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DISCLOSEABLE TRANSACTION
JOINT VENTURE WITH FRIESLANDCAMPINA

On 8 October 2014, the Group entered into the Sale and Purchase Agreement with FrieslandCampina
in order to establish a strategic 50-50 joint venture partnership for the manufacture, market and sale
of IMF in China, further details of which are set out in this announcement.

The Joint Venture will be established by FrieslandCampina purchasing from Huishan BVI, one of the
Company’s wholly-owned subsidiaries, a 50% stake in the JV Company that holds all the equity
interest in the PRC Subsidiary which owns a production plant in China. FrieslandCampina will pay,
in US$, the equivalent of an estimated RMB700 million (based on the current equity value of the JV
Group) for such stake in the JV Company although the exact amount payable will be based on
completion accounts by reference to book value and other terms as set out below.

As a term of the Sale and Purchase Agreement, FrieslandCampina has also committed to purchase on
the market within six months from Completion shares in the Company for an amount equal to at least
US$30 million. Such shares shall be subject to a six year lock up period, save that this lock up shall
cease to apply upon the earlier of (i) FrieslandCampina exercising the FrieslandCampina Call Option
(set out below) or (ii) the Joint Venture Agreement being terminated.

As the relevant percentage ratios calculated pursuant to Rule 14.07 of the Listing Rules in respect of
the Sale and Purchase Agreement and, when entered into, the Joint Venture Agreement, and the
transactions respectively contemplated thereunder exceed 5% but are less than 25%, the Sale and
Purchase Agreement, the Joint Venture Agreement and the transactions respectively contemplated
thereunder, constitute a discloseable transaction on the part of the Company under Chapter 14 of the
Listing Rules and is therefore subject to the reporting and announcement requirements under the
Listing Rules.
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The Sale and Purchase Agreement is subject to a number of conditions being fulfilled on or before
30 June 2015. Consequently, until those conditions are fulfilled, the transactions contemplated under
the Sale and Purchase Agreement may or may not proceed. The shareholders and potential
investors of the Company should exercise caution when dealing or contemplating dealing in the
securities of the Company.

INTRODUCTION

Reference is made to the announcement of the Company dated 8 May 2014 in relation to the possible
strategic partnership with FrieslandCampina.

The Board wishes to announce that on 8 October 2014, the Group entered into the Sale and Purchase
Agreement with FrieslandCampina in order to establish a strategic 50-50 joint venture partnership for
the manufacture, market and sale of IMF in China, further details of which are set out in this
announcement.

FrieslandCampina is indirectly wholly owned by Zuivelcoöperatie FrieslandCampina U.A, one of the
world’s largest dairy cooperatives with 19,244 member dairy farmers in the Netherlands, Germany and
Belgium. Its international activities carry many reputable brands including Friso®, Dutch Lady, My
Boy, Peak and Foremost. In China, FrieslandCampina is known for Friso®, a premium brand in infant
formula and for selling ingredients to Chinese food and infant formula manufacturers. In November
2013, FrieslandCampina, Wageningen University & Research Centre and the China Agricultural
University set up the Sino-Dutch Dairy Development Centre to improve dairy production, safety and
quality levels throughout the entire dairy chain in China. For more information, please visit:
www.frieslandcampina.com.

The Company is a leading and the most vertically integrated dairy company in China. Its business
model covers the entire dairy value chain from growing and processing of alfalfa and supplementary
feeds and the processing of concentrated feeds to dairy farming and processing and sales of dairy
products under the ‘‘Huishan’’ brand, a brand that can be traced back to the early 1950s. Today, the
Group controls approximately 480,000 mu (= 32,727 ha) of farmland for alfalfa and other feeds
plantation, operates more than 59 dairy farms housing China’s largest Jersey cow herd and second-
largest Holstein cow herd. The Group’s dairy farms produce raw milk meeting EU standards with an
industry-leading yield. For more information, please visit: www.huishandairy.com
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SALE AND PURCHASE AGREEMENT

Date

8 October 2014

Parties

The Sale and Purchase Agreement was entered into between:

1. FrieslandCampina (as the purchaser);

2. Huishan BVI (as the seller);

3. The Company (as the guarantor for the seller); and

4. FrieslandCampina International Holding B.V., a company incorporated in the Netherlands and the
holding company of FrieslandCampina (as the guarantor for the purchaser).

To the best of the Directors’ knowledge, information and belief having made all reasonable inquiry,
FrieslandCampina, FrieslandCampina International Holding B.V. and their ultimate beneficial owners
are third parties independent of the Company and connected persons of the Company.

Sale Shares to be sold by Huishan BVI

FrieslandCampina has conditionally agreed to purchase and Huishan BVI has conditionally agreed to
sell the Sale Shares, representing 50% of the total issued share capital of the JV Company. Upon
completion of this Sale and Purchase Agreement, the Joint Venture Agreement will come into effect.

Consideration

The Consideration will be payable in US$ and based on 50% of the Book Value at Completion and
further amounts commercially negotiated by reference to prospects of the Joint Venture and tax and
government grants to be verified in due course. Current estimations based on equity value of the Group
indicate that such Consideration for 50% of the interest in the JV Company is about RMB700 million.
The actual amount will be the subject of a more accurate calculation nearer the time of Completion, the
foreign exchange rates as between the RMB and the US$ at Completion and adjustments by reference
to a Completion Book Value Statement to be verified and agreed between the parties after Completion.

If the Completion Book Value Statement is in excess of or less than that estimated at Completion
between the parties, 50% of any excess amount shall be paid by FrieslandCampina to Huishan BVI and
50% of an amount equal to any reduction shall be paid by Huishan BVI to FrieslandCampina.
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Basis of consideration

The Consideration for the Sale Shares was determined after arm’s length negotiations taking into
account the book value attributable to the Sale Shares and further amounts commercially negotiated by
reference to prospects of the Joint Venture and tax and government grants to be verified in due course.

Conditions Precedent

Completion of the Sale and Purchase Agreement is conditional upon satisfaction or waiver of the
following conditions precedent:

(a) all MOFCOM notifications and filings in connection with the Joint Venture having been made and
requisite approvals or clearance having been obtained (if necessary);

(b) no governmental authority having enacted, issued, promulgated or enforced any law, non-
appealable judgment, decree or injunction that is in effect immediately prior to Completion and
permanently restrains or prohibits the Sale and Purchase Agreement or the completion of the
transaction thereunder;

(c) no legal action or proceedings pending or threatened immediately prior to Completion by a bona
fide third party (including any governmental authority) seeking to restrain or prohibit completion
of the Sale and Purchase Agreement;

(d) no material breach of a warranty by Huishan BVI has occurred or is likely to occur;

(e) no material breach of a warranty by FrieslandCampina has occurred or is likely to occur;

(f) no material adverse effect to the business of the JV Group has occurred or is likely to occur;

(g) no event has occurred that has caused or is likely to cause a severe impact on the reputation of
Huishan BVI or any of its affiliates in PRC;

(h) no event has occurred that has caused or is likely to cause a severe impact on the reputation of
FrieslandCampina or any of its affiliates in PRC;

(i) Huishan BVI and FrieslandCampina having reached agreement as to the employees within the JV
Group;

(j) continuation, renewal and/or replacement of certain loans of the JV Group as specified in the Sale
and Purchase Agreement; and

(k) Huishan BVI and FrieslandCampina having reached agreement on corporate structures and
governance of the Joint Venture to accommodate operational and structural efficiencies going
forward.
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Completion

Completion shall take place on the tenth Business Day after satisfaction or waiver of the conditions
precedent, or at such other date, time or location as may be agreed in writing by Huishan BVI and
FrieslandCampina.

If the conditions precedent above are not satisfied or waived on or before the Long Stop Date, either of
Huishan BVI and/or FrieslandCampina may, in its sole discretion, terminate the Sale and Purchase
Agreement, provided that a party may not give such termination notice if it is in default of its material
obligations relating to Completion under the Sale and Purchase Agreement. In case only the condition
precedent set out in (a) above has not been satisfied by the Long Stop Date, parties shall in good faith
discuss whether the Long Stop Date shall be extended.

If the termination is due to the non-satisfaction of the condition precedent in (a) above and the non-
satisfaction of such condition is solely and directly attributable to a default by a party, such defaulting
party shall be liable to pay to the non-defaulting party an amount of USD15,000,000 and, after
payment, neither party shall have any claim against the other.

Following Completion, the parties to the Sale and Purchase Agreement will enter into the Joint Venture
Agreement and various licensing and supply agreements, details of which are set out below.

JOINT VENTURE AGREEMENT

Upon Completion, the parties to the Sale and Purchase Agreement and the JV Company will also enter
into the Joint Venture Agreement which will set out, among other things, the governance procedures of
the JV Group after Completion and certain rights and obligations of the shareholders of the JV
Company. The key terms are summarised below.

Business

The business of the JV Group shall be the production of IMF products from high quality raw milk and
such other products as agreed between the parties and sale of such products in the Territory.
FrieslandCampina will grant an exclusive licence to the JV Group for the marketing, distribution and
sale of IMF products in the Territory under an RFC Brand and license relevant know-how to the JV
Group.

Exclusivity undertakings

Undertaking from FrieslandCampina. For as long as FrieslandCampina or any of its affiliates directly
or indirectly hold shares in the JV Company, they shall not engage in any merger or transaction
resulting in the establishment of a joint venture involving the production and sales of IMF products in
the Territory with any party within the Territory other than Huishan BVI and its affiliates.
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Undertaking from Huishan BVI. For as long as Huishan BVI or any of its affiliates directly or
indirectly hold shares in the JV Company, they shall not engage in any merger or transaction resulting
in the establishment of a joint venture involving the production and sales of IMF products in the
Territory with any party outside the Territory other than FrieslandCampina and its affiliates.

The exclusivity undertakings above do not restrict FrieslandCampina or Huishan BVI or any of their
affiliates to continue and further develop their respective businesses in relation to IMF in the Territory
and to be involved in contract manufacturing activities for third parties, next to the activities in relation
to IMF undertaken or to be undertaken by the JV Group.

Shareholding and board representation

Immediately following Completion, each of Huishan BVI and FrieslandCampina will hold 50% of the
shares issued by the JV Company and the JV Company will be the holding company of the JV Group.

The boards of the respective JV Group companies will consist of five members, with three being
nominated by FrieslandCampina and two being nominated by Huishan BVI, respectively.

FrieslandCampina Call Option

If the nutrition products produced and sold by the JV Group reach (i) a volume of 6,800 tons over a
period of 12 consecutive months and (ii) the pre-agreed amount of earnings before tax by the year
2019, FrieslandCampina will have the right to increase its shareholding to 60% of shares in the JV
Company at fair market value.

Long term targets

In the longer term, if the nutrition products produced and sold by the JV Group reach (i) a volume of
14,500 tons over a period of 12 consecutive months and (ii) the pre-agreed amount of earnings before
tax by the year 2021, Huishan BVI and FrieslandCampina will further discuss the possibility of
FrieslandCampina acquiring further shares in the JV Company from Huishan BVI.

Restrictions on transfer of shares

The transfer of shares in the JV Company to third parties will require the written approval of the other
shareholder for as long as no shareholder of the JV Company holds 75% or more of the shares in the
JV Company. In the event a shareholder holds 75% or more of the shares in the JV Company, any
transfer of shares in the JV Company by any shareholder will be subject to the following transfer
restrictions:

(i) right of first refusal by the non-transferring shareholder;

(ii) a tag-along right of the shareholder holding 25% or less of the JV Company; and

(iii) a drag-along right of the shareholder holding 75% or more of the JV Company.
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A shareholder holding 25% or less of the shares in the JV Company shall also have a put option to sell
all, and not less than all, of its shares in the JV Company to the shareholder holding 75% or more of
the shares in the JV Company.

CHANGE OF CONTROL

(i) Upon a Huishan Change of Control, FrieslandCampina shall have the right to require Huishan BVI
to sell all of its shares in the JV Company to FrieslandCampina at a fair market value to be agreed
between the parties.

(ii) Upon a RFC Change of Control, Huishan BVI shall have the right to require FrieslandCampina to
acquire all of Huishan BVI’s shares in the JV Company at a fair market value to be agreed
between the parties.

Rights of FrieslandCampina relating to the acquisition of milkable cows and farms from Huishan
BVI

Upon commencement of the Joint Venture, Huishan BVI and FrieslandCampina will enter into
discussions regarding the ownership and/or operation of farms by the JV Group to secure its own raw
milk supply for its IMF business. If parties fail to agree or implement a plan within two years after the
entering into of the Joint Venture Agreement, FrieslandCampina shall have a right to acquire from
Huishan BVI or its affiliates, such number of milkable cows and farms (at a fair market value to be
agreed) that would together produce the agreed amount of raw milk under the Joint Venture Agreement.
This right to acquire milkable cows and farms may only be exercised after two years from the date of
the Joint Venture Agreement and shall lapse upon the end of the fifth anniversary of the Joint Venture
Agreement.

If the above option has not been exercised and neither the JV Group or FrieslandCampina and its
affiliates own and/or operate farms in Liaoning Province, FrieslandCampina shall have the right to
acquire such milkable cows and farms in the event FrieslandCampina acquires all of the shares in the
JV Company from Huishan BVI under the terms and conditions of the Joint Venture Agreement.

If the JV Group or FrieslandCampina and its affiliates do own and/or operate farms in Liaoning
Province but such farms do not together produce the agreed amount of raw milk under the Joint
Venture Agreement, then FrieslandCampina shall have the right to acquire only such milkable cows and
farms to make up for such shortage in the event FrieslandCampina acquires all of the shares in the JV
Company from Huishan BVI under the terms and conditions of the Joint Venture Agreement.

Guarantees from the Company and FrieslandCampina International Holding B.V.

Both the Company and FrieslandCampina International Holding B.V. as the parent companies of
Huishan BVI and FrieslandCampina will guarantee the observance and performance of each of their
respective obligations under the Sale and Purchase Agreement.
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PURCHASE OF THE COMPANY’S SHARES IN THE MARKET

As a term of the Sale and Purchase Agreement, FrieslandCampina has also committed to invest an
amount equal to at least US$30 million within six months from Completion by purchasing, on the
market, shares in the Company. Such shares shall be subject to a six year lock up period, save that this
lock up shall cease to apply upon the earlier of (i) FrieslandCampina exercising the FrieslandCampina
Call Option (set out above) or (ii) the Joint Venture being terminated.

LISTING RULE COMPLIANCE AND VOTING UNDERTAKING

As the relevant percentage ratios calculated pursuant to Rule 14.07 of the Listing Rules in respect of
the Sale and Purchase Agreement and, when entered into, the Joint Venture Agreement, and the
transactions respectively contemplated thereunder exceed 5% but are less than 25%, the Sale and
Purchase Agreement, the Joint Venture Agreement and the transactions respectively contemplated
thereunder, constitute a discloseable transaction on the part of the Company under Chapter 14 of the
Listing Rules and is therefore subject to the reporting and announcement requirements under the
Listing Rules. No shareholder approval is required in order for the Sale and Purchase Agreement to
proceed and the Joint Venture Agreement to be signed.

Under the Joint Venture Agreement, however, during the life of the Joint Venture, the
FrieslandCampina Call Option, acquisitions or sales of shares in the JV Company, disposal of milkable
cows and farms to the JV Group or FrieslandCampina and other transactions contemplated by the Joint
Venture Agreement may, when they take place, require announcement and/or shareholder approval
under the Listing Rules. Compliance will be made at the relevant time with the provisions of the
Listing Rules.

In order to ensure that the intent of the parties may be implemented at the time those transactions take
place, if they take place, Mr. Yang Kai, Champ Harvest Limited and Talent Pool Holdings Limited,
have agreed that, on Completion, they shall provide FrieslandCampina with a voting undertaking
whereby each of Mr. Yang Kai, Champ Harvest Limited and Talent Pool Holdings Limited will
undertake to exercise all their voting rights in respect of the shares they hold in the Company, in favour
of any transactions proposed at a general meeting of the Company that is required to be undertaken
pursuant to the Joint Venture Agreement.

As at the date of this announcement, Mr. Yang Kai, Champ Harvest Limited and Talent Pool Holdings
Limited (both companies being controlled by Mr. Yang Kai), collectively hold approximately 51.26%
of the total issued share capital of the Company.
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LICENSING AND SUPPLY AGREEMENTS

The parties to the Joint Venture will enter into separate licence and supply agreements listed below to
regulate the activities of the Joint Venture:

(a) Raw Milk Supply Agreement: where the Group shall supply high quality raw milk to the PRC
Subsidiary to support the Production Activities subject to the terms and conditions therein;

(b) Trademark License Agreement: where certain trademarks of FrieslandCampina and its affiliates
will be licensed to the PRC Subsidiary for use in relation to the IMF products to be produced and
sold by the PRC Subsidiary under the RFC Brand;

(c) Huishan Trademark License Agreement: where the trademarks of the Company and its affiliates
will be licensed to the PRC Subsidiary for use in relation to the IMF products to be produced and
sold by the PRC Subsidiary under the Group’s Huishan brand;

(d) Know-how License Agreement: where certain technical know-how information will be made
available to the JV Group; and

(e) Huishan IMF Supply Agreement: where the PRC Subsidiary will supply a certain allocation of IMF
products produced by it to the Group.

JV COMPANY AND PRC SUBSIDIARY

As at the date of this Announcement, the JV Company is a wholly-owned subsidiary of the Company
and an investment holding company that currently holds 100% of the equity interest in the PRC
Subsidiary. The PRC Subsidiary is primarily engaged in the production and sale of milk powder
products at its production facility located in Xiushui, Faku county in Liaoning province, PRC.

FINANCIAL INFORMATION OF THE JV COMPANY

As at 31 March 2014, the unaudited consolidated net asset value of the JV Company was
approximately RMB230,607,624.

The unaudited consolidated financial information of the JV Company for the year ended 31 March
2014 and the year ended 31 March 2013 is set out below:

For the year ended
31 March 2014

For the year ended
31 March 2013

RMB RMB

Net Profit before tax (83,168,571) 31,108,417
Net Profit after tax (62,450,510) 23,209,417
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FINANCIAL EFFECT OF THE DISPOSAL

It is preliminarily estimated that the Group may, subject to the review by the auditors, record a gain on
the sale of the Sale Shares of approximately RMB18 million which is estimated with reference to the
estimated amount of the Consideration, the carrying amount of the goodwill previously recognised and
allocated to the JV Group in the Group’s consolidated financial statements, the estimated consolidated
net asset value of the JV Group as at Completion and the estimated fair value of the interest retained by
the Group in the JV Group as at Completion. The actual gain as a result of the sale of Sale Shares to be
recorded by the Group is subject to final audit to be performed by the Company’s auditors.

The net proceeds from the above sale of the Sale Shares will be applied as general working capital for
the Group.

Following Completion, the JV Company will be de-consolidated from the consolidated financial
statement of the Group and will not continue to be a subsidiary of the Company. As a result,
immediately after Completion, the JV Group will cease to be subsidiaries of the Company and the
Company will account for its equity interest retained in the JV Group using the equity method in the
Group’s consolidated financial statements.

REASONS FOR AND THE BENEFITS OF THE PROPOSED JOINT VENTURE

The Group and FrieslandCampina are existing partners in the production of non-dairy creamers.

The Directors believe that the Joint Venture will be an important step for the Group to further develop
and enhance its capabilities in the production and sale of IMF products in China.

The Group will provide its high quality raw milk from its own dairy farms in China to the Joint
Venture whilst the Joint Venture shall produce dairy products including an infant milk formula under
an RFC Brand that will be introduced to the Chinese market initially via the existing sales and
distribution network of FrieslandCampina and/or its affiliates while new networks are established by
the Joint Venture. It is intended that both companies will continue their own infant formula businesses
separately. As such, the Company’s Huishan brand will continue to be owned and marketed by the
Company, and FrieslandCampina’s ‘‘Friso’’ brand will continue to be owned and marketed by
FrieslandCampina and will remain to be exclusively produced in the Netherlands.

The Directors believe that the Joint Venture will mutually benefit the parties in their respective
production, sales and marketing capabilities both on a local and international scale.

The terms of the Sale and Purchase Agreement and the transactions contemplated thereunder were
determined after arm’s length negotiations between Huishan BVI and FrieslandCampina and the
Directors are of the view that the terms of the Sale and Purchase Agreement and the transactions
contemplated thereunder are on normal commercial terms and are fair and reasonable and in the
interests of the Company and the Shareholders as a whole.
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WARNING

Completion of the sale and purchase of the Sale Shares and the establishment of the Joint
Venture is subject to, among other things, the obtaining of merger clearance from MOFCOM and
accordingly, it may or may not proceed. The shareholders and potential investors of the Company
should exercise caution when dealing or contemplating dealing in the securities of the Company.

DEFINITIONS

In this announcement, unless the context otherwise requires, the following expressions shall have the
following meanings when used herein:

‘‘affiliates’’ means, with respect to a company: an individual, company,
corporation, partnership, firm, association, unincorporated organisation
or other entity directly or indirectly controlling, or controlled by, such
company, or which is directly or indirectly controlled by an individual,
company, corporation, partnership, firm, association, unincorporated
organisation or other entity which also controls such company as
defined more fully in the Joint Venture Agreement

‘‘Book Value’’ means the aggregate value of the assets of the JV Group minus the
aggregate of all liabilities of the JV Group as determined in accordance
with IFRS and the terms and conditions of the Sale and Purchase
Agreement

‘‘Board’’ the board of Directors of the Company from time to time

‘‘Business Day(s)’’ means a day which is not a Saturday, Sunday or public holiday in
China, Hong Kong or the Netherlands

‘‘China’’ or ‘‘PRC’’ the People’s Republic of China

‘‘Company’’ China Huishan Dairy Holdings Company Limited, a company
incorporated in the Cayman Islands with limited liability and the
issued Shares of which are listed on the Main Board of the Stock
Exchange

‘‘Completion’’ the date when completion of the Sale and Purchase Agreement takes
place in accordance with the provisions therein
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‘‘Completion Book Value
Statement’’

means the statement to be drawn up in accordance with the Sale and
Purchase Agreement setting out the Book Value at the end of the day
(Hong Kong time) immediately preceding Completion

‘‘Consideration’’ the consideration payable by FrieslandCampina to Huishan BVI for the
sale and purchase of the Sale Shares in accordance with the Sale and
Purchase Agreement

‘‘Director(s)’’ director(s) of the Company

‘‘FrieslandCampina’’ FrieslandCampina Hong Kong Holding II B.V.

‘‘Group’’ the Company and its subsidiaries

‘‘Hong Kong’’ the Hong Kong Special Administrative Region of the PRC

‘‘Huishan BVI’’ China Huishan Dairy Investments International Limited, a wholly-
owned subsidiary of the Company incorporated in the British Virgin
Islands

‘‘Huishan Change of
Control’’

an event where:

(a) Mr. Yang Kai ceases to be directly or indirectly, the single largest
shareholder of Huishan BVI or, (ii) Mr. Yang Kai ceases to hold,
directly or indirectly, thirty percent (30%) or more of the shares of
the Company or (iii) a third party other than Mr. Yang Kai
acquires control, directly or indirectly, over Huishan BVI, the
Company or any affiliate of Huishan BVI holding directly or
indirectly any shares in the JV Company; or

(b) a third party becomes owner of more than 50% (fifty percent), in
aggregate, of the assets of the Company and its subsidiaries.

‘‘Huishan IMF Supply
Agreement’’

a supply agreement to be entered into at Completion between a Group
company and the PRC Subsidiary regarding the supply of IMF
products by the PRC Subsidiary to a Group company

‘‘Huishan Trademark License
Agreement

the trademark license agreement to be entered into at Completion
between a Group company and the PRC Subsidiary for the use of the
trademarks set out therein in relation to IMF products produced by the
PRC Subsidiary under the Group’s Huishan brand
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‘‘IFRS’’ International Financial Reporting Standards

‘‘IMF’’ infant milk formula

‘‘Joint Venture’’ the joint venture contemplated under the Joint Venture Agreement

‘‘Joint Venture Agreement’’ the joint venture agreement to be entered into by the parties to the Sale
and Purchase Agreement at Completion in relation to the JV Group

‘‘JV Company’’ China Huishan Dairy Investments (Hong Kong) Limited, a company
incorporated in Hong Kong and an indirect wholly-owned subsidiary of
the Company

‘‘JV Group’’ the JV Company, the PRC Subsidiary and a sales subsidiary to be
established

‘‘Know-how License
Agreement’’

the know-how license agreement to be entered into at Completion
between Friesland Brands B.V., and the PRC Subsidiary pursuant to
which FrieslandCampina and its affiliates will make available certain
know-how to the JV Group

‘‘Listing Rules’’ the Rules Governing the Listing of Securities on the Stock Exchange

‘‘Long Stop Date’’ 30 June 2015

‘‘MOFCOM’’ The Ministry of Commerce of the Government of the People’s Republic
of China

‘‘PRC Subsidiary’’ Liaoning Huishan Dairy Group (Xiushui) Co., Ltd. 遼寧輝山乳業集團

（秀水）有限公司, a company established in the PRC and a wholly-
owned subsidiary of the JV Company

‘‘Production Activities’’ the production activities to be carried out by the PRC Subsidiary at its
production facility located in PRC at Xiushui, Faku county in Liaoning
province as set out in the Joint Venture Agreement
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‘‘Raw Milk Supply
Agreement’’

the raw milk supply agreement to be entered into at Completion
between the Company, Liaoning Huishan Dairy Group Ltd.,
FrieslandCampina, Huishan BVI, the JV Company and the PRC
Subsidiary for the supply of high quality raw milk to the PRC
Subsidiary

‘‘RFC Brand’’ means an existing brand of the FrieslandCampina group to be used in
the production, marketing and sales of IMF products by the JV Group

‘‘RFC Change of Control’’ an event wherein:

(a) a third party acquires control, directly or indirectly, over
FrieslandCampina, FrieslandCampina International Holding B.V.
or any affiliate of FrieslandCampina holding directly or indirectly
any shares in the JV Company; or

(b) a third party becomes owner of more than 50% (fifty percent), on
aggregate, of the assets of FrieslandCampina International Holding
B.V. and its subsidiaries.

‘‘RMB’’ Renminbi, being the lawful currency of PRC

‘‘Sale and Purchase
Agreement’’

the sale and purchase agreement dated 8 October 2014 entered into
between Huishan BVI, FrieslandCampina, the Company and
FrieslandCampina International Holding B.V. in relation to, among
other things, the sale and purchase of the Sale Shares

‘‘Sale Shares’’ means 50% of the total issued share capital of the JV Company held by
Huishan BVI and to be sold to FrieslandCampina pursuant to the Sale
and Purchase Agreement

‘‘Shareholders’’ holder(s) of the issued shares of the Company

‘‘Stock Exchange’’ The Stock Exchange of Hong Kong Limited

‘‘Territory’’ the geographical area of the PRC, Hong Kong and the Macau Special
Administrative Region of the PRC
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‘‘Trademark License
Agreement’’

the trademark license agreement to be entered into at Completion
between Friesland Brands B.V. and the PRC Subsidiary for the use of
the trademarks set out therein in relation to IMF products produced by
the PRC Subsidiary

‘‘USD’’ dollars, the lawful currency of the United States of America

By order of the Board
China Huishan Dairy Holdings Company Limited

Michael Chou
Company Secretary

Shenyang, 8 October 2014

As at the date of this announcement, the board of directors of the Company comprises Yang Kai, Ge Kun, So Wing Hoi, Xu

Guangyi and Kwok Hok Yin, as executive Directors; Cheng Chi Heng and Li Kar Cheung, as non-executive Directors; Siu

Wai Keung, Song Kungang, Gu Ruixia and Tsui Kei Pang, as independent non-executive Directors.
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