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UPDATE ON
ESTABLISHMENT OF VERTICALLY-INTEGRATED DAIRY VALUE CHAIN

OUTSIDE NORTHEAST CHINA

Further to the entering into of the non-legally binding strategic framework agreement on 25 August
2014 with the Sheyang County People’s Government on the establishment of a vertically-integrated
dairy value chain in Yancheng, Jiangsu, China, and the preliminary agreement confirming the
partnership with Zongyi (through its subsidiary Alpha Spring) on the same date, the Board is pleased
to announce that the Company has entered into a formal joint venture agreement with Alpha Spring
in respect of the above project.

Reference is made to the announcement of China Huishan Dairy Holdings Company Limited (the
‘‘Company’’) dated 25 August 2014 (the ‘‘Announcement’’) in connection with the establishment of a
vertically-integrated dairy value chain outside Northeast China. Unless otherwise defined herein,
capitalised terms used hereunder shall have the same meanings as those defined in the Announcement.

The Board is pleased to announce that on 3 November 2014, the Company has entered into a formal
joint venture agreement (the ‘‘JV Agreement’’) with Alpha Spring for the establishment of a joint
venture to cooperate in establishing a vertically-integrated dairy value chain for feeds growing, dairy
farming, processing, sales and marketing of dairy products in Yancheng, Jiangsu, China for distributing
consumer dairy products to East China markets. Details of the joint venture agreement are set out
below.
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THE JOINT VENTURE AGREEMENT

Date: 3 November 2014

Parties: (i) the Company

(ii) Alpha Spring Limited (‘‘Alpha Spring’’, a subsidiary of Zongyi)

To the best of the Directors’ knowledge, information and belief, having made all reasonable enquiries,
Alpha Spring and its ultimate beneficial owner(s) are third parties independent of the Company and its
connected persons.

Shareholding of the Joint Venture Company

The Company and Zongyi (through their respective wholly-owned subsidiary) will hold 65% and 35%
of the total equity interest of a joint venture company (the ‘‘JV Co’’) respectively which in turn is
expected to establish initially four wholly foreign-owned enterprises to carry out business operations in
connection with the vertically-integrated dairy value chain referred to above, primarily in the Jiangsu
province.

Upon formation, the JV Co will be a subsidiary of the Company.

Capital Commitments

It is agreed that the maximum equity funding to the JV Co will be RMB1,000,000,000 (equivalent to
approximately HK$1,261,830,000), and which shall be contributed by the Company and Alpha Spring
pro-rata of their respective equity interest in the JV Co at such time as may be required by the JV Co.

Board Composition

Pursuant to the JV Agreement, the board of directors of the JV Co shall consist of five directors with
board composition to be determined by reference to the parties shareholdings. At the time of
establishment, three directors shall be appointed by the Company (as majority shareholder) and the
remaining two by Alpha Spring (as minority shareholder). The board of directors of the wholly foreign-
owned enterprises to be established under the JV Co shall reflect the same board composition structure
with their respective legal representatives to be appointed by the Company.

Proposed Business Activities of the JV Co

The JV Co is established as the platform for the Company and Alpha Spring to cooperate in
establishing a vertically-integrated dairy value chain for feeds growing, dairy farming, processing, sales
and marketing of dairy products in Jiangsu, China for distributing consumer dairy products to East
China markets.

– 2 –



REASONS FOR AND THE BENEFITS OF THE PROPOSED JOINT VENTURE

As set out in the Announcement, the Group entered into a non-legally binding strategic framework
agreement with Sheyang County People’s Government to establish a vertically-integrated dairy value
chain for feeds growing, dairy farming, processing, sales and marketing of dairy products in Yancheng,
Jiangsu, China for distributing consumer dairy products to East China markets. The Group also entered
into a non-legally binding cooperative agreement with the management committee of the Sheyang City
Economic Zone (射陽港經濟區管委會) whereby the management committee shall facilitate the Group
to acquire land in Yancheng for use under the above project, together with the relevant logistical (such
as the paving of roads) and ancillary support (such as utility supplies) for the use of the above project.

In this regard, Zongyi has agreed to enter into the JV Agreement (through its subsidiary Alpha Spring)
to formalise its partnership with the Group in order to facilitate the Group in achieving its strategic
milestone to expand and penetrate into geographical end-markets beyond Northeast China, and to take
the Group a step closer to achieving its ultimate goal of expanding its operations throughout the
national dairy market in China, leveraging on Zongyi’s strong local presence.

LISTING RULES IMPLICATIONS

As the applicable percentage ratios under Rule 14.07 of the Listing Rules in respect of the transaction
contemplated under the JV Agreement do not exceed 5%, the establishment of the joint venture with
Alpha Spring does not constitute a notifiable transaction for the Company under Chapter 14 of the
Listing Rules. The Board, however, wishes to make a voluntary disclosure of the JV Agreement to
update shareholders of the Company in connection with the above project.

By order of the Board
China Huishan Dairy Holdings Company Limited

Michael Chou
Company Secretary

Shenyang, 3 November 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, Kwok Hok Yin and Mark Anthony Wilson, 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.

Unless otherwise specified and for illustration purpose only, the conversion of RMB into HK$ adopted in this

announcement is based on the exchange rate of HK$1.00 = RMB0.7925. Such conversion should not be construed as a

representation that the currency could actually be converted to HK$ at that rate or at all.
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