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CONNECTED TRANSACTION

ACQUISITION OF RENEWABLE ENERGY COMPANY

The Board is pleased to announce that on 29 September 2015, the Purchaser (an indirect wholly-
owned subsidiary of the Company) and the Vendors entered into the Agreement, pursuant to which
the Purchaser agreed to acquire from the Vendors the entire equity interest in the Renewable Energy
Company for a total cash consideration of RMB83,200,000 (equivalent to approximately
HK$101,204,480).

The Board believes that the Acquisition would make available to the Company a significant business
opportunity and the Group envisions to become China’s largest renewable energy company and
China’s largest organic fertiliser producer in due course contributing substantive and stable income
streams to the Group.

The Vendors are Mr. Yang Kai, chairman, executive director and controlling shareholder of the
Company, and his son Mr. Yang Jianing. Accordingly, the transaction under the Agreement
constitutes a connected transaction for the Company under Rule 14A.23 of the Listing Rules. As the
relevant percentage ratios under Rule 14.07 of the Listing Rules in respect of the Agreement are
more than 0.1% but less than 5%. Accordingly, the Agreement is subject to the reporting and
announcement requirements but is exempt from circular (including independent financial advice) and
shareholders’ approval requirements under Rule 14A.76 of the Listing Rules.
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The Board is pleased to announce that on 29 September 2015, the Purchaser (an indirect wholly-owned
subsidiary of the Company) and the Vendors entered into the Agreement, pursuant to which the
Purchaser agreed to acquire from the Vendors the entire equity interest in the Renewable Energy
Company for a total cash consideration of RMB83,200,000 (equivalent to approximately
HK$101,204,480).

The transaction under the Agreement constitutes a connected transaction under the Listing Rules. The
principal terms of the Agreement are as follows:

THE AGREEMENT

Date: 29 September 2015

Vendors: Mr. Yang Kai (chairman, executive director and controlling shareholder of the
Company).

Mr. Yang Jianing, son of Mr. Yang Kai

Purchaser: Liaoning Huishan Dairy Group Limited (遼寧輝山乳業集團有限公司), an indirect
wholly-owned subsidiary of the Company

Subject
matter:

the acquisition of the entire equity interest in the Renewable Energy Company

Consideration: The consideration for the Acquisition is RMB83,200,000 (equivalent to
approximately HK$101,204,480), which was determined and shall be payable by the
Purchaser to the Vendors as follows:

The consideration for the Acquisition was arrived at after arm’s length negotiations
between the Group and the Vendors, having taken into account the following factors
of the Renewable Energy Group (i) the paid up registered capital of RMB100 million
(equivalent to approximately HK$121,640,000) of the Renewable Energy Company;
(ii) the unaudited consolidated net asset value of the Renewable Energy Group in the
amount of approximately RMB83,202,943 (equivalent to approximately
HK$101,208,059) as at 31 August 2015; and (iii) the valuation of the Renewable
Energy Group at RMB94,425,000 (equivalent to approximately HK$114,858,570) as
at 31 August 2015. Such valuation was carried out by Crowe Horwath (國富浩華(香
港)咨詢評估有限公司), a firm of independent valuers. The consideration for the
Acquisition will be funded by internal financial resources of the Group and will be
settled by cash in full within 15 days after the date of the Agreement.
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Completion: The completion of the Acquisition shall take place on the later of: (i) the 15th day
after the date of the Agreement; and (ii) the date of completion of all statutory filings
and registration procedures for transfer of ownership of Renewable Energy Company.
This is currently expected to be on or before 30 November 2015.

If the Vender fails to complete the above statutory filings and registration procedures
on or before the Completion Date, the Purchaser shall have the right to terminate the
Agreement and obtain full refund of any payments made to the Vendors.

INFORMATION ON THE RENEWABLE ENERGY GROUP

The Renewable Energy Company is a company incorporated in the PRC in 2010 and is principally
engaged in holding equity interests in businesses engaged in environmentally-clean and renewable
energy generating activities. It currently holds 100% equity interest in 6 operating subsidiaries all
incorporated in the PRC, which together engage primarily in bio-waste processing for the production of
condensed natural gas ‘‘CNG’’ with organic fertilizer as a by-product. The Renewable Energy Company
has completed construction of its first CNG production facility in Faku County, Liaoning Province, the
PRC and has commenced trial production since August 2015.

Set out below is the unaudited consolidated financial information of the Renewable Energy Group for
the two years ended 31 December 2014 prepared in accordance with PRC GAAP:

For
the year ended
31 December

2014
(unaudited)
RMB million

For
the year ended
31 December

2013
(unaudited)
RMB million

Net loss before taxation 4.38 2.38
Net loss after taxation 4.38 2.38

As at
31 December

2014
(unaudited)
RMB million

As at
31 December

2013
(unaudited)
RMB million

Net assets 91.2 95.5
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The Renewable Energy Company and its subsidiaries were established by the Vendors. The assets of
the Renewable Energy Group is primarily the renewable energy processing facility which was acquired
by the Renewable Energy Group for approximately RMB198 million (equivalent to approximately
HK$240,847,200).

REASONS FOR AND BENEFITS OF ENTERING INTO THE AGREEMENT

As disclosed in the Company’s prospectus dated 13 September 2013, the Group has an ongoing bio-
waste cleaning arrangement with certain members of the Renewable Energy Group whereby the Group
supplies bio-waste produced by its cattle farms to the Renewable Energy Group, which at that time was
not appropriate for inclusion into the Group’s businesses as determined by the Board as it presented a
different investment risk profile than the Group’s main businesses. The Board believes that it is now an
opportune time to extend the scope of the Group’s business to include such renewable energy assets for
the following reasons and benefits:

. upon receiving necessary governmental approvals for its CNG production and sales, the former
bio-waste treatment assets have become renewable energy assets generating government-
encouraged, environmentally-friendly CNG as well organic fertilisers as by-product; use of
organic fertilisers is also promoted by the Chinese government as it aims to restrict growth of
chemical fertilisers. There are subsidies available to individual farmers who use organic fertilisers;

. the Company believes this could generate high return on capital given low set up capital is
required as government subsidies were recently put into effect where a bio-waste to renewable
energy facility could receive up to RMB50 million in government subsidies, significantly
minimizing the construction costs of about RMB80 million for building a standardized facility. The
recently completed facility in Faku County has been granted RMB50 million in subsidies by the
Liaoning provincial government (currently awaiting grant payment);

. with acquisition of renewable energy assets, the Group can further capitalise on value embedded
along the Group’s fully-vertically integrated supply chain;

. as the Group’s herd size expands, the renewable energy assets could provide significant, growing,
stable revenue and income streams for the Group, entirely unaffected by the dairy sector’s cyclical
movements, hedging the Group’s future earnings.

Taking into account the growth of the Group’s business operations, and in particular the herd size
expansion of the Group’s cattle (and in turn the volume of bio-waste the cattle produces), the Group
has plans to grow the Renewable Energy Group rapidly by constructing up to 10 bio-waste to
renewable energy facilities in the next two years. The Group envisions to become China’s largest bio-
waste to renewable energy company and China’s largest organic fertiliser producer in due course.

The Board believes that the Renewable Energy Group will develop into a major revenue, income and
growth contributor for the Group, and becoming a substantial business unit. Hence, the Group will
continue to seek opportunities to further expand its renewable energy business in the future.
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On the above basis, the Directors (including the independent non-executive Directors) are of the view
that whilst it is not in the ordinary and usual course of business of the Group, the Agreement is on
normal commercial terms or better to the Group, fair and reasonable and in the interests of the
Company and its shareholders as a whole.

INFORMATION OF THE PARTIES

The Company is a leading and the most vertically integrated dairy company in the PRC. 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’’ rand for dairy production and sales.

The Vendors comprise Mr. Yang Kai and his son Mr. Yang Jianing. Mr. Yang Kai is the chairman,
executive director and controlling shareholder of the Company and as at the date of this announcement,
owns 62% of the Renewable Energy Company. The balance of 38% is owned by his son Mr. Yang
Jianing as at the date of this announcement. As at the date of this announcement, Mr. Yang Kai and
Ms. Ge (an executive director of the Company and a party acting in concert with Mr. Yang) are
interested in an aggregate of 9,623,656,316 Shares, representing approximately 70.80% of the entire
issued share capital of the Company.

LISTING RULES IMPLICATIONS

Mr. Yang Kai is the chairman, executive director and controlling shareholder of the Company.
Therefore he and his son are connected persons of the Company. Accordingly, the transaction under the
Agreement constitutes a connected transaction for the Company under Rule 14A.23 of the Listing
Rules.

As the relevant percentage ratios under Rule 14.07 of the Listing Rules in respect of the Agreement are
more than 0.1% but less than 5%. Accordingly, the Agreement is subject to the reporting and
announcement requirements but is exempt from circular (including independent financial advice) and
shareholders’ approval requirements under Rule 14A.76 of the Listing Rules.

As Mr. Yang Kai is a party to the Agreement, he has a material interest and has abstained from voting
on the resolution approving the Agreement and the transactions contemplated thereunder at the relevant
board meeting.

None of the other Directors has any material interest in the Agreement and none of them have
abstained from voting on the board resolution approving the Agreement.
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DEFINITIONS

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

‘‘Agreement’’ the sale and purchase agreement dated 29 September 2015 entered into
between the Purchaser and the Vendors for the sale and purchase of the
entire equity interest in the Renewable Energy Company

‘‘Board’’ the board of Directors

‘‘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

‘‘Completion Date’’ on or before 30 November 2015 or such other date as the parties shall
agree in writing

‘‘Directors’’ the directors of the Company

‘‘Group’’ the Company and its subsidiaries

‘‘HK$’’ the lawful currency of the Hong Kong Special Administrative Region
of the PRC

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

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

‘‘Purchaser’’ Liaoning Huishan Dairy Group Limited, a company incorporated in
China with limited liability and an indirect wholly-owned subsidiary of
the Company

‘‘Renewable Energy
Company’’

兆基投資公司 (Zhao ji Investment*), a company incorporated in the
PRC and which is owned by Mr. Yang Kai as to 62% and Ms. Yang
Jianing as to 38% as at the date of this announcement

‘‘Renewable Energy Group’’ The Renewable Energy Company and its subsidiaries

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

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

‘‘Stock Exchange’’ The Stock Exchange of Hong Kong Limited
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‘‘Vendors’’ Mr. Yang Kai and Mr. Yang Jianing

‘‘%’’ per cent.

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

RMB1:HK$1.2164. No representation is made that any amounts in RMB and HK$ 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, 30 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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