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INSIDE INFORMATION
ESTABLISHMENT OF VERTICALLY-INTEGRATED DAIRY VALUE CHAIN

OUTSIDE NORTHEAST CHINA

The Board is pleased to announce that after trading hours on 25 August 2014, the Group entered into
a 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.

On the same day and after trading hours, the Company also entered into a preliminary agreement to
partner with Zongyi for the implementation of the above project.

Shareholders and potential investors should exercise caution when dealing in the securities of
the Company.

This announcement is made by China Huishan Dairy Holdings Company Limited (the ‘‘Company’’
and, together with its subsidiaries, the ‘‘Group’’) pursuant to the Inside Information Provisions (as
defined in the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited
(‘‘Listing Rules’’)) under Part XIVA of the Securities and Futures Ordinance (Chapter 571 of the Laws
of Hong Kong) and Rule 13.09 of the Listing Rules.
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The board (the ‘‘Board’’) of directors of the Company is pleased to announce that after trading hours
on 25 August 2014, 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.

As part of the same strategic initiative, 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.

The entering into of these agreements represents a milestone in the Group’s strategic plan 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. Sheyang specifically is in a strategic location close to Jiangsu, Zhejiang and Anhui provinces
where there is a substantive market for dairy products.

The Board strongly believes the above could open up important new markets for the Group’s products,
with the Group’s particular emphasis on the pasteurized milk markets in Shanghai and provinces such
as Jiangsu, Zhejiang and Anhui. In Northeast China, the demand for pasteurized milk has continuously
increased over the past five years as a result of rising health consciousness and changes in consumption
preference. With the increase of disposable income and continued urbanization process, the growth is
expected to continue throughout China at an even faster pace than the growth of the overall liquid milk
market. For the Shanghai region for example, pasteurized milk accounts for nearly half of the liquid
milk market in terms of retail sales. The population of targeted East China markets of the above project
is estimated to be approximately 226 million (representing approximately 16.7% of the national
population of China and five times that of the Northeast region of China where the Group’s sales are
primarily carried out at the moment). It is close to other economically advanced regions within China
where the dairy market is several times larger than that of the Northeast region of China.

Sheyang County People’s Government is expected to support the Group’s dairy activities in (amongst
others) growing and processing of feeds as well as dairy farming for the production of quality milk.
Whilst the investment amount shall be subject to further agreement between the parties, it is expected
that the above project will require total funding of up to RMB2,500,000,000 (equivalent to
approximately HK$3,145,841,000), inclusive of the cost for acquiring land, constructing farms and
building processing plants for the purpose of establishing such a vertically-integrated dairy value chain,
for the period between September 2014 to December 2018.

In respect of the above project, the Board is also pleased to announce that Nantong Zongyi Investment
Co., Ltd* (南通綜藝投資有限公司) (‘‘Zongyi’’) has agreed to partner with the Group to further its
expansion of operations in China. Zongyi has been a partner of the Group since 2011 when it invested
in the Group as an exchangeable bondholder prior to the listing of the Company. As a long term
partner, Zongyi has been, and continues to be, very supportive of the Group’s strategic plans.
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A preliminary agreement confirming such partnership was signed between the Group and Zongyi
(through its subsidiary Alpha Spring Limited) after trading hours on 25 August 2014 whereby Zongyi
will co-invest in a joint venture company (which will be an indirect subsidiary of the Company) with
the Group. Whilst further terms on collaborations between the parties will be agreed in due course,
given the equity funding to the above joint venture company which will carry out the above project is
expected to be approximately RMB1,000,000,000 (equivalent to approximately HK$1,258,336,000),
Zongyi is expected to contribute approximately RMB350,000,000 (equivalent to approximately
HK$440,418,000), and become a 35% shareholder of such subsidiary of the Company, and such
subsidiary will be responsible for implementing the above project.

As part of the Zongyi Group (綜藝集團) family, Zongyi is a company established in China and is
principally engaged in equity investment, new energy business and information technology business.
The ultimate shareholders of Zongyi are third parties independent to our Company and its connected
persons. Zongyi Group is the founding shareholder of Jiangsu Yanghe Winery Company Limited (江蘇

洋河酒廠股份有限公司), a company listed on the Shenzhen Stock Exchange. Jiangsu Zongyi Co. Ltd,
(江蘇綜藝股份有限公司), the core operations of Zongyi Group, was listed on the Shanghai Stock
Exchange as early as 1996. With the well-established local presence of Zongyi, the proposed
partnership with Zongyi will combine the advantage of the Group’s high quality dairy products, its
vertically integrated business model together with Zongyi’s geographical advantages to implement the
Group’s strategic plan for expansion of its operations referred to above.

The Board wishes to emphasize that no binding agreement in relation to the above project with the
Sheyang County People’s Government and the management committee of Sheyang City Economic Zone
(射陽港經濟區管委會) has yet been entered into as at the date of this announcement. As such, the
above project may or may not proceed.

Should there be material developments to the above project, the Company shall update its shareholders
as and when appropriate.

Shareholders and potential investors should exercise caution when dealing in the securities of the
Company.

By order of the Board
China Huishan Dairy Holdings Company Limited

Michael Chou
Company Secretary

Shenyang, 25 August 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 and Kwok Hok Yin, as executive Directors; Cheng Chi Heng and Li Kar Cheung, as non-executive Directors;

Francis 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 = RMB0.7947. 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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