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SUPPLEMENTAL ANNOUNCEMENT

Reference is made to the announcement of China Modern Dairy Holdings Ltd. (the

“Company”) dated December 12, 2016 in relation to the Supplemental Deed entered

into between, amongst others, the Company and Success Dairy II Limited, pursuant

to which (1) the Company grants to the Investor the Investor Option pursuant to

which the Investor shall have the right, but not an obligation, to request the Company

to pay the Consideration to terminate the Valuation Adjustment; and (2) the Investor

grants to the Company the Call Option pursuant to which the Company shall have the

right, but not an obligation, to request the Investor to sell all, but not part of, the

Subject Shares to the Company or a purchaser designated by the Company (the

“Announcement”). Unless otherwise defined, capitalised terms used in this

announcement shall have the same meanings as those defined in the Announcement.

The Company would like to clarify and supplement the information contained in the

Announcement as follows:

Investor Option

The maximum number of Consideration Shares which may be issued by the Company

pursuant to the Supplemental Deed shall be 488,036,618 Shares. In the event that the

Investor exercises the Investor Option, the Company will issue the Consideration

Shares pursuant to the general mandate granted by the shareholders of the Company

at the annual general meeting held on June 3, 2016.
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Call Option

The Call Option allows the Company to terminate its obligations under the Valuation

Adjustment mechanism at a discounted price to the Original Guaranteed Value. The

Company proposes to exercise the Call Option when it procures a third party which

is willing to purchase the Subject Shares. The Company will take into account the

following factors when making the decision:

(1) the prevailing market price of the Shares;

(2) the purchase price offered by the potential purchaser, and the difference between

such purchase price and the exercise price of the Call Option, if any; and

(3) whether the Company has sufficient financial resources to make up the above

difference in price.

General

The Investor Option and the Call Option are mutually exclusive. The Investor Option

will be terminated immediately upon the exercise of the Call Option and vice versa.

Pursuant to the terms of the Share Purchase Agreement and the Supplemental Deed,

in the event that either the Investor Option or the Call Option is exercised, the

consideration to be paid by the Company will not exceed US$277.2 million, taking

into account the Subject Shares and any further Shares or cash to be paid by the

Company pursuant to the Supplemental Deed.
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