appraisal and Advisory 

Limited to assist the Group in assessing the fair values of Group’s biological assets. The independent 

valuer and the management of the Group held meetings periodically to discuss the valuation techniques and 

changes in market information to ensure the valuations have been performed properly.

As at 31 December 2016, the Group pledged its certain dairy cows to banks and a third party to secure 

certain of the Group’s borrowings (note 14).

The gains arising on initial recognition of agricultural produce at fair value less costs to sell at the point of 

harvest are analysed as follow:

2016 2015

RMB’000 RMB’000

Gains arising on initial recognition of agricultural produce

 at fair value less costs to sell at the point of harvest 291,169 169,337
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12. TRADE AND OTHER RECEIVABLES

The Group normally allows a credit period of 30 days to its customers for sales of raw milk. The Group 

normally requires prepayments for sales of cows and alfalfa. The aged analysis of the Group’s trade 

receivables presented based on invoice date which approximates to the date on which revenue is recognised 

as at the end of the reporting period is as follows:

2016 2015

RMB’000 RMB’000

Trade receivables:

 – 0 to 30 days 75,528 44,962

 – 31 to 90 days 2,401 2,111

 – 91 to 180 days — —

 – Over 181 days 45 —
  

77,974 47,073

Other receivables:

 – Advances to suppliers 30,108 14,463

 – Amount due from related parties 

   Beijing Urban Construction Engineering Co., Ltd.

   (“Urban Construction”) — 59

   Beijing ZhongDi Meijia Breeding Hogs

    Co., Ltd. (“ZhongDi Meijia”)* — 838

 – Others 3,398 3,269
  

33,506 18,629
  

111,480 65,702

  

* The amount due from ZhongDi Meijia as at 31 December 2015 included a balance of RMB838,000 

for sales of feeds to ZhongDi Meijia which was aged within 360 days. The amount had been settled 

during the year ended 31 December 2016.
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13. TRADE AND OTHER PAYABLES

The credit period granted to the Group for the settlement of trade purchases is within 90 days. The 

following is an aged analysis of trade payables from the invoice date at the end of the reporting period:

2016 2015

RMB’000 RMB’000

Trade payables:

 – 0 to 90 days 230,077 170,256

 – 91 to 180 days 25,652 26,340

 – Over 181 days 10,871 4,217
  

266,600 200,813
  

Payable for acquisition of items of property, plant and equipment 

 and office rental

 – related parties suppliers 258,900 79,528

 – independent third party suppliers 25,454 6,447

Advances from customers 110,237 57,925

Advances from agency customers 8,563 4,139

Accrued staff costs 19,153 5,749

Land lease payables 16,855 —

Interest payables 3,027 1,513

Deposits 8,676 3,836

Others 4,841 3,328
  

455,706 162,465
  

722,306 363,278

  

 Included in the other payables are payables of RMB258,900,000 (2015: RMB79,528,000) due to related 

party suppliers which are repayable on demand.
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14. INTEREST-BEARING BANK AND OTHER BORROWINGS

2016 2015

Notes Maturity RMB’000 Maturity RMB’000

Current
Unsecured bank borrowings 2017 837,263 2016 563,897

Guaranteed and unsecured

 bank borrowings (i) (a) 2017 304 2016 500

Secured bank borrowings (i) (b) 2017 42,000 2016 8,000

Secured other borrowings (i) (c) 2017 458 —

Guaranteed and secured

 bank borrowings (i) (d) 2017 50,000 2016 40,000
  

930,025 612,397
  

Non-current
Unsecured bank borrowings 2018-2021 337,000 2017-2020 210,000

Guaranteed and unsecured

 bank borrowings (i) (a) — 2017 304

Secured bank borrowings (i) (b) 2019 27,000 2017-2019 37,000

Secured other borrowings (i) (c) 2019 96,250 —

Guaranteed and secured

 bank borrowings (i) (d) — 2017 50,000
  

460,250 297,304
  

Analysed into: 1,390,275 909,701

  
Bank and other borrowings repayable:

 Within one year 930,025 612,397

 In the second year 283,063 140,304

 In the third to fifth years inclusive 177,187 157,000
  

1,390,275 909,701

  
Bank and other borrowings comprise:

 Fixed-rate bank and

  other borrowings 859,007 383,897

 Variable-rate bank borrowings 531,268 525,804
  

1,390,275 909,701
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Notes:

(i) (a) As at 31 December 2016, a bank borrowing of RMB304,000 (2015: RMB804,000) was 

guaranteed by Beijing Agriculture Guaranty Co. Ltd., an independent third party;

 (b) As at 31 December 2016, bank borrowings of RMB69,458,000 (2015: RMB45,000,000) were 

secured by prepaid land lease payments of RMB4,791,000 (2015: RMB7,861,000) and certain 

dairy cows of the Group;

 (c) As at 31 December 2016, other borrowings of RMB96,250,000 (2015: Nil) were secured by 

certain dairy cows of the Group;

 (d) As at 31 December 2016, bank borrowings of RMB50,000,000 (2015: RMB90,000,000) were 

guaranteed by ZhongDi Genetics & Seeds Co., Ltd., a related party, and Mr. Zhang Jianshe and 

secured by certain dairy cows of the Group. The Group repaid the bank loan of RMB50,000,000 

in January 2017.

(ii) The Group’s bank and other borrowings were denominated in the following currencies:

2016 2015

RMB’000 RMB’000

USD 42,853 53,897

RMB 1,347,422 855,804
  

1,390,275 909,701

  

15. SUBSEQUENT EVENT

On 13 January 2017, the Group and Bank of Beijing Financial Leasing Co., Ltd. (“Beijing Bank Leasing”), 

entered into two finance lease agreements, pursuant to which the Group had agreed to sell 6,293 and 5,295 

heads of dairy cows for considerations of RMB160 million and RMB140 million, respectively to Beijing 

Bank Leasing, and Beijing Bank Leasing had agreed to lease back the respective dairy cows to the Group 

for a period of 36 months. The nominal repurchase price is RMB100 for each lease agreement at the end of 

the lease period. Further details are disclosed in the announcement of the Company on 13 January 2017.
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MANAGEMENT DISCUSSION AND ANALYSIS

Market Review

During the first half of 2016, milk prices in the international market were still lingering at low levels, 

but in the second half of the year, milk prices began to rebound in the international market and entered 

into a fast rising trend due to the significant tightening in global raw milk production. The “barometer” 

of raw milk prices in the international market – bidding prices of Fonterra’s whole milk powder surged 

from US$2,062 per tonne in early July 2016 to US$3,568 per tonne by the end of December 2016, 

representing an increase of approximately US$1,500 per tonne.

Milk prices in the domestic market decreased in 2016 when compared with that of 2015. The exit of 

some small and medium sized farms and individual milk farmers from the market due to the increasing 

operating pressures led to a decrease in supply of raw milk in the domestic market. In the past year, 

there was a 7.6% increase in the production and sales of dairy products in the domestic market. The 

increase in imports of dairy products demonstrated that there was still a large shortage of supply 

of dairy products in the domestic market. Since the second half of the year, in light of the effect of 

the depreciation in the value of Renminbi, the price advantage of imported milk powder had been 

disminished and the domestic dairy products processing enterprises and dairy enterprises therefore 

tend to use domestic milk sources, resulting in a gradual increase in the demand for domestic raw milk.

In 2016, the Ministry of Agriculture of China (中國農業部) strongly promoted the strategy of “food to 

feed conversion” and adjusted the structure of agricultural plantations, while actively implemented the 

integration between plantation and grazing, and integration between agriculture and animal husbandry, 

in order to strongly develop the resource-saving and environmental friendly modern ecological animal 

husbandry industry. 

The Ministry of Agriculture of China initiated a campaign for quality milk and focused on the 

development of pasteurized fresh milk, which is of high quality in terms of freshness and nutrition 

when compared to other dairy products with a long shelf-life, and was in line with the increase in 

demand for quality milk.

According to the first “Quality Report of Dairy Industry in China” (中國奶業質量報告) released by 

the Dairy Association of China (中國奶業協會), the passing rate of random sampling inspection on 

nationwide dairy products was 99.5% in 2015, the average value of two key nutritional ingredients, 

milk protein and milk fat in fresh milk were higher than national standards, and the average level of 

somatic cells in fresh milk produced by large-scale farms was lower than the limit imposed by the 

European Union (the “EU”). As the quality and safety level of dairy products in China improved 

significantly, confidence of citizens in domestically produced milk were gradually enhanced.
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The China Food and Drug Administration (國家食品藥品監督管理總局) promulgated the 

“Administrative Measures for the Registration of Infant and Baby Formula Milk Powder Products” 

(嬰幼兒配方乳粉產品配方註冊管理辦法), which expressly stated that domestic production, sales 

and imports of baby and infant formula milk powder products shall be subject to administration on the 

registration of their formula, and a large number of small and medium sized brands and OEM brands 

of milk powder products will be removed from the domestic market. With the full implementation of 

the two-child policy, the population will reach a peak in China, which will further drive the demand 

for baby and infant formula milk powder and liquid milk products.

Under the PRC’s “13th Five-year Plan” on dairy industry development, dairy industry was positioned 

as an indispensable industry for a healthy China and a strong nation as well as a representative industry 

of food safety, and it was planned that the strategic indicators of the dairy industry in China, such as 

the self-sufficient milk supply ratio and the percentage of farms with over 100 heads, shall reach 70% 

by 2020. With gradual increase in the supportive efforts of government policies towards the dairy 

industry, the farming business will move towards developing standardized, scalable, ecological and 

modernized farms.

Business Review

The Group mainly operates two major businesses, dairy farming business and import trading business. 

Dairy farming business includes production and sales of premium raw milk and the feeding, breeding 

and sales of dairy cows, etc. Import trading business mainly includes imports and sales of high quality 

dairy cows and breeding of livestock as well as import trading business in alfalfa hay and other animal 

husbandry related products. In particular, production and sales of raw milk are the main sources of 

income of the Group.

On 18 May 2016, the Group was awarded “Advanced Enterprise in the Fourth Session of Awards for 

the PRC Husbandry Industry” (第四屆中國畜牧行業先進企業), and Mr. Song Naishe, the deputy 

general manager of the Company, was awarded the title “Advanced Practitioner in the Fourth Session 

of Awards for the PRC Husbandry Industry” (第四屆中國畜牧行業先進工作者). These awards 

are accredited by authoritative experts from nationwide husbandry systems to recognize companies 

and individuals with outstanding contributions to the breakthrough in the development and scientific 

innovation of China’s husbandry industry. On 12 January 2017, the Group won the “Best Brand Value 

Award” (最具品牌價值獎) in the “2016 China Financial Market Awards for Listed Companies” 

(2016中國融資上市公司大獎). The “2016 China Financial Market Awards for Listed Companies” 

was founded by the renowned financial magazine “China Financial Market”, organized by Wonderful 

Sky Financial Group and strongly supported by the Board of Listing Companies of the Hong Kong 

Chinese Enterprises Association, Media Connect and Capita Connect, with the objective to select 

excellent exemplary models among listed enterprises in Hong Kong, recognize and acknowledge 

their performance in the business sector during the past year. The Group will continue to take this as 

motivation to promote the development of its own business and that of the husbandry industry.
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Dairy Farming Business

Benefiting from the excellent geographical locations and the scientific and efficient management of 

its farms, the Group produces premium quality raw milk. In 2016, the average unit selling price of 

the Group’s raw milk was approximately RMB3,821 per tonne which was higher than the national 

average level. In 2016, the Group’s sales of raw milk was 224,094 tonnes, revenue generated from 

the dairy farming business reached RMB856.2 million, representing 89.0% of the Group’s total 

revenue, being the core business of the Group. As the Group has reached long-term purchase and sales 

strategic partnerships with China Mengniu Dairy Company Limited (中國蒙牛乳業有限公司) and its 

subsidiaries (collectively, “Mengniu”) and Inner Mongolia Yili Industrial Group Co., Ltd. (內蒙古伊
利實業集團股份有限公司) and its subsidiaries (collectively, “Yili”), the premium raw milk produced 

by the Group was mainly sold to Mengniu and Yili for processing into high-end liquid milk, for 

example, Mengniu’s Milk Deluxe (特侖蘇) and Yili’s Satine (金典). The Group believes the strong 

demand for high quality and healthy products from domestic consumers will help the Group maintain 

its strong competitiveness in the supply of premium raw milk.

1. Scale of dairy farms

Focusing on the development status and market demand of various regions in China, the Group 

strategically planned the presence of its dairy farms to cover seven provinces or regions in 

Northern China. As at 31 December 2016, the Group operated the following seven modern dairy 

farms: Beijing ZhongDi Farm1, Shangdu ZhongDi Farm2, Helan ZhongDi Farm3, Kuandian 

ZhongDi Farm4, Langfang ZhongDi Farm5, Tianzhen ZhongDi Farm6 and Tianjin ZhongDi 

Farm7.

Langfang ZhongDi Farm commenced commercial production of milk in the first quarter of 

2016, and Tianjin ZhongDi Farm is expected to commence commercial production of milk in the 

second quarter of 2017.

Notes:

1. Beijing ZhongDi Farm was previously named “Beijing Shunyi Farm”, which commenced commercial 
production of milk in the fourth quarter of 2011;

2. Shangdu ZhongDi Farm was previously named “Inner Mongolia Shangdu Farm”, Phase I and Phase 
II of which commenced commercial production of milk in the third quarter of 2003 and the third 
quarter of 2015, respectively;

3. Helan ZhongDi Farm was previously named “Ningxia Helan Farm”, of which the  Phase I and Phase 
II have been combined, and the Phase I and Phase II of this farm commenced commercial production 
of milk in the fourth quarter of 2013 and third quarter of 2015, respectively;

4. Kuandian ZhongDi Farm was previously named “Liaoning Kuandian Farm (Phase I)”, which 
commenced commercial production of milk in the fourth quarter of 2003;

5. Langfang ZhongDi Farm was previously named “Hebei Wen’an Farm”;

6. Tianzhen ZhongDi Farm was previously named “Shanxi Tianzhen Farm”,which commenced 
commercial production of milk in the third quarter of 2015;  and

7. Tianjin ZhongDi Farm was previously named “Tianjin Farm”.
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2. Herd size

31 December 

2016

31 December 

2015

Heads Heads

Milkable dairy cows 26,316 19,560

Heifers and calves 28,947 25,111
  

55,263 44,671
  

As at 31 December 2016, the Group’s herd size was 55,263 heads (including existing dairy herd 

on farms and dairy cows in quarantine reserved for sale to the farms of the Group), which has 

increased by 10,592 heads as compared to that as at 31 December 2015.

3. Milk yield and sales

The Group operates seven dairy farms at superior locations in Northern China, Northeastern 

China and Northwestern China, and the dairy cows are of Holstein breed. Benefiting from 

the expansion in size of dairy farms, sales of raw milk amounted to 224,094 tonnes in 2016, 

representing an increase of 123.0% as compared to the previous year. The average annual milk 

yield of each lactation cow was 10.7 tonnes, which remained at the same level as the previous 

year.

4. Raw milk quality

 The Group strives to produce premium quality raw milk. Viewing from a range of key quality 

indicators, the Group’s raw milk has stable premium quality and all the indicators outperform the 

standards in Europe, the US and Japan, which are the reasons why the Group is able to maintain a 

selling price higher than the market average level. As the Group has reached long-term purchase 

and sales strategic partnerships with Mengniu and Yili, the premium quality raw milk produced 

by the Group was mainly sold to Yili and Mengniu for processing into high-end liquid milk, such 

as, Mengniu’s Milk Deluxe (特侖蘇) and Yili’s Satine (金典).



– 24 –

Standard

Protein

content 

Fat

content 

Aerobic 

plate count 

Somatic 

cell count 

(Unit: %) (Unit: %) (Unit:/ml) (Unit:/ml)

The Company 1 3.35 4.00 46,400 228,600

EU Standard 2 N/A N/A <100,000 <400,000

US Standard 3 ≥3.2 ≥3.5 <100,000 <750,000

PRC Standard 4 ≥2.8 ≥3.1 <2,000,000 N/A

Notes:

1. Calculated according to the statistical data of the Group’s raw milk quality in 2016.

2. Please refer to the Council Directive 92/46/EEC adopted by the EU.

3. Please refer to Grade “A” Pasteurized Milk Ordinance promulgated by the US Public Health Service.

4. Please refer to the National Food Safety Standard (GB19301-2010) of the PRC.

5. Alfalfa and feed plantations

 In order to ensure the quality, efficient cost control and stable supply of feeds for dairy cows, 

the Group increased efforts on land rotation and insisted on using locally grown crops. As at 31 

December 2016, the Group leased or contracted land parcels with a total area of approximately 

73,948.1 mu, representing an increase of 51.1% as compared to 48,930.0 mu as at the end of last 

year. The Group cooperates with growers to grow crops of corn and alfalfa feeds by constructing 

six crop plantations surrounding or close to its dairy farms. Crop plantations saved transportation 

expenses of feeds for the Group, ensured the quality and stable supply of feeds and enhanced cost 

effectiveness. Meanwhile, cow wastes generated by its dairy farms were processed into organic 

fertilizers and waste water was used to irrigate the feed plantations to enhance the quality and 

output of feeds and realize the positive cycle of integration between plantation and farming and 

the circuit of organic fertilizers back to planting fields.

Import Trading Business

The Group’s import trading business mainly involves imports of dairy cows, alfalfa hay and other 

animal husbandry related products. The import trading business is divided into import principal trading 

business and import agency business. During 2016, revenue generated from the Group’s import trading 

business amounted to RMB105.7 million, accounting for 11.0% of the Group’s total revenue and 

representing an increase of 92.1% as compared to the corresponding period of last year. In particular, 

revenue from import principal trading business amounted to RMB101.3 million, accounting for 95.8% 

of the revenue from the import trading business. Revenue from import agency business amounted to 

RMB4.4 million, accounting for 4.2% of the revenue from the import trading business.
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Prospects

During the second half of 2016, milk prices in the international market rebounded, the price 

competitiveness of imported milk powder had gradually disappeared, and the demand for domestic 

raw milk from dairy products enterprises in the PRC gradually increased. All these factors contributed 

to the rebound in prices of raw milk in the domestic market. With the implementation of the 

development strategy for the dairy industry under the “13th Five-year Plan”, the development of large-

scale dairy farms will be on the rise, while the number of small and medium sized dairy farms will 

decrease gradually. As a large-scale professional dairy farm enterprise, the Group will demonstrate 

its stronger competitiveness. Meanwhile, with improvement in the quality of domestic dairy products, 

domestic consumers’ confidence in local dairy product brands will gradually increase and the demand 

for domestic dairy products will rise. The Group will grasp favorable opportunities in the market 

to continue enhancing the operational efficiency of dairy farms, implement scientific management, 

reduce costs, increase effectiveness and produce more premium quality and safe raw milk, in order to 

become one of the largest and the most efficient dairy farm operators with the highest quality in China.

Further Improve the Operational Efficiency of Dairy Farms

“Quality improvement, cost reduction and efficiency enhancement” is the core of operating the 

Group’s dairy farms. The feeding and breeding of dairy cows, inspection and quarantine procedures, 

procurement of feeds will be managed in a normalized, standardized, scientific, meticulous and 

systematic manners. The milk yields of dairy cows will be raised through scientific, nutritional, 

balanced and precise feeding; the genetic characteristics of dairy cows will be improved, and the 

structure of cow herds will be optimized to achieve the goals of reducing operating costs, increasing 

profitability and enhancing the quality of raw milk.

Continue to Enhance the Breeding of Dairy Cows

The Group will continue to adopt systematic and scientific measures of breeding management to 

improve the genetic characteristics of dairy cows and realize the sustainable and healthy development 

of dairy farming. The Group insists on importing heifers of premium quality Holstein breed from 

overseas to be seeding cows of its dairy farms, formulating breeding plans for cow herds of the 

Company according to the pedigree, milk yield, performance and past breeding records of each cow 

and building up a breeding database, establishing core herds for the farms to improve the breeding and 

raising of individual core herds, importing bull semen screened by genetic group testing technology 

from the United States, Canada or Germany to carry out scientific breeding of dairy herds with better 

quality. Through scientific breeding and feeding, the Group is able to improve the genetic mix of dairy 

herds effectively, enhance the overall quality of the cow herds within the shortest period of time and 

reduce the additional costs of purchasing cows and the risks of bringing in foreign diseases, and realize 

self-sufficiency in the supply of its own seeding cows.
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Continue to Promote Management of Feed Plantation

The Group will continue to seize the favorable opportunities arising from the measures taken by the 

Ministry of Agriculture of China in promoting the strategy of “food to feed conversion”, adjust the 

mix of corn plantations, actively implement the integration between plantation and grazing and the 

integration between agriculture and animal husbandry, strongly develop the resource-saving and 

environmental friendly modern ecological animal husbandry industry, enhance land rotation of the 

surrounding areas of dairy farms, and strive to lease more crop plantations with large site areas in the 

surrounding areas of dairy farms and cooperate with growers in growing feeds. Meanwhile, the Group 

will further optimize the efficiency of crop plantations to enhance crop output and efficiency in the 

crop plantations, continue to implement the mode of operation by integrating plantation with grazing, 

return organic fertilizers back to planting fields, develop recycling in agriculture, reduce costs of farms 

and enhance efficacy.

Continue to Promote the Import Trading Business

With recovery in domestic and overseas markets of the dairy industry, domestic demand for import 

trading business has increased. The Group will grasp the favorable opportunities in the market 

to import commodities such as premium quality dairy cows, alfalfa hay and frozen bull semen at 

reasonable prices according to the requirements of customers. Meanwhile, as the Group expands its 

farms, it will also continue to import more dairy cows.

Actively Develop Beef Cattle Farming and the Business of Feed Processing and Sales

On the basis of dairy farming business, the Group will gradually develop farming business of bull 

calves. Meanwhile, the Group will proactively promote the implementation of feed processing and 

sales business to enhance the value of industrial chain and increase its corporate comprehensive 

efficiency.
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Financial Overview

Revenue

The table below sets forth the revenue of each business segment of the Group for the years ended 31 

December 2016 and 2015, respectively:

For the year ended 31 December

2016 2015

External 

Sales

Internal 

Sales Total

External 

Sales

Internal 

Sales Total

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Dairy farming business 856,216 — 856,216 428,019 — 428,019

Import trading business 105,718 102,013 207,731 55,039 206,482 261,521
      

Total 961,934 102,013 1,063,947 483,058 206,482 689,540
      

The Group’s revenue for the year ended 31 December 2016 amounted to RMB961.9 million as 

compared to RMB483.1 million for the year ended 31 December 2015, representing a year-on-year 

increase of 99.1%. The increase was mainly attributed to an increase in the sales volume of raw milk 

brought by the newly constructed dairy farms and an increase in the revenue of our import trading 

business.

Dairy Farming Business

The revenue from the Group’s dairy farming business for the year ended 31 December 2016 amounted 

to RMB856.2 million as compared to RMB428.0 million for the year ended 31 December 2015, 

representing a year-on-year increase of 100.0%. The increase in revenue from the dairy farming 

business was attributed to the expansion of the scale of the Group’s dairy herds.

The Group’s revenue, sales volume and unit selling price of raw milk for the periods indicated are 

detailed in the table below:

For the year ended 31 December

2016 2015

Revenue

Sales

Volume

Unit Selling

Price Revenue

Sales

Volume

Unit Selling

Price

RMB’000 tonne RMB/tonne RMB’000 tonne RMB/tonne

Raw milk 856,216 224,094 3,821 428,019 100,498 4,259
      

In 2016, with the newly constructed dairy farms starting production successively, the sales volume of 

raw milk increased by 123.0% as compared to that of 2015. Meanwhile, as affected by the market, the 

unit selling price of raw milk decreased by 10.3% as compared to that of 2015.
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Import Trading Business

The revenue from the Group’s import principal trading business and import agency business for the 

periods indicated is detailed in the table below:

For the year ended 31 December

2016 2015

Revenue Percentage Revenue Percentage

RMB’000 RMB’000

Import principal trading business 101,295 95.8% 54,661 99.3%

Import agency business 4,423 4.2% 378 0.7%
    

Total 105,718 100.0% 55,039 100.0%
    

The revenue from the Group’s import trading business for the year ended 31 December 2016 amounted 

to RMB105.7 million as compared to RMB55.0 million for the year ended 31 December 2015, 

representing a year-on-year increase of 92.1%, which was mainly attributed to an increase in the sales 

of imported cows.

Gross Profit and Gross Profit Margin

The breakdown analysis of gross profit and gross profit margin before fair value adjustments of the 

Group’s two business segments is set out below:

For the year ended 31 December

2016 2015

Gross Profit

Gross Profit

Margin Gross Profit

Gross Profit

Margin

RMB’000 RMB’000

Dairy farming business 310,163 36.2% 182,469 42.6%

Import trading business 14,001 13.2% 6,082 11.1%
  

Total 324,164 33.7% 188,551 39.0%
  

Gross profit of the dairy farming business for the year ended 31 December 2016 was RMB310.2 

million, representing an increase of 70.0% as compared to the year ended 31 December 2015, which 

was mainly attributed to the expansion of the scale of the Group’s dairy herds as well as a sharp 

increase in sales volume of raw milk. The gross profit of the Group’s import trading business for the 

year ended 31 December 2016 was RMB14.0 million, representing an increase of 130.2% as compared 

to that of the year ended 31 December 2015, which was mainly attributed to the impact of an increase 

in the sales volume of imported cows.
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Gross profit margin of the Group’s dairy farming business for the year ended 31 December 2016 was 

36.2%, representing a decrease of 6.4% as compared to the gross profit margin of 42.6% for the year 

ended 31 December 2015, which was mainly attributed to a decline in the unit selling price of raw 

milk in 2016. The gross profit margin of our import trading business for the year ended 31 December 

2016 was 13.2%, representing an increase of 2.1% as compared to the gross profit margin of 11.1% for 

the year ended 31 December 2015.

Cost of Sales

Cost of sales of the Group’s dairy farming business is as follows:

For the year ended 31 December

2016 2015

RMB’000 Percentage RMB’000 Percentage

Feed 420,443 77.0% 192,904 78.6%

Labour costs 38,001 7.0% 14,905 6.1%

Others 87,609 16.0% 37,741 15.3%
    

Total 546,053 100.0% 245,550 100.0%
    

During the year ended 31 December 2016, feed costs represented approximately 77.0% of the cost of 

sales of the Group’s dairy farming business (before fair value adjustments).

Gains/Losses Arising from Changes in the Fair Value of Biological Assets Less Costs to Sell

Net losses from changes in the fair value of biological assets less costs to sell for the year ended 31 

December 2016 was RMB106.2 million, representing a year-on-year decrease of RMB130.0 million 

as compared to net gains of RMB23.8 million for the year ended 31 December 2015, which was 

mainly attributed to the regular and systematic culling of milking cows whose milk yield were low in 

economic efficiency as compared to their feeding costs and a decline in the average selling price of 

raw milk with market fluctuations.

Gains Arising from Initial Recognition of Agricultural Produce at Fair Value Less Costs to Sell 
upon Harvest

The gains arising from initial recognition of agricultural produce at fair value less costs to sell upon 

harvest of the Group increased by approximately 71.9% from RMB169.3 million for the year ended 31 

December 2015 to RMB291.2 million for the year ended 31 December 2016, primarily reflecting an 

increase in the sales volume of the Group’s raw milk.
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Other Income

Other income includes government grants, bank interest income and others. Income from government 

grants recognized for the year ended 31 December 2016 was RMB29.1 million, representing a year-on-

year increase of 150.0% as compared to RMB11.6 million for the year ended 31 December 2015. Bank 

interest income recognized for the year ended 31 December 2016 was RMB0.7 million, representing a 

year-on-year increase of 24.5% as compared to RMB0.6 million for the year ended 31 December 2015.

Operating Expenses

For the year ended 31 December

2016 2015

Rate of

Change

RMB’000 RMB’000

Distribution costs 25,726 19,031 35.2%

Administration expenses 79,494 49,573 60.4%

Other expenses 1,147 27,358 -95.8%
  

Total 106,367 95,962 10.8%
  

Operating expenses increased by 10.8% from RMB96.0 million for the year ended 31 December 2015 

to RMB106.4 million for the year ended 31 December 2016, which was mainly attributable to the 

expansion of the Group’s scale and the increase in the number of the employees.

Finance Costs

Finance costs increased by 13.5% from RMB30.7 million for the year ended 31 December 2015 to 

RMB34.9 million for the year ended 31 December 2016, which was mainly attributable to the increase 

in borrowings as a result of the expansion of the scale of our farms.

Capital Expenditure

Capital expenditure of the Group for the year ended 31 December 2016 amounted to RMB1,177.9 

million as compared to RMB786.2 million for the year ended 31 December 2015, representing a year-

on-year increase of 49.8%. During the Reporting Period, the capital expenditure of the Group mainly 

consisted of additions to properties, plant and equipment, additions to prepaid land lease payments and 

additions to non-current biological assets.
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Liquidity and Sources of Funds

The working capital of the Group mainly derived from cash inflow generated from daily operating 

activities and borrowings from financial institutions. As at 31 December 2016, the gearing ratio of the 

Group was approximately 51.4% (as at 31 December 2015: 40.5%). The gearing ratio was calculated 

by dividing total liabilities by total assets. The bank balances and cash balance were RMB428.2 

million (as at 31 December 2015: RMB296.4 million).

Indebtedness

Borrowings of the Group were denominated in RMB and USD. As at 31 December 2016, the balance 

of short-term borrowings including long-term borrowings due within one year was RMB930.0 million. 

As at 31 December 2016, the balance of long-term borrowings after deducting the portion due within 

one year was RMB460.3 million, of which long-term borrowings with fixed interest rates amounted to 

approximately RMB859.0 million.

Contingent Liabilities

As at 31 December 2016, there were no material contingent liabilities (as at 31 December 2015: Nil).

Foreign Exchange Risk

As at 31 December 2016, save for the pledged bank deposits and cash and bank balances of RMB209.2 

million which were USD-denominated assets and RMB6.7 million which were HKD-denominated 

assets, and borrowings of RMB42.9 million which were USD-denominated borrowings, the other 

assets and liabilities of the Group were settled in RMB. For the year ended 31 December 2016, the 

Group did not carry out any financial instruments like foreign currency exchange contracts to hedge 

such risks.

Significant Investments, Acquisitions and Disposals of Assets

The Group had no significant investments during the Reporting Period. During the Reporting Period, 

the Group also had no significant acquisitions and disposals regarding subsidiaries, associates and joint 

ventures.

Pledge of Assets

Save for the amounts disclosed in note 14 to the Consolidated Financial Statements of this 

announcement and the amounts recorded in the pledged bank deposits item in the Consolidated 

Statement of Financial Position of this announcement, there was no other pledge of assets of the 

Group.
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Human Resources

The Group had approximately 1,266 formal employees in Mainland China and Hong Kong as at 

31 December 2016 (as at 31 December 2015: 957). During the Reporting Period, total staff costs 

(excluding independent non-executive Directors’ fees) of the Group were approximately RMB108.3 

million (for the corresponding period in 2015: approximately RMB64.5 million).

We redesigned and adjusted the Group’s corporate organization structure and strengthened the Group’s 

human resources management base in order to make it more consistent with the Company’s strategic 

development.

We adjusted our existing remuneration polices in order to attract, retain and motivate outstanding 

talents and ensure that the Company’s working team is capable of achieving the Company’s business 

goals and maximizing shareholders’ value. The Company will regularly adjust its remuneration polices 

and employee benefits with reference to industry standards and performance of individual employees.

In the meantime, we also proactively recruited middle-to-high level personnel and core business 

personnel through various channels such as online recruitment, campus recruitment and social 

recruitment in order to improve the Group’s management standard and efficiency.

The Group will also provide specific and differentiated training programs to all employees of the 

Group in order to improve their management standard and occupational skills.

The PRC employees of the Group are participants of a state-managed retirement benefit plan operated 

by the PRC government. The Group is required to contribute a specified percentage of its payroll costs 

to the retirement benefit plan to fund the benefits.

The Company adopted the Post-IPO Share Option Scheme (as defined in the prospectus of the 

Company dated 20 November 2015) on 28 October 2015, details of which are set out in the section 

headed “Statutory and General Information – D. Other Information – 1. Post-IPO Share Option 

Scheme” in Appendix IV to the prospectus of the Company.
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PROSPECT

Looking forward, with the continuing increase in the per capita consumption level of residents and 

the per capita consumption of milk in the PRC, the further development of urbanization and the full 

implementation of the “Two-Child Policy” in the PRC, the PRC dairy product market and the liquid 

milk market will maintain a strong growth. The domestic demand for high-end premium raw milk 

is still very strong and growing. The PRC dairy product industry has a broad expansion capacity in 

the future. During the Reporting Period, although prices of raw milk continued to drop, such prices 

had been stabilized at the end of the Reporting Period. We believe, in the long run, the demand of 

the market for high-end premium raw milk will still be greater than the supply. It is anticipated that 

domestic raw milk prices will still have room for increase in the long term. The dairy farming industry 

in the PRC is still highly fragmented. However, large farms can generally achieve a higher yield 

per unit. It is expected that the market share of large farms will gradually increase in the future, and 

become a development trend in the dairy farming industry of the PRC. More and more large dairy 

farming enterprises are expanding their scale of operations and rely on imported heifers as seeding 

cows for newly developed farms, which further increases the demand of the market for imported dairy 

cows. Therefore, it is expected that the dairy cow import trading business will experience a relatively 

significant growth.

As one of the leading large dairy farming enterprises in the PRC and a premium raw milk producer 

and supplier, the Group has been committed to providing premium raw milk to premium customers. 

In the future, the Group will continue to improve the operating efficiency of our dairy farms and fully 

leverage on our competitive advantages in breeding technology and cow herd management to strive 

to increase the milk yield of dairy cows and guarantee the premium quality of milk so as to satisfy the 

growing market demand. Leveraging on our advantages in dairy farming business, we will gradually 

carry out beef cattle breeding as well as processing and sales of alfalfa and feeds, which would enable 

us to further increase our profitability and ultimately maximize the return to shareholders of the 

Company.

OTHER INFORMATION

Corporate Governance

The Company is committed to maintaining a high standard of corporate governance within the Group, 

and the Board considers that effective corporate governance marks an important contribution to 

corporate success and to enhancing shareholders’ value.

The Company adopted the Corporate Governance Code (the “CG Code”) as set out in Appendix 14 

to the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the 

“Listing Rules”).
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Pursuant to code provision A.2.1 of the CG Code, the roles of chairman and chief executive officer 

should be separate and should not be performed by the same individual. The role of chairman of the 

Board and chief executive officer of the Company are both performed by Mr. Zhang Jianshe, who 

is the founder of the Group. The Board believes that vesting the roles of both chairman of the Board 

and chief executive officer of the Company in Mr. Zhang Jianshe would enable the Company to 

achieve higher responsiveness, efficiency and effectiveness when formulating business strategies and 

executing business plans. Furthermore, in view of Mr. Zhang Jianshe’s extensive industrial experience 

and significant role in the historical development of the Group, the Board believes that it is beneficial 

to the business prospects of the Group that Mr. Zhang Jianshe continues to act as both the chairman 

of the Board and chief executive officer of the Company, and the balance of power and authority 

is sufficiently maintained by the operation of the Board, comprising the executive Directors, non-

executive Directors and independent non-executive Directors.

Save as disclosed above, none of the Directors is aware of any information that would reasonably 

indicate that the Company had not been in compliance with the CG Code during the Reporting Period.

Model Code for Securities Transactions by Directors

The Company has devised its own code of conduct for securities transactions (the “Company’s 

Securities Dealings Code”) regarding Directors’ and Restricted Persons’ (as defined in the 

Company’s Securities Dealings Code) dealings in the Company’s securities on terms no less exacting 

than the Model Code for Securities Transactions by Directors of Listed Issuers as set out in Appendix 

10 to the Listing Rules.

Specific enquiry has been made to all the Directors and the Directors have confirmed that they had 

complied with the Company’s Securities Dealings Code throughout the Reporting Period.

The Company’s Securities Dealings Code also applies to all employees of the Group who are likely to 

possess unpublished price sensitive information of the Company. No incident of non-compliance of 

the Company’s Securities Dealings Code by the employees was noted by the Company.

Review by Audit Committee

The audit committee of the Company (the “Audit Committee”) comprises Prof. Li Shengli and Mr. 

Joseph Chow, who are independent non-executive Directors, and Ms. Yu Tianhua, who is a non-

executive Director. The Audit Committee is chaired by Mr. Joseph Chow. The Audit Committee and 

the management team of the Company have reviewed the accounting principles and practices adopted 

by the Group and discussed issues relating to audit, risk management, internal control and financial 

reporting, including reviewing the annual results of the Group for the year ended 31 December 2016 

and they have no objection in relation thereto.

Purchase, Sale or Redemption of Listed Securities of the Company

During the Reporting Period, neither the Company nor any of its subsidiaries had purchased, sold or 

redeemed any listed securities of the Company.
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Significant Events after the Reporting Period

For details of the significant events of the Group after the Reporting Period, please refer to note 15 to 

the Consolidated Financial Statements of this announcement.

Dividend 

The Directors do not recommend the payment of dividend for the year ended 31 December 2016 (31 

December 2015: Nil).

Scope of work of Ernst & Young

The financial information in respect of the preliminary announcement of the Group’s results for 

the year ended 31 December 2016 have been agreed by the Group’s auditors, Ernst & Young, 

to the amounts set out in the Group’s draft consolidated financial statements for the year. The 

work performed by Ernst & Young in this respect did not constitute an assurance engagement in 

accordance with Hong Kong Standards on Auditing, Hong Kong Standards on Review Engagements 

or Hong Kong Standards on Assurance Engagements issued by the Hong Kong Institute of Certified 

Public Accountants and consequently no assurance has been expressed by Ernst & Young on this 

announcement.

Annual General Meeting

The 2017 annual general meeting of the Company (the “AGM”)  will be held on Friday, 26 May 2017. 

A notice convening the AGM will be published and despatched to the shareholders of the Company in 

accordance with the requirements of the Listing Rules and the articles of association of the Company 

in due course.

Closure of Register of Members

For determining the entitlement to attend and vote at the AGM, the register of members of the 

Company will be closed from Tuesday, 23 May 2017 to Friday, 26 May 2017, both dates inclusive, 

during which period no transfer of shares of the Company will be registered. In order to attend and 

vote at the AGM, all transfer documents accompanied by the relevant share certificates must be 

lodged with the Company’s Hong Kong share registrar, Computershare Hong Kong Investor Services 

Limited, at Shops 1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong 

Kong for registration not later than 4:30 p.m. on Monday, 22 May 2017.
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PUBLICATION OF ANNUAL RESULTS AND ANNUAL REPORT

This annual results announcement is published on the websites of Hong Kong Exchanges and Clearing 

Limited (www.hkexnews.hk) and the Company (www.zhongdidairy.hk). The Company will despatch 

the annual report for 2016 and the notice of the AGM to its shareholders and will publish the same on 

the above-mentioned websites in accordance with the requirements of the Listing Rules.

On behalf of the Board

China ZhongDi Dairy Holdings Company Limited

Zhang Jianshe

Chairman

Hong Kong, 29 March 2017

As at the date of this announcement, the Board comprises Mr. Zhang Jianshe and Mr. Zhang Kaizhan as 
executive Directors;  Mr. Liu Dai, Mr. Du Yuchen, Mr. Li Jian and Ms. Yu Tianhua as non-executive Directors;  
and Prof. Li Shengli, Dr. Zan Linsen and Mr. Joseph Chow as independent non-executive Directors.


