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This announcement is made by the Board (the “Board”) of Directors (the “Directors™) of
Natural Dairy (NZ) Holdings Limited (the “Company”) pursuant to Rule 13.09(1) of the
Rules Governing the Listing of Securities on the Stock Exchange of Hong Kong Limited (the
“Listing Rules”).

CONDITIONS FOR RESUMPTION OF TRADING

At the request of the Company, trading in the ordinary shares of HK$0.10 each in the share
capital of the Company (the “Shares”) was suspended on 7 September 2010, pending the

release of an announcement which is price sensitive in nature.



As announced by the Company on 22 July 2011, given the Company’s circumstance, the
Stock Exchange of Hong Kong Limited (the “Stock Exchange”) advised the Company that it
should address the following conditions (the “Resumption Conditions”) before resumption of

trading in the Shares can take place:

(1) address matters related to acquisition of the entire interest of UBNZ Assets Holdings
Limited (the “Acquisition”), details of which are contained in the circular of the
Company dated 8 September 2009 (the “Circular”), and the placing of and subscription
for convertible bonds announced by the Company on 4 December 2009 and inform
the market of all material information that is necessary to appraise the position of the

Company and its subsidiaries (the “Group”) (the “Resumption Condition 17);

(2) address any concerns raised by the auditors through qualification in their audit report in
relation to the consolidated financial statements of the Company for the fourteen months
ended 31 May 2010 (the “Resumption Condition 2”); and

(3) demonstrate adequate financial reporting procedures and internal control system to meet

obligations under the Listing Rules (the “Resumption Condition 3”).

LATEST DEVELOPMENT

The Company has been taking steps to address the Stock Exchange’s concern and to satisfy
the Resumption Conditions. The Board sets out below the latest development on steps taken in

respect of each of the Resumption Conditions:

Resumption Condition 1

In order to resolve the outstanding issues in relation to the Acquisition, mainly among other
things, that the Overseas Investment Office of New Zealand declined the granting of its
consent to the acquisition of UBNZ Assets Holdings Limited by the Group (“OIO Approval
Issue”), the Company entered into a supplemental agreement on 8 December 2011 (the “2011
Supplemental Agreement”) to the Agreement (as amended by other prior supplemental
agreements), as defined in the Circular in relation to, among other things, the Acquisition, to
further amend the terms of the Acquisition. Pursuant to the 2011 Supplemental Agreement, the
Acquisition would not involve any acquisition of farm land in New Zealand in order to resolve
the OIO Approval Issue.



Furthermore, the Company also entered into a management agreement dated 8 December 2011
(the “Management Agreement”) in relation to the engagement of a third party independent
of, and not connected with, the Company or any directors, chief executive or substantial
shareholder of the Company, its subsidiaries or any of their respective associates and
connected persons (as defined under the Listing Rules) to take charge of the entire marketing
and distribution process of the Group’s dairy products in the People’s Republic of China
(“PRC”).

The Company has made submission to the Stock Exchange on 28 May 2012 giving details
of the 2011 Supplemental Agreement and the Management Agreement. The Company is also
preparing an announcement setting out details of the 2011 Supplemental Agreement and the
Management Agreement to inform its shareholders and the investing public with a view to

addressing the Resumption Condition 1.

Resumption Condition 2

The preceding auditor raised the following five audit qualifications in its audit report
contained in the Company’s annual report for the fourteen months ended 31 May 2010 (“2010
Annual Report”):

(a) scope limitation on the recoverability of available-for-sale investment with carrying
amount of HK$552,120,000;

(b) scope limitation on the recoverability of other receivables, deposits and prepayments
with carrying amount of HK$590,246,000;

(c) scope limitation on the ownership of subsidiaries and corresponding ownership of
mining exploration rights in relation to Chengde City Sanjin Mining Company Limited
(“Chengde Sanjin”) and Chengde City Shenlong Mining Company Limited (“Shenlong
Mining”);

(d) scope limitation on the completeness and accuracy of trade and bills payables with
carrying amount of HK$16,794,000, other payables and accrued charges with carrying
amount of HK$11,720,000 and tax payables with carrying amount of HK$2,156,000
attributed by certain subsidiaries of the Company, namely Qingdao Yongxinhui Mining
Company Limited, Chengde Sanjin and Shenlong Mining (collectively the “Mining
Group”); and



(e) scope limitation on opening balances and corresponding figures by the reason of the
corresponding figures presented in the current period’s consolidated financial statement,
was qualified by the preceding auditor because of the possible effect of the limitations
on the scope of the audit.

(Note: All figures above are extracted from the consolidated financial statements of the Company for the
fourteen months ended 31 May 2010 and its audit report.)

For details of these audit qualifications, please refer to pages 37 to 41 of the 2010 Annual
Report.

In its letter dated 8 July 2011, the Stock Exchange required the Company to address these
audit qualifications in the Resumption Condition 2.

On 29 September 2011, the Company published its annual report for the year ended 31 May
2011 (“2011 Annual Report”). It is noted that most of the aforesaid audit qualifications have
been removed and the remaining audit qualification contained in the auditor’s report is “scope
limitation on opening balances and corresponding ftigures”. Such scope limitation has two
aspects:

1.  As advised by the auditor, the auditor’s opinion on the consolidated financial statements
of the Group for the fourteen months ended 31 May 2010, which formed the basis
for the corresponding figures presented in the consolidated financial statements for
the year ended 31 May 2011, was qualified by the preceding auditor because of the
significance of the possible effect of the limitations on the scope of the audit. Therefore,
the comparative amounts for the period ended 31 May 2010 shown on the consolidated
financial statements for the year ended 31 May 2011 may not be comparable with the
amounts for the year ended 31 May 2011.

2. The Directors considered that the Group should not consolidate the results, assets and
liabilities of the Mining Group in the annual results of the Group as at 31 March 2009,
31 May 2010 and 31 May 2011 as the Group has no controls in the Mining Group (the
“Deconsolidation”) under Hong Kong Accounting Standards 27 (Revise) “Consolidated
and Separate Financial Statements”. The Directors made retrospective restatements in
relation to the Group’s investments in the Mining Group (the “Restatements”). As a
result of the Restatements, the corresponding figures for the year ended 31 March 2009
and for the period from 1 April 2009 to 31 May 2010 were restated.

The Deconsolidation took place during the financial year ended 31 May 2011 and all
Restatements have been made. As such, the consolidated financial statements of the
Group for the year ended 31 May 2011 should have reflected the financial positions of
the Group following the Deconsolidation.



As stated in the auditor’s report contained in the 2011 Annual Report, the auditor took the
view that any adjustments found to be necessary in respect of the two aspects above would
have a significant and consequential effect on the consolidated financial position of the Group
as at 31 March 2009, 31 May 2010 and 31 May 2011, the results and cash flows for the year
ended 31 March 2009, the period from 1 April 2009 to 31 May 2010 and the year ended 31
May 2011 and the related disclosure thereof in the consolidated financial statements.

Regarding the audit qualification on limitation of scope affecting opening balances and
corresponding figures, the auditor is of the view that when the Directors are satisfied that the
consolidated financial statements of the Group have been properly prepared and are able to
provide sufficient representation to the satisfaction of the auditor, the audit qualification on
limitation of scope affecting opening balances can be removed in the financial year ending 31
May 2012 and the audit qualification on limitation of scope affecting corresponding figures
can be removed in the financial year ending 31 May 2013.

Regarding the Restatements in relation to the Group’s investments in the Mining Group, as the
corresponding figures for the year ended 31 March 2009 and for the period from 1 April 2009
to 31 May 2010 were restated in the consolidated financial statements for the year ended 31
May 2011, the auditor advised that such audit qualification can be removed in the financial
year ending 31 May 2012 in the absence of unforeseeable circumstances.

Resumption Condition 3

As announced by the Company on 22 July 2011, Zenith Risk Management Advisory Limited
(“Zenith”) issued an internal control review report dated 19 July 2011 on the review of the
procedures, systems and control for the Company and certain subsidiaries of the Company
(the “Review”). The review period was from 1 June 2010 to 31 May 2011. The Review was a
focused review on Nation Resources Limited and Guoyuan Natural Dairy Products (Jiangxi)
Company Limited, being the principal operating companies of the Group in Hong Kong and
the PRC respectively.

The scope of the Review included evaluating the various components of the internal control
system under the Committee of Sponsoring Organisations of the Treadway Commission
(i.e. the COSO framework). It is stated in the report that the Review was oriented with
paragraph C.2.1 of the Corporate Governance Code which provides that “the directors should
at least annually conduct a review of the effectiveness of the issuers’ and its subsidiaries’
internal control systems and report to shareholders that they have done so in their Corporate
Governance Report. The review should cover all material controls, including financial,

operational and compliance controls and risk management functions.”



Subsequent to the internal control review report dated 19 July 2011, the Company has taken

the following steps to enhance the internal control and corporate compliance of the Group:

1.  segregation of the roles of Chairman and Managing Director of the Company. At present,
Chairman of the Company is Mr. Wu Nengkun and the Managing Director of the
Company is Mr. Luo Ji as set out in the 2011 Annual Report;

2. appointment of a Director of Compliance in March 2012 to assist the Company in the
application for resumption of trading of the Shares on the Stock Exchange; and

3. in addition to the audit committee and the remuneration committee, the establishment of
the nomination committee of the Board.

Furthermore, the Company contemplates to conduct a comprehensive internal control review
of the Group in second half of 2012.

GENERAL

Trading in the Shares has been suspended since 7 September 2010, pending the release of an
announcement which is price sensitive in nature. Trading in the Shares will remain suspended

until the Company can satisfy all the Resumption Conditions.

As mentioned above, the Company is preparing an announcement setting out details of the
2011 Supplemental Agreement and the Management Agreement to inform its shareholders
and the investing public with a view to addressing the Resumption Condition 1. The Company
will inform its shareholders and the investing public major development in respect of the

Resumption Conditions as soon as practicable.

By order of the Board
Natural Dairy (NZ) Holdings Limited
WU Nengkun

Chairman

Hong Kong, 8 June 2012
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