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Statement by the Board of Directors and the Executive Board

Today, the Board of  Directors and the Execut ive Board have discussed and approved the annual report

of  Mille Food A/ S for the f inancial year 1 January - 31 December 2021.

The annual report  is prepared in accordance with the Danish Financial Statements Act .

In our opinion, the f inancial statements give a t rue and fair view of the f inancial posit ion of the

Company at  31 December 2021 and of  the results of the Company's operat ions for the f inancial year

1 January - 31 December 2021.

Further, in our opinion, the Management 's review gives a fair review of the development in the

Company's operat ions and f inancial matters and the results of the Company's operat ions and f inancial

posit ion.

We recommend that the annual report  be approved at  the annual general meet ing.

Hundested, 14 July 2022

Execut ive Board:

Søren Bakmann Madsen

CEO

Board of  Directors:

Wei Qing Wang

Chair

Wentao Zhang Qiang Liu
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Independent auditor's report

To the shareholders of Mille Food A/ S

Opinion

We have audited the f inancial statements of Mille Food A/ S for the f inancial year 1 January - 31

December 2021,  which comprise income statement, balance sheet, statement of  changes in equity

and notes, including account ing policies. The f inancial statements are prepared in accordance with the

Danish Financial Statements Act .

In our opinion, the f inancial statements give a t rue and fair view of the f inancial posit ion of the

Company at  31 December 2021 and of  the results of the Company's operat ions for the f inancial year

1 January - 31 December 2021 in accordance with the Danish Financial Statements Act .

Basis for opinion

We conducted our audit  in accordance with Internat ional Standards on Audit ing (ISAs) and the

addit ional requirements applicable in Denmark. Our responsibilit ies under those standards and

requirements are further described in the "Auditor's responsibilit ies for the audit  of the f inancial

statements"  sect ion of our report. We believe that  the audit  evidence we have obtained is suf f icient

and appropriate to provide a basis for our opinion.

Independence

We are independent of  the Company in accordance with the Internat ional Ethics Standards Board for

Accountants' Internat ional Code of Ethics for Professional Accountants (IESBA Code) and the

addit ional ethical requirements applicable in Denmark, and we have fulf illed our other ethical

responsibilit ies in accordance with these requirements and the IESBA Code.

Emphasis of matter in the financial statements

We draw at tent ion to note 2 to the f inancial statements in which Management describes, that  the

company's cont inuing operat ions is depending on f inancing f rom the parent company.

We have not  modif ied our opinion in respect  of this matter.

Management's responsibilities for the financial statements

Management is responsible for the preparation of f inancial statements that give a t rue and fair view in

accordance with the Danish Financial Statements Act  and for such internal control as Management

determines is necessary to enable the preparation of f inancial statements that are free f rom material

misstatement, whether due to fraud or error.

In preparing the f inancial statements, Management is responsible for assessing the Company's ability

to cont inue as a going concern, disclosing, as applicable, matters related to going concern and using

the going concern basis of account ing in preparing the f inancial statements unless Management either

intends to liquidate the Company or to cease operat ions, or has no realist ic alternat ive but  to do so.

Auditor's responsibilities for the audit of the financial statements

Our object ives are to obtain reasonable assurance as to whether the f inancial statements as a whole

are free f rom material misstatement, whether due to fraud or error and to issue an auditor's report

that  includes our opinion. Reasonable assurance is a high level of assurance, but  is not  a guarantee

that  an audit  conducted in accordance with ISAs and the addit ional requirements applicable in

Denmark will always detect  a material misstatement when it  exists. Misstatements can arise f rom

fraud or error and are considered material if , individually or in the aggregate, they could reasonably be

expected to inf luence the economic decisions of users taken on the basis of the f inancial statements.
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Independent auditor's report

As part of an audit  conducted in accordance with ISAs and the addit ional requirements applicable in

Denmark, we exercise professional judgement and maintain professional scept icism throughout the

audit . We also:

 Ident ify and assess the risks of  material misstatement of  the f inancial statements, whether due to

fraud or error, design and perform audit  procedures responsive to those risks and obtain audit

evidence that  is suff icient  and appropriate to provide a basis for our opinion. The risk of not

detect ing a material misstatement result ing f rom fraud is higher than for one result ing f rom error

as fraud may involve collusion, forgery, intent ional omissions, misrepresentat ions or the override

of internal control.

 Obtain an understanding of internal control relevant to the audit  in order to design audit

procedures that are appropriate in the circumstances, but  not  for the purpose of expressing an

opinion on the ef fect iveness of the Company's internal control.

 Evaluate the appropriateness of   account ing policies used and the reasonableness of  account ing

est imates and related disclosures made by Management.

 Conclude on the appropriateness of  Management 's use of the going concern basis of account ing

in preparing the f inancial statements and, based on the audit  evidence obtained, whether a

material uncertainty exists related to events or condit ions that  may cast  signif icant  doubt on the

Company's ability to cont inue as a going concern. If we conclude that a material uncertainty

exists, we are required to draw at tent ion in our auditor's report  to the related disclosures in the

financial statements or, if  such disclosures are inadequate, to modify our opinion. Our

conclusions are based on the audit  evidence obtained up to the date of our auditor's report.

However, future events or condit ions may cause the Company to cease to cont inue as a going

concern.

 Evaluate the overall presentat ion, structure and contents of  the f inancial statements, including

the note disclosures, and whether the f inancial statements represent the underlying t ransact ions

and events in a manner that  gives a t rue and fair view.

We communicate with those charged with governance regarding, among other matters, the planned

scope and t iming of the audit  and signif icant  audit  f indings, including any signif icant  def iciencies in

internal control that  we ident ify during our audit .

Statement on the Management's review

Management is responsible for the Management 's review.

Our opinion on the f inancial statements does not  cover the Management 's review, and we do not

express any form of assurance conclusion thereon.

In connect ion with our audit  of the f inancial statements, our responsibility is to read the

Management 's review and, in doing so, consider whether the Management 's review is materially

inconsistent  with the f inancial statements or our knowledge obtained during the audit , or otherwise

appears to be materially misstated.

Moreover, it  is our responsibility to consider whether the Management 's review provides the

information required under the Danish Financial Statements Act .

Based on the work we have performed, we conclude that the Management 's review is in accordance

with the f inancial statements and has been prepared in accordance with the requirements of the

Danish Financial Statement Act . We did not  ident ify any material misstatement of the Management 's

review.

Copenhagen, 14 July 2022

EY Godkendt Revisionspartnerselskab
CVR no. 30 70 02 28

Kim Thomsen

State Authorised Public Accountant

mne26736
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Management's review

Company details

Name Mille Food A/ S

Address, Postal code, City Unovej 1, 3390 Hundested

CVR no. 37 98 89 87

Registered of f ice Halsnæs

Financial year 1 January - 31 December

Board of  Directors Wei Qing Wang, Chair

Wentao Zhang

Qiang Liu

Execut ive Board Søren Bakmann Madsen, CEO

Auditors EY Godkendt Revisionspartnerselskab

Dirch Passers Allé 36, P.O. Box 250, 2000 Frederiksberg,

Denmark
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Management's review

Financial highlights

DKKm 2021 2020 2019 2018 2017

Key figures

Gross profit 20 63 24 32 -5

Prof it before interest  and tax (EBIT) -34 25 -11 0 0

Operat ing prof it/ loss -34 25 -11 33 -8

Net f inancials -4 -7 -6 -5 0

Profit/ loss for the year -39 14 -13 -1 -7

Total assets 117 158 180 132 82

Investments in property, plant  and

equipment 7 1 32 4 67

Equity 34 73 19 32 33

Financial ratios

Return on equity %-72.9 %30.4 %-51.0 %-3.1 %-21.2

Average number of full-time

employees 43 48 53 40 14

The f inancial rat ios stated under "Financial highlights"  have been calculated as follows:

Ordinary operat ing

prof it / loss
Prof it / loss before f inancial items adjusted for other operat ing

income and other operating expenses

Return on equity
Prof it / loss after tax x 100

Average equity
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Management's review

Business review

The company's act ivit ies comprise manufacturing of  infant  formula and milk powders.

Recognition and measurement uncertainties

During the f inancial year, the Company carried out  impairment tests for f ixed assets. The impairment

test  gave rise to a write-down of the carrying amounts of  f ixed assets of DKK 21,926 thousand. Due to

the market  situation in the f inancial markets, several signif icant  assumpt ions for the impairment test

are associated with great  uncertainty, including management 's expectat ions for the company's budget

for the coming years, growth rate in the terminal period and discount factor. If  the assumptions used

develop negat ively, there may be a need to make write-downs in the coming f inancial year.

The most signif icant  assumpt ions in the impairment test  is an increase in revenue for 2023 of  more

than 100% compared to the 2021-level and a WACC of 13.5%. The expected revenue in 2023 is in line

with the realised revenue in 2019 but  with an expected higher gross margin. A signif icant  part of the

revenue in 2023 has been secured after the conclusion of a sales agreement with a new customer.

For 2024 the revenue is expected to increase by 20% compared to 2023.

Despite the above conclusion of sales contract , it  is st ill uncertain whether the company can fully

meet the revenue forecast  which among other things is dependent on the development of the Covid-

19 situat ion in China.

Financial review

The income statement for 2021 shows a loss of  DKK 38,547 thousand against  a prof it  of DKK 14,058

thousand last  year, and the balance sheet at 31 December 2021 shows equity of  DKK 34,147

thousand.

The f inancial year has been inf luenced by a signif icant  drop in sales of signif icant  product  groups on

the primary market  in China. The level of revenue deviates f rom management expectat ions, due to

COVID -19 situation in China in 2021 and thereof  the dif f icult ies in the Chinese market  in terms of

distribut ion of goods in the market .

The signif icant  EBITDA loss in 2021 has t riggered a write-down of f ixed assets. Write-down of the

company's deferred tax assets and f ixed assets amounts to DKK 1,948 thousand and DKK 21,926

thousand respect ively.

The development must be compared with the fact  that  the company in the annual report  for 2020

expected a result  in the lower million range for 2021.

Management considers the result  for the year to be unsatisfactory.

The Danish Veterinary and Food Administrat ion reported Mille Food A/ S to the police and postulated

that  Mille Food A/ S has had prof its of approximately DKK 32,000 thousand on the basis of allegedly

used illegal ingredients in their product ion. The Company has a potent ial counter claim of  DKK 20,000

thousand in relation to seized and destroyed goods. It  is management 's assessment that the claim will

be waived and consequent ly no provision has been made in this respect .

Financial risks and use of financial instruments

The Company's manufacturing of  infant  formula is exported towards the Chinese market . The Chinese

market of infant  formula is not  only the largest  in the World, but  in deed the market  with the f iercest

compet it ion and largest  polit ical attent ion.

Any changes in the Chinese market  consumer behavior e.g. following covid-19 could inf luence future

forecasts. In addit ion, new Chinese polit ical measurements and standards directed towards infant

formula product ion abroad are cont inuously being implemented and dictates the overall legislative

framework for any factory producing infant  formula to the Chinese market .

Further, any changes in global t rade relations towards China, and especially bilaterally between

Denmark and China, could have a material impact on the Company's operat ion and f inancial posit ion.

As the Company operates within a market  with high quality demands, specialized legislation and

polit ical at tent ion, the management has a specif ic focus on these circumstances in order to mit igate

any risk.
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Management's review

Financial situat ion

In 2021, the company has realized a loss of DKK 38,547 thousand and expects a loss in 2022 in the

range of DKK 22,000 thousand and an addit ional funding requirement in 2022. As the company has

entered contract  for 80 % of  the Sales and purchase in 2022 there is a 20% uncertainty about the

fulf illment of  the 2022 budget.

As of  December 31, 2021, the Company is f inanced by intercompany loans of DKK 21,000 thousand

and external credit  facilit ies of DKK 34,000 thousand comprising long-term loan of  DKK 21,000

thousand and short-term loan of DKK 13,000 thousand.

The company's capital requirements for 2022 have been est imated on the assumpt ions that  loans are

repaid in accordance with the original agreements and that  credit  facilit ies and intercompany f inancing

are maintained.

The parent company Mille Dairy (SHANGHAI) Co., Ltd. has conf irmed that  they will provide suff icient

f inancial support to maintain Mille Food A/ S’ f inancial and business status. The parent company has

conf irmed that  they will not  demand repayment on the intercompany loan unless the company’s

financial status allows. The declarat ion is valid unt il 30th of June 2023.

Taking realized loss in 2021 and projected loss in 2022 and uncertainty associated with future

revenue growth into account, cont inued f inancing from the parent company is crit ical to the

company's cont inued operat ions.

On this basis, the f inancial statements are presented on the assumpt ion of going concern.

Events after the balance sheet date

No events have occurred after the balance sheet date to this date, which would influence the

evaluat ion of this annual report .

The company has received addit ional funding of  DKK 6,250 thousand in 2022.

Outlook

Management expects a loss before tax to be approximately DKK 22,000 thousand. The expected loss

is due to the further worsened COVID-19 situat ion in China. The expected loss is condit ioned that  the

exchange rates for the currencies to which the company is exposed will remain unchanged.

In the f irst  Half  of 2022 in Shanghai, the hard lock down effected our revenue via a lack of  possibilit ies

within distribut ion of our brands in the infant  formula market . The Company´ s revenue for 2022 will

therefore be negat ively affected at  the same level as the 2021-numbers.

The ult imate holding company has at  a board meet ing agreed to provide addit ional funding  of  DKK

12,000 thousand in 2022 and the f irst  installment of  DKK 6,250 thousand has been contributed in

the spring of 2022 as a loan in the f irst  instance, but  with the intent  of converting loan to share

capital before 31 December 2022. Cash generated f rom the operat ions in 2022 will be negat ive

affected by the loss but  it  will be compensated by funding f rom the parent company.

The Company is current ly under re-applicat ion for the receipt  approval f rom the Chinese Authorit ies.

It ´ s expected that  the company would get  the approval before the end of 2022. For revenue in 2023,

the Company has at  this point  secured a major part  of  the est imated budget forecast .
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Financial statements 1 January - 31 December

Income statement

Note DKK'000 2021 2020

Gross profit 19,510 62,881

6 Staff costs -23,514 -29,935

Amort isation/ depreciation and impairment of  intangible

assets and property, plant  and equipment -29,893 -7,769

Profit/ loss before net financials -33,897 25,177

7 Financial income 825 321

Write-down on investments -73 -445

8 Financial expenses -4,475 -7,030

Profit/ loss before tax -37,620 18,023

9 Tax for the year -927 -3,965

Profit/ loss for the year -38,547 14,058
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Financial statements 1 January - 31 December

Balance sheet

Note DKK'000 2021 2020

ASSETS

Fixed assets

10 Intangible assets

Development projects in progress and prepayments for

intangible assets 0 1,377

0 1,377

11 Property, plant and equipment

Land and buildings 31,207 39,863

Plant  and machinery 33,366 45,622

64,573 85,485

12 Investments

Investments in group enterprises 1,482 1,555

1,482 1,555

Total fixed assets
66,055 88,417

Non-fixed assets

Inventories

Raw materials and consumables 28,339 11,026

Finished goods and goods for resale 8,065 11,415

36,404 22,441

Receivables

Trade receivables 0 1,556

Receivables f rom group enterprises 8,328 29,882

15 Deferred tax assets 0 1,948

Joint  taxat ion contribut ion receivable 1,021 0

Other receivables 1,767 1,519

13 Prepayments 912 47

12,028 34,952

Cash 2,152 12,160

Total non-fixed assets 50,584 69,553

TOTAL ASSETS 116,639 157,970
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Financial statements 1 January - 31 December

Balance sheet

Note DKK'000 2021 2020

EQUITY AND LIABILITIES

Equity

14 Share capital 80,000 80,000

Reserve for development costs 0 1,074

Retained earnings -45,853 -8,380

Total equity 34,147 72,694

Liabilities other than provisions

16 Non-current liabilities other than provisions

Bank debt 11,514 21,233

11,514 21,233

Current liabilities other than provisions

16 Short-term part of long-term liabilit ies other than provisions 9,800 9,557

Bank debt 13,284 12,638

Trade payables 19,201 26,322

Payables to group enterprises 20,567 8,510

Other payables 8,126 7,016

70,978 64,043

Total liabilities other than provisions 82,492 85,276

TOTAL EQUITY AND LIABILITIES 116,639 157,970

1 Accounting policies

2 Financial situat ion

3 Recognit ion and measurement uncertaint ies

4 Events after the balance sheet date

5 Special items

17 Contractual obligat ions and cont ingencies, etc.

18 Collateral

19 Related part ies

20 Appropriat ion of prof it / loss
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Financial statements 1 January - 31 December

Statement of changes in equity

Note DKK'000 Share capital

Reserve for

development

costs

Retained

earnings Total

Equity at 1 January 2021 80,000 1,074 -8,380 72,694
20 Transfer, see "Appropriat ion of  profit / loss" 0 -1,074 -37,473 -38,547

Equity at 31 December 2021 80,000 0 -45,853 34,147
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Financial statements 1 January - 31 December

Notes to the financial statements

1 Accounting policies

The annual report  of  Mille Food A/ S for 2021 has been prepared in accordance with the provisions in

the Danish Financial Statements Act  applying to medium-sized reporting class C ent it ies.

In accordance with sect ion 112(1) of the Danish Financial Statements Act , the Company has not

prepared consolidated f inancial statements.

The account ing policies used in the preparation of the f inancial statements are consistent  with those

of  last  year.

Omission of a cash flow statement

With reference to sect ion 86(4) of  the Danish Financial Statements Act , no cash f low statement is

prepared for the parent company, as its cash f lows are reflected in the consolidated cash f low

statement.

Basis of recognition and measurement

Income is recognised in the income statement as earned, including value adjustments of f inancial

assets and liabilit ies. All expenses, including depreciat ion, amort isation, impairment losses and write-

downs, are also recognised in the income statement.

Assets are recognised in the balance sheet when it  is probable that  future economic benef its will f low

to the company, and the value of  such assets can be measured reliably. Liabilit ies are recognised in

the balance sheet when it  is probable that  future economic benef its will f low f rom the company, and

the value of  such liabilit ies can be measured reliably. On init ial recognit ion, assets and liabilit ies are

measured at  cost . Subsequent ly, assets and liabilit ies are measured as described for each item below.

On recognit ion and measurement, account is taken of foreseeable losses and risks arising before the

date at  which the annual report  is presented and proving or disproving matters arising on or before

the balance sheet date.

Reporting currency

The f inancial statements are presented in Danish kroner (DKK'000).

Foreign currency translation

On init ial recognit ion, t ransact ions denominated in foreign currencies are t ranslated at  the exchange

rate at  the t ransact ion date. Foreign exchange dif ferences arising between the exchange rates at  the

transact ion date and the date of payment are recognised in the income statement as f inancial income

or f inancial expenses.

Receivables and payables and other monetary items denominated in foreign currencies are t ranslated

at the exchange rate at  the balance sheet date. The dif ference between the exchange rates at  the

balance sheet date and the date at  which the receivable or payable arose or was recognised in the

most recent f inancial statements is recognised in the income statement as f inancial income or

f inancial expenses.

Income statement

Revenue

The Company has chosen IAS 11/ IAS 18 as interpretat ion for revenue recognit ion.

Income f rom the sale of goods is recognised in the income statement if  delivery has taken place and

the risk has passed to the buyer before the end of the f inancial year and where the selling price can be

determined reliably and is expected to be paid. Revenue is measured at  fair value and is determined

exclusive of  VAT and other taxes collected on behalf  of third parties and less discounts.
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Financial statements 1 January - 31 December

Notes to the financial statements

1 Accounting policies (continued)

Gross profit

The items revenue, cost  of sales and external expenses have been aggregated into one item in the

income statement called gross prof it  in accordance with sect ion 32 of the Danish Financial Statements

Act .

Other operating income and operating expenses

Other operat ing income and operat ing expenses comprise items of a secondary nature relative to the

Company's core act ivit ies, including gains and losses on the sale of f ixed assets.

Raw materials and consumables, etc.

Raw materials and consumables include expenses relating to raw materials and consumables used in

generating the year's revenue.

Write-downs of inventories of raw materials and consumables are also recognised under raw materials

and consumables to the extent  that  these do not  exceed normal write-downs.

Other external expenses

Other external expenses include the year's expenses relating to the Company's core act ivit ies,

including expenses relating to distribut ion, sale, advertising, administration, premises, bad debts,

payments under operat ing leases, etc.

Staff costs

Staff costs include wages and salaries, including compensated absence and pension to the Company's

employees, as well as other social security contribut ions, etc. The item is net  of refunds f rom public

authorit ies.

Depreciation and impairment

The item comprises depreciation and impairment of  intangible assets and property, plant  and

equipment.

The basis of depreciation, which is calculated as cost  less any residual value, is depreciated on a

straight line basis over the expected useful life. The expected useful lives of  the assets are as follows:

Buildings 25 years

Plant  and machinery 3-10 years

Depreciation is based on the residual value of  the asset and is reduced by impairment losses, if  any.

The depreciation period and the residual value are determined at  the acquisit ion date and are

reassessed annually. Where the residual value exceeds the carrying amount of the asset, no further

depreciation charges are recognised.

In the case of changes in the depreciation period or the residual value, the effect  on the depreciation

charges is recognised prospect ively as a change in account ing est imates.

Land is not  depreciated.

Financial income and expenses

Financial income and expenses are recognised in the income statements at  the amounts that  concern

the f inancial year. Net f inancials include interest  income and expenses as well as allowances and

surcharges under the advance-payment-of-tax scheme, etc.
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Mille Food A/ S

Annual report  2021

Financial statements 1 January - 31 December

Notes to the financial statements

1 Accounting policies (continued)

Tax

Tax for the year includes current  tax on the year's expected taxable income and the year's deferred

tax adjustments. The port ion of the tax for the year that  relates to the prof it / loss for the year is

recognised in the income statement, whereas the port ion that relates to t ransact ions taken to equity

is recognised in equity.

The ent ity is joint ly taxed with other group ent it ies. The total Danish income tax charge is allocated

between prof it / loss-making Danish ent it ies in proport ion to their taxable income (full absorpt ion).

Joint ly taxed ent it ies ent it led to a tax refund are reimbursed by the management company based on

the rates applicable to interest  allowances, and joint ly taxed ent it ies which have paid too lit t le tax pay

a surcharge according to the rates applicable to interest  surcharges to the management company.

Balance sheet

Intangible assets

Development costs comprise expenses, salaries and amort isation direct ly or indirect ly at t ributable to

development act ivit ies.

Development projects that are clearly def ined and ident if iable, where the technical feasibility,

suff icient  resources and a potent ial future market  or development opportunit ies areident if iable and

where the Company intends to produce, market  or use the project , are recognised as intangible assets

provided that  the cost  can be measured reliably and that  there is suf f icient  assurance that  future

earnings can cover product ion costs, selling costs and administrative expenses and development

costs. Other development costs are recognised in the income statement as incurred.

Development costs that are recognised in the balance sheet are measured at  cost  less accumulated

amort isation and impairment losses.

On complet ion of a development project , development costs are amort ised on a straight-line basis

over the est imated useful life. The amort isation period is usually 5 years and cannot exceed 10 years.

Patents and licences are measured at  cost  less accumulated amortisation and impairment losses.

Patents are amort ised on a straight  line basis over the remaining term of  the patent , and licences are

amort ised over the term of  the licence, but  not  exceeding 10 years.

Property, plant and equipment

Property, plant  and equipment comprise land and buildings og plant  and machinery.

Property, plant  and equipment are measured in the balance sheet at cost  less accumulated

depreciation and impairment losses.

Cost comprises the purchase price and expenses result ing direct ly from the purchase unt il the asset is

ready for use. Interest  on loans arranged to f inance product ion is not  included in the cost .

The total cost  of  an asset is decomposed into separate components that  are depreciated separately if

the useful lives of  the individual components vary.

Property, plant  and equipment are depreciated using the straight-line method based on useful lives

and residual values, which are stated in the ‘Depreciation and impairment losses' sect ion.

Property, plant  and equipment under construct ion are measured at  cost . Costs incurred on property,

plant  and equipment under construct ion are t ransferred to the relevant asset category when the asset

is ready for use.

Gains and losses on the disposal of property, plant  and equipment are determined as the dif ference

between the selling price, if  any, less selling costs and the carrying amount at  the date of disposal less

any costs of disposal.
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Mille Food A/ S

Annual report  2021

Financial statements 1 January - 31 December

Notes to the financial statements

1 Accounting policies (continued)

Leases

The Company has chosen IAS 17 as interpretat ion for classif ication and recognit ion of leases.

Investments in subsidiaries

Equity investments in subsidiaries and associates are measured at  cost .

On init ial recognit ion, equity investments in subsidiaries are measured at  cost , i.e. plus t ransact ion

costs. The cost  is allocated in accordance with the acquisit ion method; see the account ing policies

regarding business combinat ions.

The cost  is adjusted by shares of prof it / loss after tax calculated in accordance with the Group's

account ing policies less or plus unrealised intra-group gains/ losses.

Ident if ied increases in value and goodwill, if  any, compared to the underlying ent ity's net  asset value

are amort ised in accordance with the account ing policies for the assets and liabilit ies to which they

can be at t ributed. Negat ive goodwill is recognised in the income statement.

Dividend received is deduced from the carrying amount.

Equity investments in subsidiaries measured at  net  asset value are subject  to impairment test

requirements if  there is any indicat ion of impairment.

Impairment of fixed assets

The carrying amount of intangible assets, property, plant  and equipment and investments in

subsidiaries is assessed for impairment on an annual basis.

Impairment tests are conducted on assets or groups of  assets when there is evidence of impairment.

The carrying amount of impaired assets is reduced to the higher of  the net  selling price and the value

in use (recoverable amount).

The recoverable amount is the higher of  the net  selling price of  an asset and its value in use. The value

in use is calculated as the present value of  the expected net  cash f lows from the use of  the asset or

the group of  assets and the expected net  cash f lows from the disposal of the asset or the group of

assets af ter the end of the useful life.

Previously recognised impairment losses are reversed when the reason for recognit ion no longer

exists.

Inventories

Inventories are measured at  cost  calculated according to the FIFO principle. Inventories are writ ten

down to the lower of cost  and net  realisable value.

The cost  of raw materials and consumables as well as goods for resale is determined as purchase

prices plus expenses result ing direct ly f rom the purchase.

The cost  of manufactured f inished goods and work in progress is determined as the value of  direct  and

indirect  material, labour costs and indirect  product ion costs.. Product ion overheads include indirect

material and labour costs as well as maintenance and depreciat ion of machinery, buildings and

equipment used in the product ion process as well as the costs of factory administration and

management. Interest  on loans arranged to f inance product ion is not  included in the cost .

Indirect  product ion costs comprise indirect  materials and labour costs, costs of maintenance of,

depreciation of and impairment losses relating to machinery, factory buildings and equipment used in

the manufacturing process as well as costs of factory administration and management. Finance costs

are not included in cost
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Mille Food A/ S

Annual report  2021

Financial statements 1 January - 31 December

Notes to the financial statements

1 Accounting policies (continued)

The net realisable value of  inventories is determined as the selling price less costs ofcomplet ion and

costs necessary to make the sale and is determined taking into accountmarketability, obsolescence

and the expected development in the selling price.

The net  realisable value of  inventories is determined as the selling price less costs ofcomplet ion and

costs necessary to make the sale and is determined taking into accountmarketability, obsolescence

and the expected development in the selling price.

Receivables

Receivables are measured at  amort ised cost .

The Company has chosen IAS 39 as interpretat ion for impairment of  f inancial receivables.

An impairment loss is recognised if  there is object ive evidence that  a receivable or a group of

receivables is impaired. If there is object ive evidence that  an individual receivable has been impaired,

an impairment loss is recognised on an individual basis.

Receivables in respect of  which there is no objective evidence of individual impairment are tested for

object ive evidence of impairment on a portfolio basis. The port folios are primarily based on the

debtors' domicile and credit  rat ings in line with the Company's risk management policy. The object ive

evidence applied to port folios is determined based on historical loss experience.

Impairment losses are calculated as the dif ference between the carrying amount of the receivables

and the present value of  the expected cash f lows, including the realisable value of  any collateral

received. The effect ive interest  rate for the individual receivable or port folio is used as discount rate.

Prepayments

Prepayments recognised under "Assets"  comprise prepaid expenses regarding subsequent f inancial

report ing years.

Cash

Cash comprise cash and short term securit ies which are readily convertible into cash and subject  only

to minor risks of changes in value.

Equity

Reserve for development costs

The reserve for development costs comprises recognised development costs. The reserve cannot be

used to distribute dividend or cover losses. The reserve will be reduced or dissolved if  the recognised

development costs are amort ised or are no longer part of the Company's operat ions by a t ransfer

direct ly to the distributable reserves under equity.

Proposed dividends

Dividend proposed for the year is recognised as a liability once adopted at  the annual general meet ing

(declaration date). Dividends expected to be distributed for the f inancial year are presented as a

separate item under "Equity" .

Income taxes

Current  tax payables and receivables are recognised in the balance sheet as the est imated income tax

charge for the year, adjusted for prior-year taxes and tax paid on account.
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Mille Food A/ S

Annual report  2021

Financial statements 1 January - 31 December

Notes to the financial statements

1 Accounting policies (continued)

Deferred tax is measured according to the liability method on all temporary dif ferences between the

carrying amount and the tax base of assets and liabilit ies. However, deferred tax is not  recognised on

temporary dif ferences relating to goodwill which is not  deduct ible for tax purposes and on off ice

premises and other items where temporary dif ferences, apart f rom business combinat ions, arise at the

date of acquisit ion without affect ing either profit / loss for the year or taxable income. Where

alternat ive tax rules can be applied to determine the tax base, deferred tax is measured based on

Management 's intended use of  the asset or set t lement of  the liability, respect ively.

Deferred tax is measured according to the tax rules and at  the tax rates applicable at  the balance sheet

date when the deferred tax is expected to crystallise as current  tax. Deferred tax assets are recognised

at the expected value of their ut ilisation; either as a set-of f against  tax on future income or as a set-of f

against  deferred tax liabilit ies in the same legal tax ent ity. Changes in deferred tax due to changes in

the tax rate are recognised in the income statement.

Liabilities

Financial liabilit ies are recognised at  the date of borrowing at  the net  proceeds received less

transact ion costs paid. On subsequent recognit ion, f inancial liabilit ies are measured at  amort ised cost ,

corresponding to the capitalised value, using the ef fect ive interest  rate. Accordingly, the dif ference

between the proceeds and the nominal value is recognised in the income statement over the term of

the loan. Financial liabilit ies also include the capitalised residual lease liability in respect  of f inance

leases.

Other liabilit ies are measured at  net  realisable value.

2 Financial situation

In 2021, the company has realized a loss of DKK 38,547 thousand and expects a loss in 2022 in the

range of DKK 22,000 thousand and an addit ional funding requirement in 2022. The company has

entered contract  for 80 % of  the Sales and purchase in 2022 there is a 20% uncertainty about the

fulf illment of  the 2022 budget.

As of  December 31, 2021, the Company is f inanced by intercompany loans of DKK 21,000 thousand

and external credit  facilit ies of DKK 34,000 thousand comprising long-term loan of  DKK 21,000

thousand and short-term loan of DKK 13,000 thousand.

The company's capital requirements for 2022 have been est imated on the assumpt ions that  loans are

repaid in accordance with the original agreements and that  credit  facilit ies and intercompany f inancing

are maintained.

The parent company Mille Dairy (SHANGHAI) Co., Ltd. has conf irmed that  they will provide suff icient

f inancial support to maintain Mille Food A/ S’ f inancial and business status. The parent company has

conf irmed that  they will not  demand repayment on the intercompany loan unless the company’s

financial status allows. The declarat ion is valid unt il 30th of June 2023.

Taking realized loss in 2021 and projected loss in 2022 and uncertainty associated with future

revenue growth into account, cont inued f inancing from the parent company is crit ical to the

company's cont inued operat ions.

On this basis, the f inancial statements are presented on the assumpt ion of going concern.
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Mille Food A/ S

Annual report  2021

Financial statements 1 January - 31 December

Notes to the financial statements

3 Recognition and measurement uncertainties

During the f inancial year, the Company carried out  impairment tests for f ixed assets. The impairment

test  gave rise to a write-down of the carrying amounts of  f ixed assets of DKK 21,926 thousand. Due to

the market  situation in the f inancial markets, several signif icant  assumpt ions for the impairment test

are associated with great  uncertainty, including management 's expectat ions for the company's budget

for the coming years, growth rate in the terminal period and discount factor. If  the assumptions used

develop negat ively, there may be a need to make write-downs in the coming f inancial year.

The most signif icant  assumpt ions in the impairment test  is an increase in revenue for 2023 of  more

than 100% compared to the 2021-level and a WACC of 13.5%. The expected revenue in 2023 is in line

with the realised revenue in 2019 but  with an expected higher gross margin. A signif icant  part of the

revenue in 2023 has been secured after the conclusion of a sales agreement with a new customer.

For 2024 the revenue is expected to increase by 20% compared to 2023.

Despite the above conclusion of sales contract , it  is st ill uncertain whether the company can fully

meet the revenue forecast  which among other things is dependent on the development of the Covid-

19 situat ion in China.

4 Events after the balance sheet date

No events have occurred after the balance sheet date to this date, which would influence the

evaluat ion of this annual report .

The company has received addit ional funding of  DKK 6,250 thousand in 2022.

5 Special items

DKK'000 2021 2020

Expenses

Impairment of  development projects -1,926 0

Write-down of def fered tax asset -1,948 0

Write-down of land and buildings -9,639 0

Write-down of land and buildings -10,361 0

-23,874 0

Special items are recognised in the below items of the financial

statements

Amort isation/ depreciation and impairment of  intangible assets and

property, plant  and equipment -21,926 0

Tax for the year -1,948 0

Net profit/ loss on special items -23,874 0

6 Staff costs

Wages/ salaries 20,023 25,824

Pensions 3,211 3,490

Other social security costs 465 319

Other staff  costs 233 756

Staff costs t ransferred to non-current  assets -418 -454

23,514 29,935

Average number of full-t ime employees 43 48

Total remuneration to Management: DKK 1,046 thousand (2020: DKK 2,510 thousand).
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Mille Food A/ S

Annual report  2021

Financial statements 1 January - 31 December

Notes to the financial statements

DKK'000 2021 2020

7 Financial income

Interest  receivable, group ent it ies 730 223

Foreign Currency t ranslat ion adjustments 95 98

825 321

8 Financial expenses

Interest  expenses, group ent it ies 134 1,077

Other interest  expenses 286 330

Foreign exchange losses 0 61

Other f inancial expenses 4,055 5,562

4,475 7,030

9 Tax for the year

Est imated tax charge for the year -1,021 0

Deferred tax adjustments in the year 1,948 3,965

927 3,965

10 Intangible assets

DKK'000

Development

projects in

progress and

prepayments for

intangible assets

Cost at 1 January 2021 1,377

Addit ions 549

Cost  at 31 December 2021 1,926

Impairment losses for the year 1,926

Impairment losses and amort isation at 31 December 2021 1,926

Carrying amount at 31 December 2021 0

Development projects in progress include the development of new products to infants. The

development project  are expected to be completed in 2022 and comprise of both external consultancy

fees and internal labour costs.
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Mille Food A/ S

Annual report  2021

Financial statements 1 January - 31 December

Notes to the financial statements

11 Property, plant and equipment

DKK'000

Land and

buildings

Plant and

machinery Total

Cost at 1 January 2021 43,487 57,439 100,926

Addit ions 2,762 4,293 7,055

Cost  at 31 December 2021 46,249 61,732 107,981

Impairment losses and depreciation at

1 January 2021 3,624 11,817 15,441

Impairment losses 9,639 10,361 20,000

Depreciation 1,779 6,188 7,967

Impairment losses and depreciation at

31 December 2021 15,042 28,366 43,408

Carrying amount at 31 December 2021 31,207 33,366 64,573

12 Investments

DKK'000

Investments in

group

enterprises

Cost at 1 January 2021 2,000

Cost  at 31 December 2021 2,000

Value adjustments at 1 January 2021 -445

Impairment losses -73

Value adjustments at 31 December 2021 -518

Carrying amount at 31 December 2021 1,482

Name Domicile Interest

Equity

DKK'000

Profit/ loss

DKK'000

Subsidiaries

Danish-Chinese Organic Food

Center A/ S København %100.00 1,482 -73

13 Prepayments

Prepayments include accrual of expenses relating to subsequent f inancial years.

DKK'000 2021 2020

14 Share capital

Analysis of the share capital:

80,000 shares of  DKK 1,000.00 nominal value each 80,000 80,000

80,000 80,000
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Notes to the financial statements

DKK'000 2021 2020

15 Deferred tax

Deferred tax at 1 January -1,948 -5,913

Deferred tax recognised in the income statement 1,948 3,953

Other deferred tax 0 12

Deferred tax at 31 December 0 -1,948

As of  31.12.2021, the Company has not  recognised their tax asset. The tax asset is composed of  tax

loss carry forwards and unut ilised tax deduct ions consist ing of  t iming dif ferences. Management do not

belive that  the tax asset is likely to be offset  against  future taxable income.

16 Non-current liabilities other than provisions

DKK'000

Total debt at

31/ 12 2021

Repayment,

next year

Long-term

portion

Outstanding debt

after 5 years

Bank debt 21,314 9,800 11,514 0

21,314 9,800 11,514 0

17 Contractual obligations and contingencies, etc.

Contingent liabilities

DKK'000 2021 2020

Contingent liabilit ies 1,248 1,535

1,248 1,535

Other contingent liabilities

The Ent ity part icipates in a Danish joint  taxat ion arrangement where Mille Internat ional ApS serves as

the administration company. According to the joint  taxat ion provisions of the Danish Corporation Tax

Act, the Ent ity is therefore liable for income taxes etc for the joint ly taxed ent it ies, and for

obligat ions, if  any, relat ing to the withholding of  tax on interest , royalt ies and dividend for the joint ly

taxed ent it ies. The joint ly taxed ent it ies' total known net liability under the joint  taxat ion arrangement

is disclosed in the administration company's f inancial statements.

Other financial obligations

The Danish Veterinary and Food Administrat ion reported Mille Food A/ S to the police and postulated

that  Mille Food A/ S has had prof its of approximately DKK 32,000 thousand on the basis of allegedly

used illegal ingredients in their product ion. The Company has a potent ial counter claim of  DKK 20,000

thousand in relation to seized and destroyed goods. It  is management 's assessment that the claim will

be waived and consequent ly no provision has been made in this respect .
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18 Collateral

The company has issued mortgage deeds registered to the mortgagor in the total amount of DKK

68,820 thousand secured upon land & buildings with a carrying amount of DKK 31,207 thousand.

As security for debt to credit  inst itut ions, a company charge of DKK 20,000 thousand has been

provided comprising intangible assets, t rade receivables, other receivables, inventories and plant  and

machinery.

The company has mortgage deed with security of up to DKK 20,000 thousand in plant  and machinery

with a carrying amount of DKK 33,366 thousand.

The Company has issued an unlimited guarantee for Mille Food Roskilde ApS's payables to a credit

inst itut ion.

19 Related parties

Mille Food A/ S' related part ies comprise the following:

Parties exercising control

Related party Domicile Basis for control

Mille Dairy Co. Ltd China Signif icant  vot ing rights

Mille Internat ional ApS Denmark Signif icant  vot ing rights

Information about consolidated financial statements

Parent Domicile

Requisitioning of the parent

company's consolidated

financial statements

Mille Internat ional ApS Roskilde The consolidated f inancial

statements can be obtained

by contact ing the ent ity.

Related party transactions

Mille Food A/ S was engaged in the below related party t ransact ions:

DKK'000 2021 2020

Receivables f rom group enterprises 8,328 29,882

Payables to group enterprises 20,567 8,510

Sales to group ent it ies 61,588 267,478

Purchase f rom group ent it ies 7,505 5,987

Interest  receivable, group ent it ies 730 223

Interest  expenses, group ent it ies 133 1,077

DKK'000 2021 2020

20 Appropriation of profit/ loss

Recommended appropriation of profit/ loss

Other statutory reserves -1,074 354

Retained earnings/ accumulated loss -37,473 13,704

-38,547 14,058
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