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CONTINUING CONNECTED TRANSACTION

On 1 April 2015, Liaoning Huishan, an indirect wholly-owned subsidiary of the
Company, entered into the Lease Agreement with Shenyang Dairy pursuant to which
Liaoning Huishan (as lessee) would lease the Properties from Shenyang Dairy (as
lessor) during the term of the Lease Agreement.

Shenyang Dairy is wholly-owned by Mr. Yang Kai and Ms. Ge Kun, the controlling
Shareholders and the Directors. Shenyang Dairy is an associate of Mr. Yang Kai and
Ms. Ge Kun and a connected person of the Company for the purpose of the Listing
Rules. Therefore, the entering into of the Lease Agreement and the transaction
contemplated thereunder constitutes continuing connected transaction for the
Company under Chapter 14A of the Listing Rules.

The relevant percentage ratios under the Listing Rules for the Lease Annual Caps
are, on an annual basis, more than 0.1% but less than 5%.Accordingly, the Lease
Agreement and its respective annual caps are only subject to the reporting,
announcement and annual review requirements but exempt from the circular
(including independent financial advice) and shareholders’ approval requirements
under Chapter 14A of the Listing Rules.
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On 1 April 2015, Liaoning Huishan, an indirect wholly-owned subsidiary of the
Company, entered into the Lease Agreement with Shenyang Dairy pursuant to which
Liaoning Huishan (as lessee) would lease the Properties from Shenyang Dairy (as
lessor) during the term of the Lease Agreement.

A summary of some of the principal terms of the Lease Agreement is set out below.

LEASE AGREEMENT

Date: 1 April 2015

Parties: (1) Liaoning Huishan (lessee)
(2) Shenyang Dairy (lessor)

Subject matter: Liaoning Huishan would lease the Properties from Shenyang Dairy
during the term of the Lease Agreement.

The Properties consist of the production and operational
properties situated at Shenyang Shenbei Hushitai Street, 120
(瀋陽市沈北新區虎石臺北大街120號), with gross floor area of
approximately 113,303 square meters)

Term: The term of the Lease Agreement is for a period of 3 years from 1
April 2015 to 31 March 2018, both dates inclusive. Subject to
compliance with the Listing Rules, the parties may renew such
term upon expiry by entering into a new lease agreement.

Rental: RMB2,800,000 (equivalent to approximately HK$3,493,560 per
month) (that is RMB33,600,000 (equivalent to approximately
HK$41,922,720) per year)

Payment: Liaoning Huishan shall pay in cash an amount of RMB8,400,000
(equivalent to approximately HK$10,480,680) to Shenyang Dairy
on a quarterly basis under the Lease Agreement for leasing the
Properties.
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Pricing policy: The Group had based on a report from an independent valuer
appointed by the Company to determine the rental amount under
the Lease Agreement. The independent valuer had, among other
things,analysed the current market data for similar properties and
compared recent rental quotes from other independent third parties
leasing comparable premises in the near vicinity to provide the
Company with a proposed rental amount for the Properties which
is in line with the market rates of other third parties offering
premises of comparable size, use and location. The parties to the
Lease Agreement subsequently adopted such proposed amount by
the independent valuer as the rental to be paid under the Lease
Agreement.

Lease Annual Caps

The Lease Annual Caps for the aggregate rental payable under the Lease Agreement
for each of the three years ending 31 March 2018 are as follows:

Financial Year
ending

Annual Cap
(being the sum of rental payable

under such financial year)

31 March 2016 RMB33,600,000
(equivalent to approximately HK$41,922,720)

31 March 2017 RMB33,600,000
(equivalent to approximately HK$41,922,720)

31 March 2018 RMB33,600,000
(equivalent to approximately HK$41,922,720)

The above Lease Annual Caps represent the agreed fixed monthly rental on an annual
basis under the Lease Agreement which was arrived at on normal commercial terms
after arm’s length negotiation with reference to prevailing market rates for similar
premises in the same location.

INFORMATION ON THE PARTIES

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. The brand history can be traced back to the early 1950s of the ‘‘Huishan’’
brand for dairy production and sales. Liaoning Huishan is an indirect wholly-owned
subsidiary of the Company and its principal activities are dairy products production.
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The principal activities of Shenyang Dairy are the leasing of self-owned properties and
food technology development. The Properties were built, as required by Shenyang
government, using the relocation compensation for zoning reason.

REASONS FOR AND BENEFITS OF THE TRANSACTION

The Group is currently in need of improving the processing capacity of its liquid milk
and the Lease Agreement will enable the Group to utilise production facilities from
Shenyang Dairy to increase capacity without investing heavily in land, infrastructure
and other facilities. This helps to reduce the Group’s capital expenditure.

Mr. Yang Kai and Ms. Ge Kun are the sole shareholders of Shenyang Dairy, and they
have many years of experience in the liquid milk dairy processing business, plant
designs, construction, environmental protection, and other infrastructure knowledge to
ensure that the Properties to be leased under the Lease Agreement fully meet the
requirements of the Group. Having Mr. Yang Kai and Ms. Ge Kun involved in this
arrangement provides flexibility for adjustments to be made during installation of the
Group’s liquid milk processing equipment to ensure the smooth progress of the
installation of the Properties and saves time and costs.

In light of the above, the Directors (including the independent non-executive Directors)
are of the view that the Lease Agreement and the transactions contemplated there under
are conducted on an arm’s length basis, on normal commercial terms and in the
ordinary and usual course of business of the Group, and that the terms of the Lease
Agreement (including the Lease Annual Caps) are fair and reasonable and the Lease
Agreement is in the interests of the Group and the Shareholders as a whole.

LISTING RULES IMPLICATIONS

Shenyang Dairy is wholly-owned by Mr. Yang Kai and Ms. Ge Kun, the controlling
Shareholders and the Directors. Shenyang Dairy is an associate of Mr. Yang Kai and
Ms. Ge Kun and a connected person of the Company for the purpose of the Listing
Rules. Therefore, the entering into of the Lease Agreement and the transaction
contemplated thereunder constitutes continuing connected transaction for the Company
under Chapter 14A of the Listing Rules.

The relevant percentage ratios under the Listing Rules for the Lease Annual Caps are,
on an annual basis, more than 0.1% but less than 5%. Accordingly, the Lease
Agreement and its respective annual caps are only subject to the reporting,
announcement and annual review requirements but exempt from the circular (including
independent financial advice) and shareholders’ approval requirements under Chapter
14A of the Listing Rules.

– 4 –



As Mr. Yang Kai and Ms. Ge Kun have an interest in the Lease Agreement by virtue
of their interests in Shenyang Dairy, both Mr. Yang Kai and Ms. Ge Kun have
abstained from voting on the board resolution approving the Lease Agreement and the
transaction contemplated there under. None of the other Directors have any interest in
the Lease Agreement or are otherwise required to abstain from voting on the board
resolution to approve the Lease Agreement.

DEFINITIONS

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

‘‘associate’’ has the meaning ascribed to it under the Listing Rules

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

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

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

‘‘Group’’ the Company and its subsidiaries

‘‘HK$’’ Hong Kong dollar(s), the lawful currency of Hong
Kong Special Administrative Region of the PRC

‘‘Lease Agreement’’ the lease agreement dated 1 April 2015 and entered
into between Liaoning Huishan (as lessee) and
Shenyang Dairy (as lessor) in relation to the lease of
the Properties

‘‘Lease Annual Caps’’ the annual rental under the Lease Agreement for the
three years ending 31 March 2016, 31 March 2017 and
31 March 2018 respectively, details of which are set
out in this announcement

Liaoning Huishan’’ Liaoning Huishan Dairy Group (Shenyang) Co., Ltd*
(遼寧輝山乳業集團(瀋陽)有限公司), a limited liability
company established under the laws of the PRC and an
indirect wholly-owned subsidiary of the Company

‘‘Listing Rules’’ the Rules Governing the Listing of Securities on the
Stock Exchange
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‘‘PRC’’ The People’s Republic of China

‘‘Properties’’ the production and operational properties situated at
Shenyang Hushitai Street, 120 (瀋陽市沈北新區虎石

臺北大街120號), with gross floor area of
approximately 113,303 square meters)

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

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

‘‘Shenyang Dairy’’ Shenyang Dairy Co., Ltd.* (瀋陽乳業有限責任公司),
a limited liability company established under the laws
of the PRC and wholly owned by Mr. Yang Kai and
Ms. Ge Kun

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

‘‘%’’ percent.

For the purpose of this announcement, amounts denominated in RMB have been
translated into HK$ at an exchange rate of RMB1:HK$1.2477. No representation is
made that any amounts in RMB and HK$ can be or could have been converted at the
relevant dates at the above rates or at any other rates or at all.

* For identification purposes only

By order of the Board
China Huishan Dairy Holdings Company Limited

Yang Kai
Chairman

Shenyang, 27 March 2015

As at the date of this announcement, the board of Directors 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.
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