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Financial Highlights

Gross profit
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Revenue by products
(RMB’000)

Wholesale

Retail

Year 2010 Year 2011 Year 2012

RMB’000 RMB’000 RMB’000

Revenue 444,367 519,339 580,158

Gross profit 80,240 122,015 149,949

Net profit 71,744 90,013 105,105
Revenue by products

— Retail 76,058 236,454 301,812

— Wholesale 365,285 282,885 278,346

— Commodity hogs 3,024 — —
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Chairman’s Statements

Dear Shareholders,

On behalf of the board of directors (the “Board”) of China
Putian Food Holding Limited (the “Company”), | am
pleased to present the annual results for the year ended 31
December 2012 (the “Reporting Period”) of the Company
and its subsidiaries (the “Group”) to all shareholders.

BUSINESS REVIEW

2012 represented an important and memorable year for
the Group. The successful listing on the Main Board of The
Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) on 13 July 2012 marked a key milestone for
the Group, which not only signified the growth of our
business and significant enhancements on our publicity
reputation, but also laid down a solid foundation for our
future developments ahead.

Net proceeds from listing of the Company on the Stock
Exchange of approximately HK$125 million were raised
last year, which were planned to be utilized for the
construction of six new hog farms and the acquisition of
breeder hogs, financing expenses such as the construction
costs, land leasing costs, equipment procurement and
installation necessary for the construction of farms.
Through raising funds in the market, the Group managed
to expand its hogs breeding and farming capabilities, and
in turn its production capacity. Upon the operation of all
those six new hog farms, the production capacity of the
Group will be increased.

The Group’s overall business has achieved satisfactory
performance with growth in both of its revenue and profit.
During the Reporting Period, the farming capacity of
contract farmers under the Group has enhanced, and the
output and number of slaughtered and processed
commodity hogs reached 290,000 heads, representing a
growth of approximately 10% over the year ended 31
December 2011. As to sales, the Group possessed
extensive wholesale and retail networks. As of 31
December 2012, the number of points of sales of the
Group in the PRC increased by 19 to 86, which has
significantly driven its sales revenue. The Group achieved
excellent results with revenue of approximately
RMB580,158,000 during the Reporting Period,
representing a growth of approximately 11.7% over that
for the year ended 31 December 2011; net profit
amounted to approximately RMB105,105,000,
representing a growth of 16.8% over that for the year
ended 31 December 2011.

During the Reporting Period, pork retail business was the
highlight for the Group’s successful development. China’s
economy has been growing continuously in recent years.
According to the National Bureau of Statistics, the median

of disposable income per capita for urban residents was
RMB 21,986 in 2012, up by 15% from 2011. In the
opinion of the Group, the increase in national income
would lead to a robust market demand for premium pork
products. Accordingly, the Group captured the domestic
development opportunities to strive for developing its pork
retail business and increasing the contribution of pork
retail sales to the total revenue. During the Reporting
Period, the revenue of pork retail sales contributed
approximately RMB301,812,000, accounting for 52% of
the Group's total revenue.

The success in our retail business expansion is encouraging.
As of 31 December 2012, the Group operated 23 direct
sales outlets in Zhangzhou City, Putian City and Fuzhou
City and the sales generated from direct sales outlets
increased to approximately RMB36,185,000, accounting
for 6.2% of the Group’s total revenue. During the
Reporting Period, the Group has newly opened 11
concession counters at supermarkets, thereby increasing
the number of domestic concession counters at
supermarkets to 63. Sales generated from concession
counters at supermarkets amounted to approximately
RMB88,781,000, accounting for 15.3% of the Group's
total revenue.

Wholesale of pork has remained as the Group’s principal
business. Since the operation of the Group’s
slaughterhouse in August 2009, a substantial part of the
Group's revenue has been generated by wholesale of pork,
mainly whole hog carcasses, heads, intestines and internal
organs. The Group’s wholesale customers mainly
comprised local individual pork product traders. As at 31
December 2012, the Group has entered into contracts
with 7 individual pork product traders to expand its
distribution channels for wholesale of pork, which will
bring along stable revenue sources to the Group in the
future.

Looking at the market development in the previous year,
under the pressures of climbing raw material costs and
labour costs, hog farming costs remained at high level and
thus imposed challenges for downstream pork producers.
Nonetheless, as the Group had its own farming base and a
stable team of contract farmers, it was capable of
leveraging on stringent management structure, scalable
raw material procurement and intensified feeds delivery to
trim its costs to a level comparable with the prior years
even in face of the raw material price surge. On the other
hand, the expansion of retail business also allowed the
Group to access to end-consumers in a more
comprehensive manner, hence lowering the loss of profits
along the circulation process. In other words, being a pork
enterprise with involvement in the entire industry chain,
we managed to edge up our profitability.



According to the Development of the National Hog
Slaughtering Industry (2010-2015) of the PRC (B4 #E
FITEERMEME(2010-2015%)), the Central
Government will eliminate ineligible slaughterhouses and
tighten the licensing system, and such strict control on the
number of slaughterhouses would bring along more rooms
for development and excellent environment for
competition for the Group. Meanwhile, in light of the
increasing awareness on food safety among the public, the
Group was dedicated to ensure that consumers could buy
our products with peace of mind, and took the initiatives
to establish the first traceable structure on pork product
quality in Putian City. In addition, the Group has embarked
on the construction of its in-house professional quality
laboratory in December 2012, which is envisaged to
commence operation in April 2013. By setting up the
laboratory, the Group could implement quality control
from the derivation of pork products to the researches on
nutrients contained in raw materials.

PROSPECTS

Looking forward, the Group will aim at expanding its
market shares and exploring its revenue sources in tandem
with continuous expansion of its distribution channels.
Apart from proactively establishing new concession
counters at supermarkets, the Group will also increase the
number of its wholesale customers through identifying
potential traders so as to boost revenue generated from
wholesale business. It is anticipated that the number of
concession counters at supermarkets and direct sales
outlets will increase by 10 and 20 respectively in 2013,
while the total number of points of retail sales is expected
to over 100 by the end of 2013. We hope to enhance the
market reputation of our “Putian” brand via the expansion
of our retail network. The Group believes that, under the
persistent growth of China’s economy, its pork wholesale
and retail businesses will be continuously benefited.

Six new hog farms will be constructed in an orderly
manner in 2013, and are expected to commence operation
from the end of the second quarter of 2013. By the end of
2014, the output of commodity hogs bred and raised by
the Group is expected to increase from the prevailing
36,000 heads per annum to approximately 360,000 heads
per annum.

In respect of new product development, riding on the
support on agriculture and slaughtering industries provided
by China’s 12th Five-Year Plan, the Group has already
introduced chilled pork cutting equipment since February
2013 to produce chilled pork products and premium pork
products in small packages. Such moves will allow our
business expansion to regions outside Fujian Province.
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Chairman’s Statements (Continued)

As we recognize the importance of excellent management
and communication on uplifting the breeding standard
and production efficiency of contract farming, we have
always placed great emphasis on the collaboration and
communication with the contract farmers. The Group will
continue to reinforce trainings on farming techniques for
respective farmers and optimize standardized management
on contract farming in order to attract more farmers to
engage in the hog farming business of the Group.

Quality control is of utmost importance from the
perspective of the Group. Firstly, with the operation of the
Group’s professional quality laboratory equipped with
various specialized equipment in April 2013, the Group will
be more capable of controlling its quality along various
operation and production processes. Secondly, the Group
and the Food Science and Nutrition Engineering Institute
of China Agriculture University have jointly established the
“Food Quality and Safety Research Center” in January
2013. On the back of the top research force in the
agriculture sector in China, the Group will actively invest in
higher-end technologies on pork quality and safety with an
aim to provide a more comprehensive guarantee on its
product quality as well as to build up quality guarantee for
the Group in the course of pursuing nationwide expansion
in the future.

APPRECIATION

On behalf of the Board, | would like to express my sincere
gratitude to all shareholders, customers, suppliers and
business partners for their unfailing support and trust to
the Group. At the same time, | would also like to express
my appreciation to the outstanding management team
and staff members for their continuous contributions to
the Group’s business development with their ample
experiences and diligence. The Group is fully confident
about its prospects and we deeply believe that the Group
could leap into another new height for bringing sustainable
returns to our shareholders.

By the order of the Board

Cai Chenyang
Chairman and Chief Executive Officer

Hong Kong, 28 March 2013
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Management Discussion and Analysis

INDUSTRY REVIEW

In 2012, China’s rapid economic development and
continuing rise in per capital income fuelled the
simultaneous surge of food consumption expenditure by
urban and rural households in the PRC. According to Fujian
Provincial Bureau of Statistics, the per capita disposable
income of urban residents in Fujian Province in 2012 was
RMB28,055, representing an increase of 12.6% over 2011.
In Fujian Province, the urban residents’ food consumption
expenditure accounted for 39.4% of their total
consumption expenditure, as compared to 46.0% in rural
areas. With the increase in personal disposable income, the
demand for high quality food among consumers has been
growing. The total meat output in Fujian Province was
2,008,500 tons in 2012, representing an increase of 9.8%
over 2011, of which the pork output amounted to 1,555,500
tons, representing an increase of 6.1% over 2011. At the
end of 2012, the amount of hogs on hand in Fujian
Province was 13,408,860 heads, representing an increase
of 3.3% over 2011; the output of hogs in Fujian Province
was 20,690,500 heads, representing an increase of 6.1%
over 2011. From these figures, it can be seen that the
demand for pork products from the residents in Fujian
Province is continuously increasing, which brings a good
development opportunity for the pork wholesale and retail
industry.

Under the Development of the National Hog Slaughtering
Industry (2010-2015) of the PRC (ZBIEREEEITEHRE
REMME (2010-20154)) issued by the Central

i

Government, the Central Government will eliminate
ineligible slaughterhouses, tighten the licensing system and
strictly control the number of slaughterhouses. It also
provides that the number of slaughterhouses in cities with
population over 5,000,000 people shall not exceed four,
and not more than two in other cities at prefecture level or
above. The Group'’s slaughterhouse is the only one that is
recognized as a “2-star” slaughterhouse in Putian City,
and its slaughtering capacity continues to maintain a
leading position in the hog industry in Putian City.

BUSINESS REVIEW

The Group is one of the largest vertically integrated pork
suppliers in Fujian Province, the PRC. With its core business
being the sale of pork products of “Putian” brand, the
operations of the Group follow a vertically integrated
business model with a complete coverage on the
production chain comprising hog farming, hog
slaughtering, pork processing, and sales and distribution of
pork.

For the Reporting Period, it was encouraging that the
Group's overall business performance was significantly
enhanced. During the Reporting Period, the Group was
committed to exploring its distribution channels and sales
network to expand its market share, thereby increasing the
revenue sources of its pork products and enhancing its
market acceptability.
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Management Discussion and Analysis (Continued)

During the Reporting Period, the Group recorded a
revenue of approximately RMB580,158,000 (2011:
approximately RMB519,339,000), representing a growth
of approximately 11.7% over that for the same period of
last year. During the Reporting Period, the Group recorded
a gross profit of approximately RMB149,949,000 (2011:
approximately RMB122,015,000), representing an increase
of approximately 22.9% as compared with that for the
same period of last year. The gross profit margin increased
10 25.8% (2011: 23.5%), which was mainly attributable to
the farming of smaller piglets by the Group’s contract
farmers, thereby lowering the farming costs and in turn
improving the Group's overall profitability. Profit for the
Reporting Period was approximately RMB105,105,000 (2011:
approximately RMB90,013,000), representing an increase
of 16.8% over the same period of last year. Earnings per
share were RMB15.04 cents (2011: RMB15 cents).

During the Reporting Period, the Group shifted the focus
of its sales policy to the retail business. Revenue from retail
of pork increased to approximately RMB301,812,000,
accounting for 52% of the Group’s total revenue. The
wholesale of pork business accounted for 48% of the
Group's total revenue, amounting to RMB278,346,000
and representing a decrease of 1.6% as compared with
that for the corresponding period of last year.

With the continuous expansion of the Group’s distribution
channels and sales network, the pork products marketed
under the Group’s owned “Putian” brand have become

more popular and more widely recognized among
customers, and have brought contribution to the revenue
of the Group during the Reporting Period. The points of
retail sales of the Group expanded from 67 as at 31
December 2011 to 86 as at 31 December 2012, dispersedly
located across Ningde City, Fuzhou City, Putian City,
Quanzhou City and Zhangzhou City of Fujian Province. As
of 31 December 2012, the Group operates 23 direct sales
outlets in Putian City, Zhangzhou City and Fuzhou City.
During the Reporting Period, sales from the direct sales
outlets were RMB36,185,000, accounted for 6.2% of the
Group's total revenue. During the Reporting Period, the
Group has opened 11 new concession counters at
supermarkets, thereby increasing the number of domestic
concession counters at supermarkets to 63. During the
Reporting Period, sales generated from concession
counters at supermarkets amounted to RMB88,781,000,
accounting for 15.3% of the Group's total revenue.

The Group upholds the corporate vision of “offering high-
quality pork products” to provide customers with premium,
safe and hygienic pork products. By means of continuously
implementing a stringent epidemic prevention system in
respective hog farms and executing safety control in every
production stage, there was no outbreak of severe poultry
epidemics during the Reporting Period.

As advised by the PRC legal advisers, there are no rules and
regulations in the PRC which set prices or price ranges on
the Group’s products.
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Management Discussion and Analysis (Continued)

FINANCIAL REVIEW

(1) Revenue

The following table sets out a breakdown of the revenue of the Group by sales segments and their relative
proportion over the total revenue during the Reporting Period:

2012

Product classification Whole hog carcass Carcass meat Total

RMB RMB RMB
January 21,511,000 23,650,000 45,161,000
February 21,795,000 22,337,000 44,132,000
March 21,737,000 23,171,000 44,908,000
April 21,819,000 22,774,000 44,593,000
May 21,731,000 23,230,000 44,961,000
June 21,534,000 24,210,000 45,744,000
July 23,579,000 24,163,000 47,742,000
August 22,377,000 23,889,000 46,266,000
September 23,837,000 25,737,000 49,574,000
October 25,089,000 26,187,000 51,276,000
November 26,393,000 30,491,000 56,884,000
December 26,944,000 31,973,000 58,917,000
Total 278,346,000 301,812,000 580,158,000

For the year ended 31 December 2012, the Group's
revenue was approximately RMB580,158,000 (2011:
approximately RMB519,339,000), representing a
growth of approximately 11.7% over that for the
same period of last year, primarily due to a rise in
sales volume of pork products.

Revenue from Retail of Pork

During the Reporting Period, the Group’s revenue from
retail of pork was approximately RMB301,812,000 (2011:
approximately RMB236,454,000), representing a
growth of approximately 27.6% over that for the same
period of last year and accounting for 52.0% of the
Group's total revenue (2011: 45.5%), which was
primarily due to the rise in sales volume of retail pork
products as the Group has shifted its business focus
from wholesale of pork to retail of pork marketed
under the Group's own brand.

(2)

Revenue from Wholesale of Pork

During the Reporting Period, the Group’s revenue from
wholesale of pork was approximately RMB278,346,000
(2011: approximately RMB282,885,000), representing a
decrease of approximately 1.6% over that for the same
period of last year and accounting for 48.0% of the
Group's total revenue (2011: 54.5%), which was
primarily due to the Group’s shifting of its business
focus to retail of pork marketed under the Group's own
brand.

Gross Profit and Gross Profit Margin

During the Reporting Period, the Group recorded an
overall gross profit of approximately RMB149,949,000
(2011: approximately RMB122,015,000), representing
an increase of approximately 22.9% over that for the
same period of last year, mainly due to the rise in sales
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Management Discussion and Analysis (Continued)

volume of pork products. During the Reporting Period,
the Group recorded a gross profit margin of
approximately 25.8% (2011: 23.5%), representing an
increase of 2.3% over that for the same period of last
year, which was attributable to the reduction in
procurement costs of hogs and in return improving the
Group's overall profitability.

Gross profit and gross profit margin of retail of
Pork

During the Reporting Period, gross profit of retail of
pork was approximately RMB86,005,000 (2011:
approximately RMB60,359,000), representing a
growth of approximately 42.5% over that for the
same period of last year. Gross profit margin of retail
of pork was approximately 28.5% (2011: 25.5%),
representing an increase of 3% over that for the
same period of last year, mainly attributable to the
reduction in procurement cost as described above.

Gross profit and gross profit margin of
wholesale of Pork

During the Reporting Period, gross profit of wholesale
of pork was approximately RMB63,944,000 (2011:
approximately RMB61,656,000), representing a growth
of approximately 3.7% over that for the same period of
last year. Gross profit margin of wholesale of pork was
approximately 23.0% (2011: 21.8%), representing an
increase of 1.2% over that for the same period of last
year, mainly attributable to the reduction in
procurement costs as described above.

LIQUIDITY AND FINANCIAL
RESOURCES

Use of Proceeds from the Group’s
Initial Public Offering

The Company was successfully listed on the Main
Board of the Stock Exchange on 13 July 2012 by way
of placing (the “Placing”) and public offer (the “Public
Offer”) of a total of 200,000,000 shares in the
Company at an offer price of HK$0.70 per share.
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Management Discussion and Analysis (Continued)

After deducting the relevant listing expenses, the Group received net proceeds from its initial public offering of
approximately RMB101,500,000 as at 13 July 2012. Upon its listing, as of 31 December 2012, the Group has applied the
net proceeds partially in accordance with the proposed applications set out in the prospectus of the Company dated 28

June 2012 as follows:

Actual net Amount

proceeds from utilized up to Balance as at

initial public 31 December 31 December

offering 2012 2012

RMB’ million RMB' million RMB’ million

Leasing the land for six new hog farms 24.7 24.7 —
Construction of the surface building portion for

six new hog farms 43.2 3 40.2

Acquisition and installation of equipment for

six new hog farms 21.3 1 20.3

Acquisition of breeder hogs 12.3 — 12.3

Total 101.5 28.7 72.8

Financial Resources

The Group primarily finances the capital requirements for
its operations by internal cashflow and bank facilities. As at
31 December 2012, cash and cash equivalents amounted
to approximately RMB110,851,000 (31 December 2011:
approximately RMB13,430,000). As of 31 December 2012,
the net cash generated from operating activities amounted
to approximately RMB74,769,000 (31 December 2011:
approximately RMB87,217,000), the decrease was mainly
due to the initial public offering deposits paid, the deposits
paid for the acquisition of land use rights and prepayments
for the advertising campaigns.

Borrowings and Pledged Assets

As at 31 December 2012, the total amount of interest-
bearing bank borrowings, which were due within one year,
was approximately RMB118,000,000 (31 December 2011:
approximately RMB70,000,000) and all of which was
denominated in Renminbi and bearing interest at a floating
rate. As at 31 December 2012, the bank borrowings of
RMB98,000,000 was pledged by the Group’s property,
plant and equipment and two parcels of land with a total
book value of approximately RMB148,736,000.

Gearing Ratio

As at 31 December 2012, the gearing ratio of the Group
was 30.8% (31 December 2011: 38.3%). This was
calculated by dividing interest-bearing bank borrowing by
the total equity of the Group as at 31 December 2012. The
decrease in the gearing ratio was mainly due to the
Company’s completion of initial public offering which
increases total equity for the year.

Foreign Exchange Risk

The Group’s main operations are located at Putian City,
Fujian Province, the PRC. Most of the assets, income,
payments and cash balances are denominated in Renminbi.
Additionally, the Group has not entered into any foreign
exchange hedging arrangement. The directors of the
Company consider that exchange rate fluctuation had no
material impact on the Group’s performance.

Material Acquisitions and Disposal of
Subsidiaries

There was no material acquisition and disposal of
subsidiaries and associates during the Reporting Period.
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Management Discussion and Analysis (Continued)

Operating Lease Commitments

As at 31 December 2012, the Group had operating lease
commitments of approximately RMB1,554,000 (31
December 2011: approximately RMB2,162,000).

Contingent Liabilities

As at 31 December 2012, the Group had no material
contingent liabilities (2011: Nil).

Capital Commitments

As at 31 December 2012, the Group had no material
capital commitments (2011: Nil).

Human Resources

As at 31 December 2012, the Group had 580 (31
December 2011: 542) employees. Staff costs (including
sales commission, staff salaries and welfare expenses,
contributions to retirement benefit schemes, and staff and
workers’ bonus and welfare fund) amounted to
approximately RMB19,076,000 (31 December 2011:
RMB12,915,000) during the Reporting Period. All of the
Group’s companies are equal opportunity employers, with
the selection and promotion of individuals based on their
suitability for the position offered. The Group operates a
defined contribution mandatory provident fund retirement
benefits for its employees in Hong Kong, and provides its
PRC employees with welfare schemes as required by the
applicable laws and regulations in the PRC.

PROSPECTS

(1) Further extension of sales network and
distribution channels to foster market
shares

As at 31 December 2012, 86 points of sales
established by the Group were dispersedly located
across Ningde City, Fuzhou City, Putian City,
Quanzhou City and Zhangzhou City of Fujian
Province. During the Reporting Period, the Group's
points of sales in the PRC have grown by 19 to 86.
The total number of points of sales is anticipated to
increase to 116 by the end of 2013. To capture the
growth opportunities in the PRC, the Group will
ramp up its efforts on the development of its retail of
pork operation, and enlarge the proportion of retail
of pork in the amount of revenue. The Group will
increase the number of operating concession
counters at local and international supermarket chain
stores for the retail sale of its pork products to cater
to the changing shopping behaviors of local Chinese
families. By expanding the sales network and
distribution channels for its products, the Group’s
market share in various sales regions would be
increased.

(2) Construction of hog farms for
expansion of production capacity

The construction of the first hog farm has
commenced during the first quarter of 2013 and is
expected to be completed in June 2013. The second
to the sixth hog farms will be constructed
subsequently by the Group in an orderly manner and
are expected to start operations by the first half of
2014. We anticipate that upon the completion of
these six new farms, the Group’s production capacity
will be increased.

1"
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Management Discussion and Analysis (Continued)

(3)

(4)

Introduction of pork chilling facilities
to develop the market of value-added
products

Benefiting from the support given to agricultural and
slaughtering industries by China’s 12th Five-Year
Plan, the Group will further concern in and carry out
more in-depth analysis on social and economic
developments in China as well as the trend and
change in the pork consumption market. In response
to the changing market demands, the Group has
actively introduced a series of advanced chilled pork
production techniques and facilities. Additionally, the
Group will define the new market segments and
new products based on the actual market needs.
Riding on the competitive edge of its multi-regional
sales network, the Group will reduce its sales
differentiation to increase the value of its products
and generate higher returns for the Group and its
shareholders.

Strengthening the collaboration and
communication with contract farmers

During the Reporting period, the Group continued to
engage the five existing contract farmers to provide
hog farming services. The Group will continue to
refine the farming management regulations of
contract farming and strengthen the communication
with the contract farmers, with a view to uplift the
breeding standard and production efficiency of
contract farming. In addition, the Group will step up
technical farming trainings and enhance standardized
management of contract farming, aiming to solve
the difficulties and problems which might arise
during the farming process. The directors of the
Company believe that more farmers will be drawn to
become the Group’s contract farmers on the basis of
mutual development, which in turn will benefit the
farming business of the Group.

(5) Reinforcement of product quality

control

The Group will strengthen the quality control on
every production stage by executing stringent quality
controlling measures, which will then guarantee the
stable supply of quality pork. The Group’s business
model of breeding, slaughter and sales of hogs by
itself enables it to monitor every production process
from hog farming, production of pork products to
end sale more attentively. The Group is committed to
enhancing product safety awareness among its staff,
increasing the efforts on quality assessment and
giving incentives, enforcing a strict acceptance test
on raw materials warehousing, regularly assessing
suppliers and contract farmers to assure breeding is
performed in compliance with the regulations of
pollution-free agricultural product, as well as
examining the products of the Group with
authoritative standards on a regular basis constantly,
so as to provide customers with high-quality, healthy
and safe pork products.
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Biographical Details of Directors and Senior Management

EXECUTIVE DIRECTORS

Cai Chenyang (22F5%), aged 43, is a cousin of Mr. Cai
Haifang and the elder brother of Ms. Cai Shengyin. Mr.
Cai Chenyang became a director of the Company
("Director(s)”) on 27 May 2011 and was redesignated as
an executive Director and appointed as the chairman and
the chief executive officer of the Company on 7 February
2012. He is also the sole shareholder of Zhan Rui
Investments Limited (&Im# & BR AR (“Zhan Rui”) and
a Controlling Shareholder of the Company.

Mr. Cai Chenyang has over 11 years of corporate
managerial experience. He commenced his career as an
entrepreneur in 2001 when he founded Anhui Tianyi
Investments Limited (ZHEIKIGIREERAF) (“Anhui
Tianyi”) in Anhui Province of the PRC, and was engaged in
the business of real estate development. Mr. Cai Chenyang
worked in the Sixth Engineering Architect Department of
the Navy of the Liberation Army of the PRC (B A Rf# K
FFEENLREERE) as an engineer from around
August 1998 to 2001.

Mr. Cai Chenyang established Tianyi (Fujian) Modern
Agriculture Development Limited (RIA(GEER)IRMR 2 53R
BBRAE]) (“Fujian Tianyi”) in April 2005. Since Fujian
Tianyi's establishment, Mr. Cai Chenyang has been
responsible for formulating the overall business strategy,
identifying business opportunities, and overseeing capital
financing of the Group.

Mr. Cai Chenyang has received many honorable titles,
including inter alia, Executive Member of the Council of
World Fujian Youth Association (it RS FH 4 IR E),
China’s Outstanding Private Enterprise Business Leader
awarded in the 2009 China’s Private Enterprise Business
Leaders Annual Meeting (2009FF El R &N MF L
B{EFSRENMESR"), the Nominated Award of the 7th
Fujian Province Ten Outstanding Youth (+[Ef@24 + A4

524 42), Outstanding Young Business Leader of the
9th Fujian Province Outstanding Young Business Leaders
Associate (BNEREEEBFFTFEER) and the
Executive Member of the 2nd Fujian Association for
Promotion of Integrity (fREE B RESTFE B ESIE
Z). Mr. Cai Chenyang is also the executive commissioner
of the Political Consultation Committee of Putian City,
Fujian Province (FEIARBUR A @ @@ e HME8).

Mr. Cai Chenyang obtained a diploma in economics and
management study from the University of Science and
Technology of China (R EIRIHZ2EMTAZE) in 2004. Mr. Cai
Chenyang finished the curriculum of an EMBA of Xiamen
University (EFTR2) in June 2011,

Cai Haifang (¥87%), aged 34, is a cousin of Mr. Cai
Chenyang and Ms. Cai Shengyin. Mr. Cai Haifang became
an executive Director on 7 February 2012.

He worked for Anhui Tianyi as the deputy chief of the
sourcing office responsible for materials sourcing and costs
control from around 2001 to April 2005. He joined Fujian
Tianyi as the deputy chief of the sourcing office in 2005
assisting the establishment of Fujian Tianyi. From 2006 to
2008, he was the manager of the sourcing centre, where
he was primarily responsible for the procurement of major
assets (including production facilities and breeder hogs) for
Fujian Tianyi. He was appointed as the manager of the
chief executive office and the head of the sourcing
department in 2008, and was responsible for the
management of the sourcing department and the
administration of the external affairs of Fujian Tianyi. From
2010 to January 2011, he was the assistant to the chief
executive officer. In January 2011, Mr. Cai Haifang was
promoted to the post of deputy chief executive officer
overseeing the administrative office and the sourcing of
Fujian Tianyi. Mr. Cai Haifang graduated from a secondary
school in Putian, the PRC in 1997.
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Cai Shengyin (%$5%&), aged 36, is the younger sister of
Mr. Cai Chenyang and a cousin of Mr. Cai Haifang. Ms.
Cai Shengyin became an executive Director on 7 February
2012.

She joined Fujian Tianyi as a finance manager in January
2009. She was promoted to the post of chief financial
officer in March 2010, primarily responsible for establishing
the Group’s financial management system, reviewing
financial reports and business performance reports,
budgetary management and advising the Group on
financing strategies and development plans.

She qualified as an International Certified Management
Accountant in 2010. She is also a qualified advanced
accountant and obtained such qualification from the
Ministry of Human Resource and Social Security of the PRC
(PEIANE R SRESS). Ms. Cai graduated from
Curtin University of Technology in Australia with a Master’s
degree in Professional Accounting in 2006.

INDEPENDENT NON-EXECUTIVE
DIRECTOR

Cai Zirong (87 #%), aged 61, became an independent
non-executive Director on 7 February 2012. Mr. Cai Zirong
has over 34 years of experience in financial management.
In the period from June 1978 to October 1988, he was the
assistant battalion chief of the Finance Unit of the Logistic
Department of the 93rd Division (936074 ) ZREA ISRl IE &
R BHFE B). He has been working in the People’s Bank of
China as senior management for almost 23 years. He was
the Deputy Governor of the People’s Bank of China of
Putian County from January 1990 to November 1996 and

was promoted to the position of Governor in December
1996. From February 2004 to October 2006, Mr. Cai
Zirong worked as the Governor of the People’s Bank of
China of Xianyou County ({llii¥8). He was elected as a
representative of the 4th People’s Congress of Putian City
from year 2001 to 2005. Since September 2006, he has
been of the rank of Section Chief of the publicity
department of Putian City centre branch of the People’s
Bank of China. Mr. Cai Zirong graduated from People’s
Liberation Army Nanchang Army School (FF B A R & E
& EEFZ2) (now known as People’s Liberation Army
Nanchang Army College (B A REFNE I S fEF £267))
with a certificate in finance in 1985.

Wu Shiming (R tt87), aged 37, became an independent
non-executive Director on 7 February 2012. He has been
the supervisor of the Xiamen Bank Company Limited (EF9
SRITRD IR A B)) since December 2008. He is a qualified
intermediate accountant and he was awarded such
qualification in December 2001 by the Ministry of Finance
after having passed the national examination jointly
organised by the Ministry of Finance and the Ministry of
Personnel of the PRC which covered four examination
papers, of which two are related to accounting practice
(intermediate level), one is in financial management and
one is in Economic Law.

Mr. Wu has over 16 years of experience in accounting and
financial management. Mr. Wu joined Xiamen Sumpo
Group Company Limited (EFIFZRE S E B R A 7)) (“Xiamen
Sumpo”) in July 1995 as a cashier. He became an
accountant in Xiamen Sumpo in January 1996. From
January 1998 to November 2001, he was the financial
manager of Xiamen Sumpo. Mr. Wu became the general
manager of the Guangzhou branch of Xiamen Sumpo in
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December 2001 and remained in office until January 2007.
Mr. Wu became the deputy general manager of Xiamen
Sumpo Electronic Technology Group Limited (EFIHEE
FRIBEBEARAR) in January 2007 and held such
position until November 2007. From January 2008
onwards, Mr. Wu was the chief financial officer of Xiamen
Sumpo. Mr. Wu became the deputy chief executive officer
of the major operating subsidiary of Sumpo Food Holdings
Limited (RE R mIZAR B R A7) (“Sumpo Food”, together
with its subsidiaries, “Sumpo Food Group”), a company
listed on the Stock Exchange (Stock Code: 1089) in
November 2010 overseeing its financial and operational
performance (including internal control). He is currently an
executive director of Sumpo Food in charge of the overall
strategic management and the financial management of
Sumpo Food Group.

Mr. Wu obtained a diploma in foreign economic enterprise
financial accounting at Jimei University (832 K23) in the
PRC in 1995 and a degree of finance at Xidian University (78
ZEFRHZAER) in the PRC in March 2011, which is an
online learning course.

Yu Wenquan (3R X ), aged 63, became an independent
non-executive Director on 7 February 2012. From
December 1977 to September 1980, Mr. Yu was the
Secretary of the Committee of Youth League of Xitianwei
Town of Putian County (BAEFAKXE ALEEZER). Mr.
Yu was the Deputy Chief of the Standing Committee of
Changtai Community of Putian County (B & & A At %E
> @ Bl {T) from September 1980 to May 1986. He was
the Deputy Secretary and the Secretary of the Communist
Party of Changtai Community of Putian County (F5H & &
KAMEZRELNER) from June 1986 to October
1987 and from November 1987 to August 1991
respectively. From August 1991 to September 1998, he
was in the position of Deputy Head of the Standing
Committee of Putian County (FHEEZ BRI R). He
served as the Retirement Researcher of the Office of
Agriculture (BPHRIRFAM E) of Putian City from October
1998 until July 2009.

Mr. Yu graduated from the School of Economic and Law (4
5 ERERR) of Fujian Normal University (f@i2El#iAE2)
with a diploma in political economy in 1999.

SENIOR MANAGEMENT

Chen Jinliang (BR&R), aged 45, has been the deputy
general manager of Fujian Tianyi since October 2005. Mr.
Chen joined the Group in April 2005 as the manager of
the chief executive office. He was promoted to the post of
deputy general manager in 2005 and has been responsible
for human resources management and infrastructure
investment of Fujian Tianyi.

Mr. Chen obtained a diploma in advertising from Xiamen
University (EF9K22) in July 2000. From February 1990 to
April 2005, he worked for Putian City Television
Broadcasting Center (FFH M EREER A L), and was once
promoted as manager of the news department.

Yang Zhihai (157%8), aged 36, joined Fujian Tianyi as the
deputy chief of the production department in October
2005 and was promoted as the chief of the production
department in March 2011. Since July 2000, he worked in
Fujian Agriculture University Food Experimental Factory (1&
BEEAEARETHM as a technician, production
manager and deputy chief of the factory till 2003. In June
2003, Mr. Yang joined Yonghui Industrial Development
Company (CKkETHZEERABRAF]) where he was
responsible for its production management and quality
control. Mr. Yang participated in the design, construction
and establishment of the Group’s hog farms and
slaughterhouses. Mr. Yang is responsible for, amongst
others, the advancement of the Group’s production
technology, product quality control and logistic flow. Mr.
Yang obtained a diploma in food nutrition and quarantine
from Fujian Agricultural University (822 % KE) in July
2000 (now known as Fujian Agriculture and Forestry
University (1822 2 MK E)).
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Cai Qing (¥%), aged 30, a cousin of Mr. Cai Chenyang,
Ms. Cai Shengyin and Mr. Cai Haifang, joined Fujian Tianyi
in April 2005 and assisted the establishment of Fujian
Tianyi and the construction of the Group’s hog farm. He
became a senior staff of the sales department of Fujian
Tianyi in March 2006 and was responsible for market
research and development for Fujian Tianyi's products.
During the period between July 2007 and December 2009,
Mr. Cai Qing was the manager of the marketing
department of Fujian Hanjiang Bee Products Developing
Centre (@AW TEERMEET D). In January 2010, he
re-joined Fujian Tianyi and had been the manager of the
sales department, responsible for market development in
Fuzhou (#8M) and Quanzhou (&), until he was
promoted to be chief of sales department in May 2011.
Mr. Cai Qing graduated from Fujian Normal University (&
JERM &K 22) with a diploma in urban landscape gardening
(T EARIEFAT) in 2005 and obtained a diploma in project
management from Xiamen University (EF9KZ) in July
2012.

COMPANY SECRETARY

Ku Kin Shing, Ignatius (BZZ), aged 51, joined the
Group in May 2011 as the financial controller. He is
responsible for the financial reporting matters of the
Group in Hong Kong, including preparation of financial
reports and ensuring the Group’s compliance with the
Listing Rules and other statutory requirements. In addition,
he is responsible for implementing internal control and
corporate governance and practices, as well as liaising with
external parties and regulatory bodies in respect of the
Group's financial matters.

Mr. Ku has over 20 years of experience in finance and
accounting and had worked in an international accounting
firm prior to joining the Group. He previously held the
position of financial controller in a listed company in
Singapore. Mr. Ku holds a Bachelor of Commerce
(Accounting) degree from the University of Canberra,
Australia. He is a member of the Australian Society of
Certified Practicing Accountants and a member of the
Hong Kong Institute of Certified Public Accountants.
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Corporate Governance Report

INTRODUCTION

The Board is committed to enhancing the Group’s
corporate governance standards by improving corporate
transparency through effective channels of information
disclosure. The Board believes that good corporate
governance is beneficial for maintaining close and trustful
relationships with its employees, business partners,
shareholders and investors.

CORPORATE GOVERNANCE PRACTICES

During the period from the listing of the shares of the
Company on the Main Board of The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) on 12 July
2012 (the “Listing Date”) to 31 December 2012 (the
“Period"”), the Company has adopted and complied with
all applicable code provisions under the “Corporate
Governance Code and Corporate Governance Report” (the
“Code”) as set forth in Appendix 14 to the Rules
Governing the Listing of Securities on the Stock Exchange
(the “Listing Rules”) except for the deviation from the
provisions A.2.1 of the Code.

Code provision A.2.1

Code Provision A.2.1 stipulates that the roles of the
chairman and the chief executive should be separate and
should not be performed by the same individual.

During the Period, Mr. Cai Chenyang holds the positions

of the chairman of the Board and the chief executive
officer of the Company. The Board believes that vesting

Directors

the role of both positions in Mr. Cai provides the Group
with strong and consistent leadership and allows for more
effective planning and execution of long-term business
strategies. The Board also considers that this structure will
not impair the balance of power and authority between
the Board and the management of the business of the
Group given that there is a strong and independent non-
executive element on the Board. The Board believes that
the structure outlined above is beneficial to the Company
and its business.

The Company understands the importance to comply with
the Code Provision A.2.1 and will continue to consider the
feasibility of appointing a separate chief executive officer.

DIRECTORS

The Board

The Board, led by the chairman, steers the Company’s
business direction. It is responsible for formulating the
Company’s long-term strategies, setting business
development goals, assessing results of management
policies, monitoring the management’s performance and
ensuring effective implementation of risk management
measures on a regular basis.

During the Period, the Board held one meeting.

The attendance records of each Director at the Board
meetings and general meetings during the Period are set
out below:

"General Meetings/
General Meetings
eligible to attend

Board Meetings/
Board Meetings
eligible to attend

Executive Directors
Mr. Cai Chenyang
Mr. Cai Haifang
Ms. Cai Shengyin

Independent non-executive Directors
Mr. Wu Shiming

Mr. Cai Zirong

Mr. Yu Wenquan

171 N/A
11 N/A
11 N/A
11 N/A
11 N/A
11 N/A

* During the Period, no general meeting was convened.
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Chairman and Chief Executive

As stated above, the Company has not separated the roles
of chairman and chief executive officer during the Period.
Mr. Cai Chenyang is both the chairman and chief executive
officer of the Company.

Board Composition

The Board of the Company currently comprises the
following Directors:

Executive Directors

Mr. Cai Chenyang (Chairman and Chief Executive Officer)
Mr. Cai Haifang

Ms. Cai Shengyin

Independent Non-executive Directors
Mr. Wu Shiming

Mr. Cai Zirong

Mr. Yu Wenquan

An updated list of the Directors is at all times available on
the websites of the Company and the Stock Exchange. The
list specifies whether the Director is an independent non-
executive Director and expresses the respective roles and
functions of each Director.

Details of the biographies of the Directors are given under
the section “Biographical Details of Director and Senior
Management” of this annual report.

Save for Mr. Cai Haifang and Ms. Cai Shengyin being Mr.
Cai Chenyang’s cousin and younger sister respectively,
there are no relationships (including financial, business,
family or other material or relevant relationships) among
members of the Board.

During the Period, the Board at all times met the
requirements for having at least three independent non-
executive Directors and that at least one of them had
appropriate professional qualifications of accounting or
related financial management expertise pursuant to Rules
3.10(1) and 3.10(2) of the Listing Rules.

Appointments, re-election and Removal

Pursuant to Rule 3.13 of the Listing Rules, the Company
has received a written confirmation from each independent
non-executive Director of each of his independence to the
Company. The Company considers all of the independent
non-executive Directors to be independent in accordance
with the Listing Rules and the Code Provision A.4.3 and
confirms that year of service of all independent non-
executive Directors is less than 9 years.

Under the Company’s Article of Association, at each
annual general meeting, not less than one-third of the
Directors for the time being shall retire from office by
rotation provided that every Director shall be subject to
retirement at an annual general meeting at least once
every three years, and a retiring Director shall be eligible
for re-election.

All independent non-executive Directors of the Company
are appointed for a term of three years, subject to rotation
and re-election in accordance with the Code Provision A.4.1.

Nomination Committee

The Nomination Committee was established on 22 June
2012. The Committee currently comprises three
independent non-executive Directors, namely:

Independent Non-Executive Directors
Mr. Yu Wenquan (Chairman)

Mr. Wu Shiming

Mr. Cai Zirong

The Nomination Committee is governed by its terms of
reference adopted by the Board on 22 June 2012 which is
available at both the Company’s website and the Stock
Exchange ‘s website.



The main duties of the Nomination Committee include the
following:

o review and supervise the structure, size and
composition of the Board,;

o identify qualified individuals to become members of
the Board;

o assess the independence of the independent non-
executive Directors; and

o make recommendations to the Board on the
appointment or re-appointment of Directors.

Details of procedure for shareholders to propose a person
for election as a Director of the Company are outlined in
“Procedures for Shareholders to propose a person for
election as a Director” which is available on the Company’s
website.
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On 28 March 2013, the Nomination Committee held a
meeting to review the structure, size and composition of
the Board, the policy for nomination of Directors and to
assess the independence of the independent non-executive
Directors.

Mr. Yu Wenquan, Mr. Wu Shiming and Mr. Cai Zirong
attended the meeting of the Nomination Committee held
on 28 March 2013.

Responsibilities of Directors

The Directors are continually updated with legal and
regulatory developments, and the business and market
changes to facilitate the discharge of their responsibilities
through various Board meetings, resolutions, memos and
Board papers. According to the records maintained by the
Company, the Directors received the following training by
reading relevant materials with an emphasis on the roles,
functions and duties of a Director of a listed company in
compliance with the requirement of the Code on
continuous professional development during the Period:

Accounting/

Corporate Financial/

Governance/ Management

Updates on or Other

Laws, Rules professional

Directors and Regulation Skills

Executive Directors

Mr. Cai Chenyang v v

Mr. Cai Haifang v v

Ms. Cai Shengyin v v
Independent Non-executive Directors

Mr. Wu Shiming v 4

Mr. Cai Zirong 4 4

v v

Mr. Yu Wenquan

Securities Transactions Guidelines

The Board has adopted a code of conduct regarding
Directors’ securities transaction on the same terms as the
required standard as set out in the Model Code for
Securities Transactions by Directors of Listed Issuers (the
“Model Code”) as set out in Appendix 10 to the Listing
Rules.

Specific enquiries have been made with all Directors who
have confirmed that during the Period, they complied with
the required standard set out in the Model Code and the
Company'’s code of conduct regarding Directors’ securities
transactions.
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The Directors’ interests in shares of the Company as at 31
December 2012 are set out on pages 28 to 29 of this
annual report.

The Board has also established written guidelines on no
less exacting terms than the Model Code for the relevant
employee, who, because of his office or employment, is
likely to be in possession of inside information in relation
to the Company or its securities, in respect of their dealings
in the Company'’s securities.

REMUNERATION OF DIRECTORS AND
SENIOR MANAGEMENT

Remuneration of Directors

The Remuneration Committee was established on 22 June
2012. It consults the Board chairman about their
remuneration proposals for executive Directors. It meets
from time to time and at least annually to make
recommendations to the Board on the Company’s policy
and structure for all remuneration of Directors and senior
management, and on the establishment of a formal and
transparent procedure for developing policy on such
remuneration.

The Remuneration Committee is governed by its terms of
reference adopted by the Board on 22 June 2012. The
terms of reference are made available on the Company’s
website and the Stock Exchange’s website.

The Remuneration Committee consists of three members,
all of whom are independent non-executive Directors,
namely:

Independent Non-executive Directors
Mr. Cai Zirong (Chairman)

Mr. Wu Shiming

Mr. Yu Wenquan

On 28 March 2013, the Remuneration Committee held a
meeting to review the emolument policy and the levels of
remuneration paid to the Directors and senior management
of the Group and the framework for determining the
remuneration package.

Mr. Mr. Cai Zirong, Mr. Wu Shiming and Yu Wenquan
attended the meeting of the Remuneration Committee
held on 28 March 2013.

Emolument Policy and Long-Term Incentive
Plan

Long-term incentive plan primarily consists of share options
to subscribe for the shares of the Company. The
emoluments payable to the Directors are determined with
reference to their duties and responsibilities with the
Company and the market rate for the positions.

Through job evaluation and job matching, the Group
ensures the pay is internally equitable. Besides, the Group
ensures external competitiveness of the pay through
reference to market survey and data.

The independent non-executive Directors’ compensation
relates to the time commitment and responsibilities. They
receive fees which comprise the following components:

o Directors’ fee, which is usually paid annually; and

o share options which are awarded subject to the
discretion of the Board.

The fees and any other reimbursement or emoluments
payable to the Directors and senior management are set
out in note 11 and note 12 to the consolidated financial
statements.

ACCOUNTABILITY AND AUDIT

The Directors have acknowledged their responsibility for
the preparation of the accounts for each financial period
which give a true and fair view of the state of affairs of the
Group and of the results and cash flows for that period.

The statement by the auditor of the Company regarding its
reporting responsibilities on the financial statements of the
Group is set out in the “Independent Auditors’ Report” on
pages 31 to 32 of this annual report.



The Directors, having made appropriate enquiries, consider
that the Group has adequate resources to continue in
operational existence for the foreseeable future and hence
decide that it is appropriate to prepare the consolidated
financial statements set out on pages 33 to 91 on a going
concern basis. The Board is not aware of any material
uncertainties relating to events or conditions that may cast
significant doubt on the Company’s ability to continue as a
going concern.

Financial Reporting

The basis on which the Company generates or preserves
value over the longer term and the strategy for delivering
its objectives are explained in the “Managerial Discussion
and Analysis” set out in pages 6 to 12 in this report.

The management also provides all Directors with monthly
updates giving them a balanced and understandable
assessment of the Company’s performance, position and
prospects in sufficient detail to enable the Board as a
whole and each Director to discharge their duties under
Rule 3.08 and Chapter 13 of Listing Rules.

Internal Controls

The Board is responsible for ensuring that an effective
internal control system is maintained within the Company.
The Directors acknowledge their responsibility to establish,
maintain and review from time to time the effectiveness of
the Group's system of internal controls.

The Company has adopted a set of internal control policies
and procedures to safeguard the Group's assets, to ensure
proper maintenance of accounting records and reliability
of financial reporting, and to ensure compliance with
relevant legislation and regulations.

Certain executive Directors and senior management have
been delegated with respective level of authorities and
have specific responsibility for monitoring the performance
of business operating units.

The Audit Committee of the Company reviews the findings
made by the external auditors in respect of issues encountered
by them in preparation of the audit report, which often cover
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issues relating to internal control. The Audit Committee also
reviews the internal control report submitted by the
Company’s internal audit department. The Audit Committee
will then review the actions performed or the plans to be
carried out by the management in addressing the issues. The
issues identified and the corresponding remedial plans and
recommendations are then submitted to the Board for
consideration.

The Company’s internal audit department independently
reviewed the effectiveness of the internal controls,
including financial, operational and compliance, in the key
activities of the Group’s business. The head of the
Company’s internal audit department reports to the Audit
Committee, and submits regular reports for its review in
accordance with the approved review and audit
mechanisms. The department submits a detailed report at
least once a year to the Board for its review and monitors
the effectiveness of the system of internal control of the
Group.

External auditors will also report on the weakness in the
Group's internal control and accounting procedure which
have come to their attention during the course of audit.
During the Period, no critical internal control issues have
been identified.

Compliance Adviser

Pursuant to the compliance adviser agreement entered into
between the Company and Cinda International Capital
Limited (“CICL"), CICL has been appointed as the
compliance adviser as required under the Listing Rules for
the period from the Listing Date to the date on which the
Company complies with Rule 13.46 of the Listing Rules in
respect of the Company’s financial results for the year
ending 31 December 2013. CICL has received a fee for
acting as the Company’s compliance adviser during the
Period.

Pursuant to Rule 3A.23 of the Listing Rules, CICL will
advise the Company on the following matters:

o the publication of any regulatory announcement,
circular or financial report;
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. where a transaction, which might be a notifiable or
connected transaction, is contemplated including
share issues and share repurchase;

o where the Company proposes to use the net
proceeds of the share offer in a manner different
from that detailed in the prospectus or where the
business activities, developments or results of the
Company deviate from any forecast, estimate or
other information in the prospectus; and

o where the Stock Exchange makes an inquiry of the
Company regarding unusual movements in the price
or trading volume of the securities of the Company.

Audit Committee

The Audit Committee currently comprises three members,
namely Mr. Wu Shiming, Mr. Cai Zirong and Mr. Yu
Wenquan, all of whom are independent non-executive
Directors, Mr. Wu Shiming is the chairman of the Audit
Committee. He is a qualified intermediate accountant and
was awarded such qualification in December 2011 by the
Ministry of Finance after having passed the national

Members of Audit Committee

examination jointly organized by the Ministry of Finance
and the Ministry of Personnel of the PRC and with
profound financial expertise.

The Audit Committee meets at least 2 times a year to
review the Company’s interim and annual results.

The Audit Committee is accountable to the Board and
assists the Board in meeting its responsibilities in ensuring
an effective and adequate system is in place for internal
controls and for meeting its external financial reporting
obligations and compliance with other legal and regulatory
requirements. The Audit Committee also reviews and
monitors the scope and effectiveness of the work of
external auditors.

The Audit Committee is governed by its terms of reference,
which are adopted by the Board on 22 June 2012. The
terms of reference are made available on the Company’s
website and the Stock Exchange’s website.

During the Period, the Audit Committee met one time and
the attendance of each member at the Audit Committee
meeting is as follows:

Number of committee meetings
attended/eligible to attend

Mr. Wu Shiming (Chairman)
Mr. Cai Zirong
Mr. Yu Wenquan

7
171
11

The Audit Committee meeting was attended by the
Company’s financial controller. The external auditors are
present on discussion of the audit of financial results and
audit planning.

The work completed by the Audit Committee during the
Period included consideration of the completeness and
accuracy of the 2012 interim financial statements, the
Group's compliance with statutory and regulatory
requirements and the developments in accounting
standards and the effect on the Group.

On 28 March 2013, the Audit Committee held a meeting
to review the completeness and accuracy of the 2012
annual financial statements, the Group’s compliance with
statutory and regulatory requirements, the developments
in accounting standards and the effect on the Group, the
internal control reports submitted by the internal audit
department of the Company, the risk management system
and the financial reporting system.

Mr. Wu Shiming, Mr. Yu Wenquan and Mr. Cai Zirong
attended the meeting of the Audit Committee held on 28
March 2013.



For the year under review, the remuneration paid for
services provided by the auditors is roughly as follows:

Audit services

Non-audit services (which include
taxation compliance and
agreed-upon procedures)

RMB 1,000,000

HK$14,400

DELEGATION BY THE BOARD

Management functions

The types of decisions which are to be taken by the Board
include those relating to:

o corporate and capital structure;

. corporate strategy;

o significant policies affecting the Group as a whole;
o business plan, budgets and public announcements;

J delegation to the Chairman, and delegation to and
by Board Committees;

° key financial matters;

o appointment, removal or reappointment of Board
members, senior management and auditors;

° remuneration of Directors and senior management;

o communication with key stakeholders, including
shareholders and regulatory bodies; and

o corporate governance duties.

The Board adheres to following principles when it
delegates authority to the management:

o delegation is on an "as needed” basis;

o authority is delegated to positions rather than
individuals;
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o delegated authority is in proportion with assigned
responsibility;

o delegated authority is related to the delegate’s
existing area of responsibility;

o no employee shall approve his own expenditure;

o an authority may only be changed, or an exception
granted to it, by the original delegator;

o the extent of delegation by the Board to a board
committee, executive Directors or management
should not significantly hinder or reduce the ability
of the Board as a whole to perform its functions;

o when the Board delegates aspects of its management
and administrative functions to management, it must
at the same time give clear directions as to the
powers of management, in particular, with respect
to the circumstances where management should
report back and obtain prior approval from the Board
before making decisions or entering into any
commitments on behalf of the Company; and

o delegating their functions does not absolve Directors
from their responsibilities or from applying the
required levels of skill, care and diligence.

The Directors clearly understand the above delegation
arrangements of the Company.

The types of decisions that the Board has delegated to the
management include:

o approving, assessing and monitoring the
performance of all business units and ensuring that
all necessary corrective actions have been taken;

° approving expenses up to a certain limit;
o approving the nomination and appointment of

personnels other than the members of the Board,
senior management and auditors;
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o approving press release concerning matters decided
by the Board;

J approving any matters related to routine matters or
day-to-day operation of the Group (including the
entering into of any transaction not requiring
disclosure under the Listing Rules and cessation of
non-material part of the Group’s business); and

o carrying out any other duties as the Board may
delegate from time to time.

COMPANY SECRETARY

The position of Company Secretary is held by Mr. Ku Kin
Shing, Ignatius, a member of the Hong Kong Institute of
Certified Public Accountant who is an employee of the
Company. The Company Secretary reported to the Board
chairman/chief executive officer from time to time. All
Directors have access to the advice and services of the
Company Secretary to ensure that Board procedures, and
all applicable laws, rules and regulations are followed.

During the Period, Mr. Ku Kin Shing, Ignatius has taken no
less than 15 hours of relevant professional training. He has
fulfilled the requirement pursuant to Rule 3.29 of the
Listing Rules in proportion to the Period over one full
financial year.

COMMUNICATIONS WITH
SHAREHOLDERS AND INVESTORS

The Group endeavours to uphold a high level of corporate
transparency. Keeping shareholders, investors, analysts,
bankers and other stakeholders informed of our corporate
strategies and business operations has been one of the key
objectives of our investor relations team.

Shareholders Convening an Extraordinary
General Meeting

Pursuant to article 58 of the Company’s Articles of
Association, any one or more shareholders of the Company
holding at the date of deposit of the requisition not less
than one-tenth of the paid up capital of the Company
carrying the right of voting at general meetings of the

Company shall at all times have the right, by written
requisition to the Board or the Company Secretary of the
Company, to require an extraordinary general meeting to
be called by the Board for the transaction of any business
specified in such requisition. Such meeting shall be held
within two months after the deposit of such requisition. If
within twenty-one days of such deposit the Board fails to
proceed to convene such meeting, shareholders may hold
the extraordinary general meeting, and all reasonable
expenses incurred by the shareholders as a result of the
failure of the Board shall be reimbursed to the shareholders
by the Company.

Such shareholder(s) of the Company who has satisfied the
condition under article 58 of the Company’s Article shall
be entitled to convene an extraordinary general meeting
by written requisition to the Board by post to the
Company’s principal place of business in Hong Kong.

The general meetings of the Company provide the best
opportunity for communication between the Board and
the shareholders. In addition to the general meetings,
press conferences and analyst briefings are held
subsequent to the interim and final results announcements
in which the Directors and management are available to
answer questions about the Group. Investors can also
submit enquiries and proposals of the Board and
management by calling Ms. Cai Shengyin at (852) 3582
4666, or via email to general@fjtianyicn.com, or directly
through questions and answers session at shareholders’
meetings.

During the Period, there are no changes to the Company’s
Memorandum and Articles of Association. An up-to-date
version of the Company’s Memorandum and Articles of
Association are available on the Company’s website and
the website of the Stock Exchange.

CONCLUSION

Going forward, the Group will continue to work diligently
to maintain the highest level of corporate transparency.
The timely disclosure of relevant corporate information
including annual and interim reports, statutory
announcements, corporate presentation and press releases
are available on the Company’s website http://Avww.
putian.com.hk.
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Report of the Directors

The Directors are pleased to present this annual report together with the audited consolidated financial statements of the
Group for the year ended 31 December 2012.

CORPORATE INFORMATION

The Company was incorporated as an exempted company with limited liability in the Cayman Islands on 27 May 2011.
The Company was successfully listed on the Main Board of the Stock Exchange on 13 July 2012 by way of Placing and
Public Offer of a total of 200,000,000 shares in the Company at an offer price of HK$0.70 per share.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The principal activities of the subsidiaries of the Company are
hog farming, hog slaughtering and sale of pork. There were no significant changes in the nature of the Group’s activities
during the year.

RESULTS AND FINAL DIVIDEND

The Group's profit for the year ended 31 December 2012 and the state of affairs of the Company and the Group at the
date are set out in the consolidated financial statements on pages 33 to 36.

The Board recommends a final dividend of HK 1 cent per share (2011: Nil) to shareholders whose names appear on the
register of members of the Company on 7 June 2013. Subject to the approval by the shareholders at the forthcoming
annual general meeting of such final dividend payment to be held on 30 May 2013, the final dividend will be paid on or
about 28 June 2013.

SUMMARY OF FINANCIAL INFORMATION

A summary of the published results and assets and liabilities of the Group for the last five financial years, as extracted
from the published financial statements and the Prospectus and restated/reclassified as appropriate, is set out on page 92
of this report.

CLOSURE OF REGISTER OF MEMBERS

The register of members will be closed from 28 May 2013 to 30 May 2013, both days inclusive, on which no transfer of
shares will be effected. In order to determine the eligibility of shareholders to attend and vote at the annual general
meeting, all transfer forms accompanied by the relevant share certificates must be lodged with the Company’s Hong
Kong branch share registrar, Tricor Investor Services Limited at 26th Floor, Tesbury Centre, 28 Queen’s Road East,
Wanchai, Hong Kong by no later than 4:30 p.m. on 27 May 2013.
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The register of members will be closed from 5 June 2013 to 7 June 2013, both days inclusive, on which no transfer of
shares will be effected. In order to determine the entitlements of the shareholders to the proposed final dividend, all
transfer forms accompanied by the relevant share certificates must be lodged with the Company’s Hong Kong branch
share registrars, Tricor Investor Services Limited at 26th Floor, Tesbury Centre, 28 Queen’s Road East, Wanchai, Hong
Kong by no later than 4:30 p.m. on 4 June 2013.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the Company and the Group during the year are set out in
Note 16 to the consolidated financial statements.

SHARE CAPITAL AND SHARE OPTIONS

Details of movements in the Company’s share capital during the year, together with the reasons thereof, are set out in
Note 32 to the consolidated financial statements.

The purpose of the Share Option Scheme is to recognize and motivate the contribution of employees and other person(s)
who may make a contribution to the Group and to provide incentives and help the Company retain its existing employees
and recruit additional employees and to provide them with a direct economic interest in attaining the long term business
objectives of the Company.

The Company, by resolution in general meetings, or the Board may at any time terminate the operation of the Share
Option Scheme and in such event no further option will be offered but the provisions of the Share Option Scheme shall
remain in full force and effect in all other respects. Subject to the aforesaid, the Share Option Scheme shall be valid and
effective for a period of ten (10) years commencing from the adoption of the Share Option Scheme, after which no
further options will be granted but the provisions of the Share Option Scheme shall remain in full force and effect in all
other respects.

The Share Option Scheme is conditional upon (1) the passing of the necessary resolutions by the shareholders in general
meeting to approve the Share Option Scheme; (2) the Listing Committee granting approval of the listing of, and
permission to deal in, the shares as mentioned in the Prospectus, and any shares to be issued pursuant to the exercise of

options under the Share Option Scheme; (3) the commencement of dealings in shares on the Stock Exchange.

At the date of this annual report, no option has been granted or agreed to be granted.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s Article or the laws of the Cayman Islands which
would oblige the Company to offer new shares on a pro rata basis to existing shareholders.
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RESERVES

As at 31 December 2012, the Company’s reserves available for distribution to equity holders comprising share premium
account and retained profits, amounted to approximately RMB18.2 million.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2012, sales to the Group’s largest and five largest customers accounted for
approximately 9.0% and approximately 44.9% of the total sales respectively. For the year ended 31 December 2012, the
largest and five largest suppliers of the Group accounted for approximately 18.6% and approximately 61.6% of the
Group's total purchases respectively.

None of the Directors of the Company or any of their associates or any shareholders (which, to the best knowledge of the
Directors, own more than 5% of the Company’s issued share capital) had any beneficial interest in the Group’s five
largest customers or five largest suppliers during the year ended 31 December 2012.

DIRECTORS AND RE-ELECTION OF DIRECTORS

The directors of the Company during the year and up to the date of this report were :

Executive Directors:

Mr. Cai Chenyang (Chairman and Chief Executive Officer)
Mr. Cai Haifeng
Ms. Cai Shengyin

Independent non-executive Directors:

Mr. Wu Shiming
Mr. Cai Zirong
Mr. Yu Wenquan

In accordance with Article 84 of the Company’s Articles, Mr. Cai Chenyang and Mr. Wu Shiming will retire and, being
eligible, offer themselves for re-election at the forthcoming annual general meeting.

The Company has received from each of the independent non-executive Directors an annual confirmation of
independence pursuant to Rule 3.13 of the Listing Rules. The Company is of the view that all independent non-executive
Directors meet the independence guidelines set out in Rule 3.13 of the Listing Rules and are independent in accordance
with the terms of the guidelines.

DIRECTORS’ AND SENIOR MANAGEMENT’S BIOGRAPHIES

Biographical details of the Directors of the Company and the senior management of the Group are set out on pages 13
to 16 of this report.
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DIRECTORS’ SERVICE CONTRACTS

Each of the executive Directors of the Company namely, Mr. Cai Shenyang, Mr. Cai Haifeng and Ms. Cai Shengyin, has
entered into a service contract with the Company for a term of three years commencing from 7 February 2012 and is
subject to termination by either party giving not less than three months’ written notice.

The Company has issued an appointment letter to each of Mr. Wu Shiming, Mr. Cai Zirong and Mr. Yu Wenquan, being
the independent non-executive Directors of the Company for an initial terms of three years commencing from 7 February
2012, subject to retirement by rotation at the annual general meeting of the Company in accordance with the Company’s
Articles.

No director proposed for re-election at the forthcoming annual general meeting has a contract with the Company which
is not determinable by the Company within one year without payment of compensation, other than statutory
compensation.

DIRECTORS’ INTEREST IN CONTRACTS

No Director had a material interest, either directly or indirectly, in any contract of significance to the business of the
Group to which the Company, or any of its holding companies, subsidiaries or fellow subsidiaries was a party during the
year.

DIRECTORS’ REMUNERATION

The Directors’ fees are subject to shareholders’ approval at general meeting. Other emoluments are determined by the
remuneration committee pursuant to the Company’s Articles with reference to market conditions, directors’ duties,
responsibilities and performance and the results of the Group.

DIRECTORS’ INTERESTS AND SHORT POSITIONS IN SHARES

As at 31 December 2012, the interests and short positions of the Directors in shares of the Company or any associated
corporations (within the meaning of Part XV of the Securities and Future Ordinance (the “SFO") as recorded in the
register required to be kept under Section 352 of the SFO or as otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code as set out in the Listing Rules were as follows :

Long positions in Shares

Number of  Approximate
ordinary percentage of
Name of Director Capacity/nature of interest shares held issued capital

Mr. Cai Chenyang (Note 1) Interest of controlled corporation 408,000,000 51%
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Save as disclosed above, none of the Directors had any interests and short positions in the shares of the Company or any
of its associated corporation (within the meaning of Part XV of the SFO) as recorded in the register required to be kept by
the Company pursuant to Section 352 of the SFO or which would fall to be disclosed to the Company and the Stock
Exchange pursuant to the Model Code.

SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’ INTEREST IN SHARES

As at 31 December 2012, the interest or short position of the persons (other than the Directors of the Company) in shares
of the Company as recorded in the register required to be kept by the Company pursuant to Section 336 of the SFO or
which would fall to be disclosed to the Company and the Stock Exchange pursuant to Division 2 and 3 of Part XV of the
SFO were as follows:

Long position in Shares of the Company

Number of  Approximate
ordinary percentage of

Name of shareholders Capacity/nature of interest shares held issued capital

Zhan Rui Investments Limited (Note 1) Beneficial owner 408,000,000 51%

Charming Investment Holdings Limited Beneficial owner 60,000,000 7.5%

Ms. Lee Ming Hin (Note 2) Interest of controlled corporation 60,000,000 7.5%

Long Excel Limited Beneficial owner 60,000,000 7.5%

Mr. Chi Chi Hung Kenneth (Note 3) Interest of controlled corporation 60,000,000 7.5%
Notes:

(] Mr. Cai Chenyang is deemed to be interested in 408,000,000 shares, which are held by Zhan Rui Investments Limited, a corporation controlled by
Mr. Cai Chenyang.

2) Ms. Lee Ming Hin is deemed to be interested in 60,000,000 shares, which are held by Charming Investment Holdings Limited, a corporation
controlled by Ms. Lee Ming Hin.

(3) Mr. Chi Chi Hung Kenneth is deemed to be interested in 60,000,000 shares, which are held by Long Excel Limited, a corporation controlled by Mr.
Chi Chi Hung Kenneth.

Save as disclosed above, as at the date of this report, no person, (other than the Directors of the Company) had any
interests or short positions in the shares of the Company as recorded in the register required to be kept by the Company
pursuant to Section 336 of the SFO or which would fall to be disclosed to the Company and the Stock Exchange pursuant
to Divisions 2 and 3 of Part XV of the SFO.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and to the knowledge of the Directors, the Company has
maintained sufficient public float as required under the Listing Rules throughout the year.
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CONNECTED TRANSACTION

There were no connected transactions and continuing connected transactions between the Group and its connected
persons (as defined under the Listing Rules) which are subject to the reporting, announcement and the independent
shareholders’ approval requirement under the Listing Rules for the Reporting Period.

The related party transactions in relation to the key management personnel remuneration as disclosed in Note 37 to the

consolidated financial statements in this annual report are connected transactions exempt from reporting, announcement
and independent shareholders’ approval requirements pursuant to Rule 14A.31(6) of the Listing Rules.

DIRECTORS’ INTERESTS IN COMPETING BUSINESS

No Director of the Company is considered to have interests in any business which is likely to compete directly or indirectly
with that of the Group.

PURCHASE, SALES OR REDEMPTION OF THE COMPANY’S LISTED SECURITIES

Neither the Company nor any of its subsidiaries purchased, redeemed or sold any of the Company’s listed securities
during the year ended 31 December 2012.

CODE ON CORPORATE GOVERNANCE PRACTICES

The Company had adopted the code provisions as set out in the Corporate Governance Code (the “Code”) contained in
Appendix 14 to the Listing Rules during the year. The Company has complied with all the code provisions of the Code
during the year, save for the exception explained in the Corporate Governance Report in this report.

AUDITORS

The accounts for the year were audited by HLB Hodgson Impey Cheng whose term of office will expire upon the
forthcoming annual general meeting. In March 2012, the practice of HLB Hodgson Impey Cheng was reorganized as HLB
Hodgson Impey Cheng Limited. A resolution for the appointment of HLB Hodgson Impey Cheng Limited as the auditors
of the Company for the subsequent year is to be proposed at the forthcoming annual general meeting.

On behalf of the Board

Cai Chenyang
Chairman and Chief Executive Officer

Hong Kong, 28 March 2013
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31/F Gloucester Tower
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Chartered Accountants Hong Kong

Certified Public Accountants

TO THE SHAREHOLDERS OF CHINA PUTIAN FOOD HOLDING LIMITED
(incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of China Putian Food Holding Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) set out on pages 33 to 91, which comprise the consolidated and
Company statements of financial position as at 31 December 2012, and the consolidated statement of comprehensive
income, consolidated statement of changes in equity and consolidated statement of cash flows for the year then ended,
and a summary of significant accounting policies and other explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation of consolidated financial statements that give a true
and fair view in accordance with Hong Kong Financial Reporting Standards issued by the Hong Kong Institute of Certified
Public Accountants and the disclosure requirements of the Hong Kong Companies Ordinance, and for such internal
control as the directors determine is necessary to enable the preparation of consolidated financial statements that are free
from material misstatement, whether due to fraud or error.

AUDITORS’ RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated financial statements based on our audit and to report
our opinion solely to you, as a body, and for no other purpose. We do not assume responsibility towards or accept liability
to any other person for the contents of this report. We conducted our audit in accordance with Hong Kong Standards on
Auditing issued by the Hong Kong Institute of Certified Public Accountants. Those standards require that we comply with
ethical requirements and plan and perform the audit to obtain reasonable assurance about whether the consolidated
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated
financial statements. The procedures selected depend on the auditors’ judgment, including the assessment of the risks of
material misstatement of the consolidated financial statements, whether due to fraud or error. In making those risk
assessments, the auditors consider internal control relevant to the entity’s preparation of consolidated financial statements
that give a true and fair view in order to design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of accounting estimates made by the directors, as
well as evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

31



32

Independent Auditors’ Report (Continued)

OPINION

In our opinion, the consolidated financial statements give a true and fair view of the state of affairs of the Company and
of the Group as at 31 December 2012 and of the Group's profit and cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards and have been properly prepared in accordance with the disclosure
requirements of the Hong Kong Companies Ordinance.

HLB Hodgson Impey Cheng
Chartered Accountants
Certified Public Accountants

Hong Kong, 28 March 2013



Consolidated Statement of Comprehensive Income

For the year ended 31 December 2012

China Putian Food Holding Limited / Annual Report 2012

2012 2011
Notes RMB’000 RMB’000

Revenue 6 580,158 519,339
Cost of sales (430,209) (397,324)
Gross profit 149,949 1,228 01,5
Other revenue and gains 7 3,549 2,459
Change in fair value less costs to sell of biological assets 20 4,259 (2,891)
Selling and distribution expenses (20,334) (11,480)
Administrative expenses (26,129) (15,628)
Finance costs 8 (6,042) (4,281)
Other operating expenses (147) (181)
Profit before taxation 105,105 90,013
Taxation 9 — —
Profit for the year 10 105,105 90,013
Other comprehensive income for the year, net of income tax:

Exchange differences on translating foreign operations 870 673
Other comprehensive income for the year, net of income tax 870 673
Total comprehensive income for the year 105,975 90,686
Earnings per share 15,

— Basic (RMB cents per share) 15.04 15.00
— Diluted (RMB cents per share) 15.04 15.00

The accompanying notes form an integral part of these consolidated financial statements.
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As at 31 December 2012

2012 2011
Notes RMB’000 RMB'000

Non-current assets

Property, plant and equipment 16 166,672 141,935
Prepaid lease payments 1 90,426 20,762
Biological assets 20 3,545 3,070

260,643 165,767

Current assets

Inventories 19 9,270 4,029
Biological assets 20 45,536 40,028
Trade receivables 21 77,927 40,432
Deposits paid, prepayments and other receivables 22 13,547 8,868
Prepaid lease payments 17 3,588 476
Cash and bank balances 23 110,851 13,430

260,719 107,263

Current liabilities

Trade payables 24 7,978 6,269
Accruals, deposits received and other payables 25 8,203 3,339
Amount due to a shareholder 26 — 307
Bank borrowings 29 118,000 70,000
Deferred revenue 37 253 B/
134,434 80,292

Net current assets 126,285 26,971

Total assets less current liabilities 386,928 192,738
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2012 2011
Notes RMB’000 RMB’000

Equity
Share capital = 65,178 7
Reserves B3 317,802 186,873
Total equity 382,980 186,880

Non-current liabilities

Loan from government 30 — %529
Deferred revenue Bi 3,948 4,329
3,948 5,858

Total equity and non-current liabilities 386,928 192,738

Approved by the Board of Directors on 28 March 2013 and signed on its behalf by:

Cai Chenyang Cai Shengyin
Executive Director Executive Director

The accompanying notes form an integral part of these consolidated financial statements.



Statement of Financial Position

As at 31 December 2012

2012 2011
Notes RMB’000 RMB'000

Non-current assets
Investment in subsidiaries 18 81 —

81 —

Current assets

Amounts due from subsidiaries 18 82,968 —
Deposits paid and prepayments 22 330 —
Cash and bank balances 25 3,601 —

86,899 —

Current liabilities

Amount due to related companies 27 — 74
Amount due to a subsidiary 18 631 —
Accruals and other payables 25 3,016 —
3,647 74
Net current assets/(liabilities) 83,252 (74)
Total assets less current liabilities 83,333 (74)
Equity
Share capital 27 65,178 —
Reserves 33 18,155 (74)
Total equity 83,333 (74)

Approved by the Board of Directors on 28 March 2013 and signed on its behalf by:

Cai Chenyang Cai Shengyin
Executive Director Executive Director

The accompanying notes form an integral part of these consolidated financial statements
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Consolidated Statement of Changes in Equity

For the year ended 31 December 2012

Proposed
Share Share Exchange Statutory Other  Retained final
Capital Premium*  reserve*  reserve* reserve* earnings* dividend* Total

RMB’000 RMB’000 RMB'000 RMB’'000  RMB'000 RMB'000 RMB‘000  RMB’'000
Note (a) Note (b) Note (c)

As at 1 January 2011 9 — — 10,425 53,080 97,257 — 160,771
Profit for the year — — —_— — — 90,013 — 90,013
Other comprehensive income for the year — — 673 — — — — 673
Total comprehensive income for the year — — 673 — — 90,013 — 90,686
Issue of shares 7 — — — — — — 7
Effect of reorganisation 9) — — — 9 — — —
Transfer to statutory reserve — — — 10,065 — (10,065) — —
Dividend paid — — — — — (64,584) — (64,584)
As at 31 December 2011 and

1 January 2012 7 — 673 20,490 53,089 112,621 — 186,830
Profit for the year — — — — — 105,105 — 105,105
Other comprehensive income for the year — — 870 — — — — 870
Total comprehensive income for the year — — 870 — - 105,105 — 105,975
Issue of shares under corporate

reorganisation (note 32(d) 81 - — — — - — 81
Issue of shares under the capitalisation

issue (note 32(e)) 48,802 (48,802) — - — — — —
Issue of shares under the global offering

(note 32(e)) 16,295 97,768 — — — — — 114,063
Effect of reorganisation (7) e — — (74) — — (81)
Share issuing expenses — (23,938) — — — — — (23,938)
Transfer to statutory reserve — — — 11,441 —— (11,447) — -
Proposed final dividend — (6,519) — — — — 6,519 —
As at 31 December 2012 65,178 18,509 1,543 31,931 53,015 206,285 6,519 382,980
i These reserve accounts comprise of the consolidated reserves of approximately RMB317,802,000 (2011: RMB186,873,000) in the consolidated

statements of financial position as at 31 December 2012.
Notes:

(a) Exchange reserve
The exchange reserve comprises all foreign exchange differences arising from the translation of the financial statements of operations outside the
PRC.

(b) Statutory reserve
Subsidiaries of the Company established in the PRC shall appropriate 10% of its annual statutory net profit (after offsetting any prior years’ losses) to
the statutory reserve fund account in accordance with the PRC Company Law. When the balance of such reserve fund reaches 50% of the entity’s
share capital, any further appropriation is optional. The statutory reserve fund can be utilised to offset prior year’s losses or to increase capital after
proper approval.

() Other reserve
Upon the completion of the reorganisation on 10 February 2012, the amount of approximately RMB53,015,000 represented the difference between
the Company’s share of nominal value of the paid-up capital of the subsidiaries acquired over the Company’s cost of acquisition of the subsidiaries
under common control upon the reorganisation as detailed in the prospectus of the Company dated 28 June 2012.

The accompanying notes form an integral part of these consolidated financial statements.
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Consolidated Statement of Cash Flows

For the year ended 31 December 2012

2012 2011
RMB’000 RMB’000
Operating activities
Profit before taxation 105,105 90,013
Adjustments for:
Interest income (637) (156)
Finance costs 6,042 4,281
Amortisation of financial guarantee liabilities — (31)
Amortisation of prepaid lease payments 2,284 476
Depreciation of property, plant and equipment 9,054 7,168
Change in fair values less costs to sell of biological assets (4,259) 2,891
Operating cash flows before movements in working capital 117,589 104,642
(Increase)/decrease in inventories (5,241) 3,475
Increase in biological assets (1,725) (2,308)
Increase in trade receivables (37,495) (3,826)
Increase in deposits paid, prepayments and other receivables (4,679) (5:022)
Increase/(decrease) in trade payables 1,709 (551725
Increase/(decrease) in accruals, deposits received and other payables 4,864 (4,318)
Decrease in deferred revenue (253) (254)
Net cash generated from operating activities 74,769 B2
Investing activities
Interest received 386 58
Purchases of prepaid lease payment (75,060) —
Purchases of property, plant and equipment (33,795) (29,772)
Net cash used in investing activities (108,469) (29,714)
Financing activities
Interest paid (5,791) (4,183)
Proceeds from bank borrowings 188,000 70,000
Repayment of bank borrowings (141,780) (70,000)
Proceeds from issue of ordinary share 114,063 —
Share issuing expenses (23,938) —
Advance from a shareholder — 282
Dividends paid to owners of the Company — (64,584)
Repayment to a shareholder (307) —
Net cash generated from/(used in) financing activities 130,247 (68,485)
Net increase/(decrease) in cash and cash equivalents 96,547 (10,982)
Cash and cash equivalents at beginning of the year 13,430 o ot
Effect of foreign exchange rate changes 874 680
Cash and cash equivalents at end of the year 110,851 13,430

The accompanying notes form an integral part of these consolidated financial statements.
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For the year ended 31 December 2012

GENERAL INFORMATION

The Company was incorporated as an exempted company with limited liability in the Cayman Islands on 27 May
2011. The addresses of the registered office and principal place of business of the Company are disclosed in the
corporate information section of this annual report.

The principal activity of the Company is investment holdings. The activities of its principal subsidiaries are set out in
Note 18 to the consolidated financial statements.

Pursuant to the reorganisation (the “Reorganisation”) in preparation for the listing of the shares of the Company on
the Main Board of The Stock Exchange of Hong Kong Limited (the “Stock Exchange”), the Company acquired the
entire issued share capital of Wellname Investments Limited (“Wellname Investments”), the then holding companies
of all other companies comprising the Group, and consequently became the holding company of the Group. The
Reorganisation was completed on 10 February 2012.

The Company’s shares were listed on the Main Board of the Stock Exchange on 13 July 2012. The controlling
shareholder of the Company is Zhan Rui Investments Limited, a company incorporated in British Virgin Islands.

The consolidated financial statements are presented in Renminbi (“RMB”), which is the same as the functional
currency of the Company and all values are rounded to the nearest thousand (RMB’000) except otherwise indicated.

APPLICATION OF NEW AND REVISED HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSS”)

In the current year, the Group has adopted all of the new and revised standards, amendments and interpretations
(“new HKFRSs"”) issued by the Hong Kong Institute of Certified Public Accountants (the “HKICPA") that are relevant
to its operations and effective for annual periods beginning on or after 1 January 2012.

HKAS 12 (Amendments) Deferred Tax: Recovery of Underlying Assets
HKFRS 7 (Amendments) Disclosure — Transfer of Financial Assets

The application of the amendments to HKFRSs in the current year has had no material impact on the Group’s and
the Company’s financial performance and positions for the current and prior year’s and/or the disclosures set out in
these consolidated financial statements.
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2. APPLICATION OF NEW AND REVISED HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSS”) (CONTINUED)

The Group has not early applied the following new and revised standards, amendments or interpretations that have

been issued but are not yet effective.

HKFRSs (Amendments)
HKFRS 1 (Amendments)

HKFRS 7 (Amendments)

HKFRS 9

HKFRS 9 & HKFRS 7 (Amendments)

HKFRS 10

HKFRS 11

HKFRS 12

HKFRS 10, HKFRS 11 & HKFRS 12
(Amendments)

Amendments to HKFRS 10, HKFRS 12 and

Annual Improvements 2009-2011 Cycle'

First-time Adoption of Hong Kong Financial Reporting
Standards — Government Loans'

Disclosure — Offsetting Financial Assets and Financial Liabilities'

Financial Instruments’

Mandatory Effective Date of HKFRS 9 and Transition Disclosure’

Consolidated Financial Statements'

Joint Arrangements'

Disclosure of Interests in Other Entities’

Consolidated Financial Statements, Joint Arrangements and
Disclosure of Interests in Other Entities — Transition Guidance'

Investment Entities'

HKAS 27 (as revised in 2011)
HKFRS 13
HKAS 1 (Amendments)
HKAS 19 (as revised in 2011)
HKAS 27 (as revised in 2011)
HKAS 28 (as revised in 2011)
HKAS 32 (Amendments)
HK(IFRIC)-Int 20

Fair Value Measurement'

Presentation of Items of Other Comprehensive Income®

Employee Benefits'

Separate Financial Statements'

Investments in Associates and Joint Ventures'

Presentation — Offsetting Financial Assets and Financial Liabilities®
Stripping Costs in the Production Phase of a Surface Mine'

] Effective for annual periods beginning on or after 1 January 2013

2 Effective for annual periods beginning on or after 1 January 2014
Effective for annual periods beginning on or after 1 January 2015

Effective for annual periods beginning on or after 1 July 2012

3

4

HKFRS 9 issued in 2009 introduced new requirements for the classification and measurement of financial assets.
HKFRS 9 was amended in 2010 to include requirements for the classification and measurement of financial liabilities
and for derecognition.

Under HKFRS 9, all recognised financial assets that are within the scope of HKAS 39 Financial Instruments:
Recognition and Measurement are subsequently measured at either amortised cost or fair value. Specifically, debt
investments that are held within a business model whose objective is to collect the contractual cash flows, and that
have contractual cash flows that are solely payments of principal and interest on the principal outstanding are
generally measured at amortised cost at the end of subsequent accounting periods. All other debt investments and
equity investments are measured at their fair values at the end of subsequent accounting periods.
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APPLICATION OF NEW AND REVISED HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSS”) (CONTINUED)

In relation to financial liabilities, the significant change relates to financial liabilities that are designated as at fair
value through profit or loss. Specifically, under HKFRS 9, for financial liabilities that are designated as at fair value
through profit or loss, the amount of change in the fair value of the financial liability that is attributable to changes
in the credit risk of that liability is presented in other comprehensive income, unless the recognition of the effects of
changes in the liability’s credit risk in other comprehensive income would create or enlarge an accounting mismatch
in profit or loss. Changes in fair value of financial liabilities attributable to change in the financial liabilities” credit
risk are not subsequently reclassified to profit or loss. Previously, under HKAS 39, the entire amount of the change
in the fair value of the financial liability designated as at fair value through profit or loss was presented in profit or
loss.

HKFRS 9 is effective for annual periods beginning on or after 1 January 2015, with earlier application permitted.

The directors anticipate that HKFRS 9 that will be adopted in the Group’s consolidated financial statements for the
annual period beginning 1 January 2015 and that the application of the new standard may have a significant
impact on amounts reported in respect of the Group’s financial assets. However, it is not practicable to provide a
reasonable estimate of that effect until a detailed review has been completed.

For other new and revised HKFRSs which are issued but not yet effective, the Group is in the process of making an
assessment of the impact upon initial application. The Group is not yet in a position to state whether they would
have a significant impact on the Group's results of operations and financial position.

New and revised standards on consolidation, joint arrangements, associates and
disclosures

In June 2011, a package of five standards on consolidation, joint arrangements, associates and disclosures was
issued, including HKFRS 10, HKFRS 11, HKFRS 12, HKAS 27 (as revised in 2011) and HKAS 28 (as revised in 2011).

Key requirements of these five standards are described below.

HKFRS 10 replaces the parts of HKAS 27 Consolidated and Separate Financial Statements that deal with
consolidated financial statements. HK (SIC)-Int 12 Consolidation — Special Purpose Entities will be withdrawn upon
the effective date of HKFRS 10. Under HKFRS 10, there is only one basis for consolidation, that is, control. In
addition, HKFRS 10 includes a new definition of control that contains three elements: (a) power over an investee, (b)
exposure, or rights, to variable returns from its involvement with the investee, and (c) the ability to use its power
over the investee to affect the amount of the investor’s returns. Extensive guidance has been added in HKFRS 10 to
deal with complex scenarios.
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2. APPLICATION OF NEW AND REVISED HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSS”) (CONTINUED)

New and revised standards on consolidation, joint arrangements, associates and
disclosures (Continued)

HKFRS 11 replaces HKAS 31 Interests in Joint Ventures. HKFRS 11 deals with how a joint arrangement of which two
or more parties have joint control should be classified. HK (SIC)-Int 13 Jointly Controlled Entities — Nonmonetary
Contributions by Venturers will be withdrawn upon the effective date of HKFRS 11. Under HKFRS 11, joint
arrangements are classified as joint operations or joint ventures, depending on the rights and obligations of the
parties to the arrangements. In contrast, under HKAS 31, there are three types of joint arrangements: jointly
controlled entities, jointly controlled assets and jointly controlled operations. In addition, joint ventures under HKFRS
11 are required to be accounted for using the equity method of accounting, whereas jointly controlled entities
under HKAS 31 can be accounted for using the equity method of accounting or proportionate consolidation.

HKFRS 12 is a disclosure standard and is applicable to entities that have interests in subsidiaries, joint arrangements,
associates and/or unconsolidated structured entities. In general, the disclosure requirements in HKFRS 12 are more
extensive than those in the current standards.

In July 2012, the amendments to HKFRS 10, HKFRS 11 and HKFRS 12 were issued to clarify certain transitional
guidance on the application of these five HKFRSs for the first time.

These five standards, together with the amendments relating to the transitional guidance, are effective for annual
periods beginning on or after 1 January 2013 with earlier application permitted provided all of these standards are
applied at the same time.

The directors anticipate that the application of the new standard may affect certain amounts reported in the
consolidated financial statements and result in more extensive disclosures in the consolidated financial statements.

HKFRS 13 Fair Value Measurement

HKFRS 13 establishes a single source of guidance for fair value measurements and disclosures about fair value
measurements. The Standard defines fair value, establishes a framework for measuring fair value, and requires
disclosures about fair value measurements. The scope of HKFRS 13 is broad; it applies to both financial instrument
items and non-financial instrument items for which other HKFRSs require or permit fair value measurements and
disclosures about fair value measurements, except in specified circumstances. In general, the disclosure requirements
in HKFRS 13 are more extensive than those in the current standards. For example, quantitative and qualitative
disclosures based on the three-level fair value hierarchy currently required for financial instruments only under
HKFRS 7 Financial Instruments: Disclosures will be extended by HKFRS 13 to cover all assets and liabilities within its
scope.

HKFRS 13 is effective for annual periods beginning on or after 1 January 2013, with earlier application permitted.

The directors anticipate that the application of the new standard may affect certain amounts reported in the
consolidated financial statements and result in more extensive disclosures in the consolidated financial statements.
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APPLICATION OF NEW AND REVISED HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSS”) (CONTINUED)

Amendments to HKFRS 7 and HKAS 32 Offsetting Financial Assets and Financial
Liabilities and the related disclosures

The amendments to HKAS 32 clarify existing application issues relating to the offset of financial assets and financial
liabilities requirements. Specifically, the amendments clarify the meaning of ‘currently has a legally enforceable right
of set-off’ and 'simultaneous realisation and settlement’.

The amendments to HKFRS 7 require entities to disclose information about rights of offset and related arrangements
(such as collateral posting requirements) for financial instruments under an enforceable master netting agreement
or similar arrangement.

The amendments to HKFRS 7 are effective for annual periods beginning on or after 1 January 2013 and interim
periods within those annual periods. The disclosures should be provided retrospectively for all comparative periods.
However, the amendments to HKAS 32 are not effective until annual periods beginning on or after 1 January 2014,
with retrospective application required.

The directors anticipate that the application of these amendments to HKAS 32 and HKFRS 7 may result in more
disclosures being made with regard to offsetting financial assets and financial liabilities in the future.

HKAS 19 Employee Benefits

The amendments to HKAS 19 change the accounting for defined benefit plans and termination benefits. The most
significant change relates to the accounting for changes in defined benefit obligations and plan assets. The
amendments require the recognition of changes in defined benefit obligations and in fair value of plan assets when
they occur, and hence eliminate the “corridor approach” permitted under the previous version of HKAS 19 and
accelerate the recognition of past service costs. The amendments require all actuarial gains and losses to be
recognised immediately through other comprehensive income in order for the net pension as set or liability
recognised in the consolidated statement of financial position to reflect the full value of the plan deficit or surplus.
Furthermore, the interest cost and expected return on plan assets used in the previous version of HKAS 19 are
replaced with a “net-interest” amount, which is calculated by applying the discount rate to the net defined benefit
liability or asset.
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2. APPLICATION OF NEW AND REVISED HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSS”) (CONTINUED)

HKAS 1 (Amendments) Presentation of Items of Other Comprehensive Income

The amendments to HKAS 1 introduce new terminology for the statement of comprehensive income and income
statement. Under the amendments to HKAS 1, a statement of comprehensive income is renamed as a statement of
profit or loss and other comprehensive income and an income statement is renamed as a statement of profit or loss.
The amendments to HKAS 1 retain the option to present profit or loss and other comprehensive income in either a
single statement or in two separate but consecutive statements. However, the amendments to HKAS 1 require
items of other comprehensive income to be grouped into two categories in the other comprehensive income
section: (a) items that will not be reclassified subsequently to profit or loss and (b) items that may be reclassified
subsequently to profit or loss when specific conditions are met. Income tax on items of other comprehensive income
is required to be allocated on the same basis. The amendments do not change the option to present items of other
comprehensive income either before tax or net of tax.

The amendments to HKAS 1 are effective for annual periods beginning on or after 1 July 2012. The presentation of
items of other comprehensive income will be modified accordingly when the amendments are applied in the future
accounting periods.

Annual Improvements to HKFRSs 2009-2011 Cycle issued in June 2012

The Annual Improvements to HKFRSs 2009-2011 Cycle include a number of amendments to various HKFRSs. The
amendments are effective for annual periods beginning on or after 1 January 2013. Amendments to HKFRSs
include:

° amendments to HKAS 1 Presentation of Financial Statements;
o amendments to HKAS 16 Property, Plant and Equipment; and
° amendments to HKAS 32 Financial Instruments: Presentation.

Amendments to HKAS 1

HKAS 1 requires an entity that changes accounting policies retrospectively, or makes a retrospective restatement or
reclassification to present a statement of financial position as at the beginning of the preceding period (third
statement of financial position). The amendments to HKAS 1 clarify that an entity is required to present a third
statement of financial position only when the retrospective application, restatement or reclassification has a material
effect on the information in the third statement of financial position and that related notes are not required to
accompany the third statement of financial position.
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APPLICATION OF NEW AND REVISED HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSS”) (CONTINUED)

Annual Improvements to HKFRSs 2009-2011 Cycle issued in June 2012 (continued)

Amendments to HKAS 16

The amendments to HKAS 16 clarify that spare parts, stand-by equipment and servicing equipment should be
classified as property, plant and equipment when they meet the definition of property, plant and equipment in
HKAS 16 and as inventory otherwise. The directors do not anticipate that the amendments to HKAS 16 will have a
significant effect on the Group’s consolidated financial statements.

Amendments to HKAS 32

The amendments to HKAS 32 clarify that income tax on distributions to holders of an equity instrument and
transaction costs of an equity transaction should be accounted for in accordance with HKAS 12 Income Taxes. The
directors anticipate that the amendments to HKAS 32 will have no effect on the Group’s consolidated financial
statements as the Group has already adopted this treatment.

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared in accordance with HKFRSs issued by the HKICPA,
accounting principles generally accepted in Hong Kong. In addition, the consolidated financial statements include
applicable disclosures required by the Rules Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited (the “Listing Rules”) and by the Hong Kong Companies Ordinance.

The consolidated financial statements have been prepared on the historical cost basis except for biological assets,
which are measured at fair values, as explained in the accounting policies set out below historical cost is generally
based on the fair value of the consideration given in exchange for assets.

Prior to the Reorganisation, the Company and its subsidiaries were directly or indirectly controlled by the same
shareholders. Accordingly, the Reorganisation has been accounted for as a reorganisation of businesses under
common control in @ manner similar to a uniting of interests. The consolidated financial statements of the Group
for the year ended 31 December 2011 have been prepared on the merger basis as if the Company has been the
holding company of these companies comprising the Group since 1 January 2011, or since the dates of their
incorporation or establishment.
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3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company and entities (including
special purpose entities) controlled by the Company (its subsidiaries). Control is achieved where the Company has
the power to govern the financial and operating policies of an entity so as to obtain benefits from its activities.

The results of subsidiaries acquired or disposed of during the year are included in the consolidated statement of
comprehensive income from the effective date of acquisition and up to the effective date of disposal, as
appropriate. Total comprehensive income of subsidiaries is attributed to the owners of the Company and to the
non-controlling interests even if this results in the non-controlling interests having a deficit balance.

Where necessary, adjustments are made to the financial statements of subsidiaries to bring their accounting policies
in line with those used by other members of the Group.

All intra-group transactions, balances, income and expenses are eliminated in full on consolidation.
Non-controlling interests in subsidiaries are presented separately from the Group’s equity therein.

Changes in the Group’s ownership interests in existing subsidiaries

Changes in the Group’s ownership interests in existing subsidiaries that do not result in the Group losing control
over the subsidiaries are accounted for as equity transactions. The carrying amounts of the Group’s interests and
the non-controlling interests are adjusted to reflect the changes in their relative interests in the subsidiaries. Any
difference between the amount by which the non-controlling interests are adjusted and the fair value of the
consideration paid or received is recognised directly in equity and attributed to owners of the Company.

When the Group loses control of a subsidiary, it (i) derecognises the assets (including any goodwill) and liabilities of
the subsidiary at their carrying amounts at the date when control is lost, (ii) derecognises the carrying amount of
any non-controlling interests in the former subsidiary at the date when control is lost (including any components of
other comprehensive income attributable to them), and (iii) recognises the aggregate of the fair value of the
consideration received and the fair value of any retained interest, with any resulting difference being recognised as
a gain or loss in profit or loss attributable to the Group. When assets of the subsidiary are carried at revalued
amounts or fair values and the related cumulative gain or loss has been recognised in other comprehensive income
and accumulated in equity, the amounts previously recognised in other comprehensive income and accumulated in
equity are accounted for as if the Group had directly disposed of the related assets (i.e. reclassified to profit or loss
or transferred directly to retained earnings as specified by applicable HKFRSs). The fair value of any investment
retained in the former subsidiary at the date when control is lost is regarded as the fair value on initial recognition
for subsequent accounting under HKAS 39 Financial Instruments: Recognition and Measurement or, when
applicable, the cost on initial recognition of an investment in an associate or a jointly controlled entity.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Business combinations

Acquisitions of businesses are accounted for using the acquisition method. The consideration transferred in a
business combination is measured at fair value, which is calculated as the sum of the acquisition-date fair values of
the assets transferred by the Group, liabilities incurred by the Group to the former owners of the acquiree and the
equity interests issued by the Group in exchange for control of the acquiree. Acquisition-related costs are generally
recognised in profit or loss as incurred.

At the acquisition date, the identifiable assets acquired and the liabilities assumed are recognised at their fair value
at the acquisition date, except that:

o deferred tax assets or liabilities and liabilities or assets related to employee benefit arrangements are
recognised and measured in accordance with HKAS 12 Income Taxes and HKAS 19 Employee Benefits
respectively;

o liabilities or equity instruments related to share-based payment arrangements of the acquiree or share-based
payment arrangements of the Group entered into to replace share-based payment arrangements of the
acquiree are measured in accordance with HKFRS 2 Share-based Payment at the acquisition date; and

. assets (or disposal groups) that are classified as held for sale in accordance with HKFRS 5 Non-current Assets
Held for Sale and Discontinued Operations are measured in accordance with that standard.

Goodwill is measured as the excess of the sum of the consideration transferred, the amount of any non-controlling
interests in the acquiree, and the fair value of the acquirer’s previously held equity interest in the acquiree (if any)
over the net of the acquisition-date amounts of the identifiable assets acquired and the liabilities assumed. If, after
assessment, the net of the acquisition-date amounts of the identifiable assets acquired and liabilities assumed
exceeds the sum of the consideration transferred, the amount of any non-controlling interests in the acquiree and
the fair value of the acquirer’s previously held interest in the acquiree (if any), the excess is recognised immediately
in profit or loss as a bargain purchase gain.

Non-controlling interests that are present ownership interests and entitle their holders to a proportionate share of
the entity’s net assets in the event of liquidation may be initially measured either at fair value or at the non-
controlling interests’ proportionate share of the recognised amounts of the acquiree’s identifiable net assets. The
choice of measurement basis is made on a transaction-by-transaction basis. Other types of non-controlling interests
are measured at their fair value or, when applicable, on the basis specified in another HKFRS.

Where the consideration transferred by the Group in a business combination includes assets or liabilities resulting
from a contingent consideration arrangement, the contingent consideration is measured at its acquisition-date fair
value and included as part of the consideration transferred in a business combination. Changes in the fair value of
the contingent consideration that qualify as measurement period adjustments are adjusted retrospectively, with the
corresponding adjustments against goodwill. Measurement period adjustments are adjustments that arise from
additional information obtained during the measurement period (which cannot exceed one year from the
acquisition date) about facts and circumstances that existed at the acquisition date.
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3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Business combinations (continued)

The subsequent accounting for changes in the fair value of the contingent consideration that do not qualify as
measurement period adjustments depends on how the contingent consideration is classified. Contingent
consideration that is classified as equity is not remeasured at subsequent reporting dates and its subsequent
settlement is accounted for within equity. Contingent consideration that is classified as an asset or a liability is
remeasured at subsequent reporting dates in accordance with HKAS 39, or HKAS 37 Provisions, Contingent
Liabilities and Contingent Assets, as appropriate, with the corresponding gain or loss being recognised in profit or
loss.

When a business combination is achieved in stages, the Group’s previously held equity interest in the acquiree is
remeasured to fair value at the acquisition date (i.e. the date when the Group obtains control) and the resulting
gain or loss, if any, is recognised in profit or loss. Amounts arising from interests in the acquiree prior to the
acquisition date that have previously been recognised in other comprehensive income are reclassified to profit or
loss where such treatment would be appropriate if that interest were disposed of.

If the initial accounting for a business combination is incomplete by the end of the reporting period in which the
combination occurs, the Group reports provisional amounts for the items for which the accounting is incomplete.
Those provisional amounts are adjusted during the measurement period, and additional assets or liabilities are
recognised, to reflect new information obtained about facts and circumstances that existed as of the acquisition
date that, if known, would have affected the amounts recognised at that date.

Goodwill

Goodwill arising on an acquisition of a business is carried at cost as established at the date of acquisition of the
business (see the accounting policy above) less accumulated impairment losses, if any.

For the purposes of impairment testing, goodwill is allocated to each of the Group’s cash-generating units (or
groups of cash-generating units) that is expected to benefit from the synergies of the combination.

A cash-generating unit to which goodwill has been allocated is tested for impairment annually, or more frequently
when there is indication that the unit may be impaired. If the recoverable amount of the cash-generating unit is less
than its carrying amount, the impairment loss is allocated first to reduce the carrying amount of any goodwill
allocated to the unit and then to the other assets of the unit on a pro-rata basis based on the carrying amount of
each asset in the unit. Any impairment loss for goodwill is recognised directly in profit or loss in the consolidated
statement of comprehensive income. An impairment loss recognised for goodwill is not reversed in subsequent
periods.

On disposal of the relevant cash-generating unit, the attributable amount of goodwill is included in the
determination of the profit or loss on disposal.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Revenue recognition

Provided it is probable that the economic benefits will flow to the Group and the revenue and costs, if applicable,
can be measured reliably, revenue is recognised in the consolidated statement of comprehensive income as follows:

(@) Sales of goods
Revenue is recognised when goods are delivered at the customers’ premises which are taken to be the point
in time when the customer has accepted the goods and the related risks and rewards of ownership. Revenue
excludes value added tax or other sales taxes and is after deduction of any trade discounts.

(b) Interest income
Interest income from a financial asset (other than a financial asset at fair value through profit or loss) is
accrued on a time basis, by reference to the principal outstanding and at the effective interest rate applicable,
which is the rate that exactly discounts estimated future cash receipts through the expected life of the
financial asset to that asset’s net carrying amount on initial recognition.

Research and development costs

Research and development costs comprise all costs that are directly attributable to research and development
activities or that can be allocated on a reasonable basis to such activities. Because of the nature of the Company’s
or the Group’s research and development activities, no development costs satisfy the criteria for the recognition of
such costs as an asset. Both research and development costs are therefore recognised as expenses in the period in
which they are incurred.

Leasing

The Group as lessee

Operating lease payments are recognised as an expense on a straight-line basis over the lease term, except where
another systematic basis is more representative of the time pattern in which economic benefits from the leased
asset are consumed. Contingent rentals arising under operating leases are recognised as an expense in the periods
in which they are incurred.

In the event that lease incentives are received to enter into operating leases, such incentives are recognised as a
liability. The aggregate benefit of incentives is recognised as a reduction of rental expense on a straight-line basis,
except where another systematic basis is more representative of the time pattern in which economic benefits from
the leased asset are consumed.
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Foreign currencies

The functional currency of the Company and its subsidiaries outside the PRC is Hong Kong dollars. The functional
currency of the PRC subsidiary is RMB. The consolidated financial statements are presented in RMB which is the
Group's presentation currency. This is also the currency of the primary economic environment in which the Group
operates. Each entity in the Group determines its own functional currency and items included in the financial
statements of each entity are measured using that functional currency.

In preparing the financial statements of each individual group entity, transactions in currencies other than that
entity (foreign currencies) are recorded in the respective functional currency (i.e. the currency of the primary
economic environment in which the entity operates) at the exchange rates prevailing on the dates of the
transactions. At the end of the reporting period, monetary items denominated in foreign currencies are retranslated
at the rates prevailing at that date. Non-monetary items carried at fair value that are denominated in foreign
currencies are retranslated at the rates prevailing at the date when the fair value was determined. Non-monetary
items that are measured in terms of historical cost in a foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary items, and on the translation of monetary items, are
recognised in profit or loss in the periods in which they arise, except for exchange differences arising on a monetary
item that forms part of the Company’s net investment in a foreign operation, in which case, such exchange
differences are recognised in other comprehensive income in the consolidated financial statements and will be
reclassified from equity to profit or loss on disposal of the foreign operation. Exchange differences arising on the
retranslation of non-monetary items carried at fair value are included in profit or loss for the period except for
differences arising on the retranslation of non-monetary items in respect of which gain and losses are recognised
directly in other comprehensive income, in which cases, the exchange differences are recognised directly in other
comprehensive income.

For the purpose of presenting consolidated financial statements, the assets and liabilities of the Group’s foreign
operations are translated into the presentation currency of the Group (i.e. RMB) using exchange rates prevailing at
the end of the reporting period. Income and expense items are translated at the average exchange rates for the
period, unless exchange rates fluctuated significantly during that period, in which case the exchange rates at the
dates of the transactions are used. Exchange differences arising, if any, are recognised in other comprehensive
income and accumulated in equity under the heading of foreign currency translation reserve (attributed to non-
controlling interests as appropriate).

On the disposal of a foreign operation (i.e. a disposal of the Group’s entire interest in a foreign operation, or a
disposal involving loss of control over a subsidiary that includes a foreign operation, a disposal involving loss of joint
control over a jointly controlled entity that includes a foreign operation, or a disposal involving loss of significant
influence over an associate that includes a foreign operation), all of the exchange differences accumulated in equity
in respect of that operation attributable to the owners of the Company are reclassified to profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Foreign currencies (Continued)

In relation to a partial disposal of a subsidiary that does not result in the Group losing control over the subsidiary,
the proportionate share of accumulated exchange differences is re-attributed to non-controlling interests and are
not recognised in profit or loss. For all other partial disposals (i.e. partial disposal of associates or jointly controlled
entities that do not result in the Group losing significant influence or joint control), the proportionate share of the
accumulated exchange differences is reclassified to profit or loss.

Goodwill and fair value adjustments on identifiable assets acquired arising on the acquisition of a foreign operation
are treated as assets and liabilities of the foreign operation and translated at the rate of exchange prevailing at the
end of each reporting period. Exchange differences arising are recognised in exchange reserve.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time to get ready for their intended use or sale, are added to the
cost of those assets, until such time as the assets are substantially ready for their intended use or sale.

Investment income earned on the temporary investment of specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing costs eligible for capitalisation.

All other borrowing costs are recognised in profit or loss in the period in which they are incurred.

Government grants

Government grants are not recognised until there is reasonable assurance that the Group will comply with the
conditions attaching to them and that the grants will be received.

Government grants are recognised in profit or loss on a systematic basis over the periods in which the Group
recognises as expenses the related costs for which the grants are intended to compensate. Government grants
related to depreciable assets are recognised as deferred revenue in the consolidated statements of financial position
and transferred to profit or loss over the useful lives of the related assets. Other government grants are recognised
as revenue over the period necessary to match them with the costs for which they are intended to compensate, on
a systematic basis. Government grants that are receivable as compensation for expenses or losses already incurred
or for the purpose of giving immediate financial support to the Group with no future related costs are recognised in
profit or loss in the period in which they become receivable.

The benefit of a government loan at a below-market rate of interest (received on or after 1 January 2009) is treated
as a government grant, measured as the difference between proceeds received and the fair value of the loan based
on initial recognition.
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Retirement benefit costs

Payments to defined contribution retirement benefit plans are charged as an expense when employees have
rendered service entitling them to the contributions.

In accordance with the rules and regulations in the PRC, the PRC based employees of the Group participate in
various defined contribution retirement benefit plans organised by the relevant municipal and provincial
governments in the PRC under which the Group and the employees are required to make monthly contributions to
these plans calculated as a percentage of the employees’ salaries, subject to certain ceiling. The municipal and
provincial governments undertake to assume the retirement benefit obligations of all existing and future retired PRC
based employees payable under the plans described above. Other than the monthly contributions, the Group has
no further obligation for the payment of retirement and other post-retirement benefits of its employees. The assets
of these plans are held separately from the subsidiary in an independent fund managed by the PRC government.

Taxation

Income tax expense represents the sum of the tax currently payable and deferred tax.

The tax currently payable is based on taxable profit for the year. Taxable profit differs from "profit before taxation’
as reported in the consolidated statement of comprehensive income because of items of income or expense that are
taxable or deductible in other years and items that are never taxable or deductible. The Group’s liability for current
tax is calculated using tax rates that have been enacted or substantively enacted by the end of the reporting period.

Deferred tax is recognised on temporary differences between the carrying amounts of assets and liabilities in the
consolidated financial statements and the corresponding tax base used in the computation of taxable profit.
Deferred tax liabilities are generally recognised for all taxable temporary differences. Deferred tax assets are
generally recognised for all deductible temporary differences to the extent that it is probable that taxable profits will
be available against which those deductible temporary differences can be utilised. Such deferred tax assets and
liabilities are not recognised if the temporary difference arises from goodwill or from the initial recognition (other
than in a business combination) of other assets and liabilities in a transaction that affects neither the taxable profit
nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary differences associated with investments in subsidiaries,
except where the Group is able to control the reversal of the temporary difference and it is probable that the
temporary difference will not reverse in the foreseeable future. Deferred tax assets arising from deductible
temporary differences associated with such investments and interests are only recognised to the extent that it is
probable that there will be sufficient taxable profits against which to utilise the benefits of the temporary differences
and they are expected to reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at the end of the reporting period and reduced to the extent
that it is no longer probable that sufficient taxable profits will be available to allow all or part of the asset to be
recovered.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Taxation (Continued)

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the period in which the
liability is settled or the asset realised, based on tax rates (and tax laws) that have been enacted or substantively
enacted by the end of the reporting period.

The measurement of deferred tax liabilities and assets reflects the tax consequences that would follow from the
manner in which the Group expects, at the end of the reporting period, to recover or settle the carrying amount of
its assets and liabilities.

Property, plant and equipment

Property, plant and equipment, other than construction in progress, are stated at cost less accumulated depreciation
and accumulated impairment losses, if any.

Depreciation is recognised so as to write off the cost of assets, other than construction in progress, less their
residual values over their useful lives, using the straight-line method.

Construction in progress represents property, plant and equipment in the course of construction for production or
for its own use purposes. Construction in progress is carried at cost less any recognised impairment loss.
Construction in progress is classified to the appropriate category of property, plant and equipment when completed
and ready for intended use. Depreciation of these assets commences when the assets are ready for their intended
use and depreciates on the same basis as other property assets.

An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset. Any gain or loss arising on the disposal or retirement of an
item of property, plant and equipment is determined as the difference between the sales proceeds and the carrying
amount of the asset and is recognised in profit or loss.

The estimated useful lives for the current and comparative periods are as follows:

Buildings 20 years
Plant and machinery 10 years
Motor vehicles 5 years
Office equipment 5 years

Depreciation methods, useful lives and residual values are reassessed at the end of each reporting period.
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3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Inventories

Inventories are stated at the lower of cost and net realisable value. The cost of inventories is computed using the
weighted average method and includes expenditure incurred in acquiring the inventories, production or conversion
costs and other costs incurred in bringing them to their existing location and condition.

Net realisable value is the estimated selling price for inventories less all estimated costs of completion and costs
necessary to make the sale.

When inventories are sold, the carrying amount of those inventories is recognised as an expense in the period in
which the related revenue is recognised. The amount of any write-down of inventories to net realisable value and
all losses of inventories are recognised as an expense in the period the write-down or loss occurs. The amount of
any reversal of any write-down of inventories is recognised as a reduction in the amount of inventories recognised
as an expense in the period in which the reversal occurs.

Biological assets

Biological assets are stated at fair value less costs to sell, with any resultant gain or loss recognised in the
consolidated statement of comprehensive income. Costs to sell are the incremental costs directly attributable to the
disposal of an asset, excluding finance costs and income taxes.

Prepaid lease payments

Prepaid lease payments represent the purchase costs of land use rights and are amortised on a straight-line basis
over the period of land use rights. Land use rights are carried at cost less accumulated amortisation and impairment
losses.

Provisions

Provisions are recognised when the Group has a present obligation (legal and constructive) as a result of a past
event, it is probable that the Group will be required to settle the obligation, and a reliable estimate can be made of
the amount of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to settle the present
obligation at the end of the reporting period, taking into account the risks and uncertainties surrounding the
obligation. Where a provision is measured using the cash flows estimated to settle the present obligation, its
carrying amount is the present value of those cash flows (where the effect of the time value of money is material).
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial instruments

Financial assets and financial liabilities are recognised when a group entity becomes a party to the contractual
provisions of the instrument.

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are directly
attributable to the acquisition or issue of financial assets and financial liabilities (other than financial assets and
financial liabilities at fair value through profit or loss) are added to or deducted from the fair value of the financial
assets or financial liabilities, as appropriate, on initial recognition. Transaction costs directly attributable to the
acquisition of financial assets or financial liabilities at fair value through profit or loss are recognised immediately in
profit or loss.

Financial assets

The Group's financial assets represent loans and receivables. All regular way purchases or sales of financial assets
are recognised and derecognised on a trade date basis. Regular way purchases or sales are purchases or sales of
financial assets that require delivery of assets within the time frame established by regulation or convention in the
market place.

Effective interest method

The effective interest method is a method of calculating the amortised cost of a debt instrument and of allocating
interest income over the relevant period. The effective interest rate is the rate that exactly discounts estimated
future cash receipts (including all fees on points paid or received that form an integral part of the effective interest
rate, transaction costs and other premiums or discounts) through the expected life of the debt instrument, or,
where appropriate, a shorter period, to the net carrying amount on initial recognition.

Income is recognised on an effective interest basis for debt instruments.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in
an active market. Loans and receivables (including trade receivables, deposits paid, prepayments and other
receivables and cash and bank balances) are measured at amortised cost using the effective interest method, less
any impairment.

Impairment of financial assets

Financial assets are assessed for indicators of impairment at the end of the reporting period. Financial assets are
considered to be impaired when there is objective evidence that, as a result of one or more events that occurred
after the initial recognition of the financial asset, the estimated future cash flows of the investment have been
affected.

For all other financial assets, objective evidence of impairment could include:

(@) significant financial difficulty of the issuer or counterparty; or

(b) default or delinquency in interest or principal payments; or

() it becoming probable that the borrower will enter bankruptcy or financial re-organisation; or

(d) the disappearance of an active market for that financial asset because of financial difficulties.
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3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial instruments (continued)

Financial assets (continued)

Impairment of financial assets (Continued)

For certain categories of financial assets, such as trade receivables, assets that are assessed not to be impaired
individually are, in addition, assessed for impairment on a collective basis. Objective evidence of impairment for a
portfolio of receivables could include the Group’s past experience of collecting payments, an increase in the number
of delayed payments in the portfolio past the average credit period of within 90 days, as well as observable changes
in national or local economic conditions that correlate with default on receivables.

For financial assets carried at amortised cost, the amount of the impairment loss recognised is the difference
between the asset’s carrying amount and the present value of estimated future cash flows, discounted at the
financial asset’s original effective interest rate.

The carrying amount of the financial asset is reduced by the impairment loss directly for all financial assets with the
exception of trade receivables, where the carrying amount is reduced through the use of an allowance account.
When a trade receivable is considered uncollectible, it is written off against the allowance account. Subsequent
recoveries of amounts previously written off are credited against the allowance account. Changes in the carrying
amount of the allowance account are recognised in profit or loss.

For financial assets measured at amortised cost, if, in a subsequent period, the amount of the impairment loss
decreases and the decrease can be related objectively to an event occurring after the impairment was recognised,
the previously recognised impairment loss is reversed through profit or loss to the extent that the carrying amount
of the investment at the date the impairment is reversed does not exceed what the amortised cost would have been
had the impairment not been recognised.

Financial liabilities and equity

Classification as debt or equity

Debt and equity instruments issued by a group entity are classified as either financial liabilities or as equity in
accordance with the substance of the contractual arrangements and the definitions of a financial liability and an
equity instrument.

Equity instrument

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting all
of its liabilities. Equity instruments issued by the Group are recognised at the proceeds received, net of direct issue
costs.

Other financial liabilities
Financial liabilities (including trade payables, accruals, deposits received and other payables, amount due to a
shareholder and bank borrowings) are subsequently measured at amortised cost using the effective interest method.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial instruments (continued)

Financial liabilities and equity (continued)

Effective interest method

The effective interest method is a method of calculating the amortised cost of a financial liability and of allocating
interest income over the reporting period. The effective interest rate is the rate that exactly discounts estimated
future cash payments (including all fees on points paid or received that form an integral part of the effective interest
rate, transaction costs and other premiums or discounts) through the expected life of the financial liability, or,
where appropriate, a shorter period to the net carrying amount on initial recognition.

Interest expense is recognised on an effective interest basis.

Derecognition

The Group derecognises a financial asset only when the contractual rights to the cash flows from the asset expire,
or when it transfers the financial asset and subsequently all the risks and rewards of ownership of the asset to
another entity. If the Group neither transfer nor retains substantially all the risks and rewards of ownership and
continues to control the transferred asset, the Group continues to recognise the asset to the extent of its continuing
involvement and recognises an associated liability. If the Group retains substantially all the risks and rewards of
ownership of transferred financial asset, the Group continues to recognise the financial asset and also recognises a
collateralised borrowing for the proceeds received.

On derecognition of a financial asset in its entirety, the difference between the asset’s carrying amount and the sum
of the consideration received and receivable and the cumulative gain or loss that had been recognised in other
comprehensive income and accumulated in equity is recognised in profit or loss.

The Group derecognises financial liabilities when, and only when, the Group's obligations are discharged, cancelled

or they expire. The difference between the carrying amount of the financial liability derecognised and the
consideration paid and payable is recognised in profit or loss.

Related parties transactions

A party is considered to be related to the Group if:
(@ A person or a close member of that person’s family is related to the Group if that person:

i

) has control or join control over the Group;

(i) has significant influence over the Group; or

(iii) is a member of the key management personnel of the Group or of a parent of the Group.
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3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Related parties transactions (Continued)

(b)  An entity is related to the Group if any of the following conditions applies:

(i)  The entity and the Group are members of the same group (which means that each patent, subsidiary
and fellow subsidiary is related to the others).

(i) One entity is an associate or joint venture of the other entity (or an associate or joint venture of a
member of a group which the other entity is a member).

(i)  Both entities are joint ventures of the same third party.
(iv)  One entity is a joint venture of a third entity and the other entity is an associate of the third entity.

(v)  The entity is a post-employment benefit plan for the benefit of employees of either the Group or an
entity related to the Group. If the Group is itself such a plan, the sponsoring employers are also related
to the Group.

(vi)  The entity is controlled or jointly controlled by a person identified in (a).

(vii) A person identified in (a)(i) has significant influence over the entity or is a member of the key
management personnel of the entity (or of a parent of the entity).

A transaction is considered to be a related party transaction when there is a transfer of resources, or obligations
between the Group and a related party, regardless of whether a price is changed.

Impairment of non-financial assets (other than goodwill)

At the end of each reporting period, the Group reviews the carrying amounts of its tangible assets with finite useful
lives to determine whether there is any indication that those assets have suffered an impairment loss. If any such
indication exists, the recoverable amount of the asset is estimated in order to determine the extent of the
impairment loss (if any).

Recoverable amount is the higher of fair value less costs to sell and value in use. When it is not possible to estimate
the recoverable amount of an individual asset, the Group estimates the recoverable amount of the cash-generating
unit to which the asset belongs. When a reasonable and consistent basis of allocation can be identified, corporate
assets are also allocated to individual cash-generating units, or otherwise they are allocated to the smallest group of
cash-generating units for which a reasonable and consistent allocation basis can be identified.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Impairment of non-financial assets (other than goodwill) (Continued)

In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time value of money and the risks specific to the asset
for which the estimates of future cash flows have not been adjusted. If the recoverable amount of an asset (or a
cash-generating unit) is estimated to be less than its carrying amount, the carrying amount of the asset (or the cash-
generating unit) is reduced to its recoverable amount. An impairment loss is recognised immediately in profit or
loss.

When an impairment loss subsequently reverses, the carrying amount of the asset (or cash-generating unit) is
increased to the revised estimate of its recoverable amount, but so that the increased carrying amount does not
exceed the carrying amount that would have been determined had no impairment loss been recognised for the
asset (or cash-generating unit) in prior years. A reversal of an impairment loss is recognised immediately in profit or
loss.

Contingent liabilities and contingent assets

A contingent liability is a possible obligation that arises from past events and whose existence will only be confirmed
by the occurrence or non-occurrence of one or more uncertain future events not wholly within the control of the
Group. It can also be a present obligation arising from past events that is not recognised because it is not probable
that outflow of economic resources will be required or the amount of obligation cannot be measured reliably.

A contingent liability is not recognised but is disclosed in the notes to the consolidated financial statements. When
a change in the probability of an outflow occurs so that outflow is probable, they will then be recognised as a
provision.

A contingent asset is a possible asset that arises from past events and whose existence will be confirmed only by the
occurrence or non-occurrence of one or more uncertain events not wholly within the control of the Group.

Contingent assets are not recognised but are disclosed in the notes to the consolidated financial statements when
an inflow of economic benefits is probable. When inflow is virtually certain, an asset is recognised.
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4. CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group’s accounting policies, which are described in note 3, management is required to
make judgments, estimates and assumptions about the carrying amounts of assets and liabilities that are not readily
apparent from other sources. The estimates and underlying assumptions are based on historical experience and
other factors that are considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised if the revision affects only that period, or in the period of
the revision and future periods if the revision affects both current and future periods.

The following are the critical judgments, apart from those involving estimations, that the directors have made in the
process of applying the Group accounting policies and that have the most significant effect on the amounts
recognised in the consolidated financial statements.

(a) Impairment of property, plant and equipment

The Group reviews its property, plant and equipment for indications of impairment at each reporting period.
In analysing potential impairments identified, the Group uses projections of future cash flows from the assets
based on management’s assignment of a pre-tax discount rate that reflects current market assessments of the
time value of money and the risks specific to the asset.

(b) Impairment of trade and other receivables

The Group estimates impairment losses for bad and doubtful debts resulting from inability of the customers
to make the required payments. The estimate is based on the ageing of the trade receivable balance,
customer credit-worthiness, and historical write-off experience. If the financial conditions of the customers
were to deteriorate, actual write-offs would be higher than estimated.

(c) Depreciation and amortisation

Items of property, plant and equipment and prepaid lease payments are depreciated and amortised on a
straight-line basis over the estimated useful lives of the assets, after taking into account the estimated residual
value. The Group reviews the estimated useful lives of the assets regularly in order to determine the amount
of depreciation expense and amortisation to be recorded during any reporting period. The useful lives are
based on the Group’s historical experience with similar assets and taking into account anticipated
technological changes. The depreciation expense and amortisation for future periods are adjusted if there are
significant changes from previous estimates.

(d) Fair values of biological assets

The biological assets are valued at fair value less costs to sell. The fair value is determined based on either the
market-determined prices as at the end of the reporting periods adjusted with reference to the species, age,
growing condition and costs incurred to reflect differences in characteristic and/or stages of growth of
biological assets. Any change in the estimates may affect the fair value of biological assets significantly.

The Valuer and management review the assumptions and estimates periodically to identify any significant
change in the fair value of biological assets. Details of the assumptions used are disclosed in note 20.
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SEGMENT INFORMATION

The Group currently operates in one operating segment which is the sales of pork products. A single management
team reports to the Group’s Chief Executive Officer (being the chief operating decision-maker) who allocates
resources and assesses performance based on the consolidated results for the year for the entire business
comprehensively. Accordingly, the Group does not present separately segment information.

During each of the reporting periods, all revenue is derived from customers in the PRC and almost all the non-
current assets of the Group are located in the PRC.

Segment revenue

For the year ended 31 December 2012, out of the revenue arising from the sales of pork of approximately
RMB580,158,000 (2011: RMB519,339,000) revenue of approximately RMB57,931,000 (2011: RMB57,535,000)
arose from sales to the Group’s largest customer.

Information about the major customers
For the year ended 31 December 2012, no single customer contributed 10% or more to the Group’s revenue.
For the year ended 31 December 2011, there were four customers contributed 10% or more to the Group’s

revenue. Their contributions were approximately RMB57,535,000, RMB54,618,000, RMB54,005,000 and
RMB52,091,000 respectively.

REVENUE

Revenue represents the net invoiced value of goods sold, excludes value added tax or other sales tax and is after
deduction of any trade discounts.

For the year ended
31 December

2012 2011
RMB’000 RMB’000

Revenue from
— Retail of pork 301,812 236,454
— Wholesale of pork 278,346 282,885

580,158 5119:339.
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7. OTHER REVENUE AND GAINS

For the year ended
31 December

2012 2011
RMB’000 RMB’000

Interest income on:
Bank deposits 386 58
Amortisation of deferred revenue 251 98
Total interest income 637 156
Gain on disposal of hog droppings 203 493
Gain on disposal of biological assets 660 667
Net foreign exchange gain 45 —
Government grants (Note) 1,956 972
Amortisation of financial guarantee liabilities — 31
Sundry income 48 140
3,549 2,459

Note:

Government grants include subsidies income received by a subsidiary of the Group which operates in the PRC in accordance with the subsidy policies
of local government authorities and in relation to the construction of hog farms and slaughterhouse. Subsidies income received by a subsidiary of the
Group is recognised in the consolidated statements of comprehensive income when received and no specific conditions have been required to fulfill.
Those government grants in relation to the construction of hogs farm and slaughterhouse are recognised as deferred revenue (note 31(a)). The
government grants recognised during the year are non-recurring. There are no unfulfilled conditions or contingencies relating to these government
grants.

8. FINANCE COSTS

For the year ended
31 December

2012 2011
RMB’000 RMB’000

Interest on:
— Bank borrowings wholly repayable within five years 5,791 4,183
— Interest-free government loan 251 98

6,042 4,281
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TAXATION

The taxation for the year represents income tax in the PRC which is calculated at the prevailing tax rate on the
taxable income of the Group.

The taxation on the Group's profit before taxation differs from the theoretical amount that would arise using the
weighted average tax rate applicable to profit before taxation, as follows:

For the year ended
31 December

2012 2011

RMB’000 RMB’000
Profit before taxation 105,105 90,013
Tax at the applicable income tax rate 27,368 23,147
Tax exemption for subsidiary operating in the PRC (29,487) (23,159)
Tax effect of expenses not deductible for tax purpose 560 —
Tax effect of income not taxable for tax purpose (8) —
Tax effect of tax loss not recognised 1,567 12

Income tax expenses — T

As at 31 December 2012 and 2011, no unutilised tax loss was approved by Hong Kong Inland Revenue Department.
No deferred tax asset has been recognised in respect of tax losses due to the unpredictability of future profit
streams.

Notes:

(a) Pursuant to the rules and regulations of the Cayman Islands and British Virgin Islands (“BVI"), the Group is not subject to any income tax in
the Cayman Islands and BVI during the reporting period.

(b) No provision for Hong Kong profits tax has been made as the Group did not have any assessable profits subject to Hong Kong profits tax
during the reporting period.

(0 On 1 January 2008, The Foreign Investment Enterprise and Foreign Enterprise Income Tax Law of the PRC (FZE AR RIS E ¥
HNBI 1B ZEFT1S 8L %) was repealed, and the Enterprise Income Tax Law of the PRC (A2 A R ANE 2 FT1S #1)%), promulgated on 16 March
2007, became effective. Pursuant to the Enterprise Income Tax Law of the PRC, the statutory tax rate of EIT for both domestic enterprises and
foreign investment enterprises is 25%.

According to Article 16 (1) of the Provisional Requlations of the People’s Republic of China on Value-Added Tax (F 2 A R MBIEBER E 1T
1&451), self-produced agricultural products sold by agricultural producers is exempted from the statutory value-added tax (“VAT") of 13% of
sales.

According to Article 86 (1) of the Implementation Regulations of the Enterprise Income Tax Law of the PRC (R A R MBI EFTSHIAE
#B14451), income derived by an enterprise from engaging in the raising of livestock and poultry shall be exempted from EIT.

(d) According to the Enterprise Income Tax Law (the “EIT") and implementation of the regulations issued by the State Council, income tax at the
rate of 5% is applicable to any dividends payable to investors that are “non-resident enterprises” (and that do not have an establishment or
place of business in China, or that have such establishment or place of business but the relevant income is not effectively connected with the
establishment or place of business) to the extent such dividends have their source within the PRC. Fujian Tianyi is considered as “resident
enterprise” by the Chinese government, and it is required to pay withholding tax on the dividend payable to the foreign shareholders and
foreign shareholders also have to pay PRC income tax on gain on transfer of shares.
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10.

11.

TAXATION (CONTINUED)

Notes: (Continued)

(d) (Continued)
Since the Group can control the quantum and timing of distribution of profits of the Group’s subsidiaries in the PRC, deferred tax liabilities
are only provided to the extent that such profits are expected to be distributed in the foreseeable future.

PROEEEORTHENEAR

Profit for the year has been arrived at after charging:

For the year ended
31 December

2012 2011
RMB’000 RMB’000

Staff costs
including directors’ emoluments (Note 717) 18,016 125134
Retirement scheme contributions 1,060 781
Total staff costs 19,076 12,915
Depreciation of property, plant and equipment (Note 16) 9,054 7,168
Amortisation of prepaid lease payments (Note 17) 2,284 476
Total depreciation and amortisation 11,338 7,644
Auditors’ remuneration 1,000 4
Operating lease rental expenses 1,915 1,423

DIRECTORS’ EMOLUMENTS

Pursuant to the Listing Rules and Section 161 of the Hong Kong Companies Ordinance, the aggregate amounts of
emoluments paid by the companies now comprising the Group to the directors of the Company during the
reporting period are as follows:

For the year ended
31 December

2012 2011

RMB’000 RMB’000

Directors’ fees 956 —
Salaries, allowances and benefits in kind 267 288
Discretionary bonus — —
Retirement schemes contributions 28 7

1,251 295
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11. DIRECTORS’ EMOLUMENTS (CONTINUED)

Details for the emoluments of each director of the Company during the reporting period are as follows:

Salaries,
allowances Retirement
Directors’ and benefits Discretionary scheme
fees in kind bonus contributions Total
RMB’000 RMB’000 RMB’000 RMB’000  RMB’'000
2012
Executive director:
Mr. Cai Chenyang (Notes (a) and (b)) 373 139 — 17 529
Mr. Cai Haifang (Note (b)) 224 65 — 5 294
Ms. Cai Shengyin (Note (b)) 224 63 — 6 293
Independent non-executive director:
Mr. Cai Zirong (Note (b)) 45 — — — 45
Mr. Wu Shiming (Note (b)) 45 — — — 45
Mr. Yu Wenquan (Note (b)) 45 — — — 45
956 267 — 28 1,251
2011
Executive director:
Mr. Cai Chenyang (Notes (a) and (b)) — 153 — 3 156
Mr. Cai Haifang (Note (b)) — 67 — 2 69
Ms. Cai Shengyin (Note (b)) — 68 — P 70
Independent non-executive director:
Mr. Cai Zirong (Note (b)) — — — — —
Mr. Wu Shiming (Note (b)) B e Lo it e
Mr. Yu Wenquan (Note (b)) — — — — —
— 288 — 7 295

Notes:
(a) Mr. Cai Chenyang who is the chief executive officer of the Company.

(b)  The Company's executive directors and independent non-executive directors were all appointed on 7 February 2012.
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12.

13.

EMPLOYEES EMOLUMENTS

The five highest paid individuals during the year included 3 directors (2011: 3). The detail of the emoluments of the
remaining 2 (2011: 2) highest paid individuals are as follows:

For the year ended
31 December

2012 2011

RMB’000 RMB'000

Directors 1,116 295
Senior management 814 704
1,930 999

Details of the remuneration of the above senior management during the reporting period are as follows:

For the year ended
31 December

2012 2011

RMB’000 RMB’000

Salaries and other benefits 784 703
Retirement scheme contributions 30 1
814 704

The number of these senior management whose remuneration fell within the following band are as follows:

For the year ended
31 December

2012 2011
RMB’000 RMB'000

Nil to RMB880,000 (equivalents to HK$1,000,000) 2 4

During the reporting period, no emoluments were paid by the Group to the directors or any of the five highest paid
employees as an inducement to join or upon joining the Group or as compensation for loss of office. None of the
directors waived or agreed to waive any emoluments during the reporting period (2011: Nil).

LOSS OF THE COMPANY

The net loss for the year dealt with in the financial statements of the Company amounted to RMB6,799,000 (2011:
RMB74,000).
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DIVIDENDS

Dividends recognised as distributions during the reporting period are as follows:

For the year ended
31 December

2012 2011
RMB’000 RMB’000
Dividends recognised as distributions during the year — 64,584

Subsequent to the end of the reporting period, final dividend in respect of the year ended 31 December 2012 of
HK1 cent per share (approximately RMBO0.8 cent per share) has been proposed by the directors and is subject to
approval by the shareholders at the forthcoming annual general meeting.

During the year ended 31 December 2011, the Group declared and paid a dividend of RMB64,584,000 to Mr. Cai
Chenyang.

EARNINGS PER SHARE

For the year ended
31 December

2012 2011
RMB’000 RMB’000
Earnings
Earnings attributable to owners of the Company for the purpose of
basic earnings per share 105,105 90,013

For the year ended
31 December

2012 2011
‘000 ‘000
Number of shares
Weighted average number of shares for the purpose of
basic earnings per share 698,621 600,000

The weighted average number of shares in issue for the year ended 31 December 2011 represented the
600,000,000 ordinary shares that had been in issue, comprising 1,000,000 shares in issue and 599,000,000 shares
issued pursuant to the capitalisation issue as if such shares had been outstanding throughout the year ended 31
December 2011. The weighted average number of shares in issue for the year ended 31 December 2012 reflects
the issuance of 200,000,000 shares in July 2012 in connection with the Company’s initial public offering.
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16. PROPERTY, PLANT AND EQUIPMENT

Plant and Motor Office Construction
Buildings machinery vehicles equipment in progress Total
RMB’000 RMB'000 RMB’000 RMB’000 RMB’000 RMB’000

Cost

As at 1 January 2011 105,051 S5 2,698 724 |40 247 ,38%7/5
Additions 92 1,165 2,992 1,029 24,494 29,772
Disposals 24,157 — — — (245157 —

As at 31 December 2011

and 1 January 2012 129,300 9,422 5,690 {7758 17,364 163,529
Additions (PS03 2,400 2,881 SH6) 26,695 B3W.95
Transfer 355777, — — — (GHETATAT) —
Exchange alignment — — 4) = = 4)
As at 31 December 2012 142,380 1:1::82:2; 8,567 2269 312:2.82 1972320

Accumulated depreciation
As at 1 January 2011 1S 895 22039 SH — 14,426
Provided for the year 5,912 547 361 348 — 7,168

As at 31 December 2011

and 1 January 2012 17,027 1,442 2,400 725 — 21,594
Provided for the year 6,629 901 878 646 — 9,054
As at 31 December 2012 23,656 2,343 88778 {274 — 30,648

Net book values
As at 31 December 2012 118,724 9,479 5,289 898 32,282 166,672

As at 31 December 2011 1312293 7,980 3,290 1,028 17,364 141,935

Note:

Certain buildings with net book amount of approximately RMB127,974,000 as at 31 December 2012 (2011: approximately RMB41,685,000), are
pledged as collaterals for the Group’s bank borrowings. Please refer to Note 29 for details.
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17. PREPAID LEASE PAYMENTS

As at 31 December

2012 2011
RMB’000 RMB’000
Cost
At the beginning of the year 23,807 23,807
Additions 75,060 —
At the end of the year 98,867 23,807
Accumulated amortisation
At the beginning of the year 2,569 2,093
Charge for the year 2,284 476
At the end of the year 4,853 2,569
Net book values 94,014 21,238
Analysed for reporting purposes as:
Current assets 3,588 476
Non-current assets 90,426 20,762
94,014 PME73S

Prepaid lease payments represent the cost of land use rights in respect of certain leasehold land located in the PRC,
which is held under long term leases.

The prepaid lease payments with net book amount of approximately RMB20,762,000 as at 31 December 2012 (2011:
approximately RMB21,238,000), are pledged as collaterals for the Group’s bank borrowings. Please refer to Note 29
for details.
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18. INVESTMENTS IN SUBSIDIARIES AND AMOUNT DUE FROM/(TO) SUBSIDIARIES

As at 31 December

2012 2011

RMB’'000 RMB'000

Unlisted shares, at cost 81 —
Amounts due from subsidiaries 82,968 —
Amount due to a subsidiary (631) —
82,418 —

Details of the Company’s subsidiaries as at 31 December 2012 are as follows:

Percentage of
equity interest
and voting power

Place and date of Issued/ attributable to
Name of subsidiary incorporation paid up capital the company Principal activities
Direct Indirect
‘000 % %

Wellname Investments Limited The BVI, usD1,000 100 —  Investment holding
("Wellname Investments”) 13 January 2011

China Modern Agriculture Hong Kong, HK$10,000 — 100 Investment holding
Holding Limited 13 August 2008
("China Modern”)

Tianyi (Fujian) Modern The PRC, 26 April 2005 UsD20,000,000 — 100  Slaughtering and
Agriculture Development processing of
Co., Ltd (“Fujian Tianyi)* livestock, production

and sales of
meat products

Victoria Top Limited Hong Kong, HK$1 — 100  Dormant

(“Victoria Top”) 23 February 2011

. Fujian Tianyi is registered as a wholly-foreign-owned enterprise under the PRC law.
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19. INVENTORIES

(@ Inventories in the consolidated statement of financial position comprise:

As at 31 December

2012 2011

RMB’000 RMB'000

Hogs feeds 2,737 1,100
Raw materials (Note) 6,533 2,929
9,270 4,029

Note:

Included in the raw materials were mainly corn, soya meat, wheat barn and feed premix ready for the mixture of animal feeds.
(b)  The analysis of the amount of inventories recognised as an expense are as follows:

For the year ended
31 December

2012 2011
RMB’000 RMB'000

Carrying amount of inventories sold 406,920 379,000
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20. BIOLOGICAL ASSETS

Movements of the biological assets are as follows:

Commodity

Breeder hogs hogs Total

RMB’000 RMB’000 RMB’000

As at 1 January 2011 2,921 40,760 43,681
Increase due to purchases 743 300,724 301,467
Increase due to raising (Feeding cost and others) Aels 82,480 86,605
Transfer (4,102) 4,102 pa
Decrease due to retirement and deaths — (1,258) (1,258)
Decrease due to sales (392) (384,114) (384,506)
Change in fair value less costs to sell (225) (2,666) (2,891)
As at 31 December 2011 and 1 January 2012 3,070 40,028 43,098
Increase due to purchases 985 304,225 305,210
Increase due to raising (Feeding cost and others) 5E037, 106,891 111,923
Transfer (5,116) 52046 —
Decrease due to retirement and deaths — (3,826) (3,826)
Decrease due to sales (559) (411,024) (411,583)
Change in fair value less costs to sell 133 4,126 4,259
As at 31 December 2012 3,545 45,536 49,081
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20. BIOLOGICAL ASSETS (CONTINUED)

The numbers of biological assets are as follows:

As at 31 December

2011

Breeder hogs 1,670 1,509
Commodity hogs 35,033 33,224
36,703 34,733

Analysed for reporting purposes as:

As at 31 December

2012 2011

RMB’000 RMB’000

Current assets 45,536 40,028

Non-current assets 3,545 3,070

At the end of the year 49,081 43,098
Note:

The commodity hogs are primarily held for further growth for the production of pork and are classified as current assets. The breeder hogs are prime
hog of excellent qualities that is selected as breeding stock, including boars and gilts, are classified as non-current assets.

The fair value of biological assets of the Group as at 31 December 2012 and 2011 has been arrived at on the basis of a valuation carried out at that
date by an independent professional valuer and have appropriate qualifications and experiences in providing biological asset valuation services to
various companies listed on the Stock Exchange and other stock exchange in the United States, which engage in the business of husbandry and
agriculture industry.

The fair value less cost to sell of breeder hogs and commodity hogs are determined using the direct comparison approach. The direct comparison

approach assumes sales of breeder hogs and commodity hogs in their existing state and making reference to similar sales or offerings or listings of
comparable assets on the market.

In addition, the following principal assumptions have been adopted by an independent professional valuer:

(a) there will be no major change in the existing political, legal and economic conditions in the PRC;

(b) save for those proposed changes on taxation policies announced by the Tax Bureau of the PRC, there will be no major change in the current
taxation law and tax rates as prevailing and that all applicable laws and regulations on taxation will be complied with by the Group;

(o] the interest rates and exchange rates will not differ materially from those presently prevailing;

(d) the biological assets are properly fed with balance diets such that they are gaining weight in accordance under normal growth rate and are
receiving appropriate veterinary care;

73



74

Notes to the Consolidated Financial Statements (Continued)
For the year ended 31 December 2012

20. BIOLOGICAL ASSETS (CONTINUED)

21

Note: (Continued)

(e)

the biological assets are free from any animal diseases, including but not limiting to Sarcoptic mange, internal parasites, swine influenza such
that they are all healthy and are capable to generate valuable outputs in line with normal expectations and subject to normal operating
expenses;

the availability of finance will not be a constraint on the breeding of the biological assets;

the production facilities, systems and the technology utilised by the Group in carrying out its breeding operations do not infringe any relevant
regulations and law;

the Group has obtained or shall have no impediment to obtain all necessary governmental permits and approvals to carry out its breeding
operations in the PRC;

the biological assets are not subject to any liabilities, interest-bearing loans and encumbrances that would impair their fair value as at the
relevant valuation date;

the Group will secure and retain competent management, key personnel, marketing and technical staff to carry out and support its breeding
operations; and

the estimated fair value does not include consideration of any extraordinary financing or income guarantees, special tax considerations or any
other atypical benefits which may influence the fair value of the biological assets.

TRADE RECEIVABLES

As at 31 December

2012 2011
RMB’000 RMB'000

Trade receivables 77,927 40,432

The fair values of trade receivables approximate their carrying amount.

The Group normally allows a credit period ranging from cash upon delivery to 90 days depending on the customer’s
creditworthiness and the length of business relationship with the customers. The ageing analysis of trade receivables
based on the invoice date at the end of each reporting period are as follows:

As at 31 December

2012 2011

RMB'000 RMB’000

Within 30 days 53,642 39,076
31 days to 90 days 24,160 1, %)
91 days to 180 days 121 71
Over 180 days 4 D)
Total 77,927 40,432
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TRADE RECEIVABLES (CONTINUED)

Trade receivables that are past due are not considered impaired. These relate to a number of independent
customers for whom there is no recent history of default. The ageing analysis of these trade receivables are as
follows:

As at 31 December

2012 2011

RMB’000 RMB’000

91 days to 180 days 121 74
Over 180 days 4 {12
125 83

The trade receivables are denominated in RMB. The Group does not hold any collateral over these balances.

DEPOSITS PAID, PREPAYMENTS AND OTHER RECEIVABLES

The Group The Company
As at 31 December As at 31 December
2012 2011 2012 2011
RMB’000 RMB'000 RMB’000 RMB'000
IPO deposits paid — 6,808 — —
Advances to staff (Note (a)) 373 540 —
Deposits paid for purchase of property,
plant and equipment (Note (b)) 1,240 370 — —
Deposits paid and prepayments (Note (c)) 11,934 RS0 330 -—
13,547 8,868 330 -
Notes:

(a) The amount was mainly for the purchase of raw materials and commodity hogs on behalf of the Group.

(b) The deposit paid for property, plant and equipment as at 31 December 2012 and 2011 was mainly for the purchase of equipment for
upgrading of production facilities in the Group's slaughterhouse.

() Included in deposits paid and prepayments was RMB 10,000,000 for the acquisition of breeder hogs and parental breeder hogs in 2013.

75



76

Notes to the Consolidated Financial Statements (Continued)
For the year ended 31 December 2012

23.

24.

CASH AND BANK BALANCES

The Group The Company
As at 31 December As at 31 December
2012 2011 2012 2011
RMB’000 RMB’000 RMB’000 RMB’000
Cash and bank balances 110,851 13,430 3,601 —

Cash and bank balances comprise cash held by the Group and short-term bank deposits with an original maturity of
three months or less and carry interest at the prevailing market rates which at 0.40% per annum during the
reporting period (2011: 0.36%). The bank balances are deposited with creditworthy banks with no recent history of
default.

Included in the cash and bank balances at the end of the reporting period were amounts in RMB of approximately
RMB 106,823,000 (2011: approximately RMB12,745,000) which are not freely convertible into other currencies.

TRADE PAYABLES

As at 31 December

2012 2011
RMB'000 RMB’000
Trade payables 7,978 6,269

The ageing analysis of trade payables is as follows:

As at 31 December

2012 2011

RMB’000 RMB’000

Within 30 days 6,477 2,298
31 to 90 days 494 1,590
91 to 180 days 516 2,194
Over 180 days 491 187
7,978 6,269

The average credit period on purchases of certain goods is generally within 15 days to 90 days.
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ACCRUALS, DEPOSITS RECEIVED AND OTHER PAYABLES

The Group The Company

As at 31 December As at 31 December
2012 2011 2012 2011
RMB’000 RMB’000 RMB’000 RMB’000
Deposits received 299 156 — —

Other payables for property,

plant and equipment 297 66 — —
Accruals and other payables 7,607 Bl 3,016 —
8,203 3,339 3,016 -

AMOUNT DUE TO A SHAREHOLDER

The amount due to a shareholder was unsecured, interest-free and repayable on demand.

AMOUNT DUE TO RELATED COMPANIES

The amount due to related companies was unsecured, interest-free and repayable on demand.

FINANCIAL GUARANTEE LIABILITIES

As at 31 December

2012 2011

RMB’000 RMB’000

At the beginning of the year — 31
Amortisation of financial guarantee liabilities — (31)

At the end of the year — e

Fujian Tianyi provided guarantee for a bank loan of RMB20,000,000 to Putian Xiecheng Footwear Co., Ltd. (B5H T
M EEZEB R A R]) which is a related company owned by an indirect family member of Mr. Cai Chenyang. Fujian
Tianyi also provided guarantee for a bank loan of RMB4,500,000 to Putian Yi Hua Qing Gong Zhi Pi Co., Ltd (75 H

MEER TR FAFRAR]) which is a related company owned by an indirect family member of Mr. Cai Chenyang.
Both guarantees were released in June 2011.

The above balances represented the fair values of the financial guarantees.
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29. BANK BORROWINGS

As at 31 December

2012 2011
RMB’000 RMB’000
Bank borrowings — secured 118,000 70,000

As at 31 December

2012 2011
RMB’000 RMB’000

Carrying amount repayable:
On demand or within one year 118,000 70,000

Bank borrowings at:

As at 31 December

2012 2011
RMB’000 RMB’000
— floating interest rate 118,000 70,000

The carrying amount of the Group’s bank borrowings are all originally denominated in RMB, which is the functional
currency of the Group.

The contractual floating interest rates per annum in respect of bank borrowings were within the following ranges:

As at 31 December

2011
%

Bank borrowings 6.300-6.600 6.310-6.560
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BANK BORROWINGS (CONTINUED)

The collaterals for the Group’s bank borrowings are as follows:

As at 31 December

2012 2011

RMB’000 RMB’000

Property, plant and equipment (Note 16) 127,974 41,685
Prepaid lease payments (Note 17) 20,762 21,238
148,736 62,923

The fair values of the short-term borrowings approximate their carrying amounts.

As at 31 December 2012, the Group’s bank borrowings of RMB20,000,000 was guaranteed by the Company’s
director, Mr. Cai Chenyang (2011: RMB70,000,000).

LOAN FROM GOVERNMENT

As at 31 December

2012 2011

RMB’000 RMB’000

Loan from government — 1520
Note:

On 24 March 2009, the Group received an interest-free loan of RMB1,780,000 from the Ministry of Finance of Putian city to finance the construction
of property, plant and equipment. The loan is repayable in full at the end of that four-year period. Using prevailing market interest rates of the
People’s Bank of China for an equivalent loan of 6.90% per annum (2011: 6.90% per annum), the fair value of the loan is estimated at
RMB1,250,000 on initial recognition. The difference of between the gross proceeds and the fair value of the loan is the benefit derived from the
interest-free loan and is recognised as deferred revenue (note 31).

As at 31 December 2011, the loan from government of RMB1,780,000 was guaranteed by Mr. Cai Chenyan.

Such loan from government had been settled in February 2012.
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31. DEFERRED REVENUE

As at 31 December

2012 2011

RMB’000 RMB’000

Arising from government grant (Note (a)) 4,201 4,455
Avrising from loan from government (Note (b)) — 251
4,201 4,706

Analysed for reporting purposes as:

As at 31 December

2012 2011

RMB’000 RMB’000

Current liabilities 253 B/
Non-current liabilities 3,948 4,329
4,201 4,706

Notes:

(a) As at the end of each reporting periods, the Group has unused government grants in relation to the construction of qualifying assets. The
deferred revenue will be recognised upon construction of qualifying assets. The government grant is not repayable.

(b) The deferred revenue arises as a result of the benefit received from an interest-free government loan received in March 2009.
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32. SHARE CAPITAL

Number of Nominal value of
shares ordinary shares
HK$'000 RMB’000
Authorised:
On the date of incorporation and 31 December 2011
ordinary shares of HK$0.1 each (note (a)) 3,800,000 380 17
Increase of ordinary shares (note (b)) 39,996,200,000 3,999,620 3,239,692
At 31 December 2012 40,000,000,000 4,000,000 3,240,009
Issued and fully paid:
On the date of incorporation and 31 December 2011 (note (a)) 1 — —
Issue of shares under the corporate reorganisation (note (c)) 99 — —
Issue of shares under the corporate reorganisation (note (d)) 999,900 100 81
Issue of shares under the capitalisation issue (note (e) 599,000,000 59,900 48,802
Issue of shares under the global offering (note (e)) 200,000,000 20,000 16,295
At 31 December 2012 800,000,000 80,000 65,178
Notes:

As at the date of incorporation of the Company, its authorised share capital was HK$380,000 divided into 3,800,000 shares of HK$0.1 each.
One share was issued to the initial subscriber nil paid on 27 May 2011 and such share was transferred to Zhan Rui Investments Limited (“Zhan
Rui”).

Pursuant to the written resolutions of the sole shareholder of the Company passed on 7 February 2012, the authorised share capital of the
Company was increased from HK$380,000 to HK$4,000,000,000 by the creation of an additional 39,996,200,000 shares, such new shares
to rank pari passu with the then existing shares in all respects.

On 8 February 2012, the Company allotted and issued 67, 10, 10, 2, 6 and 4 shares nil paid to Zhan Rui, Charming Investment Holdings
Limited (“Charming Investment”), Long Excel Limited (“Long Excel”), Wide Sincere Investments Limited (“Wide Sincere”), Giant King
Investments Limited (“Giant King”) and Kai Rong Holdings Limited (“Kai Rong”) respectively.

On 10 February 2012, in exchange and as consideration for the acquisition of the entire issued share capital of 1,000 shares of US$1 each in
the capital of Wellname Investments from the existing shareholders, the one nil-paid share held by Zhan Rui referred to in paragraph (a)
above and the 99 shares referred to in paragraph (c) above which were issued to the existing shareholders nil-paid on 8 February 2012 were
credited as paid up in full at par and 679,932, 99,990, 99,990, 19,998, 59,994 and 39,996 shares were allotted, issued and credited as fully
paid to Zhan Rui, Charming Investment, Long Excel, Wide Sincere, Giant King and Kai Rong respectively.

As detailed in the prospectus of the Company dated 28 June 2012, immediately following the Global Offering becoming unconditional and
the issue of the Offer Shares, the authorised share capital of the Company was HK$4,000,000,000 divided into 40,000,000,000 shares and
the issued share capital of the Company was increased to HK$80,000,000 divided into 800,000,000 shares, all of which are full paid up or
credited as fully paid.
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33. RESERVES

34.

The reconciliation of each component of the Group’s consolidated equity is set out in the consolidated statement of
changes in equity. Details of changes in the Company’s individuals components of equity are set out below:

The Company

Proposed

Share Accumulated final
premium loss dividend Total
RMB’000 RMB’000 RMB’000 RMB’000
As at 1 January 2011 — — — —
Loss for the year — (74) = (74)
Total comprehensive loss for the year — (74) — (74)
As at 31 December 2011 and 1 January 2012 — (74) — (74)
Loss for the year — (6,799) — (6,799)
Total comprehensive loss for the year — (6,873) — (6,873)
Issue of shares under the capitalisation issue (48,802) — — (48,802)
Issue of shares under the global offering 97,768 — — 97,768
Share issuing expenses (23,938) —_ — (23,938)
Proposed final dividend (6,519) — 6,519 ik
As at 31 December 2012 18,509 (6,873) 6,519 18,455

RETIREMENT BENEFIT PLANS

The Group operates a Mandatory Provident Fund Scheme for all qualifying employees in Hong Kong. The assets of
the scheme are held separately from those of the Group, in funds under the control of trustees. The Group
contributes 5% of relevant payroll costs to the scheme, this contribution is matched by employees.

The employees of the Group’s subsidiaries established in the PRC are members of state-managed retirement
benefits schemes operated by the local government. The subsidiaries are required to contribute a certain percentage
of their payroll costs to the retirement benefits schemes to fund the benefits. The only obligations of the Group
with respect to the retirement benefits schemes are to make the specified contributions.
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35. CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that entities in the Group will be able to continue as a going concern while
maximising the return to stakeholders through the optimisation of the debt and equity balance. The Group's overall
strategy remains unchanged during the reporting period.

The capital structure of the Group consists of bank borrowings and equity (comprising issued share capital, share
premium, reserves and retained earnings).

The directors of the Company review the capital structure regularly. As part of this review, the directors consider the
cost and the risks associates with each class of the capital. Based on the recommendations of the directors, the
Group will balance its overall capital structure through the payment of dividends and new share issues as well as
raising and repayment of bank borrowings.

The Group monitors capital on the basis of gearing ratio. This ratio is calculated by dividing the total borrowings
with total equity. The Group’s overall strategy remains unchanged during the reporting period. The gearing ratios at
the end of each reporting period were as follows:

The Group
As at 31 December
2012 2011
RMB’000 RMB’000
Total borrowings (Note) 118,000 71,529
Total equity 382,980 186,880
Gearing ratio (%) 30.8% 38.3%

Note:

The borrowings comprise of bank borrowings (Note 29) and loan from government (Note 30).
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36. FINANCIAL INSTRUMENTS

(a) Categories of financial instruments

The Group
As at 31 December

2012 2011
RMB’000 RMB'000

Financial assets

Loans and receivables (including cash and bank balances)

— Trade receivables 77,927 40,432
— Deposits paid, prepayments and other receivables 373 540
— Cash and bank balances 110,851 13,430

Financial liabilities

Amortised cost

— Trade payables 7,978 6,269
— Accruals, deposits received and other payables 7,905 3,339
— Amount due to a shareholder — 307
— Bank borrowings 118,000 70,000
— Loan from government — 1#529

The Company
As at 31 December

2012 2011
RMB’'000 RMB’000
Financial assets
Loans and receivables (including cash and bank balances)
— Amount due from subsidiaries 82,968 T
— Cash and bank balances 3,601 -
Financial liabilities
Amortised cost
— Amount due to related companies — 74
— Amount due to a subsidiary 631 —

— Accruals and other payables 3,016 —
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36. FINANCIAL INSTRUMENTS (CONTINUED)

(b) Financial risk management objectives and policies

The directors of the Group monitors and manages the financial risks relating to the operations of the Group
through internal risks reports which analyse exposures by degree and magnitude of risks. These risks include
market risk (including currency risk and interest risk), credit risk, business risk and liquidity risk.

The Group’s major financial instruments include trade receivables, deposits paid, prepayments and other
receivables, amount due from a shareholder, trade payables, accruals, deposits received and other payables,
cash and bank balances and bank borrowings. Details of these financial instruments and the policies on how
to mitigate these risks are set out below. Management manages and monitors these exposures to ensure
appropriate measures are implemented on a timely and effective manner.

Credit risk

It is the risk that a counterparty is unable to pay amount in full when due. It arises primarily from the Group’s
trade receivables. The Group limits its exposure to credit risk by rigorously selecting counterparties. The Group
mitigates its exposure to risk relating to trade receivables by dealing with diversified customers with sound
financial standing. The Group seeks to maintain strict control over its outstanding receivables and has a credit
control policy to minimise credit risk. In addition, all receivables balances are monitored on an ongoing basis
and overdue balances are followed up by senior management. The amounts presented in the consolidated
statement of financial position are net of allowances for doubtful receivables, if any, estimated by the
management based on prior experience and the current economic environment. The Group reviews the
recoverable amount of each individual debt at each reporting date to ensure that adequate impairment losses
are made for irrecoverable amounts. In this regard, the Directors believe that the credit risk is significantly
reduced.

The credit risk on bank balances is limited because the counterparties are banks with high credit ratings. The
Group has no significant concentration of credit risk, with exposure spread over a number of counterparties.

Interest rate risk
The Group's exposure to fair value interest rate risk to fixed rate borrowings is minimal because the Group has
been keeping borrowings at variable rates.

The Group is exposed to cash flow interest rate risk in relation to variable-rate bank balances and bank
borrowings (note 29). The Group’s cash flow interest rate risk is mainly concentrated on the fluctuation of
interest rates arising from the Group’s RMB denominated borrowings.

Interest rate sensitivity analysis

The sensitivity analysis below has been determined based on the exposure to interest rates for the floating
rate bank borrowings. The analysis is prepared assuming the financial instruments outstanding at the end of
the reporting period were outstanding for the whole year. A 50 basis point increase or decrease throughout
the reporting period is used internally for assessment of possible change in interest rate.

If interest rates had been 50 basis points higher/lower and all other variables were held constant, the Group’s
profit for the year would decrease/increase by approximately RMB290,000 (2011: RMB209,000). This is mainly
attributable to the Group'’s exposure to interest rates on its variable-rate bank borrowings.
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36. FINANCIAL INSTRUMENTS (CONTINUED)

(b) Financial risk management objectives and policies (Continued)

Currency risk

As most of the Group’s monetary assets and liabilities are denominated in RMB and the Group conducts its
business transactions principally in RMB, the currency risk of the Group is not significant and the Group
currently does not have a foreign currency hedging policy. However, the management monitors foreign
exchange exposure and will consider hedging significant foreign currency exposure should the need arise.

In the opinion of the directors of the Company, since the currency risk is minimal, no sensitivity analysis is
presented.

Business risk

The Group is exposed to financial risks arising from changes in prices of hogs and the change in cost and
supply of feed ingredients, all of which are determined by constantly changing market forces of supply and
demand, and other factors. The other factors include environmental regulations, weather conditions and
animal diseases. The Group has little or no control over these conditions and factors.

The Group is subject to risks relating to its ability to maintain animal health status. Livestock health problems
could adversely impact production and consumer confidence. The Group monitors the health of its livestock
on a regular basis and has procedures in place to reduce potential exposure to infectious diseases. Although
policies and procedures have been put into place, there is no guarantee that the Group will not be affected
by epidemic diseases.

Save for the procurement of breeder hogs, the Group manages its exposure to fluctuation in the price of the
key raw materials used in the operations by maintaining a large number of suppliers so as to limit high
concentration in a particular supplier.

Liquidity risk

The Group is exposed to minimal liquid risk as a substantial portion of its financial assets and financial
liabilities are due within one year and it can finance its operations from existing shareholders’ funds and
internally generated cash flows.

In the management of the liquidity risk, the Group monitors and maintains a level of cash and bank balances
deemed adequate by management to finance the Group’s operations and mitigate the effect of fluctuations
in cash flows. Management monitors the utilisation of borrowings on a regular basis.
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36. FINANCIAL INSTRUMENTS (CONTINUED)

(b) Financial risk management objectives and policies (Continued)

The following tables detail Group’s contractual maturity for its financial liabilities. The tables has been drawn
up based on the undiscounted cash flows of financial liabilities based on the earliest dates on which Group
can be required to pay. The tables include both interest and principal cash flows.

The Group

Weighted More than More than
average On demand one year but two years but Total

interest or within less than less than undiscounted Carrying

rate one year two years five years cash flow amount
% RMB’000 RMB’000 RMB’000 RMB’000 RMB’'000

As at 31 December 2012

Non-derivative financial liabilities

Trade payables — 7,978 — — 7,978 7,978
Accruals, deposits received and

other payables — 7,905 — — 7,905 7,905

Bank borrowings 6.35 118,000 — — 118,000 118,000

133,883 — —_ 133,883 133,883

More than More than
Weighted On demand oneyear but  two years but Total

average or within less than less than  undiscounted  Carrying

interest rate one year two years five years cash flow  amount

% RMB’000 RMB’000 RMB’000 RMB’000 RMB'000

As at 31 December 2011

Non-derivative financial liabilities

Trade payables — 6,269 — — 6,269 6,269
Accruals, deposits received and

other payables — 3,339 — - 3,339 3,339
Amount due to a shareholder — 307 — — 307 307
Bank borrowings 5.88 70,000 — — 70,000 70,000
Loan from government 6.90 — — 1,780 1,780 1,780

AN e 1,780 G951 &1 695
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36. FINANCIAL INSTRUMENTS (CONTINUED)

(b) Financial risk management objectives and policies (Continued)

Liquidity risk (Continued)
The Company

More than More than
Weighted On demand one year but two years but Total

average or within less than less than undiscounted Carrying

interest rate one year two years five years cash flow amount
% RMB’000 RMB’000 RMB’000 RMB’000 RMB’'000

As at 31 December 2012

Non-derivative financial liabilities

Amount due to a subsidiary — 631 — — 631 631
Accruals and deposits received — 3,016 — — 3,016 3,016
3,647 — — 3,647 3,647
More than More than

Weighted On demand oneyear but  two years but Total
average or within less than less than  undiscounted  Carrying
interest rate one year two years five years cash flow  amount
% RMB’000 RMB’000 RMB’000 RMB’000 RMB'000

As at 31 December 2011

Non-derivative financial liabilities

Amount due to related companies — 74 — — 74 74

(c) Fair value

The fair value of financial assets and financial liabilities are determined as follows:

(i)  the fair value of financial assets and financial liabilities (including derivative instruments) with standard
terms and conditions and traded on active liquid markets are determined with reference to quoted
market bid prices and ask prices respectively; and

(i) the fair value of other financial assets and financial liabilities (including derivative instruments) are
determined in accordance with generally accepted pricing models based on discounted cash flow
analysis using prices or rates from observable current market transaction as input. For an option-based
derivative, the fair value is estimated using option pricing model.
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36. FINANCIAL INSTRUMENTS (CONTINUED)

(c) Fair value (Continued)

The directors of the Company consider that the carrying amounts of financial assets and financial liabilities
recorded in the financial statements approximate to their fair values.

Fair value measurements recognised in the statement of financial position
The following table provides an analysis of financial instruments that are measured subsequent to initial
recognition at fair value, grouped into Levels 1 to 3 based on the degree to which the fair value is observable:

o Level 1 fair value measurements are those derived from quoted prices (unadjusted) in active markets for
identical assets or liabilities;

o Level 2 fair value measurements are those derived from inputs other than quoted prices included within
Level 1 that are observable for the asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived

from prices); and

o Level 3 fair value measurements are those derived from valuation techniques that include inputs for the
asset or liability that are not based on observable market data (unobservable inputs).

No analysis is disclosed since the Company has no financial instruments that are measured subsequent to
initial recognition at fair value at the end of the reporting period.

There were no transfers between levels 1 and 2 in both years.
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Notes to the Consolidated Financial Statements (Continued)
For the year ended 31 December 2012

37. SIGNIFICANT RELATED PARTY TRANSACTIONS

38.

Save as disclosed elsewhere in the consolidated financial statements, the Group had entered into transactions with
related parties which, in the opinion of directors, were carried out on normal commercial terms and in the ordinary
course of the Group's business, as shown below:

(a) Key management personnel remuneration

The Group

For the year ended
31 December

2012 2011

RMB’000 RMB’000

Short term employee benefits 2,007 991
Retirement benefits schemes contributions 58 8
2,065 999

(b) As at 31 December 2012, the Group’s bank borrowings of RMB20,000,000 (2011: RMB70,000,000) were
secured by personal guarantees provided by Mr. Cai Chenyang, the Chief Executive Officer, executive director
and substantial shareholder of the Group.

OPERATING LEASE ARRANGEMENTS

The Group as lessee:

At the end of each reporting date, the Group had commitments for future minimum lease payments under in
respect of retail outlets and office premises non-cancellable operating leases which fall due as follows:

The Group
As at 31 December
2012 2011
RMB’'000 RMB'000
Within one year 1,321 1,436
In the second to fifth years, inclusive 233 726
1,554 267

Operating lease payments represent rentals payable by the Group for certain of its office premises and retail outlets.
Lease in respect of office premises are negotiated for a term of two years with fixed rentals. Lease in respect of
direct sales outlets are negotiated for a term of one year with fixed rentals.



39.

40.

41.

42.
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Notes to the Consolidated Financial Statements (Continued)
For the year ended 31 December 2012

PLEDGE OF ASSETS

Assets with the following carrying amounts have been pledged to secure general banking facilities granted to the
Group or borrowings of the Group (Note 29):

The Group
As at 31 December
2012 2011
RMB’000 RMB’000
Property, plant and equipment 127,974 41,685
Prepaid lease payments 20,762 24233
148,736 62,923
COMPARATIVE

Certain comparative amounts have been reclassified to conform with current year’s presentation.

EVENTS AFTER THE END OF THE REPORTING PERIOD

There were no other significant events that have occurred subsequent to the end of the reporting period.

APPROVAL OF THE FINANCIAL STATEMENTS

The consolidated financial statements were approved and authorised for issue by the Board of Directors on 28
March 2013.
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Five Years Financial Summary

A summary of the results and of the assets and liabilities of the Group for the last five financial years, as extracted from
the published audited financial statements and the Prospectus, is set out below:

RESULTS
For the year ended 31 December
2012 2011 2010 2009 2008
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Revenue 580,158 519,339 444,367 157,443 51l 87.5
Cost of sales (430,209) (397,324) (364,127) (110,819) (30,499)
Gross Profit 149,949 11224015 80,240 46,624 21,376
Other revenue and gain 3,549 2,459 605 585 5,768
Change in fair value less

costs to sell of biological assets 4,259 (2,891) 78 (8,516) (3,470)
Selling and distribution expenses (20,334) (11,480) (9,441) B5id) (2,163)
Administrative expenses (26,129) (15,628) (7,000) (4,933) (4,589)
Finance costs (6,042) (4,281) (3,773) (3,535) (1,790)
Other operating expenses (147) 181) (60) (66) (82)
Profit before taxation 105,105 90,013 71,744 27,045 15,050
Taxation — — . — —
Profit for the year and attributable

to owners of the Company 105,105 90,013 71,744 27,045 155050

ASSETS AND LIABILITIES

As at 31 December

2012 2011 2010 2009 2008
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Total assets 521,362 273,030 256,414 250,348 109,279
Total liabilities (138,382) (86,150) (95,643) (161,322) (47,297)
Equity attributable to

owners of the Company 382,980 186,880 160,771 89,026 61,982
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