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Corporate Profile

Tenfu (Cayman) Holdings Company Limited (the “Company” or “we”, together with the subsidiaries, collectively
the “Group”) are a leading traditional Chinese tea-product enterprise in the People’s Republic of China (the “PRC")
engaged in the sales and marketing of a comprehensive range of tea products and the development of product
concepts, tastes and packaging designs. Our key products are tea leaves, tea snacks and tea ware, which we sell
through a nationwide network of self-owned and third-party owned retail outlets and retail points.

Being ranked first among 2015 China’s Top 100 tea industry enterprises in terms of comprehensive strength, the
"Tenfu” (X%&) brand has one of the highest levels of brand awareness amongst tea product consumers in the PRC.
With its high level of brand awareness and more than 20 years of presence in the market, the Group believes it is
in a strong position to continue capturing such expected growth in the market for branded traditional Chinese
tea leaves.

We presently offer over 1,300 varieties of traditional Chinese tea-leaf products. Our branded traditional Chinese
tea leaves had the largest market share in terms of retail sales value of all branded traditional Chinese tea leaves
in the PRC and our Oolong tea and green tea dominated the respective market segments.

We offer over 300 varieties of tea snacks, most of which are infused with the flavor of tea leaves and are produced
at our own facilities. As part of our business, we also sell tea ware under our own brands.

We adopt a multi-brand strategy to capture different segments of the traditional Chinese tea market in the PRC. Our
most popular and well-known brand is the “Tenfu” brand. Our “Tenfu” brand tea products are primarily sold in our
self-owned and third-party owned retail outlets and retail points where we strive to offer a personalised tea shopping
experience. We also offer a separate line of products under the “Tenfu Ten Xin" (Kf&XL)), “Danfeng” (F}1&) and
“Uncle Lee” (%2 A] Z) brands which are primarily sold through our concession points at hypermarkets in the PRC.

As at 31 December 2015, our tea products were sold in 1,333 retail outlets and retail points across 31 provinces,
autonomous regions and municipalities in the PRC, including stores with shop fronts at street level and in
shopping malls and concession counters in department stores and hypermarkets.

We have started sales of tea drink (including milk tea) since acquisition of Xiamen Tiangia Catering Management
Co., Limited with the trademark of “FX4-51" and formation of a joint venture company, Xiamen Daily Plus Food
Beverage Management Co., Ltd. with the trademark of “B24%#R TO GO,
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Corporate Information
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Financial Highlights

Revenue for the year ended 31 December 2015 decreased by 10.1% from RMB1,688.6 million for 2014 to
RMB1,518.0 million;

Gross profit for the year ended 31 December 2015 decreased by 11.3% from RMB1,049.9 million for 2014 to
RMB931.6 million, with a decrease in gross profit margin from 62.2% for 2014 to 61.4% for the year ended
31 December 2015;

Profit for the year ended 31 December 2015 decreased by 45.8% from RMB270.2 million for 2014 to
RMB146.4 million, which corresponded to a decrease in net profit margin from 16.0% for 2014 to 9.6% for
the year ended 31 December 2015;

Basic earnings per share for the year ended 31 December 2015 was RMBO0.12; and

The board of directors of the Company (the “Board”) proposed a final dividend of HKD0.06 per share
(equivalent to RMB0.05 per share).

Comparison of Key Financial Figures

Results
For the year ended 31 December
(RMB '000)
2011 2012 2013 2014 2015
Revenue 1,753,317 1,706,598 1,661,577 1,688,589 1,518,045
Gross profit 1,079,558 1,094,704 1,017,189 1,049,869 931,600
Gross profit margin (%) 61.6 64.1 61.2 62.2 61.4
Profit before income tax 408,706 407,135 369,035 378,362 227,640
Profit for the year, all attributable to
the owners of the Company 293,510 294,597 267,133 270,198 146,354
Net profit margin (%) 16.7 17.3 16.1 16.0 9.6

Assets and liabilities

As at 31 December

(RMB '000)

2011 2012 2013 2014 2015
Total assets 2,477,927 2,134,370 2,341,394 2,844,607 2,502,749
Total equity 1,890,482 1,828,578 1,890,357 1,963,785 1,924,830
Total liabilities 587,445 305,792 451,037 880,822 577,919
Gearing ratio (%) 15 5 6 23 12
Trade receivables turnover days (days) 126 111 99 106 118
Trade payables turnover days (days) 58 58 64 68 60
Inventories turnover days (days) 187 239 222 239 274
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Chairman’s Statement

In 2015, China’s consumption market continued to be stagnant. Weak economy together with a sluggish
domestic demand had turned down the sentiment of the Group's customers. Albeit such a challenging economic
environment, the Group remained aggressive in expanding its sales network, developed products to meet
different consumers’ demand, continued to maintain its customer-oriented service, began to cut its operating
costs, and accelerated the expansion of tea beverage market, which rewarded it with an overall revenue of
RMB1.52 billion in 2015. Meanwhile, the Group strived to increase its procurement and production efficiency,
continuously optimise cost management and effectively control expenses and shop opening costs, which enabled
it to keep up the profit against the rising costs of raw materials and other items. The Group expects that these
measures will have a positive influence on the Group’s financial performance for the foreseeable future.

Operational Review for 2015

In order to make the Tenfu tea products and brands more popular in the ultimate markets and distribution
channels and maintain its leading position and advantage in the highly competitive Chinese tea market, in 2015,
the Group continued to implement a number of significant operational measures to streamline the Group’s
organisation structure, adopt active marketing strategy to satisfy customers’ demand, sell tea products together
with tea beverage to expand product categories and sales channels. In 2016, the Group will pursue the following
moves to meet market demands:

1. Continuing to develop new stores and optimize sales network;
2. Holding tea fairs in major cities, promote tea culture and the sales of tea and tea ware;
3. Developing new tea products, expanding market share of milk tea, and promoting the sales of milk tea,

such as “FRABE" brand milk tea, to meet the needs of different consumer groups and their changing
preferences for fashion;

4. Promoting famous teas of different origins by selling them at our sales outlets so as to truly cater for the
local consumption preference;

5. Adjusting the product structure to meet the demand of the consumers in accordance with the consumer
groups in different areas and shops;

6. Emphasizing on the number of visitors and enhancing the quality of services provided to customers in
order to increase the number of successful deals;

7. Introducing loyalty cards to consolidate and develop our customer base; and
8. Continuing to carry out various marketing activities.

We believe that we have a good structure and got well prepared for future growth. Our team is working tirelessly
for the Group's success in the long term.
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Chairman’s Statement

Business Outlook for 2016

Considering China'’s large population, we believe that there are huge business opportunities in the food, beverage
and retail industries in China, with the progress of urbanization and the enhancement in the per capita disposable
income. The Group still has full confidence in the potential growth of the tea consumption market in China. The
tea beverage sector the Group expanded in 2015 will become another growth engine, which will bring the Group
additional revenue contribution and profitability and facilitate the Group’s business development in the broad
portfolio of tea products. The Group will continue to strengthen the brand image and competitive advantage
and actively implement the significant operational measures as follows:

1. Actively exploring new outlets

(1) In addition to the first and second-tier cities, accelerate the development of outlets in the third and
fourth-tier cities and develop e-commerce;

(2) Building No.1 brand image through opening flagship stores across the country; and

(3) Expanding into international market, for example, the Group had entered into a memorandum of
understanding with Rise General Trading LLC for the proposal of establishing a joint venture, to sell
tea leave and tea snack in the Middle East.

2. Upgrading the benefits offered to the core management and staff to strengthen corporate solidarity and
expand paths of promotion so that our key talents with good performance can work without distraction;

3. Strengthening education and training, so that our employees can master appropriate and applicable
management and marketing skills, enhance their awareness of service and quality, so as to ensure that
our operating principles and policies can be achieved;

4, Prioritizing product quality and safety, and continuing to develop new products and improve packaging,
so as to meet the needs of middle and low-end consumers;

5. Strengthen control over all aspects of the costs and eliminate extravagance and waste;

6. Emphasizing computerised operation and make good use of technology to simplify the work at the shops
so that the staff can concentrate on sales and service, resulting in improvement on the human output
value and the per capita income;

7. Actively promoting original equipment manufacturer business for tea snacks to add to the revenue of the
Group;
8. Actively organizing tea exhibitions, incense lore exhibitions, new tea tasting and tea art teaching activities,

so that our regular customers can grow and evolve together with our staff; and

9. Implementing customer-friendly economy with focus on the products that the ordinary people actually
consume, i.e. localisation of the packaging of goods, simplification of commodity specifications, customer-
friendliness of commodity prices, and guarantee of product quality.

| believe that, through the joint efforts of our management and staff, we will be able to adapt to the rapidly
changing environment, grasp market trends, lead the trend of consumption and achieve the continuous
development goal of the Company without disappointing our Shareholders!
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Chairman’s Statement

Acknowledgement

In this year, coping with the external and internal uncertainties and changes, the Group gained valuable
experience, and also strengthened the planning, management, and operation abilities of the Board, the
management, and the staff. Such experience will help the Group to face and overcome challenges of the future.
The Company's sustainable development depends on the supports and efforts of all the parties involved, so |
would like to express my deepest appreciation to our customers, suppliers, business partners and Shareholders
for their support on behalf of the Board, and in particular for the efforts and contributions and dedication of all
our staff over the past year!

LEE Rie-Ho
Chairman

Hong Kong, 15 March 2016
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Management Discussion and Analysis

Business Review and Outlook

In 2015, the Group achieved revenue of RMB1,518.0 million, down 10.1% from 2014, and recorded profit for the
year of RMB146.4 million, down 45.8% from 2014. The decrease in the Group’s revenue for the year was mainly
due to the macro-economic slowdown and the increase of finance costs as a result of the devaluation of Renminbi
and the decrease in finance income due to the decrease in interest income derived from fixed deposits with the
bank placed by the Group.

In 2015, the Group further strengthened its market position and the efficiency of its operations, including further
adjusting its network, actively promoting the customer loyalty programme, consolidating and developing
customer base, increasing release of marketing program and education and training for the employees, improving
employees’ benefits, while controlling expenditures, although the macro economic environment imposed
negative impact on the business of the Group.

1. Leading brand position. Being ranked first among 2015 China’s Top 100 tea industry enterprises in terms
of comprehensive strength, the “Tenfu” (X48) brand has one of the highest levels of brand awareness
amongst tea product consumers in the PRC. With its high level of brand awareness and more than 25
years of presence in the market, the Group believes it is in a strong position to continue capturing such
expected growth in the market for branded traditional Chinese tea leaves.

2. Adjusting sales network. While the whole consumption declines under the current economic conditions
in the PRC, the Group has adjusted their retail outlets and retail points to keep the profitable ones and
shut down the unprofitable ones in the PRC. As of 31 December 2015, the Group had a total of 1,333
self-owned and third-party owned retail outlets and retail points, compared with a total of 1,374 as of 31
December 2014.

3. Keeping legal compliance. The Group kept in compliance with the relevant laws and regulations
applicable to the Group, including Food Safety Law, Product Quality Law, Consumer Protection Law,
Trademark Law, Patent Law, Environmental Protection Law and Labour Contract Law of the PRC, etc.

4, Paying high attention on food safety. The Group paid high attention on food safety and conducted
various quality inspection and testing procedures during the Group’s production process, to ensure
compliance with applicable quality requirements promulgated by the relevant authorities. In October
2015, the Group got the qualification certification for its egg roll and candy production line and related
auxiliary areas, reaching the consolidated standards for prerequisite and food safety programs of American
Institute of Baking.

In 2016, the Group plans to continue to adjust and optimise its network of self-owned retail outlets and retail
points, expand its market share in first-tier and second-tier cities, further penetrate into third-tier and fourth-tier
cities and acquire store premises for the operation of self-owned retail outlets.
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Management Discussion and Analysis

In particular, the Group plans to:

1.

10

Continue to adjust and optimize retail sales network. The Group plans to further adjust retail outlets
and retail points, including both self-owned and third-party owned retail outlets and retail points. In order
to achieve this goal, the Group plans to identify, establish and keep new retail outlets on high-traffic
streets in the central business districts of selected cities, as well as retail points in popular shopping malls,
actively expand networks in third-tier and fourth-tier and smaller cities, and develop quality distributors to
increase sales of its tea products. To capture more customers who prefer to buy their tea products on-line,
the Group continues to monitor the opportunity to increase internet sales after completion of acquisition
of Xiamen Tianyu Commerce and Trading Co., Limited (EPI K&K E B R A 7)) in September 2013. The
Group will continue to monitor other opportunities for multi-channel sales and distribution network,
which enables the Group to access a broad market audience and penetrate into different regions in the
PRC, and continue to rapidly expand their sales. A memorandum of understanding (the “Memorandum of
Understanding”) was entered into between Tenfu (Hong Kong) Holdings Company Limited (“Tenfu HK"),
a subsidiary of the Company and Rise General Trading LLC. ("Rise”"), an independent third party, on 30
October 2014 for a proposal of entering into an associate in United Arab Emirates (“U.A.E") to undertake
such activities as warehousing, blending, packaging, and trading the new brand of tea to serve the Middle
East and Africa region. Tea Trading International DMCC (“TTI"), an associate, was established in July 2015
with registered capital of Arab Emirate Dirham (“AED") 2,000,000, of which Rise and Tenfu HK own 51% and
49% respectively. Rise and Tenfu HK are each committed to invest United States Dollar ("USD") 2,800,000
to TTl, including registered capital. The development of global tea market will enhance the Group’s market
position and enlarge the Group’s market share.

Continue to enhance brand reputation and consumer awareness. The Group plans to maintain and
promote its high level of brand awareness through targeted marketing and promotional activities. As
part of these promotional activities, the Group plans to make further efforts to promote its products and
brands during traditional Chinese festivals, and actively hold tea ware exhibition, incense lore expo, new
tea tasting events and tea art education activities for enhancement of communications and interactions
with customers in order to maintain and promote the well-known “Tenfu” brand.

Continue to develop new concepts for tea-related products. The Group believes that a broad portfolio
of products will help it to maintain its leading brand position and keep pace with constantly changing
consumer preferences and trends. To this end, the Group will continue the development of tea and tea-
related products to meet market requirements, as well as creating the trend and leading the trend. Through
the completion of acquisition of Xiamen Tiangia Catering Management Co., Limited (BP9 K/G &R E 1
AR AR in October 2013, the Group entered into the tea drink (including milk tea) industry with the
trademark of "F4EBE". Xiamen Daily Plus Food Beverage Management Co., Ltd. (EFT R RIEREERE 12
APBR A7), a joint venture company with Ten Ren Tea Co,, Ltd. (KIZZ M H BBR A 7)) was established
in January 2014 to further develop the tea drink business with the trademark of “BE2Z$# TO GO”. Through
the establishment of Xiamen Daily Plus Food Beverage Management Co., Ltd., the Group has expanded
its market share in tea drink (including milk tea) industry by cooperation with Ten Ren Tea Co., Ltd. and
leveraging experience of Ten Ren Tea Co,, Ltd. in Taiwan and international markets.

Tenfu (Cayman) Holdings Company Limited >> 2015 ANNUAL REPORT



Management Discussion and Analysis

4, Expand production capacity through the increase of the number of processing facilities. The Group
plans to cater for future growth and anticipated increases in the demand for tea and tea-related products
by expanding production capacity when suitable acquisition opportunities arise or suitable construction
sites can be acquired. After the completion of acquisition of Zhejiang Tianfu Tea Industry Co., Ltd. (7T X

NS

RBAFE AR AR in September 2013, the Group has a production facility strategically located in Zhejiang,

where is the production base of Longjing tea and close to the retail outlets and retail points in Central
and Northeast China, as well as to achieve optimization in procurement costs.

In 2015, coping with the external and internal uncertainties and changes, the Group gained valuable experience,
and also strengthened the planning, management and operation abilities of the Board, the management, and
the staff. Such experience will help the Group to face and overcome challenges of the future. The Company’s
sustainable development depends on the supports and efforts of all the parties involved, including the customers,
the suppliers, the business partners and the Shareholders, and in particular the efforts and contributions and
dedication of all staff of the Group.

Looking forward, the Group's primary goal is to continue growing its business and increasing its market share
by leveraging its strong market position and sales network and the anticipated economic growth in the PRC tea
market.

Financial Review
Revenue

During the year ended 31 December 2015, the Group engaged in the sales and marketing of a comprehensive
range of tea products and the development of product concepts, tastes and packaging designs. The Group has
manufacturing plants in Fujian province, Sichuan province and Zhejiang province, the PRC. The Group's key
products are tea leaves, tea snacks and tea ware, which it sells through a nationwide network of self-owned and
third-party owned retail outlets and retail points. The Group has started the sales of tea drink (including milk tea)

with the trademark of “B43t" and "B2ZS#R TO GO”.

During the year ended 31 December 2015, the Group derived substantially all of its revenue from the sales of
tea leaves, tea snacks and tea ware. The revenue of the Group decreased by 10.1% from RMB1,688.6 million for
the year ended 31 December 2014 to RMB1,518.0 million for the year ended 31 December 2015. The following
table sets forth a breakdown of revenue by product category for the years indicated:

Year ended 31 December

2015 2014

RMB’000 % RMB'000 %
Revenue contributed from:
Sales of tea leaves 1,082,207 71.3 1,156,437 68.5
Sales of tea snacks 221,643 14.6 205,873 12.2
Sales of tea ware 154,665 10.2 267,738 159
Others™ 59,530 3.9 58,541 34
Total 1,518,045 100.0 1,688,589 100.0
Note:
(1) “Others” include revenue from restaurant, hotel, tourist, management service and catering management, beverage

production and sales of pre-packaged food. The Group derived its revenue from these operations through the
provision of accommodation, food and beverages and other ancillary services and ticket sales from its tea
museums.
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Management Discussion and Analysis

Revenue from sales of the Group's tea leaves decreased by 6.4% from RMB1,156.4 million for the year ended 31
December 2014 to RMB1,082.2 million for the year ended 31 December 2015. Revenue from sales of the Group’s
tea snacks increased by 7.6% from RMB205.9 million for the year ended 31 December 2014 to RMB221.6 million
for the year ended 31 December 2015. Revenue from sales of the Group’s tea ware decreased by 42.2% from
RMB267.7 million for the year ended 31 December 2014 to RMB154.7 million for the year ended 31 December
2015. The revenue decreases from sales of the Group’s tea leaves and tea ware were primarily due to the macro
economic slowdown in the PRC. The revenue increase from sales of the Group's tea snacks was primarily due to
the variety of tea snacks newly developed to accommodate the taste of city people.

Cost of sales

Cost of sales of the Group primarily comprises costs of inventories (mainly including costs of raw materials) and
labour costs. Cost of sales of the Group decreased by 8.2% from RMB638.7 million for the year ended 31 December
2014 to RMB586.4 million for the year ended 31 December 2015, primarily due to decrease in sales.

Gross profit and gross profit margin

As a result of the foregoing factors, gross profit of the Group decreased by 11.3% from RMB1,049.9 million for
the year ended 31 December 2014 to RMB931.6 million for the year ended 31 December 2015, with gross profit
margin decreasing by 1.3% from 62.2% for the year ended 31 December 2014 to 61.4% for the year ended 31
December 2015.

Distribution costs

The distribution costs of the Group decreased by 4.0% from RMB497.8 million for the year ended 31 December
2014 to RMB478.1 million for the year ended 31 December 2015. The decrease was primarily due to decrease in
sales, control in expense and optimized integration of the self-owned retail outlets and retail points.

Administrative expenses

Administrative expenses of the Group decreased by 2.2% from RMB204.9 million for the year ended 31 December
2014 to RMB200.4 million for the year ended 31 December 2015. The decrease was primarily due to further cost
control on labour by effective use of human resources and further cost control on utilities and office expenses.

Other income

Other income of the Group decreased by 29.9% from RMB15.4 million for the year ended 31 December 2014 to
RMB10.8 million for the year ended 31 December 2015. The decrease was primarily due to the decrease in PRC
local government grants which were recognised as income immediately from RMB10.9 million for the year ended
31 December 2014 to RMB8.8 million for the year ended 31 December 2015.

Other losses, net

The Group recorded other losses of RMB1.0 million for the year ended 31 December 2015, primarily due to net
foreign exchange losses of RMBO0.7 million and losses from the disposal of property, plant and equipment of
RMBO.3 million. The Group recorded other losses of RMBO0.4 million for the year ended 31 December 2014, primarily
due to net foreign exchange losses of RMB0.5 million which were offset by gains from the disposal of property,
plant and equipment of RMBO0.1 million.
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Management Discussion and Analysis

Finance income

Finance income of the Group decreased by 37.4% from RMB25.7 million for the year ended 31 December 2014
to RMB16.1 million for the year ended 31 December 2015. The decrease was primarily due to the decrease in
interest income as a result of lesser funds placed as bank deposits.

Finance costs

Finance costs of the Group increased by 385.7% from RMB10.5 million for the year ended 31 December 2014 to
RMB51.0 million for the year ended 31 December 2015, reflecting an increase in interest expenses and foreign
exchange losses on the Group's bank borrowings.

Share of profits less losses of investments accounted for using the equity method

Share of profits less losses of investments accounted for using the equity method of the Group was a net loss
amounting to RMBO0.3 million and a net profit amounting to RMB1.1 million for the year ended 31 December
2015 and 2014, respectively.

Income tax expense

Income tax expense of the Group decreased by 24.9% from RMB108.2 million for the year ended 31 December
2014 to RMB81.3 million for the year ended 31 December 2015, primarily due to a decrease in the Group's profit
before tax from RMB378.4 million for the year ended 31 December 2014 to RMB227.6 million for the year ended
31 December 2015.

Profit for the year

As a result of the foregoing factors and primarily due to decrease in revenue and increase in foreign exchange
losses, profit of the Group, all of which was attributable to the owners of the Company, decreased by RMB123.8
million, or 45.8%, to RMB146.4 million for the year ended 31 December 2015 as compared to RMB270.2 million
for the year ended 31 December 2014. Net profit margin of the Group for the year decreased correspondingly
from 16.0% to 9.6%.

Liquidity and capital resources
Cash position

The operations of the Group are capital intensive, and its liquidity requirements arise principally from the need
of working capital to finance its operations and expansions. The Group has historically met its working capital
and other capital requirements principally from cash generated from its operations, bank borrowings and capital
contributions by its Shareholders.

The Group's cash and cash equivalents increased by RMB147.4 million, or 63.6%, from RMB231.9 million as of 31
December 2014 to RMB379.3 million as of 31 December 2015.

The Group had net cash inflow from operating activities of RMB222.3 million, net cash inflow from investing
activities of RMB432.9 million and net cash outflow from financing activities of RMB509.1 million for the year
ended 31 December 2015.
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Management Discussion and Analysis

Bank borrowings and gearing ratio

The Group had total bank borrowings of RMB251.7 million as of 31 December 2015, compared to RMB599.7 million
as of 31 December 2014. As of 31 December 2015, the weighted average effective interest rate of the Group'’s
bank borrowings was 2.15%, and 78.1% of the Group’s bank borrowings were denominated in RMB, while 21.9%
were denominated in USD. Bank borrowings as at 31 December 2015 and those in corresponding period were
charged at variable interest rate.

As of 31 December 2015, short-term bank borrowings of RMB151.7 million of the Group are guaranteed by Mr.
Lee Rie-Ho, Mr. Lee Chia Ling and Mr. Lee Kuo-Lin, all of whom are directors of the Company (“Directors”), either
separately or jointly, and short-term bank borrowings of RMB56.6 million were pledged by the land use rights and
property, plant and equipment of the Group. As of 31 December 2014, short-term bank borrowings of RMB97.2
million were pledged by bank deposits of RMB98.8 million of the Group, short-term bank borrowings of RMB20.0
million were pledged by the land use rights and property, plant and equipment of the Group. Our Directors are
of the view that the guarantee of bank borrowings of RMB151.7 million by Mr. Lee Rie-Ho, Mr. Lee Chia Ling and
Mr. Lee Kuo-Lin, being a form of financial assistance (as defined in the Rules Governing the Listing of Securities
(the “Listing Rules”) on The Stock Exchanges of Hong Kong Limited (the “Stock Exchange”)) for the benefit of the
Group, was on normal commercial terms where no security over the assets of the Group was granted in respect
of such financial assistance provided by Mr. Lee Rie-Ho, Mr. Lee Chia Ling and Mr. Lee Kuo-Lin. Accordingly, such
guarantee is exempt from all reporting, announcement and independent Shareholders’ approval requirements
pursuant to Rule 14A.90 of the Listing Rule.

The table below summarizes the maturity profile of the Group's non-derivative financial liabilities as of the dates
indicated, based on undiscounted contractual payments:

Less than Between 1

1year and 2years Total
RMB’000 RMB'000 RMB'000

As of 31 December 2015
Bank borrowings 251,656 - 251,656
Interest payments on borrowings (Note) 6,246 - 6,246
Trade and other payables 166,498 - 166,498
424,400 - 424,400

As of 31 December 2014
Bank borrowings 477,345 122,380 599,725
Interest payments on borrowings (Note) 8,937 2,892 11,829
Trade and other payables 159,106 - 159,106
645,388 125,272 770,660

Note: the interest payments on borrowings are calculated based on borrowings held as at 31 December 2015 and 2014
respectively (excluding the accrued interest payable balance already in trade and other payables) without taking
into account future borrowings.
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Management Discussion and Analysis

The Group regularly monitors its gearing ratio, which represents total debt as a percentage of total capital. Total
debt is calculated as total borrowings (including current and non-current borrowings). Total capital is calculated
as total equity plus total debt. As of 31 December 2015, the gearing ratio of the Group was 12%, compared to
23% as of 31 December 2014. The decrease in the gearing ratio during 2015 was primarily due to the repayment
of the Group’s bank borrowings.

Capital and other commitments

As of 31 December 2015, the Group had total investment, capital and operating lease commitments of RMB275.6
million, as compared to RMB204.4 million as of 31 December 2014. The Group plans to fund these commitments
primarily with available cash.

The Group's investment commitments comprise commitments to inject registered capital into a joint venture
and an associate of the Group. The table below sets forth the investment commitments of the Group as of the
dates indicated:

As of 31 December

2015 2014
RMB’000 RMB’000
Investments in a joint venture and an associate 17,454 4,467

The Group's capital commitments comprise unpaid amounts under executed agreements for purchasing property,
plant and equipment, primarily in relation to the construction of plants. The table below sets forth capital
expenditure contracted for but not yet incurred as of the dates indicated:

As of 31 December

2015 2014
RMB’000 RMB’000
Property, plant and equipment 103,900 19,427

The Group leases various retail outlets, offices and warehouses under non-cancellable operating lease agreements.
The lease terms are between one to five years, and the majority of the Group’s lease agreements are renewable
at the end of the lease period at market rate. The table below sets forth the operating lease commitments of
the Group as of the dates indicated:

As of 31 December

2015 2014

RMB’000 RMB'000

No later than 1 year 72,384 84,181
Later than 1 year and no later than 5 years 81,339 95,700
Later than 5 years 514 578
154,237 180,459
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Working capital

As of 31 December

2015 2014

RMB’000 RMB'000
Trade and other receivables 267,350 240,662
Trade and other payables 226,535 211,453
Inventories 471,382 422,758
Trade receivables turnover days®" 118 106
Trade payables turnover days? 60 68
Inventories turnover days® 274 239
Notes:

(1) Trade receivables turnover days = the average of the beginning and ending trade receivables balances for the
year, divided by revenue from wholesales to third-party retailers plus sales from the Group’s self-owned retail
points located in hypermarkets and department stores and sales through other sales channel mainly representing
wholesales to other end customers for the year, multiplied by the number of days in the year.

) Trade payables turnover days = the average of the beginning and ending trade payables balances for the year,
divided by cost of sales for the year, multiplied by the number of days in the year.

(3) Inventories turnover days = the average of the beginning and ending inventory balances for the year, divided by
the cost of sales for the year, multiplied by the number of days in the year.

The Group's trade and other receivables represent primarily the balances due from third-party retailers. The
Group's trade and other receivables increased by RMB26.7 million from RMB240.7 million as of 31 December
2014 to RMB267.4 million as of 31 December 2015, primarily due to the slow settlement of trade receivables due
from third parties.

The Group's trade and other payables principally comprise payables to its raw material suppliers, employee
benefit payables, other taxes payable, accrued operating expenses and amounts due to related parties. The
Group's trade and other payables increased by RMB15.0 million from RMB211.5 million as of 31 December 2014
to RMB226.5 million as of 31 December 2015, primarily due to increases in trade related amounts due to related
parties and notes payable.

The Group's inventories comprise raw materials (including packaging materials), work-in-progress and finished
products. The Group’s inventories increased by RMB48.6 million from RMB422.8 million as of 31 December 2014
to RMB471.4 million as of 31 December 2015, primarily reflecting a decrease in sale volume.

As of 31 December 2015, the Group has sufficient working capital and financial resources to support its regular
operations.
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Foreign exchange risk

The Group's normal operating activities are principally conducted in RMB, since all of its operating subsidiaries
are based in the PRC. As of 31 December 2015, most of the operating entities’ revenue, expenses, assets and
liabilities were denominated in RMB. The Group's foreign exchange risk mainly arises from the portion of its sales
and purchases of products denominated in USD and Japanese Yen and financing activities denominated in USD
and HKD. The Directors are of the view that the Group does not have significant foreign currency risk and RMB
will continue to stabilise after going through a downward adjustment in 2015. By the end of 2015, the Group had
substantially reduced its foreign currency exposure by paying off the USD and HKD bank borrowings or replacing
them with RMB bank borrowings.

Any future depreciation of the RMB could adversely affect the value of any dividends the Group pays to its
Shareholders. The Group currently does not engage in hedging activities designed or intended to manage such
exchange rate risk.

Contingent liabilities
The Group had no material contingent liabilities as of 31 December 2015.
Employee and Remuneration Policy

As of 31 December 2015, the Group had a total of 5,049 employees, with 5,045 employees in the PRC and 4
employees in Hong Kong. For the year ended 31 December 2015, the staff costs of the Group was RMB290.9
million, compared to RMB286.2 million for the year ended 31 December 2014.

The Group's employee remuneration policy is determined by reference to factors such as remuneration in respect
of the local market, the overall remuneration standard in the industry, inflation level, corporate operating efficiency
and employee performance. The Group conducts performance appraisals once every year for its employees,
the results of which are applied in annual salary review and promotion assessment. The Group’s employees are
considered for annual bonuses according to certain performance criteria and appraisal results. Social insurance
contributions are made by the Group for its PRC employees in accordance with the relevant PRC regulations.

The Group also provides continuous learning and training programs to its employees to enhance their skills and
knowledge, so as to maintain their competitiveness and improve customer services. The Group did not experience
any major difficulties in recruitment, nor did it experience any material loss in manpower or any material labour
dispute during the year ended 31 December 2015.

The Company adopted a share option scheme on 17 December 2010. During the years ended 31 December 2010
and 2011, no share options were granted. Subsequently, the Company granted share options to subscribe for an
aggregate of 7,046,000 shares on 6 January 2012 to certain Directors, employees and independent third party
distributors of the Group and an aggregate of 1,307,000 share options on 12 January 2012 to certain Directors.
On 18 March 2013, the Company granted share options to certain Directors, employees and independent third
party distributors of the Group to subscribe for an aggregate of 8,353,000 shares. These share options vest in
tranches over a period of up to 3 years. During the years ended 31 December 2015 and 31 December 2014, no
share options were granted. During the year ended 31 December 2015, the share options which were granted
on 6 January 2012 and 12 January 2012 were lapsed due to the expiry of 3 years vesting period.
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Directors
Executive Directors

LEE Rie-Ho (Z%#’1), aged 80, is an executive Director and the Chairman of the Group. He was appointed as the
Director and Chairman on 22 April 2010 and was redesignated as an executive Director on 31 August 2011. Mr.
Lee is also a member of the remuneration committee of the Company. He is primarily responsible for the overall
corporate strategy, expansion and investment decisions of the Group. Mr. Lee has over 65 years of experience in
the tea industry. He is one of the founders of the Group and has served as the Chairman since 1993. Before co-
founding the Group in 1993, Mr. Lee founded Ten Ren Tea Co., Ltd. (RIZZRERH BR A F)) (‘Ten Ren”) in 1975
in Taiwan. Ten Ren is in the business of the manufacturing and retail sales of tea leaves and various tea products
through its self-operated and franchise stores in Taiwan, the United States of America (the “United States”) and
Canada. Ten Ren has been listed on the main board of the Taiwan Stock Exchange (Stock code: 1233) since
1999. Mr. Lee has extensive personal and business connections in the tea industry. He was named “Worldwide
King of Tea (R T by People’s Daily (AFKH #R) in 2000. Mr. Lee is the father of Mr. Lee Chia Ling and Mr.
Lee Kuo-Lin and the uncle of Mr. Lee Shih-Wei and Mr. Lee Min-Zun, the chief financial officer of the Company.
With extensive experience in the tea industry, Mr. Lee has led the Group to become a leader in the tea industry
in the PRC by promoting the Group’s business and developing a well-known premium brand. In recognition
of Mr. Lee’s character, integrity and contribution to the local development of Zhangzhou, Mr. Lee Rie-Ho was
awarded honorary citizenship by the People’'s Government of Zhangzhou in 2000. Since 2000, Mr. Lee has also
been appointed as the Citizen Supervisor of Police Discipline (ZRE K EE &) in Zhangzhou. As part of the
selection criteria of the PRC authorities, preferable candidates of Citizen Supervisor of Police Discipline include
deputies of People’s Congress, members of People’s Political Consultative Conference, journalists and well-known
persons in the community and only candidates with a strong sense of responsibility, care and support for public
security work may be re-appointed.

LEE Shih-Wei (Z= 1t {£), aged 56, is an executive Director and the Vice Chairman of the Group. He was appointed
as the executive Director on 31 August 2011. Mr. Lee is one of the founders of the Group, and is primarily
responsible for the management of the Group and coordination of the factory operations and retail businesses of
the Group. He has been a director of the Group since 1997. Mr. Lee has more than 30 years of experience in the
tea industry. Between 1987 and 1998, he worked for Ten Ren in Taiwan, and acted as the head of the international
trading department of Ten Ren since 1987. Mr. Lee has been a director of Ten Ren since 2007. Mr. Lee joined the
Group in 1993 and served as the general manager of f8NAXBHRFE A R A 7] (Fuzhou Tianfu Tea Industry Co,,
Ltd.) from 1993 to 1997. Mr. Lee is a nephew of Mr. Lee Rie-Ho and a cousin of both Mr. Lee Kuo-Lin and Mr. Lee
Chia Ling. He graduated from National Chung Hsing High School (previously known as Taiwan Provincial Chung
Hsing High School) in 1978.
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LEE Chia Ling (ZZX ), aged 53, is an executive Director and the Chief Executive Officer of the Group. He
was appointed as the Director on 22 April 2010 and was designated as an executive Director on 31 August
2011. He is also a member of the remuneration committee of the Company. He has been one of the authorised
representatives of the Company since 27 August 2012. Mr. Lee is one of the founders of the Group and is primarily
responsible for the overall management, business development and the daily operations of the Group as well as
the implementation of the business strategies. He has more than 25 years of experience in the tea industry. Mr.
Lee joined Ten Ren as an executive assistant to the manager of tea business development in 1991 and was then
appointed as the executive assistant to the chairman (EE &4 RIBNIE) in Taiwan, responsible for assisting the
chairman with the overall management of Ten Ren, and subsequently became a director of the domestic sales
department of Ten Ren in Taiwan in the same year. Mr. Lee joined the Group as the deputy general manager (&l/4&
#I8) in 1996 and was appointed as general manager in 1997. Mr. Lee is the son of Mr. Lee Rie-Ho and the younger
brother of Mr. Lee Kuo-Lin and a cousin of both Mr. Lee Shih-Wei and Mr. Lee Min-Zun. He obtained a master’s
degree in business administration from Oklahoma City University in the United States in 1990.

LEE Kuo-Lin (ZE ), aged 54, is an executive Director and the Chief Operating Officer of the Group. He was
appointed as the executive Director on 31 August 2011. Mr. Lee is also a member of the nomination committee
of the Company. He is primarily responsible for the overall management of the tea processing operations. Mr.
Lee has more than 25 years of experience in the tea industry. Before joining the Group, between 1989 to 1997,
Mr. Lee worked for and eventually became the chief executive officer of Uncle Lee's Tea Inc. based in the United
States. Mr. Lee is the chairman of certain subsidiaries of the Group, including J& /N XK@ Z %GR A 7] (Zhangzhou
Tianfu Tea Industry Co,, Ltd.) since 1998, and & A48 B . 4 & B BR 2 7] (Zhangpu Tian Fu Tea Garden Co,, Ltd))
since 1999. Mr. Lee is the son of Mr. Lee Rie-Ho and the elder brother of Mr. Lee Chia Ling and a cousin of both
Mr. Lee Shih-Wei and Mr. Lee Min-Zun. He received his associate in arts degree from Los Angeles City College in
the United States in 1988.

Non-executive Directors

TSENG Ming-Sung (& 8J§), aged 59, is a non-executive Director. He was appointed as the non-executive
Director on 31 August 2011. Mr. Tseng is also a member of the audit committee of the Company. Mr. Tseng is
one of the founders of the Group and is responsible for advising on the overall corporate finance plans of the

Group. Mr. Tseng has been the chief executive officer of XA B BBt (Ten Xin Traditional Chinese Medicine

Hospital) since 1998. He is also the director of the following entities: K/Ux & 2 EER% {5 F R 2 F) (Ten Xin Ginseng
Company Limited) since 1998, XJE B % E /%0 AR 72 7] (Ten Lu Entertainment Co. Ltd) since 2003, A= F
BEERMAMR AT (Tai Ren Development Co., Ltd.) since 2003, KIZHE XL EEE (Ten Ren Tea Culture
Foundation) since 1994, and K@% E %D B R A7) (Ten Fu Investment Co. Ltd.) since 201O Mr. Tseng obtained

a bachelor's degree in mechanical engineering from Chung Yuan Christian University in Taiwan in 1979.

WEI Ke (B8 ™), aged 42, is a non-executive Director. He was appointed as the non-executive Director on 27 August
2012. Mr. Wei is a Managing Director at the General Atlantic private equity firm and focuses on General Atlantic’s
investment opportunities in Greater China. Prior to joining General Atlantic, Mr. Wei served as an Investment
Principal at Actis, an emerging market private equity firm, from 2008 to 2009. He also worked at Boston Consulting
Group from 2005 to 2008. Mr. Wei earned his master's degree in Business Administration from Harvard Business
School in 2005, and his bachelor’s degree in Science and English from University of Science and Technology,
Beijing in 1996. Mr. Wei is also a non-executive director of Xiabuxiabu Catering Management (China) Holdings
Co., Ltd. (stock code: 0520), a company listed on the main board of the Stock Exchange.
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Independent Non-executive Directors

LO Wah Wai (EZ &), aged 52, is an independent non-executive Director. He was appointed as the independent
non-executive Director on 31 August 2011. Mr. Lo is the chairman of the audit committee of the Company. He
is also a member of the nomination committee and the remuneration committee of the Company. Mr. Lo holds
a bachelor’s degree in business administration from the Chinese University of Hong Kong and a master’s degree
in management science from New Jersey Institute of Technology in the United States. He is a practising member
of the Hong Kong Institute of Certified Public Accountants and is a member of the American Institute of Certified
Public Accountants. Mr. Lo has more than 25 years' service experience in auditing and business consulting
services, in which he had more than seven years’ experience in auditing and business consulting services in an
international accounting firm (Deloitte Touche Tohmatsu), of which two years were spent in the United States.
Mr. Lo is also an independent non-executive director of Chongging Machinery & Electric Co., Ltd. (Stock code:
2722), a company listed on the main board of the Stock Exchange.

LEE Kwan Hung (Z=3191H), aged 50, is an independent non-executive Director. He was appointed as the
independent non-executive Director on 31 August 2011. Mr. Lee is the chairman of the nomination committee.
He is also a member of the audit committee and the remuneration committee. Mr. Lee received his Bachelor of
Laws (Honours) degree and Postgraduate Certificate in Laws from the University of Hong Kong in 1988 and 1989
respectively. He was then admitted as a solicitor in Hong Kong in 1991 and in the United Kingdom in 1997. Mr.
Lee was a senior manager of the Listing Division of the Stock Exchange from 1993 to 1994 and was a partner of
a famous law firm in Hong Kong from 2001 to 2011. He is currently a practising lawyer, joined Howse Williams
Bowers as a consultant on 1 July 2014 and serves as an independent non-executive director of various companies
listed on the Main Board of the Stock Exchange, including Embry Holdings Limited; NetDragon Websoft Inc.; Asia
Cassava Resources Holdings Limited; Futong Technology Development Holdings Limited; Newton Resources Ltd;
Walker Group Holdings Limited; Red Star Macalline Group Corporation Ltd.; China Goldjoy Group Limited; FSE
Engineering Holdings Limited; Ten Pao Group Holdings Limited; China BlueChemical Ltd. and Landsea Green
Properties Co., Ltd. Mr. Lee was also an independent non-executive director of Yuexiu REIT Asset Management
Limited and Far East Holdings International Limited (both of which are listed on the Main Board of the Stock
Exchange).

FAN Ren Da, Anthony (SB1=3), aged 56, is an independent non-executive Director. He was appointed as the
independent non-executive Director on 31 August 2011. Mr. Fan is the chairman of remuneration committee of
the Company. He is also a member of the audit committee and the nomination committee of the Company. Mr.
Fan holds a master’s degree in business administration from the University of Dallas in the United States. He is
currently the chairman of Asialink Capital Limited CRIREAAREBR AR, Mr. Fan serves as an independent non-
executive director of various listed companies, including Raymond Industrial Limited, CITIC Resources Holdings
Limited, Uni-President China Holdings Ltd, Renhe Commercial Holdings Company Limited, Hong Kong Resources
Holdings Company Limited, Shanghai Industrial Urban Development Group Limited, Guodian Technology &
Environment Group Corporation Limited, Technovator International Limited, LT Commercial Real Estate Limited,
China Development Bank International Investment Limited, CGN Meiya Power Holdings Co., Ltd. and Neo-Neon
Holdings Limited, which are all listed on the main board of the Stock Exchange.
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Senior management

LEE Min-Zun (Z#§12), aged 51, is the Chief Financial Officer of the Company. Mr. Lee was an executive Director
between 31 August 2011 and 27 August 2012. Mr. Lee is primarily responsible for the corporate finance operations
and the overall financial and accounting affairs of the Group. He has over 15 years of finance experience. Before
joining the Group, Mr. Lee was the assistant and deputy general manager of the corporate finance department
of Ten Ren in 1999 and 2000, respectively and was responsible for its general financial affairs. Mr. Lee has been
the supervisor (B52X A) of Ten Ren since 2004. Mr. Lee is a nephew of Mr. Lee Rie-Ho and a cousin of both Mr.
Lee Kuo-Lin and Mr. Lee Chia Ling. He graduated from Northrop University in the United States with a master’s
degree in business administration in 1989.

LEE Shen-Chih (Z558), aged 71, is the Deputy President of the Company. He is responsible for procurement of
raw materials, market research, and formulating and executing the overall production and procurement strategies
of the Group. He joined the Group in 2007. He graduated from the University of Texas at Austin in the United
States with a master’s degree in social work studies in 1985. Mr. Lee was the chairman of Ten Ren between 1990
and 2007, and has been the director of KIZZHE X (L& & & (Ten Ren Tea Culture Foundation) since 1991, )
RER D AR AT (Lu Yu Tea Artcraft Co,, Ltd.) since September 1993, and XE B L F XM AR A7) (Tenlu
Leisure Business Co., Ltd.) from November 2004 to August 2007. Mr. Lee is a founder of the Rotary Club of Taipei
Hsin-Yi branch in 1987. He is a cousin of Mr. Lee Rie-Ho.

LEE Mao-Ling (Z& M), aged 54, is the Deputy General Manager of the General Administration Department of
the Company. He is responsible for assisting in the overall corporate management and marketing planning and
development of the Group. Between 1987 and 1995, he was the executive assistant to the chairman of FE A 2
I& 1D BBR AR (Lu Yu Tea Artcraft Co., Ltd)), and the director and assistant manager of the Enterprise Resources
Planning Department and Business Development Department of Ten Ren respectively. Before joining the Group
in 2001, Mr. Lee worked for HEE &5 B PR A 5] (Apex Medical Corp.) as manager of its Domestic Sales Division.
Mr. Lee graduated from National Chung Hsing University in Taiwan 1985, majoring in agricultural transportation
and sales.

LEE Yen-Ping (ZER), aged 46, is the Head of the Marketing and Enterprise Planning Department of the
Company. He is responsible for the business positioning, brand development, product research and development
and the overall marketing initiatives of the Group. He joined the Group as the manager of the sale planning
department in 2004. Mr. Lee was the manager of the Procurement and Research and Development Division of Ten
Ren in 1996 and 2001, respectively. In 2003, he worked as the sales manager of Ten Ren Tea & Ginseng Co., Ltd.
in Toronto, Canada. Mr. Lee graduated from Tsoying Senior High School (/5% M 3 72 & & ) in Taiwan in 1988.
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Corporate Governance Report

The Board is pleased to present this Corporate Governance Report in the Group’s Annual Report for
the year ended 31 December 2015.

Corporate governance practices

The Group strives to maintain high standards of corporate governance to enhance Shareholder value and
safeqguard Shareholder interests. The Group's corporate governance principles emphasize the importance of a
quality Board, effective internal controls and accountability to Shareholders.

For the year ended 31 December 2015, the Company has complied with the code provisions included in the
Corporate Governance Code (the “Corporate Governance Code”) as set out in Appendix 14 to the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Listing Rules”) and there has been
no deviation from the code provisions as set forth under the Corporate Governance Code for the year ended 31
December 2015.

The Company reviews its corporate governance practices regularly to ensure compliance with the Corporate
Governance Code.

The Board of Directors
Responsibilities

The Board is responsible for leadership and control of the Company and oversees the Group's businesses, strategic
decisions and performance. The Board has delegated to the Chief Executive Officer, of which the Directors also
undertake, and through him, to the senior management the authority and responsibility for the day-to-day
management and operation of the Group. In addition, the Board has established Board committees and has
delegated to these Board committees various responsibilities as set out in their respective terms of reference.

All Directors shall ensure that they carry out duties in good faith, in compliance with applicable laws and
regulations, and in the interests of the Company and its Shareholders at all times.

The Company has arranged for appropriate insurance cover for Directors’ and officers’ liabilities in respect of legal
actions against its Directors and senior management arising out of corporate activities.
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Board composition

Membership of the Board is currently made up of nine members in total, with four executive Directors, two non-
executive Directors and three independent non-executive Directors.

The Company has complied with Rule 3.1T0A of the Listing Rules for the Board to have at least one-third of its
membership comprising independent non-executive Directors. The composition of the Board is set out below:

Executive Directors

Mr. LEE Rie-Ho Chairman

Mr. LEE Shih-Wei Vice Chairman

Mr. LEE Chia Ling Chief Executive Officer
Mr. LEE Kuo-Lin Chief Operating Officer

Non-executive Directors

Mr. TSENG Ming-Sung

Mr. WEI Ke

Independent Non-executive Directors
Mr. LO Wah Wai

Mr. LEE Kwan Hung

Mr. FAN Ren Da, Anthony

The list of Directors (by category) is also disclosed in all corporate communications issued by the Company
pursuant to the Listing Rules from time to time. The independent non-executive Directors are expressly identified
in all corporate communications pursuant to the Listing Rules.

The relationships among the members of the Board are disclosed under “Directors and Senior Management” on
pages 18 to 21 of this annual report.

During the year ended 31 December 2015, the Board at all times complied with the requirements of the Listing
Rules relating to the appointment of at least three independent non-executive Directors with at least one
independent non-executive Director possessing appropriate professional qualifications or accounting or related
financial management expertise.

The Company has received written annual confirmation from each independent non-executive Director of his
independence pursuant to the requirements of the Listing Rules. The Company considers all independent non-
executive Directors to be independent in accordance with the independence guidelines as set out in the Listing
Rules.

All Directors, including non-executive Directors and independent non-executive Directors, have brought a wide
spectrum of valuable business experience, knowledge and professionalism to the Board for its efficient and
effective functioning. Independent non-executive Directors are invited to serve on the Audit, Remuneration and
Nomination Committees of the Company.
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Chairman and Chief Executive Officer

The roles and duties of the Chairman and the Chief Executive Officer of the Company are carried out by different
individuals and have been clearly defined in writing.

The Chairman of the Board is Mr. Lee Rie-Ho and the Chief Executive Officer is Mr. Lee Chia Ling. The positions
of Chairman and Chief Executive Officer are held by separate persons in order to preserve independence and
a balance of views and judgement. With the support of the senior management, the Chairman is responsible
for ensuring that the Directors receive adequate, complete and reliable information in a timely manner and
appropriate briefing on issues arising at Board meetings. The Chief Executive Officer focuses on implementing
objectives, policies and strategies approved and delegated by the Board. He is in charge of the Group's day-to-
day management and operations. The Chief Executive Officer is also responsible for developing strategic plans
and formulating the organizational structure, control systems and internal procedures and processes for the
Board's approval.

Appointment and re-election of Directors

Each of our Directors is engaged on a service contract for a term of three years, and the appointment may be
terminated by not less than three months’ notice in writing.

In accordance with the Company’s Articles of Association, all Directors are subject to retirement by rotation at
least once every three years and any new Director appointed by the Board to fill a causal vacancy shall submit
himself/herself for re-election by Shareholders at the first general meeting after appointment or in case as an
addition to the Board, the new Director shall hold office only until the next following annual general meeting of
the Company and then be eligible for re-election.

The procedures and process of appointment, re-election and removal of Directors are laid down in the Company’s
Articles of Association. The Nomination Committee established on 31 August 2011 is to be responsible for
reviewing the Board composition, monitoring the appointment and succession planning of directors and assessing
the independence of independent non-executive Directors.

The Board is collectively responsible for performing the corporate governance duties and formalised the inclusion
of the following corporate governance duties into the terms of reference of the Board:

(a) to develop and review the Company’s policies and practices on corporate governance and make
recommendations to the Board;

(b)  to review and monitor the training and continuous professional development of Directors and senior
management;

(@) to review and monitor the Company’s policies and practices on compliance with legal and regulatory
requirements;

(d)  to develop, review and monitor the code of conduct and compliance manual (if any) applicable to
employees and Directors; and

(e) to review the Company’s compliance with the Corporate Governance Code and disclosure in the corporate
governance report in the annual report of the Company.
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The Board has adopted a board diversity policy setting out the approach to diversity of members of the Board.
The Company recognises and embraces the benefits of diversity of Board members. It endeavours to ensure
that the Board has a balance of skills, experience and diversity of perspectives appropriate to the requirements
of the Company’s business. All Board appointments will continue to be made on a merit basis with due regard
for the benefits of diversity of the Board members. Selection of candidates of Board members will be based on a
range of diversity perspectives, including but not limited to gender, age, cultural and educational background,
experience (professional or otherwise), skills and knowledge. The ultimate decision will be made upon the merits
and contribution that the selected candidates will bring to the Board.

Nomination Committee

The Nomination Committee comprises four members, namely Mr. Lee Kwan Hung (Chairman), Mr. Lee Kuo-Lin,
Mr. Fan Ren Da, Anthony and Mr. Lo Wah Wai, the majority of which are independent non-executive Directors.

The principal duties of the Nomination Committee include reviewing the structure, size and composition of the
Board regularly, making recommendations to the Board on 