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CONTINUING CONNECTED TRANSACTION

On 25 September 2015, Liaoning Huishan, a wholly-owned subsidiary of the Company, entered into
the Framework Agreement with Liaoning Ainyveal. Pursuant to the Framework Agreement, Liaoning
Huishan and/or its wholly-owned subsidiaries (as vendors) will sell certain Saleable Cattle to
Liaoning Ainyveal and/or its wholly-owned subsidiaries (as purchasers). Such sales would enable the
Group to have an additional option of purchasers for their dairy cows which are low or no milk
yielding and non-milkable bull calves.

Liaoning Ainyveal is indirectly owned as to approximately 66.7% by Mr. Yang Kai, the controlling
Shareholder and an executive director of the Company, and his spouse, through Shenyang Huabao
Investment Co., Ltd.* (瀋陽華寶投資有限公司). Pursuant to Chapter 14A of the Listing Rules,
Liaoning Ainyveal is a connected person of the Company and wholly-owned subsidiaries of Liaoning
Ainyveal are also connected persons of the Company. Therefore, the Framework Agreement and the
transactions contemplated thereunder constitute continuing connected transactions of the Company.

Each of the relevant percentage ratios under the Listing Rules for the Annual Caps under the
Framework Agreement is more than 0.1% but less than 5%. As such, the Framework 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.

On 25 September 2015, Liaoning Huishan, a wholly-owned subsidiary of the Company, entered into the
Framework Agreement with Liaoning Ainyveal. Pursuant to the Framework Agreement, Liaoning
Huishan and/or its wholly-owned subsidiaries (as vendors) will sell certain Saleable Cattle to Liaoning
Ainyveal and/or its wholly-owned subsidiaries (as purchasers).
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A summary of principal terms of the Framework Agreement is set out below.

FRAMEWORK AGREEMENT

Date: 25 September 2015

Vendors: Liaoning Huishan and/or its wholly-owned subsidiaries

Purchasers: Liaoning Ainyveal and/or its wholly-owned subsidiaries

Subject: Saleable Cattle

Term: From 25 September 2015 to 31 March 2017, both dates inclusive. Subject to
compliance with the Listing Rules, parties may, by giving the other party
written notice one month before the expiry of the agreement, renew the term
of the Framework Agreement for two years.

Payment method: According to the Framework Agreement, once the purchase orders are agreed
between the parties, the purchaser shall pay 30% of total consideration to the
account of the vendor as a prepayment. The purchaser shall pay 65% of total
consideration within three working days from the date on which the Saleable
Cattle passes the quarantine inspection. The purchaser shall pay the remaining
5% to the account of the vendor as a quality guarantee fee within seven
working days from the first anniversary of passing the quarantine inspection.

Pricing policy: Before entering into the Framework Agreement, relevant members of the
Group have obtained quotations and other transaction terms (such as
transportation and payment methods) in relation to the Saleable Cattle from a
total of five independent third parties and Liaoning Ainyveal respectively
through open tender. After comparing the quotations and transaction terms
provided by different parties, the Group decided to price the Saleable Cattle
according to the average quotations obtained.

The unit price for dairy cows will be determined based on the gross weight of
cow at a price of RMB16 per kilogram with reference to the quotations from
independent third parties and Liaoning Ainyveal in the last month.
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The unit price for bull calves will be RMB1,300 per bull calf with reference
to the quotations from independent third parties and Liaoning Ainyveal in the
last month. According to the Framework Agreement, the purchaser must
inform the Group about the delivery address and instructions within ten days
(inclusive) upon successful payment of prepayment to the vendor. If the
Group does not receive delivery instructions from the purchaser within 10
days, the Group will charge a feeding fee of RMB30 per day for each bull
calf retained and the vendor has the right to cancel the order, forfeit the
prepayment and terminate the Framework Agreement.

All transactions contemplated under the Framework Agreement will be
conducted at the prices set out under this section. However, the Group may
obtain more updated market price information every three months during the
term of the Framework Agreement and determine whether the prices should be
adjusted according to the then prevailing market prices. The Group shall
inform the purchaser of such adjustment, if any, on a timely basis and such
adjusted price will be used for all transactions conducted after the price
adjustment.

ANNUAL CAPS

The annual aggregate transaction limits for the Group to dispose of the Saleable Cattle to the
purchasers under the Framework Agreement for each of the financial year ending 31 March 2016 and
2017 are as follows:

Financial year ending Annual Cap
(RMB)

31 March 2016 (from the date of
the Framework Agreement)

RMB170,000,000
(approximately HK$206,567,000)

31 March 2017 RMB196,000,000
(approximately HK$238,159,600)

Each of the above Annual Caps is determined on normal commercial terms with reference to the
number of cattle estimated to be sold by the Group, the amount of previous similar transactions of the
Group with other independent third parties for the financial year ended 31 March 2015 which
aggregated approximately RMB199,000,000 (approximately HK$241,804,900), and the average
prevailing market price of the relevant cattle.
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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. Its brand history can be traced back to
the early 1950s of the ‘‘Huishan’’ brand for dairy production and sales.

Liaoning Ainyveal and its wholly-owned subsidiaries are primarily engaged in, among other things,
beef slaughtering, processing and selling, processing and sales of livestock skins, wholesale and retail
of frozen fresh beef, sale of pre-packed food, processing and sales of frozen fresh beef, as well as
feeding of cows and breeding cattle. Save as Shenyang Huabao Investment Co., Ltd.* (瀋陽寶華投資有

限公司), the direct controlling shareholder of Liaoning Ainyveal, is a company directly wholly owned
by Mr. Yang Kai and his spouse, to the best of knowledge and information of the Directors after
making reasonable enquiry, other ultimate beneficial owners of Liaoning Ainyveal are third parties
independent of the Company and its connected persons.

REASONS FOR AND BENEFITS OF THE TRANSACTION

Every year, the Group will need to dispose of dairy cows that are of low or no milk yield and non-
milkable bull calves born to cows of the Group. Hence, the Group will need to spend time and
resources in negotiating with various third party purchasers in the market on price and terms of sales
every year.

Mr. Yang Kai is the controlling Shareholder and an executive Director of the Company, as well as the
indirect controlling shareholder of Liaoning Ainyveal. He has extensive experience in liquid milk dairy
processing and dairy cows breeding. The sales of Saleable Cattle to Liaoning Ainyveal, a company
controlled by Mr. Yang Kai, and/or its wholly-owned subsidiaries pursuant to the Framework
Agreement will provide another source of potential purchasers so as to secure a better or more stable
selling price, thereby ensuring a smooth sales process for the year and helping the Company save time
and expenses. In addition, taking into account that Liaoning Ainyveal has relatively large operating
scale with strong capital base, the Company believes that Liaoning Ainyveal is a reliable long-term
purchaser which can provide stable demand for the Saleable Cattle.

In light of the above, the Directors (including the independent non-executive Directors) are of the view
that the Framework Agreement (including the Annual Caps) and the transactions contemplated thereof
are on normal commercial terms or better and in the ordinary and usual course of business of the
Group, and are fair and reasonable and in the interests of the Company and the Shareholders as a
whole.

LISTING RULES IMPLICATIONS

Liaoning Ainyveal is indirectly owned as to approximately 66.7% by Mr. Yang Kai, the controlling
Shareholder and an executive director of the Company, and his spouse, through Shenyang Huabao
Investment Co., Ltd.* (瀋陽華寶投資有限公司). Pursuant to Chapter 14A of the Listing Rules,
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Liaoning Ainyveal is a connected person of the Company and wholly-owned subsidiaries of Liaoning
Ainyveal are also connected persons of the Company. Therefore, the Framework Agreement and the
transactions contemplated thereunder constitute continuing connected transactions of the Company.

Each of the relevant percentage ratios under the Listing Rules for the Annual Caps under the
Framework Agreement is more than 0.1% but less than 5%. As such, the Framework 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.

As Mr. Yang Kai has material interests in the Framework Agreement by virtue of his indirect equity
interests in Liaoning Ainyveal, Mr. Yang Kai had abstained from voting on the resolution approving
the Framework Agreement and transactions contemplated thereunder at the relevant board meeting.
None of the other Directors has any material interest in the Framework Agreement.

DEFINITIONS

In this announcement, unless the context otherwise requires, the following expressions have the
following meanings:

‘‘Annual Caps’’ the annual caps for the transaction amounts under the Framework
Agreement, the details of which are set out in the section headed
‘‘Annual Caps’’ herein

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

‘‘Company’’ China Huishan Dairy Holdings Company Limited (中國輝山乳業控股

有限公司), 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

‘‘Directors’’ the directors of the Company

‘‘Framework Agreement’’ the framework agreement dated 25 September 2015 entered into by
Liaoning Huishan and Liaoning Ainyveal in respect of the sale and
purchase of Saleable Cattle

‘‘Group’’ the Company and its subsidiaries

‘‘HK$’’ the lawful currency of the Hong Kong Special Administrative Region
of the PRC
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‘‘Liaoning Ainyveal’’ Liaoning Ainyveal Co., Ltd.* (遼寧福大牛業有限公司), a company
established with limited liability under the PRC laws and owned as to
approximately 66.7%, 26.7% and 6.6% by Shenyang Huabao
Investment Co., Ltd.* (瀋陽華寶投資有限公司), Yingde (Shanghai)
Equity Investment Partnership* (贏德（上海）股權投資合夥企業) and
Zhang Zhaoyou, respectively

‘‘Liaoning Huishan’’ Liaoning Huishan Dairy Group Co., Ltd.* (遼寧輝山乳業集團有限公

司), a company incorporated in the PRC and a wholly-owned
subsidiary of the Company

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

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

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

‘‘Saleable Cattle’’ dairy cows culled by the Group and/or bull calves born to cows of the
Group

‘‘Shareholders’’ holders of share(s) in issue of the Company

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

‘‘%’’ per cent.

For the purpose of this announcement, amounts denominated in RMB have been translated into HK$ at an exchange rate of

RMB1:HK$1.2151. No representation is made that any amounts in RMB and HK$ 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, 25 September 2015

As at the date of this announcement, the Board of the Company comprises Mr. Yang Kai, Ms. Ge Kun, Mr. So Wing Hoi,

Mr. Xu Guangyi and Mr. Kwok Hok Yin as executive Directors; Mr. Li Kar Cheung as a non-executive Director; Mr. Song

Kungang, Mr. Gu Ruixia, Mr. Tsui Kei Pang and Mr. Kan Yu Leung Peter as independent non-executive Directors.
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