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REPORT ON REVIEW OF INTERIM FINANCIAL INFORMATION

TR BREN CERNRSE

Bl #F 3t @ Fa AR F

Hodgson Impey Cheng Limited

HLB

INDEPENDENT REVIEW REPORT TO THE
SHAREHOLDERS OF

DAQING DAIRY HOLDINGS LIMITED
(Incorporated in Cayman Islands with limited liability)

INTRODUCTION

We were engaged to review the interim financial
information set out on pages 11 to 44, which
comprises the condensed statement of financial
position of Daqging Dairy Holdings Limited (the
“Company”) as at 30 June 2015 and the related
condensed statements of profit or loss and other
comprehensive income and changes in equity for
the six months then ended, and explanatory notes.
The Main Board Listing Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong
Limited require the preparation of a report on
interim financial information to be in compliance with
the relevant provisions thereof and International
Accounting Standard (“IAS”) 34 “Interim Financial
Reporting” issued by the International Accounting
Standards Board. The directors of the Company are
responsible for the preparation and presentation of
this interim financial information in accordance with
IAS 34. Our responsibility is to express a conclusion
on this interim financial information based on our
review. Our report is made solely to you, as a body,
in accordance with our agreed terms of
engagement, and for no other purpose. We do not
assume responsibility towards or accept liability to
any other person for the contents of this report.
Because of the matters described in the Basis for
Disclaimer of Conclusion paragraphs, however, we
were not able to obtain sufficient appropriate
evidence as a basis of expressing a conclusion on
the interim financial information.

SCOPE OR REVIEW

We conducted our review in accordance with Hong
Kong Standard on Review Engagements 2410,
“Review of Interim Financial Information Performed
by the Independent Auditor of the Entity” issued by
the Hong Kong Institute of Certified Public
Accountants (the “HKICPA”). A review of the interim
financial information consists of making inquiries,

Daqing Dairy Holdings Limited
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REPORT ON REVIEW OF INTERIM FINANCIAL INFORMATION

primarily of persons responsible for financial and
accounting matters, and applying analytical and
other review procedures. A review is substantially
less in scope than an audit conducted in
accordance with Hong Kong Standards on Auditing
issued by the HKICPA and consequently does not
enable us to obtain assurance that we would
become aware of all significant matters that might be
identified in an audit. Accordingly, we do not express
an audit opinion.

BASIS FOR DISCLAIMER OF

CONCLUSION
a) Opening balances and the comparative
information

The opening balances and the comparative
figures disclosed in the interim condensed
financial statements are based on (i) the
unaudited interim condensed financial
statements of the Company for the six
months ended 30 June 2014 of which our
review report dated 21 January 2016
expressed a disclaimer conclusion; and (ii)
the audited financial statements of the
Company for the year ended 31 December
2014 of which our auditors’ report dated
21 January 2016 expressed a disclaimer
opinion. The matters which resulted in that
disclaimer conclusion and disclaimer opinion
included (a) departure from International
Financial Reporting Standard (“IFRS”) 10
“consolidated Financial Statements”; (b)
amount due to a subsidiary; (c) accrued
expenses and other payables; (d) contingent
liabilities and commitments; and (e) going
concern basis of accounting. Due to lack of
complete books and records of the
Company, we have been unable to obtain
sufficient appropriate evidence as to whether
the opening balances as at 1 January 2015
and the comparative figures for the six
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REPORT ON REVIEW OF INTERIM FINANCIAL INFORMATION

i HA

b)

Daqing Dairy Holdings Limited

RIS ER 2 &F

B9 ¥R &5

months ended 30 June 2014 were properly
recorded and accounted for and in
compliance with the requirements of
applicable IFRSs including IAS 1
“Presentation of Financial Statements”. There
were no alternative procedures that we could
perform to satisfy ourselves as to whether
the opening balances and the comparative
figures were free from material misstatement.
Any adjustments to the opening balances as
at 1 January 2014 that would be required
may have a consequential significant effect
on the Company’s assets and liabilities as at
1 January 2015 and 30 June 2015 and its
results for the six months ended 30 June
2014 and 2015, and the presentation and
disclosure thereof in the financial
statements.

Departure from IFRS 10 “Consolidated
Financial Statements”

As disclosed in note 21 to the interim
condensed financial statements, the
predecessor auditors of the Company (the
“Predecessor Auditors”) identified certain
potential irregularities in respect of certain
accounting records and transactions recorded
in the books of the Company’s indirectly
wholly owned subsidiaries incorporated in the
People’s Republic of China (the “PRC”)
namely, Da Qing Dairy Ltd. (KX E 7 %A R
EEAR]), Heilongjiang Chang Qing Dairy
Products Co., Ltd. (BEIFEILEBREML

ﬂ) and Wuchang Benniu Muye Co., Limited
(ABEFHEAREEAR) (collectively
referred to as the “PRC Subsidiaries”). The
Predecessor Auditors subsequently resigned
on 21 March 2012. As disclosed in note 2.1
to the interim condensed financial statements,
certain new directors were appointed following
the change in controlling shareholder and it
was announced on 6 November 2013 that a
firm of forensic accounting specialists (the
“Forensic Accountants”) was appointed to
investigate these potential irregularities (the
“Forensic Investigation”). Both the Forensic
Accountants and the directors of the
Company have been unable to get access to
the books and records of the PRC
Subsidiaries. The directors of the Company
have also been unable to locate the complete
books and records of the Company and

b)

Interim Report 2015
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REPORT ON REVIEW OF INTERIM FINANCIAL INFORMATION

Global Milk Products Pte. Ltd. which is the
Company’s directly wholly-owned subsidiary
incorporated in the Republic of Singapore
(“Global Milk”). The directors of the Company
have further confirmed to us that the previous
management of the Group did not response
to their request for any information.
Furthermore, the Company resolved to put
Global Milk into winding up in a shareholder’s
meeting held on 3 December 2015.

Given these circumstances, the directors of
the Company have not consolidated the
financial statements of Global Milk and the
PRC Subsidiaries (collectively referred to as
the “De-consolidated Subsidiaries”) and no
interim condensed consolidated financial
statements of the Company were prepared
for the six months ended 30 June 2015.

The directors of the Company have
determined to exclude the De-consolidated
Subsidiaries in presenting the financial
position, results of operations and cash flows
and did not prepare interim condensed
consolidated financial statements for the
Group under the above mentioned
circumstances. The exclusion of the financial
position, results and cash flows of the De-
consolidated Subsidiaries and no interim
condensed consolidated financial statements
have been prepared for the Group is a
departure from the requirements of IFRS 10
“Consolidated Financial Statements”.

Due to the lack of complete books and
records of the De-consolidated Subsidiaries,
we have been unable to obtain sufficient
appropriate evidence and explanation to
assess the accounting treatment on de-
consolidation of the De-consolidated
Subsidiaries. We are also unable to ascertain
the impact of the potential irregularities with
respect to the accounting records and
transactions of the Group, if any, and the de-
consolidation of the De-consolidated
Subsidiaries on the interim condensed
financial statements. Any adjustment that
would be required may have a consequential
significant effect on the net liabilities of the
Company as at 30 June 2015 and the loss
attributable to equity holders of the
Company for the six months then ended.
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REPORT ON REVIEW OF INTERIM FINANCIAL INFORMATION
FTHMBEN ZERARS

c)

a)

Daqing Dairy Holdings Limited

Amount due to a subsidiary

As disclosed in note 11 to the interim
condensed financial statements, the
Company recorded an amount due to a
subsidiary of approximately RMB810,000. As
further disclosed in note 2.1 to these interim
condensed financial statements, the
directors of the Company have been unable
to locate the complete books and records of
the Company and Global Milk and have been
unable to get access to the books and
records of the PRC Subsidiaries. Due to the
lack of complete books and records of the
Company and Global Milk, we have been
unable to obtain sufficient appropriate
evidence to determine whether the amount
due to a subsidiary were properly recorded
and accounted and in compliance with the
requirements of IFRSs. There were no
alternative procedures that we could perform
to satisfy ourselves as to whether the
amount due to a subsidiary were free from
material misstatements. Any adjustment that
would be required may have a consequential
significant effect on the net liabilities of the
Company as at 30 June 2015 and loss
attributable to the equity holders of the
Company for the six months then end.

Accrued expenses and other payables

As disclosed in note 11 to the interim
condensed financial statements, included in
the accrued expenses and other payables in
the statement of financial position of the
Company as at 30 June 2015 were other
payables of approximately RMB14,130,000
among which (i) RMB10,543,000 were
liabilities recognised in respect of the
aggregate amounts of the debit balances of
bank transactions as the directors of the
Company were unable to locate the
complete books and records of bank
accounts and whereabouts of these bank
balances and cash as of the date of
approval of the interim condensed financial
statements; and (i) RMB3,587,000 were
other payables that the directors of the
Company have been unable to locate
relevant books and records. Due to the lack
of complete books and records of the
Company, we were not able to obtain

c)

a
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REPORT ON REVIEW OF INTERIM FINANCIAL INFORMATION
THMBENZERRS

sufficient appropriate evidence as to whether
the accrued expenses and other payables
were properly recorded and accounted for
and in compliance with the requirements of
IFRSs. There were no alternative procedures
that we could perform to satisfy ourselves as
to whether the accrued expenses and other
payables were free from material
misstatements. Any adjustments that would
be required may have a consequential
significant effect on the balances of the
Company’s accrued expenses and other
payables, the Company’s net liabilities as at
30 June 2015 and consequently net loss and
cash flows of the Company for the six
months ended 30 June 2015, and the related
disclosures thereof in the interim condensed
financial statements.

Contingent liabilities and commitments

As disclosed in note 21 to the interim
condensed financial statements, due to the
lack of complete books and records of the
Company and the De-consolidated
Subsidiaries, we have been unable to obtain
sufficient appropriate evidence and
explanations as to whether the contingent
liabilities and commitments committed by the
Company were properly recorded and
accounted for and in compliance with the
requirements of applicable IFRSs including
IAS 37 “Provisions, Contingent Liabilities and
Contingent Assets” and IAS 39 “Financial
Instruments: Recognition and Measurement”.
There were no alternative procedures that we
could perform to satisfy ourselves as to
whether the contingent liabilities and
commitments were free from material
misstatements. Any adjustment that would
be required may have a consequential
significant effect on the net liabilities of the
Company as at 31 December 2014 and the
loss attributable to the equity holders for the
year then ended and the related disclosures
thereof in the financial statements.
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REPORT ON REVIEW OF INTERIM FINANCIAL INFORMATION

TR BREN CERNRSE

f) Going concern basis of accounting

As explained in note 21 to the interim
condensed financial statements, in making
their assessment of the Company’s ability to
continue as a going concern, the directors of
the Company have considered (i) the
Company incurred a loss attributable to the
owners of the Company of approximately
RMB1,568,000 for the six months ended 30
June 2015 and as of that date, the
Company'’s total liabilities exceeded its total
assets by approximately RMB22,156,000; (ii)
following de-consolidation of the De-
consolidated Subsidiaries, the Company
become an investment holding company
without conducting other business; (i) the
Company has been placed in the second
delisting stage as of the date of approval of
the interim condensed financial statements;
and (iv) as disclosed in note 2.1, the
directors are unable to represent that all
present and contingent liabilities of the
Company have been completely identified.
Given these circumstances, which are more
fully described in note 2.1, there were no
practicable procedures that we could
perform to form a conclusion on whether
management has considered all relevant
events and conditions when making
assessment on the Company’s ability to
continue as a going concern.

DISCLAIMER OF CONCLUSION

Because of the significance of the matters
described in the Basis for Disclaimer of Conclusion
paragraphs, we were unable to obtain sufficient
appropriate evidence to form a conclusion on the
interim financial information. Accordingly, we do not
express a conclusion on the interim financial
information.

HLB Hodgson Impey Cheng Limited
Certified Public Accountants

Yu Chi Fat

Practising Certificate Number: P05467

Hong Kong, 21 January 2016
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CONDENSED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

BHEERkEME2E RS X

For the six months ended 30 June 2015 # 2 =F —HF N H=1+HIE~1EA

Six months ended 30 June

BEARA=t+HILEREAR

2015 2014
—E—-AF —T—mE
(Unaudited) (Unaudited)
(REEZ) (R EZ)
Notes RMB’000 RMB’000
B 5 ARETR ARBTF T
Revenue Uz 3 = -
Cost of sales 4 & X AR - -
Gross profit £7 = -
Administrative expenses THHX (1,568) (1,540)
Loss before taxation BB HI RS 18 (1,568) (1,540)
Income tax expenses FriS &t = -
LOSS FOR THE PERIOD B g5 8 (1,568) (1,540)
Other comprehensive income HIRKRFBH %
for the period, net of Hith2mis:
income tax:
Items that may be reclassified Hig gt E A 748
subsequently to profit or loss: 2EmHA
Exchange differences on BREAZHERE®Z
translating to presentation HEHER
currency 50 78
Other comprehensive income HAKRFFEHEHR
for the period, net of 2w S
income tax 50 78
Total comprehensive loss for HlAZEEEEHE
the period (1,518) (1,462)
Loss for the period EXATHAEANE
attributable to owners of HREsiE
the Company (1,568) (1,540)

2015 R IR &

REAEEZERBRAF
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CONDENSED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
HHEakEME2ERE X

For the six months ended 30 June 2015 & £ =F —hF N A=1+HI~1EA

Six months ended 30 June

BEARA=t+HILEREAR

2015 2014

—F—-AF —E-F
(Unaudited) (Unaudited)
(REE®) (REgE®R)

Notes RMB’000 RMB’000

o 3 ARET ARBTT

Total comprehensive loss for AAT#HH AEL

the period attributable to HR2mEEsE

owners of the Company EE (1,518) (1,462)
LOSS PER SHARE EATIHAANEN

ATTRIBUTABLE TO BlREBR

OWNERS OF THE

COMPANY 7

Basic and diluted EARREE RMBA R % RMBA R #

(0.002) 5T (0.002)7T

12 | Daging Dairy Holdings Limited Interim Report 2015



CONDENSED STATEMENT OF FINANCIAL POSITION
57 B B 35 AR O 3R

As at 30 June 2016 R=ZF—AFNHA=1H

As at As at
30 June 31 December
2015 2014
R-ZF—REF R-ZT—mF
~A=+H +=-A=+-—8
(Unaudited) (Audited)
(REER) (& FE %)
Notes RMB’000 RMB’000
B & AREFR ARBF T
Non-current assets FREBEE
Property, plant and equipment 1% ~ B 5 & 2 & 8 - 429
Prepaid lease payments FEREER = -
Intangible assets EmEE = -
Deferred tax assets RIERIE & B - -
= 429
Current assets REEE
Inventories TE = -
Prepayments and deposits ERRELEMIZS
paid 9 94 500
Prepaid lease payments FENAHEER = -
Bank balances and cash WITHEHRER S 10 58 58
152 558
Current liabilities REAR
Accrued expenses and other  JEEt BT K H A fEAS
payables HIA 11 22,308 21,625
22,308 21,625
Net current liabilities RBERTE (22,156) (21,067)
Total assets less current HEERBTHER
liabilities (22,156) (20,638)

2015 IR E AREAXERABRQF
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CONDENSED STATEMENT OF FINANCIAL POSITION

5 B B 3551k R &R

As at 30 June 2016 R=ZF—HFNHA=1H

As at As at
30 June 31 December
2015 2014
R-ZF—REF KT —F
~A=+H +ZA=+—H
(Unaudited) (Audited)
(REEX) (&%)
Notes RMB’000 RMB’000
B 5% AREFTR ARBF T
Capital and reserves BERGEE
Share capital [N 12 9 9
Reserves 18 (22,165) (20,647)
(22,156) (20,638)
Non-current liabilities Eid0=R
Deferred tax liabilities FERIEBE = -
Borrowings EEA - -
(22,156) (20,638)

The interim condensed financial statements on
pages 11 to 44 were approved and authorised for
issue by the board of directors on 21 January 2016
and are signed on its behalf by:

Daqing Dairy Holdings Limited

F+t—AEFNTHOAZTHBAMBEREK
TR E—RE-A-t - RAKEEGHAER
RETE YHAATEERRFSEF:

Interim Report 2015



CONDENSED STATEMENT OF CHANGES IN EQUITY
EHESZE X

For the six months ended 30 June 2015 # 2 =F —HF N H=1+HIE~1EA

Share
Share Share option Exchange Accumulated
capital premium reserve reserve losses Total

BEx  BRtRR BRERE ERHE Rt EH
RMB'000  RMB'000  RMB'000  RMB’000 RMB'000  RMB'000
ARBTR ARBTR ARBTI ARMTRI ARETR ARETR

At 1 January 2014 (Audited) RZZE-NF—-A—H

(€:&:379) 9 1,142,805 10,608 36 (1,171,559) (18,101)
Loss for the period BREE - - - - (1,540) (1,540)
Other Gomprehensive income/ 2 B/
(loss) (E8)
Exchange difference on BERFIBERZE
translating to RE®
presentation currency - - - 78 - 78

Total comprehensive income/  FR2E K%/
(loss) for the year (BB Ea - - - 78 (1,540) (1,462)

At 30 June 2014 (Unaudited) M=F—MEXA=+H
(REER) 9 1,142,805 10,608 14 (1,173,099) (19,563)

At 1 January 2015 (Audited) ~ RZZT—RF—A—H

(€:&:379) 9 1,142,805 = 121 (1,163,573)  (20,638)
Loss for the period BAERE = = = = (1,568) (1,568)
Other Gomprehensive income/ 2 B/
(loss) (E8)
Exchange difference on BERFIBERE
translating to RE®
presentation currency = = = 50 = 50

Total comprehensive income/ R 2 @K%/
8) e

(loss) for the year (518 & - - - 50 (1,568) (1,518)
At 30 June 2015 (Unaudited) R=F—-E&FXA=+H
(REER) 9 1,142,805 - 17 (1,165,141) (22,156)

2015 IR E AREAZFERARLE | 15
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STATEMENT OF CASH FLOWS

BEREBR

For the six months ended 30 June 2015 & £ =F —hF N A=1+HI~1EA

Six months ended 30 June

BESA=t+HILEREAR

2015 2014
—¥-4F ik
RMB’000 RMB’000
ARETR ARBTT
Cash generated from operating & %(BEFRBHEE
activities - 1
Net increase in cash and cash RekReSEMILMTE
equivalents — 1
Cash and cash equivalents at HMReREEEY
beginning of the period 58 51
Cash and cash equivalents at ending HiRIR & RIREZEY
of the period 58 52

Daqing Dairy Holdings Limited

Interim Report 2015
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
SR T

For the six months ended 30 June 2015 # 2 =F —HF N H=1+HIE~1EA

GENERAL

Daging Dairy Holdings Limited (the
“Company”) is a limited company
incorporated in the Cayman Islands on 15
October 2009.

The address of the registered office of the
Company is Cricket Square, Hutchins Drive,
P.O. Box 2681, Grand Cayman KY1-1111,
Cayman Islands. The principal place of
business of the Company is Room 2512,
25/F, Cosco Tower, 183 Queen’s Road
Central, Hong Kong.

The financial statements of the Company are
presented in Renminbi (“RMB”).

The Company acts as an investment holding
company.

The shares of the Company have been listed
on the Main Board of The Stock Exchange
of Hong Kong Limited (the “Stock
Exchange”) since 28 October 2010 (the
“Listing”). Trading in the shares of the
Company has been suspended since 22
March 2012.

BASIS OF PREPARATION

The financial statements as at and for the six
months ended 30 June 2015 comprise the
Company.

The interim condensed financial statement
for the six months ended 30 June 2015 have
been prepared in accordance with the
applicable disclosure requirements of
Appendix 16 to the Rules Governing the
Listing of Securities on the Stock Exchange
of Hong Kong Limited (the “Stock
Exchange”) and with the International
Accounting Standard 34 “Interim Financial
Reporting” issued by the International
Accounting Standards Boards (“IASB”). They
have been prepared under the historical cost
convention, except for financial assets and
financial liabilities, which are carried at fair
value.

1. —REHE

REAXZEBRERAR(RRF A
RANZZEZNF+ATHEERS

HEAMKZRBRAR -

AN A EE 9 2= R B 8 Cricket
Hutchins Drive, P.O. Box
Grand Cayman KY1-1111,
Islands ° A AT 2 EBE X
WHABEEZRABHRIBIHEHEK

Square,
2681,
Cayman

[E25122512% -

ERAWNFHERRAARE TARED

275

AAR B —HREBZRBRDF -

ARARWBHEA=Z—ZTF+A =+
NBREBBHARSHARAR ([H
RN EREM (LMD - KRB R
BT —-—F=ZA=-+-BREREFE

B o

21 GEHEE

R-_E-RAFAA=+TARBE_T—
RERAZTRIEXNEANBMBRE

HARBAEX -

HE-Z-AFA NA=1TALAEA
MR EAMBEREDBEEER S
REMARRAT (B2 EF LR
B s 16HE AR BERE N REES
FPEAPESEE ((BRS EREEE])
M) B P& Rt AR B 345k [ BT 75
BEIRE BREREERSBAEMN
T A BT TS K 1T

RNEEFIRS -
BELKRATZHREH -

2015 IR E AREAXERABRQF
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
SRR T

For the six months ended 30 June 2015 & £ =F —hF N A=1+HI~1EA

241

Daqing Dairy Holdings Limited

BASIS OF PREPARATION - continued

The interim condensed financial statements
do not include all the information and
disclosures required in the annual financial
statements, and should be read in
conjunction with the annual financial
statements of the Company for the year
ended 31 December 2014.

As disclosed in the Company’s
announcement dated 29 March 2012, during
the audit process in respect of the financial
year ended 31 December 2011, irregularities
were identified by Deloitte Touche
Tohmatsu, the predecessor auditors of the
Company (the “Predecessor Auditors”) that (i)
certain milk procurement transactions
brought to the attention of management and
acknowledged by them to be fraudulent; (ii)
unexplained differences between sales
receipt notes sighted during the Predecessor
Auditors’ works in February 2012 and
documents purporting to be the same sales
receipt notes returned to the Company in
March 2012 ostensibly following a Tax
Bureau investigation; (iiij the explanation
provided by management-The Tax Bureau
investigation-for removing accounting records
which were then not available to the
Predecessor Auditors continuously during the
audit; (iv) the validity and commercial
substance of acquisitions of milk stations,
farm houses and Holstein cattle; and (v)
difficulties the Predecessor Auditors
encountered during their visits to the local
branch of one of the banks of the Company
and its subsidiaries (the “Group”) (collectively
referred as to the “Potential Irregularities”).
The Predecessor Auditors tendered its
resignation as auditors of the Company with
effect from 21 March 2012 and the
Company applied for suspension of trading
in the shares on the Main Board of the
Stock Exchange on 22 March 2012.

21

Interim Report 2015

EREE -

THERAMERRTTEEREEF
B ERMRENMBER R ER
B YEREAARTNEE-ZT—NF+
ZAEt-RALEFEZFREMBRE
—BFEIAE e

BIMARBRSMA T ——F=ZA-+
NAZASHEE REBE-_T—
—F+-_A=+—ALTRFEZE
AR - A D B AT A% AR (TR 1T
B BB E MR & AT Al 1T B
HEREE ((ETCREEEBIE
ZHMEERS BEBECRATE
URXSEFEFE: (\R=2—=F=A
BRI EZBAD TEF BN HEE
B BEATHBRAERN T =
FZARBARNR(REERE AR —
HEER N ZENERKRIER
B (\EEERRB ety
WRE—HREBAE —ABURE KiL
REBREP -ETRHE IR S AR
A% BUAD ¢ (iv) U BRI Y U~ OB R
HMIBBAFHERERBEELD: &
(v) BT % 256D 74 B 55 AN A 5] K £ BB
AR((AREE])HEF—EERIETH
KD TR AT B R R B8 (RBOELE
BRERE]D - AIERBHMCKR=_E—=F
A+ —BHEBEIAR A -
MARRER=ZZE—=F=A=+=H
HERNABRIMEREEESR -



241

NOTES TO THE CONDENSED FINANCIAL STATEMENTS
SR T

For the six months ended 30 June 2015 # 2 =F —HF N H=1+HIE~1EA

BASIS OF PREPARATION - continued

It was further disclosed in the Company’s
announcement dated 29 March 2012 that an
independent review committee comprised of
the independent non-executive directors at
that material time and other qualified
independent individuals has been
established to conduct a review on the
Potential Irregularities raised by the
Predecessor Auditors.

As disclosed in the Company’s
announcements dated 18 May 2012 and 20
June 2012, during May and June 2012,
those independent non-executive directors at
that material time forming the independent
review committee tendered their resignation
as the independent non-executive directors
of the Company.

As disclosed in the Company’s
announcement dated 9 January 2013, on 2
January 2013, it was discovered that the
heating pipes of the offices of a subsidiary,
Da Qing Dairy Ltd. (KEISBAERI LR
7)) (“Da Qing Dairy”), located in Daging City,
Heilongjiang Province of the People’s
Republic of China (“PRC”), were cracked as
result of severe coldness in the northern
area of the PRC and pipeline aging. Due to
cracking of the heating pipes, the first and
the second floors of the offices had been
soaked, and extensive damages were
caused to the office facilities, computers and
documents in the office of finance, logistics,
administration and engineering departments
of the Group (collectively referred to as the
“Incident”).

21 HREERE -

BIMARBRSMA T ——F=ZA-+
NAZAEME—PHE  AAFE
REZERSEA I EBE Y IERTES
REMAGEEE B I ATEKZ
Y AT T A% A48

BAUBEEEEE -
ZEEERERETES -

BAOAATRBRA-—T——FHA TN
A= ——FNA-+AZRAEMHE
B R-E—-FRAZNAHERN
HEARERAKBYIESZEE %
EBUIFPTEEHEABRERARRA

ZEIUFRTERRE -

BMALATRS AT —=4—AhA
ZREFMEE AEER-_T—=F
—AZB%E EMNBRARKEILR
BMEREFTAR(KEIRBEDEFR
FARAAMBE((RE]) BEIEKRE
MZMER AERREEEREE
IEHERE N EEEELEMBE - &
RERBERR NEE— B2
SREEUE -
%E - TRANIESHMAONAER
M EMRXHEREZHEE(GE

HIR S KB R

(R EH]) -
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
SRR T

For the six months ended 30 June 2015 & £ =F —hF N A=1+HI~1EA

241

Daqing Dairy Holdings Limited

BASIS OF PREPARATION - continued

As disclosed in the Company’s
announcement dated 18 April 2013, on 8
February 2013, Mr. Zhao Yu, then controlling
shareholder of the Company at that material
time, entered into a sale and purchase
agreement pursuant to which Mr. Zhao
agreed to sell and Radiant State Limited (the
“New Controlling Shareholder ”) agreed to
purchase the sale shares, representing
5216% of the entire share capital of the
Company at a consideration of
HK$52,704,000 in cash, representing HK$0.1
per sale share (collectively referred to as the
“Purchase”).

As disclosed in the Company’s
announcement dated 5 July 2013, the New
Controlling Shareholders received valid
acceptances in respect of a total 83,153,622
shares in the Company under the
unconditional mandatory cash offer (the
“Share Acceptance”), representing 8.23% of
the entire issued share capital of the
Company. Following completion of the
Purchase and the Share Acceptance, the
New Controlling Shareholder held 60.39%
equity interest in the Company.

As disclosed in the Company announcement
dated 5 September 2013, Mr. Ng Kwong
Chue Paul was appointed as executive
director of the Company, Ms. Kou Mei In was
appointed as non-executive director of the
Company and Mr. Sze Lin Tang was
appointed as an independent non-executive
director of the Company (the “New
Management”).

21
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

) B B % R 2R MY R

For the six months ended 30 June 2015 # 2 =F —HF N H=1+HIE~1EA

BASIS OF PREPARATION - continued

As disclosed in the Company’s
announcement dated 6 November 2013, the
Company engaged RSM Corporate Advisory
(Hong Kong) Limited (formerly known as
“RSM Nelson Wheeler Corporate Advisory
Limited”) (the “Forensic Accountants”) to
carry out forensic investigation in respect of
the Potential Irregularities (the “Forensic
Investigation”). It was further disclosed in the
Company’s announcements dated 29
January 2014, 4 April 2014, 13 June 2014, 5
September 2014, 28 November 2014 and 30
April 2015 that (1) the Forensic Accountants
were yet to commence their field work as the
Company and the Forensic Accountants have
encountered difficulties in procuring relevant
parties including the previous management
of the Group to cooperate in the field work
of the Forensic Investigation; (2) two PRC law
firms were engaged with the objectives to (i)
effect the change of legal representatives
and board of directors of Da Qing Dairy,
Heilongjiang Chang Qing Dairy Products Co.,
Ltd. (BRI FEILEBREMELAFR) (“Chang
Qing Dairy”) and Wuchang Benniu Muye Co.,
Ltd (AEHEFHEAREMEAA) (“Benniu
Muye”) (collectively referred as to the “PRC
Subsidiaries”) through legal means; and (ii)
obtain information requested by the Forensic
Accountants; and (3) the contemplate change
of respective legal representatives of the
PRC Subsidiaries could not be effected and
due to insufficient financial resources of the
Company, the Forensic Investigation has
been temporarily halted.

In addition, the New Controlling Shareholder
appointed two individuals into the board of
directors of its wholly-owned subsidiary,
Global Milk Products Pte. Ltd, which is
incorporated in the Republic of Singapore
(“Global Milk”). However, the directors of the
Company could not locate the complete
books and records of the Company and
Global Milk and the previous managements
of the Company and Global Milk have
continued ignoring the request for any
information. Subsequently in the
shareholders meeting of Global Milk held on
3 December 2015, the Company resolved to
put Global Milk into winding up, subject to
further advice from legal advisors.

21
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
SRR T

For the six months ended 30 June 2015 & £ =F —hF N A=1+HI~1EA

241

Daqing Dairy Holdings Limited

BASIS OF PREPARATION - continued

Given the circumstances that the directors of
the Company have been unable to locate the
complete books and records of the
Company and Global Milk and to get access
to the books and records of the PRC
Subsidiaries and in the absence of the
Group’s previous management to explain and
validate the true state of the affairs of the
Company at 31 December 2011, 30 June
2012, 31 December 2012, 30 June 2013 and
31 December 2013, it would be extremely
difficult and time consuming to ascertain the
true and correct financial position and profit
or loss of at 31 December 2011, 30 June
2012, 31 December 2012, 30 June 2013 and
31 December 2013 for the Group or to
obtain sufficient documentary information to
satisfy themselves regarding the treatment of
the transactions during the years and various
balances of the Company, Global Milk and
the PRC Subsidiaries as at 31 December
2011, 30 June 2012, 31 December 2012, 30
June 2013 and 31 December 2013. In the
Company’s board of directors (the “Board”)’
opinion, any reconstruction of the correct
accounting records would also be almost
impossible as it will be necessary to verify
the information with external and
independent sources and such sources may
not be available or may be unreliable due to
their connections with the Group’s previous
management or those responsible for the
financial information which the Predecessor
Auditors identified the Potential Irregularities
within and outside of the Group.
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

) B B % R 2R MY R

For the six months ended 30 June 2015 # 2 =F —HF N H=1+HIE~1EA

BASIS OF PREPARATION - continued

As of the date of the interim condensed
financial statements of the Company, the
directors of the Company have used its best
effort, to the extent commercially
practicable, to reconstruct the accounting
records of the Company, Global Milk and the
PRC Subsidiaries for the years ended 31
December 2011, 2012 and 2013, applying
the best estimates and judgement based on
the information of the Group that are
available to the directors of the Company.
However, given substantial portion of the
books and records could not be located or
accessed and the previous management of
the Group did not response to the New
Management’s request, the Board believes
that as at the date of approval of the interim
condensed financial statements, it is
impossible and impractical to ascertain the
transactions and balances of the Company,
Global Milk and the PRC Subsidiaries for
inclusion in the interim condensed financial
statements of the Company. Also, due to
substantial portion of the books and records
of the Group either could not be located or
could not be accessed, the Board believes
that it is almost impossible, and not
practical, to verify the financial information as
reported in the consolidated financial
statements of the Group for previous years.

21
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
SRR T

For the six months ended 30 June 2015 & £ =F —hF N A=1+HI~1EA

241

Daqing Dairy Holdings Limited

BASIS OF PREPARATION - continued

Given these circumstances, the Board has
not consolidated the financial statements of
Global Milk and the PRC Subsidiaries
(collectively referred to as the “De-
consolidated Subsidiaries”) and no
consolidated financial statements of the
Company were prepared since the year
ended 31 December 2011. As such, the
results, assets and liabilities of the De-
consolidated Subsidiaries have not been
included into the financial statements of the
Company since 1 January 2011. The
resulting loss on de-consolidation of
approximately RMB1,583,093,000, which is
determined based on the net asset value of
the De-consolidated Subsidiaries as at 1
January 2011 has been recognised in the
statement of profit or loss and other
comprehensive income during the vyear
ended 31 December 2011 and the resulting
movement of approximately RMB55,946,000
has been recorded in the statutory surplus
reserve in the statement of changes in equity
for the year ended 31 December 2011.
However, the de-consolidation of the De-
consolidated Subsidiaries is not in
compliance with the requirements of

International Financial Reporting Standard
(“IFRS”) 10 “Consolidated Financial
Statements”.

Due to the limited financial information

available and the previous management of
the Group did not response to the New
Management’s request, the directors of the
Company were unable to obtain sufficient
documentary information to satisfy
themselves regarding the genuineness and
completeness of books and records and the
treatment of various balances as included in
the financial statements for the six months
ended 30 June 2015 and have formed the
opinion as follows:
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
SR T

For the six months ended 30 June 2015 # 2 =F —HF N H=1+HIE~1EA

BASIS OF PREPARATION - continued

As the interim condensed financial
statements have been prepared based on the
lack of books and records available to the
Company in the previous periods, the
directors of the Company are unable to
represent that all transactions entered into by
the Company and the Group for the previous
periods have been properly reflected in the
interim condensed financial statements. In
this connection, the directors of the
Company are also unable to represent as to
the completeness, existence and accuracy of
identification and the disclosures of accrued
expenses and other payables in note 11.

As per assessment by the Board, based on
the investigations carried out by the Forensic
Accountants and the information available at
this stage, all identified, required adjustments
have been put through in the financial
statements for the six months ended 30
June 2015. Since the investigations may be
on-going, any further adjustments and
disclosures, if required, would be made in
the interim condensed financial statements of
the Company as and when the outcome of
the above uncertainties is known and the
consequential adjustments and disclosures
are identified, and would have a
consequential effect on the net loss of the
Company for the six months ended 30 June
2015 and net liabilities of the Company as at
30 June 2015.
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
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For the six months ended 30 June 2015 & £ =F —hF N A=1+HI~1EA
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Daqing Dairy Holdings Limited

BASIS OF PREPARATION - continued

During the six months ended 30 June 2015,
the Group incurred loss approximately of
approximately RMB1,568,000. In addition,
following non-consolidation of the De-
consolidated Subsidiaries, the Company
become an investment holding company
without conducting any business. It was
further disclosed in the Company’s
announcements dated 19 May 2015 and 23
November 2015 respectively that the Stock
Exchange has placed the Company in the
first delisting stage on 14 May 2015 and
subsequently placed in the second delisting
stage on 19 November 2015 pursuant to
Practice Note 17 of the Listing Rules. The
directors of the Company have also been
unable to represent that all present and
contingent liabilities of the Company have
been completely identified as
abovementioned. These conditions indicate
the existence of a material uncertainty which
may cast significant effect on the Company’s
ability to continue as a going concern.

As disclosed in the Company’s
announcement dated 23 June 2015, on 4
May 2015, the New Controlling Shareholder
entered into a sale and purchase agreement
with Global Courage Limited (“Global
Courage”) pursuant to which the New
Controlling Shareholder agreed to sell and
Global Courage agreed to purchase the sale
shares, representing of approximately
60.39% of the entire share capital of the
Company at a consideration of
approximately HK$61,019,000, representing
HK$0.1 per sale share.

21
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2.2

NOTES TO THE CONDENSED FINANCIAL STATEMENTS

For the six months ended 30 June 2015 & 2 =%

BASIS OF PREPARATION - continued

Given the circumstance that there exists
potential new shareholder to invest in the
Company, the directors of the Company have
adopted the going concern basis in the
preparation of the financial statements.

Should the Company be unable to achieve a
successful restructuring and to continue to
operate as a going concern, adjustments
would have to be made to the financial
statements to adjust the value of the
Company’s assets to their recoverable
amounts, to provide for any further liabilities
which might arise. The effect of these
adjustments has not been reflected in the
interim condensed financial statements.

APPLICATION OF INTERNATIONAL
FINANCIAL REPORTING
STANDARDS (“IFRSs”)

The interim condensed financial statements
for the six months ended 30 June 2015 have
been prepared in accordance with IAS 34
Interim Financial Reporting and the
disclosure requirements of the Listing Rules.

The interim condensed financial statements
do not include all the information and
disclosures required in the annual financial
statements, and should be read in
conjunction with the Company’s annual
financial statements for the year ended 31
December 2014.

21
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
5 BA B 7% 3R & MY =

For the six months ended 30 June 2015 & £ =F —hF N A=1+HI~1EA

2.2 APPLICATION OF INTERNATIONAL 2.2 FE B PR B RS 4R 25 28 BN (T B BREL
FINANCIAL REPORTING HmEELHD g
STANDARDS (“IFRSs”) - continued

-

The accounting policies adopted in the RRPPEGAMBRRAEMNNEE
preparation of the interim condensed BERERRARABE_ZT—NF+
financial statements are consistent with those ZRA=T—BLEFENEZFHBHRE
used in the preparation of the Company’s FIAEER — 8 MEERATIR=
annual financial statements for the year T-—RAF AR BN REEBTH
ended 31 December 2014, except for the BB 7 s S Al

adoption of the new and revised IFRSs as of
1 January 2015, noted below:

IAS 19 (Amendments)  Defined Benefits Plans: HE e ERE19% RTEAEHE - EERX
Employee Contributions (CCHEN]
IFRSs (Amendments)  Annual Improvements to IFRSs HEESBREEN —F-TFE-T-F
2010-2012 Cycle (CHES] BHzBRMERS
RAFZ Y
IFRSs (Amendments)  Annual Improvements to IFRSs BEMEREEN —T——FFE=F-=
2011-2013 Cycle CHEY FREZERHB®
ERAFERE
3. REVENUE AND SEGMENT 3. W 2= B 53 2B &
INFORMATION
The Company did not conduct business BN AR EE S -

during the period.
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
5 BA B 7% 3R & MY =

For the six months ended 30 June 2015 & 2 = F —#HFNA=1+Hi 1A

LOSS BEFORE TAXATION 4. B Bi gy g5 18
The Company’s loss before tax is arrived at RARIBRBATBIEEMBRTHIRIE -

after charging the amounts as set out below.

Six months ended 30 June
BESA=+BHLE<ER

2015 2014
—E-HE —T-mF
RMB’000 RMB’000

AR®ETRT AREFTT
(Unaudited) (Unaudited)
(REEH) (RI&E%)

Loss before taxation has been KBTI EEED

arrived at after charging: 70 AT /&5 98
Staff costs (including directors’ ETIRAN(BIEES

emoluments): ) -
— Salaries and wages — TE& KR = -
— Retirement benefit scheme — BRARESFTEIER

contributions = _

2015 IR E AREAXERABRQF
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
SRR T

For the six months ended 30 June 2015 & £ =F —hF N A=1+HI~1EA

Daqing Dairy Holdings Limited

INCOME TAX EXPENSES

No provision for Hong Kong Profits Tax has
been made as the Company did not have
any assessable profit arising in Hong Kong
for the period.

The income tax expenses can be reconciled
to the loss before taxation per the
condensed statement of comprehensive
income as follows:

iR HHX

HRARTRAABEREBEEE
A ERB A - B EAF BB NG
W -

P45 75 5 52 B A B 2 T AR 28 R A Y BR
BB RS ERMT

Six months ended 30 June

BERA=t+HILEREAR

2015 2014
—E-HF —T-WF
RMB’000 RMB’000
ARETR ARBFT
(Unaudited) (Audited)
(REEZ) (&%)
Loss before taxation 1 A ES 1B (1,568) (1,540)
Tax at the statutory tax rates REEMEZHE (259) (254)
Effect of unrecognised deductible RFER A EKINEIE &
losses and deductible temporary AIENEREER
differences nEE 259 254
DIVIDENDS &2

No dividend has been paid or proposed by
the Company during the six months ended
30 June 2015 (six months ended 30 June
2014: RMB Nil).

Interim Report 2015

AARRBE_ZT-—RFANA=THL
JNE A I A SR E AR S (B E
—E-EERAZTREREA AR
BT



NOTES TO THE CONDENSED FINANCIAL STATEMENTS

) B B % R 2R MY R

For the six months ended 30 June 2015 & 2 = F —#HFNA=1+Hi 1A

LOSS PER SHARE ATTRIBUTABLE 7.
TO OWNERS OF THE COMPANY

The calculation of the basic loss per share
attributable to owners of the Company is
based on the following data:

FATBBEANEESRERE

ARBEEANEBESREABRIIR
BT ISR E

Six months ended 30 June

BEAA=+HLREAR

2015 2014
—E—1RF —E-HF
RMB’000 RMB’000
AREFTR ARBF T
(Unaudited) (Unaudited)
(REH) (REEZ)
Loss o]
Loss for the period attributable to AR &+ EF A E AR
owners of the Company for the BZARRHEAA
purpose of basic loss per FEIEERARE B
share (1,568) (1,540)
Six months ended 30 June
HBENA=+BLEXER
2015 2014
—T—-1f T
Number of shares BHEE
Weighted average number of ARTEERESR
ordinary shares for the BiEZEBR
purpose of basic loss per DN 8

share

There were no potential dilutive shares in
existence during the six months ended 30
June 2015 and therefore, no diluted loss per
share amounts has been presented.

The calculation of diluted loss per share for
the six months ended 30 June 2014 does
not assume the conversion of the
Company’s outstanding share option since
their conversion would result in a decrease
in the loss per share for the period.

1,010,500,000 1,010,500,000

HMREBE-Z-AFNA=THILRX
BAYEELEHEERD  BRTES
FIMESE TR -

HEBE-T-—MEAASTALRN
AAKSREEEBE  TRER
DA EWRE R - B
B MR B NS R B

Ao

2015 IR E AREAXERABRQF
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
5 BA B 7% 3R & MY =

For the six months ended 30 June 2015 & £ =F —hF N A=1+HI~1EA

8. PROPERTY, PLANT AND 8. YVE BERERE
EQUIPMENT
During the six months ended 30 June 2015, HEZZ-—RFA=1+HILXEA -
the Company disposed of property, plant and AARHERABENABARYE
equipment at an aggregate cost amounting 389,000 (ZF—MFE+=—A=+—
to approximately RMB389,000 (31 December AARBZLIZUE BERE
2014: RMBNIl). & -
9. PREPAYMENTS AND DEPOSITS 9. HERREREfESE
PAID
As at As at
30 June 31 December
2015 2014

R-ZT—REF R-T—mF
~A=+H +=ZA=+—H

RMB’000 RMB’000

ARETR ARBTF T

(Unaudited) (Audited)

(REHE) (BEZ)

Prepayments FE FE 94 307
Deposits paid Bffike = 193
94 500
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10.

NOTES TO THE CONDENSED FINANCIAL STATEMENTS

For the six months ended 30 June 2015 & 2 =% —

BANK BALANCES AND CASH

As at 30 June 2015, the Company’s bank
balances carry market interest rate of 0.08%
per annum (31 December 2014: 0.05% per
annum).

) B B % R 2R MY R

BENA=FHIEANEA

RITERRES

A—E—RENA=1TH " ZMTME
oF *ﬁ%&?ﬁ%iﬂzo 08% (=%
F+=ZA=+—8: E?‘NJIO%%):#

B e
T

The Company’s bank balances and cash as ARRRZZE—RAFNA=Z+HRZ=Z
at 30 June 2015 and 31 December 2014 —NE+ZA=+—HAMNRTEBKR
respectively denominated in following Ben RN TEREGE:
currencies:
As at As at
30 June 31 December
2015 2014
R-®|—AR%F BT —mE
~A=+H +=-A=+—8
RMB’000 RMB’000
ARETR ARBTF T
Currency: HE:
United States Dollars E 37 37
HK$ BT 21 21

The Company’s bank balances and cash
denominated in RMB are not a freely
convertible currency in the international
market. The remittance of RMB out of the
PRC is subject to exchange restrictions
imposed by the Government of the PRC.

2015 HEARRE KE

ARBRITEHRERSRARKERE
HI R B M58 ML RN EE
FEIE SN R BE 5K 7R 3 T R B R
EHERINER S

AEEREBRQA
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
SRR T

For the six months ended 30 June 2015 & £ =F —hF N A=1+HI~1EA

10.

Daqing Dairy Holdings Limited

BANK BALANCES AND CASH
- continued

As disclosed in note 32 of the Group’s
consolidated financial statements for the year
ended 31 December 2010 which were
authorized to issue on 11 March 2011 (the
“2010 Financial Statements”), a bank balances
and cash amounted to approximately
RMB11,5623,000 was recorded on the
statement of financial position of the Company
at 31 December 2010. Except for bank
balances of approximately RMB3,000, the
directors of the Company have been unable to
locate the bank accounts. The Company
engaged the Forensic Accountants to conduct
investigations, including (i) send letters to the
Predecessor Auditors to request them provide
the relevant bank information; and (i) send
letters to banks in Hong Kong (including
licensed banks, restricted licensed banks and
deposit-taking companies) (collectively referred
as to the “Banks”) to make enquiry on whether
the Company maintained any bank accounts in
the Banks. However, as of the date of approval
of the interim condensed financial statements,
the Predecessor Auditors only replied that the
relevant information was not available as it was
located in their PRC office. In addition, no
Banks has indicated the existence of any bank
accounts of the Company up to the date of
these interim condensed financial statements.
Given these circumstances, the directors of the
Company recognised a loss approximately
RMB11,520,000 as other suspense accounts in
the statements of profit or loss and other
comprehensive income for the year ended 31
December 2011.

Interim Report 2015

RITERRES - &
BNAEERA—F——F=A+—H
EREHE-T— ”¢+—ﬂ*+
—RALFENEAEFBHRE (=

TFEMBREK]) W 32T B ﬁﬁ
e IR £ 4 A RB11,523,000 T E /2
ARRBIR-_E—ZTF+=-HA=+—8
Z BT o BRTHARKES0005T
ZIRITEBIN  RAREEREEKE
BITERP - ARREEBEEG A
fEHHAE - @%(%F%w&ﬁ@%
TR IR B IRITE R (i) B
BETFERAZRIT(BERERT A
PR ol b2 R SR 1T I 3 ﬁfﬂﬂix i
[ZERT))  BRAER &#
ﬁﬁﬁ%?&ﬂﬁﬁ%ﬁ %ﬁ w»
FHIR A SR RIERE - ATTX
YMERBEALRIEBAER B
HME BRI BER PR 2 P EE -
o BHEZSPHERAMBREB
B ZERTHAREBEFAARA
BITRPIFE - EERBNZEBR - K
ARIEERBE-_T——F+-A=
+—ALFEZIERREMBEERE
KRR E B4 A R#11,520,0007C
P VB E 5 R BRIB o




10.

1.

NOTES TO THE CONDENSED FINANCIAL STATEMENTS

) B B % R 2R MY R

For the six months ended 30 June 2015 & 2 = F —#HFNA=1+Hi 1A

BANK BALANCES AND CASH
- continued

As disclosed in note 21 to the interim
condensed financial statements, the directors
of the Company have been unable to locate
and to get access to books and records of the
Company, including relevant bank accounts of
the Company for the previous periods. Given
incomplete books and records of the
Company and the Company’s previous
management did not response to the request
for information, it would be impossible and
impracticable to ascertain these bank
transactions which took place in the previous
periods and to obtain sufficient documentary
information to satisfy themselves regarding the
nature, completeness, existence and accuracy
of the bank transactions.

ACCRUED EXPENSES AND OTHER
PAYABLES

10. RITEBRBEE - Z

A 40 o B RS A B A R R B SR AT R
B ARBEERELIREHBELE
HEZARBERMELE  BREAR
AABRITERFE - ARARERM R
EHTTERAAFAEEREL &
EEERZRERNGR  BRER
BESRBETHZZRITRS AR
BEREXEERERSERLEFR
TRGHNEHE =¥ FEREHRE
BT RTER

1. BRI REMEFKIE

As at As at
30 June 31 December
2015 2014

R=—B|—FEF R-F-mF
XAS+E t-A=t+-8

RMB’000 RMB’000

ARETR ARET T

(Unaudited) (Audited)

(REER) (BE=Z)

Accrued expenses st X 3,838 3,325

Amount due to a subsidiary SIS B A B 3R 810 810

Amount due to a related party &1 B & 5 ZE 3,212 3,363
Amount due to Global Courage &1 Global Courage

B 318 —

Other payables H At JE T3R8 14,130 14,127

22,308 21,625

2015 IR E AREAXERABRQF
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
SRR T

For the six months ended 30 June 2015 & £ =F —hF N A=1+HI~1EA

1.

Daqing Dairy Holdings Limited

ACCRUED EXPENSES AND OTHER
PAYABLES - continued

As disclosed in note 21 to the interim
condensed financial statements, the
directors of the Company have been unable
to locate and to get access to the complete
books and records of the Company and the
De-consolidated Subsidiaries. In addition, the
directors of the Company have been unable
to locate books and records of certain bank
transactions took place for the previous
periods. Given the incomplete books and
records and the previous management of the
Group did not response to request for
information, it would be impossible and
impracticable to ascertain these bank
transactions took place for the previous
periods and to obtain sufficient documentary
information to satisfy themselves regarding
the nature, completeness, existence and
accuracy of these bank transactions. Given
these circumstances, the directors of the
Company have recognised (i) liabilities of
approximately HK$13,142,000 (equivalent to
approximately RMB10,5483,000) in respect of
the aggregate amounts of the debit balances
of bank transactions took place in the
previous periods and (i) liabilities of
approximately RMB3,587,000 among which
the directors of the Company have been
unable to locate relevant books and records
in the statements of financial position as
other payables at 30 June 2015.

As further disclosed in note 2.1 to the interim
condensed financial statements, the
directors of the Company have been unable
to locate and to get access to the complete
books and records of the Company and the
De-consolidated Subsidiaries for the previous
periods. Given the incomplete books and
records and the previous management of the
Group did not response to any request for
information, it is impossible and
impracticable for the directors of the
Company to ascertain the amount due to a
subsidiary and other payables for the
previous periods. No representation is
therefore made by the directors of the
Company as to the completeness, existence
and accuracy of the trade and other
payables as of the date of approval of the
interim condensed financial statements.

1.
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12.

NOTES TO THE CONDENSED FINANCIAL STATEMENTS

) B B % R 2R MY R

For the six months ended 30 June 2015 & 2 = F —#HFNA=1+Hi 1A

ACCRUED EXPENSES AND OTHER 11.
PAYABLES - continued

FE £ B2 5% AR =k % H fth R 4 K IR

The amount due to a related party was EREEFREAREERBREXRE
interest-free and repayable on demand. B2 o
SHARE CAPITAL 12. X
Number of
shares  Share capital
(378 4= [}
HK$’000
FTER
Ordinary shares gl
Authorised: VETE ¢
As at 30 June 2014 and 30 June AT 04
2015 (HK$0.00001 each) NA=ZtHK
—T-RF
~NA=+H
(B EE
0.000017 7T) 38,000,000,000 380
Number of
shares Share capital
378 4= [
HK$’000 RMB’000
FHET AREFR
Issued: BT
As at 30 June 2014 RZT—WF
and 30 June 2015 NAZTER
—T-RHF
NAZ=1H 1,010,500,000 10 9

2015 IR E AREAXERABRQF
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
SRR T

For the six months ended 30 June 2015 & £ =F —hF N A=1+HI~1EA

13.

Daqing Dairy Holdings Limited

SHARE-BASED PAYMENTS

As set out in note 16 to the interim
condensed consolidated financial statements
of the Group for the six months ended 30
June 2011 which were authorised for issue
on 18 August 2011 (the “2011 Interim
Report”), the Company’s share option
scheme (the “Scheme”) was adopted
pursuant to a resolution passed on 10
October 2010 for the purpose to reward the
directors and employees who have
contributed to the Group and to encourage
the directors and employees to work towards
enhancing the value of the Company and its
shares for the benefit of the Company and
its shareholders as a whole, and will expire
on 9 October 2020. Under the Scheme, the
board of directors of the Company may
grant options to eligible employees, including
directors of the Company and its
subsidiaries, to subscribe for shares in the
Company.

The maximum number of shares which may
be issued upon exercise of all options to be
granted under the Scheme of the Company
shall not, in the absence of shareholders’
approval, in aggregate exceed 10% in
nominal amount of the aggregate of shares
in issue on the listing date.

The maximum number of shares issued and
to be issued upon exercise of the options
granted to each grantee under the Scheme
in any 12-month period shall not exceed 1%
of the shares in issue for the time being.

13.
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13.

NOTES TO THE CONDENSED FINANCIAL STATEMENTS

) B B % R 2R MY R

For the six months ended 30 June 2015 # 2 =F —HF N H=1+HIE~1EA

SHARE-BASED PAYMENTS -
continued

Where any further grant of options to a
director or employee would result in the
shares issued and to be issued upon
exercise of all options granted and to be
granted to such person (including exercised,
cancelled and outstanding options) in the
12-month period up to and including the date
of such further grant representing in
aggregate over 1% of the shares in issue,
such further grant must be separately
approved by shareholders in general meeting
with such director or employee and his
associates abstaining from voting. The
Company must send a circular to the
shareholders disclosing the identity of the
director or employee in question, the number
and terms of the options to be granted (and
options previously granted to such director
or employee) and other information required
under the Listing Rules.

At any time, the maximum number of shares
which may be issued upon exercise of all
options which then have been granted and
have yet to be exercised under the Scheme
shall not in aggregate exceed 30% of the
shares in issue from time to time.

As disclosed in the Company’s
announcement dated 28 April 2011 and the
Company’s interim report for the six months
ended 30 June 2011 which were authorised
for issue on 18 August 2011 (the “2011
Interim Report”), the Company granted to
eligible directors and employees (“Grantees”)
27,000,000 share options (the “Share
Options”) to subscribe for ordinary shares of
HK$0.00001 each in the Company, at an
exercise price of HK$3.512 per share. The
Share Options would be vested on 28
October 2012 and the exercisable period of
the Share Options is from 28 October 2012
to 27 October 2014. The Share Options
vested on 28 October 2012 and the
exercisable period of the Share Options was
from 28 October 2012 to 27 October 2014.

13.
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
5 BA B 7% 3R & MY =

For the six months ended 30 June 2015 & £ =F —hF N A=1+HI~1EA

13.

Daqing Dairy Holdings Limited

SHARE-BASED PAYMENTS -
continued

The closing price of the Company’s shares
immediately before 28 April 2011, the date of
grant, was HK$3.15 per share.

Pursuant to the monthly returns on equity
issuer on movements in securities submitted
by the Company on 4 February 2013,
12,000,000 share options have been lapsed
during January 2013. Details of the
movement of the Share Options during the
current and the previous years and the
outstanding number of share options balance
as at 30 June 2014 are as follows:

13.

Ui BERER - &

ARRBHREE =T —FmA=
+\ B (R H B ) B4 1 7 B B B AR
35 TT °

BEARBRXAHPA-ZT—=F_
BMBZzBRHETANESZEH AR
* MR- ZE—=%F—A7%A12,000,0001%
BREEXRA - EARBEFELE
BEEZHFEBUR_S—NENA=Z
THZHBTERITEERERENT

Number of

share options

BREYRE

Balance as at 1 January 2013 RZE—=F—A—Bz2&#H 24,000,000

Lapsed of share options B R R (12,000,000)
Balance as at 31 December 2013, HZE—=F+=ZA=+—8"

1 January 2014 and 30 June 2014 —ET-NFE-A—BRK
ZE-WUFEXNA=THZ&H% 12,000,000
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

) B B % R 2R MY R

For the six months ended 30 June 2015 & 2 = F —#HFNA=1+Hi 1A

SHARE-BASED PAYMENTS - 13. KEHBERMGR -
continued
As further disclosed in the Company’s HMARB 2HEAREE—THE -
interim report, the total fair values of the REHAAEA-—EAEXE TS
options determined at the date of grant & 4 A F 18 42 58 /528,701,000 7T (A8
using the Binomial model were £ A R#23,868,0007T) © LA T3 A
HK$28,701,000 (equivalent to NEtEERERFENRR:
RMB23,868,000). The following assumptions
were used to calculate the fair value of share
options:
28 April 2011

—E——FMmA=-+/N\H
Grant date share price BB E HK$3.157%8 7T
Exercise price TEE HK$3.512/8 7T
Expected volatility T8 B 1R 50%
Dividend yield & B % 0%
Risk-free interest rate 12 3B B 1.2%

The Binomial model has been used to
estimate the fair value of the options. The
variables and assumptions used in
computing the fair value of the Share
Options are based on the directors’ best
estimate. Changes in variables and
assumptions may result in changes in the fair
value of the options.

As disclosed in the Company’s monthly
return dated 4 February 2013, 12,000,000
share options have been lapsed and the
Company transferred the balances of the
share option reserve of approximately
RMB10,608,000 to accumulated loss in the
statement of changes in equity.

—ERER A H BRI AT
i SHEMBARFEBRA2 S
REBRDEREF L REMT - BR
W2 ATEALATRAEERERM

o

WA NRIBE AT —=4_"AINAH
2 AsRFE P T - 12,000,00017 B B%
BEORABRERAARCHEREBY
10,608,000 ;T 2 R IEFEE R E
B BEERNZ ReTEIE -
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
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For the six months ended 30 June 2015 & £ =F —hF N A=1+HI~1EA

13.

14.

Daqing Dairy Holdings Limited

SHARE-BASED PAYMENTS -
continued

As disclosed in note 21 to the interim
condensed financial statements, the directors
of the Company have been unable to locate
and to get access to the complete books and
records of the Company and the De-
consolidated Subsidiaries for the previous
years. Given the incomplete books and
records and the previous management of the
Group did not response to any request for
information, it is impossible and impracticable
for the directors of the Company to ascertain
the balances for the previous years. No
representation is therefore made by the
directors of the Company as to the
completeness, existence and accuracy of the
share-based payments transaction for the year
ended 31 December 2013 as of the date of
approval of the interim condensed financial
statements.

RELATED PARTY TRANSACTIONS
(a) Balances with related parties

Save as disclosed in notes elsewhere
to the interim condensed financial
statements, the Company did not
have any significant material related
party transactions during the period.

(b) Key management personnel
emoluments

The remuneration for Kkey
management is disclosed in note 4.

13.

14.
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14.

15.

NOTES TO THE CONDENSED FINANCIAL STATEMENTS
SR T

For the six months ended 30 June 2015 # 2 =F —HF N H=1+HIE~1EA

RELATED PARTY TRANSACTIONS -
continued

As disclosed in note 21 to the interim
condensed financial statements, the directors
of the Company have been unable to locate
and to get access to the complete books and
records of the Company and the De-
consolidated Subsidiaries for the previous
periods. Given the incomplete books and
records and the previous management of the
Group did not response to any request for
information, it is impossible and impracticable
for the directors of the Company to ascertain
the balances for the previous periods. No
representation is therefore made by the
directors of the Company as to the
completeness, existence and accuracy of the
disclosure of related party transactions as of
the date of approval of the interim condensed
financial statements.

COMMITMENTS

As disclosed in note 2.1 to the interim
condensed financial statements, the
directors of the Company have been unable
to locate and to get access to the complete
books and records of the Company and the
De-consolidated Subsidiaries for the previous
periods. Given the incomplete books and
records and the previous management of the
Group did not response to any request for
information, it is impossible and
impracticable for the directors of the
Company to ascertain the balances for the
previous periods. No representation is
therefore made by the directors of the
Company as to the completeness, existence
and accuracy of the disclosure of
commitments as of the date of approval of
the interim condensed financial statements.
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
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For the six months ended 30 June 2015 & £ =F —hF N A=1+HI~1EA

16.

17.

Daqing Dairy Holdings Limited

CONTINGENT LIABILITIES

As disclosed in note 21 to the interim
condensed financial statements, the
directors of the Company have unable to
locate and to get access to the complete
books and records of the Company and the
De-consolidated Subsidiaries for the previous
periods. Given the incomplete books and
records and the previous management of the
Group did not response to any request for
information, it is impossible and
impracticable for the directors of the
Company to ascertain the balances for the
previous periods. No representation is
therefore made by the directors of the
Company as to the completeness, existence
and accuracy of the disclosure of contingent
liabilities as of the date of approval of the
interim condensed financial statements.

EVENTS AFTER THE REPORTING
PERIOD

Year 2015

(a) The 23 November 2015
announcement

On 19 November 2015, the Stock
Exchange issued a letter to the
Company stating that: (i) the first
delisting stage has expired on 13
November 2015 but the Company
has not submitted any resumption
proposal before the deadline; and (ii)
the Stock Exchange decided to place
the Company in the second delisting
stage under Practice Note 17 of the
Listing Rules. The second delisting
stage will expire on 18 May 2016.
The Company should provide a viable
resumption proposal at least 10
business days before the second
delisting stage expires (i.e. 3 May
2016).
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW

At the request of the Company, trading in the
shares of the Company has been suspended since
22 March 2012 due to the resignation of Deloitte
Touche Tohmatsu, the predecessor auditors of the
Company (the “Predecessor Auditors”) and delay in
publication of the annual results of the Company
and its subsidiaries (collectively referred to as the
“Group”) for the years ended 31 December 2011,
2012, 2013 and 2014 and the interim results
thereof.

On 21 March 2012, the Board and audit committee
of the Company received a letter from the
Predecessor Auditors advising their resignation as
auditors of the Company. As set out in the
resignation letter dated 21 March 2012 from the
Predecessor Auditors advising their concerns (the
“Potential Irregularities”) to the financial statements
including: 1) certain milk procurement transactions
brought to the attention of former management and
acknowledged by them to be fraudulent; 2)
unexplained differences between sales receipt notes
sighted during audit work in February 2012 and
documents purporting to be the same sales receipt
notes returned to the Company in March 2012
ostensibly following a Tax Bureau investigation; 3)
the explanation provided by former management —
The Tax Bureau investigation — for removing
accounting records which were then not available to
the Predecessor Auditors continuously during the
audit; 4) the validity and commercial substance of
acquisitions of milk stations, farm houses and
Holstein cattle; and 5) difficulties of which the
Predecessor Auditors encountered during their visits
to the local branch of one of the Group’s banks.

An independent review committee comprised of
those independent non-executive Directors at that
material time and other qualified independent
individuals was established in March 2012 to
conduct a review on the Potential Irregularities.
Subsequently, the independent review committee
was dissolved due to the resignations of those
independent non-executive Directors.
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MANAGEMENT DISCUSSION AND ANALYSIS
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On 2 January 2013, it was discovered that the
heating pipes of the offices of the subsidiary, A &
7L @ R B R & T 2 7] (for identification purpose, Da
Qing Dairy Ltd.) located in Daqing City, Heilongjiang
Province of the People’s Republic of China (the
“PRC”), were cracked as result of severe coldness
(below minus 32T) in the northern area of the PRC
and pipeline aging. Due to cracking of the heating
pipes, the first and second floors of the offices had
been soaked, and extensive damages were done to
the office facilities, computers and documents in the
offices of the finance, logistics, administration and
engineering departments of the Group.

On 8 February 2013, the then controlling
shareholder of the Company, Mr. Zhao Yu, entered
into a sale and purchase agreement pursuant to
which Mr. Zhao agreed to sell and Radiant State
Limited (the “New Controlling Shareholder”) agreed
to purchase the sale shares, representing
approximately 52.16% of the entire share capital of
the Company at a consideration of HK$52,704,000,
representing HK$0.1 per sale share (the “General
Purchase”). As disclosed in the announcement of
the Company dated 5 July 2013, the New
Controlling Shareholder received valid acceptances
in respect of a total 83,153,622 shares in the
Company under the unconditional mandatory cash
offer (the “Share Acceptance”), representing 8.23%
of the entire issued share capital of the Company.
Following completion of the General Purchase and
the Share Acceptance, the New Controlling
Shareholder held 60.39% equity interest in the
Company.

On 5 September 2013, Mr. Ng Kwong Chue Paul
was appointed as executive Director, Ms. Kou Mei In
was appointed as non-executive Director and Mr.
Sze Lin Tang was appointed as an independent
non-executive Director.

On 6 November 2013, the Company has engaged
RSM Corporate Advisory (Hong Kong) Limited
(formerly known as “RSM Nelson Wheeler Corporate
Advisory Limited”) (the “Forensic Accountants”) to
provide forensic accounting services to the
Company. The Forensic Accountants were engaged
to investigate and to evaluate the Potential
Irregularities raised by the Predecessor Auditors and
to identify any person who may be responsible for
the Potential Irregularities, if applicable (the
“Forensic Investigation”).

Daqing Dairy Holdings Limited
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MANAGEMENT DISCUSSION AND ANALYSIS

The current management of the Company has been
making every effort to facilitate the Forensic
Accountants in Forensic Investigation. However, (1)
the Forensic Accountants were yet to commence
their field work as the Company and the Forensic
Accountants have encountered difficulties in
procuring relevant parties including the previous
management of the Group to cooperate in the field
work of the Forensic Investigation; (2) two PRC law
firms were engaged with the objectives to (i) effect
the change of legal representatives and board of
directors of Da Qing Dairy, Heilongjiang Chang Qing
Dairy Products Co., Ltd. (BEETIEEILEEREMT
‘A @]) and Wuchang Benniu Muye Co., Ltd (L % #
SHEARRETAQT) (collectively referred as to the
“PRC Subsidiaries”) through legal means; and (ii)
obtain information requested by the Forensic
Accountants; and (3) the contemplate change of
respective legal representatives of the PRC
Subsidiaries could not be effected and due to
insufficient financial resources of the Company, the
Forensic Investigation has been temporarily halted.

Subsequently, the New Controlling Shareholder
appointed two individuals into the board of directors
of its wholly-owned subsidiary, Global Milk Products
Pte. Ltd, which is incorporated in the Republic of
Singapore (“Global Milk”). However, the Directors
could not locate complete books and records of the
Company and Global Milk and the previous
managements of the Company and Global Milk have
continued ignoring the request for any information.

Given the circumstances that the books and records
of the Company, Global Milk and the PRC
Subsidiaries have been unable to locate and access
and in the absence of the Group’s previous
management to explain and validate the true state of
the affairs of the Company, it would be extremely
difficult and time consuming to ascertain the true
and correct financial position and performance of
the Company. A reconstruction of the correct
accounting records would also be almost
impossible as it will be necessary to verify the
information with external and independent sources
and such sources may not be available or may be
unreliable due to their connections with the Group’s
previous management or those responsible for the
financial information which the Predecessor Auditors
identified the Potential Irregularities within and
outside of the Group.
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MANAGEMENT DISCUSSION AND ANALYSIS
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On 14 May 2015, The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) issued a letter
to the Company informing that the Company was
placed in the first delisting stage pursuant to
Practice Note 17 to the Rules Governing the Listing
of Securities on the Stock Exchange (the “Listing
Rules”).

On 19 November 2015, the Stock Exchange issued
a letter to the Company stating that the Company
was placed in the second delisting stage. The
Company should provide a viable resumption
proposal at least 10 business days before 3 May
2016 (the expiry date of second delisting stage) to:

1) demonstrate sufficient operations of assets
under rule 13.24 of the Listing Rules;

2) conduct forensic investigation on the issues
raised by the Predecessor Auditors, disclose
the findings of the investigation and take any
remedial actions;

3) demonstrate that there is no reasonable
regulatory concern about the character, level
of due care and integrity the Company’s
management which will pose a risk to
investors and damage market confidence;

4) publish all outstanding financial results and
address any audit qualification;

5) demonstrate that the Company has put in
place adequate financial reporting
procedures and internal control systems to
meet obligations under the Listing Rules;
and

6) inform the market of material information for
the shareholders and the investors to
appraise the Group’s operation.

On 4 May 2015, the New Controlling Shareholder
entered into a sale and purchase agreement with
Global Courage Limited (“Global Courage”) pursuant
to which the New Controlling Shareholder agreed to
sell and Global Courage agreed to purchase the
sale shares, representing approximately 60.39% of
the entire share capital of the Company at a
consideration of approximately HK$61,019,000,
representing HK$0.1 per sale share. Upon

Daqing Dairy Holdings Limited
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWEDN

completion of the sales and purchase agreement,
Global Courage is required to make an
unconditional mandatory general offer in cash for all
the issued shares of the Company other than those
already owned by Global Courage and parties
acting in concert with it under the Hong Kong Code
on Takeovers and Mergers (the “Takeovers Code”).
Head & Shoulders Securities Limited will, on behalf
of Global Courage, make the offer, which is
unconditional in all respects in compliance with the
Takeovers Code, at HK$0.10 per offer share, which
is the same as the price per sale share paid by
Global Courage to the New Controlling Shareholder
under the sale and purchase agreement.

It is expected that the potential investor will review
the operations of the Group and explore any other
business opportunities that may arise in the market,
which does not limit to any particular industry, from
time to time that it considers value enhancing to
shareholders of the Company and/or otherwise in
the best interests of the Group. The management of
the Company will prepare a viable resumption
proposal to be submitted to the Stock Exchange for
application of resumption of trading of shares of the
Company on the Stock Exchange.

FINANCIAL REVIEW

Due to the loss of control over the subsidiaries in
Singapore and in the PRC, the financial statements
of those subsidiaries have been de-consolidated
from the consolidated financial information of the
Group. There was no turnover during for the six
months ended 30 June 2015 (six months ended 30
June 2014: Nil). The loss for the six months ended
30 June 2015 was approximately RMB1,568,000 (six
months ended 30 June 2014: approximately
RMB1,540,000). The loss for the period mainly
attributed from rental expense.

INTERIM DIVIDEND

The Directors do not recommend to pay any interim
dividend for the six months ended 30 June 2015
(six months ended 30 June 2014: Nil).
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MANAGEMENT DISCUSSION AND ANALYSIS
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LIQUIDITY, FINANCIAL RESOURCES AND
GEARING RATIO

As at 30 June 2015, the Company had total assets
of approximately RMB152,000 (31 December 2014:
approximately RMB987,000). The assets of the
Company as at 30 June 2015 were prepayments
and bank balances and cash. During the period
under review, the Company has yet to have any
financial restructuring plan.

As at 30 June 2015, the Company’s current
liabilities amounted to approximately
RMB22,308,000 (31 December 2014: approximately
RMB21,625,000).

The net liabilities value per share of the Company
was approximately RMB0.022 as at 30 June 2015
(31 December 2014: approximately RMBO0.020). The
net liabilities value per share was computed based
on 1,010,500,000 ordinary shares in issue as at 30
June 2015 and 31 December 2014 respectively.

The gearing ratio as computed based on total
interest bearing indebtedness over total assets. No
gearing ratio was computed as the Company did
not have interest bearing indebtedness as at 30
June 2015 and 31 December 2014 respectively.

PLEDGE OF ASSETS

As at 30 June 2015, the Company had no charges
on its assets (31 December 2014: Nil).

CAPITAL STRUCTURE

For the six months ended 30 June 2015, there was
no change in the capital structure and issued share
capital of the Company.

INVESTMENT POSITION AND PLANNING
The Company did not enter any new significant
investment and acquisitions and disposals of

subsidiaries during the six months ended 30 June
2015 (six months ended 30 June 2014: Nil).

Daqing Dairy Holdings Limited
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MANAGEMENT DISCUSSION AND ANALYSIS

NON-COMPLIANCE OF APPENDIX 16
“DISCLOSURE OF FINANCIAL
INFORMATION” OF THE LISTING RULES

Given the circumstances that the Directors lose
control of subsidiaries in Singapore and in the PRC
and unable to locate and to get access to the
complete books and records of the de-consolidated
subsidiaries, no sufficient data available to compile
this interim report so as to comply with the
Appendix 16 “Disclosure of Financial Information” of
the Listing Rules. The following information has been
omitted:

1. Connected transactions and continuing
connected transactions with the connected
person as defined in Chapter 14A of the

Listing Rules;

2. Details of related party transactions;

3. Details of the number and remuneration of
employees, remuneration policies, and the

retirement benefits scheme; and

4. Details of commitments and contingent
liabilities.

FOREIGN CURRENCY RISK

The Company’s functional currency is RMB. The
foreign currency risk of the Company is the foreign
currencies deposited in the bank. As at 30 June
2015, the Company had bank balances of
approximately RMB37,000 (31 December 2014:
approximately RMB37,000) and approximately
RMB21,000 (31 December 2014: approximately
RMB21,000) denominated in USD and HKD
respectively.

EVENTS AFTER REPORTING PERIOD

Save as disclosed in note 17 to the financial
statements, there is no other significant events
occurred after the reporting date and up to the date
of this interim report.

PROSPECTS

The Board is in the process of identifying suitable
target for business cooperation and/or acquisition
and preparing for the resumption proposal.
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CORPORATE GOVERNANCE AND OTHER INFORMATION

TEERRAEMER

DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND
DEBENTURES

As at 30 June 2015, none of the Directors and chief
executives of the Company nor their respective
associates had any interests or 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 Securities and
Futures Ordinance (the “SFQ”)), which were required
to be notified to the Company and the Stock
Exchange pursuant to Division 7 and 8 of Part XV of
the SFO (including interests and short positions
which they were taken or deemed to have under
such provisions of the SFO); or were required,
pursuant to Section 352 of the SFO, to be recorded
in the register referred to therein, or as otherwise
required to be notified to the Company and the
Stock Exchange pursuant to the Model Code for
Securities Transactions by Directors of Listed
Issuers.

DIRECTORS’ RIGHT TO ACQUIRE
SHARES OR DEBENTURES

Save as disclosed above, at no time during the six
months ended 30 June 2015 was the Company, or
any of its holding companies, its subsidiaries or its
fellow subsidiaries a party to any arrangement to
enable the Directors and chief executives of the
Company (including their spouses and children
under 18 years of age) to hold any interest or short
positions in the shares, or underlying shares, or
debentures, of the Company or its associated
corporations (with the meaning of Part XV of the
SFO).

Daqing Dairy Holdings Limited
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CORPORATE GOVERNANCE AND OTHER INFORMATION
TEEARHEMEN

SUBSTANTIAL SHAREHOLDERS’
INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND
DEBENTURES

As at 30 June 2015, the following persons or
corporations (other than Directors or chief executives
of the Company) were interested in 5% or more of
the issued share capital of the Company which were
recorded in the register of interests required to be
kept by the Company pursuant to Section 336 of the
SFO, or to be disclosed under the provisions of
Divisions 2 and 3 of Part XV of the SFO and the
Rules Governing the Listing of Securities on the
Stock Exchange (the “Listing Rules”):

TERERKRG - HEARGHESB

HERi%E

RZF-—RFRNA=1H UATAL(EER
ARBEBTHRABBRINIZARBRIEE S
R EGRPIFEI6HAFEN R B LA
R RN REE SR E GO EXVEBE2RS
7 BB RO S B 22 P RE S5 BT AR B (BT AR
BINERBOARBTEHITRATHBE%R

PURTEY

Percentage

Number of the issued

of issued share
ordinary capital of

Name of Shareholder Capacity shares held the Company

EARAT
e EETRAE

ESKa 5 TERHE Bk

Global Courage Limited Beneficial owner 610,193,622 (L) 60.39%

Global Courage Limited BEnHEBA

Head and Shoulders Direct Through a controlled corporation

Investment Limited (Note 1) 610,193,622 (L) 60.39%

Head and Shoulders Direct AR ESEE

Investment Limited (Fff 5 1)
Mr. Choi Chiu Fai, Stanley Through a controlled corporation
(Note 2) 610,193,622 (L) 60.39%

2B S A& (M E2) AR SR E

Extensive Success Limited Interest of controlled corporation 57,000,000 (L) 5.64%

Extensive Success Limited ZESEEE R

(L): Long position L: e

Note: B 5% :

1. Global Courage Limited is wholly and beneficially 1. Global Courage Limited f Head and
owned by Head and Shoulders Direct Investment Shoulders Direct Investment Limited & & &
Limited. mEE -

2. Head and Shoulders Direct Investment Limited is 2, Head and Shoulders Direct Investment
wholly and beneficially owned by Mr. Choi Chiu Fai, Limited HEZ B E L 2 EERNEE
Stanley.

3. The percentage is calculated on the basis of 3. BB AR -_ZE—RFNA=+B2

1,010,500,000 shares of the Company in issue as at
30 June 2015.

1,010,500,000R A A B 2 81T 15 & E X5

“ o

3
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CORPORATE GOVERNANCE AND OTHER INFORMATION

TEREBRAEMEHN

Save as disclosed above, as at 30 June 2015, the
Company had not been notified by any person or
company, other than Directors or chief executives of
the Company whose interest are set out in the
section headed “DIRECTORS’ AND CHIEF
EXECUTIVE'S INTERESTS OR SHORT POSITIONS
IN SHARES, UNDERLYING SHARES AND
DEBENTURES” in this report, who had interests or
short positions in the shares, underlying shares and
debentures of the Company which would fall to be
disclosed to the Company under the provisions of
Divisions 2 and 3 of Part XV of the SFO or which
were recorded in the register to be kept by the
Company under section 336 of the SFO.

BEXFBBEEIN  RZFE—RFRA=ZT
B SMEEEMALHRAR(EERARFIR
TBRABRAREEERETETRABRK
- HERDREEENERIOARIMHZ
REBRMNEHNEARTNERNREZESFRPE
GOIEXVEE2R £330 M2 X AR ARE
BEE - RNIRIEE R B IG5 336 1K E 5
BN ZMGEALE MO ARR RN - AR
MREEREFEAREEIRR -
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CORPORATE GOVERNANCE AND OTHER INFORMATION

DISCLOSURE OF CHANGE IN
INFORMATION OF DIRECTORS

Pursuant to rule 13.51B(1) of the Listing Rules, the
change of information on Directors as follows:

Name of Directors

ExaE

TEERRAEMER

FHEEEHEHZHE
BRI EHHEAFE1B51IBINE  EFEHNE
EB NN

Details of changes

BEEE

Mr. Wang Delin (Executive Director)

TRMEE#HTEF)

Mr. Ng Kwong Chue Paul
(Executive Director)

RRAEBREBTEE)

Ms. Kou Mei In (Non-Executive Director)

BEKRL L (FHTEE)

Mr. Sze Lin Tang
(Independent Non-Executive Director)

MR EE (B LHHTEE)

Mr. Qiu Xiaohua
(Independent Non-Executive Director)

BT E L (BT HHTEF)

Further information on the disclosure of change in
information of directors is set out

in the

He has been appointed as the executive Director and
the chief executive officer of the Company with effect
from 18 August 2011.

WEZERNTES  YERZERARRITRAER -
B-Z——F N \A+N\BREY-

He has been appointed as the executive Director with
effect from 5 September 2013.

REZERANTER AT =FAARBRER -

She has been appointed as the chairlady of the board
and the non-executive Director with effect from 5
September 2013.

BREZEREFEIRRFNTET BT —=F
NAERBEER -

He has been appointed as the independent non-
executive Director with effect from 5 September 2013.
BEZERBUIFNTESE BT —=FhLAABE
AR e

He has been appointed as the independent non-
executive Director with effect from 24 January 2014.
REZERBUIANTESE BT —HNE—A=-1+H
BREAER -

EHESANBYIRBENE - SHBEAR
“E-MEFRZERERE -

Biographical Details of Directors contained in the

2014 annual report.

Save as disclosed above, there is no other
information required to be disclosed pursuant to

Rule 13.51B(1) of the Listing Rules.

B ENXFTEBEEIN  BMELMEARE EHR
AIZE13.51IBIME F A BEM E &} -
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CORPORATE GOVERNANCE AND OTHER INFORMATION

TEREBRAEMEHN

PURCHASE, SALE OR REDEMPTION OF
LISTED SECURITIES OF THE COMPANY

Neither the Company, nor any of its subsidiaries
purchased, redeemed or sold any of the Company’s
listed securities during the financial period.

SHARE OPTION SCHEME

The Company adopted a share option scheme (the
“Share Option Scheme”) which was approved by the
written resolutions of all the shareholders of the
Company (the “Shareholders”) and adopted by the
resolutions of the Board passed on 10 October
2010 (the “Adoption Date”). The Share Option
Scheme is for a period of 10 years commencing
from the Adoption Date, after which period no
further options shall be granted.

During the six months ended 30 June 2015, there
were no options outstanding, granted, exercised,
cancelled or lapsed under the Share Option
Scheme.

CORPORATE GOVERNANCE PRACTICES

The Directors recognise the importance of
incorporating the elements of good corporate
governance in the management structures and
internal control procedures of the Group so as to
achieve effective accountability to the shareholders
as a whole. The Board strived to uphold good
corporate governance and adopt sound corporate
governance practices. The principles and the code
provisions of the Code on Corporate Governance
Practices (the “CG Code”) contained in Appendix 14
of the Listing Rules have been adopted by the
Company.

In accordance with the requirements of the Listing
Rules, the Company has established an audit
committee (the “Audit Committee”) with defined term
of reference. The Company has also established a
nomination committee (the “Nomination Committee”)
and a remuneration committee (the “Remuneration
Committee”) with defined terms of reference. The
terms of reference of these Board committees are
available on the Stock Exchange’s website and the
Company’s website.

Daqing Dairy Holdings Limited
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CORPORATE GOVERNANCE AND OTHER INFORMATION
EXEBRAEAMESR

During the period under review, the Company has
complied with the CG Code except for the deviation
from the code provisions which are explained
below.

Code Provision A.1.8

No insurance cover has been arranged because of
the suspension in trading of the Company’s shares.
Directors’ insurance will be arranged for each
Director once such can be arranged or immediately
upon the resumption of trading of the Company’s
shares.

Code Provision A.2.8

Appropriate steps should be taken to provide
effective communication with shareholders and that
their views are communicated to the board as a
whole. However, no shareholders’ communication
policy has been established in the Company. The
Company will improve in this aspect in the near
future.

Code Provision A.4.2

Every director, including those appointed for a
specific term, should be subject to retirement by
rotation at least once every three years. Mr. Wang
Delin was appointed as the executive Director on 18
August 2011. As the Company has yet held any
annual general meeting after 16 June 2011, Mr.
Wang Delin has not retired by rotation at least once
every three years. Mr. Wang Delin tendered his
resignation from his office as an executive Director
as per the announcements of the Company dated 3
July 2015 and 14 July 2015.

Code Provision A.5.6

The nomination committee (or the board) should
have a policy concerning diversity of board
members, and should disclose the policy or a
summary of the policy in the corporate governance
report. However, no board diversity policy has been
established in the Company. The Company will
improve in this aspect in the near future.
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CORPORATE GOVERNANCE AND OTHER INFORMATION

TEREBRAEMEHN

Code Provision C.1.2

Management should provide all members of the
board with monthly updates giving a balanced and
understandable assessment of the issuer’s
performance, position and prospects. The Company
has not yet provided monthly updates on the
financial information of the Group’s performance
position and prospects due to the loss of control
over the subsidiaries in Singapore and in the PRC,
and thus the financial statements of those
subsidiaries have been de-consolidated from the
consolidated financial statements of the Group.

Code Provision C.2.1

The Company has not conducted a review of the
effectiveness of the Company’s and its subsidiaries’
internal control systems due to the loss of control
over the subsidiaries in Singapore and in the PRC,
and thus the financial statements of those
subsidiaries have been de-consolidated from the
consolidated financial statements of the Group.

Code Provision E.1.4

The board should establish a shareholders’
communication policy and review it on a regular
basis to ensure its effectiveness. However, no such
policy has been established in the Company. The
Company will improve in this aspect in the near
future.

The existing Board is of the view that apart from
achieving the resumption of the Company, one of its
main priorities in 2016 is to improve the corporate
governance of the Group.

MODEL CODE FOR DIRECTORS’
SECURITIES TRANSACTIONS

The Company has adopted the Model Code as set
out in Appendix 10 of the Listing Rules as the
required standard for securities transactions by
Directors. The Company has made specific
enquiries of all Directors and all Directors, except
Mr. Wang Delin, confirmed that they have complied
with the required standards set out in the Model
Code and its code of conduct regarding directors’
securities transactions during the six months ended
30 June 2015.

Daqing Dairy Holdings Limited
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CORPORATE GOVERNANCE AND OTHER INFORMATION
TEEARHEMEN

NON-COMPLIANCE WITH FINANCIAL
REPORTING PROVISIONS OF THE
LISTING RULES

On 21 March 2012, Deloitte Touche Tohmatsu
(“Deloitte”) resigned as the auditor of the Company.
The Company was in the process of identifying a
suitable replacement to fill the vacancy following the
resignation of Deloitte.

On 26 June 2013, HLB Hodgson Impey Cheng
Limited (“HLB”) was appointed as the auditor of the
Company to fill the casual vacancy following the
resignation of Deloitte. However, due to incomplete
record, the appointment of HLB was formally
engaged by the Board on 3 July 2015.

Thus, the Company could not timely comply with the
financial reporting provisions under the Listing Rules
in announcing and publishing its annual results and
annual reports for the years ended 31 December
2011, 2012, 2013 and 2014 and its interim results
and interim reports for the six months ended 30
June 2012, 2013, 2014 and 2015.

COMPANY SECRETARY

Ms. Ho Wing Yan resigned on 1 June 2015 and Ms.
Wong Po Ling Pauline was appointed as the
company secretary of the Company on 1 June
2015.

AUDIT COMMITTEE

The Audit Committee was established on 10
October 2010 with written terms of reference in
compliance with Rule 3.21 of the Listing Rules and
paragraph C3 of the CG Code as set out in
Appendix 14 of the Listing Rules. The primary
duties of the Audit Committee are to provide the
Board with an independent review of the
effectiveness of the financial reporting process,
internal control and risk management system of the
Group, to oversee the audit process and to perform
other duties and responsibilities as assigned by the
Board. The existing Audit Committee comprises two
independent non-executive Directors, namely, Mr.
Sze Lin Tang (being the chairman of the Audit
Committee), and Mr. Qiu Xiaohua.
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CORPORATE GOVERNANCE AND OTHER INFORMATION
EREBRAEMER

REVIEW OF ACCOUNTS EMRE
The existing Audit Committee has reviewed the BAEEZEZESEEHARRHBE=Z—1

Company’s financial statements for the six months FRAZTHEANEAANTBIRE -
ended 30 June 2015.
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