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IMPORTANT

If you are in any doubt about any of the contents of this prospectus, you should obtain independent professional advice.

N

Hang Fat Ginseng Holdings Company Limited
BB FBERBRAT

(incorporated in the Cayman Islands with limited liability)

GLOBAL OFFERING

Number of Offer Shares under the Global Offering : 500,000,000 Shares (subject to the Over-allotment Option)
Number of Hong Kong Offer Shares : 50,000,000 Shares (subject to adjustment)
Number of International Placing Shares : 450,000,000 Shares (subject to adjustment and the
Over-allotment Option)
Offer Price : Not more than HK$1.98 and expected to be not less than
HK$1.44 per Offer Share, plus brokerage of 1%,
SFC transaction levy of 0.003%, and Stock Exchange
trading fee of 0.005% (payable in full on application
in Hong Kong dollars and subject to refund)
Nominal value : HK$0.01 per Share
Stock code : 911

Sole Global Coordinator and Sole Sponsor
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Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited and Hong Kong Securities Clearing
Company Limited take no responsibility for the contents of this prospectus, make no representation as to its accuracy or completeness
and expressly disclaim any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the
contents of this prospectus.

A copy of this prospectus, having attached thereto the documents specified in the paragraph headed “Documents Delivered to the Registrar
of Companies” in Appendix VI to this prospectus, has been registered by the Registrar of Companies in Hong Kong as required by
section 342C of the Cap. 32 Companies (WUMP) Ordinance. The Securities and Futures Commission and the Registrar of Companies
in Hong Kong take no responsibility for the contents of this prospectus or any other document referred to above.

See the section headed “Risk Factors” in this prospectus for a discussion of certain risks that you should consider before investing
in the Shares.

The Offer Price is expected to be fixed by agreement between the Sole Global Coordinator (for itself and on behalf of the Underwriters)
and us, on the Price Determination Date. The Price Determination Date is expected to be on or around Friday, 20 June 2014 and, in
any event, not later than Wednesday, 25 June 2014. The Offer Price will be not more than HK$1.98 and is currently expected to be
not less than HK$1.44, unless otherwise announced. If, for any reason, the Offer Price is not agreed by Wednesday, 25 June 2014
between our Company and the Sole Global Coordinator (for itself and on behalf of the Underwriters), the Global Offering will not
proceed and will lapse.

Applicants under the Hong Kong Public Offering are required to buy, on application, the Maximum Offer Price of HK$1.98 per Offer
Share together with brokerage of 1%, SFC transaction levy of 0.003%, and Stock Exchange trading fee of 0.005%.

The Sole Global Coordinator (for itself and on behalf of the Underwriters) may, with our consent, reduce the number of Offer Shares
being offered under the Global Offering and/or the indicative offer price range below that stated in this prospectus (which is HK$1.44
to HK$1.98 per Offer Share) at any time on or prior to the morning of the last day for lodging applications under the Hong Kong
Public Offering. In such a case, notices of the reduction in the number of Offer Shares and/or the indicative offer price range will be
published in the South China Morning Post (in English) and the Hong Kong Economic Times (in Chinese), on the Stock Exchange’s
website at www.hkexnews.hk and on our Company’s website at www.hangfatg.com not later than the morning of the day which is the
last day for lodging applications under the Hong Kong Public Offering. Before submitting applications for Hong Kong Offer Shares,
applicants should have regard to the possibility that any announcement of a reduction in the number of Offer Shares being offered under
the Global Offering and/or the indicative offer price range may not be made until the day which is the last day for lodging applications
under the Hong Kong Public Offering. Further details are set out in the sections headed “Structure of the Global Offering” and “How
to Apply for Hong Kong Offer Shares” in this prospectus.

The obligations of the Hong Kong Underwriters under the Hong Kong Underwriting Agreement to subscribe or purchase, and to procure
applicants for the subscription or purchase of, the Hong Kong Offer Shares, are subject to termination by the Sole Global Coordinator
(for itself and on behalf of the Underwriters) if certain grounds arise prior to 8:00 a.m. on the day that trading in the Offer Shares
commences on the Stock Exchange. Such grounds are set out in the section headed “Underwriting” in this prospectus. It is important
that you refer to that section for further details.
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EXPECTED TIMETABLE

Latest time to complete electronic applications under the
HK eIPO White Form service through the designated website
at www.hkeipo.hk® .. ... ... . .. 11:30 a.m., Friday, 20 June 2014

Application lists open™® . . .. ... ... 11:45 a.m., Friday, 20 June 2014

Latest time to lodge WHITE and YELLOW application forms
and to give electronic application instructions to HKSCC® . . 12:00 noon, Friday, 20 June 2014

Latest time to complete payment of HK eI[PO White Form
applications by effecting internet banking transfer(s)
or PPS payment transfer(s). ... ... ... ... ... .. .. .. .. ... 12:00 noon, Friday, 20 June 2014

Application lists close® . ... ... ... ... . . .. . 12:00 noon, Friday, 20 June 2014

Announcement of:
— the Offer Price;
— an indication of the level of interest in the International Placing;
— the level of applications of the Hong Kong Public Offering; and
— the basis of allocation of the Hong Kong Offer Shares to be
published in the South China Morning Post (in English)
and the Hong Kong Economic Times (in Chinese) and
on the Stock Exchange’s website at www.hkexnews.hk and
our Company website at www.hangfatg.com on or before......... Thursday, 26 June 2014

Announcement of results of allocation (with successful applicants’
identification document numbers, where applicable) will be available
through a variety of channels, including the websites of the Stock
Exchange and our Company, as described in the section headed
“How to Apply for Hong Kong Offer Shares — Publication of results”
in this prospectus from. .. ... ... .. .. . Thursday, 26 June 2014

Results of allocations in the Hong Kong Public Offering will be available
at www.tricor.com.hk/ipo/result, with a “search by ID” function....... Thursday, 26 June 2014

Despatch of share certificates or deposit of the share certificates into
CCASS in respect of wholly or partially successful applications
on or before™ . . . e Thursday, 26 June 2014

Despatch of HK eIPO White Form e-Auto Refund payment
instructions/refund cheques in respect of wholly or partially

unsuccessful applications on or before®®. . .. ... ... ... ... .... Thursday, 26 June 2014

Dealings in Offer Shares on the Stock Exchange to commence on ......... Friday, 27 June 2014
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All times refer to Hong Kong local time, except as otherwise stated. Details of the structure of the Global Offering,
including its conditions, are set out in the section headed “Structure of the Global Offering” in this prospectus.

If there is a “black” rainstorm warning or a tropical cyclone warning signal number 8 or above in force at any time between
9:00 a.m. and 12:00 noon on Friday, 20 June 2014, the application lists will not open on that day. Further information
is set out in the section headed “How to Apply for Hong Kong Offer Shares — Effect of bad weather on the opening of
the application lists” in this prospectus.

You will not be permitted to submit your application through the designated website at www.hkeipo.hk after 11:30 a.m.
on the last day for submitting applications. If you have already submitted your application and obtained an application
reference number from the designated website prior to 11:30 a.m., you will be permitted to continue the application
process (by completing payment of application monies) until 12:00 noon on the last day for submitting applications,
when the application lists close.

Applicants who apply by giving electronic application instructions to HKSCC should refer to the section headed “How
to Apply for Hong Kong Offer Shares — Applying by giving electronic application instructions to HKSCC via CCASS”
in this prospectus.

Applicants who apply for 1,000,000 or more Hong Kong Offer Shares and have provided all information required by their
Application Forms may collect (where applicable) their refund cheques and/or (where applicable) share certificates from
the Hong Kong Branch Share Registrar, Tricor Investor Services Limited from 9:00 a.m. to 1:00 p.m. on Thursday, 26 June
2014 or any other date notified by us as the date of despatch of share certificates/e-Auto Refund payment instructions/
refund cheques. Applicants being individuals who are eligible for personal collection must not authorise any other person
to make their collection on their behalf. Applicants being corporations which are for personal collection must attend by
their authorised representatives bearing letters of authorisation from their corporations stamped with the corporations’
chops. Both individuals and authorised representatives (if applicable) must produce, at the time of collection, evidence
of identity acceptable to the Hong Kong Branch Share Registrar. Uncollected share certificates and refund cheques will
be despatched by ordinary post at the applicants’ own risk to the addresses specified in the relevant Application Forms
shortly thereafter. If you have applied for less than 1,000,000 Hong Kong Offer Shares, your share certificates (if applying
by using a WHITE Application Form or through the HK eIPO White Form service) and/or refund cheques (if applying
by using WHITE or YELLOW Application Form) will be sent to the address on the Application Form on Thursday, 26
June 2014 by ordinary post and at your own risk. Further information is set out in the section headed “How to Apply
for Hong Kong Offer Shares”. Share certificates will only become valid certificates of title provided that the Hong Kong
Public Offering has become unconditional and neither of the Underwriting Agreements has been terminated in accordance
with its terms. For applicants who apply by giving electronic application instructions, the relevant arrangements are set
forth under the section headed “How to Apply for Hong Kong Offer Shares — Applying by giving electronic application
instructions to HKSCC via CCASS” in this prospectus.

Refund payment will be made in respect of wholly or partially unsuccessful applications and in respect of successful
applications in the event that the Offer Price is less than the initial price per Offer Share payable on application.

For details of the structure of the Global Offering, including conditions of the Hong Kong

Public Offering, you should refer to the section headed “Structure of the Global Offering” in this

prospectus.
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SUMMARY

The summary below is only intended to provide a limited overview of information described
in more details elsewhere in this prospectus. As it is a summary, it does not contain all of the
information that may be important to you. You should therefore read this prospectus in its entirety
before making an investment decision. There are risks associated with any investment, some of the
particular risks in investing in the Shares are summarised in the section headed “Risk Factors” in
this prospectus. You should read that section carefully before investing in the Shares.

OVERVIEW

We were the largest first-level American Ginseng wholesaler in Hong Kong in terms of sales
revenue and sales volume in the years ended 31 December 2011, 2012 and 2013 and our market share
of the total revenue generated by the first-level American Ginseng wholesalers in Hong Kong was
over 50% for the year ended 31 December 2013, according to the Ipsos Report. First-level wholesalers
are wholesalers who directly source and import American Ginseng from Growers, Harvesters or
Bulk Exporters and wholesale to their customers. During our over 20 years in the American Ginseng
industry, under the skillful management of Mr. Matthew Yeung, our Chairman, Chief Executive Officer,
founder and one of our Controlling Shareholders, our business grew from a small private enterprise
into one of the leading players in the American Ginseng wholesale industry in Hong Kong. Hong
Kong is considered to be one of the most important American Ginseng shipping and receiving port
in the world. According to the Ipsos Report, in 2013, around 90.3% of Canada’s American Ginseng
exports and 45.9% of the United States’ American Ginseng exports were destined to Hong Kong.

We are primarily engaged in the sourcing and wholesaling of unprocessed American Ginseng,
a slow-growing perennial plant with fleshy roots that is an important medical herb. Various studies
associate the use of American Ginseng with improved short-term memory, lower fasting blood sugar
in type two diabetes patients and enhanced immunity. The high level of ginsenosides contained in
American Ginseng have been observed to stabilise insulin levels and lower blood sugar. American
Ginseng is also used in cosmetics and value-added American Ginseng products such as nutrition
supplement, and commodity products, including beverages, chewing gum and shampoo.

American Ginseng is classified into two major categories: Wild Ginseng (which is gathered
from the natural environment) and Cultivated Ginseng (which is farmed). Within the supply chain for
American Ginseng, Cultivated Ginseng is sourced from Growers whereas Wild Ginseng is sourced
from Harvesters. Growers and Harvesters sell American Ginseng to first-level wholesalers, either
directly or through Bulk Exporters. First-level wholesalers then sell unprocessed American Ginseng
either to secondary wholesalers (potentially through multiple layers of wholesalers), or to processors
or manufacturers of pharmaceutical products and American Ginseng products which then sort, grade,
cut and process the American Ginseng. Ultimately, the American Ginseng is sold to consumers through
retailers which operate retail shops or sales counters.

We do not cultivate or harvest American Ginseng. We purchase all of our unprocessed American
Ginseng from Growers and Bulk Exporters based in Canada and the United States and a relatively small
amount of processed American Ginseng from suppliers based in Hong Kong. We sell our American
Ginseng in Hong Kong to our customers who are primarily secondary wholesalers and retailers of
American Ginseng mainly based in Hong Kong, the PRC, Taiwan and Southeast Asia. We are also
engaged in retail sales of processed American Ginseng and Other Products through our retail outlet in
Sheung Wan, Hong Kong, and periodically through store-in-store concessions in selected hypermarkets
and supermarkets in Hong Kong.
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For further details of the regulations applicable to us and our business, please refer to the
section headed “Regulatory Overview” and the paragraphs headed “Risk Factors — We operate in a
highly regulated industry” and “Business — Special import/export requirements under CITES” in this
prospectus.

PRODUCTS

We principally sell Cultivated Ginseng, and, to a lesser extent, also offer Wild Ginseng and
Other Products to our customers. We offer our American Ginseng to customers in bulk form or
packaged form. Cultivated Ginseng is a kind of American Ginseng that is grown in tilled beds under
shades of artificial structures or under natural shade. Wild Ginseng is a kind of American Ginseng
that has been collected from the natural habitat. Other Products mainly comprise dried cordyceps,
cubilose, shiitake mushroom, black moss, dendrobium, pseudoginseng, deer tail, deer antler, Chinese
angelica, abalone, sea cucumber, scallops, shark fin, fish maw and saffron. The table below sets out
a breakdown of our revenue derived from each of our principal products during the years ended 31
December 2011, 2012 and 2013:

Year ended 31 December
2011 2012 2013
Revenue % of total ~ Revenue % of total ~ Revenue % of total
HK$’000 revenue  HK$'000 revenue  HK$’000 revenie

American Ginseng

— Cultivated Ginseng 439,234 98.4 403,758 82.0 675,079 88.5
- Wild Ginseng 5,290 1.2 38,617 7.8 50,799 6.7
Total American Ginseng 444,524 99.6 442,375 89.8 725,878 95.2
Other Products 1,856 0.4 49,901 10.2 37,092 4.8
Total 446,380 100.0 492,276 100.0 762,970 100.0

The following table sets forth a breakdown of the sales volume and average selling prices of
our Cultivated Ginseng and Wild Ginseng for the periods indicated:

Year ended 31 December

2011 2012 2013
Sales Average Sales Average Sales Average
volume selling price volume selling price volume selling price
KG HK$/KG KG HK$/KG KG HK$/KG
Cultivated Ginseng 1,060,065 4143 1,012,055 398.9 1,108,009 609.3
Wild Ginseng 379 13,957.8 2,782 13,881.0 2,919 17,402.9
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SALES CHANNELS

We principally sell our products through our wholesale channel, and also sell some of our
products at our retail outlet in Sheung Wan, Hong Kong, and periodically through store-in-store
concessions in selected hypermarkets and supermarkets in Hong Kong since 2013. The table below
sets out a breakdown of our revenue derived from our wholesale and retail operations during the
Track Record Period:

Year ended 31 December
2011 2012 2013
Revenue % of total ~ Revenue % of total ~ Revenue % of total
HKS$’000 revenue — HK$'000 revenue  HK$’000 reveniie

Wholesale operation 444,562 99.6 488,401 99.2 759,092 99.5
Retail operation 1,818 0.4 3,875 0.8 3,878 0.5
Total 446,380 100.0 492,276 100.0 762,970 100.0

Under our wholesale operation, we sell Cultivated Ginseng, Wild Ginseng and Other Products
to wholesale customers on an order-by-order basis. When our customers want to purchase a certain
type of product, they will contact us to make arrangements for visiting our warehouses in Hong Kong
to conduct a physical inspection on the products.

Negotiation on the terms of sales is generally conducted in person or via telephone during the
visit or shortly after visiting our warehouses. We are generally not responsible for any transportation
or insurance arrangements after products are retrieved from our warehouses or are delivered to the
port in Hong Kong. Our Directors confirm that we do not enter into any distribution or sales agency
agreements with any of our wholesale customers, nor do we enter into any long-term sales contracts
with them.

Under our retail operation, we sell processed Cultivated Ginseng, processed Wild Ginseng and
Other Products to retail customers at our outlet in Sheung Wan, Hong Kong, and processed Cultivated
Ginseng in our store-in-store concessions in selected hypermarkets and supermarkets in Hong Kong
since 2013.

CUSTOMERS

Customers of our wholesale operation mainly comprise secondary wholesalers and retailers of
American Ginseng and Other Products mainly based in Hong Kong, the PRC, Taiwan and Southeast
Asia. We have established long and stable relationships with many of our wholesale customers, most
of which have been dealing with us for over five years. We had approximately 62, 40 and 37 wholesale
customers for the years ended 31 December 2011, 2012 and 2013, respectively. We provide credit
periods ranging from 30 days to 90 days to a majority of our wholesale customers. For wholesale
customers which we consider creditable and will make large purchases, we may grant credit periods
of up to 180 days.
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We serve the customers of our retail operation who shop at our outlet in Sheung Wan, Hong
Kong or place orders through telephone, facsimile or email. In addition, we also operate store-in-store
concessions in selective hypermarkets and supermarkets in Hong Kong. Sales at our retail outlet are
paid for at the time of purchase by cash or credit cards.

For the years ended 31 December 2011, 2012 and 2013, sales to our five largest customers,
which were all customers of our wholesale operation, accounted for approximately 76.4%, 63.5%
and 66.5% of our revenue, and sales to our largest customer, for the years ended 31 December 2011,
2012 and 2013, accounted for approximately 27.6%, 15.3% and 26.0% of our revenue, respectively.
Our five largest customers during the Track Record Period are mainly based in Guangdong Puning
Chinese Herbal Medicine Market* (J& 3 5 H 45 4 5 3111 5) which is one of the major traditional
Chinese herbal medicine distribution centres in the PRC. For further details, please refer to the section
headed “Business — Customers and Sales” in this prospectus.

SUPPLIERS

Our suppliers mainly comprise Growers, Bulk Exporters (who consolidate shipments of American
Ginseng from other Growers or Harvesters for export) and suppliers of Other Products. We have
established long and stable relationships with our suppliers, most of whom have been supplying to
us for more than five years. For the years ended 31 December 2011, 2012 and 2013, we engaged
approximately 50, 90 and 56 suppliers respectively. Our purchase from the five largest suppliers of
our Group accounted for approximately 56.6%, 40.7% and 39.2% of our total purchases for the years
ended 31 December 2011, 2012 and 2013, respectively.

We do not cultivate or harvest American Ginseng. We purchase Cultivated Ginseng mainly
from Growers with the assistance of the Canadian Bulk Exporter located in Ontario, Canada. We
generally source Wild Ginseng from two Bulk Exporters located in the United States. Early in the
harvest season, we visit various Cultivated Ginseng farms in Canada to directly assess and obtain
information regarding the production volume and quality of Cultivated Ginseng. We also contact the
Bulk Exporters located in the United States directly to collect information on the selling price and
quantity of Wild Ginseng harvested. Purchase decisions will be made according to the price, volume
and product quality. The Growers are responsible for washing, drying and packaging the unprocessed
Cultivated Ginseng and Wild Ginseng before the products are shipped to Hong Kong. Whilst we have
a long-term exclusive agreement with the Canadian Bulk Exporter to arrange for customs formalities
and shipping of unprocessed Cultivated Ginseng from Canada, we have not entered into any long term
supply agreements with Growers for Cultivated Ginseng or Bulk Exporters of Wild Ginseng or other
suppliers and instead enter into individual purchase orders with them for purchases.

We also purchase Cultivated Ginseng, Wild Ginseng and Other Products on an ad hoc basis
mainly from suppliers based in Hong Kong. After we have inspected the quality of the products and
confirmed the purchase order, these suppliers are required to deliver the products to our warehouses in
Hong Kong. We normally receive credit terms of 90 days to 150 days from our suppliers. The largest
supplier of our Group, which was a Grower based in Canada and for the years ended 31 December
2011 and 2012 and another Grower also based in Canada for the year ended 31 December 2013,
accounted for approximately 17.3%, 12.3% and 10.4% of our total purchases for the years ended 31
December 2011, 2012 and 2013, respectively. For further details, please refer to the section headed
“Business — Purchasing” in this prospectus.
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COMPETITIVE STRENGTHS

We believe that the following competitive strengths have contributed to our success:

. The largest first-level American Ginseng wholesaler in Hong Kong in terms of sales
revenue and sales volume with a well-recognised brand

. Experienced management team with a proven track record

. We have quality and stable supply of unprocessed American Ginseng due to our specialised
skill in sourcing and valuable relationships with Growers, Bulk Exporters and other
suppliers

. Strategically located in Hong Kong, a leading hub for import and export of American
Ginseng

BUSINESS STRATEGIES

In order to enhance our competitiveness and achieve sustainable business growth, we plan to
pursue the following strategies:

. Strengthen purchasing power and continue to source quality American Ginseng from
Growers and Bulk Exporters

. Enhance brand image and promotion of the use of American Ginseng for health conscious
consumption

. Leverage on leading market position to diversity product offerings and expand our retail
network

RISK FACTORS

There are certain risks involved in our business and details of such risks are set out in the
section headed “Risk Factors” in this prospectus. Some of the material risks relating to our business
which our Directors consider appropriate include, but are not limited to:

. We rely on external Growers, Bulk Exporters and other suppliers for all of our supplies
of American Ginseng

. We operate in a highly regulated industry

. We are subject to various risks relating to Third Party Payments, including (i) possible

claims from Third Party Payers for return of funds as they were not contractually indebted
to our Group; (ii) possible claims from liquidators of the Third Party Payers; and (iii)
money laundering risk.

. We depend on the experience and industry expertise of our key executives and
personnel
. We derive a significant portion of our revenue from our five largest customers

REGULATIONS OF AMERICAN GINSENG

American Ginseng is classified as endangered species under CITES, which has been implemented
by legislation in member countries, including Canada, the United States, Hong Kong and the PRC in
respect of, among other things, the import and export of American Ginseng.
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Below is a summary of the requirements under CITES relevant to our business:

. Hong Kong: We import American Ginseng into Hong Kong. For all our imports of American
Ginseng, we are required to obtain a CITES certificate from the relevant authorities in
the country of export and (in the case of Wild Ginseng) an import licence issued by the
relevant authorities in Hong Kong. As we are involved in the export of American Ginseng
for some of our customers on a case by case basis, we are required to obtain a re-export
licence from the relevant authorities in Hong Kong. Our Directors confirm that we have
complied with these requirements during the Track Record Period and up to the Latest
Practicable Date.

. Canada: We purchase Cultivated Ginseng from Growers with the assistance of the Canadian
Bulk Exporter. All of the relevant requirements for the export of the Cultivated Ginseng
from Canada are handled by the Canadian Bulk Exporter and therefore we do not engage
in the export of Cultivated Ginseng from Canada. Canadian customers who purchase
American Ginseng from us handle relevant requirements for import of the American Ginseng
into Canada. We are only responsible for handling the import of Cultivated Ginseng into
Hong Kong, as described above. Therefore, we were not subject to CITES regulations in
Canada governing the export or import of Cultivated Ginseng during the Track Record
Period and up to the Latest Practicable Date. The Canadian Bulk Exporter was subject
to and has represented to us that it was in compliance with CITES regulations.

. The United States: We purchase Wild Ginseng from Bulk Exporters located in the United
States, in states including Ohio, Kentucky, Indiana and Pennsylvania. However, we do
not engage in the export of American Ginseng from the United States, as the export
formalities are handled by Bulk Exporters. We are only responsible for handling the
import of Wild Ginseng into Hong Kong. Therefore, we were not subject to the relevant
CITES requirements for the export of American Ginseng in the states of Ohio, Kentucky,
Indiana, Pennsylvania or under U.S. federal law during the Track Record Period and up
to the Latest Practicable Date.

. The PRC: Pursuant to the Regulations of the PRC on Protection of Wild Plants (H %
N B0 [ BT AR A P PR 7 06 191, the other relevant PRC regulations and the regulatory
practice of the competent authorities, a series of import and export certificates or
approvals (including a CITES certificate (J2 7 #E t 13 B &) and performance of other
statutory formalities is required for the export of American Ginseng from and the import
of American Ginseng into the PRC. Whilst we sell American Ginseng to PRC based
customers and purchase it from PRC based suppliers, we had no obligation to conduct
and had never intervened/involved in any formalities and/or procedures with respect to the
export of American Ginseng from the PRC to Hong Kong or the import of it from Hong
Kong into the PRC. All such transactions were completed in Hong Kong, and the import
and export formalities are independently handled by the customers, suppliers or their
designees. Therefore, we were not subject to the Regulations of the PRC on Protection
of Wild Plants and other relevant PRC regulations during the Track Record Period and
up to the Latest Practicable Date.
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NON-COMPLIANCE

Some of our subsidiaries incorporated in Hong Kong have on various occasions not complied
with certain statutory requirements under sections 111 and 122 of the Companies Ordinance, Chapter
32 of the Laws of Hong Kong, prior to 3 March 2014 (i.e. sections 431 and 610 of Cap. 622 Companies
Ordinance) while we failed to convene annual general meetings within the statutory period and laid
before them and their shareholders at each of the annual general meetings audited accounts made up
to a date falling not more than nine months before the date of the relevant annual general meeting.
Upon identification of the instances of non-compliance, we have taken corresponding steps to remedy
the non-compliance incidents.

HF Hong had not complied with the IRO as it has understated its profit in respect of which it
is required by the IRO to make a return primarily due to: (i) HF Hong had applied a fixed exchange
rate between CAD and HKD for the year of assessment from 2003/04 to 2007/08 for the calculation
of its costs of sales without taking into consideration of the exchange rate fluctuation; and (ii) HF
Hong took into account of non-deductible expenses and non-exempted gains for the year of assessment
of 2009/10 and 2010/11, and hence its profit for the years of assessment from 2003/04 to 2007/08
and from 2009/10 to 2010/11 was understated and the profit tax against HF Hong was undercharged
throughout the year of assessment from 2003/04 to 2010/11 (save for the year of assessment of
2008/09). Between March 2010 and March 2013, the IRD issued additional assessment demanding
final tax relating to the years of assessment and revised assessment demanding final tax for the years
from 2003/04 to 2007/08 and from 2009/10 to 2010/11 against HF Hong. HF Hong has agreed with
the IRD on the amount of additional tax payable of approximately HK$11,165,000 in aggregate for
the years of assessment from 2003/04 to 2007/08 and from 2009/10 to 2010/11 and tax penalty of
approximately HK$7,870,000. We have settled the entire amount outstanding with the IRD by 3 July
2013.

KEY OPERATIONAL AND FINANCIAL DATA
Selected data from our combined statements of profit or loss and other comprehensive income

Year ended 31 December

2011 2012 2013

HK$’000 HK$’000 HK$°000

Revenue 446,380 492,276 762,970
Gross profit 88,156 80,396 179,424
Profit before taxation 58,054 60,770 152,939
— excluding non-operating items* 51,807 37,044 152,288
Income tax expense (13,645) (28,428) (24,326)
Profit for the year 44,409 32,342 128,613
— excluding non-operating items* 38,162 8,616 127,962

Non-operating items include net rental income from investment property, sundry income, changes in fair value of
investment properties, changes in fair value of derivative financial instruments, gain on disposal of subsidiaries
and listing expenses.



SUMMARY

Selected data from our combined statements of financial position

As at 31 December

2011 2012 2013

HK$’000 HK$’000 HK$’000

Current assets 500,618 608,205 907,973
Current liabilities 644,007 583,746 759,307
Net current (liabilities)/assets (143,389) 24,459 148,666
Net assets 189,042 113,586 242,200

Selected data from our combined statements of cash flows

Year ended 31 December

2011 2012 2013

HK$’000 HK$ 000 HK$’000

Net cash from operating activities 175,276 4,786 48,081
Net cash (used in) from investing activities (154,621) 87,156 (21,900)
Net cash (used in) from financing activities (6,226) (95,925) 6,865

Selected financial ratios

Year ended 31 December

2011 2012 2013

Gross profit margin 19.7% 16.3% 23.5%
Net profit margin 9.9% 6.6% 16.9%
— excluding non-operating items 8.5% 1.8% 16.8%
Gearing ratio 274.0% 301.8% 149.3%
Current ratio 0.8 1.0 1.2

We experienced growth in revenue during the Track Record Period. Our revenue increased from
approximately HK$446.4 million in the year ended 31 December 2011 to approximately HK$763.0
million in the year ended 31 December 2013, representing a CAGR of approximately 30.7%.

Our gross profit increased from approximately HK$88.2 million in the year ended 31 December
2011 to approximately HK$179.4 million in the year ended 31 December 2013, representing a CAGR
of approximately 42.6%, despite a decrease in our gross profit by approximately HK$7.8 million, or
approximately 8.8%, from approximately HK$88.2 million for the year ended 31 December 2011 to
approximately HK$80.4 million for the year ended 31 December 2012.

Our net profit increased from approximately HK$44.4 million in the year ended 31 December
2011 to approximately HK$128.6 million in the year ended 31 December 2013, representing a CAGR
of approximately 70.2%, despite a decrease in our net profit by approximately HK$12.1 million, or
approximately 27.3%, from approximately HK$44.4 million for the year ended 31 December 2011 to
approximately HK$32.3 million for the year ended 31 December 2012.
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SUMMARY

Excluding the non-operating items, our adjusted net profit for the year increased from
approximately HK$38.2 million in the year ended 31 December 2011 to approximately HK$128.0
million in the year ended 31 December 2013, representing a CAGR of approximately 83.1%, despite
a decrease in our adjusted net profit by approximately HK$29.6 million, or approximately 77.5%,
from approximately HK$38.2 million for the year ended 31 December 2011 to approximately HK$8.6
million for the year ended 31 December 2012.

Our operating cash flows for the years ended 31 December 2011, 2012 and 2013 were
approximately HK$17.8 million, HK$14.2 million and HK$47.4 million, respectively. Our net cash
from operating activities for the years ended 31 December 2011, 2012 and 2013 were approximately
HK$175.3 million, HK$4.8 million and HK$48.1 million, respectively. The decrease in our net cash
from operating activities from approximately HK$175.3 million for the year ended 31 December 2011
to approximately HK$4.8 million for the year ended 31 December 2012 was mainly attributable to
the combined effect of (i) a decrease in our gross profit from approximately HK$88.2 million for the
year ended 31 December 2011 to approximately HK$80.4 million for the year ended 31 December
2012; and (ii) an increase in our purchases from approximately HK$211.4 million for the year ended
31 December 2011 to approximately HK$601.4 million for the year ended 31 December 2012, which
was mainly attributable to the increase in our purchases during the fourth quarter of 2012 in order to
meet our sales orders for first quarter of 2013.

The balance of our inventory as at 31 December 2011, 2012 and 2013 were approximately
HKS$132.4 million, HK$324.8 million and HK$563.7 million, respectively. As we generally begin
purchasing American Ginseng at the beginning of the harvest season, which is usually in the last
quarter of each calendar year while most of our sales are conducted in the first and second quarters of
the next calendar year, therefore our inventory balance at the end for each calendar year is relatively
high. In our anticipation of the continuous increase in the demand for American Ginseng, in particular
Cultivated Ginseng, which is in line with the Ipsos Report, we intend to further strengthen our
purchasing power after Listing. As a result, our operating results and cash flows may vary substantially
from period to period.

We recorded net current liabilities of approximately HK$143.4 million as at 31 December 2011,
mainly as a result of an increase in bank borrowings for the purchase of American Ginseng and our
investment in investment properties. Our net working capital improved to a net current asset position
of approximately HK$24.5 million as at 31 December 2012. This improvement was primarily due
to a decrease in bank borrowings from approximately HK$517.9 million as at 31 December 2011 to
approximately HK$342.8 million as at 31 December 2012.

Our net working capital further improved as at 31 December 2013 and recorded net current assets
of approximately HK$148.7 million. This improvement was primarily due to increase in inventories
from approximately HK$324.8 million as at 31 December 2012 to approximately HK$563.7 million
as at 31 December 2013 and an increase in bank balances and cash from approximately HK$14.2
million as at 31 December 2012 to approximately HK$47.4 million as at 31 December 2013.



SUMMARY

LISTING EXPENSES

We incurred approximately HK$10.6 million of expenses in connection with the Global Offering
during the Track Record Period. Assuming the Over-allotment Option is not exercised and the Offer
Price is HK$1.71 per Offer Share, being mid-point of the indicative Offer Price range set forth on the
cover page of this Prospectus, we expect to incur an additional HK$53.1 million in listing expenses
in connection with the Global Offering and the Listing after the Track Record Period, of which
approximately HK$16.1 million is expected to be charged to our administrative and other operating
expenses for the year ending 31 December 2014 and the remaining HK$37.0 million will be charged
against equity. We do not expect such listing expenses to have a material impact on our results of
operations for the year ending 31 December 2014.

OUR RECENT DEVELOPMENT

As at the Latest Practicable Date, there has been no material change to our business model and
product mix. Based on the unaudited consolidated management accounts for the four months ended
30 April 2014 of Hang Fat Group Holdings, the then holding company of our Group immediately
prior to Reorganisation completed on 23 May 2014, that were prepared by the directors of Hang Fat
Group Holdings in accordance with Hong Kong Accounting Standard 34 “Interim Financial Reporting”
issued by the HKICPA and reviewed by Deloitte Touche Tohmatsu, the reporting accountants of our
Company in accordance with the Hong Kong Standards on Review Engagements 2410 “Review on
Interim Financial Information Performed by the Independent Auditor of the Entity” issued by the
HKICPA, our revenue was approximately HK$705.0 million and our gross profit was approximately
HK$252.9 million. Our unaudited gross profit margin was approximately 35.9% for the four months
ended 30 April 2014, which represented a significant increase as compared to the gross profit margin
of approximately 23.5% for the year ended 31 December 2013. The average selling prices and
our gross profit margin for the sales of our Cultivated Ginseng, Wild Ginseng and Other Products
also increased during the same period. As at 30 April 2014, we had utilised banking facilities of
approximately HK$362.5 million and unutilised banking facilities of approximately HK$10.8 million.
Our comparative unaudited consolidated management accounts for the four months ended 30 April
2013 have not been reviewed.

Our Directors confirm that, as at the date of this prospectus, there has been no material adverse
change in our financial or trading position since 31 December 2013 and no event has occurred since 31
December 2013 that would materially and adversely affect the information shown in the Accountants’
Report set forth in Appendix I to this prospectus.
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SUMMARY

USE OF PROCEEDS

We estimate that we will receive net proceeds from the Global Offering of approximately

HK$791.2 million, after deducting the underwriting fees and commissions and other estimated expenses

payable by us in relation to the Global Offering, assuming the Over-allotment Option is not exercised
and the Offer Price is HK$1.71 per Offer Share, being mid-point of the indicative Offer Price range
set forth on the cover page of this prospectus. We intend to apply the net proceeds from the Global

Offering for the following purposes:

Amount of proceeds (%)

HK$553.9 million (70%)

HK$134.5 million (17%)

HK$23.7 million (3%)

HK$79.1 million (10%)

Intended application of proceeds

To strengthen our purchasing power and increase our market
share in the wholesale market of Cultivated Ginseng and Wild
Ginseng. Based on the current market demand and supply, our
Directors estimate that within the approximately HK$553.9
million, approximately 90% will be utilised for purchase of
Cultivated Ginseng and approximately 10% will be utilised
for purchase of Wild Ginseng, all of which will be offered for
sale to our customers. We will adjust the current estimation as
necessary with reference to the then market demand and supply
conditions.

To repay certain outstanding bank loans all of which are working
capital loans with interest rates ranging from 2.22% to 6% and
were drawdown in or after July 2009 and will be due before
February 2019.

To advertise and market our Hang Fat (1H#%) brand and expand
our retail presence through the establishment of store-in-store
concessions, to expand our retail operation department and
to recruit sales personnel for managing our store-in-store

concessions.

For general working capital and other general corporate
purposes.

Assuming the Over-allotment option is not exercised, if the Offer Price is set at HK$1.44,
being the low-end of the indicative Offer Price, or HK$1.98, being the high-end of the indicative
Offer Price, our net proceeds will be decreased to approximately HK$661.0 million or increased to

approximately HK$921.5 million, respectively. In the event that the Offer Price is set at the high-end

or low-end of the indicative Offer Price range or the Over-allotment Option is exercised, our intended

use of proceeds will be increased or decreased on a pro-rata basis.

DIVIDENDS AND DIVIDEND POLICY

Our Company has not declared or paid any dividends for the years ended 31 December 2011,

2012 and 2013.
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HF Hong declared and paid dividends of approximately HK$78.5 million and HK$61.3 million
to its shareholders during the years ended 31 December 2011 and 2012, respectively. In addition,
HF Ginseng Importer declared and paid a dividend of approximately HK$50.0 million during the
year ended 31 December 2012 to its shareholders. On 21 May 2014, each of HF Hong, HF Ginseng
Importer, HF Importer and Hang Fat (2013) declared and paid a dividend of HK$25 million, HK$50
million, HK$95 million and HK$40 million, to their respective shareholders, respectively. Subject to
the factors as disclosed in the section headed “Financial Information” of this prospectus, our Directors
currently intend to recommend an annual dividend of 50% of the net profit available for distribution
to our Shareholders for the year ending 31 December 2014 following the Global Offering, and an
annual dividend of no less than 30% of the net profit available for distribution to our Shareholders
in the subsequent years in foreseeable future. Such intention does not amount to any guarantee or
representation or indication that we must or will declare and pay dividends in such manner or declare
and pay any dividends at all; and our dividend policy may also change from time to time subject to
the factors described above.

SHAREHOLDER INFORMATION

Immediately following completion of the Capitalisation Issue and the Global Offering (before
taking into account Shares which may be issued pursuant to the exercise of the Over-allotment Option),
Cervera, Mr. Matthew Yeung, Mr. Jeffrey Yeung and Madam Fu will effectively hold approximately
60%, 47.25%, 22.5% and 5.25% of the total the issued share capital of our Company. For further details,
please refer to the sections headed “Relationship with Controlling Shareholders” and “Substantial
Shareholders” in this prospectus.

GLOBAL OFFERING STATISTICS®

Based on an Offer Based on an Offer
Price of HK$1.44 Price of HK$1.98
Market capitalisation of the Shares® HK$2,880,000,000 HK$3,960,000,000
Unaudited pro forma adjusted combined
net tangible asset
value per Share® HK$0.46 HK$0.59
Notes:
(D All statistics in this table do not take into account any Shares which may be allotted and issued pursuant to the
exercise of the Over-allotment Option or any options that may be granted under the Share Option Scheme.
2) The calculation of market capitalisation is based on 2,000,000,000 Shares expected to be in issue immediately
upon completion of the Global Offering.
3) The unaudited pro forma adjusted combined net tangible assets per Share has been arrived at after adjustments

referred to in the section headed “Financial Information — Unaudited pro forma adjusted combined net tangible
assets” in this prospectus and on the basis of 2,000,000,000 Shares in issue at the respective Offer Price of
HK$1.44 and HK$1.98 per Offer Share immediately following completion of the Global Offering.

- 12 -



DEFINITIONS

In this prospectus, unless the context otherwise requires, the following expressions shall
have the following meanings. Certain other terms are explained in the section headed “Glossary
of Technical Terms” in this prospectus.

“Ace Fame”

“Affiliate”

“Application Form(s)”

“Articles of Association”

or “Articles”

“associate(s)”

“Athena Power”

“Billion Victor”

“Billion Wealth”

“Board of Directors” or “Board”

“Business Day”

Ace Fame Management Limited, a company incorporated in the
BVI with limited liability on 10 March 2011 and 100% held
by Madam Fu as at the Latest Practicable Date; one of our
Controlling Shareholders

in relation to a body corporate, any subsidiary undertaking or
parent undertaking of such body corporate, and any subsidiary
undertaking of any such parent undertaking for the time being

WHITE application form(s), YELLOW application form(s) and
GREEN application form(s), or where the context so requires,
any of them, relating to the Hong Kong Public Offering

the articles of association of our Company adopted on 9 June
2014, and as amended, modified or supplemented from time to
time

has the meaning ascribed to it under the Listing Rules

Athena Power Limited, a company incorporated in the BVI with
limited liability on 10 June 2011 and 100% held by Mr. Matthew
Yeung as at the Latest Practicable Date; one of our Controlling
Shareholders

Billion Victor Enterprises Limited (& 247 B /A 7]), a company
incorporated in Hong Kong with limited liability on 26 February
2009, and an indirect wholly-owned subsidiary of our Company
prior to our Reorganisation. As at the Latest Practicable Date,
Billion Victor was no longer a subsidiary of our Group and was
wholly-owned by Mr. Matthew Yeung

Billion Wealth Overseas Limited, a company incorporated in the
BVI with limited liability on 20 March 2013, and an indirect
wholly-owned subsidiary of our Company

the board of Directors

a day which is not a Saturday, a Sunday or a public holiday in

Hong Kong and on which banks in Hong Kong are generally
open for business
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DEFINITIONS

“B VI”
“CAD”
“CAGR”

“Cap. 32 Companies (WUMP)
Ordinance”

s

“Cap. 622 Companies Ordinance’

“Capitalisation Issue”

“Cayman Companies Law” or
“Companies Law”

“Cayman Share Registrar”

“CCASS”

“CCASS Clearing Participant”

“CCASS Custodian Participant”

“CCASS Investor Participant”

“CCASS Participant”

“Cervera”

the British Virgin Islands
Canadian dollars, the lawful currency of Canada
compound annual growth rate

the Companies (Winding Up and Miscellaneous Provisions)
Ordinance, Chapter 32 of the Laws of Hong Kong, with effect
from 3 March 2014, as amended and supplemented from time
to time

the Companies Ordinance, Chapter 622 of the Laws of Hong
Kong, with effect from 3 March 2014 (known as the Companies
Ordinance, Chapter 32 of the Laws of Hong Kong, prior to
3 March 2014), as amended and supplemented from time to
time

the issue of Shares to be made upon capitalisation of the share
premium account of our Company as referred to in the section
headed “Further Information About Our Group — Resolution of
our Shareholders” in Appendix V to this prospectus

the Companies Law, Cap 22 (Law 3 of 1961, as consolidated
and revised) of the Cayman Islands

Codan Trust Company (Cayman) Limited

the Central Clearing and Settlement System established and
operated by HKSCC

a person admitted to participate in CCASS as a direct clearing
participant or general clearing participant

a person admitted to participate in CCASS as a custodian
participant

a person admitted to participate in CCASS as an investor
participant who may be an individual or joint individuals or a
corporation

a CCASS Clearing Participant, a CCASS Custodian Participant
or a CCASS Investor Participant

Cervera Holdings Limited, a company incorporated in the BVI
with limited liability on 21 January 2011, and held as to 63%,
30% and 7% by Mr. Matthew Yeung, Mr. Jeffrey Yeung and
Madam Fu, respectively as at the Latest Practicable Date; one
of our Controlling Shareholders
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“CMB International”,
“Sole Global Coordinator”,
“Sole Sponsor”

“CMBIS” or
“Stabilising Manager”

]

“Company” or “our Company’

“Controlling Shareholder(s)”

“Director(s)”

“Dongguan HF”

“Dragon Jump”

“Elegant Ocean”

“Flying Century”

“Fortune Gaining”

CMB International Capital Limited, a corporation licensed
under the SFO permitted to carry on Type 1 (dealing in
securities) and Type 6 (advising on corporate finance) of the
regulated activities (as defined in the SFO), acting as the sole
global coordinator and one of the joint bookrunners of the Global
Offering, and the sole sponsor of the Listing

CMB International Securities Limited, a corporation licensed
under the SFO permitted to carry on Type 1 (dealing in
securities) of the regulated activities (as defined in the SFO),
acting as one of the joint lead managers and the stabilising
manager of the Global Offering

Hang Fat Ginseng Holdings Company Limited (1H#7¥ 2 BK A
F/y 7)), a company incorporated in the Cayman Islands on 18
August 2011 as an exempted company with limited liability

has the meaning ascribed thereto under the Listing Rules and,
unless the context requires otherwise, refers to Cervera, Ace
Fame, Dragon Jump, Athena Power, Mr. Matthew Yeung, Mr.
Jeffrey Yeung and Madam Fu

director(s) of our Company or any of them

WL IR E I F 2 A BR/A R (Dongguan Nancheng Hang Fat
Ginseng Company Limited*), a company established in the
PRC with limited liability on 12 July 2011, and a then indirect
wholly-owned subsidiary of our Company. As at the Latest
Practicable Date, Dongguan HF was no longer a subsidiary of
our Group and was owned by an Independent Third Party

Dragon Jump Global Limited (¥ HEE %A BRZ 7)), a company
incorporated in the BVI with limited liability on 1 October 2009
and 100% held by Mr. Jeffrey Yeung as at the Latest Practicable
Date; one of our Controlling Shareholders

Elegant Ocean Limited (HEVE A BR/A F]), a company incorporated
in the BVI with limited liability on 3 January 2013, and an
indirect wholly-owned subsidiary of our Company

Flying Century Limited (&5 A PR/ 7]), a company incorporated
in Hong Kong with limited liability on 8 August 2003, and an
indirect wholly-owned subsidiary of our Company

Fortune Gaining Limited (i & A FR/A 1), a company incorporated

in Hong Kong with limited liability on 17 March 2009, and an
indirect wholly-owned subsidiary of our Company
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“Global Offering”

“Greatest Maker”

“Greatest Summit”

%

“Group”, “our Group”,
“We” OI‘ Géus?’

“Hang Fat (2013)”

“Hang Fat Group Holdings”

“Heng Xhin”

“HF Ginseng”

“HF Ginseng Importer”

the Hong Kong Public Offering and the International Placing

Greatest Maker Limited (3AF14 FR/A 7)), a company incorporated
in Hong Kong with limited liability on 23 May 2013, and an
indirect wholly-owned subsidiary of our Company

Greatest Summit Limited (55047 FR/A 7), a company incorporated
in Hong Kong with limited liability on 27 September 2013, and
an indirect wholly-owned subsidiary of our Company

our Company and its subsidiaries at the relevant time or,
where the context so requires, in respect of the period before
our Company became the holding company of its present
subsidiaries, the present subsidiaries of our Company or the
businesses operated by its present subsidiaries or (as the case
may be) its predecessor

Hang Fat Ginseng Importer (2013) Limited (fH#V¥ 2

(2013) A BRZF]), a company incorporated in Hong Kong with
limited liability on 24 May 2013, and an indirect wholly-owned
subsidiary of our Company

Hang Fat Group Holdings Limited, a company incorporated in
the BVI with limited liability on 18 June 2013, and a direct
wholly-owned subsidiary of our Company

Heng Xhin Group Company Limited (fii-04EEIARAF]), a
company incorporated in Hong Kong with limited liability on
30 April 2010 and held as to 51% and 49% by HF Hong and
Moment Design Company Limited, an Independent Third Party,
prior to our Reorganisation. As at the Latest Practicable Date,
Heng Xhin was no longer a subsidiary of our Group and had
been dissolved

Hang Fat Ginseng Company Limited (fH# 26 R AH]), a
company incorporated in Hong Kong with limited liability on
8 May 2013, and an indirect wholly-owned subsidiary of our
Company

Hang Fat Ginseng Importer Limited (#7217 A RAF]), a
company incorporated in Hong Kong with limited liability on
11 April 2011, and an indirect wholly-owned subsidiary of our
Company
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“HF Ginseng Retail”

“HF Ginseng Trading”

“HF Holdings”

“HF Hong”

“HF Importer”

“HK eIPO White Form”

“HK eIPO White Form

Service Provider”

“HKD”, “HK$” or “HK dollar(s)”

“HKFRS”

“HKICPA”

“HKSCC”

“HKSCC Nominees”

“Hong Kong” or “HK”

Hang Fat Ginseng (Retail) Limited ([H#2H (£#) ARA
F]), a company incorporated in Hong Kong with limited liability
on 8 May 2013, and an indirect wholly-owned subsidiary of our
Company

Hang Fat Ginseng Trading Company Limited (fH# ¥ 2% 5 H
F/v7]), a company incorporated in Hong Kong with limited
liability on 8 May 2013, and an indirect wholly-owned subsidiary
of our Company

Hang Fat Holdings Limited, a company incorporated in Hong
Kong with limited liability on 17 May 2010, and an indirect
wholly-owned subsidiary of our Company

Hang Fat Ginseng Hong Limited (fH#Z2HATHMRAF), a
company incorporated in Hong Kong with limited liability on
28 April 1989, and an indirect wholly-owned subsidiary of our
Company

Hang Fat Importer Limited (fE#7¥47A R/ F]), a company
incorporated in Hong Kong with limited liability on 23
November 2012, and an indirect wholly-owned subsidiary of
our Company

the application for Hong Kong Offer Shares to be issued in the
applicant’s own name by submitting applications online through
the designated website of HK eIPO White Form Service Provider
at www.hkeipo.hk

the HK eIPO White Form service provider designated by
our Company, as specified on the designated website at
www.hkeipo.hk

Hong Kong dollars, the lawful currency of Hong Kong

Hong Kong Financial Reporting Standards

Hong Kong Institute of Certified Public Accountants

Hong Kong Securities Clearing Company Limited

HKSCC Nominees Limited, a wholly-owned subsidiary of
HKSCC

the Hong Kong Special Administrative Region of the PRC
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“Hong Kong Branch Share
Registrar”

“Hong Kong Legal Counsel”

“Hong Kong Offer Shares”

[}

“Hong Kong Public Offering’

“Hong Kong Underwriters”

“Hong Kong Underwriting

Agreement”

“Independent Third Part(y)(ies)”

“International Placing”

“International Placing Agreement”

Tricor Investor Services Limited

Mr. George T.Y. Hui, barrister-at-law and legal counsel advising
on certain aspects of Hong Kong law

the 50,000,000 Shares being initially offered by our Company at
the Offer Price pursuant to the Hong Kong Public Offering (subject
to adjustment as described in the section headed “Structure of
the Global Offering” in this prospectus)

the offer for subscription of the Hong Kong Offer Shares to the
public in Hong Kong for cash (subject to adjustment as described
in the section headed “Structure of the Global Offering” in this
prospectus) at the Offer Price (plus brokerage fee of 1%, Stock
Exchange trading fee of 0.005%, and SFC transaction levy of
0.003%) on the terms and subject to the conditions described in
this prospectus and the Application Forms, as further described
in the section headed “Structure of the Global Offering — Hong
Kong Public Offering” in this prospectus

the underwriters listed in the section headed “Underwriting — Hong
Kong Underwriters” in this prospectus, being the underwriters
of the Hong Kong Public Offering

the underwriting agreement dated 16 June 2014 relating to the
Hong Kong Public Offering and entered into by our Company,
our executive Directors, our Controlling Shareholders, the Sole
Global Coordinator, the Sole Sponsor, the Joint Bookrunners,
the Joint Lead Managers and the Hong Kong Underwriters

a party or parties that is or are independent of and not connected
with (within the meaning of the Listing Rules) any Directors,
chief executive, substantial shareholders of our Company, our
subsidiaries or any of their respective associates

the conditional placing of the International Placing Shares by
the International Underwriters with professional and institutional
investors at the Offer Price, as further described in the section
headed “Structure of the Global Offering — International Placing”
in this prospectus

the international placing agreement relating to the International
Placing to be entered into on or about 20 June 2014 by our Company,
our executive Directors, our Controlling Shareholders, the Sole
Global Coordinator, the Sole Sponsor, the Joint Bookrunners,
the Joint Lead Managers and the International Underwriters
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“International Placing Shares”

“International Underwriters”

“IpSOS”

“IRD”

“IRO”

“Jiangxi HF”

“Joint Bookrunners”

“Joint Lead Managers”

“Latest Practicable Date”

“Listing”

“Listing Committee”

“Listing Date”

“Listing Rules”

the 450,000,000 Shares initially being offered by our Company
for subscription under the International Placing together, where
relevant, with any additional Shares that may be issued pursuant
to any exercise of the Over-allotment Option

the group of underwriters led by the Sole Global Coordinator,
which is expected to enter into the International Placing Agreement
to underwrite the International Placing

Ipsos Hong Kong Limited, an independent market research and
consulting company and an Independent Third Party

the Inland Revenue Department

the Inland Revenue Ordinance, Chapter 112 of the Laws of Hong
Kong

VG EEFE 2 A BR/A R (Jiangxi Hang Fat Ginseng Company
Limited*), a company established in the PRC with limited
liability on 5 August 2011, and a then indirect wholly-owned
subsidiary of our Company, and which was deregistered with

Nanchang Administration for Industry and Commerce on 8 May
2012

CMB International and Ping An

CMBIS and Ping An

10 June 2014, being the latest practicable date for the purpose
of ascertaining certain information contained in this prospectus

prior to its publication

listing of the Shares on the Main Board of the Stock
Exchange

the listing sub-committee of the board of directors of the Stock
Exchange

the date, expected to be on or about 27 June 2014, on which our
Shares are listed and from which dealings therein are permitted

to take place on the Stock Exchange

the Rules Governing the Listing of Securities on the Stock
Exchange (as amended from time to time)
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“Long Xi”

“Madam Fu”

“Main Board”

“Memorandum of Association”
or “Memorandum”

“Metro Victor”

“Mr. Jeffrey Yeung”

“Mr. Matthew Yeung”

“Offer Price”

“Offer Share(s)”

Long Xi Group Company Limited (BEEIEEARAF]), a
company incorporated in Hong Kong with limited liability on
12 May 2010, and an indirect wholly-owned subsidiary of our
Company

Ms. Fu Fung Sau, our executive Director and the mother of Mr.
Matthew Yeung and Mr. Jeffrey Yeung; one of our Controlling
Shareholders

the stock exchange (excluding the option market) operated by
the Stock Exchange which is independent from and operated
in parallel with the Growth Enterprise Market of the Stock
Exchange

the memorandum of association of our Company adopted
upon the incorporation of our Company, as amended from time
to time

Metro Victor Limited (HEE5 A BRZ 7), a company incorporated
in Hong Kong with limited liability on 4 August 2009, and an
indirect wholly-owned subsidiary of our Company prior to our
Reorganisation. As at the Latest Practicable Date, Metro Victor
was no longer a subsidiary of our Group and is wholly-owned
by Great Well Properties Limited, a company held by three
Independent Third Parties and Mr. Matthew Yeung was a director
thereof

Mr. Yeung Wing Kong, our executive Director, a son of Madam
Fu and younger brother of Mr. Matthew Yeung; one of our
Controlling Shareholders

Mr. Yeung Wing Yan, our executive Director, Chairman, Chief
Executive Officer, founder and a son of Madam Fu and elder brother
of Mr. Jeffery Yeung; one of our Controlling Shareholders

the final Hong Kong dollar offer price per Offer Share (exclusive
of brokerage fee of 1%, SFC transaction levy of 0.003% and
Stock Exchange trading fee of 0.005%) at which the Shares are
to be issued pursuant to the Global Offering, which will be not
more than HK$1.98 and is expected to be not less than HK$1.44,
to be determined as described in the section headed “Structure
of the Global Offering — Pricing of the Global Offering” in this
prospectus

the Hong Kong Offer Shares and the International Placing Shares
together, where relevant, with any additional Shares allotted and
issued pursuant to the exercise of the Over-allotment Option
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“Over-allotment Option”

“Ping An”

“PRC”, “China” or the “People’s
Republic of China”

ER)

“Price Determination Agreement

“Price Determination Date”

“Regulation S”

“Renminbi” or “RMB”

“Reorganisation”

the option expected to be granted by our Company to the Sole
Global Coordinator (on behalf of the International Underwriters),
pursuant to the International Placing Agreement, to require us
to issue and allot up to an aggregate of 75,000,000 additional
Shares at the Offer Price to, among other things, cover over-
allocations in the International Placing, if any, exercisable at any
time from the date of the International Placing Agreement until
the 30th day from the last day for the lodging of applications
under the Hong Kong Public Offering

Ping An of China Securities (Hong Kong) Company Limited, a
corporation licensed under the SFO to carry on Type 1 (dealing
in securities), Type 4 (advising on securities) and Type 9 (asset
management) of the regulated activities (as defined in the SFO),
acting as one of the joint bookrunners and one of the joint lead
managers of the Global Offering

the People’s Republic of China, which for the purposes of
this prospectus only (unless otherwise indicated) excludes Hong
Kong, Macau Special Administrative Region of the PRC and
Taiwan

the agreement to be entered into between our Company and
the Sole Global Coordinator (for itself and on behalf of the
Underwriters) on the Price Determination Date to record and
determine the Offer Price

on or about 20 June 2014 at which time the Offer Price is to
be determined, or such later time as our Company and the Sole
Global Coordinator (for itself and on behalf of the Underwriters)
may agree, but in any event not later than 25 June 2014

Regulation S under the U.S. Securities Act
Renminbi, the lawful currency of the PRC
the reorganisation arrangements we have undergone in preparation
for the listing of our Shares on the Stock Exchange, as described
in the sections headed “History and Reorganisation” in this

prospectus and “Further Information about our Group — Group
reorganisation” in Appendix V to this prospectus
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“Repurchase Mandate”

“SFC”

“SFO”

“Share(s)”

“Share Option Scheme”

“Shareholder(s)”

“Sparkling Square”

29

“Stock Borrowing Agreement

“Stock Exchange”

“Takeovers Code”

“Track Record Period”

“Underwriters”

“Underwriting Agreements”

the general unconditional mandate to repurchase Shares given to
our Directors by our Shareholders on 9 June 2014, particulars of
which are set forth in the section headed “Further Information
about our Group — Resolutions of our Shareholders” in Appendix
V to this prospectus

the Securities and Futures Commission of Hong Kong

the Securities and Futures Ordinance, Chapter 571 of the Laws of
Hong Kong, as amended and supplemented from time to time

ordinary shares in the capital of our Company with a nominal
value of HK$0.01 each

the share option scheme conditionally approved by our Shareholders
on 9 June 2014, the principal terms of which are summarised
in the paragraph headed “Other Information — Share Option
Scheme” in Appendix V to this prospectus

holder(s) of Shares

Sparkling Square Holdings Company Limited (¥ IF 2 &4 R 2
Fl), a company incorporated in the BVI with limited liability
on 21 March 2011, and an indirect wholly-owned subsidiary of
our Company

the stock borrowing agreement to be entered into on or about
20 June 2014 between Cervera and the Stabilising Manager

The Stock Exchange of Hong Kong Limited

The Hong Kong Code on Takeovers and Mergers, as amended
from time to time

the period comprising the years ended 31 December 2011, 2012
and 2013; the phrase “during the Track Record Period”, followed
by a series of figures or percentages, refers to information
relating to the years ended 31 December 2011, 2012 and 2013,
respectively

the Hong Kong Underwriters and the International
Underwriters

the Hong Kong Underwriting Agreement and the International
Placing Agreement
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“Union Field” Union Field Assets Limited (Bl &= AR /AF), a company
incorporated in the BVI with limited liability on 21 March 2011,
and an indirect wholly-owned subsidiary of our Company

“U.S.” or “United States” the United States of America, its territories, its possessions and
all areas subject to its jurisdiction

“U.S. Securities Act” the United States Securities Act of 1933, as amended
“USD”, “US$” or “U.S. dollar(s)”  United States dollars, the lawful currency of the United States

“Wealthy Harvest” Wealthy Harvest Enterprises Limited (& iAW AT, a
company incorporated in the BVI with limited liability on 11
January 2013, and an indirect wholly-owned subsidiary of our
Company

Unless otherwise expressly stated or the context otherwise requires, all data in this prospectus
are as of the Latest Practicable Date.

In this prospectus, the terms “associate”, “connected person”, “connected transaction”,
“subsidiary” and “substantial shareholder” shall have the meanings ascribed to them under the

Listing Rules, unless the context otherwise requires.

Certain amounts and percentage figures included in this prospectus have been subject to
rounding adjustments. Accordingly, figures shown as totals in certain tables may not be an arithmetic

aggregation of the figures preceding them.

In this prospectus, if there is any inconsistency between the Chinese names of the entities or
enterprises established in the PRC and their English translations, the Chinese names shall prevail.
The English translation of names or any descriptions in Chinese which are marked with “*” is for

identification purpose only.
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GLOSSARY OF TECHNICAL TERMS

This glossary contains explanations of certain terms and definitions used in this prospectus
in connection with our Group and business. The terms and their meanings may not correspond to
standard industry meaning or usage of those terms.

“American Ginseng”

“Bulk Exporter(s)”

“Canadian Bulk Exporter”

“Cultivated Ginseng”

“CITES”

“first-level American Ginseng
wholesaler(s)”

“ginseng”

“ginsenosides”

“Growers”

“Harvesters”

“Ipsos Report”

Panax quinquefolius L., a herbaceous perennial plant in the
Araliaceae family, which comprises Cultivated Ginseng and
Wild Ginseng

mainly comprise the individuals and companies who consolidate
shipments of American Ginseng from Growers or Harvesters for
export

the Bulk Exporter located in Ontario, Canada whose principal
business is to assist us with the export of Cultivated Ginseng
from Canada to Hong Kong, an Independent Third Party

the dried roots of American Ginseng grown in tilled beds under
shade of artificial structures or under natural shade

the Convention on International Trade in Endangered Species of
Wild Fauna and Flora signed in Washington D.C. on 3 March
1973, as amended from time to time

wholesalers who directly import American Ginseng from Growers,
Harvesters or Bulk Exporters

any one of eleven species of slow-growing perennial plants with
fleshy roots, belonging to the genus Panax of the Arliaceae
family

a class of steroid glycosides, and triterpene saponins, found
exclusively in the plant genus Panax

mainly comprise the individuals and businesses engaged in the
cultivation of Cultivated Ginseng

mainly comprise the individuals and businesses engaged in the
harvesting of Wild Ginseng

areport dated 12 June 2014 about the American Ginseng market
commissioned by our Group and prepared by Ipsos Hong Kong
Limited, an Independent Third Party, the details of which
are set out in the section headed “Industry Overview” in this
prospectus
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GLOSSARY OF TECHNICAL TERMS

“kg” or “KG”

“OGGA”

“Other Products”

“processed”

“Third Party Payer(s)”

“Third Party Payments”

“unprocessed”

“Wild Ginseng”

Kilogram(s)

the Ontario Ginseng Growers Association, which represents the
producers of American Ginseng in Ontario who grow, harvest
and sell American Ginseng

mainly comprise dried foods, such as dried cordyceps (% #h 5
¥) cubilose (HETE), shiitake mushroom (%), black moss (%2
%), dendrobium (1 f#}), pseudoginseng (H L), deer tail (Fi)J2),
deer antler (JEE), Chinese angelica (5% F), abalone (B ff), sea
cucumber (%), scallops (JCH), shark fin (fa##), fish maw
(fE18) and saffron (EALAE)

in respect of American Ginseng, refers to American Ginseng
that had been altered from their original raw form, primarily
by cutting and sorting into different grades according to shapes,
length and width. Processed American Ginseng includes main
roots, slendertails or prongs, and root fibres

third party(ies) who settled all or part of the amount payable
to us on behalf of certain of our customers (debtors)

payments made by Third Party Payers via banks
in respect of American Ginseng, refers to American Ginseng
that remain in their original raw form after washing, drying and

packaging by the Growers

the dried roots of American Ginseng collected from the natural
habitat
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FORWARD LOOKING STATEMENTS

This prospectus contains forward-looking statements and information relating to us and
our subsidiaries that are based on the beliefs of our management as well as assumptions made by
and information currently available to our management. The risks and uncertainties facing by our
Company which could affect the accuracy of forward-looking statements include, but are not limited
to, statements relating to:

. our operations and business prospects;

. future developments, trends and competition in the industry and market in which we
operate;

. products or sale points under development or planning;

. our strategies, business plans, objectives and goals;

. our capital expenditure plans;

. our dividend distribution plans;

o our ability to reduce costs;

. the actions and developments of our competitors;

. our future financial condition and results of operations;

o the amount and nature of, and potential for, future development of our business;

. general economic conditions;

. changes to regulatory and operating conditions in the industry and market in which we

operate; and

. certain statements in the section headed “Financial Information” in this prospectus
with respect to trend in prices, volume, operations, margins, overall market trends, risk
management and exchange rates.

In some cases we use words such as “believe”, “seek”, “intend”, “anticipate”, “project”,
“forecast”, “plan”, “potential”, “will”, “may”, “should”, “going forward”, “expect”, “ought to”, “could”,
“would”, “wish” and other similar expressions as they relate to our Company or our management, are
intended to identify forward-looking statements. All statements other than statements of historical
facts included in this prospectus, including statements regarding our future financial position, strategy,
projected costs and plans and objectives of management for future operations, are forward-looking
statements. Although we believe that the expectations reflected in those forward-looking statements
are reasonable, we can give no assurance that those expectations will prove to have been correct,

and you are cautioned not to place undue reliance on such statements. The risks and uncertainties in
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FORWARD LOOKING STATEMENTS

this regard include those identified in the “Risk Factors” section in this prospectus. You are strongly
cautioned that reliance on any forward-looking statements involves known and unknown risk and
uncertainties.

Subject to the requirements of applicable laws, rules and regulations, we do not have any
obligation and do not intend to update or otherwise revise the forward-looking statements in this
prospectus, whether as a result of new information, future events or otherwise. Because of these risks,
uncertainties or assumptions, the forward-looking events and circumstances discussed in this prospectus
might not occur in the way we expect, or at all. Accordingly, you should not place undue reliance
on any forward-looking statements. All forward-looking statements contained in this prospectus are
qualified by reference to this cautionary statement.
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RISK FACTORS

As investment in our Shares involves various risks. You should consider carefully all the
information set out in this prospectus, including the risks and uncertainties described below, before
making an investment in the Offer Shares. Our business, financial condition, results of operations
and prospects could be materially and adversely affected by any of these risks. The trading price
of our Shares may decline due to any of these risks and uncertainties and may cause you to lose
all or part of your investment. This prospectus also contains forward-looking information that
involves risks and uncertainties. Our actual results could differ materially from those anticipated
in the forward-looking statements as a result of many factors, including the risks described below
and elsewhere in this prospectus.

RISKS RELATING TO OUR BUSINESS

We rely on external Growers, Bulk Exporters and other suppliers for all of our supplies of
American Ginseng

We are principally engaged in the sourcing and wholesaling of unprocessed American Ginseng,
which comprises Cultivated Ginseng and Wild Ginseng. For the years ended 31 December 2011, 2012
and 2013, we derived approximately 99.6%, 89.8% and 95.2% of our revenue from the sales of American
Ginseng, approximately 98.4%, 82.0% and 88.5% of our revenue was derived from sales of Cultivated
Ginseng and approximately 1.2%, 7.8% and 6.7% was derived from sales of Wild Ginseng.

We do not cultivate or harvest American Ginseng and we do not have any operations in Canada
or the United States. As a result, our business and results of operations rely heavily on stable and
adequate supplies of Cultivated Ginseng, and to a lesser extent, on stable and adequate supplies of
Wild Ginseng. We also rely on the Canadian Bulk Exporter, who possesses the relevant export licence
for exporting Cultivated Ginseng from Canada, to arrange for customs formalities and shipping of
unprocessed Cultivated Ginseng from Canada to Hong Kong. Whilst we have entered into a long-
term exclusive agreement with the Canadian Bulk Exporter to arrange for customs formalities and
shipping of unprocessed Cultivated Ginseng from Canada, we have not entered into long term supply
agreements with Growers for Cultivated Ginseng, Bulk Exporters of Wild Ginseng or other suppliers.
Instead, we enter into individual purchase orders with them for purchases of Cultivated Ginseng and
Wild Ginseng on an order-by-order basis.

We cannot assure that these Growers, Bulk Exporters of Wild Ginseng or other suppliers will
continue to supply us with stable and adequate supplies of Cultivated Ginseng and Wild Ginseng, or
that the Cultivated Ginseng and Wild Ginseng will be up to our standard, in the future, or at all. In
addition, if the Canadian Bulk Exporter refused to perform its services at the same level for us in the
future, or were to terminate its business relationship with us entirely, there can be no assurance that
we would be able to engage another Bulk Exporter to replace any such loss in a timely manner, or
at all, in which case we may need to set up our own operations in Canada to arrange for the export
of unprocessed Cultivated Ginseng, which may be time-consuming and economically unbeneficial to
do so. Any disruption in our supplies of Cultivated Ginseng and Wild Ginseng, or in the provision of
services by the Canadian Bulk Exporter, for whatever reason, could materially and adversely affect
our business, financial position, results of operations and prospects.
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We operate in a highly regulated industry

American Ginseng is classified as an endangered species under CITES, which has been
implemented by legislation in member countries, including Canada, the United States, Hong Kong
and the PRC in respect of, among other things, the import and export of American Ginseng.

Below is a summary of the requirements under CITES relevant to our business:

. Hong Kong: We import American Ginseng into Hong Kong. For all our imports of American
Ginseng, we are required to obtain a CITES certificate from the relevant authorities in
the country of export and (in the case of Wild Ginseng) an import licence issued by the
relevant authorities in Hong Kong. As we are involved in export of American Ginseng
for some of our customers, on a case by case basis, we are required to obtain a re-export
licence from the relevant authorities in Hong Kong. Our Directors confirm that we have
complied with these requirements during the Track Record Period and up to the Latest
Practicable Date.

. Canada: We purchase Cultivated Ginseng from Growers with the assistance of the Canadian
Bulk Exporter. All of the relevant requirements for the export of the Cultivated Ginseng
from Canada are handled by the Canadian Bulk Exporter and therefore we do not engage
in the export of Cultivated Ginseng from Canada. Canadian customers who purchase
American Ginseng from us handle relevant requirements for import of the American Ginseng
into Canada. We are only responsible for handling the import of Cultivated Ginseng into
Hong Kong, as described above. Therefore, we were not subject to CITES regulations in
Canada governing the export or import of Cultivated Ginseng during the Track Record
Period and up to the Latest Practicable Date. The Canadian Bulk Exporter was subject
to and has represented to us that it was in compliance with CITES regulations.

. The United States: We purchase Wild Ginseng from Bulk Exporters located in the United
States, in states including Ohio, Kentucky, Indiana and Pennsylvania. However, we do not
engage in the export of American Ginseng from the United States, as the export formalities
are handled by Bulk Exporters. We are responsible for handling the procedures for import
of Wild Ginseng into Hong Kong. Therefore, we were not subject to the relevant CITES
requirements for the export of American Ginseng in the states of Ohio, Kentucky, Indiana,
Pennsylvania or under U.S. federal law during the Track Record Period and up to the
Latest Practicable Date.

. The PRC: Pursuant to the Regulations of the PRC on Protection of Wild Plants (%
N B B B AR A P PR FE 0 191, the other relevant PRC regulations and the regulatory
practice of the competent authorities, a series of import and export certificates or approvals
(including a CITES certificate (SL#F#E H 03 W) and performance of other statutory
formalities is required for the export of American Ginseng from and the import American
Ginseng into the PRC. Whilst we sell American Ginseng to the PRC based customers and
purchase it from PRC based suppliers, we had no obligation to conduct and had never
intervened/involved in any formalities and/or procedures with respect to the export of
American Ginseng from the PRC to Hong Kong or the import of it from Hong Kong into
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the PRC. All such transactions were completed in Hong Kong, and the import and export
formalities are independently handled by the customers, suppliers or their designees.
Therefore, we were not subject to the Regulations of the PRC on Protection of Wild
Plants and other relevant PRC regulations during the Track Record Period and up to the
Latest Practicable Date.

For further details of the regulations applicable to us and our business, please refer to the
section headed “Regulatory Overview” and the section headed “Business — Special import/export
requirements under CITES” in this prospectus.

In the event that our major customers or suppliers were to be found in violation of the relevant
laws and regulations in respect of CITES, and such violations materially impacted their ability to
continue to supply American Ginseng to us or purchase American Ginseng from us, our business,
financial condition, results of operations and prospects could be materially and adversely affected.
Furthermore, the relevant laws, regulations and rules are subject to modification and change. We cannot
predict the impact that any such change would have on the American Ginseng wholesale industry
generally or on our business in particular. Any legislative or regulatory change that imposes further
restriction on, among other things, the growing, harvesting, import or export of American Ginseng,
could disrupt our supply of American Ginseng or increase our compliance costs, which could materially
and adversely affect our business, financial condition, results of operations and prospects.

We are subject to various risks relating to Third Party Payments

Certain customers (our debtors) (“Relevant Customers”), including all of our 10 largest customers
for each of the years ended 31 December 2011 and 2012, settled all or part of their payables to us
through Third Party Payers for the years ended 31 December 2011 and 2012 (“Relevant Period”). The
Third Party Payments may be subject to various risks, such as (i) possible claims from Third Party
Payers for return of funds as they were not contractually indebted to our Group; (ii) possible claims
from liquidators of the Third Party Payers; and (iii) money laundering risk. In the event of any claim
from Third Party Payers or their liquidators or legal proceedings (whether criminal or civil) instituted
or brought against us in respect of the Third Party Payments or for violation or non-compliance of
laws and regulations in Hong Kong or elsewhere, we will have to spend significant financial and
managerial resources to defend against such claims and legal proceedings, the financial, operational
and liquidity of our business may as a result be adversely affected. Moreover, if we are involved in
criminal proceedings for money laundering charge, our reputation may be adversely affected and we
may face difficulty in maintaining our existing customers or attract new customers, which may cause
a decrease in our operating profit. We cannot assure you that our business, financial condition, results
of operations and prospects will not be materially and adversely affected by a successful claim or
prosecution against us.

The Third Party Payments have completely ceased since September 2012. During the Relevant
Period, there were 17 and 15 Relevant Customers who settled certain of their payables to us through
Third Party Payers, respectively. The aggregate amounts settled through Third Party Payers by the
Relevant Customers were approximately HK$261.7 million and HK$154.1 million for each of the
years ended 31 December 2011 and 2012, respectively, representing approximately 58.6% and 31.3%
of our revenue for each of the years ended 31 December 2011 and 2012, respectively.
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For further details of the Third Party Payments, please refer to the sub-section headed
“Business — Certain settlement arrangements through third party payers”.

We depend on the experience and industry expertise of our key executives and personnel

Our continued success depends, to a significant extent, on the continued services and performance
of our key executives and personnel including Mr. Matthew Yeung, our Chairman, Chief Executive
Officer, founder and executive Director, Mr. Jeffrey Yeung and Madam Fu, both being our executive
Directors, all of whom possess substantial experience and industry expertise in the business.
Identifying quality unprocessed American Ginseng is a specialised skill, as American Ginseng is a
natural product that is sorted and graded based largely on subtle physical characteristics. It requires
abundant experience to properly judge the value and quality of American Ginseng. There is presently
no uniform industry standard for the grading of American Ginseng, as standards vary from location
to location. The knowledge of grading American Ginseng has been traditionally passed down from
generation to generation by apprenticeship. Therefore, having industry experience is a significant
factor for success in the industry. Further information in relation to Mr. Matthew Yeung, Mr. Jeffrey
Yeung and Madam Fu and our other Directors and senior management are set out in the section headed
“Directors and Senior Management” in this prospectus. There is no assurance that we will be able to
retain the current members of the management team or recruit additional competent personnel for our
future development. If any member of our management team ceased to be involved in our business
operations and if we were subsequently unable to recruit replacement personnel, our business, financial
condition, results of operations and prospects could be materially and adversely affected.

We derive a significant portion of revenue from our five largest customers

Our ability to maintain close and mutually beneficial relationships with our customers is important
to our ongoing growth and profitability. For the years ended 31 December 2011, 2012 and 2013, sales
to our five largest customers in aggregate accounted for approximately 76.4%, 63.5% and 66.5% of
our revenue, and sales to our largest customer, which was the same customer in the years ended 31
December 2011 and 2012 and a different customer in the year ended 31 December 2013, accounted
for approximately 27.6%, 15.3% and 26.0% of our revenue, respectively. We have not entered into
any long term sales contracts with any of our customers and instead the terms of each transaction
are negotiated on a deal by deal basis. If we are unable to maintain our business relationships with
our major customers or, if a number of them encounter difficulties in their operations and reduce or
cease their business relationships with us, our business, financial condition, results of operations and
prospects could be materially and adversely affected.

The availability of American Ginseng could be affected by weather conditions

The cultivation of Cultivated Ginseng as well as the growth of Wild Ginseng are subject to
natural conditions which are beyond our control. In the event of unfavourable weather conditions,
the quantity or quality of supplies of American Ginseng available to us could be reduced. If we are
unable to secure alternative supplies of American Ginseng, our business, financial position, results
of operations and prospects could be materially and adversely affected.
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Our business and profitability may be materially and adversely affected by fluctuations in prices
of American Ginseng

Our business and profitability may be affected by fluctuations in prices of American Ginseng.
Factors affecting prices of American Ginseng include, among other things, availability of supply,
weather conditions and market conditions. Our operations may be vulnerable to changes in availability
and prices of American Ginseng. For the years ended 31 December 2011, 2012 and 2013, cost of sales
of American Ginseng accounted for approximately 99.6%, 88.2% and 93.9% respectively, of our total
cost of sales during those periods. If the market prices of American Ginseng fail to timely respond to
the change of prices of American Ginseng purchased from Growers or Bulk Exporters, we may not
be able to pass on the increase in the prices of American Ginseng to our customers and may need to
sell our products at lower prices in order to maintain our market share and the relationship with our
customers. An increase in prices of American Ginseng supplies that we are unable to pass through
to our customers will increase our cost of goods sold and negatively impact our profit margin. We
can give no assurances that future increases in prices of American Ginseng or changes in supplies of
American Ginseng will not materially and adversely affect our business, financial condition, results
of operations or prospects.

We may not be successful in effectively and efficiently implementing our business plans and we
may not achieve our desired results from the implementation of such plans

We plan to expand our business in order to capture market opportunities by strengthening our
purchasing power to source quality American Ginseng from Growers and Bulk Exporters, continuing
our focus on development of our customer base around the world, enhancing brand image and promotion
of the use of American Ginseng for health conscious consumption, and diversify product offerings
and expand our retail network. Additional expenditures may also be required in the future for our
increased need for working capital as our operation grows. We anticipate that our future expansion
will be financed primarily by the proceeds from the Global Offering as well as cash from operating
and financing activities. However, the proceeds from the Global Offering and cash from our operating
and financing activities may not be sufficient to fund all of our future business plans. Our ability to
obtain external financing in time or on terms acceptable to us depends on various factors, such as
our financial condition, operating results, cash flow, share price and other factors, some of which are
beyond our control. If we fail to obtain external financing in a timely manner, on terms acceptable to
us or at all, we may need to raise funds through the issuance of new equity or debt securities. In the
event we issue new equity securities, the percentage shareholding of existing shareholders may be
diluted. Issuance of debt securities, on the other hand, may impose debt covenants which may limit
our ability to develop our business and obtain other financing. In addition, in either case, we may
incur a higher financing cost than our current level. In such event, our business, financial condition,
results of operations and growth prospects may be materially and adversely affected.

-32-



RISK FACTORS

We may fail to successfully implement our expansion strategy

Our Directors anticipate that further expansion of our business operations will be required in
order to capitalise on the potential growth opportunities in the American Ginseng wholesale industry.
Such expansion could place a strain on our management and financial resources. We cannot assure
you that our personnel, systems, procedures and controls will be adequate to implement our business
plans or support our future growth. In order to implement our expansion strategy and manage the
expected growth of our operations, we may be required to recruit more key personnel in the future.
In addition, we may be required to improve our existing and/or adopt new management, operational
and financial systems, procedures and controls. All these measures will result in additional costs that
could place a burden on our financial resources. Additionally, if we are unable to obtain additional
funds when required, we may not be able to finance our expansion plans. Our failure to implement
our expansion strategy, or manage our growing business or enlarged operations effectively could have
a material and adverse effect on our results of operation, financial position and prospects.

Our cash flow may be affected by delay in payments by our customers

We generally grant a credit period of 30 to 90 days to a majority of the customers of our wholesale
operation. For wholesale customers which we consider creditable and will make large purchases, we
may grant credit periods of up to 180 days. As at 31 December 2011 and 2012, trade receivables that
were past due but not impaired amounted to approximately HK$20.1 million and HK$47.0 million,
respectively, representing approximately 17.5% and 77.2% of our total trade receivables as at the
same dates, respectively. We had no trade receivables that were past due but not impaired as at 31
December 2013. We had not provided for impairment loss for any of our trade receivables. We cannot
assure you that our customers will make payment in full to us on a timely basis. Delays in receiving
payments from or non-payment by our customers may put pressure on our cash flow position and our
ability to meet our working capital requirements. Our liquidity and cash flows from operations may
be materially and adversely affected if our collection periods lengthen further or if we encounter any
material defaults of payment, or provisions for impairment, of our trade receivables from customers.
Should these events occur, we may be required to obtain working capital from other sources, such as
from third-party financing, in order to maintain our daily operations, and such financing from outside
sources may not be available at acceptable terms or at all.

We had net current liabilities as at 31 December 2011 and such condition may occur after
Listing

We have been relying on a combination of funds generated from operations and short-term bank
borrowings to finance our operations and expansion. As at 31 December 2011, we had net current
liabilities of approximately HK$143.4 million primarily due to bank borrowings taken for the purpose
of financing our purchases of American Ginseng and financing our purchases of investment properties.
Our net current liabilities position exposed us to liquidity risk. Our future liquidity, the payment of
trade and other payables and the repayment of our outstanding debt obligations as and when they
become due will primarily depend on our ability to maintain adequate cash generated from operating
activities and adequate external financing, which may not be sufficient for our future operations.

-33-



RISK FACTORS

We may also need to obtain loan financing from financial institutions and therefore, we may
have net current liabilities and a high gearing ratio in the future, which may limit our working capital
for the purposes of operations or capital for our expansion plans and materially and adversely affect
our business, financial condition and results of operations.

Fluctuations in the value of HK dollar against the currencies used in our business could affect
our profitability

Our reporting currency is Hong Kong dollars and our sales are mainly denominated in Hong
Kong dollars and RMB and we receive all our trade receivables from customers in HK$. Our purchases
of Cultivated Ginseng are mainly made in CAD and our purchases of Wild Ginseng are mainly made
in U.S. dollars. As a result, we incur transactional and translational foreign currency gains or losses
from our operations. For the years ended 31 December 2011, 2012 and 2013, our net foreign exchange
differences amounted to a gain of approximately HK$4.8 million, a loss of approximately HK$0.9
million and a gain of approximately HK$6.8 million, respectively. Any future material decreases in
the value of RMB or material increases in the value of CAD or U.S. dollars relative to Hong Kong
dollars will increase our costs of sales relative to our revenue, and could impact our profitability,
which in turn could materially and adversely affect our business, financial condition, results of
operations and prospects.

We may not be able to maintain our leading position

We operate in a highly competitive industry. According to the Ipsos Report, the American
Ginseng wholesale industry is characterised by the relative dominance of the top key players. There
are also new entrants, who are mainly the younger generation, who compete by working with existing
American Ginseng wholesalers to gain experience in order to set up their own American Ginseng
wholesale businesses. According to the Ipsos Report, we were the largest first-level American
Ginseng wholesaler in Hong Kong in terms of sales revenue and sales volume as in the years ended
31 December 2011, 2012 and 2013. Given the high level of competition within the American Ginseng
wholesale industry, there is no assurance that we will be able to maintain our leading position. In
the event that we lose our position as the largest first-level American Ginseng wholesaler in Hong
Kong, we may face difficulties in securing supplies of quality American Ginseng from Growers, Bulk
Exporters and other suppliers, and our customers may cease placing orders with us. In such event,
our business, financial condition, results of operations and growth prospects may be materially and
adversely affected.

Our financial condition and results of operations may be affected by seasonality

There is a degree of seasonality in the American Ginseng wholesale industry. We normally
purchase most of our American Ginseng at harvest season, which is usually in the last quarter of
each calendar year and the first quarter of the following calendar year, while most of our sales are
conducted in the first and second quarters of each calendar year. As a result, our operating results
and cash flows may vary substantially from period to period and the results of any period of a year
are not necessarily indicative of the results that may be achieved for the full year.
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We may not be able to sustain growth rates similar to those we experienced during the Track
Record Period, or maintain our financial performance in the future

We experienced rapid growth during the Track Record Period. Our revenue increased from
approximately HK$446.4 million for the year ended 31 December 2011 to approximately HK$763.0
million for the year ended 31 December 2013, representing a CAGR of approximately 30.7%. Our
net profit was approximately HK$44.4 million, HK$32.3 million and HK$128.6 million for the years
ended 31 December 2011, 2012 and 2013, respectively.

In particular, our revenue increased by approximately 55.0% for the year ended 31 December
2013 which was mainly attributable to the rapid increase in our revenue from sales of Cultivated
Ginseng by approximately 67.2% for the year ended 31 December 2013. The increase was primarily
due to the increase in the average selling price of Cultivated Ginseng from approximately HK$398.9
per kg for the year ended 31 December 2012 to approximately HK$609.3 per kg for the year ended
31 December 2013, resulting from the constant increase in the demand for Cultivated Ginseng which
led to an increase in the market price.

We cannot assure you that the demand for and selling prices of Cultivated Ginseng will maintain
growth rates at the current levels or at all. We therefore cannot assure you that we will achieve growth
rates similar to those achieved during the Track Record Period or be able to maintain our current
revenue and profit levels in the future. You should not rely on our results of operations for any prior
period as an indication of our future financial or operating performance.

We are exposed to the risk of sourcing counterfeit American Ginseng from suppliers

Counterfeiting of herbal medicines occur from time to time in Hong Kong. Customers’
confidence in purchasing American Ginseng from us in the future will be hindered in the event we
source counterfeit American Ginseng from suppliers, which could adversely affect our business and
results of operations.

For details of our quality assurance and monitoring procedures to ensure our products meet our
quality control standards and the expectations and requirements of our customers, please refer to the
paragraph headed “Business — Quality Management” in this prospectus.

RISKS RELATING TO OUR INDUSTRY

Our business and reputation may be affected by product liability claims, litigation, complaints
or adverse publicity in relation to our products

As the American Ginseng and Other Products that we sell are for human consumption, there is
an inherent risk of injury which may result from tampering by unauthorised third parties, or product
contamination or degeneration, including the presence of foreign contaminants, chemicals, substances
or other agents or residues during the various stages of cultivation, processing and transportation.
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Litigation and complaints from consumers or government authorities concerning quality, health
or other issues may affect our industry as a whole and may cause consumers to avoid consuming
American Ginseng or Other Products that we sell. More specifically, we may be the subject of class
actions or other allegations in this respect. Any litigation or adverse publicity surrounding any of
these allegations may negatively affect our businesses, regardless of whether the allegations are
true, thereby discouraging consumers from buying our products or American Ginseng in general. In
addition, litigation could result in judgments for significant damages against us. Regardless of the
result of litigation, we may also incur significant litigation costs and the diversion of management
time as a result of litigation.

Moreover, unfavourable studies or media reports (including those regarding the health impact
of American Ginseng) may have a negative impact on the public perception of American Ginseng,
whether or not the claims are accurate. We cannot guarantee that our products will not cause any
health-related illnesses or injury in the future, or that we will not be subject to claims or litigation
relating to such matters. If any of the above were to occur, our sales could be negatively impacted,
which could have a material and adverse affect on our business, financial condition, results of operation
and prospects.

Acts of God, acts of war, epidemics and other disasters could materially and adversely affect
our business

Our business is subject to the general and social conditions in North America, Hong Kong, the
PRC and other jurisdictions in or to which our American Ginseng and Other Products that we sell
are grown, produced, distributed or consumed.

Natural disasters, epidemics, acts of God and other disasters that are beyond our control could
adversely affect the economy, infrastructure and livelihood of the people of such jurisdictions. Our
business, results of operations and financial condition could be adversely affected if these natural
disasters occur. Moreover, political unrest, wars and terrorist attacks may cause damage or disruption
to us, our employees, Growers, Harvesters, Bulk Exporters, our other suppliers, our customers or the
distribution channels operated by our customers, any of which could adversely affect our business,
results of operations, financial condition or share price. Potential war or threat of terrorist attacks may
also cause uncertainty and cause our business to suffer in ways that we cannot currently predict.

We cannot control the occurrence of these catastrophic events and our business operations will
at the times be subject to the risks of these uncertainties.

We may face challenges in operating within the American Ginseng wholesale industry

The American Ginseng wholesale industry in Hong Kong is faced with challenges, which
include increase in competition and the promotion of direct imports into the PRC. According to the
Ipsos Report, there has been increasing investments into the American Ginseng wholesale industry
in recent years. With more entrants in the market and given the limited amount of American Ginseng
harvested each year, we may face difficulties in securing adequate supplies of American Ginseng in the
future. In addition, associations in the United States have been encouraging wholesalers of American
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Ginseng based in the PRC to import directly from the United States. For instance, according to the
Ipsos Report, Beijing Tong Ren Tang has been cooperating with Wisconsin State Agricultural Society
and Ginseng Herb&Co-Op since April 2013. Beijing Tong Ren Tang agrees to sell only genuine
Wisconsin American Ginseng at its 1,800 retail stores in China. The direct sourcing by the PRC-
based American Ginseng wholesalers from the U.S. may pose threats to the status of Hong Kong as
a leading hub for the imports and exports of American Ginseng and we cannot assure you that strong
demand for American Ginseng from first-level American Ginseng wholesaler in Hong Kong like us
will continue. Furthermore, while the American Ginseng wholesale industry is largely dependent on
established relationship and trusts, we cannot assure you that our existing or future customers will
not directly source American Ginseng from suppliers in the U.S. and Canada and continue to choose
to purchase such products in Hong Kong through us or otherwise. Our revenue derived from PRC-
based customers represented approximately 92.0%, 76.3% and 77.3% of our total revenue for the years
ended 31 December 2011, 2012 and 2013 respectively. Any development in increasing trend for direct
sourcing by PRC-based American Ginseng wholesalers from the U.S. and Canada could materially
and adversely affect our business, financial condition, results of operations and prospects.

We are susceptible to changes in general economic conditions

Changes in general economic conditions could significantly affect disposable income and
consumer spending patterns. There are many factors affecting the level of retail consumer spending,
including but not limited to, interest rates, currency exchange rates, recession, inflation, deflation,
political uncertainty, taxation, stock market performance, unemployment level and general consumer
confidence. The level of retail consumer spending in Hong Kong or other jurisdictions directly affects
our wholesale and retail operations. If as a result of general economic recession, the disposable income
of the population of Hong Kong or other jurisdictions decreases, the demand for our products could
decrease, which in turn could materially and adversely affect our business, financial condition, results
of operation and prospects.

RISKS RELATING TO THE GLOBAL OFFERING AND OUR SHARES

There has been no prior public market for our Shares. The market may be volatile and liquidity
may be low

Prior to the Global Offering, there was no public market for our Shares. The initial Offer
Price for the Offer Shares was the result of negotiations among our Company and the Sole Global
Coordinator (for itself and on behalf of the Underwriters) and may differ significantly from the market
price of our Shares following completion of the Global Offering. The listing of, and the permission
to deal in, the Shares on the Stock Exchange does not guarantee the development of an active public
market or the sustainability thereof following completion of the Global Offering. Factors such as our
revenue, earning and cash flows could cause the market price of our Shares to change substantially.
In addition, both the market price and liquidity of our Shares could be adversely affected by factors
outside our control that are unrelated to the performance of our business, especially if the financial
markets in Hong Kong experience a significant price and volume fluctuation. In such cases, investors
may not be able to sell their Shares at or above the Offer Price.
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The liquidity, trading volume and trading price of our Shares may be volatile, which could result
in substantial losses for shareholders

The price at which our Shares will trade after the Global Offering will be determined by the
market place, which may be influenced by many factors some of which are beyond our control,

including:

. our financial results;

. changes in securities analysts’ estimates, if any, of our financial performance;

. the history of, and the prospects for, us and the industry in which we operate;

. an assessment of our management, our past and present operations, and the prospects for,
and timing of, our future revenues and cost structures such as the views of independent
research analysts, if any;

. the present state of our development;

. the valuation of publicly traded companies that are engaged in business activities similar
to ours; and

. general market sentiment regarding the American Ginseng industry and companies.

In addition, the Stock Exchange has from time to time experienced significant price and volume
fluctuations that have affected the market prices for the securities of companies quoted on the Stock
Exchange. As a result, investors in our Shares may experience volatility in the market price of their
Shares and a decrease in the value of Shares regardless of our operating performance or prospects.

Our Controlling Shareholders may take actions that are not in the best interests of our
Company

Immediately after the Capitalisation Issue and the Global Offering (assuming that the Over-
allotment Option is not exercised), our Controlling Shareholders together will own approximately
75% of the issued share capital of our Company. As a result of their ownership of our share capital,
our Controlling Shareholders will have the ability to exert significant influence over the management
of our Company, including the ability to implement administrative policies, elect our Directors and
appoint members of our senior management. They may take certain actions or may direct us to take
actions that are not in the best interests of our Group or our minority Shareholders.
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We rely on dividend payments from our subsidiaries for funding our dividend payments, meeting
our working capital and other capital needs and servicing our indebtedness

We are a holding company and conduct our business operations through our operating subsidiaries.
Therefore, the availability of funds to us to pay dividends to our Shareholders, meet our working
capital and other capital needs and service our indebtedness depends upon dividends received from
our subsidiaries. If our subsidiaries incur debt or losses, such indebtedness or losses may impair their
ability to pay dividends or other distributions to us. As a result, our ability to pay dividends, meet our
working capital and other capital needs and service our indebtedness will be restricted. In addition,
restrictive covenants in bank credit facilities, joint venture agreements or other agreements that we or
our subsidiaries may enter into in the future may also restrict the ability of our subsidiaries to make
dividend payments to us and our ability to receive distributions. Therefore, these restrictions on the
availability and usage of our major source of funding may impact our ability to pay dividends to our
Shareholders, meet our working capital and other capital needs and service our indebtedness.

Our dividend policy is subject to the discretion of our Directors and we may not be able to pay
any dividends in the future

Our Company has not declared or paid any dividends for the years ended 31 December 2011,
2012 and 2013. HF Hong declared and paid dividends of approximately HK$78.5 million and HK$61.3
million to its shareholder during the years ended 31 December 2011 and 2012, respectively. In addition,
HF Ginseng Importer declared and paid a dividend of approximately HK$50.0 million during the
year ended 31 December 2012 to its shareholders. On 21 May 2014, each of HF Hong, HF Ginseng
Importer, HF Importer and Hang Fat (2013) declared and paid a dividend of HK$25 million, HK$50
million, HK$95 million and HK$40 million, to their respective shareholders, respectively. All declared
dividends have been fully settled.

The foregoing dividend distributions were to shareholders of our subsidiaries prior to the Global
Offering only. Historical dividend distributions are not indicative of our future distribution policy and
we give no assurance that dividends of similar amounts or at similar rates will be paid in the future.
The amount of dividends which we may declare in the future will be subject to the discretion of our
Directors depending on our results, working capital, cash position, future operations, profitability,
surplus and capital requirements, as well as our general financial condition and any other factors
which our Directors may consider to be relevant.

The amount of dividend that may be resolved to be paid to our Shareholders in general meeting
shall not exceed the amount recommended by our Board. No dividend may be paid, and no distribution
may be made, out of share premium, if to do so would render us unable to pay our debts as they fall
due in the ordinary course of business.
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Future sales or perceived sales of substantial amount of our Shares in the public market could
have a material adverse effect on the prevailing market price of our Shares

Sales of substantial amount of our Shares in the public market after completion of the Global
Offering, or the perception that these sales could occur, could adversely affect the market price of our
Shares and could materially impair our future ability to raise capital through offerings of our Shares.
There will be 2,000,000,000 Shares outstanding immediately after the Global Offering, assuming the
Underwriters do not exercise the Over-allotment Option and no outstanding options were exercised
prior to the Latest Practicable Date. Although we and certain of our Shareholders, subject to certain
exceptions, have agreed to a lock-up with the Underwriters until six months after the date of this
prospectus, the Underwriters may release these securities from these restrictions at any time and such
Shares will be freely tradable after the expiry of the lock-up period. Shares which are not subject to
a lock-up represent approximately 25% of the total issued share capital immediately after the Global
Offering (assuming no exercise of the Over-allotment Option) and will be freely tradable immediately
after the Global Offering.

Purchasers of our Shares will experience immediate and substantial dilution as a result of the
Global Offering

Potential investors will pay a price per Share that substantially exceeds the per Share value
of our tangible assets after subtracting our total liabilities and will therefore experience immediate
dilution when potential investors purchase the Offer Shares in the Global Offering. As a result, if
our Company were to distribute its net tangible assets to its Shareholders immediately following the
Global Offering, potential investors would receive less than the amount they paid for their Shares.

We may need to raise additional funds in the future to finance further expansion of our new
developments relating to our existing operations or new acquisitions. If additional funds are raised
through the issuance of new equity or equity-linked securities of our Company other than on a pro-
rata basis to existing Shareholders, the percentage ownership of such Shareholders in our Company
may be reduced and such new securities may confer rights and privileges that take priority over those
conferred by our Shares.

Investors should not place undue reliance on industry and market information and statistics
derived from official government publications, market data providers and other independent
third party sources contained in this prospectus

This prospectus contains information and statistics, including but not limited to information
and statistics relating to the American Ginseng wholesale industry and markets. The information and
statistics related to the American Ginseng wholesale industry and markets are derived from official
government publications, market data providers and other independent third party sources. None of these
information or statistics have been independently verified by us, or any of our affiliates or advisers, or
by the Sole Sponsor, the Underwriters and their respective affiliates or advisers. We cannot ensure the
accuracy of such information and statistics, and such information and statistics may not be consistent
with other information publicly available or available from other sources. Investors should not place
undue reliance on any information and statistics derived from official government publications, market
data providers and other independent third party sources contained in this prospectus.

-~ 40 -



RISK FACTORS

Investors should read the entire prospectus carefully and should not place any reliance on any
information published in press articles or other media reports without carefully considering the
risks and other information contained in this prospectus

Prior or subsequent to the publication of this prospectus, there has been or may be press and
media coverage regarding us and the Global Offering, in addition to marketing materials published
by us in compliance with the Listing Rules. We have not authorised any such press articles and media
reports, and the financial information, projections, valuations and other forward-looking information
about us contained in such unauthorised press articles and media reports may not truly reflect what
is disclosed in this prospectus. We make no representation as to the appropriateness, accuracy,
completeness or reliability of any information disseminated in such press articles and media reports
and we do not accept any responsibility for the accuracy or completeness of such financial information,
projections, valuations or other forward-looking information contained therein. To the extent that any
of the information in the press articles or other media reports is inconsistent or conflicts with the
information contained in this prospectus, we disclaim it. Accordingly, prospective investors should
only rely on information included in this prospectus and should not rely on any of the information in
such press articles or other media reports in making their investment decisions.

Forward-looking statements contained in this prospectus are subject to risks and uncertainties

This prospectus contains certain statements that are forward-looking statements relating to
our plans, objectives, expectations and intentions, which use forward-looking terminology such as
“anticipate”, “believe”, “could”, “expect”, “estimate”, “going forward”, “intend”, “may”, “ought to”,
“plan”. “project”, “seek”, “should” or “will”, “would”, “wish”, “forecast” and “potential”’. Those
statements include, among other things, the discussion of our growth and business strategies and
expectations concerning its future operations, liquidity and capital resources. Such forward-looking
statements involve known and unknown risks, uncertainties and other factors that could cause our actual
results, performance or achievements to be materially different from any future results, performance or
achievements expressed or implied by such forward-looking statements. The uncertainties in this regard
include those identified in the risk factors disclosed above. Such forward-looking statements are based
on numerous assumptions regarding our present and future business strategies and the environment
in which we will operate in the future. Our actual results, performance or achievements could differ
materially from those discussed in this prospectus. In light of these and other uncertainties, the
inclusion of forward-lookinig statements in this prospectus should not be regarded as representatives or
warranties by us that our Company’s plans and objectives will be achieved and these forward-looking
statements should be considered in light of various important factors, including those set forth in this
section. These forward-looking statements speak only as at the Latest Practicable Date.
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INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

This prospectus, for which our Directors collectively and individually accept full responsibility,
includes particulars given in compliance with the Cap. 32 Companies (WUMP) Ordinance, the Securities
and Futures (Stock Market Listing) Rules (Chapter 571V of the Laws of Hong Kong) and the Listing
Rules for the purpose of giving information with regard to our Company. Our Directors, having
made all reasonable enquiries, confirm that to the best of their knowledge and belief the information
contained in this prospectus is accurate and complete in all material respects and not misleading or
deceptive, and there are no other matters the omission of which would make any statement in this
prospectus or this prospectus misleading.

INFORMATION ON THE GLOBAL OFFERING

The Offer Shares are offered solely on the basis of the information contained and representations
made in this prospectus and the Application Forms and on the terms and subject to the conditions
set out herein and therein. No person is authorised to give any information in connection with the
Global Offering or to make any representation not contained in this prospectus, and any information
or representation not contained herein must not be relied upon as having been authorised by our
Company, the Sole Global Coordinator, the Sole Sponsor, the Joint Bookrunners, the Joint Lead
Managers, the Underwriters, any of their respective directors, agents, employees or advisers or any
other party involved in the Global Offering. Neither the delivery of this prospectus nor any offering,
sale or delivery made in connection with our Shares should, under any circumstances, constitute a
representation that there has been no change or development reasonably likely to involve a change in
our affairs since the date of this prospectus or imply that the information contained in this prospectus
is correct as of any date subsequent to the date of this prospectus.

Details of the structure of the Global Offering, including its conditions, are set out in the
section headed “Structure of the Global Offering” in this prospectus, and the procedures for applying
for Hong Kong Offer Shares are set out in the section headed “How to Apply for Hong Kong Offer
Shares” in this prospectus and on the relevant Applications Forms.

UNDERWRITING

This prospectus is published solely in connection with the Hong Kong Public Offering, which
forms part of the Global Offering. For applicants under the Hong Kong Public Offering, this prospectus
and the Application Forms set out the terms and conditions of the Hong Kong Public Offering.

The listing of our Shares on the Stock Exchange is sponsored by the Sole Sponsor. The Hong
Kong Public Offering is fully underwritten by the Hong Kong Underwriters under the terms of the
Hong Kong Underwriting Agreement, subject to agreement on the Offer Price between the Sole Global
Coordinator (for itself and on behalf of the Underwriters) and us on the Price Determination Date.
The Global Offering is managed by the Sole Global Coordinator.

The International Placing is expected to be underwritten by the International Underwriters.

For further information about the Underwriters and the underwriting arrangements, see the
section headed “Underwriting” in this prospectus.
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DETERMINATION OF THE OFFER PRICE

The Offer Shares are being offered at the Offer Price, which is expected to be fixed by agreement
between the Sole Global Coordinator (for itself and on behalf of the Underwriters) and our Company
on the Price Determination Date.

If, for whatever reason, the Sole Global Coordinator (for itself and on behalf of the Underwriters)
and our Company are unable to reach an agreement on the Offer Price on the Price Determination
Date, the Global Offering will not become unconditional and will lapse immediately.

SELLING RESTRICTIONS

Each person acquiring Offer Shares will be required to confirm, or by his acquisition of Offer
Shares be deemed to confirm, that he is aware of the restrictions on offers and sales of the Offer
Shares described in this prospectus.

No action has been taken to permit a public offering of the Offer Shares in any jurisdiction
other than Hong Kong or the distribution of this prospectus and/or the Application Forms in any
jurisdiction other than Hong Kong. Accordingly, this prospectus may not be used for the purpose of,
and does not constitute, an offer or invitation in any jurisdiction or in any circumstances in which
such an offer or invitation is not authorised or to any person to whom it is unlawful to make such an
offer or invitation. The distribution of this prospectus and the offering and sales of the Offer Shares
in other jurisdictions are subject to restrictions and may not be made except as permitted under the
applicable securities laws of such jurisdictions pursuant to registration with or authorisation by the
relevant securities regulatory authorities or an exemption therefrom.

APPLICATION FOR LISTING ON THE STOCK EXCHANGE

We have applied to the Listing Committee of the Stock Exchange for the listing of, and permission
to deal in, the Shares in issue and to be issued as mentioned herein, including the Offer Shares and
any Shares which may be issued or sold pursuant to the exercise of the Over-allotment Option or
any share options under the Share Option Scheme. Dealings in our Shares on the Stock Exchange
are expected to commence on 27 June 2014. None of our Shares or loan capital is listed on or dealt
in on any other stock exchange and no such listing or permission to list is being or proposed to be
sought in the near future.

SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

Subject to the granting of listing of, and permission to deal in, our Shares on the Stock Exchange
and our Company’s compliance with the stock admission requirements of HKSCC, our Shares will
be accepted as eligible securities by HKSCC for deposit, clearance and settlement in CCASS with
effect from the date of commencement of dealings in our Shares on the Stock Exchange or any other
date as HKSCC chooses. Settlement of transactions between participants of the Stock Exchange is
required to take place in CCASS on the second Business Day after any trading day.

All activities under CCASS are subject to the General Rules of CCASS and CCASS Operational
Procedures in effect from time to time.
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Investors should seek the advice of their stock brokers or other professional advisers for details
of the settlement arrangements that may affect their rights and interests. All necessary arrangements
have been made for our Shares to be admitted into CCASS.

PROFESSIONAL TAX ADVICE RECOMMENDED

Potential investors in the Global Offering are recommended to consult their professional advisers
if they are in any doubt as to the taxation implications of subscribing for, purchasing, holding,
disposing of or dealing in our Shares. None of us, the Sole Global Coordinator, the Sole Sponsor,
the Joint Bookrunners, the Joint Lead Managers, the Underwriters, any of their respective directors,
agents, employee or advisers or any other person or party involved in the Global Offering accepts
responsibility for any tax effects on, or liabilities of holders of Shares resulting from the subscription,
purchase, holding or disposal of, or dealing in, our Shares.

SHARE REGISTER AND STAMP DUTY

All Shares issued and to be issued pursuant to applications made in the Global Offering and
any Shares to be issued upon exercise of the Over-allotment Option and the options which have been
granted under the Share Option Scheme will be registered on our register of members to be maintained
by our Hong Kong Branch Share Registrar in Hong Kong. Our principal register of members will
be maintained by our Cayman Share Registrar in the Cayman Islands. Only Shares registered on our
Company’s register of members maintained in Hong Kong may be traded on the Stock Exchange.

Dealings in the Shares registered on our Company’s Hong Kong register of members will be
subject to Hong Kong stamp duty.

PROCEDURE FOR APPLYING FOR HONG KONG OFFER SHARES

The procedure for applying for Hong Kong Offer Shares is set out in the section headed “How
to Apply for Hong Kong Offer Shares” in this prospectus and on the relevant Applications Forms.

STRUCTURE OF THE GLOBAL OFFERING

Details of the structure of the Global Offering, including its conditions, are set out in the section
headed “Structure of the Global Offering” in this prospectus.

EXCHANGE RATE

In this prospectus, unless otherwise stated, certain amounts denominated in USD, CAD and
RMB have been translated into HK dollars at an exchange rate of US$1 = HK$7.75, CAD1 = HK$7.11,
and RMB1 = HK$1.25 for illustration purposes only. Such conversions shall not be construed as
representations that amounts in USD, CAD or RMB were or may have been converted into HK dollars
at such rate or any other exchange rates.

ROUNDING

Certain amount and percentage figures included in this prospectus have been subject to rounding
adjustments. Accordingly, figures shown as totals in certain tables may not be an arithmetic aggregation
of the figures preceding them.
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DIRECTORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING

DIRECTORS
Executive Directors
Name

Mr. Yeung Wing Yan (#7K1")

Mr. Yeung Wing Kong (15 7K #li])

Ms. Fu Fung Sau (f§ Bl 5%)

Independent non-executive Directors

Mr. Wong Senta (F . 4) BBS

Mr. Kwok Lam Kwong Larry
(FFHKJE) BBS, JP (Note)

Mr. Cheung Chung Wai Billy (3 i)

Residential Address

Flat 3, 9/F, Block B
Fontana Gardens
Ka Ning Path
Causeway Bay
Hong Kong

Flat F, 30/F, Block 8
The Belcher’s

89 Pok Fu Lam Road
Hong Kong

Flat F, 30/F, Block 8
The Belcher’s

89 Pok Fu Lam Road
Hong Kong

Residential Address

Penthouse, Tower 1
The Caldecott

1 Caldecott Road
Kowloon

Hong Kong

79 Palm Drive
Redhill Peninsula
Tai Tam

Hong Kong

Flat D, 7/F, Block 1

Skylodge, Dynasty Heights

8 Yin Ping Road
Kowloon Tong
Kowloon

Hong Kong

Nationality

Chinese

Chinese

Chinese

Nationality

Canadian

Chinese

Australian

Further information in relation to each of our executive Directors and independent non-
executive Directors are set out under the section headed “Directors and Senior Management” of this
prospectus.

Note: The appointment of Mr. Kwok Lam Kwong Larry as our independent non-executive Director will take effect on the
Listing Date.
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PARTIES INVOLVED IN THE GLOBAL OFFERING

Sole Global Coordinator and
Sole Sponsor

Joint Bookrunners

Joint Lead Managers

Co-lead Manager

Co-Managers

CMB International Capital Limited

Units 1803-4, 18/F, Bank of America Tower
12 Harcourt Road

Central

Hong Kong

CMB International Capital Limited

Units 1803-4, 18/F, Bank of America Tower
12 Harcourt Road

Central

Hong Kong

Ping An of China Securities (Hong Kong)
Company Limited

28/F, 169 Electric Road

North Point

Hong Kong

CMB International Securities Limited

Units 1803-4, 18/F, Bank of America Tower
12 Harcourt Road

Central

Hong Kong

Ping An of China Securities (Hong Kong)
Company Limited

28/F, 169 Electric Road
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This section contains information derived from various sources. We believe that the sources
of such information are appropriate sources for such information and have taken reasonable care
in extracting and reproducing such information. We have no reason to believe that such information
is false or misleading or that any fact has been omitted that would render such information
false or misleading. The information has not been independently verified by us, the Sole Global
Coordinator, the Sole Sponsor, the Joint Bookrunners, the Joint Lead Managers, the Underwriters
or any of their respective directors, affiliates or advisers, nor any other parties involved in the
Global Offering and no representation is given as to its accuracy or correctness. The information

may not be consistent with information from other sources.

Certain information and statistics are extracted from an industry report prepared by Ipsos. While
reasonable care has been taken in the extraction, compilation and reproduction of such information
and statistics, the same has not been independently verified, and there is no representation as to
the accuracy of such statements or information. We believe, after taking reasonable care, that there
have been no material adverse changes in the market information since 12 June 2014, being the date
of the report issued by Ipsos, which may qualify, contradict or have an impact on the information
in this section. The information and statistics may not be consistent with other information and
statistics compiled within or outside Hong Kong, Canada, the United States or the PRC.

REPORT COMMISSIONED FROM IPSOS

We commissioned Ipsos, an independent market research and consulting company, to conduct an
analysis of, and to report on, the American Ginseng market both globally and in the PRC, Hong Kong
and Southeast Asia for the period from 2008 to 2016. The report prepared by Ipsos is independent
from our influence. Ipsos received a total commission of HK$458,000 for the research and preparation
of the Ipsos Report. The payment of such amount was not conditional on our successful listing or on
the results of the Ipsos Report.

Founded in Paris, France, in 1975 and publicly-listed on the NYSE Euronext Paris in 1999,
Ipsos SA acquired Synovate Ltd. in October 2011. After the combination, Ipsos becomes the third
largest research company in the world. Ipsos employs approximately 16,000 personnel worldwide
across 85 countries. Ipsos conducts research on market profiles, market size and market share and
performs segmentation analyses, distribution and value analyses, competitor tracking and corporate
intelligence.

The Ipsos Report includes information on the American Ginseng market such as global market
demand and supply, market demand and supply in the PRC, Hong Kong and Southeast Asia, average
export price, economic data on American Ginseng products, and the competitive analysis of wholesalers
in the industry, which have been quoted in this prospectus. The information contained in the Ipsos
Report is derived by means of data and intelligence gathering which include: (i) desk research; (ii)
client consultation; and (iii) primary research by interviewing key stakeholders and industry experts,
such as associations and experts and food nutrient researchers, key players and competitors, such
as importers and wholesalers of American Ginseng, and producers or manufacturers and retailers
of American Ginseng. According to Ipsos, this methodology guaranteed a full circle/multi-level
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information sourcing process, where information gathered was able to be cross-referenced to ensure
accuracy. The intelligence gathered by Ipsos was analysed, assessed and validated using their in-house
analysis models and techniques.

Our Directors confirm that after taking reasonable care, as at the date of this prospectus, there
has been no material adverse change in the market information since the date of the Ipsos Report.

The analysis in the Ipsos Report is based on the following general bases and assumptions:

. Factors taken into account in the model include inflation, export values, time lag from
transportation, population growth and urbanisation.

. The global supply of American Ginseng is assumed to be stable and without shortage
over the forecast period.

o There is no external shock such as natural disasters or wide outbreak of diseases to affect
the global demand for and supply of American Ginseng over the forecast period.

OVERVIEW OF THE AMERICAN GINSENG INDUSTRY

American Ginseng (Panax quinquefolius L.) is a herbaceous perennial plant in the Araliaceae
(or ivy) family. It is perceived as being one of the best types of ginseng in terms of quality and is
commonly used as a medicinal herb in Asian countries, such as Hong Kong, the PRC and Singapore, to
enhance one’s health or treat illness. There are increasing numbers of clinical trials being conducted by
health professionals to test the effectiveness of American Ginseng in treating illnesses and enhancing
the immune system in the human body.

The main producers of American Ginseng are in Canada, the United States and the PRC.
American Ginseng is classified into two types: Wild Ginseng and Cultivated Ginseng. Wild Ginseng
is grown in a naturally shady environment, which can be found in the eastern region of North America
and has generally been sold at a much higher price than Cultivated Ginseng because of the limited
supply due to historical overharvesting. Cultivated Ginseng is grown under the artificial shade by
Growers and requires three to five years to grow before harvesting. After harvesting the American
Ginseng from the fields or from the wild, the American Ginseng is washed and dried before being
sold to authorised buyers who then export it directly to Asian markets. Some Growers also have a
licence to export it to their clients directly.

Hong Kong is one of the most important shipping and receiving ports in the world for American
Ginseng. American Ginseng is typically not sorted before shipping to Hong Kong. The American
Ginseng is sold based on its weight and shipments may contain American Ginseng of various shapes
and sizes. Sorting of American Ginseng is generally performed by resellers. The graded and sorted
American Ginseng is then sold to retailers or re-exported. At the retail level, American Ginseng is
typically sold in bulk form or packaged form. When retailers sell in bulk, the American Ginseng is
placed in large jars for customers to choose. Once selected, the American Ginseng is placed in bags
and then weighed and priced accordingly.
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DEMAND FOR AMERICAN GINSENG IN THE GLOBAL MARKET

The global market demand for American Ginseng is growing both in terms of retail value and
volume, and is expected to increase by a CAGR of approximately 35.9% and 5.9%, respectively,
between 2008 and 2016.

The global demand for American Ginseng in terms of retail value increased by approximately
440.6%, or a CAGR of approximately 40.1%, from approximately US$378.9 million in 2008 to
approximately US$2,048.2 million in 2013, respectively. On the other hand, the global demand for
American Ginseng in terms of retail volume increased at a slower rate of approximately 35.3%, or a
CAGR of approximately 6.2%, from approximately 3,314,000 kg in 2008 to approximately 4,483,400 kg
in 2013. A reason for the larger increase in demand in terms of retail value is that the demand for
American Ginseng has increased faster than its supply, and therefore has driven up the price.

As countries, such as the PRC, become wealthier and more health conscious, and with alternative
medical practices such as traditional Chinese medicine gaining in popularity, the global demand for
American Ginseng is forecasted to grow continuously. The global demand in terms of retail value is
forecasted to grow by another 70.8%, or at a CAGR of approximately 30.7%, between 2014 and 2016,
to reach approximately US$4,395.1 million in 2016. In terms of retail volume, the global demand is
forecasted to grow by another 9.8%, or at a CAGR of approximately 4.8% between 2014 and 2016,
to reach approximately 5,241,600 kg in 2016.

The following chart sets forth the global market demand for American Ginseng in terms of
retail value and volume for the periods indicated.

Global Market Value and Volume of Demand for American Ginseng
(including Wild Ginseng and Cultivated Ginseng) from 2008 to 2016

US$, million

kg, thousand

6,000 — 1 6,000
5241.6
5,046.0

5,000 — 4 5,000

4,000 |— - 4,000
33140 31232 35175

3,000 — 25734 3,000

2,000 |— = 2,000

1,1779

1,000 |— 7370 8493 1,000

378.9 448.5 .
0 1 - 1 1 1 1 1 1 1 0

2008 2009 2010 2011 2012 2013 2014F 2015F 2016F Year
mm Demand Value (US$, million) === Demand Volume (kg, thousand)

Notes:  Value is calculated based on the retail level; American Ginseng includes wild and cultivated American Ginseng

from China, U.S. and Canada
Sources: Ipsos research, interviews and analysis
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Due to the scarcity of Wild Ginseng, there are less stock available in the market, compared to
Cultivated Ginseng. Hence, the market volume of Wild Ginseng has been growing at a slower rate of
approximately 18.8% between 2008 and 2013, from approximately 70,100 kg in 2008 to approximately
83,300 kg in 2013, at a CAGR of approximately 3.5%. At the same time, because of the scarcity, sellers
of Wild Ginseng are able to command a higher price. As a result, there was an increase in demand in
terms of retail value of Wild Ginseng during the same period, from approximately US$134.2 million in
2008 to approximately US$723.0 million in 2013, or approximately 438.7% at a CAGR of 40.1%.

On the other hand, there was an increase in the demand for Cultivated Ginseng in terms of
retail value by approximately 441.6% between 2008 and 2013, or at a CAGR of approximately 40.2%,
while the demand in terms of retail sales volume increased by approximately 35.6%, or at a CAGR
of approximately 6.3%, in the same period.

The following table sets forth the breakdown of global market demand for American Ginseng
in terms of retail value and volume for the periods indicated.

Global Market Value and Volume of Demand for American Ginseng
(breakdown of Wild Ginseng and Cultivated Ginseng) from 2008 to 2016

Wild Cultivated Total
Ginseng Ginseng American Ginseng

Value Value Value
Value  Volume  per Kg Value  Volume  per Kg Value  Volume  per Kg
US$ kg, Us$ Us$ kg, US$ US$ kg, Us$

Year million  thousand million  thousand million  thousand
2008 134.2 70.1 1,914.0 2447 3,243.9 75.4 378.9  3,314.0 114.3
2009 158.0 619  2,551.9 290.6  3,061.3 94.9 448.6  3,123.2 143.6
2010 272.1 87.2  3,120.6 4649  3,823.1 121.6 737.0  3,910.3 188.5
2011 217.6 523 4,160.8 631.7  3,932.3 160.6 849.3  3,984.6 213.1
2012 401.2 67.5  5,944.0 716.7  4,024.7 193.0  1,177.9  4,092.2 287.8
2013 723.0 83.3  8,680.1 1,325.2  4,400.1 301.2  2,048.2  4,483.4 456.8
2014F 935.9 86.3 10,850.1 1,637.5  4,689.1 3492 2,573.4 47754 538.9
2015F 1,292.2 88.9 14,529.7  2,2253  4957.1 4489  3,517.5  5,046.0 697.1
2016F 1,501.7 842 17,8319  2,893.4 51574 561.0  4,395.1 5,241.6 838.5
Notes: Value is calculated based on the retail level; American Ginseng includes American Ginseng from China, U.S.

and Canada.
Sources:  Ipsos research, interviews and analysis.
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Market Value and Volume of Demand for American Ginseng (including wild
and cultivated) in China, Hong Kong, and Southeast Asia from 2008 to 2016

China Hong Kong Southeast Asia
Value Volume Value Volume Value Volume
Year (US$ million) (Kg, thousand) (US$ million) (Kg, thousand) (US$ million) (Kg, thousand)
2008 3477 2,631.3 4.5 31.0 1.7 53.9
2009 413.2 2,479.8 4.8 29.2 8.1 50.8
2010 679.4 3,104.8 1.7 36.5 13.1 63.6
2011 784.5 3,335.6 8.3 37.4 14.1 65.2
2012 1,118.4 3,562.5 11.8 38.1 20.6 67.8
2013 1,856.8 3,991.8 214 47.4 26.7 60.4
2014F 2,320.1 4341.5 21.4 50.1 26.0 62.2
2015F 3,441.3 4,683.9 34.7 52.4 41.5 64.0
2016F 4,302.1 4,965.4 42.6 54.7 50.4 65.9
Notes: Value and volume are calculated based on the retail level in the respective market. American Ginseng includes
American Ginseng from China, U.S. and Canada
Sources:  Ipsos interviews, research and analysis.
Average retailed price of wild and cultivated ginseng in Hong Kong
Wild Ginseng Cultivated Ginseng : :
(USS$/ke) (USS$/ke) \GYlld American
$10,000.0 - $300.0 tnseng
(US$/kg)
$9,000.0 2554
$8,000.0- - $250.0 ---- Cultivated
American
$7.000.0 42000 Ginseng
$6,000.0 i : (US$/kg)
$5,000.0 | $150.0
$4,000.0
$3,000.0 - $100.0
$2,000.0 21220
$1,000.0 $50.0
2008 2009 2010 2011 2012 2013
Notes: Value is calculated based on the retail level; American Ginseng includes American Ginseng from China, U.S.
and Canada
Sources:  Ipsos interviews, research and analysis
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AVERAGE EXPORT PRICE OF AMERICAN GINSENG

The export price of American Ginseng to Hong Kong differs depending on the origin of the root
and whether it is Wild Ginseng or Cultivated Ginseng. The export price is also largely dependent on
the harvest yield. For the period between 2008 and 2013, the price per kg of Wild Ginseng experienced
an increase of approximately 27.8%, at a CAGR of approximately 5.0%. On the other hand, the price
per kg of Cultivated Ginseng grown in the United States increased by approximately 137.2%, at a
CAGR of approximately 18.8%, from 2008 to 2013. As a result, the gap between the export prices of
Wild Ginseng and Cultivated Ginseng grown in the United States in 2013 widened by approximately
14.4%, from approximately US$322.1 per kg in 2008 to approximately US$368.6 per kg in 2013.

Due to scarcity and the greatest perceived medicinal value, Wild Ginseng commanded the
highest export price between 2008 and 2013, and reached approximately US$462.3 per kg in 2013.
In 2013, Cultivated Ginseng grown in the United States was the second most expensive, and reached
the export price of approximately US$93.7 per kg. This is mostly due to the higher production cost
involved in cultivating and harvesting American Ginseng in the United States. In 2013, the export
price of Cultivated Ginseng grown in Canada was approximately US$70.1 per kg.

While the export price of Wild Ginseng has experienced an increasing trend, the export price of
Cultivated Ginseng has been fluctuating. However, the export price of Cultivated Ginseng is generally
able to rebound within the next one or two years. The export prices of Wild Ginseng, Cultivated
Ginseng grown in the United States and Cultivated Ginseng grown in Canada increased in 2013 and
reached approximately US$462.3, US$93.7 and US$70.1 per kg, respectively.

The following chart sets forth the average export price for American Ginseng for the periods
indicated.

Average Export Price for American Ginseng from 2008 to 2013

Cultivated American Wild American === Canadian
Ginseng (US$/Kg) Ginseng (US$/Kg) American
$300 - - $900 Ginseng
—== U.S. Cultivated
$763.0 - $800 American
$250 Ginseng
- $700 —— China
American
$200 A L $600 Ginseng
— U.S. Wild
- $500 American
$150 Ginseng
- $400
$100 A - $300
- $200
$50
- $100
$0 $0
2008 2009 2010 2011 2012 2013
Note: (1) Export price is the unit price value calculated from the value of export divided by the quantity of export.

(2) The export prices refer to the blended export prices for both American Ginseng roots and other forms
of American Ginseng, such as American Ginseng powder, American Ginseng fibers and sliced American
Ginseng, etc.
Sources:  Statistics Canada; U.S. Census Bureau; General Administration of Customs of the PRC; Ipsos research and
analysis
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While the above illustrated the export price trend for both processed and unprocessed form of
Wild Ginseng and Cultivated Ginseng, the following chart sets forth the average purchase price of
Wild Ginseng and Cultivated Ginseng for wholesalers in Hong Kong for the periods indicated:

Average Purchase Price of Wild Ginseng and Cultivated Ginseng for wholesalers
in Hong Kong from 2008 to 2013

Wild Cultivated — Wild Ginseng
Ginseng Ginseng
(US$/Kg) US$/k
$2,500 -g ,( $2%0% —---- Cultivated
$2,149.5 | $180.0 Ginseng
$2,000 - L $160.0
$1,653.5 - $140.0
1 1,322.8 L
$1,500 $1279.1 $ $120.0
$994.8 --$95.0 | $1000
1,000 - : T 1 $80.0
$ T 3800 iﬁOO
$500 —mmmT oI 510 I $40.0
1 s - $47.0 [
§320 $35.0 | s200
. . . . . $0.0
2008 2009 2010 2011 2012 2013

Note: Average purchase price of American Ginseng for wholesalers in Hong Kong refers to the average prices the
wholesalers in Hong Kong pay for sourcing their American Ginseng.

Source: Ipsos research and analysis

The average purchase price of Cultivated Ginseng for the first quarter of 2014 increased to
US$130 per kg, which is approximately 36.8% higher than the average purchase price of Cultivated
Ginseng for the year 2013.

On the other hand, the average purchase price of Wild Ginseng for the first quarter of 2014
increased to US$2,800 per kg, which is approximately 30.3% higher than the average purchase price
of Wild Ginseng for the year 2013.

GLOBAL MARKET SUPPLY OF AMERICAN GINSENG

The supply of American Ginseng is to a large extent affected by the weather. In particular,
the production of American Ginseng in North America has decreased drastically in 2008 due to
unfavourable weather conditions.

In 2013, the global supply of American Ginseng was approximately 3,342,100 kg. Canada
was the largest producer of American Ginseng and accounted for approximately 72.4% of the global
supply in 2013. Ontario is a major producer of American Ginseng within Canada. The United States
accounted for approximately 13.6% of the global supply of American Ginseng in 2013, of which
90% to 95% of the American Ginseng was produced in Wisconsin. Only 19 states in the United
States are permitted to export Wild Ginseng, namely: Alabama, Arkansas, Georgia, Illinois, Indiana,
Towa, Kentucky, Maryland, Minnesota, Missouri, New York, North Carolina, Ohio, Pennsylvania,
Tennessee, Vermont, Virginia, West Virginia and Wisconsin. Production of American Ginseng in the
PRC accounted for approximately 14.0% of the total global supply in 2013.
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The following chart sets forth the global supply of American Ginseng by volume in 2013.

Global Supply of American Ginseng in 2013

467.0 thousand kg
14.0%

325.0 thousand kg
9.7%

2,420.1 thousand kg
72.4%

130.0 thousand kg
3.9%

B Canada B U.S. (Wild Ginseng)
®U.S. (Cultivated Ginseng) B China

Sources:  United States Department of Interior; United States Department of Agriculture; Ipsos interviews and
analysis.

The global supply of American Ginseng as a whole decreased between 2008 and 2013, at a
CAGR of approximately -0.5%. Canada was the largest producer of American Ginseng, producing on
average about 70% to 80% of the world’s total supply between 2008 and 2013. However, Canada’s
share of supply as a proportion to the global supply has decreased since 2008, from around 81.9% in
2008 to around 72.4% in 2013. The United States and the PRC accounted for about 13.6% and about
14.0% of the world’s total supply of American Ginseng in 2013, respectively.

The following chart sets forth the amount of American Ginseng supply in terms of volume for
the periods indicated.

American Ginseng Supply by Volume from 2008 to 2013

Volume (’000, kg)
4,500 - 4,343.4

4,000 -

3,500 - ® China

4670 @ U.S. (Cultivated Ginseng)
3250 m U.S. (Wild Ginseng)

3,000 -
2,500 -
130.0 ® Canada
2,000 -
1,500 - 2,420.1
1,000 -

500 -

Year

2008 2009 2010 2011 2012 2013

Sources:  Statistics Canada; U.S. Census Bureau; U.S. Fish and Wildlife Service; General Administration of Customs
of the PRC; Ipsos research and analysis.
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ROLE OF HONG KONG IN THE SUPPLY CHAIN OF AMERICAN GINSENG

Hong Kong is one of the most important American Ginseng shipping and receiving port in the
world. In 2013, around 90.3% of Canada’s American Ginseng exports, 45.9% of the United States’
American Ginseng exports and 78.7% of China’s American Ginseng exports were destined to Hong
Kong.

Hong Kong’s important role in the distribution of American Ginseng is explicable by its import
and export policies. As a free port, Hong Kong does not levy any customs tariff on imports and exports
of American Ginseng. There is also no tariff quota or surcharge, or value added and general services
taxes for American Ginseng imported into Hong Kong.

In comparison, the import tariff for American Ginseng originating in countries which enjoy
most-favoured-nation-treatment in China from Hong Kong into the PRC was 7.5% and the value-added
tax was 13%. According to the Customs of China, American Ginseng is categorised as a drug for the
purpose of importation, therefore an importer of American Ginseng needs to obtain a Drug Import
Note (#E[18E4Hit ) from the State Food and Drug Administration and other statutory formalities.
In addition, American Ginseng that is to be imported into the PRC needs to go through a series of
stringent inspections at the port.

COMPETITIVE ANALYSIS OF THE AMERICAN GINSENG MARKET
Competitive Landscape

In the year ended 31 December 2013, sales of the top five wholesalers accounted for approximately
75.9% of all American Ginseng in Hong Kong in terms of volume and 93.9% in terms of value.
Competition remains high in the American Ginseng industry in Hong Kong as the market is dominated
by the top key players and new entrants are joining the industry. With more players into the industry,
it may be a challenge to secure adequate supplies of American Ginseng in the future. Nevertheless, as
consumers are becoming wealthier, coupled with an increase in the awareness to health, the demand
for health related products, such as American Ginseng, will continue to increase.

The following charts set out the top five American Ginseng first-level wholesalers in Hong
Kong for the periods indicated.
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Top 5 American Ginseng first-level Wholesalers in Hong Kong in 2011

Name of
Company

Our Group

Company A
Company B
Company C
Company D

Share
Share of Sales of Sales
Headquarter Revenue Revenue Volume Volume
Location in 2011 in 2011 in 2011 in 2011
HK$ % kg, %

million thousand
Hong Kong 444.5 45.1 1,060.3 38.2
Hong Kong 188.5 19.1 542.3 19.5
Hong Kong 121.1 12.3 365.2 13.1
Hong Kong 51.7 5.2 134.7 4.9
Hong Kong 36.6 3.7 98.2 3.5
143.4 14.6 576.8 20.8
985.8 100.0 2,777.5 100.0

(1) Revenues are based on financial year of 1 January to 31 December, i.e. 1 January 2011 to 31 December

2011; (2) The figures above only count for the sales activities of American Ginseng; (3) The figures above

are all collected from interviews; and (4) First-level wholesalers are the wholesalers directly import American

Ginseng from Growers, Harvesters or Bulk Exporters and wholesale to their customers.

Ipsos interviews and analysis.

Top 5 American Ginseng first-level Wholesalers in Hong Kong in 2012

Name of
Company

Our Group

Company A
Company B
Company C
Company D

Share
Share of Sales of Sales
Headquarter Revenue Revenue Volume Volume
Location in 2012 in 2012 in 2012 in 2012
HKS$ % kg, %

million thousand
Hong Kong 442 .4 38.0 1,014.8 35.0
Hong Kong 222.0 19.1 557.1 19.2
Hong Kong 130.8 11.3 361.9 12.5
Hong Kong 59.3 5.1 135.8 4.7
Hong Kong 40.1 3.4 101.9 3.5
268.1 23.1 728.1 25.1
1,162.7 100.0 2,899.6 100.0

(1) Revenues are based on financial year of 1 January to 31 December, i.e. 1 January 2012 to 31 December

2012; (2) The figures above only count for the sales activities of American Ginseng; (3) The figures above

are all collected from interviews; and (4) First-level wholesalers are the wholesalers directly import American

Ginseng from Growers, Harvesters or Bulk Exporters and wholesale to their customers.

Ipsos interviews and analysis.
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Top 5 American Ginseng first-level Wholesalers in 2013

Share
Share of Sales of Sales
Name of Headquarter Revenue Revenue Volume Volume
Rank Company Location in 2013 in 2013 in 2013 in 2013
HK$ % kg, %

million thousand
1 Our Group Hong Kong 725.9 55.2 1,110.9 36.4
2 Company A Hong Kong 252.4 19.2 584.0 19.1
3 Company B Hong Kong 144.6 11.0 375.2 12.3
4 Company C Hong Kong 67.1 5.1 141.9 4.6
5 Company D Hong Kong 44.7 3.4 107.0 3.5
Others 79.9 6.1 734.9 24.1
Total 1,314.6 100.0 3,053.9 100.0
Notes: (1) Revenues are based on financial year of 1 January to 31 December, i.e. 1 January 2013 to 31 December

2013; (2) The figures above only count for the sales activities of American Ginseng; (3) The figures above
are all collected from interviews; and (4) First-level wholesalers are the wholesalers directly import American
Ginseng from Growers, Harvesters or Bulk Exporters and wholesale to their customers.

Sources:  Ipsos interviews and analysis.
Barriers to entry

According to the Ipsos Report, the main barrier to the American Ginseng wholesale
industry is whether one possesses sufficient knowledge about American Ginseng. For example,
it is vital for an American Ginseng wholesaler to be able to tell the difference between real and
fake American Ginseng, or American Ginseng which are of high or low quality.

In addition, the American Ginseng wholesale industry is largely dependent on established
relationships and trusts, which may be a barrier to new entrants. According to the Ipsos Report,
retailers of American Ginseng prefer to work with wholesalers whom they trust and can rely
on, and many of them have long established relationships with their wholesalers.

Future opportunities and challenges
Traditional Chinese medicine, such as American Ginseng, has become increasingly popular

in recent years. With the increase in awareness of health benefits of American Ginseng, it will

be an opportunity for wholesalers in Hong Kong.
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However, there have been increasing investments into the American Ginseng wholesale
industry in the past few years, which not only poses challenges in terms of increase in competition,
but also a challenge in terms of access to supplies, given that the supply of American Ginseng
is limited. Furthermore, some American Ginseng associations are encouraging wholesalers
in the PRC to import directly from the United States, instead of going through Hong Kong.
This may also pose a challenge to American Ginseng wholesalers in Hong Kong in the future.
For instance, Beijing Tong Ren Tang has been cooperating with Wisconsin State Agricultural
Society and Ginseng Herb&Co-Op since April 2013. Beijing Tong Ren Tang agrees to sell only
genuine Wisconsin American Ginseng at its 1,800 retail stores in China. The direct sourcing
by the PRC-based American Ginseng wholesalers from the U.S. may pose threats to the status
of Hong Kong as a leading hub for the imports and exports of American Ginseng.

Key Advantage of our Group over Competitors

According to the Ipsos Report, we have been the largest first-level wholesaler of American
Ginseng in Hong Kong in the years ended 31 December 2011, 2012 and 2013 in terms of both
sales revenue and sales volume. Having been in the American Ginseng wholesale industry for
over 20 years, we have established close relationship with Growers, Bulk Exporters and other
suppliers which enable us to procure American Ginseng at a competitive price. According to
the Ipsos Report, the average purchase price for Wild Ginseng for wholesalers in Hong Kong
for 2013 was approximately USD2,149.5 per kg (equivalent to approximately HK$16,658.6
per kg), which is approximately 13.7% higher than our average purchase cost of Wild Ginseng
of approximately HK$16,116.0 per kg. Our Directors believe that our success primarily stems
from our well established relationships with Growers, Bulk Exporters, our other suppliers
and customers. In addition, we are located in Hong Kong, the key hub for the wholesale and
distribution of American Ginseng as it benefits from free trade regulations.
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This section sets out an overview of Hong Kong, Canadian and U.S. laws, regulations and rules
applicable, though not exhaustive, to our Group’s business.

OVERVIEW OF LAWS AND REGULATIONS OF HONG KONG
Protection of Endangered Species of Animals and Plants Ordinance

Both China and Hong Kong are parties to the CITES. The Protection of Endangered Species
of Animals and Plants Ordinance (Chapter 586 of the Laws of Hong Kong) (the “Protection of
Endangered Species Ordinance”) came into effect on 1 December 2006 to give effect to the CITES
in Hong Kong. The importation, introduction from the sea, exportation, re-exportation and possession
or control of specified endangered species of animals and plants, along with parts and derivatives of
those species, are thus regulated under the Protection of Endangered Species Ordinance. Schedule
1 to the Protection of Endangered Species Ordinance sets out a list of species and categorises them
into different appendices which are regulated with varying degrees of control under the Protection of
Endangered Species Ordinance. American Ginseng is included as an “Appendix II species”.

Under the Protection of Endangered Species Ordinance, an importer may import into Hong
Kong from any other jurisdiction (including the PRC) Wild Ginseng only if the importer (i) obtains
an import licence issued by the Director of Agriculture, Fisheries and Conservation and produces
such import licence to an authorised officer of the Customs and Excise Department; and (ii) produces
and surrenders the CITES permit issued by the relevant authorities of the exporting country to the
authorised officer, for retention and cancellation.

On the other hand, in relation to Cultivated Ginseng, under the Protection of Endangered
Species Ordinance, an importer may import into Hong Kong from any other jurisdiction (including
the PRC) Cultivated Ginseng if (i) the importer produces the CITES permit issued by the relevant
authorities of the exporting country to an authorised officer of the Customs and Excise Department;
(i1) an authorised officer has inspected the Cultivated Ginseng to compare it with the particulars on
the CITES permit and is satisfied that the particulars tally; and (iii) the importer surrenders to the
authorised officer the CITES permit for retention and cancellation.

Prior to the re-exportation of American Ginseng out of Hong Kong, the re-exporter shall,
pursuant to the Protection of Endangered Species Ordinance, apply for a re-export licence from the
Director of Agriculture, Fisheries and Conservation, which may be issued with or without conditions
as the director considers appropriate. Any such re-export licence obtained by the re-exporter shall
be produced to an authorised officer of the Customs and Excise Department before the American
Ginseng is re-exported from Hong Kong.

The Protection of Endangered Species Ordinance also regulates the possession or control of
“Appendix II species”, such as American Ginseng. A person may have in his or her possession or
under his or her control American Ginseng, if he or she is issued a possession or control licence by
the Director of Agriculture, Fisheries and Conservation. Alternatively, he or she may have in his or
her possession or under his or her control dried American Ginseng if he or she proves by documentary
evidence or otherwise that the American Ginseng in question is not a live plant of wild origin and
it is not a species listed under Appendix I to Schedule 1 to the Protection of Endangered Species
Ordinance. All the American Ginseng that we traded during the Track Record Period is neither live
plant of wild origin nor a species listed under Appendix I.

- 64 -



REGULATORY OVERVIEW

Under the Protection of Endangered Species Ordinance, a person may import, re-export or have
in his or her possession or under his or her control dried American Ginseng in transit if, upon landing
of the American Ginseng in Hong Kong, the person produces to an authorised officer a CITES permit
issued by the relevant authorities of the exporting country in respect of the American Ginseng.

As stipulated in the Protection of Endangered Species Ordinance, a person commits an offence
if he or she imports Wild Ginseng without an import licence or re-exports American Ginseng (whether
Wild Ginseng or Cultivated Ginseng) without a re-export licence. A person guilty of an offence above
is liable on conviction to a fine and imprisonment. Higher penalties can be imposed by the court if
the offence is committed for commercial purposes. Other than American Ginseng, three shark species
are also protected under the Protection of Endangered Species Ordinance as “Appendix II species”.
Thus, similar to American Ginseng, a person may have in his or her possession or under his or her
control such shark species (or derivatives of such shark species like shark fins) if he or she is issued a
possession or control licence by the Director of Agriculture, Fisheries and Conservation. Alternatively,
he or she may have in his or her possession or under his or her control such shark species if he or she
proves by documentary evidence or otherwise that the shark species in question are not live animals
of wild origin and they are not species listed under Appendix I to Schedule 1 to the Protection of
Endangered Species Ordinance. We do not import shark fins. All of the shark fins that we sold in
the Track Record Period are neither live animals of wild origin nor species listed under Appendix
I to Schedule 1 to the Protection of Endangered Species Ordinance. We only purchased shark fins
from suppliers based in Hong Kong and sell them on an ad hoc basis to secondary wholesalers and
retailers who are customers of our American Ginseng. The revenue from sales of shark fins was nil,
approximately HK$0.2 million and nil, respectively, for the years ended 31 December 2011, 2012
and 2013. The revenue from sales of shark fins in 2012 contributed approximately 0.05% of our total
sales revenue for the year.

For completeness, further changes to the CITES were approved in March 2013, as a result of
which five other shark species, would become protected as “Appendix II species”. If and when such
changes are given effect in Hong Kong through amendments to the Protection of Endangered Species
Ordinance, the regulations therein will extend to the five shark species as well.

As advised by our Hong Kong Legal Counsel, for the import, export or re-export of American
Ginseng, our Group’s procedures for importing, exporting or re-exporting American Ginseng is in
compliance with the Protection of Endangered Species Ordinance. Our Directors confirm that up to
the Latest Practicable Date, no legal proceedings (whether criminal or civil) have been instituted,
brought or continued against us for violation or non-compliance of the Protection of Endangered
Species Ordinance.

Import and Export Ordinance
The Import and Export Ordinance (Chapter 60 of the Laws of Hong Kong) is an ordinance

which provides for the regulation and control of, amongst other things, the import and export of
articles into or out of Hong Kong.
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American Ginseng is currently not a “prohibited article” under the provision of the Import and
Export Ordinance and its subsidiary legislations. Thus, a licence issued by the Director-General of
Trade and Industry for permission of importation and exportation of American Ginseng is not required
under the Import and Export Ordinance.

However, according to the Import and Export (Registration) Regulations (Chapter 60E of
the Laws of Hong Kong), a subsidiary legislation of the Import and Export Ordinance, an importer
of American Ginseng is under an obligation to lodge with the Customs and Excise Department
an accurate and complete import declaration through a specified “Government Electronic Trading
Services” provider. Further, a similar obligation is imposed on an exporter of American Ginseng by
the same Regulations. Therefore, we are obliged to lodge import and export declarations with the
Customs and Excise Department under the Import and Export (Registration) Regulations. As advised
by our Hong Kong Legal Counsel, for the import of American Ginseng, our Group’s procedure for
importing, exporting or re-exporting American Ginseng is in compliance with the Import and Export
(Registration) Regulations. As confirmed by our Directors, no legal proceedings (whether criminal
or civil) have been instituted, brought or continued against us for violation or non-compliance of any
relevant Hong Kong laws and regulations in respect of our import of American Ginseng into Hong
Kong up to the Latest Practicable Date.

Food Safety Ordinance

The Food Safety Ordinance (Chapter 612 of the Laws of Hong Kong) (the “Food Safety
Ordinance”) came into force on 1 August 2011. The purposes of the Food Safety Ordinance are,
amongst other things, to establish a registration scheme for food importers and food distributors; to
require the keeping of records by persons who acquire, capture, import or supply food; and to enable
food import controls to be imposed. Certain of our products (including cubilose, black moss, abalone,
scallop, sea cucumber, shark fin and fish maw) fall within the scope of the Food Safety Ordinance.

Food importers and food distributors (persons who, in the course of business, supply food in
Hong Kong by wholesale) must register with the Director of Food and Environmental Hygiene. In
considering an application for registration, the Director of Food and Environmental Hygiene would
take into account of factors laid out in the Food Safety Ordinance, such as the applicant’s history
of any past contravention in the period of 12 months immediately before the application. Moreover,
pursuant to the Food Safety Ordinance, the Director of Food and Environmental Hygiene may revoke
a registration if the registered person has repeatedly contravened the Food Safety Ordinance or if
the registered person has (in the case of a natural person) died or (in the case of a corporate person)
been wound up.

As at the Latest Practicable Date, although our Group only imports American Ginseng (which is
excluded from the “food” definition in the Food Safety Ordinance), HF Hong, HF Ginseng Importer,
HF Importer, Hang Fat (2013), HF Ginseng Retail, HF Ginseng and HF Ginseng Trading are all
registered food importers for Chinese herbs and Chinese herb products. In other words, they would
have the required registration to import Chinese herbs and Chinese herb products if they decide to do
so. Moreover, HF Hong, HF Ginseng Importer, HF Importer, Hang Fat (2013), HF Ginseng Retail, HF
Ginseng and HF Ginseng Trading are also registered food distributors of Chinese herbs and Chinese
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herb products. Thus, they are entitled to carry on food distribution businesses in respect of such food
in Hong Kong. On the other hand, HF Ginseng Retail is also a registered food importer and distributor
of Chinese herbs, Chinese herb products and vegetables (including mushrooms, fungi and seaweed).
Therefore, it would have the required registration to import such products if it decides to do so, while
it is also entitled to carry on food distribution business in respect of such food in Hong Kong.

Further, the Food Safety Ordinance imposes the following respective record-keeping obligations
on food importers, food distributors and all other persons who acquire food in the course of business
to enhance traceability of food in Hong Kong:

(1) Food importers as well as a persons who, in the course of business, acquire food in Hong
Kong must record the relevant information about the acquisition of the food, including
(a) the date when the food was acquired; (b) the name and contact details of the person
from whom the food was acquired; (c) the total quantity of the food; and (d) a description
of the food, at the time of importation and within 72 hours after the acquisition of the
food respectively.

(ii) In addition to the above obligations, food importers must also record the place from
which the food was imported.

(iii) Food distributors are required to record (a) the date when the food was supplied; (b)
the name and contact details of the person to whom the food was supplied; (c) the total
quantity of the food; and (d) a description of the food within 72 hours after the supply
of the food.

(iv)  All records must be kept for three months after the acquisition or supply in respect of
food with a shelf-life of three months or less and 24 months after the acquisition or
supply in respect of food with a shelf-life of greater than three months.

Pursuant to the Food Safety Ordinance, the Director of Food and Environmental Hygiene has
the power to inspect, use and make public disclosure of the records required to be kept under the
Food Safety Ordinance. Moreover, as stipulated by the Food Safety Ordinance, the Director of Food
and Environmental Hygiene also has power to make “food safety orders” against any person including
(amongst other things) orders prohibiting the import or supply of any food for a specified period or
directing a recall, destruction or disposal of any food, if he or she has reasonable grounds to believe
that the making of such orders is necessary to prevent or reduce a possibility of danger to public health
or to mitigate any adverse consequence of a danger to public health. As confirmed by our Directors,
no legal proceedings (whether criminal or civil) have been instituted, brought or continued against us
for violation or non-compliance of the Food Safety Ordinance up to the Latest Practicable Date.

Chinese Medicine Ordinance
The Chinese Medicine Ordinance (Chapter 549 of the Laws of Hong Kong) (the “Chinese
Medicine Ordinance”) is an ordinance which regulates the Chinese medicine industry. It provides for,

amongst other things, a licensing regime for traders of Chinese herbal medicines and a registration
regime for proprietary Chinese medicines.
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As stipulated by the Chinese Medicine Ordinance, a retailer may only sell by retail dispense
to another or possess for the purpose of retail any Schedule 2 Chinese herbal medicines, if it has a
retailer licence issued by the Chinese Medicines Board and the retailed Chinese herbal medicines are
sold at the retailer’s premises as specified in such licence.

On the other hand, pursuant to the Chinese Medicine Ordinance, a wholesaler may only sell or
distribute by way of wholesale or for the purpose of wholesale any Schedule 2 Chinese herbal medicine,
if a wholesaler licence issued by the Chinese Medicines Board has been obtained and the wholesaled
Chinese herbal medicines are sold at the wholesaler’s premises as specified in such licence.

In relation to the application of both a retailer licence and wholesaler licence, the Chinese
Medicines Board would take into account of the factors set out in the Chinese Medicines Regulation
(Chapter 549F of the Laws of Hong Kong), including, amongst other things, the sanitary condition of
the wholesale or retail premises and the adequacy and suitability of the facilities for storing Chinese
herbal medicines.

Certain of our products such as American Ginseng, dried cordyceps (% #k & %), deer antler
(REFE), dendrobium ({1 f}), Chinese angelica (¥# /) and pseudoginseng (H L) are listed as Chinese
herbal medicines under Schedule 2 to the Chinese Medicine Ordinance. As at the Latest Practicable
Date, each of the following companies in our Group holds the relevant licence(s) under the Chinese

Medicine Ordinance and is licensed to conduct the relevant business(es):

Company

HF Hong

HF Ginseng Importer

Hang Fat (2013)

HF Ginseng Retail

HF Ginseng

HF Ginseng Trading

Licence type

Wholesaler of “Schedule 2”
Chinese herbal medicines

Wholesaler of “Schedules 1
Chinese herbal medicines

Wholesaler in proprietary
Chinese medicines

Wholesaler of “Schedule 2”
Chinese herbal medicines

Retailer of “Schedule 2”
Chinese herbal medicines

Wholesaler of “Schedule 2”
Chinese herbal medicines

Wholesaler of “Schedule 2”
Chinese herbal medicines
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Duration

From 12 April 2012 to
15 April 2016

From 20 February 2012 to
19 February 2016

From 20 February 2012 to
19 February 2016

From 7 August 2013 to
6 August 2015

From 25 September 2013 to
24 September 2015

From 25 September 2013 to
24 September 2015

From 7 August 2013 to
6 August 2015
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Although our Group does not at any time during the Track Record Period sell Schedule 1 Chinese
herbal medicines (which are toxic herbal medicines), as disclosed above, HF Ginseng Importer is
nonetheless licensed to conduct business in the wholesale of both Schedule 1 and Schedule 2 Chinese
herbal medicines from 20 February 2012 to 19 February 2016. Therefore, if we wish to do so, HF
Ginseng Importer has the necessary licence to sell by way of wholesale Schedule 1 Chinese herbal
medicines. As confirmed by our Directors, no legal proceedings (whether criminal or civil) have been
instituted, brought or continued against us for violation or non-compliance of the Chinese Medicine
Ordinance up to the Latest Practicable Date.

Public Health and Municipal Services Ordinance

Our operations are subject to the Public Health and Municipal Services Ordinance (Chapter
132 of the Laws of Hong Kong) (the “PHMSO”)

Pursuant to the PHMSO, no person shall add substance to food, use any substance as an ingredient
in the preparation of food, abstract any constituent from food, or subject food to any other process
or treatment, so as to render the food injurious to health. It also provides that no one shall sell any
such food for human consumption.

Under the PHMSO, a person may be guilty of an offence if it sells to the prejudice of a
purchaser any food which is not of the nature, not of the substance, or not of the quality, of the food
demanded by the purchaser. It is also an offence under the PHMSO if a person sells, or offers or
exposes for sale or has in his possession for the purpose of sale any food intended for, but unfit, for
human consumption. Further, it is also an offence for a food seller to apply for a label, which falsely
describes the food or is calculated to mislead as to its nature, substance or quality.

The subsidiary legislation of the PHMSO provides further regulations. Specific restrictions on
the use of food colouring, the use of food sweeteners, metallic contents in food, the maximum levels
of specified harmful substances in food and food preservations are found in the Colouring Matter in
Food Regulations (Chapter 132H of the Laws of Hong Kong), the Sweeteners in Food Regulations
(Chapter 132U of the Laws of Hong Kong), the Food Adulteration (Metallic Contamination) Regulations
(Chapter 132V of the Laws of Hong Kong), the Harmful Substances in Food Regulations (Chapter
132AF of the Laws of Hong Kong) and the Preservatives in Food Regulation (Chapter 132BD of the
Laws of Hong Kong) respectively.

The Food Business Regulation (Chapter 132X of the Laws of Hong Kong) imposes on every
person carrying on a food business (such as our Group) the obligations to, amongst other things,
keep its business premises and equipment clean and protect its food from the risk of contamination
or deterioration.

Further, Regulation 4A of and Schedule 3 to the Food and Drugs (Composition and Labelling)
Regulations (Chapter 132W of the Laws of Hong Kong) require pre-packaged food be labeled in either
English, Chinese or both languages, with its food name or designation, a list of ingredients, an indication
of the “best before” or “use by” date, a statement of special conditions for storage or instructions for
use, count, weight or volume and the name and address of manufacturer or packer. By Regulation
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4B and Schedule 5 to such Regulations, pre-packaged food shall be legibly marked or labeled with a
list of nutrients, setting out the food’s energy, nutrient contents and other additional information, if
a nutrient claim is made. A person who sells pre-packaged food without proper label is guilty of an
offence under Regulation 5 of the Food and Drugs (Composition and Labelling) Regulations.

For the purpose of enforcing the food safety provisions under the PHMSO and its subsidiary
legislations, any public officer authorised by the Director of Food and Environmental Hygiene has
the power to examine and take samples of food as well as to seize, remove, destroy or dispose of
any food which appears to be unfit for human consumption. As confirmed by our Directors, no legal
proceedings (whether criminal or civil) have been instituted, brought or continued against us for
violation or non-compliance of the PHMSO up to the Latest Practicable Date.

Other general statutory provisions relating to consumer protection and trade

Apart from the PHMSO and its subsidiary legislations, the Trade Descriptions Ordinance
(Chapter 362 of the Laws of Hong Kong) makes it an offence for any person, in the course of trade
or business, to (i) apply for a false trade description to any goods; (ii) supply or offer to supply any
goods to which a false trade description is applied; or (iii) has in his possession for sale or for any
purpose of trade or manufacture any goods to which a false trade description is applied. Furthermore,
pursuant to the same legislation, it is an offence for a person to import or export any goods to which
a false trade description is applied.

Undesirable Medical Advertisements Ordinance (Chapter 231 of the Laws of Hong Kong) is also
potentially relevant to our operations, as it prohibits a person from publishing any advertisement, which
is likely to lead to the use of any medicine (including any Chinese herbal medicine) for the purposes
of, amongst other things, promoting sexual virility, desire or fertility or restoring lost youth.

Inland Revenue Ordinance

The IRO is a statute enacted for the purposes of imposing taxes on property, earnings and
profits in Hong Kong.

The IRO provides, amongst other things, that profits tax shall be charged on every person
carrying on a trade, profession or business in Hong Kong in respect of his or her assessable profits
arising in or derived from Hong Kong at the standard rate, which stands as at the Latest Practicable
Date at 16.5% for corporate taxpayers. The IRO also contains detailed provisions relating to, amongst
other things, permissible deductions for outgoings and expenses, set-offs for losses and allowances
for depreciations of capital assets. As some of our subsidiaries carrying on businesses in Hong Kong,
our Directors confirm that our subsidiaries in Hong Kong are all subject to the profits tax regime
under the IRO.

As stipulated by the IRO, the IRD may give notice in writing to any person requiring him or her
to furnish a prescribed tax return. For the proper enforcement of the tax regime, the IRD is equipped
with various powers, including the power to require any person to furnish any relevant information,
the power to examine any person for the purposes of obtaining full information with regard to any
matter affecting a person’s liability, responsibility or obligation under the IRO and the power to
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require a person to furnish a detailed statement of assets and liabilities. The IRD may also in certain
circumstances apply to a magistrate for a search warrant. As required by the IRO, every person carrying
on a trade, profession or business in Hong Kong is required to keep sufficient records of his or her
income and expenditure and shall retain such records for a period of not less than seven years.

As stipulated by the IRO, a person commits a criminal offence if he or she, without reasonable
excuse, (i) makes an incorrect tax return by omitting or understating anything; (ii) makes an incorrect
statement in connection with a claim for any tax deduction or allowance; or (iii) gives any incorrect
information in relation to any matter or thing affecting his or her (or some other person’s) tax
liability. Such a person is liable on conviction to a fine. Depending on the situation, the IRD may,
instead of instituting criminal prosecution, require the person to pay additional tax of an amount not
exceeding treble the amount of tax which has been undercharged in consequence of the incorrect tax
return, statement or information. If the person makes or gives the incorrect tax return, statement of
information wilfully and with the intent to evade tax (or to assist any other person to evade tax), he
or she is guilty of a criminal offence and is liable on conviction to a fine and imprisonment. The IRO
further provides that a person who has been assessed additional tax shall not be liable to be charged
on the same facts with an offence as described above.

Our Directors confirm that at all times during the Track Record Period, save as non-compliance
with the IRO by HF Hong for the years of assessment from 2003/4 to 2007/08 and from 2009/10 to
2010/11, we have complied with the IRO. Details of the non-compliance with the IRO by HF Hong
are set out in the paragraph headed “Non-compliance matters under the IRO” under the section
headed “Business” of this prospectus. Further details of the internal control measures to prevent non-
compliance with the IRO are set out in the paragraph headed “Internal control measures designed to
prevent future non-compliance” under the section headed “Business” of this prospectus.

Employment and labour legislation

The principal employment and labour statutes in Hong Kong include the Employment Ordinance
(Chapter 57 of the Laws of Hong Kong) (the “EQ”), the Employees’ Compensation Ordinance (Chapter
282 of the Laws of Hong Kong) (the “ECO”), the Mandatory Provident Fund Schemes Ordinance
(Chapter 485 of the Laws of Hong Kong) (the “MPFSO”) and the Minimum Wage Ordinance (Chapter
608 of the Laws of Hong Kong) (the “MWQO”).

The EO is an ordinance enacted for, amongst other things, the protection of the wages of
employees and the regulation of the general conditions of employment and employment agencies.
Under the EO, an employee is generally entitled to, amongst other things, notice of termination of his
or her employment contract; payment in lieu of notice; maternity protection in the case of a pregnant
employee; not less than one rest day in every period of seven days; severance payments or long service
payments; sickness allowance; statutory holidays or alternative holidays; and paid annual leave of up
to 14 days depending on the period of employment. As advised by our Hong Kong Legal Counsel,
terms and conditions of the employment contracts entered into by our Group were (at the time when
the respective employment contracts were entered into) in compliance with the EO. In addition, our
Directors confirm that no legal proceedings (whether criminal or civil) have been instituted, brought or
continued against us for violation or non-compliance of the EO up to the Latest Practicable Date.
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The ECO is an ordinance enacted for the purpose of providing for the payment of compensation
to employees injured in the course of employment. As stipulated by the ECO, an employer is required
to take out an insurance policy to insure against the injury risk of his or her employees. Any employer
who contravenes this requirement commits a criminal offence and is liable on conviction to a fine
and imprisonment. An employer who has taken out an insurance policy under the ECO is required
to display a prescribed notice of insurance in a conspicuous place on each of its premises where
any employee is employed. Our Directors confirm that at all times during the Track Record Period,
HF Holdings has been the employer of all of our Group’s staff in Hong Kong and has maintained
an insurance policy under the ECO, with the requisite notice of insurance. As advised by our Hong
Kong Legal Counsel, terms and conditions of the employment contracts entered into by our Group
were (at the time when the respective employment contracts were entered into) in compliance with
the ECO. In addition, our Directors confirm that no legal proceedings (whether criminal or civil)
have been instituted, brought or continued against us for violation or non-compliance of the ECO up
to the Latest Practicable Date.

The MPFSO is an ordinance enacted for the purposes of providing for the establishment of
non-governmental mandatory provident fund schemes (“MPF Schemes”). The MPFSO requires
every employer of an employee of 18 years of age or above (but below the retirement age) to take
all practical steps to ensure that the employee becomes a member of a registered MPF Scheme. Any
employer who contravenes this requirement commits a criminal offence and is liable on conviction
to a fine and imprisonment. If an employer has, to the satisfaction of the Mandatory Provident Fund
Schemes Authority, complied with the requirement, a certificate would be issued to the employer,
certifying that the employer is a participating employer in the specified MPF Scheme. At all times
during the Track Record Period, each of HF Holdings and HF Hong has been a certified participating
employer in a registered MPF Scheme known as “HSBC MPF SuperTrust Plus”. As advised by our
Hong Kong Legal Counsel, terms and conditions of the employment contracts entered into by our
Group were (at the time when the respective employment contracts were entered into) in compliance
with the MPFSO. In addition, our Directors confirm that no legal proceedings (whether criminal or
civil) have been instituted, brought or continued against us for violation or non-compliance of the
MPFSO up to the Latest Practicable Date.

The MWO is a statute enacted for the purposes of providing for a minimum wage at an hourly
rate for most employees. It came into effect on 1 May 2011. From 1 May 2011, the minimum hourly
wage rate for an employee (other than an employee with disability) was HK$28.00 per hour, which
was increased to HK$30.00 per hour with effect from 1 May 2013. As advised by our Hong Kong
Legal Counsel, terms and conditions of the employment contracts entered into by our Group were
(at the time when the respective employment contracts were entered into) in compliance with the
MWO. In addition, our Directors confirm that no legal proceedings (whether criminal or civil) have
been instituted, brought or continued against us for violation or non-compliance of the MWO up to
the Latest Practicable Date.
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OVERVIEW OF LAWS AND REGULATIONS OF CANADA

We purchase American Ginseng from Growers with the assistance of the Canadian Bulk Exporter
based in the Canadian province of Ontario. The Canadian Bulk Exporter is subject to a range of
Canadian federal export laws and regulations, as well as permits and other approval processes relating
to the protection of American Ginseng as an endangered species. Since the export of American
Ginseng from Canada is arranged by the Canadian Bulk Exporter, our Group, as a mere purchaser, is
not subject to these requirements.

Export Controls

All companies and persons located in Canada who export goods from the country are subject to
certain reporting and record keeping requirements. Our Group engages the Canadian Bulk Exporter,
which is an Ontario-based third party and a Grower, to arrange for the export of the American
Ginseng from Canada. As a result, it is the responsibility of the Canadian Bulk Exporter to fulfil
the administrative reporting and record keeping requirements associated with exporting Cultivated
Ginseng from Canada.

Depending upon the type of goods that are being exported, a Canadian company may also be
subject to Canada’s Export and Import Permits Act (the “EIPA”). The EIPA is designed to allow the
Government of Canada to either limit, or prohibit altogether, the export of goods and technology
that are listed in the Export Control List (the “List”). Despite these restrictions, the EIPA allows
Canadian companies to obtain a permit to export controlled goods if the government is satisfied that
such exports will not be diverted towards illegitimate end-uses or ones that could harm Canada, its
allies or its foreign and defence interests abroad. American Ginseng is currently not listed on the
List, meaning that, at this time, the Canadian Bulk Exporter would not be required to obtain an export
permit in connection with the export of Cultivated Ginseng from Canada.

At present, Canada does not impose tariffs on the export of American Ginseng.
Endangered Species Legislation

The international trade of American Ginseng is regulated under CITES to which Canada and 176
other nations (including China) are signatories. The species of fauna and flora covered by CITES are
listed in three appendices in accordance with the degree of protection afforded. American Ginseng is
currently listed in Appendix II to CITES, meaning it is a species not yet threatened with extinction but
in which trade must be controlled in order to avoid utilisation incompatible with its survival. CITES
regulates trade through permit requirements for exports and re-exports of listed species.

In Canada, CITES is enforced pursuant to the Wild Animal and Plant Protection and Regulation
of International and Interprovincial Trade Act (“WAPPRIITA”) which forbids the import, export and
interprovincial transportation of species listed in the CITES appendices unless the appropriate licenses
and permits have been obtained. Various Canadian government enforcement agencies, including the
Canada Border Services Agency, the Canada Customs and Revenue Agency, the Canadian Food and
Inspection Agency and the Royal Canadian Mounted Police, collaborate with Environment Canada
to implement the treaty.
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In order to export American Ginseng from Canada, the Canadian Bulk Exporter would be required
to possess an export permit pursuant to WAPPRIITA. The Canadian Bulk Exporter has represented
that it has obtained a permit for the exportation of American Ginseng pursuant to WAPPRIITA. It is
important to note that since WAPPRIITA allows the Canadian government to revoke an export permit
for a contravention of its terms and conditions at any time, the fact that the Canadian Bulk Exporter
currently has a permit is no guarantee that it will continue to have one in the future.

The Ontario Endangered Species Act, 2007 provides that American Ginseng can be exported
from Ontario only if such American Ginseng is cultivated on land for which licence fees are payable
to the OGGA. This regulatory requirement is in addition to the export permit required pursuant to
WAPPRIITA. The Canadian Bulk Exporter has represented that all American Ginseng which it exports to
our Group has been cultivated on land for which licence fees have been validly paid to the OGGA.

As the export of American Ginseng from Canada is handled by the Canadian Bulk Exporter,
our Group does not engage in the export of American Ginseng from Canada. Hence, our Group is
not subject to CITES regulations in Canada governing the exportation of American Ginseng. The
Canadian Bulk Exporter was subject to and has represented to us that it was in compliance with
CITES regulations.

OVERVIEW OF LAWS AND REGULATIONS OF THE UNITED STATES

Federal Regulation

The export of American Ginseng from the United States is governed by CITES, which was
entered into by the United States in 1975 and is administered by the U.S. Fish and Wildlife Service,
Department of the Interior (the “Wildlife Service”). Each signatory country to CITES must ensure,
among other things, that certain endangered species (both plant and animal) are being maintained at
sustainable levels and are only exported from the county with proof of an export certificate.

The U.S. regulations implementing CITES classify American Ginseng as an Appendix II
protected plant species, a designation that carries certain reporting, record keeping, and export permit
requirements for any party seeking to export it from the United States. The federal requirements
of CITES are significantly streamlined when, as in the case of Ohio, a state has already enacted
an approved ginseng management program (as described below in “Ohio Ginseng Management
Program”). Nonetheless, all exporters of American Ginseng must obtain a permit (either annual or
by shipment) and provide certain export documentation to the port authorities prior to export of the
American Ginseng. Further, the U.S. regulations also restrict the importation, exportation, and re-
exportation of American Ginseng to a specific set of U.S. ports located in Atlanta, Georgia; Chicago,
Illinois; Baltimore, Maryland; St. Louis, Missouri; and Milwaukee, Wisconsin.

To our Directors’ actual and best knowledge, each of our Bulk Exporters located in the United

States has obtained all necessary permits and has complied with the reporting obligations required
for the export of American Ginseng under the U.S. regulations implementing CITES.
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Ohio Ginseng Management Program

The harvest, purchase, sale, possession, and export of American Ginseng by suppliers within the
state of Ohio are governed by the Ohio Ginseng Management Act (the “Ohio Ginseng Act”), which
was enacted on 18 March 1999, and is administered by the Ohio Department of Natural Resources,
Division of Wildlife (“ODNR”). In order to maintain a sustainable yield of American Ginseng, the
Ohio Ginseng Act: (i) establishes a harvesting calendar for all wild or naturally-occurring American
Ginseng; (ii) requires that all American Ginseng be certified by an ODNR inspector before it is
purchased, sold, transported, or otherwise exported out of the state; (iii) requires that all dealers who
sell or export American Ginseng to obtain an annual dealer’s registration permit from ODNR; and
(iv) imposes certain record keeping and periodic filing requirements on all collectors, dealers, and
growers of American Ginseng.

According to the requirements of the Ohio Ginseng Act, ginseng may only be purchased from Ohio
dealers who have obtained an annual permit from the ODNR. Prior to export, the purchased ginseng
must be certified by an ODNR inspector who has confirmed that the ginseng has been legally acquired
or cultivated and that the corresponding certification fee (US$3.00 per pound of American Ginseng)
has been paid. Failure to obtain certified ginseng, as evidenced by a proof of state certification, may
result in the seizure and forfeiture of the uncertified American Ginseng to the state.

To our Directors’ actual and best knowledge derived, each of our Bulk Exporters located in the
United States has obtained all necessary permits and complied with the record keeping obligations
required for the purchase, sale, and export of American Ginseng under the Ohio Ginseng Act.

Pennsylvania Ginseng Management Program

The harvest, purchase, sale, possession and export of American Ginseng within the state of
Pennsylvania is governed by the Pennsylvania Code, Sections 45.61-72 and administered by the
Department of Conservation and Natural Resources (the “DCNR”). In order to maintain a sustainable
yield of American Ginseng, Pennsylvania law: (i) establishes a harvesting calendar for all wild or
naturally-occurring American Ginseng; (ii) requires that all American Ginseng be certified by a
DCNR inspector before it is purchased, sold, transported, or otherwise exported out of the state; (iii)
requires that all dealers who sell or export ginseng to obtain an annual dealer’s commercial license
in writing from the DCNR; (iv) requires that a Pennsylvania ginseng certificate is obtained for each
export shipment of American Ginseng from Pennsylvania; and (v) imposes certain record keeping and
periodic filing requirements on all collectors, dealers, and growers of American Ginseng.

To our Directors’ actual and best knowledge derived, each of our Bulk Exporters located in the

United States has obtained all necessary permits and complied with the record keeping obligations
required for the purchase, sale and export of ginseng under the Pennsylvania Code.
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Kentucky Ginseng Management Program

The harvest, purchase, sale, possession and export of American Ginseng within the state
of Kentucky is governed by Kentucky Revised Statutes, section 246.660 and administered by the
Department of Agriculture (the “DOA™). In order to maintain a sustainable yield of American Ginseng,
Kentucky Administrative Regulation 302 KAR 45:010 (i) establishes a harvesting calendar for all wild
or naturally-occurring American Ginseng; (ii) requires that all dealers who sell or export American
Ginseng to obtain an annual dealer’s license from the DOA; (iii) requires that all American Ginseng
be certified by the DOA on an American Ginseng Export Certificate before it is exported out of the
state; (iv) imposes certain record keeping and periodic filing requirements on all collectors, dealers,
and growers of American Ginseng; and (v) establishes administrative violations, civil penalties and
procedures for the suspension or revocation of a dealer’s license.

The fee for certification and processing of dealer ginseng purchase forms by the DOA is US$2.00
per pound of American Ginseng. Payment must be made prior to the release of the certification of
the American Ginseng to the dealer.

To our Directors’ actual and best knowledge derived, each of our Bulk Exporters located in the
United States has obtained all necessary permits and complied with the record keeping obligations
required for the purchase, sale and export of American Ginseng under the Kentucky law.

Indiana Ginseng Management Program

The harvest, purchase, sale, possession and export of ginseng within the state of Indiana is
governed by Public Law 107 (IC 14-4-8) and Ginseng Rule 312 TAC 19. In order to maintain a
sustainable yield of American Ginseng, the Indiana Department of Natural Resources, Division of
Nature Preserves (the “IDNR”), serves as the state’s American Ginseng coordinator and administers
the state’s American Ginseng program. Under its statutory authority, the IDNR: (i) establishes a
harvesting calendar for all wild or naturally-occurring American Ginseng; (ii) requires all ginseng
bought for resale or export to be certified by the state’s Conservation Officer; (iii) requires that all
dealers who sell or export ginseng to obtain an annual dealer’s license from the IDNR; (iv) imposes
certain record keeping and periodic filing requirements on all collectors, dealers, and growers of
American Ginseng; and (v) establishes administrative violations, civil penalties and procedures for
the suspension or revocation of a dealer’s license.

To our Directors’ actual and best knowledge derived, each of our Bulk Exporters located in the
United States has obtained all necessary permits and complied with the record keeping obligations
required for the purchase, sale and export of American Ginseng under the Indiana law.

We mainly purchase American Ginseng from the Bulk Exporters located in the United States.
We do not engage in the export of American Ginseng from the United States. The Bulk Exporters are
responsible for handling the export formalities. Therefore, our Group which is located outside of the
United States, as purchaser from the Bulk Exporters, is not responsible for complying with any legal
and regulatory requirements in relation to the export of American Ginseng under the federal laws of
the United States and the laws of the states of Ohio, Indiana, Kentucky and Pennsylvania.

-76 -



HISTORY AND REORGANISATION

OUR HISTORY AND DEVELOPMENT

Mr. Matthew Yeung began an apprenticeship in a traditional Chinese medicine shop in Hong
Kong in the early 1980s. As knowledge of the industry has been passed from one generation to the
next by apprenticeship, Mr. Matthew Yeung’s apprenticeship in the Chinese medicine shop was a
particularly valuable experience and entry point into the unprocessed American Ginseng wholesale
industry.

In April 1989, Mr. Matthew Yeung set up HF Hong through his personal resources to source,
process and trade ginseng from wholesalers for retailers in Hong Kong. As the business grew, Mr.
Matthew Yeung asked his mother, Madam Fu and his younger brother, Mr. Jeffrey Yeung, to join HF
Hong in 1989 and 1992, respectively and together, they developed relationships with suppliers and
customers to further expand the business. Recognising the importance of securing first-hand supplies of
American Ginseng, we began to purchase Cultivated Ginseng directly from Canada in the early 1990s.
For further details of the corporate history of HF Hong and other subsidiaries of our Company, please
refer to the paragraph headed “Subsidiaries of our Company” in Appendix V to this prospectus.

During our over 20 years in the American Ginseng industry, under the skillful management
of Mr. Matthew Yeung, our Chairman, Chief Executive Officer, founder and one of our Controlling
Shareholders, our business grew from a small private enterprise into one of the leading players in
the American Ginseng wholesale industry in Hong Kong. We were the largest first-level American
Ginseng wholesaler in Hong Kong in terms of sales revenue and sales volume for the years ended 31
December 2011, 2012 and 2013, according to the Ipsos Report. Moreover, our market share of the
total revenue generated by the first-level American Ginseng wholesalers in Hong Kong was over 50%
for the year ended 31 December 2013.

In 2009, in order to further enhance our brand profile among retail consumers in Hong Kong,
we opened our first retail outlet in Sheung Wan, Hong Kong. We offer Cultivated Ginseng, Wild
Ginseng and Other Products at our retail outlet. In 2013, we set up store-in-store concessions in
selected hypermarkets and supermarkets for the sale of our Cultivated Ginseng products.

Apart from our Group, our Controlling Shareholders do not have substantial interest in other
company which competes or is likely to compete directly or indirectly the business of our Group.
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BUSINESS MILESTONES
1989 Mr. Matthew Yeung set up HF Hong in Hong Kong
Madam Fu joined HF Hong as a director
1992 Mr. Jeffrey Yeung joined HF Hong as a director
2009 Opened our first retail outlet in Sheung Wan, Hong Kong

2009-2013 Ranked first among first-level wholesalers in Hong Kong in terms of sales revenue
and sales volume for five consecutive years since 2009, according to the Ipsos
Report

2013 Set up store-in-store concessions in hypermarkets and supermarkets in selected
locations in Hong Kong

Awarded as Quality Tourism Services (QTS) Scheme accredited shop by the Hong
Kong Tourism Board

REORGANISATION

In preparation for the listing of our Shares on the Stock Exchange, the companies comprising
our Group underwent a reorganisation. Further information in relation to the (i) principal business
activities of each member of our Group; (ii) major shareholding changes and the reasons of changes;
(iii) incorporation date of each member of our Group are set out in the paragraph headed “Further
information about our Group — Subsidiaries of our Company” in Appendix V to this prospectus. The
main steps of our Reorganisation were:

Setting up of investment holding companies of shareholders

(a) On 1 October 2009, Dragon Jump was incorporated in the BVI as an investment holding
company with an authorised share capital of US$50,000 divided into 50,000 shares of
US$1.00 each. On the date of its incorporation, Dragon Jump allotted and issued at par
one ordinary share to Mr. Matthew Yeung. On 6 July 2011, Mr. Matthew Yeung transferred
one ordinary share of Dragon Jump, being its entire issued share capital, to Mr. Jeffrey
Yeung for a consideration of US$1.00;

(b)  On 21 January 2011, Cervera was incorporated in the BVI as an investment holding
company with an authorised share capital of US$50,000 divided into 50,000 shares of
US$1.00 each. On the date of its incorporation, Cervera allotted and issued at par 63
shares, 30 shares and 7 shares to each of Mr. Matthew Yeung, Mr. Jeffrey Yeung and
Madam Fu respectively;
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(c)

(d)

On 10 March 2011, Ace Fame was incorporated in the BVI as an investment holding
company with an authorised share capital of US$50,000 divided into 50,000 shares of
US$1.00 each. On the date of its incorporation, Ace Fame allotted and issued at par 100
shares to Madam Fu;

On 10 June 2011, Athena Power was incorporated in the BVI as an investment holding
company with an authorised share capital of US$50,000 divided into 50,000 ordinary
shares of US$1.00 each. On the date of its incorporation, Athena Power allotted and
issued at par 100 shares to Mr. Matthew Yeung;

Incorporation of our Company

(e)

On 18 August 2011, our Company was incorporated in the Cayman Islands with limited
liability under the Cayman Companies Law as an exempted company with an authorised
share capital of HK$10,000 divided into 1,000,000 shares of HK$0.01 each, which became
the listing vehicle of our Group as a result of our Reorganisation. On 18 August 2011,
our Company allotted and issued one nil-paid Share to Codan Trust Company (Cayman)
Limited, which was transferred at nil consideration to Cervera on the same date. Our
Company also allotted and issued another 799,999, 14,000, 60,000 and 126,000 nil-paid
Shares to each of Cervera, Ace Fame, Dragon Jump and Athena Power respectively on
the same date;

Disposal of subsidiaries

(f)

(g)

On 31 March 2011, HF Hong transferred 5,100 ordinary shares of Heng Xhin, a company
incorporated in Hong Kong on 30 April 2010 with an issued share capital of HK$10,000
divided into 10,000 ordinary shares of HK$1.00 each held by each of HF Hong and Moment
Design Company Limited, an Independent Third Party, as to 51% and 49% respectively
on incorporation, to Moment Design Company Limited at a consideration of HK$5,100.
Upon completion of such transfer, Heng Xhin was wholly owned by Moment Design
Company Limited, and was no longer a subsidiary of our Group. As confirmed by our
Directors, Heng Xhin was formed as a business venture with Moment Design Company
Limited to engage in the sale and purchase of ginseng related products. Since Heng Xhin’s
establishment, only minimal business had been done. For the financial year of 2011, only
one transaction was concluded and revenue of approximately HK$8,500 was recorded.
As Heng Xhin only had minimal business operation and was not wholly owned by our
Group, it is intended by our Directors that Heng Xhin would not be included as part of
our Group. As at the Latest Practicable Date, Heng Xhin had been dissolved;

On 22 February 2012, HF Hong transferred 10,000 shares in Billion Victor, being its
entire issued share capital, to Mr. Matthew Yeung at a consideration of HK$17,000,000,
which was determined by reference to the then net asset value of Billion Victor. Upon
completion of such transfer and as at the Latest Practicable Date, Billion Victor was no
longer a subsidiary of our Group. As at the Latest Practicable Date, Billion Victor was
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wholly owned by Mr. Matthew Yeung. As confirmed by our Directors, Billion Victor
was formed for the purpose of property holding and had held a property which was then
used as director’s quarter. It is intended by our Directors that Billion Victor would not
be included as part of our Group;

(h) On 2 April 2012, HF Hong transferred 10,000 shares in Metro Victor to Great Well
Properties Limited, a company which was then held as to 30% by Mr. Matthew Yeung
and as to 70% in aggregate by two Independent Third Parties, at a consideration of
HK$50,000,000, which was determined by reference to the then net asset value of Metro
Victor. Upon completion of such transfer and as at the Latest Practicable Date, Metro
Victor was no longer a subsidiary of our Group. As at the Latest Practicable Date, Great
Well Properties Limited was wholly owned by three Independent Third Parties, and Mr.
Matthew Yeung was a director thereof. As confirmed by our Directors, Metro Victor
was formed for the purpose of property holding and had held a property which was then
used for hosting functions. It is intended by our Directors that Metro Victor would not
be included as part of our Group;

Setting up of our intermediate holding company

(1) On 18 June 2013, Hang Fat Group Holdings was incorporated in the BVI as an investment
holding company with an authorised share capital of US$50,000 divided into 50,000
ordinary shares of US$1.00 each. On the date of incorporation, Hang Fat Group Holdings
allotted and issued at par 7 shares, 30 shares and 63 shares to each of Madam Fu, Mr.
Jeffrey Yeung and Mr. Matthew Yeung; and

Acquisition by our Company

6)) Pursuant to a share transfer agreement dated 23 May 2014 and entered into between Mr.
Matthew Yeung, Mr. Jeffrey Yeung and Madam Fu as vendors and warrantors and our
Company as purchaser, we acquired the entire issued share capital in Hang Fat Group
Holdings, in consideration of which our Company, as directed by Mr. Matthew Yeung,
Mr. Jeffrey Yeung and Madam Fu, credited as fully paid the 1,000,000 nil-paid Shares
in aggregate which were registered in the names of Cervera, Ace Fame, Dragon Jump
and Athena Power.

Each of the share transfers mentioned above was properly and legally completed and settled.
Our Reorganisation was completed on 23 May 2014.
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Group Structure

The following chart sets out the structure of our Group immediately before our
Reorganisation:

Mr. Jeffrey
Yeung
7% | 30%| 63%|

100% 100%
HF Hong HF Ginseng Importer HF Holdings Flying Century
(Hong Kong) (Hong Kong) (Hong Kong) (Hong Kong)

100% | 100% | 100% | 100% | 51% |

Metro Victor Billion Victor Long Xi Heng Xhin

(Hong Kong) (Hong Kong) (Hong Kong) (Hong Kong)
(Note 1) (Note 1) (Notes 1 and 2)

Madam Fu Mr. Matthew Yeung

Fortune Gaining
(Hong Kong)

Notes:
1. These companies did not form part of our Group upon completion of our Reorganisation. For further details
regarding the reasons of disposal of these companies, please refer to the paragraph headed “Further information

about our Group — Subsidiaries of our Company” in Appendix V to this prospectus.

2. Heng Xhin was owned as to 49% by Moment Design Company Limited, an Independent Third Party, immediately
before our Reorganisation.
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The following chart sets out the structure of our Group immediately after our Reorganisation

and immediately prior to the Capitalisation Issue and the Global Offering:

Madam Fu MrY,Jeffrey Mr. Matthew Madam Fu Mr. Jeffrey Mr. Matthew
eung Yeung Yeung Yeung
7% 30% | 63% | 100% 100% 100%
[
Cervera Ace Fame Dragon Jump Athena Power
(BVI) (BVI) (BVI) (BVI)
80% | 1.4% | 6%] 12.6%]
Company
(Cayman Islands)
Hang Fat Group Holdings
(BVI)
100%
[ [ [ 1
Union Field Elegant Ocean Billion Wealth Wealthy Harvest
(BVI) (BVI) (BVI) (BVD
(Note 1) (Note 1) (Note 1) (Note 1)
100% 100% 100% 100% 100% 100% 100%
HF Ginseng Importer| Long Xi Hang Fat (2013) HF Importer HF Ginseng HF Ginseng Retail | | HF Ginseng Trading
(Hong Kong) (Hong Kong) (Hong Kong) (Hong Kong) (Hong Kong) (Hong Kong) (Hong Kong)
(Note 2) (Note 2) (Note 2) (Note 2) (Note 2)
Sparkling Square
(BVI) (Note 1)
100% 100% 100% 100% 100%
. Greatest Summit . Greatest Maker

afirone || Fine ey | SGing ko || HEHolnes || g Kone)

ong Rong. ong Rong. (Note 2) ong fong, (Note 2)
100%

Fortune Gaining

(Hong Kong)

Notes:

1. These companies were set up for the purpose of investment holding due to internal reorganisation of our Group.
For details of these subsidiaries, please refer to the paragraph headed “Further information about our Group
— Subsidiaries of our Company” in Appendix V to this prospectus.

2. These companies were set up for business development of our Group. For details of these subsidiaries, please

refer to the paragraph headed “Further Information about our Group — Subsidiaries of our Company” in Appendix

V to this prospectus.
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The following chart sets out the structure of our Group immediately after completion of our
Reorganisation, the Capitalisation Issue and the Global Offering (assuming that the Over-allotment
Option is not exercised and no Shares are issued pursuant to any options which may be granted under

the Share Option Scheme):

Mr. Jeffrey | [Mr. Matthew| wy Mr. Jeffrey Mr. Matthew
‘ Madam Fu ‘ Yeung Yeung ‘ Madam Fu ‘ Yeung Yeung
7% 30% 63% 100% 100% 100%
Cervera Ace Fame Dragon Jump Athena Power Public
(BVID) (BVI) (BVI) (BVI)
60% 1.05% 4.5% 9.45% 25%
Compan;
(Cayman Islands)
Hang Fat Group Holdings
(BVI)
100%
Union Field Elegant Ocean Billion Wealth ‘Wealthy Harvest
(BVI) (BVI) (BVI) (BVI)
100% 100% 100% 100% 100% 100% 100%
. . Hang Fat (2013) HF Ginseng HF Ginseng Retail || HF Ginseng Trading
HF (Gl_llr‘n:nen%(:::p;mer (Hkgﬂg'()é; ) (H;ng Kong) H_E)‘I]m};((’(:fr) (Hong Kong) (Hong Kong) (Hong Kong)
g e e 8 (Note 5) g e (Note 2) (Note 3) (Note 4)
Sparkling Square

4{

(BVI)

100%

100%

100%

100%

100%

HF Hong
(Hong Kong)

Flying Century
(Hong Kong)

Greatest Summit
(Hong Kong)

HF Holdings
(Hong Kong)

Greatest Maker
(Hong Kong)

(Note 1)

100%

Fortune Gaining
(Hong Kong)

Notes:

1. HF Hong is one of our major subsidiaries which has commenced its business since May 1989. As at the Latest

Practicable Date, HF Hong was principally engaged in sourcing of American Ginseng.

HF Ginseng is one of our major subsidiaries which has commenced its business since June 2013. As at the Latest
Practicable Date, HF Ginseng was principally engaged in retailing of American Ginseng and Other Products.

3. HF Ginseng Retail is one of our major subsidiaries which has commenced its business since December 2013.
As at the Latest Practicable Date, HF Ginseng Retail was principally engaged in wholesaling and retailing of

American Ginseng and Other Products.

HF Ginseng Trading is one of our major subsidiaries which has commenced its business since October 2013. As
at the Latest Practicable Date, HF Ginseng Trading was principally engaged in wholesaling of Wild Ginseng.

5. Hang Fat (2013) is one of our major subsidiaries which has commenced its business since December 2013. As
at the Latest Practicable Date, Hang Fat (2013) was principally engaged in wholesaling of Cultivated Ginseng.
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OVERVIEW

We were the largest first-level American Ginseng wholesaler in Hong Kong in terms of sales
revenue and sales volume in the years ended 31 December 2011, 2012 and 2013, according to the
Ipsos Report. Our market share of the total revenue generated by the first-level American Ginseng
wholesalers in Hong Kong was over 50% for the year ended 31 December 2013, according to the Ipsos
Report. First-level wholesalers are wholesalers who directly source and import American Ginseng
from Growers, Harvesters or Bulk Exporters and wholesale to their customers. During our over 20
years in the American Ginseng industry, under the skillful management of Mr. Matthew Yeung, our
Chairman, Chief Executive Officer, founder and one of our Controlling Shareholders, our business
grew from a small private enterprise into one of the leading players in the American Ginseng wholesale
industry in Hong Kong. Hong Kong is considered to be one of the most important American Ginseng
shipping and receiving port in the world. According to the Ipsos Report, in 2013, around 90.3% of
Canada’s American Ginseng exports and 45.9% of the United States’ American Ginseng exports were
destined to Hong Kong.

We are primarily engaged in the sourcing and wholesaling of unprocessed American Ginseng,
which comprises Cultivated Ginseng and Wild Ginseng. We do not cultivate or harvest American
Ginseng. We purchase all of our unprocessed American Ginseng from Growers and Bulk Exporters
(who consolidate shipments of American Ginseng from other Growers or Harvesters for export to
Hong Kong) based in Canada and the United States. We are also engaged in the selling of a relatively
small amount of processed American Ginseng and Other Products sourced from suppliers based in
Hong Kong. We sell our American Ginseng (both unprocessed and processed) in Hong Kong to our
customers who are primarily secondary wholesalers and retailers of American Ginseng mainly based
in Hong Kong, the PRC, Taiwan and Southeast Asia. We are also engaged in retail sales of processed
American Ginseng and Other Products through our retail outlet and store-in-store concessions in
selected hypermarkets and supermarkets in Hong Kong.

We experienced growth in revenue during the Track Record Period. Our revenue increased from
approximately HK$446.4 million in the year ended 31 December 2011 to approximately HK$763.0
million in the year ended 31 December 2013, representing a CAGR of approximately 30.7%.

Our gross profit increased from approximately HK$88.2 million in the year ended 31 December
2011 to approximately HK$179.4 million in the year ended 31 December 2013, representing a CAGR
of approximately 42.6%, despite a decrease in our gross profit by approximately HK$7.8 million, or
approximately 8.8%, from approximately HK$88.2 million for the year ended 31 December 2011 to
approximately HK$80.4 million for the year ended 31 December 2012.

Our net profit increased from approximately HK$44.4 million in the year ended 31 December
2011 to approximately HK$128.6 million in the year ended 31 December 2013, representing a CAGR
of approximately 70.2%, despite a decrease in our net profit by approximately HK$12.1 million, or
approximately 27.3%, from approximately HK$44.4 million for the year ended 31 December 2011 to
approximately HK$32.3 million for the year ended 31 December 2012.
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Excluding the non-operating items, our adjusted net profit for the year increased from
approximately HK$38.2 million in the year ended 31 December 2011 to approximately HK$128.0
million in the year ended 31 December 2013, representing a CAGR of approximately 83.1%, despite
a decrease in our adjusted net profit by approximately HK$29.6 million, or approximately 77.5%,
from approximately HK$38.2 million for the year ended 31 December 2011 to approximately HK$8.6
million for the year ended 31 December 2012.

OUR COMPETITIVE STRENGTHS
We believe that the following competitive strengths have contributed to our success:

The largest first-level American Ginseng wholesaler in Hong Kong in terms of sales revenue and
sales volume with a well-recognised brand

We were the largest first-level American Ginseng wholesaler in Hong Kong in terms of sales
revenue and sales volume in the years ended 31 December 2011, 2012 and 2013, according to the Ipsos
Report. Our market share of the total revenue generated by the first-level American Ginseng wholesalers
in Hong Kong was over 50% for the year ended 31 December 2013, according to the Ipsos Report.
We believe that as a result of our large scale of operation, we enjoy relative strong bargaining power
with our customers as well as Growers, Bulk Exporters and other suppliers, which has supported our
growth and profitability. We believe that our success in the American Ginseng industry is not only
dependent on our large scale business operation, but also on our sound reputation, market recognition
and ability to maintain customer’s loyalty. During our over 20 years in the American Ginseng industry
in Hong Kong, we believe that our business and our Hang Fat (fi%%) brand have come to be recognised
as reputable and reliable by Growers, Bulk Exporters, other suppliers and customers, and that our
established close relationship with them and their confidence in us will enable us to continue to do
business with them going forward. Given our leading market position in Hong Kong, we believe that
we are one of the most recognised wholesalers in the American Ginseng industry in Hong Kong.

Experienced management team with a proven track record

Led by Mr. Matthew Yeung, our Chairman, Chief Executive Officer, executive Director and founder,
our management team has significant experience and in-depth knowledge of the American Ginseng
industry. Mr. Matthew Yeung, started his career in the American Ginseng industry over 30 years ago
as an apprentice in a traditional Chinese medicine shop in Hong Kong. In 1989, Mr. Matthew Yeung
decided to venture out on his own, establishing HF Hong to conduct American Ginseng processing
and trading business. As the business grew, Mr. Matthew Yeung asked his mother, Madam Fu, and his
younger brother, Mr. Jeffrey Yeung, to join HF Hong in 1989 and 1992, respectively, and together,
they developed relationships with suppliers and customers to further expand the business. During our
over 20 years in the American Ginseng industry, under the skillful leadership of Mr. Matthew Yeung,
our business has grown into one of the leading players in the American Ginseng wholesale industry
in Hong Kong. We believe that the in-depth knowledge, experience and industry connections of Mr.
Matthew Yeung, Mr. Jeffrey Yeung, Madam Fu and the rest of our management team serve as one of
the fundamental pillars of our success and sustainability in the American Ginseng wholesale industry
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in Hong Kong. Our Directors believe that our experienced and stable management team has enabled
us to formulate and implement strategies effectively and to seize opportunities for the development
of products and expansion into new markets. We believe that our key management team will continue
to assist us in taking advantage of market opportunities, formulating sound business strategies and
executing them in an effective manner.

We have quality and stable supply of unprocessed American Ginseng due to our specialised skill
in sourcing and valuable relationships with Growers, Bulk Exporters and other suppliers

We have established and maintained close relationships with Growers, Bulk Exporters and other
suppliers during our over 20 years in the American Ginseng industry, most of whom had cooperated
with us for over five years. In particular, we maintain valuable relationships with Growers of
Cultivated Ginseng in Canada, where we procured the majority of our Cultivated Ginseng during the
Track Record Period. Benefiting from rich forestland and climatic conditions, Canada is the world’s
leading exporter of Cultivated Ginseng, according to the Ipsos Report. We began sourcing Cultivated
Ginseng from Growers in Canada, either directly or through a Bulk Exporter, in the early 1990s. We
actively communicate with Growers to provide them with information on the latest market trends and
preferences in the American Ginseng industry. In order to foster stronger relationships with the top
Growers, we invite them to Hong Kong for visits on a yearly basis. We believe that our position as
a market leading wholesaler of American Ginseng and our efforts to maintaining and enhancing our
relationships with Growers have enabled us to secure a stable supply of quality unprocessed American
Ginseng for our customers, which has kept our customers coming back to us for their unprocessed
American Ginseng needs year after year.

We believe that our success is also attributable to our focus and abundant experience on
sourcing quality unprocessed American Ginseng. Identifying quality unprocessed American Ginseng
is a specialised skill, as it is a natural product that are sorted and graded based largely on subtle
physical characteristics. Furthermore, it requires abundant experience to judge the value and quality
of American Ginseng. There is presently no uniform industry standard for the grading of American
Ginseng, as standards vary from location to location. The knowledge of grading American Ginseng
has been traditionally passed down from generation to generation by apprenticeship. Supported by
our skilled workforce and our over 20 years of experience in the American Ginseng industry, we
place a particular emphasis on identifying and securing quality American Ginseng at an early stage
of harvest. We also visit Growers and Bulk Exporters of American Ginseng on a regular basis. These
visits provide us an opportunity to assess the health and quality of the American Ginseng plants and
enables us to monitor the quality of our American Ginseng supplies. In addition, we believe that these
visits and our on-going communication and interaction with Growers enable us to gain accurate and
up-to-date market information to gauge market conditions and trends, which enables us to be more
responsive to market demand.
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Strategically located in Hong Kong, a leading hub for import and export of American Ginseng

From the time of our inception in the late 1980s, we have been strategically located in Hong
Kong, a leading hub for exports of American Ginseng. According to the Ipsos Report, in 2013, around
90.3% of Canada’s American Ginseng exports, 45.9% of the United States’ American Ginseng exports,
and 78.7% of China’s American Ginseng exports were destined to Hong Kong. International exporters
of American Ginseng have regarded Hong Kong as a top destination for their American Ginseng in large
part due to Hong Kong’s access to the Southeast Asian markets for American Ginseng as well as its
favourable import and export policies. Hong Kong imposes no tariffs or quotas on imports and exports
of American Ginseng, nor does it impose value added tax, general services taxes or other surcharges
on the sale of American Ginseng. These advantages, coupled with Hong Kong’s own bustling market
for Chinese medicine in areas such as Sheung Wan, have made Hong Kong an especially attractive
location for the wholesaling of American Ginseng.

Benefitting from Hong Kong’s position as a leading hub for the import and export of American
Ginseng and our position as a market leading wholesaler of American Ginseng in Hong Kong, we
believe that we are well-positioned to capitalise on the market opportunities in the American Ginseng
industry as a result of increasing awareness of traditional Chinese medicine and interest in American
Ginseng products. Our retail outlet is located in the bustling market area of Sheung Wan’s Bonham
Strand West, which is in close proximity to Des Voeux Road West, commonly known as “Dried Seafood
Street” (W PRHE). We believe our presence in such a traditional area dominated with specialty stores
selling American Ginseng and cubilose, among other things, is a testament to our leading market
position in the American Ginseng industry and instrumental to our success in building the profile of
our Hang Fat (fE#§) brand.

OUR BUSINESS STRATEGIES

In order to enhance our competitiveness and achieve sustainable business growth, we plan to
pursue the following strategies:

Strengthen purchasing power and continue to source quality American Ginseng from Growers
and Bulk Exporters

We believe that our future growth is dependent, to a large extent, on our ability to continue to
secure stable supplies of quality unprocessed American Ginseng from Growers and Bulk Exporters
to support our sales growth and capture more customer demand for American Ginseng. Therefore,
we plan to continue building upon our relationships with our network of Growers and Bulk Exporters
to maintain our market leading position in securing stable supplies of quality unprocessed American
Ginseng. In particular, we seek to strengthen our purchasing power for Wild Ginseng to further
consolidate our market share and attain a market leadership position in this regard. In this regard,
we will continue to communicate with Growers and Bulk Exporters on a regular basis with a view to
being responsive to their concerns and providing them with information on the latest market trends
and preferences of the American Ginseng industry. To facilitate more efficient logistics and lower
shipping costs, we will continue to allow Growers to consolidate their shipments of American Ginseng
together for export using the Canadian Bulk Exporter. Furthermore, given the importance of hands-on
training in the American Ginseng industry, we will continue to train and develop our staff to identify
quality American Ginseng to ensure that this knowledge is maintained and to sustain our access to
quality supplies of American Ginseng going forward.
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Enhance brand image and promotion of the use of American Ginseng for health conscious
consumption

We believe that our future growth will depend, in part, on our ability to successfully develop
and promote our Hang Fat (fH%%) brand. We have registered three trademarks in Hong Kong and
intend to actively develop and maintain our Hang Fat (16%f) brand. We are currently a member of
the Po Sau Tong Ginseng & Antler Association Hong Kong Limited (F S H# M H &), one
of the oldest ginseng and antler associations in Hong Kong, and we had supported an exhibition and
seminar in relation to ginseng organised by the Hong Kong Chinese Medicine Industry Association in
2011. To further enhance our Hang Fat (1H%¥) brand’s profile, we will continue to participate in such
activities under the Hong Kong Quality Tourism Services Scheme and in national and international
conferences and trade fairs such as the Food Expo and the International Conference & Exhibition
of the Modernisation of Chinese Medicine & Health Products organised by the Hong Kong Trade
Development Council. If appropriate opportunity arises in the future, we will continue to sponsor
American Ginseng research projects, similar to the research conducted for “A Detailed Study of
American Ginseng”* ({H#H EIEZ) ), a book on American Ginseng authored by representatives
from the Hong Kong Baptist University School of Chinese Medicine (7 #5i% & K& B EEEL L) in
January 2012 and sponsored by our Company. We believe that these efforts will further raise public
awareness of our Hang Fat (fE#¥) brand and further promote the use of American Ginseng for health
conscious consumption and in turn simulate the continued growth in market demand that ultimately
drive our sales.

Leverage on leading market position to diversify product offerings and expand our retail network

We believe that, by leveraging on our access to supplies of quality unprocessed American
Ginseng and existing retail outlet in Hong Kong, we will be able to expand our retail network in
Hong Kong to broaden our customer base, increase our Hang Fat (fE#f) brand’s footprint and further
drive sales growth. In order to develop our Hang Fat (1E%¥) brand and expand our retail network,
we plan to continue our efforts to market our products to customers in our existing retail outlet. We
are also establishing new sales points, on a selective basis, in other locations in Hong Kong, in the
form of store-in-store concessions to increase sales and improve our cost effectiveness in our retail
operation. In addition, we are actively seeking to expand our product portfolio to include new value-
added American Ginseng products. We believe that these efforts will further raise public awareness
of our Hang Fat (fE#%) brand and support further business growth.

OVERVIEW OF THE AMERICAN GINSENG SUPPLY CHAIN

Based on our experience of over 20 years in the American Ginseng industry in Hong Kong,
within the supply chain for American Ginseng, Cultivated Ginseng is sourced from Growers whereas
Wild Ginseng is sourced from Harvesters. Growers and Harvesters sell the unprocessed American
Ginseng to first-level wholesalers, either directly or through Bulk Exporters. Wholesalers then sell
the unprocessed American Ginseng either to secondary wholesalers (potentially through multiple
layers of wholesalers) which then sort, cut and grade the American Ginseng, or to processors or
manufacturers of pharmaceutical products and American Ginseng products. Ultimately, the processed
American Ginseng and related products are sold to consumers through retailers which operate retail
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outlets or store-in-store concessions. The diagram below illustrates the general flow of products in
the American Ginseng supply chain:

Growers, Harvesters and Bulk Exporters®

ﬂ (unprocessed American Ginseng)

First-level wholesalers

ﬂ (unprocessed American Ginseng) ﬂ
American Ginseng :

(unprocessed American Ginseng)

processors and manufacturers Secondary wholesalers

of pharmaceutical products and |:> and other resellers®
American Ginseng products
(processed American Ginseng

and products)
(processed American Ginseng (processed American
and related products) Ginseng and related products)
Retailers
(processed American
Ginseng and related products)
Consumers
Notes:
(1 Bulk Exporters consolidate shipments of American Ginseng from other Growers (for Cultivated Ginseng) or
Harvesters (for Wild Ginseng) for export.

2) Includes multiple layers of secondary wholesalers and other resellers, who will either sell unprocessed or processed

American Ginseng.

OUR BUSINESS MODEL

We are principally engaged in the sourcing and wholesaling of unprocessed American
Ginseng. American Ginseng is classified into two major categories: Wild Ginseng (which is
gathered from the natural environment) and Cultivated Ginseng (which is farmed). We do not
cultivate or harvest American Ginseng.

Under the wholesale operation, we purchase unprocessed Cultivated Ginseng primarily from
Growers located in Ontario, Canada. We also purchase processed Cultivated Ginseng from suppliers
that are mainly based in Hong Kong, and unprocessed Wild Ginseng from Bulk Exporters in the
United States, in the states including Ohio, Kentucky, Indiana and Pennsylvania.
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We sell our American Ginseng (both processed and unprocessed) in Hong Kong mainly to
secondary wholesalers and retailers of American Ginseng who are based in Hong Kong, the PRC,
Taiwan and Southeast Asia. For the years ended 31 December 2011, 2012 and 2013, approximately
99.6%, 99.2% and 99.5% of our revenue was derived from our wholesale operation, respectively.
We also sell a relatively small amount of processed American Ginseng in Hong Kong through our
retail outlet since 2009 and store-in-store concessions in hypermarkets and supermarket since 2013.

In addition, we carry on business as a wholesaler and retailer in Hong Kong of Other
Products, comprising mainly of dried cordyceps, cubilose, abalone and fish maw. We purchase
Other Products from suppliers based in Hong Kong and sell them on an ad hoc basis to secondary
wholesalers and retailers who are customers of our American Ginseng.

For the years ended 31 December 2011, 2012 and 2013, approximately 0.4%, 0.8% and 0.5%
of our revenue was derived from our retail operation, respectively.

OUR PRODUCTS

We principally sell Cultivated Ginseng and, to a lesser extent, also offer Wild Ginseng and Other
Products to our customers. We offer our American Ginseng to customers in bulk form or packaged
form. The table below sets out a breakdown of our revenue derived from each of our principal products
during the years ended 31 December 2011, 2012 and 2013:

Year ended 31 December

2011 2012 2013

HK$’000 % HK$’000 %  HK$'000 %

American Ginseng
— Cultivated Ginseng 439,234 08.4 403,758 82.0 675,079 88.5
- Wild Ginseng 5,290 1.2 38,617 7.8 50,799 6.7
Total American Ginseng 444,524 99.6 442,375 89.8 725,878 95.2
Other Products 1,856 0.4 49,901 10.2 37,092 4.8
Total 446,380 100.0 492,276 100.0 762,970 100.0

American Ginseng

American Ginseng is a long-lived herbaceous perennial, belonging to the genus Panax of
the Araliaceae family. The dried root of the American Ginseng plant is used in traditional herbal
medicines. Various studies associate the use of American Ginseng with improved short-term memory,
lower fasting blood sugar in type two diabetes patients and enhanced immunity. The high levels of
ginsenosides contained in American Ginseng have been observed to stabilise insulin levels and lower
blood sugar. American Ginseng is also used in cosmetics and other value-added American Ginseng
products such as nutrition supplements and commodity products, including beverages, chewing gum
and shampoo.
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American Ginseng may be in either processed or unprocessed form. Processed American
Ginseng are those American Ginseng that had been altered from their original raw form, and for those
processed American Ginseng that our Group purchased or sold during the Track Record Period, they
primarily included those American Ginseng that were cut and sorted into different grades according
to shapes, length and width.

Cultivated Ginseng

Cultivated Ginseng is a kind of American Ginseng that is grown in tilled beds under shades of
artificial structures or under natural shade. For the years ended 31 December 2011, 2012 and 2013, our
revenue derived from the sale of Cultivated Ginseng amounted to approximately HK$439.2 million,
HK$403.8 million and HK$675.1 million, respectively, representing approximately 98.4%, 82.0% and
88.5% of our revenue during the same periods, respectively.

Wild Ginseng

Wild Ginseng is a kind of American Ginseng that has been collected from the natural habitat.
Due to its relative scarcity and the greatest perceived medicinal value, Wild Ginseng tends to command
higher market prices than Cultivated Ginseng. For the years ended 31 December 2011, 2012 and
2013, our revenue derived from the sale of Wild Ginseng amounted to approximately HK$5.3 million,
HK$38.6 million and HK$50.8 million, respectively, representing approximately 1.2%, 7.8% and 6.7%
of our revenue during the same periods, respectively.
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Other Products

Our Other Products mainly comprise dried cordyceps, cubilose, shiitake mushroom, black moss,
dendrobium, pseudoginseng, deer tail, deer antler, Chinese angelica, abalone, sea cucumber, scallops,
shark fin, fish maw and saffron. For the years ended 31 December 2011, 2012 and 2013, our revenue
derived from the sale of Other Products amounted to approximately HK$1.9 million, HK$49.9 million
and HK$37.1 million, respectively, representing approximately 0.4%, 10.2% and 4.8% of our revenue
during the same periods, respectively.

CUSTOMERS AND SALES
Sales channels

We principally sell our products through our wholesale channel, and also sell some of our
products at our retail outlet in Sheung Wan, Hong Kong and store-in-store concessions in selected
hypermarkets and supermarket in Hong Kong. The table below sets out a breakdown of our revenue
derived from our wholesale and retail operations during the Track Record Period:

Year ended 31 December
2011 2012 2013
Revenue % of total ~ Revenue % of total ~ Revenue % of total
HKS$’000 revenue  HK$'000 revenue  HK$’000 revenue

Wholesale operation 444,562 99.6 488,401 99.2 759,092 99.5
Retail operation 1,818 0.4 3,875 0.8 3,878 0.5
Total 446,380 100.0 492,276 100.0 762,970 100.0

Wholesale operation

The customers of our wholesale operation mainly consist of secondary wholesalers and retailers
of American Ginseng and Other Products mainly based in Hong Kong, the PRC, Taiwan and Southeast
Asia. We have established long and stable relationships with many of our customers, most of which
have been dealing with us for over five years. Revenue derived from our wholesale activities accounted
for approximately 99.6%, 99.2% and 99.5% of our revenue for the years ended 31 December 2011,
2012 and 2013, respectively. We had approximately 62, 40 and 37 wholesale customers for the years
ended 31 December 2011, 2012 and 2013, respectively. It is our strategy to concentrate our sales to
wholesale customers with good credibility, who were able to offer us higher purchase price and/or
more favourable payment terms and therefore, our number of wholesale customers decreased during
Track Record Period.

We sell our products to our wholesale customers on an order-by-order basis in bulk form or

packaged form. Our Directors confirm that we do not enter into any distribution or sales agency
agreements with any of our wholesale customers, nor do we enter into any long-term sales contracts
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with them. We believe that the primary advantage of our wholesale model is that it affords us
flexibility in selecting which sales orders to accept, and enables us to conclude sales on terms that
are acceptable to us. Our Directors are of the view that our wholesale model is an industry norm
among other wholesalers in the American Ginseng industry.

The diagram below illustrates the key steps in our wholesale sales process:

Customers contact our Group for information on
products available

1

Customers visit our warehouses to assess the
quality of our products

1)

Terms of sales negotiated with our customers and
sales invoice issued upon finalisation on terms

1

Customers arrange to retrieve the products
directly from our warehouses/
We arrange for delivery from our warehouse
to the port in Hong Kong

When the customers of our wholesale operations have expressed interest in purchasing a
certain type of product, they contact our executive Directors directly. We then arrange our wholesale
customers to visit our warehouses and carry out physical inspection on the products. Negotiation on
the terms of sales, such as price, quantity and payment method, is generally conducted in person or
via telephone between us and our wholesale customers during the visit or shortly after visiting our
warehouses. After the terms of sales have been agreed, we provide our wholesale customers with a
sales invoice setting out relevant terms, including the selling price and quantity. At the time of delivery,
we require the customer to acknowledge receipt of the products. We are generally not responsible for
any transportation or insurance arrangements, expenses or risk after the products have been retrieved
from our warehouses or are delivered to the port in Hong Kong. We do not enter into any long-term
sales agreements with any of our wholesale customers.

We provide credit periods ranging from 30 to 90 days to a majority of the customers of our
wholesale operation. We may grant credit periods of up to 180 days for customers we consider to be
creditworthy and that make large purchases. For new customers, we do not provide a credit period,
and we normally require a deposit payment with the remaining balance payable on or prior to delivery,
or a letter of credit drawn in our favour for the entire balance.
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Products sold to our wholesale customers are generally stored at our warehouses in Hong Kong
until they make arrangements for delivery of the products from our warehouses. We only arrange for
delivery from our warehouses to the port in Hong Kong or assist certain customers to arrange for
customs clearance for the export of the products out of Hong Kong upon their request, on a case-
by-case basis, and at their expense. During the Track Record Period, our Group had assisted such
customers in Malaysia on a number of occasions. We take no control on where our products are sold
and delivered to after the products are delivered out of our warehouses or are delivered to the port
in Hong Kong.

Retail operation

In order to further enhance our Hang Fat (fH#%) brand profile among retail consumers in Hong
Kong, since 2009, we have sold Cultivated Ginseng, Wild Ginseng and Other Products to retail
customers at our outlet in Sheung Wan, Hong Kong. Located in the bustling market area of Sheung
Wan’s Bonham Strand West, our retail outlet is situated among specialty stores selling American
Ginseng and cubilose, and is in close proximity to Des Voeux Road West which is a hub for selling
dried seafood in Hong Kong. Retail sales accounted for approximately 0.4%, 0.8% and 0.5% of our
revenue for the years ended 31 December 2011, 2012 and 2013, respectively. Our Directors believe
that our outlet in Sheung Wan provides us with additional revenue and at the same time, enables
our management to have a better understanding on the end-user market of ginseng products. This
information is of value during the price negotiation process with our wholesale customers.

The operating hours of our retail outlet are from 9 a.m. to 6 p.m. every Monday to Saturday.
In addition to visiting our retail outlet in person, we also accept orders made by customers through
telephone, facsimile or email. Sales at our retail outlet are paid for at the time of purchase by cash
or credit card. Customers placing orders through telephone, facsimile or email are required to deposit
the entire sales amount into our bank account and provide us with the relevant receipts before we
deliver our products to their designated addresses.
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With an aim to promote our Hang Fat (fH%%) brand and expand our retail presence, we have
periodically set up store-in-store concessions in Hong Kong since July 2013 in various major hypermarkets
and supermarkets in selective locations for the sale of our Cultivated Ginseng products. As at the
Latest Practicable Date, we were operating four store-in-store concessions in different locations in
Hong Kong. We enter into short term written agreements with the hypermarkets and supermarkets,
which authorise us to operate a counter within a designated area in the hypermarkets and supermarkets
for the sale of our Cultivated Ginseng products. The duration of the written agreements generally
ranges from approximately one week to six months. To the best knowledge of our Directors, it is an
industry norm among hypermarkets and supermarkets to enter into short term agreements instead of
long term agreements with their trading partners. We also strategically target at the period before
and during traditional Chinese festival and holiday seasons, which according to our experience, will
bring higher sales and revenue. The concession fees paid by our Group were generally (i) commission
calculated based on a certain percentage of our sales made by such concession; (ii) a fixed charge;
or (iii) both.

We offer mainly packaged Cultivated Ginseng in our store-in-store concessions. We have set up a
packaging facility in Hong Kong so that our Cultivated Ginseng can be packed into individual packets
of different sizes. We also offer unpackaged Cultivated Ginseng in our store-in-store concessions, S0
that customers can determine the amount of Cultivated Ginseng they would like to purchase. In order
to manage our future expansion in the retail business, we have established a retail operation team
under our sales and marketing department to manage our store-in-store concessions.

We have adopted strict internal control procedures for handling cash at our retail outlet and
store-in-store concessions, including the following:

. Cash management: All cash received by us are locked in a safe which can only be opened
by our senior accounting officer.

. Sales reconciliation: We perform a weekly reconciliation of sales amount recorded in our
accounting system to our cash book.

. Deposits: Cash received is deposited into our bank account on a weekly basis, unless the

total amount of cash exceeds HK$50,000, in which case cash at our retail outlet will be
deposited into our bank account immediately.
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. Cash reconciliation: Reconciliation of the amount of cash deposited into our bank account
to our cash book is performed on a weekly basis.

As part of our retail operation, we conduct minimal processing of American Ginseng in Hong
Kong before selling the same to our retail customers by cutting, drying or sorting American Ginseng
through our own employees at our warehouse in Hong Kong.

Revenue recognition, sales return and pricing policy

Revenue from sale of goods is recognised when the goods are delivered and title of the goods
has passed from us to the customer. It is our general policy that all sales to our customers, either
through wholesaling or retailing, and all purchases of American Ginseng and Other Products, are final.
Therefore, we generally do not accept any sales return from our wholesale customers and we do not
return any purchased products to our suppliers. During the Track Record Period, there was no sales
return from our customer and we did not make any provision in our accounts for return of goods.
However, under the Sale of Goods Ordinance (Chapter 26 of the Laws of Hong Kong), a buyer has
the right to reject the goods if the seller is in breach of a condition of the sales contract. The seller
may be in breach of a condition of the sales contract, if the goods supplied by him or her are not of
merchantable quality or (where the buyer has made known to the seller of a particular purpose for
which the goods are being bought) the goods are not reasonably fit for that purpose.

The price of our Cultivated Ginseng, Wild Ginseng and Other Products are determined based
on our purchase cost, the historical price trend and the prevailing market prices. The mark-up over
the purchase cost varies on a case-by-case basis taking into account, among other things, our business
relationship with the respective customers and the quality of the Cultivated Ginseng, Wild Ginseng
and Other Products being sold.
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Five largest customers

For the years ended 31 December 2011, 2012 and 2013, sales to our five largest customers,
which were all customers of our wholesale operation, accounted for approximately 76.4%, 63.5% and
66.5% of our revenue, and sales to our largest customer, for the years ended 31 December 2011, 2012
and 2013, accounted for approximately 27.6%, 15.3% and 26.0% of our revenue, respectively. Our
five largest customers are mainly based in Guangdong Puning Chinese Herbal Medicine Market* (J&
PR p 36 b B34 T 1) which is one of the major traditional Chinese herbal medicine distribution
centres in the PRC. These customers are mainly Chinese herbal medicine wholesalers and one of which
is a listed company in the PRC. We have business relationships with all these customers for periods
ranging from over three years to over five years. Two of these customers are within our five largest
customers throughout the Track Record Period. One of the five largest customers for the year ended
31 December 2011 ceased to purchase from us since the year ended 31 December 2013 because it is
no longer in the American Ginseng business. The sales to this customer amounted to approximately
HK$46.1 million and HK$17.6 million for the year ended 31 December 2011 and 2012, respectively.
Except for this customer, all of our five largest customers during the Track Record Period continue
to conduct business with us after the cessation of Third Party Payment arrangements. None of our
Directors or their associates nor any person who to the best information and knowledge of our Directors
owned 5% or more of our issued share capital as at 31 December 2013 had any interest in any of our
five largest customers for the years ended 31 December 2011, 2012 and 2013, respectively.

CERTAIN SETTLEMENT ARRANGEMENTS THROUGH THIRD PARTY PAYERS

Certain customers (our debtors) (“Relevant Customers”) settled all or part of their payables to
us through Third Party Payers for the years ended 31 December 2011 and 2012 (“Relevant Period”).
During the Relevant Period, there were 17 and 15 Relevant Customers who settled certain of their
payables to us through Third Party Payers for each of the two years ended 31 December 2011 and
2012, respectively. The Relevant Customers included 13 customers, who were all of our 10 largest
customers for the respective year in the Relevant Period (“Major Customers”). The aggregate
amounts settled through Third Party Payers by the Relevant Customers were approximately HK$261.7
million and HK$154.1 million for each of the years ended 31 December 2011 and 2012, respectively,
representing approximately 58.6% and 31.3% of our revenue for each of the years ended 31 December
2011 and 2012, respectively.

Our Directors confirm that the Third Party Payments have completely ceased since September
2012 and all our customers thereafter settled their payables directly with us. Our Group had not
changed its pricing policy for customers after the Third Party Payments had ceased.

Third Party Payers

There were a total of 67 and 33 Third Party Payers for each of the years ended 31 December
2011 and 2012. We were able to identify all of these Third Party Payers except for one of them in 2011,
the amount involved in this transaction was approximately HK$130,000, representing approximately
0.05% of the total sales receipts attributable to the payments made through Third Party Payers (the
“Relevant Sales Receipts”) during the same period. This Third Party Payer was not identified as
such payment was settled by direct bank deposit and the information of the payer was not available
on the bank advice and we generally would not require our customers to provide us with copies of
bank-in advice or confirmation of payment instruction.
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To the best information and knowledge of our Directors, most Third Party Payers were individuals
based in Hong Kong and instructed payments to be made by direct remittance from their bank accounts
held with licensed banks in Hong Kong.

Further, to the best information and knowledge of our Directors, none of the Third Party
Payers has any past or present relationship with our Controlling Shareholders, Directors and senior
management or any of their respective associates. No discount or benefits were provided to Third
Party Payers when Third Party Payments were undertaken.

Settlement procedures

Prior to September 2012, upon being informed by a Relevant Customer that we could be
expecting a certain sum to be paid into our bank accounts by the Third Party Payers for the settlement
of our sales invoices, we would check our bank accounts for such sum. We would check and reconcile
the Relevant Customer to ensure our accounts with them were properly recorded. Historically, we
generally did not require our customers to provide us with copies of bank-in advice or confirmation
of payment instruction and we had not had any difficulty in reconciling the amount we received in
our bank accounts with the Relevant Customers. In order to enhance our internal control measures,
it is our policy since 2012 to require our customers to settle our trade balances directly and provide
us with the relevant bank-in advice or confirmation of payment instruction after their payments are
made by bank transfers to facilitate our verification and tracking of funds. Our Directors confirm that
there had been (i) no dispute as to the amounts settled by the Relevant Customers during the Relevant
Period; and (ii) no request from any Third Party Payers or Relevant Customers for the repayment of
any payments received by us from the Third Party Payers during the Relevant Period.

Reasons for the Third Party Payments

The American Ginseng industry in Hong Kong is a traditional profession and the practice of
accepting third party payments when dealing with non-Hong Kong based customers is not uncommon
in the industry. To the best information and knowledge of our Directors, certain major first-level
American Ginseng wholesalers in Hong Kong would accept third party payment from non-Hong
Kong based customers, including those who are based in the PRC. In line with the industry practice
in Hong Kong and our Company’s position as a market leading wholesaler of American Ginseng
strategically located in Hong Kong, our Group would only accept payments in Hong Kong in Hong
Kong dollars, which is our Group’s main functional currency. However, to the best knowledge and
information of our Directors, (i) during the Relevant Period, all Relevant Customers were entities
established in the PRC which did not hold any bank accounts in Hong Kong. The Relevant Customers
therefore requested third parties who have bank accounts in Hong Kong to effect such payments on
their behalf; (ii) based on their discussions with other industry players whom our Group interacts, the
practice of settling payments to wholesalers in Hong Kong through third parties is not uncommon in
the American Ginseng industry; (iii) we were not involved in any dispute relating to the Third Party
Payers during the Track Record Period and up to the Latest Practicable Date and, there had never been
any refund of money to any of our customers or Third Party Payers, or any such request for refund
of money, during the Track Record Period and up to the Latest Practicable Date. Based on the due
diligence work conducted by the Sole Sponsor, the Sole Sponsor concurs with our observation that
the practice of settling payments to wholesalers in Hong Kong through third parties is not uncommon
in the American Ginseng industry.
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Legal implications relating to Third Party Payments

As advised by our PRC legal advisers, Commerce & Finance Law Offices, we had not breached
any laws, rules and regulations of the PRC, including among others, the foreign exchange related
laws, rules and regulations by accepting Third Party Payments, based on the following: (i) all of our
transactions, including but not limited to delivery and payment of goods, were completed in Hong
Kong; and (ii) under the Third Party Payments arrangements, we had no obligation to conduct and
had never intervened/involved in any formalities and/or procedures with respect of the export of
American Ginseng from the PRC to Hong Kong and/or the import of it from Hong Kong to the PRC
and/or purchase and payment of foreign exchange in the PRC.

As set out in the paragraph headed “We are subject to various risks relating to Third Party
Payments” in the section headed “Risk Factors” in this prospectus, we may be subject to various
risks, such as (i) money laundering risk; (ii) possible claims from Third Party Payers for return of
funds as they were not contractually indebted to our Group; and (iii) possible claims from liquidators
of the Third Party Payers.

Money laundering risk

As advised by our Hong Kong Legal Counsel, our Group may be subject to money laundering
risks if we knew, had reasonable ground to believe or suspected that the settlement arrangement involved
proceeds of an indictable offence under the Organised and Serious Crimes Ordinance (Chapter 455
of the Laws of Hong Kong) (“OSCO”) or drug trafficking under the Drug Trafficking (Recovery of
Proceeds) Ordinance (Chapter 405 of the Laws of Hong Kong) (“DTRPO”). In the event that such
knowledge, grounds for belief or suspicion arose, we would be obliged (1) not to deal with the funds
received under such settlement arrangement; and (2) to make the relevant disclosure to a Hong Kong
police officer or member of the Hong Kong Customs & Excise Department (as the case maybe).
Such obligations are imposed on us by the OSCO and the DTRPO. However, unlike the ALCFFIO
(as defined below), the OSCO and the DTRPO do not impose any obligation of due diligence or any
obligation of record-keeping.

As further advised by our Hong Kong Legal Counsel, unlike financial institutions (such as
banks) where they are imposed obligations to (i) take all reasonable measures to ensure that proper
safeguards exist to mitigate the risk of money laundering; (ii) comply with the requirements relating
to customer due diligence and record-keeping; and (iii) co-operate with the relevant authorities in
their exercise of the relevant supervisory and investigative powers under the Anti-Money Laundering
and Counter-Terrorist Financing (Financial Institutions) Ordinance (Chapter 615 of the Laws of Hong
Kong) (“ALCFFIO”), no similar obligations of due diligence or record-keeping under the ALCFFIO
are imposed on us, as we are not a financial institution as defined in the ALCFFIO.

Our Hong Kong Legal Counsel was of the view that it is highly unlikely that the court will infer
from the existence of the Third Party Payments alone (and without any more), that our Group “knew”,
had “reasonable ground to believe” or “suspected” (i.e. mens rea of the relevant money laundering
offences) that the Third Party Payments represented proceeds of an indictable offence or proceeds of
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drug trafficking. Furthermore, the existence of Third Party Payments arrangement should not, without
any more, result in violation by our Group of sections 25 and 25A of the OSCO and of the DTRPO.
As advised by our Hong Kong Legal Counsel, his view is based on the following:

(1)  our Directors’ representations, as confirmed in writing by those Relevant Customers who
together contributed to 94.6% and 92.3%, respectively, of the total amount of the Third
Party Payments in each of the two years ended 31 December 2012 (“Key Customers”),
that (a) the Third Party Payers either had business dealings with the Key Customers or
are relatives and friends of directors of the Key Customers; (b) the Third Party Payments
were made by such Third Party Payers at requests of the Key Customers; (c) prior to the
making of the Third Party Payments, the Key Customers had informed the Third Party
Payers (and therefore they knew) that the relevant Third Party Payments to be made by
them were for settling the purchase prices payable by the Key Customers to our Group;
(d) prior to the making of each Third Party Payment, the Key Customers would inform
our Group of its intention to settle by a Third Party Payment; (e) after the making of
such Third Party Payments, there would be settlement of any outstanding amount between
the Key Customers and the relevant Third Party Payer; (f) settlement of purchase prices
by way of Third Party Payments was common in the dried food industry; (g) our Group
was not involved in the settlement process and related procedures between the Key
Customers and the relevant Third Party Payer; (h) the Third Party Payment arrangements
have ceased and/or been terminated by the date of the respective written confirmations;
(i) the Key Customer has no dispute with our Group or any of the Third Party Payers
in respect of the Third Party Payment arrangements; (j) the Key Customer would make
full compensation to our Group if our Group is to suffer any loss or damage by reason
of the Third Party Payments arrangement; and

(2)  the confirmation of our Directors that our Group had (and still has) no knowledge,
reasonable ground to believe or suspect that any of the Third Party Payers was a criminal
or drug trafficker.

As all the funds from Third Party Payers were remitted or deposited through licensed banks
in Hong Kong which are subject to requirements to put in place reasonable measures to ensure that
proper safeguards exist to mitigate the risk of money laundering and to impose requirements relating
to customer due diligence and record-keeping, our Directors consider that the money laundering risk is
remote and does not pose any substantial risk to our business. To the best information and knowledge
of our Directors, there have been no suspicious transactions identified during the Track Record Period
and up to the Latest Practicable Date.

Possible claims from Third Party Payers

Given there is no contractual relationship between the Third Party Payers and us, subject to
the opinion of our Hong Kong Legal Counsel mentioned below, the Third Party Payers may claim
against us for the return of the respective Third Party Payments. Our Directors consider such risk is
remote because if a Third Party Payer remits or deposits a fund to us by mistake and would like us
to refund the relevant Third Party Payment to it, it would have notified the bank or us shortly after
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the remittance or deposit was made. During the Track Record Period and up to the Latest Practicable
Date, we have not received any such request or paid any interest to any Third Party Payer. Furthermore,
to the best knowledge and information of our Directors and as confirmed by the Key Customers and
certain Third Party Payers, the Third Party Payers were aware that the Third Party Payments were
used to discharge debt owed to our Group by the Relevant Customers and the Relevant Customers
have settled their transactions with the relevant Third Party Payers.

Possible claims from liquidators of the Third Party Payers

Subject to the opinion of our Hong Kong Legal Counsel mentioned below, there may also be
possible claims from liquidators of the Third Party Payers if the Third Party Payers were to become
insolvent and were presented with a winding up petition or a bankruptcy petition. In the case of a
compulsory liquidation of a company or a bankruptcy of an individual commenced in Hong Kong, the
liquidator may look into the circumstances where the Third Party Payments were made. Dispute may
arise when the liquidator considers that any of the Third Party Payments (made within six months
prior to date of presentation of the winding up or bankruptcy petition or two years prior to date the
of presentation of the winding up or bankruptcy petition for payments made to an associate of the
Third Party Payer) is susceptible to constituting an unfair preference under sections 266 to 266B of
the Cap. 32 Companies (WUMP) Ordinance or section 50 to section 51B of the Bankruptcy Ordinance
(Chapter 6 of the Laws of Hong Kong). None of the members of our Group was or is an associate of
any Third Party Payers.

In addition, as advised by our Hong Kong Legal Counsel, even if claims were brought by any
Third Party Payer (or his, her or its trustees in bankruptcy or liquidators) for the recovery of the
relevant Third Party Payments made, such claims cannot prevail as a matter of Hong Kong law. Our
Hong Kong Legal Counsel’s opinion is given based on:

(1)  the principle in the Takahashi case (a decision handed down by the Hong Kong Court of
Final Appeal in 2011) that “it is well-established that where A (being the payer), with B
(being a third party)’s authorisation or consent, pays C (being the payee) money which
discharges a debt owed by B to C, C has given good consideration for that payment,
precluding any claim by A to recover the money from C on the basis of mistake or total
failure of consideration”,

(2) the confirmations and/or representations made by our Directors, Key Customers and
Third Party Payers as set out in the sub-sections headed “Money Laundering Risk” and
“Possible Claims from Third Party Payers” above; and

(3) the reason that even if the relevant Third Party Payments were made as a result of mistake,
duress, undue influence and/or total failure of consideration, our Group had provided
good consideration for such payments (i.e. the discharge of the debts in relation to the
purchase prices), precluding thereby (on the principle in the Takahashi case) any claim
by the Third Party Payers for the recovery of any Third Party Payment from our Group
(though not precluding a claim by any such Third Party Payer against the Relevant
Customers).
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Based on the opinion of our Hong Kong legal Counsel mentioned above, our Directors consider
that the risk of possible claims from liquidators of the Third Party Payers is remote. Our Directors
confirm that, during the Track Record Period and up to the Latest Practicable Date, we had not
received any claims from liquidators of the Third Party Payers. As advised by our Hong Kong Legal
Counsel, the statutory time limit within which such claim must be brought against our Group is six
years from the time of the relevant payment.

Furthermore, indemnity relating to losses arising from Third Party Payments has been provided
by our Controlling Shareholders, for details, please refer to the paragraph headed “Estate duty, tax
and other indemnities” in Appendix V to this prospectus.

Cessation of Third Party Payments

Since the cessation of all Third Party Payment arrangements in September 2012, we had put in
place internal control measures to disallow customers to settle their payments through third parties.
We have clearly stated on our sales invoices to all customers that we do not accept any payment
through third parties, other than such changes to our sales terms which were purely to accommodate
our cessation to accept customers’ settlement through Third Party Payments, there were no material
change in our sales terms. After all Third Party Payment arrangements have ceased in September
2012, 11 out of the 13 Major Customers continue to purchase from our Group, and make payments
to us by cheque or telegraphic transfer. Our Directors are aware that one of these two Relevant
Customers who ceased to purchase from us is no longer in the American Ginseng business. For the
years ended 31 December 2011, 2012 and 2013, our sales to the Relevant Customers amounted to
approximately HK$404.4 million, HK$442.7 million and HK$643.2 million, respectively, which
accounted for approximately 90.6%, 89.9% and 84.3% of our revenue, respectively. All of the Major
Customers agreed to indemnify our Group and our Shareholders from any losses arising from Third
Party Payments. Our Controlling Shareholders have also agreed to indemnify us for any losses arising
from Third Party Payments.

For details of internal control measures relating to the monitoring of Third Party Payments and
detecting and reporting of money laundering issues, please refer to the sub-section headed “Internal
Controls” below.

In view of the aforesaid, our Directors confirm that the cessation of Third Party Payment does
not have any material adverse impact on the operations of our Group.

MARKETING AND PROMOTION

Our sales personnel are responsible for communicating and liaising with our customers, exploring
opportunities for new orders and following up on existing orders. We have also established a sales
and marketing department to manage our advertising and promotion activities.

We are actively exploring opportunities to develop and market our Hang Fat (1H%%) brand to our
customers. For example, we have participated in the Hong Kong Quality Tourism Services Scheme
and have been awarded a Certification Mark in the “Retail Shops” category for our retail outlet. We
supported an exhibition and seminar in relation to ginseng organised by the Hong Kong Chinese
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Medicine Industry Association in 2011. Furthermore, with an aim to upgrade our Hang Fat (1H%%)
brand profile, we help raise funds for Wai Yin Association, a charitable institution formed by former
Miss Hong Kong Beauty Pageant titleholders and finalists, by donating Wild Ginseng so that it can be
auctioned off. Additionally, to further enhance our Hang Fat (1H%$) brand’s profile, we will continue
to participate in national and international conferences and trade fairs such as the Food Expo and the
International Conference & Exhibition of the Modernisation of Chinese Medicine & Health Products
organised by the Hong Kong Trade Development Council.

We have also contributed to the research in respect of American Ginseng through our sponsorship
of “A Detailed Study of American Ginseng”* ( (Al (EH2) ), a book on American Ginseng published
by the Hong Kong Baptist University School of Chinese Medicine (&5 & K& B HEELL) in
January 2012. We believe that these efforts will further raise public awareness of the uses and potential
health benefits of American Ginseng.

We will continue to promote publicity and brand awareness by advertising and collecting
market intelligence at our store-in-store concessions in selected hypermarkets and supermarkets in
Hong Kong.

PURCHASING
American Ginseng

We are primarily engaged as a first-level American Ginseng wholesaler in the sourcing of
unprocessed American Ginseng, which comprises Cultivated Ginseng and Wild Ginseng. We do not
cultivate or harvest American Ginseng. We rely on Growers, Bulk Exporters and other suppliers for
all of our purchases of Cultivated Ginseng and Wild Ginseng.

We purchase unprocessed Cultivated Ginseng mainly from Growers located in Ontario, Canada.
These unprocessed Cultivated Ginseng are washed, dried and packaged by the Growers before they
are shipped to Hong Kong. We also purchase processed Cultivated Ginseng from suppliers that are
mainly based in Hong Kong. For the years ended 31 December 2011, 2012 and 2013, we purchased
approximately HK$206.6 million, HK$522.0 million and HK$662.8 million of Cultivated Ginseng,
respectively, with approximately 90.5%, 92.8% and 88.3% of our Cultivated Ginseng purchased from
Growers, respectively.

We purchase unprocessed Wild Ginseng mainly from Bulk Exporters located in the United States,
including Ohio, Kentucky, Indiana and Pennsylvania. We also purchase processed Wild Ginseng from
suppliers that are mainly based in Hong Kong. For the years ended 31 December 2011, 2012 and
2013, we purchased approximately HK$3.5 million, HK$29.9 million and HK$121.1 million of Wild
Ginseng, respectively, with approximately 84.9%, 98.5% and 97.6% of our Wild Ginseng purchased
directly from Bulk Exporters, respectively.
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The diagram below illustrates the general steps in our purchasing process for unprocessed
Cultivated Ginseng and Wild Ginseng from suppliers in Canada and the United States.

Visit Growers’ farms and contact Bulk Exporters to obtain information
regarding the quality and expected yields of Growers or Harvesters

1

Our procurement committee convenes to assess and propose
purchase amounts and prices for orders

J

Negotiation with Growers and Bulk Exporters and finalisation of
purchase orders

1

Growers or Bulk Exporters arrange for CITES permits and shipping

1

Delivery to our warehouses in Hong Kong
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The diagram below illustrates the general steps in our purchasing process for Cultivated Ginseng,
Wild Ginseng and Other Products purchased in Hong Kong.

Purchase orders received from our customers

J

We visit warehouses of the suppliers which are required to
provide product samples to us to ascertain the quantity
and quality of products available

1

Negotiation with the suppliers and finalising of purchase orders

J

Suppliers arrange for delivery from their warehouses
in Hong Kong to our warehouses in Hong Kong

The harvest season is generally from the last quarter of each calendar year to the first quarter
of the following calendar year. Early in the harvest season, Mr. Jeffrey Yeung, our executive Director,
and our procurement personnel visit various Cultivated Ginseng farms in Canada to directly assess
and obtain information regarding the production volume and quality of Cultivated Ginseng of each
farm. For Wild Ginseng, our procurement personnel will contact the Bulk Exporters directly to collect
information on the selling price and quantity of Wild Ginseng harvested. Through our site visits, we
communicate with Growers and Bulk Exporters to assess the quality of the Cultivated Ginseng and
Wild Ginseng that are on offer.

The information gathered from the site visits and communications with Growers and Bulk
Exporters assist us in making purchase decisions in respect of our Cultivated Ginseng and Wild
Ginseng. Our executive Directors and representatives from our sales and marketing department and
accounting and finance department will review each individual Grower based on its expected selling
price, production volume and product quality and make procurement decisions. Mr. Jeffrey Yeung,
and our procurement personnel will contact each selected Grower (for Cultivated Ginseng, either
directly or through a Bulk Exporter) or Bulk Exporter (for Wild Ginseng) to confirm the selling price,
purchase amount, method of delivery and credit and payment terms. The Growers or Bulk Exporters
are responsible for washing, drying and packaging of the Cultivated Ginseng and Wild Ginseng before
they are shipped to Hong Kong.
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Apart from purchasing Cultivated Ginseng and Wild Ginseng directly from Growers and Bulk
Exporters, we also purchase processed Cultivated Ginseng and Wild Ginseng on an ad hoc basis
mainly from suppliers based in Hong Kong. We will visit their warehouses, or examine product
samples provided by them, to inspect their product quality. Negotiation on the terms of sales, such
as price, quantity, delivery method and payment schedule, is generally conducted in person or via
telephone calls between us and our suppliers during the visit or shortly after visiting their warehouses.
We will be provided with a sales invoice after the terms of sales have been agreed and our suppliers
are responsible for delivering the products to our warehouses in Hong Kong. We usually settle the
payment for our purchases by bank transfer.

The purchase price of American Ginseng is generally affected by the quality, supply and demand,
historical price trend and seasonality. It is also affected by currency fluctuations as we settle the
payment for our purchase of American Ginseng from Canada in CAD and the U.S. in USD. We have
conducted an analysis to determine our exposure to changes in our cost due to currency fluctuations. For
further details, please refer to the section headed “Financial Information — Quantitative and Qualitative
Information about Market Risks — Currency risk” in this prospectus. Fluctuations in the costs of the
American Ginseng we purchase and our inability to pass on any such increases to our customers may
materially and adversely affect our costs of sales, gross profit and gross profit margin. For further
details, please refer to the section headed “Risk Factors — Risks Relating to our Business”.

Our purchases tend to be relatively low in the period between April and September each year
and tend to increase in the harvest season, which is generally from the last quarter of each calendar
year to the first quarter of the following calendar year. In Canada, where we purchase most of our
Cultivated Ginseng, the Canadian Bulk Exporter helps arrange our purchases of Cultivated Ginseng
from Growers. We wire payment to the Canadian Bulk Exporter, who in turn settles payments with
the Growers by cheque on our behalf. For the years ended 31 December 2011, 2012 and 2013, the
Canadian Bulk Exporter settled approximately HK$22.2 million, HK$58.7 million and HK$132.3
million of payments with the Growers on our behalf, respectively, which represent approximately
11.3%, 11.6% and 18.4% of our total purchase from Growers, respectively. For the years ended 31
December 2011, 2012 and 2013, the amount of fees paid to the Canadian Bulk Exporter amounted
to approximately HK$1.9 million, HK$1.9 million and HK$2.0 million, respectively. For some
purchases, we pay the balance in full prior to delivery. For the vast majority of our purchases, we
would make a down payment for part of the total purchase price prior to goods delivery, and we
normally receive credit terms of 90 days to 150 days from Growers and Bulk Exporters for settling
the remaining purchase amount. Our payments to the Canadian Bulk Exporter of its service fee are
settled in regular installments.

Master Service Agreement with the Canadian Bulk Exporter

We purchase Cultivated Ginseng from various Growers with the assistance of the Canadian Bulk
Exporter in Canada. Since the mid 1990s, the Canadian Bulk Exporter has been assisting us with a
number of matters, including consolidating shipments of Cultivated Ginseng from other Growers in
Canada for shipment from Canada to Hong Kong and handling related government formalities. In
view of our established relationship of over 10 years with the Canadian Bulk Exporter and our desire
to further foster and develop this relationship, we entered into a master service agreement dated 1
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January 2012 with the Canadian Bulk Exporter in respect of the service arrangement between us and
the Canadian Bulk Exporter (“Master Service Agreement”). The salient terms of the Master Service
Agreement are as follows:

. Services: The Canadian Bulk Exporter is required to provide services to us in relation to
the supply of American Ginseng from the Growers in Canada, including such services as
arranging for shipments, tendering payments to Growers on our behalf, obtaining CITES
permits and other required government documentation for the lawful export of the goods
from Canada to Hong Kong, obtaining cargo insurance, gathering information from and
fostering liaison with Growers and performing quality inspections.

. Term and termination: The Master Service Agreement has a term of 10 years, from
1 January 2012 to 31 December 2022. We have the unilateral right to terminate the Master
Service Agreement by giving three months’ written notice. In addition, either party may
terminate in the event of a material breach by the other party if the breach remains uncured
for 30 days after the alleging party serves notice on the other party.

. Exclusivity: The Canadian Bulk Exporter is required to provide services to us on an
exclusive basis and is not permitted to provide similar services to other wholesalers of
American Ginseng without our consent.

. Service fee: We are required to pay the Canadian Bulk Exporter a service fee in relation
to the Canadian Bulk Exporter’s provision of services to us. Such service fee is calculated
based on the Canadian Bulk Exporter’s total costs in rendering services to us, including
such costs as transportation and logistics fees, government fees, cargo insurance, telephone
charges, postage and printing, in accordance with the then effective generally accepted
accounting principles. The charge rate for the service fee payable by us is determined by
agreement between us and the Canadian Bulk Exporter from time to time with reference
to, among other factors, the complexity of the service to be provided as well as, where
applicable, prevailing market rates of similar services.

. Payment terms: The Canadian Bulk Exporter is required to provide us with an invoice
for the service fee in Canadian dollars on a monthly basis (or such other frequency as
the parties may agree from time to time).

. Credit terms: We are provided a credit term of 90 days to 150 days after the date of receipt
of the invoice from the Canadian Bulk Exporter for settlement of the service fee.

The Master Service Agreement does not include any agreement to purchase a specific quantity
of Cultivated Ginseng either from the Canadian Bulk Exporter or from the Growers. All amounts
of Cultivated Ginseng to be purchased are decided by us before purchase orders are placed with
the relevant Growers for the purchases of the Cultivated Ginseng. The Master Service Agreement
is governed by and confirmed in accordance with the laws of Hong Kong. Our Hong Kong Legal
Counsel is of the view that the Master Service Agreement is legally binding and enforceable under
the laws of Hong Kong.
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Other Products

We purchase our Other Products from suppliers based in Hong Kong. For the years ended 31
December 2011, 2012 and 2013, we purchased approximately HK$1.4 million, HK$49.5 million and
HK$35.4 million of Other Products, respectively. Purchases of our Other Products are on an ad hoc
basis. The purchase prices of our Other Products are generally affected by similar factors as those
affecting the price of American Ginseng. When a purchase order is received from our customer, we
will contact suppliers of Other Products to obtain information regarding the type and amount of
Other Products they possess. We will then visit their warehouses to inspect their product quality.
Negotiation on terms of sales, such as price, quantity, delivery method and payment schedule, is
generally conducted in person or via telephone calls between us and our suppliers during the visit
or shortly after visiting their warehouses. We will be provided with a sales invoice after the terms
of sales have been agreed and our suppliers are responsible for delivering the Other Products to our
warehouses in Hong Kong.

Relationship with our suppliers

Our suppliers mainly comprise Growers, Bulk Exporters and suppliers of Other Products. We
have established long and stable relationships with our suppliers, most of whom have been supplying
to us for more than five years. For the years ended 31 December 2011, 2012 and 2013, we engaged
approximately 50, 90 and 56 suppliers, respectively. As our demand for American Ginseng increased
significantly in 2012 and given the limited supplies available from Growers, we had accordingly
broaden the number of our suppliers from whom we source our purchases in order to fulfill such
increase in demand. As it has been our plan to increase our purchase from Growers who could offer
us their entire Cultivated Ginseng crop, the number of our suppliers in 2013 reduced as we ceased
to purchase Cultivated Ginseng from those Growers who could only offer us part of their crop. In
addition, our purchase of Cultivated Ginseng decreased in 2013 after our consideration of stock carried
forward from 2012 and our business plan. Whilst we have a long-term exclusive service agreement
with the Canadian Bulk Exporter to arrange for customs formalities and shipping of unprocessed
Cultivated Ginseng from Canada, we have not entered into any long term supply agreements with
Growers for Cultivated Ginseng or Bulk Exporters of Wild Ginseng or other suppliers and instead
enter into individual purchase orders for purchases from them. All purchases are made pursuant to
purchase orders. Our Directors confirm that during the Track Record Period, we did not experience
any material shortages or delays from or disputes with our suppliers in relation to the quality and
delivery of Cultivated Ginseng, Wild Ginseng and Other Products, nor did we experience any material
adverse consequences from any unsatisfactory products supplied by them.

During the Track Record Period and up to the Latest Practicable Date, one of our customers was
also our supplier, and the ultimate shareholder of one of our customers and one of our suppliers were
the same. These suppliers are American Ginseng processors and secondary wholesalers of processed
American Ginseng, of which we sell unprocessed American Ginseng to them and from which we
also separately purchase processed American Ginseng for our retail operation or on an ad hoc basis
for certain wholesale customers. As we only conduct minimal processing of American Ginseng, our
Directors are of the opinion that it is more cost-effective to purchase processed American Ginseng
from third parties instead of maintaining large-scale in-house processing facilities, so that we are able
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to focus on our core business of the wholesaling of unprocessed American Ginseng. Our Directors
confirm that none of the unprocessed American Ginseng we sold to these suppliers were conditional on
their sale of the corresponding amount of processed American Ginseng to us. For the years ended 31
December 2011, 2012 and 2013, purchases from these suppliers amounted to approximately HK$12.1
million, HK$64.8 million and HK$77.3 million, respectively, which accounted for approximately 5.7%,
10.8% and 9.5% of our total purchase, respectively. Our sales to these suppliers for the years ended
31 December 2011, 2012 and 2013 amounted to approximately HK$15.5 million, HK$39.9 million
and HK$155.2 million, respectively, which accounted for approximately 3.5%, 8.1% and 20.3% of
our revenue, respectively. Our gross profit generated from each of these suppliers for the years ended
31 December 2011, 2012 and 2013 amounted to approximately HK$4.1 million, HK$1.4 million
and HK$20.4 million, and Nil, approximately HK$5.4 million and HK$21.4 million, respectively,
which represent approximately 4.6%, 1.7% and 11.4%, and 0%,6.7% and 11.9% of our gross profit,
respectively.

Five largest suppliers

Our purchase from the five largest suppliers of our Group, which comprise Growers and Bulk
Exporters as well as a supplier of our Other Products, accounted for approximately 56.6%, 40.7% and
39.2% of our total purchases for the years ended 31 December 2011, 2012 and 2013, respectively.
The largest supplier of our Group, which was a Grower based in Canada for the years 2011 and 2012
and another Grower also based in Canada for the year 2013, accounted for approximately 17.3%,
12.3% and 10.4% of our total purchases for the years ended 31 December 2011, 2012 and 2013,
respectively. None of our Directors or their associates nor any person who to the best information
and knowledge of our Directors owned 5% or more of our issued share capital as at 31 December
2013 had any interest in any of our top five suppliers for the years ended 31 December 2011, 2012
and 2013, respectively.

LOGISTICS
Purchasing logistics

Customs formalities and shipping of unprocessed Cultivated Ginseng from Canada to Hong Kong
are arranged by the Canadian Bulk Exporter, which is also one of the Growers from whom we purchase
our unprocessed Cultivated Ginseng, that possesses the relevant export licence for exporting Cultivated
Ginseng from Canada. The Canadian Bulk Exporter charges its services based on the costs incurred in
arranging for the export of Cultivated Ginseng from Canada to us. Our unprocessed Cultivated Ginseng
from Canada is usually delivered to Hong Kong by sea. We are responsible for all freight charges and
insurance once the Cultivated Ginseng is shipped from Canada. For purchases from our suppliers of
Cultivated Ginseng based in the PRC and Hong Kong, such suppliers are responsible for delivering
the processed Cultivated Ginseng to our warehouses in Hong Kong. All risks and related expenses
are borne by these suppliers until the products are delivered to our warechouses in Hong Kong.

Unprocessed Wild Ginseng purchased from the United States is shipped directly from the Bulk
Exporters in the United States to Hong Kong. We are responsible for all freight charges and insurances
once our Wild Ginseng is shipped from the United States. Suppliers of processed Wild Ginseng in
Hong Kong are responsible for delivering the processed Wild Ginseng to our warehouses in Hong
Kong. All risks and related expenses are borne by these suppliers until the products are delivered to
our warehouses in Hong Kong.
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Suppliers of our Other Products are responsible for delivering the products to our warehouses
in Hong Kong at the cost of the suppliers. All risks and related expenses are borne by our suppliers
until the products are delivered to our warehouses in Hong Kong.

Our Directors confirm that we did not experience any material loss in the delivery of our
products during the Track Record Period.

Sales logistics

In general, we are not responsible for delivering American Ginseng or our Other Products to
our customers. Our customers, or their respective agents, generally arrange to directly retrieve the
products from our warehouses. Our customers are required to notify us at least three working days
in advance before they or their respective agents collect the products from our warehouses. During
each collection, our customers or their respective agents are required to present the original sales
invoice to our warehouse staff, who will then record the date of collection and amount collected on
the packing list, which is signed by our customers or their respective agents to acknowledge receipt.
We only arrange for delivery from our warehouse to the port in Hong Kong or assist our customers
to arrange for customs clearance for the export of the products out of Hong Kong upon their request,
on a case-by-case basis, and at their expense.

SPECIAL IMPORT/EXPORT REQUIREMENTS UNDER CITES

American Ginseng is classified as endangered species under CITES. The import and export of
American Ginseng is subject to special requirements in countries that are members to CITES. Below
is a summary of the requirements under CITES relevant to our business. For further details of these
requirements, please refer to the section headed “Regulatory Overview” in this prospectus.

Canada

In Canada, CITES is enforced pursuant to the WAPPRIITA which forbids the import, export and
interprovincial transportation of species listed in the CITIES appendices unless the appropriate licenses
and permits have been obtained. Various Canadian government enforcement agencies, including the
Canada Border Services Agency, the Canada Customs and Revenue Agency, the Canadian Food and
Inspection Agency and the Royal Canadian Mounted Police, collaborate with Environment Canada
to implement the treaty. In order to export American Ginseng from Canada, an exporter is required
to possess an export permit pursuant to WAPPRIITA.

In addition, pursuant to the Ontario Endangered Species Act, 2007, American Ginseng can be
exported from Ontario only if cultivated on land for which licence fees are payable to the OGGA.

We do not export American Ginseng from Canada to Hong Kong (or elsewhere), and are therefore
not required to obtain any CITES permit for the export of American Ginseng from Canada to Hong
Kong. The export of American Ginseng from Canada to Hong Kong is handled by the Canadian Bulk
Exporter, who has represented that it has all relevant export certificates pursuant to WAPPRIITA and
that it was in compliance with CITES regulations. During the Track Record Period, we also sold
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a small amount of American Ginseng from Hong Kong to Canada. As we are only responsible for
arranging delivery from our warehouses to the port in Hong Kong as well as assist our customers to
arrange for custom clearance for the export of the products out of Hong Kong, we are not subject to
the import requirements pursuant to WAPPRIITA.

The United States

The U.S. regulations implementing CITES classify “American Ginseng” as an Appendix II
protected plant species, a designation that carries certain reporting, record keeping, and export permit
requirements for any party seeking to export it from the United States. Additionally, the export of
Wild Ginseng from the United States is only permitted in certain states, including Indiana, Kentucky,
Ohio and Pennsylvania.

We do not export American Ginseng from the United States to Hong Kong (or elsewhere),
hence we are not required to obtain any CITES permit for the export of American Ginseng from the
United States to Hong Kong. The export of American Ginseng from the United States to Hong Kong
is handled by Bulk Exporters, who we believe possess all relevant export certificates pursuant to the
relevant U.S. laws and regulations in relation to the exportation of American Ginseng. Further, we do
not export American Ginseng from Hong Kong to the United States. We are also not subject to the
import requirements pursuant to the relevant U.S. laws and regulations as we do not sell American
Ginseng to the United States.

The PRC

Pursuant to the Regulations of the PRC on Protection of Wild Plants (7% A [ 2[5 ¥ 4E
T R 19]), the other relevant PRC regulations and the regulatory practice of the competent
authorities, a series of import and export certificates or approvals (including a CITES certificate
(S FFHEH 1T R B E)) and performance of other statutory formalities is required for the export of
American Ginseng from and the import of American Ginseng into the PRC. Whilst we sell American
Ginseng to PRC based customers and purchase it from PRC based suppliers, we had no obligation to
conduct and had never intervened/involved in any formalities and/or procedures with respect to the
export of American Ginseng from the PRC to Hong Kong or the import of it from Hong Kong into
the PRC. All such transactions were completed in Hong Kong, and the import and export formalities
are independently handled by the customers, suppliers or their designees. Therefore, we were not
subject to the Regulations of the PRC on Protection of Wild Plants and other relevant PRC regulations
during the Track Record Period and up to the Latest Practicable Date.

Hong Kong

We import American Ginseng into Hong Kong. For all our imports of American Ginseng, we
are required to obtain a CITES certificate from the relevant authorities in the country of export and
(in the case of Wild Ginseng) an import licences issued by the relevant authorities in Hong Kong. To
re-export a shipment of American Ginseng out of Hong Kong, a re-exporter is required to apply for a
re-export licence from the Director of Agriculture, Fisheries and Conservation, which may be issued
with or without conditions as the director considers appropriate. Any re-export licence obtained by the

- 111 -



BUSINESS

re-exporter shall be produced to the relevant authorities in Hong Kong before the American Ginseng
is re-exported from Hong Kong. Our Directors confirm that we have obtained CITES permits for all
of our imports of American Ginseng into Hong Kong. On a number of occasions during the Track
Record Period, our Group also, upon specific requests from certain customers in Malaysia, arranged
for the export or re-export of American Ginseng from Hong Kong. Our Directors confirm that on each
of those occasions where we arranged for the export or re-export of American Ginseng from Hong
Kong, we had lodged with and/or surrender to the Customs and Excise Department a re-export licence
issued by the Director of Agriculture, Fisheries and Conservation as well as an export declaration.

As of the Latest Practicable Date, our Directors confirm that no legal proceedings (whether
criminal or civil) have been instituted, brought or continued against us for violation or non-compliance
of any relevant Hong Kong laws and regulations in respect of our imports, exports or re-exports of
American Ginseng into or out of Hong Kong.

Other Products

All our sales and purchases of our Other Products are conducted in Hong Kong. We do not import
any of our Other Products from our suppliers, and we do not export them to any of our customers
located overseas. As such, our Hong Kong Legal Counsel has advised us that we are not subject to
any special import or export requirements under CITES for our Other Products.

LICENCES

Certain of our products including American Ginseng are listed as Chinese herbal medicines
under Schedule 2 to the Chinese Medicine Ordinance (Chapter 549 of the laws of Hong Kong) which
require wholesaler and retailer of these products to hold relevant licence to conduct the relevant
business. As at the Latest Practicable Date, our Group is the holder of certain licences under this
Ordinance. For further details, please refer to the paragraph headed “Regulatory Overview — Chinese
Medicine Ordinance” in this prospectus.

INVENTORY

Our inventories mainly consist of Cultivated Ginseng, Wild Ginseng and Other Products. Our
inventory policy is to maintain adequate levels of inventory without compromising our target to offer
as many American Ginseng and Other Products as possible to our customers, as well as maintain
sufficient levels of sellable products in our retail outlet. While there is no particular seasonality for
the industry of Other Products, the American Ginseng retail industry exhibits seasonality, with the
peak season being the one or two month period before the Mid-Autumn Festival in September and
the Chinese New Year Festival in January or February of each year.

Although American Ginseng is perishable agricultural product, it can be stored for an extended
period after drying and this has historically provided us with some degree of flexibility in terms of
timing and volume of our purchases. We adopt a flexible inventory policy depending on seasonality,
market price, demand and our purchasing ability. In order to estimate the purchase volume of American
Ginseng for the next calendar year, we regularly review the market demand, customer’s needs and
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the amount of global supply of American Ginseng during the year. All our warehouses are equipped
with air conditioners and exhaust fans to prevent spoilage. It is our policy to make provision for
inventories that are damaged or deemed no longer saleable. As at 31 December 2011, 2012 and 2013,
we did not make any provision for inventories.

We conduct regular inventory counts of our American Ginseng and Other Products. Our warehouse
staff carries out a full count on every shipment when it arrives at our warchouses. In addition, full
inventory counts are conducted at the end of each quarter and financial year, with results cross-checked
against the accounting records to ensure consistency of our records.

As we generally begin purchasing American Ginseng at the beginning of the harvest season,
which is usually in the last quarter of each calendar year while most of our sales are conducted in
the first and second quarters of each calendar year, therefore our inventory balance at the end of each
calendar year is relatively high. The balance of our inventory as at 31 December 2011, 2012 and 2013
accounted for approximately 26.5%, 53.4% and 62.1% of our total current assets, respectively, while
our average inventory turnover days were 209 days, 203 days and 278 days, respectively.

QUALITY MANAGEMENT

Although, based on the market research performed by Ipsos and to the best knowledge of our
Directors, there are no set standards to determine the quality of American Ginseng, we believe that
our success is in part attributable to our focus on quality American Ginseng in order to meet customer
demand. Identifying quality American Ginseng is a specialised skill, as it is a natural product that
sorted and graded based largely on subtle physical characteristics. There is presently no uniform
industry standard for the grading of American Ginseng, as standards vary from location to location.
Accordingly, the knowledge of grading American Ginseng has been traditionally passed down from
generation to generation by apprenticeship.

We have established quality assurance and monitoring procedures to ensure that our products
meet our quality control standards and the expectations and requirements of our customers. Our quality
control begins before we place orders for American Ginseng from Growers and Bulk Exporters, as we
make site visits to certain Growers and communicate with other Growers as well as the Bulk Exporters
to assess the quality of the Cultivated Ginseng and Wild Ginseng being offered. The Canadian Bulk
Exporter assists us in visiting Growers to assess the quality of the plants and roots at various stages
in the production cycle, including growing, digging, drying, cutting and packing. Lower quality roots
are identified and removed. All our incoming Cultivated Ginseng, Wild Ginseng and Other Products
must be inspected by our warchouse staff when they are transported to our warehouses. In addition,
we conduct annual checks at the Cultivated Ginseng farms in Canada to ensure that their cultivation
process and product quality comply with our requirements. We maintain a list of creditable Growers
of Cultivated Ginseng, which is updated by us annually upon our satisfaction of the quality of the
American Ginseng being cultivated. Our Directors confirm that there were no material product quality
issues, product recalls, major complaints against our products, or any material amount of sales return
during the Track Record Period and as at the Latest Practicable Date. Meanwhile, as the assessment of
quality of American Ginseng is mainly dependent on the experience and judgement of the procurement
personnel, we have also provided extensive on-going training and guidance to our procurement personnel
in order to ensure that we can maintain the quality of our purchases in the future.
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COMPETITION

According to the Ipsos Report, the demand for American Ginseng has grown in recent years
as a result of increase in health awareness and popularity of traditional Chinese medicine, as well as
active promotions by American Ginseng associations. Our Directors believe that the barriers to enter
into the American Ginseng industry are the experience and knowledge about the products and the
industry is largely dependent on established relationships and trusts.

Competition in the American Ginseng wholesale industry in Hong Kong is intense because the
industry is dominated by the top key players. According to the Ipsos Report, the top five American
Ginseng wholesalers in Hong Kong, which included our Group, accounted for approximately 75.9%
of the market share in terms of volume, and approximately 93.9% of the market share in terms of
revenue in the year ended 31 December 2013. There are also new entrants in the industry, who mainly
consist of businesses started by the younger generation. These newer competitors usually have gained
experience working with existing unprocessed American Ginseng wholesalers before establishing
their own unprocessed American Ginseng wholesale businesses. Nevertheless, we believe that we are
able to compete based on, among other things, our large scale, our experienced management team
and our long established relationships with our suppliers and customers. For further details of the
American Ginseng wholesale industry, please refer to the section headed “Industry Overview” in this
prospectus.

EMPLOYEES

For the years ended 31 December 2011, 2012 and 2013, we had a total of 20, 20 and 25 full-
time employees, respectively. As at the Latest Practicable Date, we had 24 full-time employees.
The following table sets forth the number of our full time employees by department as at the Latest
Practicable Date:

Function Total

Management

Accounting & Finance

Sales & Marketing

Human Resources & Administration
Warehouse, Inventory & Logistics

AN W R ONW

Sorting & Packaging

24

As at the Latest Practicable Date, we had 4 part-time employees in our retail operation team
under our sales and marketing department to manage our store-in-store concessions.

We enter into separate labour contracts with each of our employees. Our Hong Kong Legal

Counsel has confirmed that the terms and conditions of the labour contracts are in compliance with
the relevant Hong Kong labour laws in all material respects, respectively.
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We believe that our management policies, working environment and employee development
opportunities and benefits have contributed to building good labour relations and employee retention.
Our management team lays great emphasis on the personal development and success of our employees.
We provide our employees with regular on-the-job supervision from senior employees to facilitate
the acquisition of necessary skills. We also encourage our employees to attend external training
programmes.

Our employees’ remuneration generally includes salary and performance-based bonuses. We
make contributions for our employees in relation to the mandatory provident funds in accordance
with the applicable laws and regulations in Hong Kong. The total amount of contributions we made
for the mandatory provident funds for each of the years ended 31 December 2011, 2012 and 2013
was approximately HK$0.2 million, HK$0.3 million and HK$0.3 million, respectively.

INTELLECTUAL PROPERTY RIGHTS

We recognise the importance of protecting and enforcing our intellectual property rights. We
rely on various intellectual property laws, especially trademark laws, to protect our proprietary rights.
Details of our intellectual property rights are more particularly set out under the paragraph headed
“Intellectual property rights of our Group” in Appendix V to this prospectus.

Our Directors confirm that we have not infringed any other third-parties’ intellectual property
rights during the Track Record Period and up to the Latest Practicable Date that would have a material
and adverse impact on our operations and financial position and, as at the Latest Practicable Date,
we did not have any pending or threatened claims against us or any of our subsidiaries relating to
the infringement of any intellectual property rights owned by third parties.

PROPERTIES
Owned Properties

As at the Latest Practicable Date, we owned 11 properties in Hong Kong. Excluding the car
parking spaces, the aggregate gross floor area is approximately 27,630 square feet. Among these
11 properties, 10 are used for non-property activities as defined under Rule 5.01(2) of the Listing
Rules. These properties are use as offices, warehouses, residential property and car parking spaces.
5 of these 11 properties, with an aggregate gross floor area of approximately 21,758 square feet, are
used as warehouses. 3 of these 11 properties, with an aggregate gross floor area of approximately
1,938 square feet, are adjacent properties acquired by us in March 2014 and are expected to be used
as office after renovation is completed in September 2014 tentatively.

Since no single property interest that forms part of our non-property activities has a carrying
amount of 15% or more of our total assets, our Directors are of the view that these properties are
exempted from compliance with requirements of a valuation.

The remaining 1 property is used for property activities as defined under Rule 5.01(2) of the

Listing Rules which are subject to independent valuation. For further details about this property,
please refer to the property valuation report as set out in Appendix III to this prospectus.
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Leased/Licenced Properties

As at the Latest Practicable Date, we leased or licenced 9 properties from Independent Third
Parties in Hong Kong. Excluding the five car parking spaces, the total gross floor area is approximately
4,881 square feet. We primarily lease or licence these properties for our retail operation, office, car
parking spaces and staff quarter, with an area ranging from approximately 619 square feet to 2,152
square feet. The term of our lease agreements and licence agreements ranges from six months to three
years. 1 of these 9 properties, with a total gross floor area of approximately 2,152 square feet, is our
retail shop in Sheung Wan which comprise of a shop unit on ground floor and a storage area on the
mezzanine floor. 1 of these 9 properties, with a total gross floor area of approximately 980 square
feet, is currently used as office and is expected to be used as storage after new office is ready for use
in September 2014 tentatively until termination of the relevant lease in June 2015.

ENVIRONMENTAL AND SAFETY MATTERS

Environmental Matters

We are not involved in the growing and collection of Cultivated Ginseng and Wild Ginseng nor
in the processing of Other Products that we sell, such as dried cordyceps, cubilose and abalone. As
a result, we do not discharge any environmental pollutants. Hence, we did not incur any expenditure
in respect of compliance with applicable environmental protection requirements during the Track
Record Period, and we do not anticipate that we will incur any such expenditure in the future. Our
Directors believe that the chances of encountering potential future environmental risks are minimal
and therefore do not plan to undertake any additional measures to address the environmental risks.

During the Track Record Period and up to the Latest Practicable Date, we have not been fined for
breaching the relevant environmental laws and regulations in Hong Kong. Our Directors consider that
we are in compliance with laws and regulations related to environmental protection in Hong Kong.

Safety Matters

During the Track Record Period, we have implemented internal guidelines and reporting
system for occupational health and safety related matters. Regarding the working environment for
our employees, a hygiene and safe working environment is maintained at our warehouses, retail outlet
and store-in-store concessions.

During the Track Record Period, none of our employees had been involved in any major accidents
in the course of their employment and we had not been subject to disciplinary actions with respect
to labour protection issues.

INSURANCE

We take out insurance to protect our property, plant, equipment, motor vehicles, other fixed
assets and inventories, against a range of contingencies, including, among others, loss, theft and
damage. We also maintain employee compensation insurance for our employees in Hong Kong as
required under the respective Hong Kong laws and regulations.

- 116 -



BUSINESS

The insurance premiums paid by our Group amounted to approximately HK$0.82 million,
HK$1.42 million and HK$1.66 million for the years ended 31 December 2011, 2012 and 2013,
respectively. We did not make any insurance claims during the Track Record Period and up to the
Latest Practicable Date.

We have not maintained insurance coverage for product liability. As confirmed by our Hong
Kong Legal Counsel, no compulsory product liability insurance is required under Hong Kong law
in respect of the sales of American Ginseng and Other Products sold by our Group. As a result, our
Directors believe that our insurance coverage is adequate for our operations and is in line with the
industry norm, hence it is not necessary for us to purchase any product liability insurance.

INTERNAL CONTROLS

Our internal control system and procedures are designed to meet our specific business needs
and to minimise our risk exposure. Operationally, we have implemented various internal control
procedures to facilitate the effective operations of our business.

Investment properties and derivative financial instruments

We are primarily a business that is owned by Mr. Matthew Yeung and his family members prior
to Listing, and Mr. Matthew Yeung used our Group as a platform to conduct part of his personal
investments during the Track Record Period. As at 31 December 2011, 2012 and 2013, we held two,
one and one residential property(ies) located in Hong Kong, respectively, which was/were classified
as investment properties in our financial statements. In addition, in the years ended 31 December 2011
and 2012, our Group has entered into certain derivative transactions, including principally foreign
currency investment transactions, based on the instructions of Mr. Matthew Yeung. For further details
of such investments, please refer to the section headed “Financial Information — Investment properties
and derivative financial instruments” in this prospectus. For details of the nominal amounts, net
settlement in intervals and the duration of the derivative financial instruments, net settlement terms and
conditions, please refer to Note 20 to the Accountant’s Report in Appendix I to this prospectus.

As some of our sales are denominated in RMB and our purchases of American Ginseng are
mainly made in CAD or U.S. dollars, we are exposed to transactional and translational foreign currency
gains or losses from our operations. In order to enhance the internal control and risk management
procedures and to identify and manage the risks which we may be exposed to in handling foreign
exchange and other investment transactions in the future, we have adopted enhanced internal control
policies on foreign exchange and other investment transactions since February 2013. Under such
internal control policies, we are only permitted to enter into foreign currency investment transactions
against RMB, CAD or U.S. dollars up to the amount of our sales or purchases of the respective
currencies. Our Directors believe that such internal control policies help strengthen the checks and
balances in processing investment transactions and prevent our Directors or senior management from
conducting investments that do not relate to our Group’s core business through our Company and
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its subsidiaries. The following chart sets forth our internal control process in relation to our foreign

exchange or other investment transactions:

Audit Committee @

Chairman and Chief Executive Officer @7

Sales and marketing

Procurement committee Chief Financial Officer ("™

department

Notes:

Handling officer ®©® Cashier ©

By the end of each month, our sales and marketing department or our procurement committee will submit to our
Chief Financial Officer the amount and details of sales or purchases made during the month that are denominated
in foreign currencies.

Our Chief Financial Officer will consider the foreign currency risk which our Group will be exposed to and
decide an appropriate foreign currency investment proposal. Our Chief Financial Officer will then designate a
handling officer to obtain term sheets from prospective banks.

The foreign currency investment proposal, together with the proposed term sheet, will be submitted to our
Chairman and our Chief Executive Officer for review and approval.

When the foreign currency investment proposal and the proposed term sheet are approved by our Chairman and
our Chief Executive Officer, they will be submitted to our Audit Committee for further review and approval.

Once the foreign currency investment proposal and the proposed term sheet are approved by our Audit Committee,
our handling officer will confirm the term sheet with the respective bank.

All payments for foreign currency and other investment transactions are handled by our cashier. All payments
must be signed and approved by at least two executive Directors.

Our Chief Financial Officer will prepare a report on all outstanding foreign currency investment transactions
by the end of each month, which will be submitted to our Chairman, our Chief Executive Officer and our Audit
Committee for review and approval.

We disposed one of our investment properties in April 2012 and have ceased entering into foreign

currency financial instruments since December 2012. In addition, we do not have any plans to purchase

any investment properties and no further derivative financial instruments had been entered into as

at the Latest Practicable Date. Save for forward currency investment transactions which our Group

may enter into in order to mitigate our exposure to foreign currency fluctuations, our Group does not

intend to make further investments that do not relate to our Group’s core business after Listing.
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Third party payment arrangements

We do not accept and have not accepted Third Party Payments since September 2012. We have
inserted additional terms into our sales invoices informing our customers that Third Party Payments
will not be accepted and that should any of our customers settle their purchase by Third Party
Payments, our customers shall be held solely responsible for any loss suffered by us arising out of
any such payment arrangement.

In the event that any fund is settled by a third party on behalf of a customer, our accounting
and finance department will set aside the fund, make enquiry with our banks regarding the identity of
the remitter and return the fund to such party. Concurrently, our accounting and finance department
will request for immediate payment from the relevant customer directly.

It is our policy to require our customers to provide us with the relevant bank transfer slips after
payments are made by bank transfers for verifying and tracking of funds.

Other internal control measures

We have also adopted certain internal control measures to prevent non-compliance with laws and
regulations. For further details, please refer to sub-section headed “Legal Compliance and Proceedings
— Internal control measures designed to prevent future non-compliance” below.

LEGAL COMPLIANCE AND PROCEEDINGS

Our Directors confirm that, save for the non-compliance incidents as disclosed below, we have
complied with all relevant Hong Kong laws and regulations in all material aspects and obtained all
relevant approvals and certificates which are necessary for our operations. As at the Latest Practicable
Date, we were not engaged in any litigation, arbitration or claim of material importance, and no
litigation, arbitration or claim is known to our Directors to be pending or threatened by or against us,
that would have a material adverse effect on our results of operations or financial condition.

Non-compliance matters under the Companies Ordinance, Chapter 32 of the Laws of Hong Kong,
prior to 3 March 2014 (i.e. the Cap. 622 Companies Ordinance)

Some of our subsidiaries incorporated in Hong Kong have on various occasions not complied
with certain statutory requirements under sections 111 and 122 of the Companies Ordinance, Chapter
32 of the Laws of Hong Kong, prior to 3 March 2014 (i.e. sections 431 and 610 of Cap. 622 Companies
Ordinance) as described below. Upon identification of the instances of non-compliance, we have taken
corresponding steps to remedy the non-compliance incidents.

Accounts-related non-compliance matters
Pursuant to sections 431 and 610 of the Cap. 622 Companies Ordinance (i.e. section 122 of the

Companies Ordinance, Chapter 32 of the Laws of Hong Kong, prior to 3 March 2014), the directors of
a company incorporated in Hong Kong are required to cause the profit and loss account and balance
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sheet to be made up and laid before the company and its shareholders at each of its annual general
meetings. Such accounts shall be made up to a date falling not more than nine months before the date
of the relevant annual general meeting. Some of our subsidiaries incorporated in Hong Kong failed
to comply with this requirement due to unintended and inadvertent omission. We have submitted
subsequently the requisite audited accounts for the relevant Group companies to their respective
shareholders for approval either through general meetings or by way of written resolutions.

Annual general meeting-related non-compliance matters

Pursuant to section 610 of the Cap. 622 Companies Ordinance (i.e. section 111 of the Companies
Ordinance, Chapter 32 of the Laws of Hong Kong, prior to 3 March 2014), a company incorporated
in Hong Kong is required in each year (except for the first 18 months after its incorporation) to hold
an annual general meeting in addition to any other meetings in that year. However, a company is not
required to hold such meeting if (i) everything that is required or intended to be done at the meeting
(by resolution or otherwise) is done by a resolution or resolutions in accordance with the Cap. 622
Companies Ordinance (i.e. Companies Ordinance, Chapter 32 of the Laws of Hong Kong, prior to
3 March 2014); and (ii) a copy of each document (including any accounts or records) which would
be required to be laid before the company at the meeting or otherwise produced at the meeting is
provided to each member of the company before or at the same time as the resolution or resolutions,
as the case may be, is or are provided to the member.

Some of our subsidiaries incorporated in Hong Kong failed to comply with this requirement
due to absence of timely and professional advice to the relevant company on this matter. Written
resolutions have subsequently been passed for the relevant Group companies to do everything that is
required or intended to be done at the annual general meeting (“AGM”) and a copy of each document
(including any accounts or records) which under sections 111 and 122 of the Companies Ordinance,
Chapter 32 of the Laws of Hong Kong, prior to 3 March 2014 (i.e. sections 431 and 610 of Cap.
622 Companies Ordinance), would be required to be laid before the relevant Group companies at
the meeting or otherwise produced at the meeting is provided to the respective shareholder(s) of the
Group companies.

Further details of the above non-compliance matters are set out in below.

Summary of the non-compliance matters under the Companies Ordinance, Chapter 32 of the
Laws of Hong Kong, prior to 3 March 2014 (i.e. the Cap. 622 Companies Ordinance)

A number of our subsidiaries incorporated in Hong Kong have previously failed to comply
with the statutory requirements of the Companies Ordinance, Chapter 32 of the Laws of Hong Kong,
prior to 3 March 2014 (i.e. the Cap. 622 Companies Ordinance), details of which are summarised in
the following tables.
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Accounts-related non-compliance matters

Maximum penalty and potential Personnel involved Monitoring process after
Name(s) of our Group  Details of non- financial losses for each incident ~ Relevant period of the ~ Reasons for the in the Latest status and rectification ~ implementation of the
company(ies) compliance of non-compliance non-compliance breach(es) non-compliance actions taken remedial actions

(I} HF Hong® Failure to lay the Fine of HKS300,000 and 12 months 28 April 1989 to Due to unintended and ~ Mr. Matthew Yeung; ~ HF Hong had obtained a court  Qur Hong Kong legal

audited accounts at~ imprisonment 31 March 2012 inadvertent omission of - Madam Fu; Mr. Jeffrey  order allowing the extension  adviser will assist and
HF Hong's annual the officer of HF Hong ~ Yeung, each a director  of the time limit for laying of  work closely with our
general meetings HF Hong had obtained a court who was responsible  of HF Hong the accounts for the three years  Group to ensure due
andlor failure tolay — order allowing the extension of for company secretarial ended 31 March 2012 under compliance of the
audited accounts made the time limit for laying of the and corporate Ms. Wong Mei Kuen, ~ section 122 of the Companies ~ statutory requirements
up to a date falling not ~ accounts for the three years ended administrative matters,  Joan (ceased to be Ordinance, Chapter 32 of under the Cap. 622
more than ning months 31 March 2012 under section failed to arrange for ~ director of HF Hong ~ the Laws of Hong Kong (ie. ~ Companies Ordinance
before the date of the 122 of the Companies Ordinance, audits of HF Hong on 3 July 1989), Mr. -~ sections 431 and 610 of the
relevant annual general ~ Chapter 32 of the Laws of Hong within the time period  Yeung Ngan Chuen ~ Cap. 622 Companies Ordinance) ~ An audit commitiee*
meeting under section ~ Kong (i.¢. sections 431 and as provided for under  (ceased to be director  in March 2014 has been established to
122 of the Companies 610 of the Cap. 622 Companies section 122 of the of HF Hong on 23 oversee the financial
Ordinance, Chapter 32 Ordinance) Companies Ordinance, ~ April 1993) Notwithstanding the fact that ~ reporting and internal
of the Laws of Hong Chapter 32 of the HF Hong had failed to obtain ~ control procedures of
Kong (ic. sections — Although HF Hong had failed Laws of Hong Kong acourt order allowing the our Group
431and 610 of the ~to obtain a court order allowing (i.¢. sections 431 and extension of the time limit for
Cap. 622 Companies the extension of the time limit 610 of the Cap. 622 laying of the accounts for the
Ordinance) for laying of the accounts for the Companies Ordinance) financial years 1990 to 2009,

financial years 1990 to 2009, our our Hong Kong Legal Counsel is

Hong Kong Legal Counsel is of of the view (1) that by reason of

the view that by reason of section section 331A of the Companies

351A of the Companies Ordinance, Ordinance, Chapter 32 of the

Chapter 32 of the Laws of Hong Laws of Hong Kong (i.e. section

Kong (i.c. section 900 of the Cap. 900 of the Cap. 622 Companies

622 Companies Ordinance), no Ordinance), no information or

information or complaint relating complaint relating to an offence

o an offence under the same under the same Ordinance might

Ordinance might be tried if it were be tried if it were laid or made

laid or made at any time within more than three years after

three years after the commission of the commission of the offence

the offence and within 12 months and more than 12 months after

after the date on which evidence the date on which evidence

sufficient in the opinion of the sufficient in the opinion of

Secretary of Justice to justify the the Secretary of Justice to

proceedings came to his knowledge, justify the proceedings came

whereby no complaint or criminal to his knowledge; and (2)

proceedings can be brought against that no complaint or criminal

Mr. Matthew Yeung, Mr. Jeffrey proceedings can be brought

Yeung and Madam Fu, each being against Mr. Matthew Yeung,

a director of HF Hong, for the Mr. Jeffrey Yeung and Madam

default in respect of any of the Fu, each being a director of HF

non-compliance of HF Hong for not Hong, because more than three

laying the account for the financial years have elapsed since the

years 1990 to 2009 relevant non-compliance
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Name(s) of our Group  Details of non-

company(ies)
() HF Holdings’
(3)  HFGinseng
Importer’
() Fortune
Gaining'

compliance

Failure to lay the
audited accounts at

HF Holding’s annual
general meetings
and/or failure to lay
audited accounts made
up to & date falling not
more than ning months
before the date of the
televant annual general
meeting under section
122 of the Companies
Ordinance, Chapter 3
of the Laws of Hong
Kong (i.e. sections

431 and 610 of the
Cap. 622 Companies
Ordinance)

Failure to lay the
audited accounts at

HF Ginseng Importer's
annual general meeting
and/or failure to lay
audited accounts made
up to a date falling
ot more than nine
months before the date
of such annual general
meeting under section
122 of the Companies
Ordinance, Chapter 3
of the Laws of Hong
Kong (i.¢. sections
431 and 610 of the
Cap. 622 Companies
Ordinance)

Failure to lay the
audited accounts at
Fortune Gaining's
annual general meeting
and/or failure to lay
audited accounts made
up to a date falling not
more than ning months
before the date of such
relevant annual general
meeting under section
122 of the Companies
Ordinance, Chapter 32
of the Laws of Hong
Kong (i.¢. sections

431 and 610 of the
Cap. 622 Companies
Ordinance)

Maximum penalty and potential
financial losses for each incident
of non-compliance

Fine of HK$300,000 and 12 months
imprisonment

As HF Holdings had obtained a
court order allowing the extension
of the time limit for the laying

of the relevant accounts under
section 122 of the Companies
Ordinance, Chapter 32 of the Laws
of Hong Kong (i.¢. sections 431
and 610 of the Cap. 622 Companies
Ordinance), the director of HF
Holdings does not commit an
offence and he will not be liable

o any fine or imprisonment under
section 122 of the Companies
Ordinance, Chapter 32 of the Laws
of Hong Kong (i.c. sections 431
and 610 of the Cap. 622 Companies
Ordinance)

Fine of HK$300,000 and 12 months
imprisonment

As HF Ginseng Importer had
obtained a court order allowing

the extension of the time limit for
the laying of the relevant accounts
under section 122 of the Companies
Ordinance, Chapter 32 of the Laws
of Hong Kong (i.¢. sections 431
and 610 of the Cap. 622 Companies
Ordinance), none of the directors of
HF Ginseng Importer commits an
offence and none of them will be
liable to any fine or imprisonment
under section 122 of the Companies
Ordinance, Chapter 32 of the Laws
of Hong Kong (i.¢. sections 431
and 610 of the Cap. 622 Companies
Ordinance)

Fine of HK$300,000 and 12 months
imprisonment

As Fortune Gaining had obtained a
court order allowing the extension
of the time limit for the laying

of the relevant accounts under
section 122 of the Companies
Ordinance, Chapter 32 of the Laws
of Hong Kong (i.. sections 431
and 610 of the Cap. 622 Companies
Ordinance), the director of Fortune
(Gaining does not commit an
offence and he will not be liable

to any fine or imprisonment under
section 122 of the Companies
Ordinance, Chapter 32 of the Laws
of Hong Kong (i.¢. sections 431
and 610 of the Cap. 622 Companies
Ordinance)

Relevant period of the
non-compliance

17 May 20100
31 March 2012

11 April 2011 to
31 March 2012

1 April 2010 to
31 March 2011
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Reasons for the
breach(es)

Due to unintended and
inadvertent omission
of the officer of

HF Holdings who

was responsible for
company secretarial
and corporate
administrative matters,
failed to arrange for
audits of HF Holdings
within the time period
as provided for under
section 122 of the
Companies Ordinance,
Chapter 32 of the
Laws of Hong Kong
(i.e. sections 431 and
610 of the Cap. 622
Companies Ordinance)

Due to unintended and
inadvertent omission
of the officer of HF
Ginseng Importer who
was responsible for
company secretarial
and corporate
administrative matters,
failed to arrange for
audits of HF Ginseng
Importer within

the time period as
provided for under
section 122 of the
Companies Ordinance,
Chapter 32 of the
Laws of Hong Kong
(i.¢. sections 431 and
010 of the Cap. 622
Companies Ordinance)

Due to unintended and
inadvertent omission
of the officer of
Fortune Gaining who
was responsible for
company secretarial
and corporate
administrative matters,
failed to arrange for
audits of Fortune
Gaining within

the time period as
provided for under
section 122 of the
Companies Ordinance,
Chapter 32 of the
Laws of Hong Kong
(i.e. sections 431 and
010 of the Cap. 622
Companies Ordinance)

Personnel involved
in the
non-compliance

Mr. Matthew Yeung,
director of HF-
Holdings

Mr. Matthew Yeung,
M. Jeffrey Yeung,
Madam Fu, each a
director of HF Ginseng
Importer

Mr. Matthew Yeung,
director of Fortune
Gaining

Latest status and rectification
actions taken

Court order allowing the
extension of the time limit

for the laying of the relevant
accounts under section 122

of the Companies Ordinance,
Chapter 32 of the Laws of Hong
Kong (. sections 431 and

610 of the Cap. 622 Companies
Ordinance) was obtained in
May 2013

Court order allowing the
extension of the time limit

for the laying of the relevant
accounts under section 122

of the Companies Ordinance,
Chapter 32 of the Laws of Hong
Kong (. sections 431 and

610 of the Cap. 622 Companies
Ordinance) was obtained in
May 2013

Court order allowing the
extension of the time limit

for the laying of the relevant
accounts under section 122

of the Companies Ordinanc,
Chapter 32 of the Laws of Hong
Kong (iz. sections 431 and

610 of the Cap. 622 Companies
Ordinance) was obtained in
May 2013

Monitoring process after
implementation of the
remedial actions

Qur Hong Kong legal
adviser will assist and
work closely with our
Group to ensure due
compliance of the
statutory requirements
under the Cap. 622
Companies Ordinance

An audit committee*
has been established to
oversee the financial
reporting and internal
control procedures of
our Group

Qur Hong Kong legal
adviser will assist and
work closely with our
Group to ensure due
compliance of the
statutory requirements
under the Cap. 622
Companies Ordinance

An audit committee*
has been established to
oversee the financial
reporting and internal
control procedures of
our Group

Our Hong Kong legal
adviser will assist and
work closely with our
Group to ensure due
compliance of the
statutory requirements
under the Cap. 622
Companies Ordinance

An audit commitiee*
has been established to
oversee the financial
teporting and internal
control procedures of
our Group
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Name(s) of our Group  Details of non-

company(ies)
()  Flying Century’
(6)  Long Xi*

compliance

Failure to lay the
audited accounts at
Flying Century’s
annual general
meetings andfor
failure to Tay audited
accounts made up

to a date falling not
more than nine months
before the date of the
televant annual general
meeting under section
122 of the Companies
Ordinance, Chapter 32
of the Laws of Hong
Kong (i.. sections
431 and 610 of the
Cap. 622 Companies
Ordinance)

Failute to lay the
audited accounts at
Long Xi's annual
general meeting and/or
failure to lay audited
accounts made up

to a date falling not
more than nine months
before the date of
such annual general
meeting section 122
of the Companies
Ordinance, Chapter 3
of the Laws of Hong
Kong (i.¢. sections
431 and 610 of the
Cap. 622 Companies
Ordinance)

Maximum penalty and potential
financial losses for each incident
of non-compliance

Fine of HK$300,000 and 12 months
imprisonment

As Flying Century had obtained 2
court order allowing the extension
of the time limit for the laying

of the relevant accounts under
section 122 of the Companies
Ordinance, Chapter 32 of the Laws
of Hong Kong (i.. sections 431
and 610 of the Cap. 622 Companies
Ordinance), none of the directors
of Flying Century commits an
offence and none of them will be
liable to any fine or imprisonment
under section 122 of the Companies
Ordinance, Chapter 32 of the Laws
of Hong Kong (i.¢. sections 431
and 610 of the Cap. 622 Companies
Ordinance)

Fine of HK$300,000 and 12 months
imprisonment

As Long Xi had obtained a court
order allowing the extension of the
time limit for laying of the relevant
accounts under section 122 of the
Companies Ordinance, Chapter 32
of the Laws of the Hong Kong (i.c.
sections 431 and 601 of the Cap.
622 Companies Ordinance), none
of the directors of the directors

of Long Xi commits an offence

and none of them will be liable to
any fine or imprisonment under
section 122 of the Companies
Ordinance, Chapter 32 of the Laws
of Hong Kong (i.¢. sections 431
and 610 of the Cap. 622 Companies
Ordinance)

Relevant period of the
non-compliance

1 April 2005 to
31 March 2012

12 May 20100
31 March 2011
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Reasons for the
breach(es)

Due to unintended and
inadvertent omission
of the officer of
Flying Century who
was responsible for
company secretarial
and corporate
administrative matters,
failed to amange

for audits of Flying
Century within

the time period as
provided for under
section 122 of the
Companies Ordinance,
Chapter 32 of the
Laws of Hong Kong
(i.e. sections 431 and
610 of the Cap. 622
Companies Ordinance)

Due to unintended and

Personnel involved
in the
non-compliance

Mr. Matthew Yeung,
director of Flying
Century;

M. Fok Moon Tong;

Thomas; Ms. Wong
Mei Heung; and
Ms. Ng Ching Yee,
Michelle, each a
director of Flying
Century (all ceased
o be directors of
Flying Century on 6
November 2009)

Mr. Matthew Yeung,

inadvertent omission of  director of Long Xi

the officer of Long Xi
who was responsible
for company secretarial
and corporate
administrative matters,
failed to arrange for
audits of Long Xi
within the time period
for under section 122
of the Companies
Ordinance, Chapter 3
of the Laws of Hong
Kong (i.e. sections
431 and 610 of the
Cap. 622 Companies
Ordinance)

Latest status and rectification
actions taken

Court order allowing the
extension of the time limit

for the laying of the relevant
accounts under section 122

of the Companies Ordinance,
Chapter 32 of the Laws of Hong
Kong (i.¢. sections 431 and

610 of the Cap. 622 Companies
Ordinance) was obtained in
May 2013

Court order allowing the
extension of the time limit

for the laying of the relevant
accounts under section 122

of the Companies Ordinance,
Chapter 32 of the Laws of Hong
Kong (ic. sections 431 and

610 of the Cap. 622 Companies
Ordinance) was obtained in
March 2014

Monitoring process after
implementation of the
remedial actions

Qur Hong Kong legal
adviser will assist and
work closely with our
Group to ensure due
compliance of the
statutory requirements
under the Cap. 622
Companies Ordinance

An audit commitiee*
has been established to
oversee the financial
reporting and internal
control procedures of
our Group

Our Hong Kong legal
adviser will assist and
work closely with our
Group to ensure due
compliance of the
statutory requirements
under the Cap. 622
Companies Ordinance

An qudit committee*
has been established to
oversee the financial
teporting and internal
control procedures of
our Group
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Annual general meeting-related non-compliance matters

Name(s) of our Group  Details of non-
company(ies)

0

HF Hong’

compliance

Failure to hold

valid annual general
meetings pursuant

to section 111 of the
Companies Ordinance,
Chapter 32 of the
Laws of Hong Kong
(1.e. section 610 of the
Cap. 622 Companies
Ordinance)

Maximum penalty and potential
financial loss for each incident
of non-compliance

Fine of HKS50,000

Application of HF Hong for

the extension of the time limit
for holding the relevant annual
general meetings under section
111 of the Companies Ordinance,
Chapter 32 of the Laws of Hong
Kong (i.c. section 610 of the
Cap. 622 Companies Ordinance)
was dismissed in March 2014,
However, as advised by our Hong
Kong Legal Counsel, by reason of
section 351A of the Companies
Ordinance, Chapter 32 of the
Laws of Hong Kong (i¢. section
900 of the Cap. 622 Companies
Ordinance), no information or
complaint relating to an offence
under the same Ordinance might
be tried if it were laid or made at
any time within three years after
the commission of the offence
and within 12 months after the
date on which evidence sufficient
in the opinion of the Secretary of
Justice to justify the proceedings
came to his knowledge, whereby
10 compliant or criminal
proceedings can be brought
against Mr. Matthew Yeung, Mr.
Jeffrey Yeung and Madam Fu,
each being a director of HF Hong,
for the default in respect of any
of the non-compliance of HF
Hong for not holding the relevant
annual general meetings

28 April 1989 to
28 April 2008

Relevant period of the ~ Reasons for the
non-compliance
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breach(es)

The directors and the
management of HF Hong
did not receive competent
and timely professional
advice on the on-going
compliance requirements
under section 111 of the
Companies Ordinance,
Chapter 32 of the Laws of
Hong Kong (i.¢. section
610 of the Cap. 622
Companies Ordinance)
from its then auditors and
the company secretarial
firm which were
responsible for HF Hong's
accounting and company
secretarial matters

Personnel involved
in the
non-compliance

Mr. Matthew Yeung;

Madam Fu; Mr. Jeffrey

Yeung, each a director
of HF Hong

Ms. Wong Mei Kuen,
Joan (ceased to be
director of HF Hong
on 3 July 1989), Mr.
Yeung Ngan Chuen
(ceased to be director
of HF Hong on 23
April 1993)

Latest status and
rectification actions taken

The application of HF Hong
for the extension of the time
limit for holding the relevant
annual general meetings under
section 111 of the Companies
Ordinance, Chapter 32 of

the Laws of Hong Kong (i.c.
section 610 of the Cap. 622
Companies Ordinance) was
dismissed in March 2014

Notwithstanding the fact that
HF Hong had failed to obtain
a court order allowing the
extension of the time limit for
holding the relevant annual
general meetings, as advised
by our Hong Kong Legal
Counsel, by reason of section
3514 of the Companies
Ordinance, Chapter 32 of

the Laws of Hong Kong (i.c.
section 900 of the Cap. 622
Companies Ordinance), no
information or complaint
relating to an offence under
the same Ordinance might be
tried if it were laid or made
more than three years after
the commission of the offence
and more than 12 months after
the date on which evidence
sufficient in the opinion of the
Secretary of Justice to justify
the proceedings came to his
knowledge and no compliant
or criminal proceedings can be
brought against Mr. Matthew
Yeung, Mr. Jeffrey Yeung

and Madam Fu, each being a
director of HF Hong, because
more than three years have
elapsed since the relevant
non-compliance

Monitoring process after
implementation of the
remedial actions

Qur Hong Kong legal
adviser will assist and
work closely with our
Group to ensure due
compliance of the
statutory requirements
under the Cap. 622
Companies Ordinance

An audit commitiee*
has been established to
oversee the financial
reporting and internal
control procedures of
our Group
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Maximum penalty and potential Personnel involved Monitoring process after
Name(s) of our Group  Details of non- financial loss for each incident ~ Relevant period of the ~ Reasons for the in the Latest status and implementation of the
company(ies) compliance of non-compliance non-compliance breach(es) non-compliance rectification actions taken ~ remedial actions
(2)  Fortune Failue to hold Fine of HKS30,000 17 March 2009 to The director and the Mr. Matthew Yeung, — Court order allowing the Qur Hong Kong legal
Gaining' valid annual general 31 December 2011 management of Fortune ~ director of Fortune ~ extension of the time limit ~ adviser will assist and
meetings pursuant As Fortune Gaining had obtained Gaining did not receive ~ Gaining for holding the relevant work closely with our
o section 111 of the a court order allowing the competent and timely annual general meetings under ~ Group to ensure due
Companies Ordinance, ~ extension of the time limit for professional advice on section 111 of the Companies ~ compliance of the
Chapter 32 of the holding the relevant annual the on-going compliance Ordinance, Chapter 32 of statutory requirements
Laws of Hong Kong ~ general meetings under section requirements under the Laws of Hong Kong (ie.  under the Cap. 622
(i.e. section 010 of the 111 of the Companies Ordinance, section 11 of the section 010 of the Cap. 622 Companies Ordinance
Cap. 622 Companies ~ Chapter 32 of the Laws of Hong Companies Ordinance, Companies Ordinance) was
Ordinance) Kong (i.. section 610 of the Cap. Chapter 32 of the Laws of obtained in May 2013 An audit commitiee*
622 Companies Ordinance), the Hong Kong (1.¢. section has been established to
director of Fortune Gaining does 010 of the Cap. 622 oversee the financial
not commit an offence and he will Companies Ordinance) reporting and internal
ot be liable to any fine under from its then auditors and control procedures of
section 111 of the Companies company secretarial firm our Group
Ordinance, Chapter 32 of the which were responsible
Laws of Hong Kong (i.e. section for Fortune Gaining's
610 of the Cap. 622 Companies accounting and company
Ordinance) secretarial matters
(3)  Flying Century* Failure to hold Fine of HKS50,000 9 August 2008 to The directors and the Mr. Matthew Yeung,  Court order allowing the Qur Hong Kong legal
valid annual general § August 2010 management of Flying — director of Flying extension of the time fimit — adviser will assist and
meelings pursuant As Flying Century had obtained a Century did not receive ~ Century for holding the relevant work closely with our
o section [11of the ~ court order allowing the extension competent and timely annual general meetings under  Group to ensure due
Companies Ordinance, ~of the time limit for holding professional advice on ~ Mr. Fok Moon Tong, ~ section 11 of the Companies ~ compliance of the
Chapter 32 of the the relevant annual general the on-going compliance  Thomas; Ms. Ng Ching ~ Ordinance, Chapter 32 of statutory requirements
Laws of Hong Kong ~ meetings under section 111 of the Tequirements under Yee, Michelle; Ms. the Laws of Hong Kong (ie.  under the Cap. 622
(i.¢. section 610 of the ~ Companies Ordinance, Chapter section 111 of the Wong Mei Heung, each ~section 610 of the Cap. 622 Companies Ordinance
Cap. 622 Companies 32 of the Laws of Hong Kong Companies Ordinance, ~ a director of Flying ~ Companies Ordinance) was
Ordinance) (i.. section 610 of the Cap. 622 Chapter 32 of the Laws of ~ Century (all ceased ~ obtained in May 2013 An audit commitiee*
Companies Ordinance), none Hong Kong (i.c. section to be directors of has been established to
of the directors of the Flying 010 of the Cap. 622 Flying Century on 6 oversee the financial
Century commits an offence and Companies Ordinance) ~ November 2009) reporting and internal
none of them will be liable to from its then auditors and control procedures of
any fine under section 111 of the company secretarial firm our Group
Companies Ordinance, Chapter who were responsible
32 of the Laws of Hong Kong for Flying Century’s
(i.¢. section 610 of the Cap. 622 accounting and company
Companies Ordinance) secretarial matters
# During the Track Record Period and up to the Latest Practicable Date, each of HF Hong, HF Holdings, HF

Ginseng Importer, Fortune Gaining, Flying Century and Long Xi has not been charged or penalised for the above

non-compliance incidents, and has not been provided for the non-compliance incidents in its financial statements

as no provision is considered necessary and our Directors expect that the non-compliance incidents will not have

any operational and financial impact on our Group.

please refer the section headed “Directors and Senior Management” of this prospectus.

For details of the identity, position, qualification and experience of each of the members of the audit committee,

Given the nature and the circumstances giving rise to the above non-compliance incidents, which

were principally due to unintended and inadvertent omission or the lack of relevant legal knowledge

of and professional advice given to the then respective directors of HF Hong, HF Holdings, HF

Ginseng Importer, Fortune Gaining, Flying Century and Long Xi in the past, our Directors and the

Sole Sponsor are of the view that none of these incidents have any material adverse impact on our

business and operation and none of these incidents impugn the competence of our Directors.
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Non-compliance matters under the IRO

Pursuant to section 82A of the IRO, any person who without reasonable excuse makes an
incorrect return by omitting or understating anything in respect of which he is required by the IRO to
make a return, either on his behalf or on behalf of another person, or gives any incorrect information
in relation to any matter or thing affecting his own liability (or the liability of any other person), if
no prosecution under the IRO has been instituted in respect of the same fact, be liable to be assessed
under such section to additional tax of an amount not exceeding treble the amount of tax which has
been undercharged in consequence of such incorrect return, statement or information.

During the period from March 2010 to June 2013, the IRD conducted a tax audit on the Hong
Kong tax affairs of HF Hong for the years of assessment from 2003/04 to 2010/11 and noted that HF
Hong had been undercharged for profit tax due to:

(i) HF Hong had applied a fixed exchange rate between CAD and HKD for the years of
assessment from 2003/04 to 2007/08 for the calculation of its costs of sales without taking
into consideration of the exchange rate fluctuation. Such calculation was mainly based on
the advice of the then statutory auditors of HF Hong during the years of assessment from
2003/04 to 2010/11. For the year of assessment of 2008/09, after taking into account of
the revised tax effect on the adjusted exchange rate and the loss derived from the then
personal investment of Mr. Matthew Yeung for such year, adjusted tax overcharged was
recorded and thus, no tax penalty was charged to HF Hong for the year of assessment of
2008/09; and

(ii) HF Hong treated certain expenses and gains as tax exempted items in the original tax
computation for the years of assessment of 2009/10 and 2010/11. Such expenses and gains
mainly represent the relevant expenses and relevant gains derived from the then personal
investments of Mr. Matthew Yeung in derivative financial instruments. The then local
auditor of our Group also acted as our tax representative in handling the relevant tax
matters with the IRD. The tax computation treatment of those non-exempted gains for the
years of assessment of 2009/10 and 2010/11 was based on our then tax representative’s
advice that the loss derived from similar personal investments of Mr. Matthew Yeung for
the year of assessment of 2008/09 had been treated as non-trading nature with which the
IRD did not disagree. As a private company with no internal tax expertise to handle the
relevant tax matters at that time, our Group heavily relied on the advice of our then tax
representative and adopted the same tax computation treatment for the year of assessment
2009/10 and 2010/11. In the preparation of the tax computations of HF Hong for the year
of assessment 2011/12 and 2012/13, it has taken into account the then agreed treatment
of such expenses and gains with the IRD as a result of their tax audit and treated that
the relevant expenses and gains as non-exempted items. Our Company confirms that HF
Hong will adopt the same treatment for such expenses and gains, if any, and continue to
treat them as non-exempted items, in its preparation of the tax computations for the year
of assessment 2013/2014. During the Track Record Period, the changes in fair value of
such Mr. Matthew Yeung’s investment, which was recognised as other income, gains and
losses in our financial statements, amounted to a loss of approximately HK$3.2 million,
a gain of approximately HK$0.4 million and nil, respectively.

In addition, it was noted that HF Hong has made a late tax filing for the year of assessment of
2010/11 and the assessable profit of HF Hong for the year of assessment of 2010/11 initially assessed
by the IRD was lower than HF Hong’s tax computation, which was later submitted to the IRD. The
late tax filing for the year of assessment of 2010/11 was a result of an inadvertent oversight of the
then local auditor and the management of HF Hong.
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Due to the reasons mentioned in (i) and (ii) above, HF Hong’s profit for the years of assessment
from 2003/04 to 2007/08 and from 2009/10 to 2010/11 was understated and the profit tax against HF
Hong was undercharged throughout the years of assessment from 2003/04 to 2010/11 (save for the
year of assessment of 2008/09). As a result of such understatement and the late tax filing, the IRD
had therefore imposed a tax penalty of approximately HK$7,870,000.

In March 2013, the IRD issued additional assessment demanding final tax relating to the years
of assessment and revised assessment demanding final tax for the years from 2003/04 to 2007/08
and from 2009/10 to 2010/11 against HF Hong. HF Hong has agreed with the IRD on the amount of
additional tax payable of approximately HK$11,165,000 in aggregate for the years of assessment from
2003/04 to 2007/08 and from 2009/10 to 2010/11. In June 2013, the IRD issued notice of assessment
and demand for additional tax demanding the tax penalty of approximately HK$7,870,000. We have

settled the entire amount outstanding with the IRD by 3 July 2013.

Monitoring
Relevant Personnel Latest process after
Name of Maximum penalty and period of involved in status and implementation
our Group Details of non- potential financial loss for each the non- the non- rectification  of the remedial
Company  compliance incident of non-compliance compliance Reasons for the breach compliance actions taken  actions
HF Hong"  Understating ~ HF Hong has agreed with the 1 April 2003 to  HF Hong (i) had applied Mr. Matthew ~ We have Our tax
the profit in IRD on the amount of additional 31 March 2008 a fixed exchange Yeung, director settled the representative will
respect of tax payable of approximately and 1 April rate between CAD of HF Hong entire amount  assist and work
which it is HKS$11,165,000 (the “Additional 2009 to 31 and HKD for the outstanding closely with our
required by the Tax Payable”) in aggregate March 2011 calculation of its costs with the IRD  Group to ensure

IRO to make a
return and late
tax filing

for the years of assessment
from 2003/04 to 2007/08 and
from 2009/10 to 2010/11 and
tax penalty of approximately
HK$7,870,000.

Approximately HK$5,593,000 of
the Additional Tax Payable had
been recognised and adjusted in
the financial statements of HF
Hong prior to 31 December 2010

of sales without taking
into consideration

of the exchange rate
fluctuation; (ii) took
into account of non-
deductible expenses;
and (iii) there was a late
filing for the year of
assessment of 2010/11,
and hence its profit for
the years of assessment

by 3 July 2013

due compliance

of the statutory
requirements under
the IRO.

An audit
committee* has
been established

to oversee the
financial reporting
and internal control

based on the Directors’ best from 2003/04 to procedures of our
estimate of the tax under charged 2007/08 and from Group
at that moment. 2009/10 to 2010/11

Upon the agreement with IRD,
in 2012 additional tax provision
of HK$4,944,000 for the years
of assessment from 2003/04 to

was understated and the
profit tax against HF
Hong was undercharged
throughout the years

of assessment from

2008/09 and HK$628,000 for 2003/04 to 2007/08
the years of assessment from and from 2009/10 to
2009/10 to 2010/11 (in aggregate 2010/11.

of approximately HK$5,572,000
disclosed as underprovision in
respect of prior year of Note 12
to the Accountants’ Report) and
tax penalty of HK$8,150,000
(included other expenses, which
included an over-provision of
tax penalty of approximately
HK$280,000 which was proposed
to be reversed in 2014) had
been made accordingly and this
amount has been charged to
profit or loss for the year ended
31 December 2012.
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Save as disclosed, during the Track Record Period and up to the Latest Practicable Date, HF Hong has not been
charged or penalised for the above non-compliance incidents. Further, the IRO provides that a person who has
been assessed additional tax shall not be liable to be charged on the same facts with the criminal offence as
stipulated by the IRO. Accordingly, our Directors expect that the non-compliance incidents will not have any
operational and financial impact on our Group.

For details of the identity, position, qualification and experience of each of the members of the audit committee,
please refer the sections headed “Directors and Senior Management” of this prospectus.

Our Directors are of the view that it is unlikely that our Group will be subject to similar tax

challenge from the IRD for the years of assessment after 2010/11 based on the following reasons:

1)

(i1)

(iii)

(iv)

)

HF Fong applied a variable exchange rate between CAD and HKD with reference to the
then market rates since the year of assessment of 2009/10;

HF Hong took similar non-deductible expenses and non-exempted gains into account with
reference to the latest basis advised by the IRD when calculating its assessable profits
after the year of assessment of 2010/11;

the appointment of our independent non-executive Directors and our Chief Financial
Officer during the preparation of the Listing;

the enhanced internal control measures adopted by our Group; and

up to the Latest Practicable Date, our Group did not receive any enquiries from the IRD
in relation to its tax filings for the years of assessment after 2010/11, our Directors are
of the view that it is unlikely that our Group will be subject to similar tax challenge from
the IRD for the years of assessment after 2010/11.

Internal control measures designed to prevent future non-compliance

In order to improve our corporate governance and to prevent future non-compliance, we have

adopted or intend to adopt the following measures:

)

(i1)

(iii)

we are currently in the process of developing various internal approval policies and
procedures. In order to further enhance our internal control measures, we expect to adopt
an internal audit guideline, which provides detailed internal control procedures, so as to
ensure our compliance with the Listing Rules and the relevant laws and regulations;

to avoid future occurrences of such non-compliance incidents, our Chief Financial Officer
and company secretary, Ms. Yip Tak Yung, Teresa, who is an associate member of the
Hong Kong Institute of Certified Public Accountants with over 8 years of extensive
accounting and auditing experience, will assist our Company to ensure compliance with
Cap. 622 Companies Ordinance;

our audit committee will oversee the financial reporting and internal control procedures
in accounting and financial matters to ensure compliance with the Listing Rules and all
relevant laws and regulations, including timely preparation and laying of accounts;
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(iv) we will engage and will continue to appoint external professional advisers, including
tax representatives, legal advisers or other advisers to render professional advice as to
compliance with the statutory requirements applicable to our Group from time to time
after Listing. In addition, to further strengthen the knowledge of our Directors as to the
relevant requirements of the Cap. 622 Companies Ordinance, our Directors have attended
a training in th