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CONTINUING CONNECTED TRANSACTIONS

On 31 March 2016, the Group entered into the Renewed Agreements with Shenyang Dairy and Dairy
Technology Center respectively in respect of the relevant dairy farms, pursuant to which the term of
the relevant leases is renewed for three years commencing from 1 April 2016 to 31 March 2019
(both dates inclusive).

As Shenyang Dairy is wholly-owned by Mr. Yang Kai and Ms. Ge Kun who are controlling
shareholders and directors of the Company and Dairy Technology Center is wholly owned by Mr. Xu
Guangyi, a director of the Company, Shenyang Dairy and Dairy Technology Center are connected
persons of the Company under the Listing Rules. The Renewed Agreements between the Group and
Shenyang Dairy and Dairy Technology Center respectively and the transactions contemplated
thereunder constitute continuing connected transactions pursuant to Chapter 14A of the Listing
Rules.

As the applicable percentage ratios for the annual caps under the Renewed Agreements between the
Group and Shenyang Dairy are more than 0.1% but less than 5%, such Renewed Agreements are
subject to the reporting, announcement and annual review requirements but exempt from the circular
(including independent financial advice) and Shareholders’ approval requirements under the Listing
Rules. Since the applicable percentage ratios for the annual caps under the Renewed Agreement
between the Group and Dairy Technology Center are less than 0.1%, such Renewed Agreement is
exempt from the reporting, announcement, circular (including independent financial advice),
Shareholders’ approval and annual review requirements under Chapter 14A of the Listing Rules.
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Certain indirect wholly-owned subsidiaries of the Company entered into dairy farm leases (as amended)
respectively with Shenyang Dairy and Dairy Technology Center in relation to the leasing of dairy
farms, premises, machinery and facilities for dairy livestock farming from Shenyang Dairy and Dairy
Technology Center for the period from 1 April 2013 to 31 March 2016.

On 31 March 2016, the Group entered into the Renewed Agreements with Shenyang Dairy and Dairy
Technology Center respectively in respect of the relevant dairy farms, pursuant to which the term of the
relevant leases is renewed for three years commencing from 1 April 2016 up to 31 March 2019 (both
dates inclusive).

Major terms of the Renewed Agreements between the Group and Shenyang Dairy:

Term of the
Renewed
Agreements Lessee Location Area Payment term

Annual
rent

(Mu) (RMB)

(i) 1 April 2016 to

31 March 2019

Taiping Farming Xinmin City, Liaoning

Province

242 Upfront payment

monthly

840,000

(ii) 1 April 2016 to

31 March 2019

Taiping Farming Xinmin City, Liaoning

Province

290 Upfront payment

monthly

840,000

(iii) 1 April 2016 to

31 March 2019

Yushu Farming Sujiatun District, Shenyang

City, Liaoning Province

208 Upfront payment

monthly

420,000

(iv) 1 April 2016 to

31 March 2019

Pengjia Farming Zhangwu County, Fuxin City,

Liaoning Province

630 Upfront payment

monthly

1,680,000

(v) 1 April 2016 to

31 March 2019

Pengjia Farming Zhangwu County, Fuxin City,

Liaoning Province

405 Upfront payment

monthly

840,000

(vi) 1 April 2016 to

31 March 2019

Pengjia Farming Zhangwu County, Fuxin City,

Liaoning Province

340 Upfront payment

monthly

840,000

(vii) 1 April 2016 to

31 March 2019

Pengjia Farming Zhangwu County, Fuxin City,

Liaoning Province

340 Upfront payment

monthly

840,000

(viii) 1 April 2016 to

31 March 2019

Liaoning Shiling

Farming

Xinchengzi District, Shenyang

City, Liaoning Province

152.4 Upfront payment

monthly

840,000

Total: 7,140,000
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Annual Caps of the Renewed Agreements between the Group and Shenyang Dairy

Set out below are the annual caps of total estimated annual rents payable by the Group for the next
three financial years ending 31 March 2019 under the Renewed Agreements with Shenyang Dairy:

Financial year ending Annual cap
(total rents payable for

each financial year)

31 March 2017 RMB7,140,000
(approximately HK$8,540,868)

31 March 2018 RMB7,140,000
(approximately HK$8,540,868)

31 March 2019 RMB7,140,000
(approximately HK$8,540,868)

The annual rent (being the annual cap) for each financial year under each of the Renewed Agreements
as set out above are determined based on normal commercial terms with reference to the rents for such
dairy farms paid by the Group for the period from 1 April 2013 to 31 March 2016 (being
RMB7,140,000 per year, equivalent to approximately HK$ 8,540,868) and the basis of rental payable
by the Group to independent third-parties for leasing of similar dairy farms on the market.

Major terms of the Renewed Agreement between the Group and Dairy Technology Center:

Term of the
Renewed
Agreements Lessee Location Area Payment term

Annual
rent

(Mu) (RMB)

(i) 1 April 2016 to

31 March 2019

Xiahe Farming Shenyang City, Liaoning

Province

63 Upfront payment

monthly

100,000

Total: 100,000
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Annual Caps of the Renewed Agreement between the Group and Dairy Technology Center

Set out below are the annual caps of total estimated annual rents payable by the Group for the next
three financial years ending 31 March 2019 under the Renewed Agreement with Dairy Technology
Center:

Financial year ending Annual cap
(total rents payable for each

financial year)

31 March 2017 RMB100,000
(approximately HK$119,620)

31 March 2018 RMB100,000
(approximately HK$119,620)

31 March 2019 RMB100,000
(approximately HK$119,620)

The annual rent (being the annual cap) for each financial year under this Renewed Agreement set out
above are determined based on normal commercial terms with reference to the rents for such dairy farm
paid by the Group for the period from 1 April 2013 to 31 March 2016 (being RMB100,000 per year,
equivalent to approximately HK$119,620) and the basis of rental payable by the Group to independent
third-parties for leasing of similar dairy farms on the market.

INFORMATION ON THE PARTIES

The Company is a leading and the most vertically integrated dairy company in China. Its business
model covers the entire production chain of dairy products including growing of alfalfa and
supplementary feeds, processing of concentrated feeds and dairy farming. The Company’s brand history
can be traced back to the early 1950s for dairy production and sales under the ‘‘Huishan’’ brand.
Taiping Farming, Yushu Farming, Pengjia Farming, Liaoning Shiling Farming and Xiahe Farming are
all indirect wholly-owned subsidiaries of the Company, mainly engaging in dairy farming.

Shenyang Dairy is mainly engaged in leasing of its proprietary plants and food technology
development.

Dairy Technology Center is mainly engaged in product research and development, and technical
consulting services in the dairy industry.
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REASONS FOR AND BENEFITS OF THE TRANSACTIONS

Mr. Yang Kai and Ms. Ge Kun are the only shareholders of Shenyang Dairy and Mr. Xu Guangyi is
the sole shareholder of Dairy Technology Center. They possess years of experience in dairy farming,
dairy farm design and supporting infrastructure. They can ensure that the dairy farms leased under the
Renewed Agreements fully meet the Company’s requirements, without the need for the Company to
make substantial investments in dairy farms and hence reduce the Company’s capital expenditures. The
entering into of the Renewed Agreements can also avoid relocation of dairy cattles among different
dairy farms, ensuring stability of milk production in dairy cattles and avoiding extra administrative
expenses resulting from relocation of dairy farms.

In light of the above, the Directors, including the independent non-executive Directors, are of the view
that the transactions contemplated under the Renewed Agreements are on normal commercial terms or
better to the Company and are in the ordinary and usual course of business of the Group. The terms
(including annual caps) of the Renewed Agreements are fair and reasonable and in the interests of the
Company and the Shareholders as a whole.

LISTING RULES IMPLICATIONS

As Shenyang Dairy is wholly-owned by Mr. Yang Kai and Ms. Ge Kun who are controlling
shareholders and directors of the Company and Dairy Technology Center is wholly owned by Mr. Xu
Guangyi, a director of the Company, Shenyang Dairy and Dairy Technology Center are connected
persons of the Company under the Listing Rules. The Renewed Agreements between the Group and
Shenyang Dairy and Dairy Technology Center respectively and the transactions contemplated
thereunder constitute continuing connected transactions pursuant to Chapter 14A of the Listing Rules.

Since the applicable percentage ratios for the annual caps under the Renewed Agreements between the
Group and Shenyang Dairy are more than 0.1% but less than 5%, such Renewed Agreements are
subject to the reporting, announcement and annual review requirements but exempt from the circular
(including independent financial advice) and Shareholders’ approval requirements under the Listing
Rules. Since the applicable percentage ratios for the annual caps under the Renewed Agreement
between the Group and Dairy Technology Center are less than 0.1%, such Renewed Agreement is
exempt from the announcement, reporting, annual review, circular (including independent financial
advice) and Shareholders’ approval requirements under Chapter 14A of the Listing Rules.

Mr. Yang Kai and Ms. Ge Kun by virtue of their equity interests in Shenyang Dairy and Mr. Xu
Guangyi by virtue of his equity interests in Dairy Technology Center have material interests in the
Renewed Agreements with Shenyang Dairy and Dairy Technology Center respectively. Mr. Yang Kai,
Ms. Ge Kun and Mr. Xu Guangyi had abstained from voting on the board resolution of the Company
approving the Renewed Agreements and the transactions contemplated thereunder. None of the other
Directors has any material interest in the Renewed Agreements.
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DEFINITIONS

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

‘‘Board’’ the board of Directors of the Company

‘‘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

‘‘Dairy Technology Center’’ Dairy Technology Center of Shenyang Dairy*, (瀋陽乳業奶業技術中

心), a company with limited liability established under the laws of the
PRC which is wholly-owned by Mr. Xu Guangyi

‘‘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

‘‘Liaoning Shiling Farming’’ Liaoning Shiling Farming Co., Ltd.* (遼寧世領自營牧場有限公司), a
company with limited liability established under the laws of the PRC
which is an indirect wholly-owned subsidiary of the Company

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

‘‘Pengjia Farming’’ Liaoning Huishan Group Pengjia Farming Co., Ltd.* (遼寧輝山乳業集

團彭家牧業有限公司), a company with limited liability established
under the laws of the PRC which is an indirect wholly-owned
subsidiary of the Company

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

‘‘Renewed Agreements’’ the renewed agreements entered into by certain indirect wholly-owned
subsidiaries of the Company respectively with Shenyang Dairy and
Dairy Technology Center in relation to leases of dairy farms

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

‘‘Shareholders’’ holders of share(s) in issue of the Company
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‘‘Shenyang Dairy’’ Shenyang Dairy Co., Ltd.* (瀋陽乳業有限責任公司), a company with
limited liability established under the laws of the PRC which is
wholly-owned by Mr. Yang Kai and Ms. Ge Kun

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

‘‘Taiping Farming’’ Liaoning Huishan Group Taiping Farming Co., Ltd.* (遼寧輝山乳業集

團太平牧業有限公司), a company with limited liability established
under the laws of the PRC which is an indirect wholly-owned
subsidiary of the Company

‘‘Xiahe Farming’’ Liaoning Huishan Group Xiahe Farming Co., Ltd.* (遼寧輝山乳業集

團峽河牧業有限公司), a company with limited liability established
under the laws of the PRC which is an indirect wholly-owned
subsidiary of the Company

‘‘Yushu Farming’’ Liaoning Huishan Group Yushu Farming Co., Ltd.* (遼寧輝山乳業集

團榆樹牧業有限公司), a company with limited liability established
under the laws of the PRC which is an indirect wholly-owned
subsidiary of the Company

‘‘%’’ Percentage

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

RMB1: HK$1.1962. No representation is made that any amounts in RMB and HK$ 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, 31 March 2016

As at the date of this announcement, the board of directors 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. Kan Yu Leung Peter, Mr. Song Kungang, Mr. Gu Ruixia, and Mr. Tsui Kei Pang as independent non-executive

Directors.
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