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

MERRY GARDEN HOLDINGS LIMITED
美麗家園控股有限公司

(Incorporated in the Cayman Islands with limited liability)

GLOBAL OFFERING

Number of Offer Shares: 180,000,000 Shares (subject to the Over-allotment
Option)

Number of Hong Kong Offer Shares: 18,000,000 Shares (subject to re-allocation)
Number of International Placing Shares: 162,000,000 Shares (subject to re-allocation and the

Over-allotment Option)
Maximum Offer Price: HK$1.15 per Offer Share (payable in full on application,

plus brokerage of 1.0%, SFC transaction levy of 0.003%
and Hong Kong Stock Exchange trading fee of 0.005%

Nominal value: HK$0.01 per Share
Stock code: 1237

Sole Sponsor

Sole Global Coordinator, Bookrunner and Lead Manager

A copy of this prospectus, having attached thereto the documents specified in the sections entitled “Documents Delivered To The Registrar
of Companies in Hong Kong” and “Documents Available for Inspection” in Appendix VII of this prospectus, has been registered with the
Registrar of Companies in Hong Kong as required by Section 342C of the Companies Ordinance (Chapter 32 of the Laws of Hong Kong).
The Securities and Futures Commission and the Registrar of Companies in Hong Kong take no responsibility as to the contents of this
prospectus or any other documents referred to above. Hong Kong Exchanges and Clearing Limited, The Hong Kong Stock Exchange
Limited and Hong Kong Securities Clearing Company Limited take no responsibility for the contents of this prospectus, make no
representation as to its accuracy or completeness and expressly disclaim any liability whatsoever for any loss howsoever arising from or
in reliance upon the whole or any part of the contents of this prospectus.

The Offer Price is expected to be determined by agreement between our Company and the Sole Global Coordinator (for itself and on behalf
of the Underwriters) on the Price Determination Date. The Price Determination Date is expected to be on or around 29 June 2012, but
in any event no later than 4 July 2012.

The Offer Price will be not more than HK$1.15 per Offer Share and is currently expected to be not less than HK$1.00 per Offer Share
unless otherwise announced. Investors applying for Hong Kong Offer Shares must pay, on application, the maximum Offer Price of
HK$1.15 per Offer Share, unless otherwise announced, together with brokerage of 1.0%, SFC transaction levy of 0.003% and Hong Kong
Stock Exchange trading fee of 0.005%, subject to refund if the Offer Price is lower than HK$1.15. The Sole Global Coordinator (for itself
and on behalf of the Underwriters) may, with the consent of our Company, reduce the number of Offer Shares being offered under the
Global Offering and/or the indicative Offer Price range stated in this prospectus at any time on or prior to the morning of the last day
for lodging applications under the Hong Kong Public Offer. In such a case, a notice of the reduction in the number of Offer Shares being
offered under the Global Offering and/or of the indicative offer price range will be published on the Stock Exchange’s website at
www.hkexnews.hk and our Company’s website at www.merrygardenholdings.com not later than the morning of the last day for lodging
applications under the Hong Kong Public Offer. If applications for Hong Kong Offer Shares have been submitted prior to the day which
is the last day for lodging applications under the Hong Kong Public Offer, then even if the number of Offer Shares and/or indicative offer
price range is so reduced, such applications cannot subsequently be withdrawn. Further details are set out in the sections entitled
“Structure of the Global Offering” and “How to Apply for Hong Kong Offer Shares” in this prospectus. If, for any reason, the Offer Price
is not agreed between our Company and the Sole Global Coordinator (for itself and on behalf of the Underwriters) on or before 4 July
2012, the Global Offering will not proceed and will lapse.

Prior to making an investment decision, prospective investors should consider carefully all of the information set out in this prospectus
and the related Application Forms, including the risk factors set out in the section entitled “Risk Factors” in this prospectus.

Pursuant to the termination provisions contained in the Underwriting Agreements in respect of the Offer Shares, the Sole Global
Coordinator, for itself and on behalf of the Underwriters, has the right in certain circumstances, in its sole discretion, to terminate the
obligations of the Underwriters pursuant to the Underwriting Agreements at any time prior to 8:00 a.m. (Hong Kong time) on the Listing
Date (which is currently expected to be 6 July 2012). Further details of the terms of the termination provisions are set out in the paragraph
entitled “Grounds for termination” under the section entitled “Underwriting” in this prospectus. It is important that you refer to that
section for further details.

The Offer Shares have not been and will not be registered under the U.S. Securities Act or any state securities law in the United States
and may not be offered, sold, pledged or transferred, except pursuant to an exemption from, or in a transaction not subject to, the
registration requirements of the U.S. Securities Act and in accordance with any applicable U.S. State securities laws.
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Our Company will issue an announcement in Hong Kong to be published in The Standard (in

English) and the Hong Kong Economic Journal (in Chinese) and on the Stock Exchange’s website at

www.hkexnews.hk and our Company’s website at www.merrygardenholdings.com if there is any

change in the following expected timetable of the Hong Kong Public Offer.

Latest time to complete electronic applications

under the White Form eIPO service through

the designated website www.eipo.com.hk(3) . . . . . . . . . . . .11:30 a.m. on Thursday, 28 June 2012

Application lists open(2) . . . . . . . . . . . . . . . . . . . . . . . . . . . .11:45 a.m. on Thursday, 28 June 2012

Latest time for lodging White and Yellow
Application Forms and giving electronic
application instructions to HKSCC(4) . . . . . . . . . . . . . . .12:00 noon on Thursday, 28 June 2012

Latest time to complete payment of White Form eIPO
applications effecting internet banking transfer(s)

or PPS payment transfer(s) . . . . . . . . . . . . . . . . . . . . . . . .12:00 noon on Thursday, 28 June 2012

Application lists close(2) . . . . . . . . . . . . . . . . . . . . . . . . . . .12:00 noon on Thursday, 28 June 2012

Expected Price Determination Date(5) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Friday, 29 June 2012

Announcement of the Offer Price, the indication of the levels

of interest in the International Placing, the results of

applications in respect of the Hong Kong Public Offer

and the results and basis of allotment under the Hong Kong

Public Offer to be published in the The Standard (in English)

and the Hong Kong Economic Journal (in Chinese) and on

the Stock Exchange’s website at www.hkexnews.hk and our

Company’s website at www.merrygardenholdings.com from . . . . . . . . . . .Thursday, 5 July 2012

Results of allocations in the Hong Kong Public Offer

(with successful applicants’ identification document

numbers, where appropriate) to be available through

a variety of channels as described in the section entitled

“How to Apply for the Hong Kong Offer Shares —

Results of allocations” from . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .Thursday, 5 July 2012

Results of allocations in the Hong Kong Public Offer will be

available at www.iporesults.com.hk with a “search by ID” function . . . . .Thursday, 5 July 2012

Despatch of Share certificates in respect of
wholly or partially successful applications pursuant
to the Hong Kong Public Offer on or before(6) . . . . . . . . . . . . . . . . . . . . . .Thursday, 5 July 2012

EXPECTED TIMETABLE
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Despatch of White Form e-Refund Payment instructions/refund cheques
in respect of wholly successful (if applicable) or wholly
or partially unsuccessful applications pursuant to the
Hong Kong Public Offer on or before(7) . . . . . . . . . . . . . . . . . . . . . . . . . . .Thursday, 5 July 2012

Dealings in Shares on the Hong Kong Stock Exchange
to commence on . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .Friday, 6 July 2012

(1) All times refer to Hong Kong local time. Details of the structure of the Global Offering, including its conditions, are set
out in the section entitled “Structure of the Global Offering” in this prospectus. If there is any change in this expected
timetable, an announcement will be published in The Standard in English and in the Hong Kong Economic Journal in
Chinese and on the Stock Exchange’s website at www.hkexnews.hk and our Company’s website at
www.merrygardenholdings.com.

(2) If there is a “black” rainstorm warning or a tropical cyclone warning signal number eight or above in force in Hong Kong
at any time between 9:00 a.m. and 12:00 noon on Thursday, 28 June 2012, the application lists will not open and close
on that day. Please see the paragraph entitled “Effect of bad weather conditions on the opening of the application lists”
under the section entitled “How to apply for Hong Kong Offer Shares” in this prospectus. If the application lists do not
open and close on Thursday, 28 June 2012, the dates mentioned in this section entitled “Expected Timetable” may be
affected.

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

(4) Applicants who apply by giving electronic application instructions to the HKSCC should refer to the paragraph entitled
“How to apply by giving electronic application instructions to HKSCC” under the section entitled “How to apply for
Hong Kong Offer Shares” in this prospectus.

(5) The Price Determination Date, being the date on which the Offer Price is to be determined, is expected to be on or about
Friday, 29 June 2012 and, in any event, not later than Wednesday, 4 July 2012. If, for any reason, the Offer Price is not
agreed by our Company and the Sole Global Coordinator (for itself and on behalf of the Underwriters), the Global
Offering (including the Hong Kong Public Offer) will not proceed and will lapse.

(6) Applicants who apply for 1,000,000 or more Hong Kong Offer Shares and have indicated in their Application Forms that
they wish to collect Share certificates (if applicable) and refund cheques (if applicable) in person may do so from our
Hong Kong Share Registrar, Computershare Hong Kong Investor Services Limited, at Shops 1712-1716, 17th Floor,
Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong from 9:00 a.m. to 1:00 p.m. on Thursday, 5 July 2012
or any other date notified by us in the newspapers as the date of despatch/collection of Share certificates/e-Refund
payment instructions/refund cheques. Applicants being individuals who opt for personal collection must not authorise
any other person to make their collection on their behalf. Applicants being corporations who opt for personal collection
must attend by sending their authorised representatives each bearing a letter of authorisation from his corporation
stamped with the corporation’s chop. Both individuals and authorised representatives (if applicable) must produce, at the
time of collection, evidence of identity acceptable to our Hong Kong Share Registrar. Applicants who have applied on
Yellow Application Forms may not elect to collect their Share certificates, which will be deposited into CCASS for the
credit of their designated CCASS Participants’ stock accounts or CCASS Investor Participant stock accounts, as
appropriate. Uncollected Share certificates and refund cheques will be despatched by ordinary post to the addressees
specified in the relevant applications at the applicants’ own risk. Further information is set out in “How to Apply for
Hong Kong Offer Shares”.

(7) e-Refund payment instructions/refund cheques will be issued in respect of wholly or partially unsuccessful applications
and also in respect of successful applications in the event that the Offer Price is less than the initial price per Hong Kong
Offer Share payable on application. Part of your Hong Kong identity card number/passport number, or, if you are joint
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applicants, part of the Hong Kong identity card number/passport number of the first-named applicant, provided by you

may be printed on your refund cheque, if any. Such data would also be transferred to a third party to facilitate your

refund. Your banker may require verification of your Hong Kong identity card number/ passport number before

encashment of your refund cheque. Inaccurate completion of your Hong Kong identity card number/passport number may

lead to delay in encashment of your refund cheque or may invalidate your refund cheque. Further information is set out

in “How to Apply for Hong Kong Offer Shares” in this prospectus.

Share certificates will only become valid certificates of title provided that the Hong Kong
Public Offer has become unconditional in all respects and neither of the Underwriting
Agreements has been terminated in accordance with its terms. Investors who trade Shares on the
basis of publicly available allocation details prior to the receipt of their Share certificates or
prior to the Share certificates becoming valid certificates of title do so entirely at their own risk.

For further details in relation to the Hong Kong Public Offer, see the sections entitled “How to

Apply for Hong Kong Offer Shares” and “Structure of the Global Offering” in this prospectus.
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This prospectus is issued by Merry Garden Holdings Limited solely in connection with the
Hong Kong Public Offer and the Hong Kong Offer Shares and does not constitute an offer to sell
or a solicitation of an offer to subscribe for or buy any security other than the Hong Kong Offer
Shares. This prospectus may not be used for the purpose of, and does not constitute, an offer to sell
or a solicitation of an offer to buy any security in any other jurisdiction or in any other
circumstances. No action has been taken to permit a public offering of the Offer Shares or the
distribution of this prospectus in any jurisdiction other than Hong Kong.

You should rely only on the information contained in this prospectus and the Application
Forms to make your investment decision. Our Company has not authorised anyone to provide you
with information that is different from what is contained in this prospectus and the Application
Forms. Any information or representation not made in this prospectus and the Application Forms
must not be relied on by you as having been authorised by our Company, the Sole Global
Coordinator, the Sole Sponsor, the Underwriters, any of their respective directors, or any other
person or party involved in the Global Offering.
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This summary aims to give you an overview of the information contained in this prospectus
and should be read in conjunction with the full set of this prospectus. Since this is only a
summary, it does not contain all the information that may be important to you. You should read
this prospectus in its entirety before you decide whether to invest in our Shares.

There are risks associated with any investment. Some of the particular risks in investing in
our Shares are set out in the section headed “Risk Factors” in this prospectus. You should read
that section carefully before you decide whether to invest in our Shares.

OVERVIEW

We are a wooden leisure products enterprise in the PRC covering the research and development,
design, production and sale of leisure household products and timber villas, sheds, and their related
parts and structures. We have launched a series of wooden leisure products in order to espouse a
leisure and natural lifestyle. We established our first self-operated store in December 2011. We plan
to establish more self-operated stores from 2012 to 2014, and such development will be our additional
business focus.

Our products are sold mainly to trading company customers and overseas retail companies with
a network of retail points of sales on an OEM and ODM basis. During the Track Record Period,
revenue from our OEM and ODM businesses increased from approximately RMB110.0 million for the
year ended 31 December 2009 to approximately RMB172.5 million for the year ended 31 December
2010 and further to approximately RMB240.9 million for the year ended 31 December 2011, which
accounted for approximately 100.0%, 86.4% and 78.5% respectively of our total revenue for the years
ended 31 December 2009, 2010 and 2011.

While we are able to maintain a substantial growth in revenue from our OEM and ODM
businesses, we have explored additional revenue sources by introducing our “Merry Garden 美麗家園”
branded products to the PRC market since 2010. Notwithstanding the introduction of our own-branded
products principally through engaging distributors and establishing self-operated stores, there has
been no material shift in our business model and we will maintain the development of our OEM and
ODM businesses. We engaged 4, 7 and 9 distributors to distribute our own-branded products as at 31
December 2010, 31 December 2011 and the Latest Practicable Date, respectively.

Our principal PRC customers are located in Fujian Province, Guangdong Province and Shanghai.
The market for our products is fragmented.

Our OEM and ODM businesses and the sales of our “Merry Garden 美麗家園” branded products

We sell our products through OEM and ODM arrangements and under our brand “Merry Garden
美麗家園”. Under our OEM arrangements, we manufacture products for our customers who set forth
specific requirements (such as blueprints, required materials for the products, anti-corrosive
technologies to be applied). For our ODM business, we provide our customers with design and
manufacturing services subject to their specific orders. Our own-branded products have been launched
since 2010 and are designed and produced by us. These products are sold under our own-brand “Merry
Garden 美麗家園”.

Our OEM and ODM businesses were our Group’s major source of revenue during the Track
Record Period and it has always been our focus to maintain and enhance our business relationships
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with our existing OEM and ODM customers and further develop our OEM and ODM networks. Given
the significance of and the contribution made by our OEM and ODM businesses, the introduction of
our own-branded products will not represent a material shift in our business model.

The following table sets out the breakdown of the sales of our OEM, ODM and own-branded
products during the Track Record Period and for the four months ended 30 April 2012 (based on our
unaudited management accounts).

Years ended 31 December
Four months

ended 30 April
2009 2010 2011 2012

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

OEM 89,419 81.3 108,664 54.4 148,581 48.4 58,986 39.8
ODM 20,614 18.7 63,829 32.0 92,361 30.1 40,350 27.3
Merry Garden
美麗家園 — — 21,977 11.0 57,685 18.8 44,166 29.8

Others — — 5,133 2.6 8,524 2.7 4,563 3.1

110,033 100.0 199,603 100.0 307,151 100.0 148,065 100.0

For further details, please refer to the section headed “Business” of this prospectus.

OUR PRODUCTS AND SERVICES

Our principal products are divided into (i) leisure household products; and (ii) timber villas,
sheds and their related parts and structures. The following table shows the breakdown of our revenue
by product categories during the Track Record Period:

Years ended 31 December

2009 2010 2011

RMB’000 % RMB’000 % RMB’000 %

Leisure household products 92,680 84.2 158,712 79.5 217,285 70.8

Recreational products 30,522 27.7 45,789 22.9 74,750 24.3

Landscape garden
products 35,343 32.1 45,402 22.8 46,918 15.3

Outdoor and indoor
furniture 6,291 5.7 41,970 21.0 64,532 21.0

Pet-home designs 20,524 18.7 25,551 12.8 31,085 10.2

Timber villas, sheds and
their related parts and
structures 17,353 15.8 35,758 17.9 81,342 26.5

Others — — 5,133 2.6 8,524 2.7

110,033 100.0 199,603 100.0 307,151 100.0
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I. Leisure household products

We offer a wide range of leisure household products which can be further sub-divided into four
categories:

1. Recreational products

Our recreational products focus on children’s recreational and leisure activities, such as play
swings, children’s sand tables and outdoor rocking chairs. Our recreational products are used in public
parks and private gardens and courtyards, the design of which possess multi-functional characteristics.

2. Landscape garden products

Our landscape garden products are designed for use in both public and private outdoor areas such
as gardens, scenic spots, courtyards and parks. Our products under this category vary in nature and
size. They include flower carts, railings and litter bins.

3. Outdoor and indoor furniture

Our outdoor and indoor furniture includes patio furniture such as tables and chairs for outdoor
use, as well as indoor furniture which includes beds and cabinets. Such outdoor and indoor furniture
are designed to complement our other timber-made products such as landscape garden products.

4. Pet-home designs

We produce a variety of pet-home designs each with their own unique designs. We can also
custom-build these products according to our customer’s specifications. Examples include bird
houses, dog homes and playhouses, rabbit hutches and hamster cages, etc.

II. Timber villas, sheds and their related parts and structures

Our products under this category can be classified into timber villas, sheds, their related parts
and structures and treated logs. During the Track Record Period, we recorded revenue from the sales
of these products as follows:

Year ended 31 December

2009 2010 2011

RMB’000 RMB’000 RMB’000

Timber villas — 2,235 10,670

Non-residential timber sheds 7,223 5,556 9,967

Related parts and structures 10,130 22,644 45,461

Treated logs — 5,323 15,244

17,353 35,758 81,342

SUMMARY
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Our timber villas are used and installed at leisure resort clubs, tourist scenic spots and parks. We
design the timber villas based on our customers’ requirements and our designs are endorsed by
qualified design institutions prior to production. We then deliver our products in parts and arrange our
staff to provide on-site installation advice to our customers or third party contractors arranged either
through our customers or by us.

We also produce non-residential timber sheds for leisure or storage purposes including pavilions
and gazebos, etc. The size of our non-residential timber sheds ranges from 1.6 sq. m. to 17.5 sq.m.
These products are delivered in parts, which are packed together with the installation manuals and sold
in set.

Furthermore, we sell self-designed or custom made related parts or structures for timber villas
such as wooden frames, balconies and roofs. We usually do not offer installation services to our
customers and the installation work, if any, will be carried out by our customers themselves.

Apart from our readily designed products, we also sell logs whereby we apply different
production processes/treatments such as drying, coating, polishing and/or preservative treatments.
Please refer to the section headed “Business” of this prospectus for further details.

SALES

The following table sets out the geographical breakdown of our sales during the Track Record
Period and the four months ended 30 April 2012 (based on our unaudited management accounts):

Years ended 31 December
Four months

ended 30 April
20122009 2010 2011

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

The PRC 37 0.0 75,787 38.0 148,956 48.5 84,182 56.8

North America 68,737 62.5 73,545 36.8 101,220 33.0 38,486 26.0

Europe 10,057 9.1 12,376 6.2 39,613 12.9 16,972 11.5

Asia Pacific (exclusive
of the PRC) 31,202 28.4 37,895 19.0 17,362 5.6 8,425 5.7

110,033 100.0 199,603 100.0 307,151 100.0 148,065 100.0

International business

We sell our products to overseas markets through OEM/ODM arrangements with our trading
company customers and retail company customers. Our overseas markets cover North America, Asia
Pacific (exclusive of the PRC) and Europe.

During the Track Record Period, the U.S. government initiated various anti-dumping
investigations and imposed anti-dumping duties against some types of timber-made products
originated from the PRC. Furthermore, other overseas governments may also impose anti-dumping
duties against PRC originated products from time to time. During the Track Record Period and up to
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the Latest Practicable Date, we were not aware of any anti-dumping investigations or anti-dumping
duties imposed against our products nor had we exported any timber-made bedroom furniture to the
U.S. market or produced any timber floors which are subject to anti-dumping duties imposed by other
overseas governments. Our overseas sales accounted for approximately 100.0%, 62.0% and 51.5%
respectively of our total sales during the Track Record Period.

Our products sold to overseas markets are transported under free-on-board arrangements,
pursuant to which the legal title, risks and rewards of our products will pass to our overseas customers
when such products have passed the rail of ships appointed by our overseas customers at the exporting
ports in the PRC. Nonetheless, to lessen the potential impact of the imposition of anti-dumping duties
implemented by the U.S. government, our Group is reducing our reliance on the U.S. market by
developing new customers in the PRC and the European market.

The PRC Market

As the levels of domestic consumer spending in the PRC have increased, we introduced our
own-branded products into the PRC market in 2010 in order to explore additional revenue sources.
Sales in the PRC and from our own-branded products have increased since then. The increase in our
PRC sales is partly attributable to the launch of our “Merry Garden 美麗家園” branded products and
partly attributable to the shift in sales orders of one of our customers from HK GHS to Xiamen GHS
since 2010. In December 2011, we established and opened our first Merry Garden self-operated store
in Zhangping city, Fujian Province. We plan to establish more self-operated stores from 2012 to 2014,
and such development will be our additional business focus.

CUSTOMERS

The following table sets out the breakdown of our sales by sales channels during the Track
Record Period and the four months ended 30 April 2012 (based on our unaudited management
accounts):

Years ended 31 December
Four months

ended 30 April
20122009 2010 2011

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

Trading companies 100,968 91.8 144,286 72.3 214,459 69.8 90,468 61.1

End-user customers — — 29,275 14.7 51,205 16.7 24,872 16.8

Distributors — — 12,422 6.2 25,416 8.3 26,655 18.0

Retail companies 9,065 8.2 13,620 6.8 15,558 5.1 3,523 2.4

Store sales — — — 0.0 513 0.1 2,547 1.7

110,033 100.0 199,603 100.0 307,151 100.0 148,065 100.0

Trading companies

We sell our products to trading company customers in the PRC and the international market on
an OEM and ODM basis. To the best knowledge of the Directors, trading company customers will then
sell our products to their customers who are mainly overseas supermarkets and retailers.
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Some of our “Merry Garden 美麗家園” branded products were also sold to trading company

customers which then sold such products to the relevant domestic markets in the PRC. We exert no

control over their further distribution of our products.

End-user customers

We sell our “Merry Garden 美麗家園” branded products and our ODM products directly to our

end-user customers which are mainly located in the PRC. Our sales to our end-user customers are

mainly project-based. The products they purchased are mainly used in tourist attractions, parks and

municipal works projects.

Distributors

Since 2010 we have established a distribution network in the PRC in respect of our “Merry

Garden 美麗家園” branded products. As at the Latest Practicable Date, we had entered into distribution

agreements with nine distributors to sell our products through their own established retail sales points

in Fujian Province and Shanghai, the PRC. The term of the said distribution agreements ranges from

two to three years. Under the said distribution agreements, the distributors typically undertake a

minimum annual purchase requirement, the breach of which shall entitle us to terminate the said

distribution agreements. Further, the said distribution agreements also impose geographic limits for

sale and exclusive sales arrangements upon the distributors. For further details, please refer to the

section headed “Business” of this prospectus.

Retail companies

We also sell our OEM products directly to retail company customers such as retailers in Japan

and Germany who possess retail sales network such as supermarkets or through on-line internet sales.

These retail company customers sell our products through their own channels to end-user customers.

Store Sales

In December 2011, we established and opened our first self-operated store in Zhangping City,

Fujiang Province with a total gross floor area of 200 sq.m. We sell our “Merry Garden 美麗家園”

branded products through this self-operated store to end-user customers. It is our plan to establish

more self-operated stores from 2012 to 2014.

SUPPLIERS

Our raw materials are primarily softwoods which mainly comprise of sawn spruce boards, spruce

fine-blanking boards and sanded spruce boards. We also purchase semi-finished products from our

suppliers. During the Track Record Period, our timber raw materials (excluding timber-made

semi-finished products) accounted for approximately 68.1%, 58.8% and 61.4% respectively of our

total purchases.
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In addition to purchasing from the PRC market, since 2010 we have also imported raw materials

from suppliers located in North America and Australia. These raw materials are primarily logs or

wood-based panels. During the Track Record Period, we purchased approximately nil, RMB9.8

million and RMB27.2 million worth of raw materials from our international suppliers, representing

approximately nil, 8.5%, and 16.0% of our total purchases of raw materials, respectively. For further

details, please refer to the section headed “Business” of this prospectus.

ENVIRONMENTAL — INTERNATIONAL ACCREDITATIONS

Our Group takes environmental issues into account when we purchase raw materials. We have

obtained accreditations from FSC and PEFC which enable us to access environmentally-sensitive

markets. We purchase timber from planted forests and adopt FSC and PEFC measures in our

production process.

For the production of our products carrying FSC and PEFC labels, we are required to ensure that

only timber materials from FSC or PEFC certified suppliers are used. For other products, we adopt

various measures to ensure the legality of our timber raw materials source and to ensure our PRC and

international suppliers’ on-going compliance with the relevant environmental laws and regulations.

For instance, it is our policy to conduct inspections and reviews of our suppliers’ Business Licenses

(營業執照), Timber Harvest Licenses (採伐許可證), Timber Transportation Licences (木材運輸許可
證), certificates of origin and official plant quarantine certificates, etc.

Although the requirement to obtain FSC or PEFC accreditations limits our choice of suppliers,

such accreditations enable us to access environmentally-sensitive markets. Currently, all of our

products made from FSC or PEFC certificed materials are sold to our international markets. For the

years ended 31 December 2009, 2010 and 2011, the sales revenue contributed by our FSC/PEFC

certified products was RMB3.6 million, RMB21.6 million and RMB67.4 million which represented

approximately 0.5%, 10.8% and 21.9% of our turnover respectively. For further details, please refer

to the section headed “Business” of this prospectus.

CCA

Presently, many countries restrict the use of CCA that was widely used previously before ACQ-D

became popular. During the Track Record Period, we only applied CCA to our products under limited

circumstances upon the specific request of some of our PRC customers and all our products treated

with CCA were sold to our customers in the PRC market. Our revenue derived from sales of products

treated with CCA represented approximately nil, nil and 0.4% respectively of our total revenue for the

years ended 31 December 2009, 2010 and 2011. According to our PRC Legal Adviser, the use of CCA

is permitted in accordance with the relevant national standards in the PRC. Nonetheless, given the

recent industry trend of using ACQ-D as an alternative, we do not expect to continue the use of CCA

in the future.
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PRODUCTION FACILITIES

Our production facilities are situated in Zhangping city in south-west Fujian Province. As at the
Latest Practicable Date, we had seven production lines employing a total of 401 production staff.
During our production process, we apply different production processes/treatments according to the
specifications for different products which include timber drying treatment, coating process and
polishing process. Set out below is a table illustrating our production capacity and utilisation rates for
our timber drying facilities, coating facilities and polishing facilities during the Track Record Period:

Years ended 31 December

2009 2010 2011

Timber drying facilities

Maximum capacity (’000 m3) 41.0 47.3 68.3

Utilisation rate (%) 98.9 100.0 77.8

Coating facilities

Maximum capacity (’000 m3) 63.3 74.1 99.7

Utilisation rate (%) 80.2 91.7 93.2

Polishing facilities

Maximum capacity (’000 m3) 36.4 45.1 58.1

Utilisation rate (%) 91.8 93.5 97.1

During the Track Record Period, we either designed and manufactured our own products or
manufactured products as per our customer’s specifications and designs at our own production
facilities. During the high-season for our production (i.e. in winter), we purchase some semi-finished
products from other third parties. We will then further process these semi-finished products at our
production facilities. Please refer to the section headed “Business” of this prospectus for more details.

OUR COMPETITIVE STRENGTHS — HIGHLIGHTS

(i) We maintain long-term business relationships with our customers for our OEM/ODM businesses

(ii) Our “Merry Garden 美麗家園” brand’s anti-corrosive wood has been accredited as a Fujian Top
Brand

(iii) We possess competent product design capabilities

(iv) We are a wooden leisure household products enterprise with extensive experience in wood
preservation application technologies

(v) We have been accredited with certifications by various international institutions in our industry

(vi) We possess an experienced management team

BUSINESS STRATEGIES

(i) Maintaining and enhancing our business relationships with our existing OEM and ODM
customers and further developing our OEM and ODM networks

(ii) Expanding our production capacity and enhancing our production efficiency

(iii) Establishing self-operated stores in the PRC

(iv) Increasing our corporate profile and promoting our “Merry Garden 美麗家園” brand

(v) Enhancing our research and development and design capabilities

(vi) Expanding our business further through merger and acquisition activities
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We believe the above measures, building on our competitive strengths, will allow us to increase

profitability and our market share in both the overseas and the PRC markets.

SUMMARY FINANCIAL INFORMATION

Selected combined income statements and balance sheets data

Years ended 31 December

2009 2010 2011

RMB’000 RMB’000 RMB’000

Revenue 110,033 199,603 307,151

Gross profit 29,457 71,884 111,904

Profit before taxation 21,973 63,430 81,077

Income tax (5,581) (10,298) (10,370)

Profit for the year 16,392 53,132 70,707

The table below sets out the gross profit and gross profit margin by sales channels during the

Track Record Period and up to 30 April 2012 (based on our unaudited management accounts):

Years ended 31 December
Four months

ended 30 April

2009 2010 2011 2012

Gross
profit

Gross
profit

margin
Gross
profit

Gross
profit

margin
Gross
profit

Gross
profit

margin
Gross
Profit

Gross
Profit

Margin

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

Trading
companies 26,997 26.7 51,433 35.6 77,243 36.0 34,555 38.2

End-user
customers — — 11,360 38.8 19,158 37.4 9,249 37.2

Distributors — — 4,222 34.0 10,076 39.6 11,166 41.9

Retail
companies 2,460 27.1 4,869 35.7 5,114 32.9 1,221 34.7

Store sales — — — — 313 61.0 1,422 55.8

29,457 71,884 111,904 57,613
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Years ended 31 December

2009 2010 2011

% % %

Gross profit margin 26.8 36.0 36.4

Net profit margin 14.9 26.6 23.0

At 31 December

2009 2010 2011

RMB’000 RMB’000 RMB’000

Current assets 67,987 132,813 156,209

Current liabilities 72,032 114,382 118,649

Net current (liabilities)/assets (4,045) 18,431 37,560

NET ASSETS 41,883 74,350 146,594

Selected combined statements of cash flows data

Years ended 31 December

2009 2010 2011

RMB’000 RMB’000 RMB’000

Net cash generated from/(used in)
operating activities 555 (11,826) 61,541

Net cash used in investing activities (5,965) (13,114) (51,258)

Net cash generated from/(used in)
financing activities 5,457 25,279 (4,649)

Financial ratios

At 31 December

2009 2010 2011

% % %

Current ratio 94.4 116.1 131.7

Gearing ratio 45.1 59.7 52.9

For details, please refer to the section headed “Financial Information” of this prospectus.

Latest developments relating to our Group subsequent to the Track Record Period

Subsequent to 31 December 2011 and up to the Latest Practicable Date, we continued to focus
on the development of different products, and we intend to identify new OEM and ODM customers
through participation in various international and PRC exhibitions and sales conventions and through
placing advertisements. While we will maintain our development of the OEM and ODM businesses,
we expect a higher portion of revenue to be generated from the sales of our own-branded products.
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Our revenue for the four months ended 30 April 2012, which is derived from our unaudited

management accounts, amounted to approximately RMB148.1 million, of which RMB99.3 million was

contributed by the sales of our products under ODM/OEM arrangements. We also experienced a

growth in the sales of timber villas, sheds and their related parts and structures by securing over 10

new customers in 2012. Our revenue for the four months ended 30 April 2012 (based on our unaudited

management accounts) from timber villas, sheds and their related parts and structures was

approximately RMB54.6 million. Subsequent to 31 December 2011 and up to the Latest Practicable

Date, we did not experience a significant change of pricing policy for orders secured after 31

December 2011 and our Directors did not identify any significant cancellation of orders/contracts from

our customers. We confirm that, up to the date of this prospectus, there has been no material adverse

change in the financial or trading position or prospects of us since 31 December 2011, and there has

been no event since 31 December 2011 which would materially affect the financial information as

shown in the Accountants’ Report of the Company set out in Appendix I to this prospectus.

SHAREHOLDER INFORMATION

Immediately following completion of the Capitalisation Issue and the Global Offering (taking no

account of Shares which may be issued pursuant to the exercise of the Over-allotment Option), Green

Seas and Hong Kong Investments will be directly interested in 45.07% and 13.12% respectively of the

issued share capital of our Company.

On 15 June 2012, our Group has entered into the Jiupengxi Agreement with Jiupengxi, in which

Mr. Wu is a director and shareholder, whereby our Group shall sell parts and structures of timber villas

to Jiupengxi for the three years ending 31 December 2014, and it is expected that the transaction

amount will not exceed the annual caps of RMB8 million, RMB10 million and RMB8 million

respectively. For further details, please refer to the sections headed “Relationship with Controlling

Shareholders and Directors”, “Connected Transactions” and “Substantial Shareholders” of this

prospectus.

GLOBAL OFFERING STATISTICS AND PROFIT FORECAST

Based on an
Offer Price of

HK$1.00

Based on an
Offer Price of

HK$1.15

Market capitalisation of our Shares at Listing HK$1,000 million HK$1,150 million

Unaudited pro forma adjusted consolidated net
tangible assets per Share(Note) HK$0.33 HK$0.36

Note: The unaudited pro forma adjusted consolidated net tangible assets per Share has been arrived at after the adjustments

referred to Appendix II to this prospectus and on the basis that 1,000,000,000 Shares (taking no account of shares which

may be issued pursuant to the exercise of the Over-allotment Option) will be in issue immediately following the

completion of the Capitalisation Issue and the Global Offering.
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We forecast that, on the bases and assumptions set out in Appendix III to this prospectus and in
the absence of unforeseen circumstances, the net profit attributable to owners of our Company for the
six months ending 30 June 2012 is expected to be not less than RMB40.2 million. The forecast of the
consolidated profit of our Company for the six months ending 30 June 2012 is based on the unaudited
consolidated results of our Group based on management accounts of our Group for the four months
ended 30 April 2012 and a forecast of the consolidated results of our Group for the remaining two
months ending 30 June 2012. We have undertaken to the Stock Exchange that our interim financial
report for the six months ending 30 June 2012 will be audited pursuant to Rule 11.18 of the Listing
Rules. Our forecast consolidated profit of our Company for the six months ending 30 June 2012 shown
above has been stated after deduction of such portion of the estimated offering expenses, being
approximately RMB14.1 million, as we expect to be charged to our Company’s consolidated statement
of comprehensive income for the six months ending 30 June 2012.

The following table illustrates the sensitivity of our forecasted net profit attributable to owners
of our Company for the six months ending 30 June 2012 to the changes in our sales volume, assuming
that all other factors remain unchanged:

+/�10%
change in

sales
volume

+/�20%
change in

sales
volume

+/�30%
change in

sales
volume

+/�40%
change in

sales
volume

+/�50%
change in

sales
volume

Changes in forecasted net profit
(RMB in thousand) +/�3,128 +/�6,257 +/�9,385 +/�12,513 +/�15,641

The above sensitivity analysis assumed that there will be a corresponding change in cost of sales
in response to change in sales volume.

The following table illustrates the sensitivity of our forecasted net profit attributable to owners
of our Company for the six months ending 30 June 2012 to the changes in the average prices for raw
materials, assuming that all other factors remain unchanged:

+/�10%
change in

average
raw

materials
price

+/�20%
change in

average
raw

materials
price

+/�30%
change in

average
raw

material
price

+/�40%
change in

average
raw

material
price

+/�50%
change in

average
raw

material
price

Changes in forecasted net profit
(RMB in thousand) �/+4,334 �/+8,668 �/+13,002 �/+17,336 �/+21,670

The above sensitivity analysis has not considered the adjustment of selling price to respond to
the raw material price fluctuation. The Directors believe the actual fluctuation will be less than the
above illustration as our Group will adjust the selling price of its products when there is significant
change to raw material pricing.

For details of profit forecast and bases and assumptions, please refer to the section headed
“Financial Information” and Appendix III to this prospectus.
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DIVIDENDS POLICY

No dividends have been declared or paid by our Company since its incorporation. Subject to the
factors as disclosed in “Financial Information” section of the prospectus, our Directors currently plan
to pay dividends in an amount representing not less than 30% of our distributable profit attributable
to Shareholders of our Company for the financial year ending 31 December 2012 following the Global
Offering. Such intention does not amount to any guarantee or representation or indication that we must
or will declare and pay dividends in such manner or declare and pay any dividends at all. For details,
please refer to the section headed “Financial Information” of this prospectus.

USE OF PROCEEDS

We estimate that we will receive net proceeds from the Global Offering of approximately
HK$159.1 million (assuming an Offer Price of approximately HK$1.08 per Share, being the mid-point
of the indicative range of Offer Price), after deducting the underwriting fees and commissions and
estimated expenses payable by us in relation to the Global Offering. Our Directors intend to apply the
net proceeds from the Global Offering for the following purposes:

Amount of proceeds (%) Intended application of proceeds

HK$47.7 million (30%) to build new manufacturing facilities and to purchase
automatic machinery and equipment for the production of
timber villas, sheds and their related parts and structures;

HK$39.8 million (25%) to establish own-brand self-operated stores network,
including the establishment of office in Shanghai, flagship
stores in selected major cities in the PRC and own-brand
self-operated stores in selected major provinces in the PRC;

HK$31.8 million (20%) to achieve further growth through mergers and acquisitions of
small to medium sized companies with timber processing
plants, warehouse facilities and/or established distribution
networks in the PRC. No target had been identified as at the
Latest Practicable Date;

HK$12.7 million (8%) own-brand promotion and attending PRC and international
exhibitions and sales conventions, placing billboard roadside
advertisements in cities where we have points of sale and
advertising through other mass media forms including the
internet, newspapers, television and magazines;

HK$11.2 million (7%) to increase and enhance our research and development
activities, including building additional research and
development laboratories, purchasing additional and
upgrading existing product testing equipment, hiring
additional research personnel and furthering our cooperation
with accredited research institutions, universities and
individuals;

HK$15.9 million (10%) general working capital and other general corporate purposes.
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For further details, please refer to the paragraph headed “Use of Proceeds” in the section headed

“Future Plans and Use of Proceeds” of this prospectus.

RISK FACTORS

There are certain risks involved in our Group’s businesses and the details of such risks are set

out in the section headed “Risk Factors” in this prospectus. The risks can be broadly categorised into:

(i) risks relating to the business and operation of our Group; (ii) risks relating to the industry; (iii)

risks relating to the PRC; and (iv) risks relating to the Share Offer. Some of the material risks relating

to our business which our Directors consider appropriate include, but are not limited to:-

• Our performance is highly dependent upon the price of timber and we do not perform any form

of hedging against the price fluctuation of timber.

• We may not be able to sustain growth in our revenue, profitability and gross profit margin at the

current rate or at all.

• Our performance in the future is dependent upon our ability to design new products, as well as

to research and develop new wood processing technologies.

• Enlarging our production facilities and increasing our production capacity will take time and may

adversely affect our revenue and productivity.

• Expanding of our market shares in the PRC at the current rate or at all may become difficult due

to our heavy reliance on our existing sales channels and any adverse events beyond our control.

• In the event that any of our overseas markets raises its entrance barriers or implements any trade

protection measures against our products, our business operations, financial performance and

results may be adversely affected.

• We intend to invest a portion of the net proceeds from the Global Offering to establish our own

retail sales network, an area where we have limited experience.

You should also refer to the section headed “Risk Factors” of this prospectus for further details

in respect of risks related to our business and operation, risks related to the industry, risks related to

the PRC and risks related to the Share Offer.
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In this prospectus, unless the context otherwise requires, the following terms have the
following meanings.

“Application Form(s)” White application form(s), Yellow application form(s) and
Green application form(s) or, where the context so requires,
any of them

“Articles of Association” the articles of association of our Company conditionally
adopted pursuant to resolutions passed by our Shareholders in
writing on 15 June 2012 and to become effective on the
Listing Date

“associate(s)” has the meaning ascribed thereto under the Listing Rules

“Audit Committee” the audit committee of the Board

“Board” or “Board of Directors” the board of Directors of our Company

“business day” any day (other than a Saturday, and Sunday or public holidays
in Hong Kong) on which banks in Hong Kong are generally
open for normal banking business

“BVI” the British Virgin Islands

“CAGR” compound annual growth rate

“Capitalisation Issue” the capitalisation of an amount of HK$8,190,000 from the
amount standing to the credit of the share premium account of
our Company as set out in the paragraph headed “A. Further
Information about our Group — 4. Written resolutions of our
Shareholders passed on 15 June 2012” in Appendix VI to this
prospectus

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

“CCASS” the Central Clearing and Settlement System established and
operated by HKSCC

“CCASS Clearing Participant” a person admitted to participate in CCASS as a direct clearing
participant or general clearing participant

“CCASS Custodian Participant” a person admitted to participate in CCASS as a custodian
participant

“CCASS Investor Participant” a person admitted to participate in CCASS as an investor
participant who may be an individual or joint individuals or a
corporation
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“CCASS Participant” a CCASS Clearing Participant, a CCASS Custodian
Participant or a CCASS Investor Participant

“China” or “PRC” the People’s Republic of China excluding, for the purpose of
this prospectus, Hong Kong, the Macau Special
Administrative Region of China and Taiwan

“Circular No. 75” the Notice on Relevant Issues concerning Foreign Exchange
Administration for Domestic Residents to Engage in
Financing and in Round-trip Investment via Overseas Special
Purpose Companies (關於境內居民通過境外特殊目的公司融
資及返程投資外匯管理有關問題的通知) issued on 21
October 2005 by SAFE

“Companies Ordinance” the Companies Ordinance, Chapter 32 of the Laws of Hong
Kong, as amended, supplemented or otherwise modified from
time to time

“Company” or “our Company” Merry Garden Holdings Limited 美麗家園控股有限公司, a
company incorporated in the Cayman Islands on 17 October
2011 as an exempted company with limited liability

“connected person(s)” has the meaning ascribed to it under the Listing Rules

“Controlling Shareholder(s)” has the meaning ascribed to it under the Listing Rules and in
the context of this prospectus, refers to Mr. Wu, and Green
Seas

“Covenantors” or “Indemnifiers” Mr. Wu and Green Seas, being our Controlling Shareholders

“Deed of Non-Competition” the deed of non-competition dated 15 June 2012 entered into
by our Controlling Shareholders in favour of our Company,
particulars of which are set out in the paragraph headed “Deed
of Non-competition” under the section headed “Substantial
Shareholders” in this prospectus

“Director(s)” the director(s) of our Company

“Euro” the lawful currency of the European Union

“FSC” the Forest Stewardship Council, established in 1993, an
international, non-governmental organisation dedicated to
promoting responsible management of the world’s forests.
The FSC runs a global certification system with two key
components, forest management and chain of custody
certification to enable consumers to identify, purchase and
use timber and forest products from well-managed forests
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“Fu Tak Investments” Fu Tak Investments Group Limited (富德投資集團有限公司),
a company incorporated in BVI on 16 September 2009, the
entire issued share capital of which is owned by Ms. Huang
Binbin (黃彬彬女士)

“GDP” gross domestic product (all references to GDP growth are to
real as opposed to nominal rates of growth)

“Global Offering” the Hong Kong Public Offer and the International Placing

“Great Success” Great Success Capital Limited (佳成資本有限公司), a
company incorporated in BVI on 14 September 2011, the
entire issued share capital of which is owned by Mr. Cai
Shaowei (蔡紹為先生)

“Green Application Form(s)” the application form(s) to be completed by the White Form
eIPO Service Provider, Computershare Hong Kong Investor
Services Limited

“Green Oceans” Green Oceans Investment Holdings Limited, a limited
liability company incorporated on 7 November 2011 in the
BVI and a wholly-owned subsidiary of our Company

“Green Seas” Green Seas Capital Limited, a limited liability company
incorporated on 5 January 2012 in the BVI, the entire issued
share capital of which is owned by Mr. Wu. Green Seas is one
of our Controlling Shareholders and a connected person of the
Company

“Group”, “we” or “us” our Company and its subsidiaries or, where the context so
requires in respect of period before our Company becomes the
holding company of its present subsidiaries, the present
subsidiaries of our Company and the businesses carried on by
such subsidiaries or (as the case may be) their predecessors

“Haili International” Haili International Limited (海利國際有限公司), a company
incorporated in BVI on 18 August 2011, the entire issued
share capital of which is owned by Mr. Ke Mingcai
(柯明財先生)

“HK dollars” or “HK$” and
“cents”

Hong Kong dollars and cents respectively, the lawful currency
for the time being of Hong Kong

“HK GHS” Hongkong G.H.S. Co., Ltd. (香港德瑞華有限公司), a limited
liability company incorporated in Hong Kong on 26 February
2007

“HKSCC” Hong Kong Securities Clearing Company Limited

“HKSCC Nominees” HKSCC Nominees Limited, a wholly-owned subsidiary of
HKSCC
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“Hong Kong”, “HKSAR” or
“HK”

the Hong Kong Special Administrative Region of the PRC

“Hong Kong Investments” Hong Kong Investments Group Limited (香港投資集團有限公
司), a company incorporated in the BVI on 3 January 2006,
the entire issued share capital of which is owned by Mr.
Cheung Chi Mang (張志猛先生)

“Hong Kong Offer Shares” the 18,000,000 new Shares initially being offered for
subscription under the Hong Kong Public Offer, subject to
re-allocation as described in the section headed “Structure of
the Global Offering” in this prospectus

“Hong Kong Public Offer” the offer of the Hong Kong Offer Shares for subscription by
the members of the public in Hong Kong for cash at the Offer
Price (plus brokerage of 1%, SFC transaction levy of 0.003%
and Stock Exchange trading fee of 0.005%), payable in full on
application, and subject to the terms and conditions described
in this prospectus and the Application Forms

“Hong Kong Share Registrar” Computershare Hong Kong Investor Services Limited

“Hong Kong Underwriters” the underwriters of the Hong Kong Public Offer listed in the
paragraph headed “Hong Kong Underwriters” under the
section headed “Underwriting” in this prospectus

“Hong Kong Underwriting
Agreement”

the conditional underwriting agreement dated 22 June 2012
relating to the Hong Kong Public Offer entered into between,
among others, our Company and the Hong Kong
Underwriters, particulars of which are summarised in the
section headed “Underwriting” in this prospectus

“Independent Third Party(ies)” any individual(s) or company(ies) who or which is/are
independent and not connected with (within the meaning of
the Listing Rules) any Directors, chief executive or
substantial Shareholders (within the meaning of the Listing
Rules) of our Company, its subsidiaries or any of their
respective associates, and “Independent Third Party” means
any of them

“International Placing” the conditional placing of the International Placing Shares at
the Offer Price to selected professional, institutional and
private investors as set out in the section headed “Structure of
the Global Offering” in this prospectus

“International Placing Shares” the 162,000,000 new Shares subject to re-allocation and the
Over-allotment Option as described in the section headed
“Structure of the Global Offering” in this prospectus initially
being offered for subscription under the International Placing
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“International Underwriters” the underwriters of the International Placing, who are
expected to enter into the International Underwriting
Agreement to underwrite the International Placing

“International Underwriting
Agreement”

the conditional underwriting and placing agreement relating
to the International Placing expected to be entered into on or
about the Price Determination Date by, among others, our
Company and the International Underwriters, particulars of
which are summarised in the section headed “Underwriting”
in this prospectus

“Jiupengxi” Zhangping Jiupengxi Ecological Tourism Development
Company Limited (漳平市九鵬溪生態旅游發展有限公司), a
limited liability company established in the PRC on 15 April
2004, which is 89.58% owned by Mr. Wu and 10.42% owned
by his mother and a connected person of the Company

“JJMC” Zhangping City Jiajia Anti-Corrosion Wooden Goods Co.,
Ltd. (漳平市佳家防腐木材製品有限公司)

“King Wood” King Wood (Hong Kong) Holding Limited, a limited liability
company incorporated in Hong Kong on 5 August 2010 and an
indirect wholly-owned subsidiary of our Company

“Latest Practicable Date” 18 June 2012, being the latest practicable date for
ascertaining certain information in this prospectus before the
printing of this prospectus

“Listing” the listing of the Shares on the Main Board of the Stock
Exchange

“Listing Committee” the Listing Committee of the Stock Exchange

“Listing Date” the date, currently expected to be on or about 6 July 2012, on
which dealings of our Shares on the Main Board of the Stock
Exchange first commence

“Listing Rules” the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (as amended, supplemented
or otherwise modified from time to time)

“Memorandum” or “Memorandum
of Association”

the amended and restated memorandum of association of our
Company adopted on 15 June 2012, as amended from time to
time

“Merry Garden Wooden
Structure”

Fujian Zhangping Kimura Merry Garden Wooden Structure
Design and Installation Co. Ltd. (漳平市木村美麗家園木結構
設計安裝有限公司), a limited liability company incorporated
in the PRC on 12 June 2010 and an indirect wholly-owned
subsidiary of our Company
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“Merry Garden (Shanghai)” Merry Garden (Shanghai) Household Co., Ltd. (美麗家園(上
海)家居有限公司), a limited liability company incorporated
on 24 February 2012 in the PRC and an indirect
wholly-owned subsidiary of our Company

“Ministry of Commerce” the Ministry of Commerce of the PRC (中華人民共和國商務
部)

“Ministry of Finance” the Ministry of Finance of the PRC (中華人民共和國財政部)

“Mr. QS Wu” Mr. Wu Qingshan (吳青山), our executive Director and a PRC
national holding 3.35% shareholding interest in our Company
as at the Latest Practicable Date

“Mr. Wu” Mr. Wu Zheyan (吳哲彥), our chairman, chief executive
officer, executive Director, one of our Controlling
Shareholders and the sole shareholder of Green Seas as at the
Latest Practicable Date

“Ms. Xie” Ms. Xie Qingmei (謝清美), our executive Director and a PRC
national holding 0.84% shareholding interest in our Company
as at the Latest Practicable Date

“Ms. Yan” Ms. Yan Qiumei (嚴秋美), a PRC national holding 0.84%
shareholding interest in our Company as at the Latest
Practicable Date

“NDRC” the National Development and Reform Commission of the
People’s Republic of China (中華人民共和國國家發展和改革
委員會)

“NPC” the National People’s Congress of the PRC (中華人民共和國
全國人民代表大會)

“Oceanid Investment” Oceanid Investment Holdings Limited (海悅投資控股有限公
司), a company incorporated in BVI on 6 May 2010, the entire
issued share capital of which is owned by Mr. Ho Ka Chung
Kevin (何家仲先生)

“ODM” original design manufacturer

“OEM” original equipment manufacturer

“Offer Price” the final price per Share in Hong Kong dollar (exclusive of
brokerage, SFC transaction levy and Stock Exchange trading
fee) at which the Offer Shares are to be subscribed for and
issued pursuant to the Global Offering, to be determined in
the manner further described in the paragraph headed
“Determination of the Offer Price” under the section headed
“Structure of the Global Offering” in this prospectus
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“Offer Shares” the Hong Kong Offer Shares and the International Placing
Shares together, where relevant, with any additional Shares to
be issued under any exercise of the Over-allotment Option

“Over-allotment Option” the option to be granted by our Company to the Sole Global
Coordinator (for itself and on behalf of the International
Underwriters), exercisable at any time from the Listing Date
until 30 days after the last date for the lodging of applications
under the Hong Kong Public Offer, to require our Company to
allot and issue up to an aggregate of 27,000,000 additional
new Shares, representing 15% of the initial Offer Shares, at
the Offer Price per Share to cover, among other things,
over-allocations in the International Placing, if any

“PEFC” Programme for the Endorsement of Forest Certification,
established in 1999, an international, non-governmental
organisation dedicated to promoting sustainable forest
management through independent third-party certification

“PRC Company Law” the Company Law of the PRC (中華人民共和國公司法),
enacted by the Standing Committee of the Eighth National
People’s Congress on 29 December 1993 and effective on 1
July 1994, as amended, supplemented or otherwise modified
from time to time

“PRC EIT Law” the PRC Enterprise Income Tax Law (中華人民共和國企業所
得稅法), promulgated on 16 March 2007 by the National
People’s Congress and effective on 1 January 2008

“PRC Government” or “State” the central government of the PRC, including all
governmental subdivisions (including provincial, municipal
and other regional or local government entities) and
instrumentalities thereof

“PRC Legal Adviser” Hills & Co., the legal adviser of our Company as to PRC law

“Pre-IPO Investments” pre-IPO investments made by the Pre-IPO Investors relating
to the Company as described in the section headed “Company
History and Reorganisation” in this prospectus

“Pre-IPO Investors” Hong Kong Investments, Fu Tak Investments, Haili
International, Great Success and Oceanid Investment

“Price Determination Agreement” the agreement expected to be entered into between our
Company and the Sole Global Coordinator (for itself and an
behalf of the Underwriters) on or before the Price
Determination Date to record the agreement on the Offer
Price
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“Price Determination Date” the date, expected to be on or around 29 June 2012, but no
later than 4 July 2012, on which the Offer Price is fixed for
the purpose of the Global Offering

“prospectus” this prospectus being issued in connection with the Hong
Kong Public Offer

“Reorganisation” the reorganisation of the companies comprising our Group as
set out in the section headed “Company History and
Reorganisation” in this prospectus

“Repurchase Mandate” the general unconditional mandate to repurchase Shares given
to our Directors by the Shareholders, particulars of which are
set forth in the paragraph headed “A. Further Information
about our Group — 4. Written resolutions of our Shareholders
passed on 15 June 2012” in Appendix VI to this prospectus

“RMB” or “Renminbi” Renminbi, the lawful currency of the PRC

“SFC” the Securities and Futures Commission of Hong Kong

“SFO” the Securities and Futures Ordinance (Chapter 571 of the
Laws of Hong Kong), as amended, supplemented or otherwise
modified from time to time

“Share(s)” ordinary share(s) with a nominal value of HK$0.01 each in
the share capital of our Company

“Shareholder(s)” holder(s) of the Share(s)

“Share Option Scheme” the share option scheme conditionally adopted by us on 15
June 2012, the principal terms of which are summarised in the
paragraph headed “D. Other Information — 1. Share Option
Scheme” in Appendix VI to this prospectus

“Sole Global Coordinator”,
“Bookrunner” or “Lead
Manager”

Guotai Junan Securities (Hong Kong) Limited, a licensed
corporation under the SFO to engage in type 1 (dealing in
securities) and type 4 (advising on securities) regulated
activities

“Sole Sponsor” Guotai Junan Capital Limited, a licensed corporation under
the SFO to engage in type 6 (advising on corporate finance)
regulated activities

“State Administration for Industry
and Commerce” or “SAIC”

the State Administration for Industry and Commerce of the
PRC (中華人民共和國工商行政管理總局)
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“State Administration of Foreign
Exchange” or “SAFE”

the State Administration of Foreign Exchange of the PRC
(中華人民共和國國家外匯管理局), the PRC governmental
agency responsible for matters relating to foreign exchange
administration, including local branches, when applicable

“State Administration of
Taxation” or “SAT”

the State Administration of Taxation of the PRC (中華人民共
和國國家稅務總局)

“State Council” the State Council of the PRC (中華人民共和國國務院)

“Stock Exchange” or “Hong
Kong Stock Exchange”

The Stock Exchange of Hong Kong Limited, a wholly-owned
subsidiary of Hong Kong Exchanges and Clearing Limited

“Stock Borrowing Agreement” the stock borrowing agreement expected to be entered into
between the Sole Global Coordinator, Green Seas and Mr. Wu
on the Price Determination Date, particulars of which are set
out in the paragraphs headed “Over-allotment Option” and
“Stock Borrowing Arrangement” under the section headed
“Structure of the Global Offering” in this prospectus

“Takeovers Code” the Codes on Takeovers and Mergers and Share Repurchases
issued by the SFC, as amended, supplemented or otherwise
modified from time to time

“Track Record Period” the three years ended 31 December 2011

“Underwriters” collectively, the Hong Kong Underwriters and the
International Underwriters, details of which are set out in the
section headed “Underwriting” in this prospectus

“Underwriting Agreements” the Hong Kong Underwriting Agreement and the International
Underwriting Agreement

“United States” or “U.S.” the United States of America

“US dollars” or “US$” United States dollars, the lawful currency of the United States

“VAT” value added tax

“White Application Form(s)” the application form(s) to be completed in accordance with
the instructions in the paragraph headed “1. Channels to
Apply for the Hong Kong Offer Shares” under the section
headed “How to Apply for Hong Kong Offer Shares” in this
prospectus

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

Computershare Hong Kong Investor Services Limited

“Xiamen GHS” Xiamen GHS Import and Export Co., Ltd. (廈門德瑞華進出口
有限公司), a limited liability company established in the PRC
on 31 May 2006

“Yellow Application Form(s)” the application form(s) to be completed in accordance with
the instructions in the paragraph headed “1. Channels to
Apply for the Hong Kong Offer Shares” under the section
headed “How to Apply for Hong Kong Offer Shares” in this
prospectus

“Zhangping Kimura” Fujian Zhangping Kimura Forestry Products Co., Ltd.
(福建省漳平木村林產有限公司), a limited liability company
incorporated on 17 December 1995 in the PRC and an indirect
wholly-owned subsidiary of our Company

“ZhongAn Consultant” Zhongan Shengye Investment Consultant (Beijing) Company
Limited (中安盛業投資諮詢(北京)有限公司), an independent
market research company

“%” per cent

In this prospectus, unless otherwise stated, certain amounts denominated in Renminbi have been

translated into HK dollars at an exchange rate of RMB0.8107 = HK$1.00, respectively, for illustration

purpose only. Such translations should not be construed as representations that amounts in Renminbi

were or may have been converted into HK dollars at such rates or any other exchange rates.

Certain amounts and percentage figures included in this prospectus have been subject to

rounding adjustment. Accordingly, figures shown as totals in certain tables may not be an arithmetic

aggregation of the figures preceding them.

The term “subsidiary” has the meaning given to such term under the Listing Rules, unless the

context otherwise requires.

For ease of reference, the names of the PRC established companies or entities, laws or

regulations have been included in this prospectus in both the Chinese and English languages and in

the event of any inconsistency between the Chinese names of the PRC entities mentioned in this

prospectus and their English translations, the Chinese names shall prevail.

Unless otherwise specified, all references to any shareholding in our Company assume no

exercise of the Over-allotment Option.

DEFINITIONS

— 24 —



This glossary of technical terms contains explanations of certain terms used in this prospectus
as they relate to our Company and as they are used in this prospectus in connection with our
business or us. These terms and their given meanings may not correspond to standard industry
definitions.

“ACQ-D” Alkaline copper quaternary type D, a wood preservative made
of copper, a fungicide, a quaternary ammonium compound
and an insecticide

“CCA” Chromated copper arsenate, a wood preservative made of a
mix of chromium, copper and arsenic. It preserves wood from
fungi, insects and improves the weather-resistance of treated
timber, and may assist paint adherence.

“Fibre board(s)” type of engineered wood manufactured by a wet process by
reducing wood raw materials to chips. These are then treated
by steam under pressure and additives added to the pulp. The
slurry is then passed to a forming machine where it is felted
and mechanically de-watered. Felting and bonding resulting
from the natural resin present in the wood raw material
produce the strength of the board. A small amount of resin is
added to increase strength and the board is then cut into strips
and transferred to drying ovens

“Fire-retardant wood” or “FRW” treated wood chars that do not oxidise creating a convective
layer that transfers flame heat to the wood in a uniform way
which acts to significantly slow down the spread of fire

“Heat-treated thermo-modified
wood”

Wood modified through heat treatment in controlled
atmosphere as a soft pyrolysis reaction

“Pine” trees in the genus Pinus

“Softwood” wood from trees that are of seed-bearing plants which
includes conifers

“Spruce” trees of the genus Picea, a genus of about 35 species of
coniferous evergreen trees in the Family Pinaceae, found in
the Northern temperate and boreal (taiga) regions

“Wood preservation” chemical and/or physical measures that are taken to improve
the durability of wood or wooden products and resistance
from being destroyed by insects or fungus
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This prospectus contains forward-looking statements that are, by their nature, subject to
significant risks and uncertainties. These forward-looking statements include, without limitation,
statements relating to:

• our business and operating strategies and our various measures to implement such
strategies;

• our dividend distribution plans;

• our operations and business prospects, including our development plans for our existing and
new businesses;

• our ability and expected timetable to complete our project developments;

• our capital commitment plans, particularly plans relating to acquisition of new businesses;

• our financial condition;

• our capital expenditure plans and our expectations of the cost of development of our new
projects;

• the regulatory environment in the PRC; and

• future developments and the competitive environment in the cement industries.

The words “anticipate”, “believe”, “continue”, “could”, “expect”, “intend”, “may”, “plan”,
“potential”, “predict”, “project”, “seek”, “should”, “will”, “would” and the negatives of these terms
and similar expressions, as they relate to us, are intended to identify a number of these
forward-looking statements.

Should one or more of the risks or uncertainties materialise, or should underlying assumptions
prove to be incorrect, our financial condition may be adversely affected and may vary materially from
those described herein as anticipated, believed, estimated or expected.

Subject to the requirements of applicable laws, rules and regulations, we do not have any and
undertake no obligation to update or otherwise revise the forward-looking statements in this
prospectus, whether as a result of new information, future events or developments or otherwise. As a
result of these and other risks, uncertainties and assumptions, the forward-looking events and
circumstances discussed in this prospectus might not occur in the way we expect or at all. Accordingly,
you should not place undue reliance on any forward-looking information. All forward-looking
statements contained in this prospectus are qualified by reference to the cautionary statements set out
in this section.

In this prospectus, statements of or references to our intentions or that of any of our Directors
are made as of the date of this prospectus. Any such intentions may change in light of future
developments.
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Investing in the Shares involves certain risks. You should carefully consider each of the risks
described below and all of the information set out in this prospectus, including the accountants’
report set out in Appendix I to this prospectus, before deciding to purchase the Shares. You should
pay particular attention to the fact that most of our Company’s operations are conducted in the
PRC and are governed by a legal and regulatory environment that in some respects differs from
those that prevail in other countries. If any of the possible events described below occurs, our
business, financial condition or results of operations could be materially and adversely affected.

RISKS RELATING TO THE BUSINESS AND OPERATIONS OF OUR GROUP

We are heavily dependent on the supply of key raw materials. In the event of any severe adverse
weather conditions or catastrophic events such as forest fires, it may cause a disruption in the
logging of timber and result in a shortage of supply of softwood that is required for the production
of our timber products, and our operation and revenue may be adversely affected as a result

We do not participate in any business operating in the upstream supply of timber, as such, we are
heavily dependent on the availability of suppliers for raw materials, in particular timber, for use in our
production. As part of our long term strategy, we plan to enter into long-term supply agreements with
timber and/or softwood suppliers. However, such cooperation is subject to negotiations and
risk-reward trade-offs, and we may or may not enter into such agreements.

In addition, any severe adverse weather conditions or catastrophic events such as forest fires may
stall logging activities, disrupt the supply of timber and cause timber prices to fluctuate significantly.
There are no assurances that in such circumstances, we will be able to secure a stable supply of raw
materials. In such cases, our production and our operations may be negatively impacted.

We may not be able to sustain growth in our revenue, profitability and gross profit margin at the
current rate or at all

Our turnover increased from approximately RMB110.0 million for the year ended 31 December
2009 to approximately RMB199.6 million for the year ended 31 December 2010, and further to
approximately RMB307.2 million for the year ended 31 December 2011 at a CAGR of 67.1%. The
market for our products is fragmented and we do not have a dominant share in it. We may not be able
to expand our business as planned in such a highly competitive market in the manner as mentioned
under the section headed “Future Plans and Use of Proceeds” in this prospectus. Although we intend
to expand our own retail sales network, there are no assurances that the demand for our products will
remain at existing levels; and the revenue, the gross profit margin and hence the growth of our Group
will not decrease in the future. Our gross profit margins was approximately 26.8%, 36.0% and 36.4%
for the years ended 31 December 2009, 2010 and 2011, respectively. If our revenue and gross profit
margin fall due to a downturn in the markets and we are unable to commercialise any new products
with sales volumes and/or gross profit margins at existing levels, our profitability and financial
position may be adversely affected.

Our performance in the future is dependent upon our ability to design new products, as well as to
research and develop new wood processing technologies

Our future performance depends on our ability to design new products, as well as to research and
develop new wood processing technologies. There are no assurances that we may be able to design
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new products that are well-received by the market place. Nor can we be assured that our research and
development efforts in certain areas of wood science will produce positive results in order that we can
apply them commercially to our products. Moreover, there can be no assurances that any research and
development projects we undertake will be commercially viable. Failure to design new products and
unsuccessful research and development could adversely affect our performance and our ability to
compete.

Enlarging our production facilities and increasing our production capacity will take time and may
adversely affect our revenue and productivity

In an effort to increase our production capacity, we intend to enlarge our production facilities at
our production base in Zhangping city of Fujian province. This requires purchasing new equipment,
building production lines and employing skilled labourers. The period of time needed to train new
workers and prepare the new production lines to meet requisite levels of quality may take longer than
expected. There are no assurances that the new production facilities will commence production as
scheduled. In the event that our Group’s production facilities cannot cope with the demand, its revenue
and productivity may be adversely affected.

Expanding of our market share in the PRC at the current rate or at all may become difficult due
to our heavy reliance on our existing sales channels and any adverse events beyond our control

Whilst our Group has experienced a rapid expansion in the PRC, where our revenue derived from
the PRC market increased from approximately RMB0.04 million for the year ended 31 December 2009
to approximately RMB75.8 million for the year ended 31 December 2010, then to approximately
RMB149.0 million for the year ended 31 December 2011 respectively, we rely to a large extent on our
established PRC sales channels to sell our products. There are no assurances that our existing
established sales channels will continue to help us to expand our market share. In addition, there are
no assurances that we will continue to establish relationships with new customers to sell our products.
As our domestic expansion requires additional management, financial and human resources, there are
no assurances that we will be able to replicate the success of establishing and operating sales channels
in new regions of the domestic market in the PRC. Further, for some of our timber products,
particularly with respect to our timber villas product category, third parties are usually engaged to
carry out the installation works for our end-user customers. Therefore, any inadequacy or
inconsistency in the craftsmanship of such third parties may expose our products to product liability
or other litigation risks. This in turn may potentially impair our brand’s reputation and image in the
PRC. Therefore, if our expansion plans turn out to be unsuccessful or the said third party installation
companies commit any default, our Group’s financial result and growth rate may be adversely
affected.

We are heavily dependent on the availability of sales orders from our customers. In the event of any
decrease in or termination of sales orders, our revenue may be adversely affected as a result

Our sales to our customers are usually conducted on an order basis. As part of our long term
strategy, we plan to enter into long-term sales agreements with our customers. However, such
cooperation is subject to negotiations and risk-reward trade-offs, and we may or may not enter into
such agreements. There are no assurances that we will be able to maintain and secure the same and/or
more sales orders from our customers. In such an event, our revenue may be negatively impacted.
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We intend to invest a portion of the net proceeds from the Global Offering to establish our own retail
sales network, an area where we have limited experience

We currently do not operate our own retail sales network apart from our first self-operated store

which was opened in Zhangping city, Fujian Province in December 2011. Most of our products are sold

to our customers, including distributors, trading companies and retail companies, on a wholesale basis.

Our customers in turn retail or sell our products to end consumers through their retail shops and/or

distribution channels. As part of our future business expansion plan, we intend to establish our own

retail sales network by utilising approximately HK$39.8 million, which represents approximately 25%

of the total amount of the net proceeds from the Global Offering based on the mid-point of the

indicative Offer Price range.

As we have limited experience in managing and operating our own retail sales network, this may

divert time and attention of our management from other business activities. We may have difficulties

integrating our own retail sales network into our workflow and work force. We may also encounter

difficulties in recruiting qualified and experienced personnel to operate and manage our own retail

sales network. We may also encounter difficulties locating retail stores in locations we consider

appropriate or at rental levels similar as we planned. In addition, given the cost structure of operating

our own retail sales network it is likely to be different from that of our current business model and

will require additional working capital for retail store rental expenses, staff costs, advertising costs,

etc., our profit margin may be adversely affected by the maintenance and operation of our own retail

sales network. In any of these events, our business and results of operations may be adversely affected,

and the portion of the net proceeds from the Global Offering invested in establishing our own retail

sales network may not bring us the anticipated benefits.

We have limited control over our distributor customers

Since 2010 we have engaged certain distributors in the PRC as one of our sales channels. The

revenue contributed by our distributor customers in 2010 and 2011 amounted to 6.2% and 8.3% of our

total revenue, respectively. Whilst we have entered into distribution agreements range from two-year

to three-year terms with our distributor customers respectively, we have no assurances that we will be

able to renew the distribution agreements with these customers on mutually acceptable terms and we

have limited control over them. For instance, we have no direct control over the customers to whom

our distributor customers sell our products on to and we rely upon our distributor customers to ensure

compliance with the terms set out in the respective distribution agreements entered into with them.

Should our distribution customers fail to or be unable to ensure compliance with the terms of the

distribution agreements entered into, our financial performance and results may be adversely affected.

In addition, these respective distribution agreements contain minimum purchase requirements

clauses. Our distributor customers may accumulate excessive inventory in order to fulfill such

requirements. Given that we do not accept the return of unsold goods, our distributor customers may

sell our products at excessive discounts to reduce their inventory which would be detrimental to the

image of our own-brand. On the other hand, should the market demand decrease sharply, distributor

customers will not be able to meet their minimum purchase requirements. In such event, our sales

performance and financial results may be adversely affected.

RISK FACTORS

— 29 —



Our performance is highly dependent upon the price of timber and we do not perform any form of
hedging against the price fluctuation of timber

Our performance is highly dependent upon the price of timber, as cost of timber raw materials
(excluding timber-made semi-finished products) accounts for approximately 68.1%, 58.8%, and 61.4%
respectively, of our total purchases in the years ended 31 December 2009, 2010 and 2011. These prices
are historically subject to fluctuations and are affected by numerous factors beyond our control such
as the level of demand and supply in Fujian province and neighbouring provinces, the availability and
costs of substitutes, the inventory levels maintained by others, and the growth rate of the construction
industry. Spruce and pinewoods, which are two types of softwoods, are our key raw materials. We
procure the timber raw materials in the form of raw timber logs and sawn timbers boards. Set out
below is a table illustrating the average price of our key timber materials for the years ended 31
December 2009, 2010 and 2011:

2009 2010 2011

Average
timber price

RMB/m3

Average
timber price

RMB/m3

Average
timber price

RMB/m3

Raw spruce logs 633 828 796

Sawn spruce boards 1,140 1,329 1,604

Spruce fine-blanking boards 1,761 2,278 2,312

Sanded spruce boards 1,924 1,901 2,171

Pinewood boards — 1,540 1,671

Spruce (fir) boards — — 1,520

We do not perform any form of hedging against the price fluctuation of timber. There are no
assurances that the prices of timber will not fluctuate materially in the future and that we will be able
to pass on any increased cost of raw materials to our customers. In the event of a prolonged period
of price hikes in the supply of softwood, the price of softwood at unusually high prices will drive up
our cost of sales and if we are unable to pass on this increase in the cost of raw materials to our
customers and distributors, it may have an adverse effect on our financial condition and operating
results.

Our success depends on the expertise of our management team and our research team

Our continued success is to a large extent dependent upon our management team, in particular
our director Mr. Wu, as they possess the requisite expertise, management skills and industry
knowledge in leading our Group in extending our current market position, expanding our production
capacity and maintaining growth in profitability. Our management team brings along a unique
combination of work experience and industry knowledge in areas such as marketing, sales, finance and
the timber products industry. We have entered into service agreements with each of our directors and
management team for an initial term of three years commencing from the Listing Date. However, if
any member of the management team ceases to be involved in the management of our Group in the
future and we fail to find or employ other suitable candidates to replace them, our operations,
profitability and prospects may be negatively impacted.
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We also rely on the continued service of our key employees and cooperation with external
professionals for research and development of new products. There can be no assurances that we are
able to maintain these key research employees and cooperation with external professionals in future.
In case we lose such services of these key employees and/or professionals, our business may be
adversely affected.

We experienced net cash outflow from operating activities for the year ended 31 December 2010

We had net cash outflow from our operating activities of approximately RMB11.8 million for the
year ended 31 December 2010 primarily due to an increase in trade and other receivables as a result
of longer credit period granted to domestic customers. We cannot be assured that we will not continue
to experience periods of net cash outflow from operating activities in the future. If we are unable to
finance our operations continuously from funds generated from operating activities, our operations
and financial position could be materially and adversely affected.

We experienced net current liabilities during the Track Record Period

As of 31 December 2009, 2010 and 2011, we had net current liabilities of approximately RMB4.0
million, net current assets of approximately RMB18.4 million and RMB37.6 million, respectively. Our
net current liability position in 2009 primarily reflected our reliance on bank loans to finance our
purchase of property, plant and equipment for the year ended 31 December 2009.

As at the Latest Practicable Date, we had not experienced any liquidity problems in settling our
payables in the ordinary course of business when they fall due. However, if we fail to secure sufficient
cash flow from our operations or external financing to fund our working capital and capital
expenditure required for our expansion plans, our production capacity expansion plans may be
adversely affected or curtailed.

In addition, obtaining additional external financing may require us to sell additional equity or
debt securities or obtain additional bank loans. The sale of additional equity or convertible debt
securities could result in dilution of our Shareholders’ equity interests and the incurrence of additional
indebtedness would result in increased fixed obligations and could result in operating covenants that
restrict our operations. Furthermore, we cannot be assured that financing will be available in the
amounts or on terms acceptable to us, such as significant increase in interest rate, if at all.

Infringement of intellectual property rights may have a negative impact to our operations and
financial results

In order to protect the designs of our own-branded products, our trademarks, patents and similar
intellectual property rights are critical to our success. We have obtained or applied for registration of
trademarks and patents on various products and designs as set out in the sub-paragraph headed
“Intellectual Properties Right of Our Group” under the paragraph headed “Further information about
our business” in Appendix VI to this prospectus. However, there may be occasions where our
intellectual property rights are infringed and we have to initiate litigation and other legal actions to
enforce our intellectual property rights effectively. This can result in incurring substantial legal costs
and diversion of our financial and management resources. Moreover, there are no assurances that the
trademarks, patents and similar intellectual property rights of our Group will not be infringed in the
future. In addition, litigation may be necessary in the future to enforce our Group’s intellectual
property rights or determine the validity and scope of the proprietary rights of others. Furthermore,
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third parties may claim that our procedures or processes have infringed upon their proprietary rights.

Defending against infringement claims pursued by third parties, whether with or without merit, or

asserting claims against third parties could be time consuming, divert management attention and

resources, result in costly litigation or damages, undermine our brand value, reduce sales and/or

require us to enter into royalty or licensing agreements that may not be on acceptable terms. All these

could result in substantial costs and diversion of our financial and management resources, as a result

of which, may have a negative impact on our operations and financial results.

We are subject to certain risks associated with transportation and warehousing of our raw materials
and products

Since our production facilities are located in Zhangping City in Fujian Province and our

customers are located in a number of different provinces in the PRC as well as overseas, having a

reliable transportation network is crucial to deliver our timber products on time. However, unforeseen

events that are beyond our control such as transportation bottlenecks, natural disasters or labour

strikes may occur during the delivery process from our production facilities to our distributors or

customers and could potentially disrupt available transportation networks. In addition, any poor

handling by our carriers or distributors may damage our finished products. If our finished products are

not delivered to our distributors and customers on time or are damaged before reaching our end-user

customers, our market reputation and profitability may be materially and adversely affected, not to

mention potential litigation may arise out of our failure to deliver in accordance with relevant

agreements.

Furthermore, our raw materials and finished products are stored in our warehouses before they

go into the production process or the delivery process. If accidents occur such as flooding or fire, and

the raw materials and finished products are damaged, we may be unable to supply products to our

distributors and customers on time. The foregoing would adversely affect our reputation and results

of our operations.

We are subject to technological changes in the industry

The wood preservatives used in our production process are subject to technological advances.

Presently, many countries restrict the use of CCA that was widely used previously before ACQ-D

became popular because the arsenic and chrome contained in CCA may be harmful to personal health

and environment. Our revenue derived from sales of products treated with CCA represented

approximately nil, nil and 0.4% of our total revenue for the years ended 31 December 2009, 2010 and

2011, respectively. In 2002, we started using ACQ-D to treat our timber products.

If the use of ACQ-D is found to be harmful to the environment or unsafe, or if due to

technological advances, the use of ACQ-D becomes obsolete, we will have to adapt promptly to ensure

our market position in the timber products industry is secured. Thus, our success will depend on our

ability to keep abreast of technological advances and government regulations and restrictions and to

adapt our business strategy to effectively adopt and employ different requirements and technological

advances.
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In dealing with technological advances, we had devoted our management, financial resources as
well as 37 employees into our research and development programs as at the Latest Practicable Date.
There are no assurances that we can promptly respond or deal with these changes and manage the costs
of such adaptation effectively. If we are unable to compete with our competitors’ new products or
improve our own products in line with rapid technological developments, whether due to financial or
technical reasons, our business and operational results may be adversely affected.

We are subject to extensive and increasingly stringent environmental regulations

Our products and our production process are subject to extensive and increasingly stringent
environmental protection laws and regulations in the PRC. Raw material selection, aspects of our
production process, to the emission or discharge of pollutants or wastes into the soil, water and
atmosphere, are regulated by the PRC government. In addition, the relevant environmental regulations
also regulate the standards that our own-branded products must meet, in terms of the maximum content
of certain chemicals. At present, these laws and regulations impose fines and penalties for violations;
require certain licenses and permits for the engagement of certain activities; and empower relevant
government authorities to suspend operations that cause damage to the environment.

We control the degree of use of chemical preservatives in our raw materials. However, continuing
to comply with these environmental rules and regulations may impose a burden on our financial
resources as additional processes and quality control measures will need to be put in place.
Additionally, if we fail to comply with future environmental laws and regulations, we may be required
to pay penalties or take corrective actions and the resulting negative publicity may increase our
financial burden and damage our reputation and our brand’s image, any of which may have a material
and adverse effect on our results of operations and/or financial condition.

Labour issues such as shortage of labour, increase in staff costs and labour disputes may potentially
have an adverse effect on our business and results of operations

Human resources are one of the key resources for the success in our operations. As at the Latest
Practicable Date, we had a total of 592 employees. Staff costs amounted to approximately RMB8.5
million, RMB12.0 million and RMB19.4 million respectively in the years ended 31 December 2009,
2010 and 2011. There have been instances in certain regions of the PRC where labour markets suffer
from shortage of labour, increased labour costs and more stringent regulatory requirements on labour
protection. There are no assurances that we will not experience any shortage of labour, increased
labour costs or labour disputes against us or that we will be able to comply with all relevant
regulations or requirements. Any such incidents may incur additional costs, result in production
delays, damage our reputation and/or disrupt our operations.

We do not implement any measure to monitor the service quality of our overseas customers

In respect of our overseas business, we do not enter into any agreements to govern the general
responsibilities and obligations between our Group and its overseas customers. In addition, we do not
implement any measures to monitor the service quality of our overseas customers. In the event that
our overseas customers are unable to deliver satisfactory service quality to end-user customers, the
reputation of our Group’s branded products may be adversely affected.
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We are susceptible to credit risks of our customers which may adversely affect our results of
operations and financial condition

We offer most of our major distributors and customers credit terms ranging from 15 to 60 days
for international customers and 30 to 90 days for customers in the PRC. As at 31 December 2009, 2010
and 2011, our trade receivables amounted to approximately RMB8.9 million, RMB43.6 million and
RMB81.9 million, respectively. During the Track Record Period, our average trade receivable turnover
days increased from 30 days in 2009 to 69 days in 2011. This increasing trend is mainly caused by
the growth in our sales and the increase in proportion of our sales to PRC customers who are granted
longer credit terms. Our Group has not recognised any impairments for doubtful debts for the years
ended 31 December 2009, 2010 and 2011. However, there are no assurances that we will be able to
fully recover our Group’s receivables from our distributors or customers, or that they will be settled
on a timely basis. In the event that settlements from our customers are not made in full or on a timely
basis, our profitability, cash flow and financial position may be adversely affected.

Global financial markets have experienced significant deterioration and volatility recently which
have had negative repercussions on the global economy and, as a result, may adversely affect our
business operations

Certain recent adverse financial developments have impacted the global financial markets. These
developments include a general slowing of economic growth in the U.S., Europe and globally,
substantial volatility in equity securities markets, and volatility and tightening of liquidity in credit
markets. While it is difficult to predict how long these conditions will exist and which markets and
businesses of our Group may be affected, these developments could continue to present risks for an
extended period of time for our Group, including a potential slowdown in our sales to customers,
potential increase in interest expenses on our bank borrowings, or potential reduction of the amount
of banking facilities currently available to us. If this economic downturn continues, our business,
financial condition and results of operations may be adversely affected.

Macroeconomic factors such as consumer confidence and spending levels, unemployment,
consumer credit availability, raw materials costs, fuel and energy costs, global factory production,
commercial real estate market conditions, credit market conditions and the level of customer traffic
in malls and shopping centres may affect our results. In addition, demand for our products, and
consumer spending is significantly impacted by trends in consumer confidence, general business
conditions, interest rates, the availability of consumer credit, and taxation. Consumer purchases of our
products tend to decline during recessionary periods, when disposable income is lower. The general
economic conditions in the economy may continue to affect consumer purchases of our products for
the foreseeable future and adversely impact our results of operations.

Any significant product liability claims made against us, whether successful or not, could harm our
business, results of operations and financial condition

We do not maintain any insurance to cover product liability risks in the PRC or its exporting
markets. Pursuant to 中華人民共和國產品質量法 (Product Quality Law of the PRC), we may be
subject to product liability claims in the event that any of its products is alleged to have caused any
personal injury or other adverse effects. In addition, 中華人民共和國消費者權益保護法 (Law of the
PRC on the Protection of the Rights and Interests of Consumers) protects the rights of consumers in
respect of the safety of person and property in the purchase and use of goods and services.
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As advised by our PRC Legal Adviser, product liability insurance is not compulsory under PRC
law. As such, we do not maintain insurance to cover the related product liability risks. To the best of
our Directors’ knowledge, any product liability claims brought by end-user customers in our overseas
markets would be handled by our overseas customers locally. However, there are no assurances that
our Group would not be named as a defendant in any lawsuit or proceeding brought by the end
consumer in respect of any product liability claims. Furthermore, if our Group’s relevant overseas
customers can prove that the product quality deficiency which gives rise to the product liability claim
is caused by our Group, the relevant overseas customer may claim against our Group. Up to the Latest
Practicable Date, our Group had not received any claims from its overseas customers against it in
respect of product liability. In the event that our Group is held liable for any material losses or
damages in respect of any product liability claims, the results of operations and financial performance
of our Group may be adversely affected.

We are subject to currency conversion and exchange rate risk

Our Group earns revenues in Renminbi, U.S dollars, and Euro and incurs costs and expenses
mainly in Renminbi. For the years ended 31 December 2009, 2010 and 2011, approximately 0.03%,
38.9% and 48.5% of our Group’s sales was denominated in Renminbi respectively, approximately
81.2%, 52.4% and 51.4% was denominated in U.S. dollars respectively, and approximately 18.8%,
8.7% and 0.1% was denominated in Euros respectively.

Our manufacturing operations are based in the PRC and its costs of sales are mainly denominated
in Renminbi. The availability of hedge instruments is limited in the PRC. Despite our Group having
entered into several foreign exchange forward contracts during the Track Record Period to hedge U.S.
dollars and Euro against RMB, we cannot entirely eliminate the said exchange rate risks. Moreover,
after Listing, our Group will maintain bank accounts for the deposit of IPO proceeds in Hong Kong
dollars and for the payment of dividends will also be stated in Hong Kong dollars. At present,
Renminbi is not freely convertible with other currencies. There are no assurances that our Group will
obtain sufficient foreign exchange for payment of dividends or other settlements in foreign exchange.
Furthermore, our Group’s profitability may be adversely affected as a result of fluctuations in the
exchange rates between the currencies in which our Group’s purchases, expenditures and sales are
respectively denominated.

Our non-compliance with relevant social insurance and housing provident fund contribution laws
and regulations in the PRC might lead to the imposition of fines and penalties

According to the relevant PRC laws and regulations, we are required to make contributions to
certain employee social welfare schemes. The relevant schemes include social security contributions
(including basic endowment insurance, unemployment insurance, basic medical insurance, work
injury insurance and maternity insurance) and housing provident fund contributions. During the Track
Record Period, we did not fully comply with the social security and housing provident fund
contribution requirements for our employees since some employees had no intention to participate in
the social security and housing provident fund schemes as they either do not want to bear certain part
of the social insurance premiums and housing provident fund contributions or have made contributions
to the rural social insurance. We estimate that the aggregate unpaid amount by our Group to the social
insurance authority for the years of 2009, 2010 and 2011 was approximately RMB0.7 million, RMB1.8
million, RMB3.3 million, respectively, and the aggregate unpaid amount by our Group to the housing
provident fund management centre for the years of 2009, 2010 and 2011 was approximately RMB0.2
million, RMB0.5 million, RMB0.7 million, respectively.
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According to the relevant PRC laws and regulations, in respect of social insurance contributions,
prior to the implementation of the Social Insurance Law of the People’s Republic of China (中華人
民共和國社會保險法) which came into force on 1 July 2011, under the PRC laws a fine ranging from
RMB1,000 to RMB5,000, or a fine ranging from RMB5,000 to RMB10,000 in case of severe breach,
will be imposed on the management and the persons with direct responsibilities of our Group for the
non-compliances occurred before 1 July 2011. The social insurance authorities are also entitled to
order us to pay the outstanding social insurance within a time limit or immediately. In addition, the
social insurance authorities are entitled to impose on us a surcharge at the rate of 0.05% for each day
as well as a fine ranging from one to three times of the outstanding amount for work-related injury
insurance; and the surcharge for the other four types of social insurance (i.e. the endowment insurance,
the unemployment insurance the medical insurance and the maternity insurance) will be imposed at
the rate of 0.2% for each day if our Group fails to rectify the breach of social insurance contributions.
According to the PRC Social Insurance Law, for the delay and short payment after 1 July 2011, we
might be ordered to pay the outstanding social insurance by the social insurance authorities, and be
imposed of a late charge of 0.05% and a fine ranging from one to three times of the outstanding social
insurance. In respect of housing fund contributions, we might be ordered to register the
aforementioned employees with the housing fund authority within a prescribed time limit by the
relevant housing fund authority. If we fail to do so within such prescribed time limit, a fine in the
range of RMB10,000 to RMB50,000 might be imposed on us.

Our non-compliance with environmental protection laws and regulations in the past in the PRC may
lead to the impositions of fines

According to the relevant PRC laws and regulations, our Group shall process the procedure for
completion inspection and acceptance and obtain the Permits to Discharge Pollution for the
construction projects of Zhangping Kimura. We did not obtain the Acceptance Opinion (驗收意見) and
the Permits to Discharge Pollutant for the Construction Projects of Zhangping Kimura until 20 January
2012 and 27 February 2012 respectively; and we have commenced production and discharged
pollutants at our respective production plants for Zhangping Kimura before we obtained the
Acceptance Opinion (驗收意見) and the Permits to Discharge Pollutant. Our PRC Legal Adviser has
advised that as a result of the breach of the Administrative Regulations of Environmental Protection
for Building Projects and the Administrative Regulations of Environmental Protection for Completion
and Acceptance of Construction Projects, we might be subject to the order imposed by the relevant
environmental protection authority to cease production or stop using the production plants, as well as
a fine of not more than RMB100,000 for not obtaining the Acceptance Opinion (驗收意見). As a result
of the breach of the Environmental Protection Regulations of Fujian Province, the Environmental
protection authorities might also impose a fine of not more than RMB50,000 on us for not obtaining
the Permits to Discharge Pollutant in time.

Our non-compliance with relevant construction laws and regulations in the PRC may lead to the
impositions of fines

According to the relevant PRC laws and regulations, Zhangping Kimura shall obtain the
“Construction Land Use Planning Permit”, the “Planning Permit for Construction Works” and/or the
“Construction Works Commencement Permit” for plants constructed on part of the land held by it.
During the Track Record Period, since plants constructed on part of the land held by our Group were
constructed more than 10 years ago, our Company was not informed that we needed to procure
relevant construction certificates at that time, therefore, Zhangping Kimura did not obtain the
above-mentioned permits. Under the “Urban and Rural Planning Law of the PRC” (hereinafter referred
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to “Urban and Rural Planning Law”), if the right to use state-owned land for a construction project
is obtained by assignment, the construction entity shall, after concluding the contract for assignment
of the right to use state-owned land, obtain the Construction Land Use Planning Permit from the
competent department of urban and rural planning upon the approval, or verification or archive-filing
documents of the project as well as the contract for assignment of the right to use state-owned land.
Where a construction entity without the Construction Land Use Planning Permit is approved to use the
land, the people’s government at or above the county level shall cancel the approval document; if any
land has been occupied, such land shall be returned promptly; and if any damage has been caused to
a party concerned, compensations shall be made according to law. Under the “Urban and Rural
Planning Law”, to build any structure, fixture, road, pipeline or other engineering project within a city
or town planning area, the construction entity or individual shall apply to the competent department
of urban and rural planning for a Planning Permit for Construction Works. If a construction project
is proceeded without obtaining the planning permit on construction works or by violating the
provisions of the planning permit for construction works, the competent department of urban and rural
planning of the local people’s government at or above the county level shall order it to stop
construction. If it is still possible for the construction entity or individual to take measures to
eliminate the impact on the implementation of urban and rural planning, the department shall order it
or him to correct within a certain time limit and impose a fine of not less than 5% of the construction
cost but not more than 10% of the cost; if it is impossible to take measures to eliminate the impact,
the department shall order the construction entity or individual to dismantle the building or structure
within a certain time limit and confiscate the real objects or the illegal gain, and may also impose a
fine not more than 10% the construction cost. Under the “Construction Law of the PRC” (hereinafter
referred to “Construction Law”), before the start of construction projects, construction units shall
apply to the competent construction administrative departments for Construction Works
Commencement Permit. Construction enterprises, which act in violation of the aforesaid stipulations
to start construction operation without Construction Works Commencement Permit or at the time when
the application for construction operation has not yet been approved, shall be ordered to correct
themselves. Construction enterprises of which construction project cannot meet the requirement for
starting operation shall be ordered to stop construction operation and may be imposed fine penalties.
However, the law has not expressly stipulated the amount of penalties. According to our Company’s
confirmation the construction fees for such plants are about RMB4.5 million, therefore the maximum
penalty that may be imposed on our Group is anticipated to be approximately RMB0.5 million.

Zhangping Kimura, our Group’s major operating subsidiary in the PRC, may not be able to renew
its accreditation as high and new technology enterprise in the future, which will make Zhangping
Kimura unable to enjoy various benefits associated with such accreditation, including the
preferential income tax treatment

Our subsidiary, Zhangping Kimura is accredited as a High and New Technology enterprise in
October 2010 for an initial period of 3-years for the financial years 2010, 2011 and 2012. Under the
PRC EIT Law and its relevant regulations, High and New Technology enterprises are conferred with
a preferential income tax rate of 15% (reduced from the unified enterprise income tax rate of 25%
under the PRC EIT Law). Zhangping Kimura is awarded High and New Technology enterprise because
it is capable of meeting the various conditions imposed under the “Administration Measures for
Determination of High and New Tech Enterprises” (高新技術企業認定管理辦法). Such conditions
include (i) owning proprietary intellectual property of the core technology contained in its major
products and such proprietary intellectual property has been obtained through self development; (ii)
to reach the level of scientific and technical personnel with educational background and research and
development personnel; (iii) level of research and development expenses; (iv) level of revenue derived
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from sale of high and new tech products; (v) number of independent intellectual property rights, and
(vi) products are within the range as prescribed in the High and New technology fields under the key
support of the state, etc. Following the accreditation of Zhangping Kimura as a High and New
Technology enterprise, we have to submit our financial statements together with details of our
research and development activities and other technological innovation activities to the local tax
authority and other relevant authorities for the annual review to enjoy the 15% preferential tax
treatment. Our renewal of High and New Technology Enterprise accreditation will be on a 3 year basis
after the expiry in 2012. As advised by our PRC Legal Adviser, if we fail the annual review and cannot
obtain approval from the local tax authority to renew our High and New Technology enterprise
accreditation of Zhangping Kimura upon its expiration, Zhangping Kimura will no longer be entitled
to enjoy the preferential tax treatment, as well as the other benefits conferred under such accreditation.
For the years ended 31 December 2009, 2010 and 2011, the tax expense of Zhangping Kimura had been
reduced by approximately RMB nil, RMB5.6 million and RMB9.9 million, respectively under such
accreditation. Therefore, should we fail to renew such accreditation, our tax expenses will be
increased, our working capital, our financial performance and result may be adversely affected.

If we fail to source timber materials from legitimate sources or otherwise meet with our customers’
requests for using FSC or PEFC certified materials in production, we may be exposed to litigation
risks and our reputation and financial performance may be adversely affected

We source timber materials from legitimate sources and/or FSC and PEFC certified suppliers.
Although certification by FSC and PEFC is not a statutory requirement, some of our overseas
customers request us to use FSC/PEFC raw materials to produce their products.

In order to ensure the legitimacy of our timber raw materials and to comply with specific requests
by our customers, we have adopted various measures when procuring timber which includes the
inspection of licences/permits, certificates of origin, requiring relevant suppliers to provide
transaction documents bearing clear indication of FSC/PEFC accreditations for the materials supplied.
However, we cannot totally eliminate the possibility that the materials supplied may not comply with
FSC/PEFC standards or from legitimate sources as claimed by our suppliers. In case we fail to use
timber materials from legitimate sources or otherwise meet with our customers’ requests for using FSC
or PEFC certified materials in production, we may be exposed to litigation risks and our reputation
and financial performance may be adversely affected.

RISKS RELATING TO THE INDUSTRY

In the event that any of our overseas markets raises its entrance barriers or implements any trade
protection measures against our products, our business operations, financial performance and
results may be adversely affected

For the years ended 31 December 2009, 2010 and 2011, approximately 100.0%, 62.0% and 51.5%
of our total revenue was derived from sales to overseas markets in the Asia Pacific (exclusive of the
PRC), Europe and North America. Amongst the overseas sales, for the years ended 31 December 2009,
2010 and 2011, our revenue derived from North America was approximately RMB68.7 million,
RMB73.5 million and RMB101.2 million respectively. The market demand for our products may
weaken and we may encounter sales interruptions and/or increase in costs in the event of any rise in
entrance barriers or implementation of new trade protection measures.
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The administration of existing U.S. trade law may create adverse consequences for sales by us
to our customers. In particular, there are certain provisions under U.S. law that permits the U.S.
government to retaliate against certain alleged unfair foreign trading practices. The trade relations
between the U.S. and the PRC has been contentious in the recent past, and we cannot predict whether
this tension will interfere with the ability of our customers to import our products into the United
States in the future. Such action could further increase the costs of imported timber products generally,
or limit our ability to sell timber products to our customers as a result of restrictions on the import
of our products by our customers.

In addition, if manufacturers or governmental authorities in the U.S. or our other overseas
markets believe that our products or the products of our competitors were being “dumped” onto their
markets at prices lower than the prices of which comparable goods are sold in the domestic market
of the exporter, they could request the imposition of anti-dumping duties on our products, which may
deter our overseas customers’ interests in purchasing our products and thereby weaken the market
demand for our products. During the Track Record Period and up to the Latest Practicable Date, the
U.S. government had initiated various anti-dumping investigations and imposed anti-dumping duties
against some kinds of the timber-made products originated from the PRC such as specified kinds of
timber floors. Besides, the U.S. Congress has approved a bill on anti-dumping duties against
timber-made bedroom furniture in February 2012. Furthermore, the government of our other overseas
markets may also impose anti-dumping duties against PRC originated products from time to time.

During the Track Record Period and up to the Latest Practicable Date, we were not aware of any
anti-dumping investigations or anti-dumping duties imposed against our products nor have we
exported any timber-made bedroom furniture to the U.S. market or produced any timber floors which
are subject to anti-dumping duties. In the event the U.S. government or other governments of our
overseas markets imposes any anti-dumping duties against our products, raises the entrance barriers
or implements new trade protection measures in future, our business operations, financial performance
and results may be adversely affected and the prices of imported timber products may increase and
thus limit our ability to sell timber products to our overseas customers.

Changes in trends of the indoor and outdoor furniture market and garden landscape and courtyard
designs may affect our operations, financial condition and profitability

Our success depends to a large extent on possessing a competent product-design team that is
capable of anticipating, identifying and responding effectively to changing market trends and
consumers’ tastes. There can be no assurances that we will be able to continue developing products
that are appealing to consumers or successfully meet the ever-changing consumer demands in the
future. Moreover, as different regional markets in the PRC may face different local competitors and
different market conditions, we may not be able to distinguish our products from those of our
competitors. In the event that we fail to effectively anticipate, gauge and respond to the changing
market trends and consumers’ tastes, or are unable to differentiate our products from those of our
competitors, demand for our products may decrease and our operating results and financial
performance may be adversely affected.

Our Group’s performance may be subject to seasonality

Our Group generally records higher sales volumes in winter because the demand from our
customers for recreational products, landscape products and pet homes are usually higher in spring and
summer, and we, as the manufacturers, usually start our shipments for such overseas orders from
October till the end of February or March.
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As a result, our profits in the first half of every year will be affected as we have fixed and
indirect costs that do not fluctuate according to our seasonal revenue. As such, the profit forecast of
our Group for the six months ending 30 June 2012 as stipulated in Appendix III to this prospectus may
not give any indication to our overall financial performance for the full year ending 31 December 2012
and should not be interpreted as a guidance of our 2012 full year results. If we are unable to manage
our cash flow in an effective manner, we may face liquidity problems and our operations may be
adversely affected.

RISKS RELATING TO THE PRC

We may be deemed a PRC resident enterprise under the new PRC Enterprise Income Tax Law and
thus be subject to PRC taxation on our worldwide income

Under the new PRC Enterprise Income Tax Law that took effect on 1 January 2008, enterprises
established outside of the PRC whose “de facto management bodies” are located in the PRC are
considered “resident enterprises” and will generally be subject to the uniform 25% enterprise income
tax rate on their worldwide income. The State Council has promulgated implementation rules of this
new tax law which defines “de facto management body” as an organisation that exercises substantial
and overall management and control over an enterprise’s manufacturing or business operation, finance
and property.

Furthermore, Circular of the SAT on Issues Concerning the Identification of Chinese-controlled
Overseas Registered Enterprises as Resident Enterprise in Accordance with the Actual Standard of
Organisational Management《國家稅務總局關於境外注冊中資控股企業依據實際管理機構標準認定
為居民企業有關問題的通知》（國稅發[2009]82號）, that was issued on 22 April 2009 and has a
retrospective effect since 1 January 2008, provides specific tests regarding under what situations an
enterprise’s “de facto management body” would be considered to be located in the PRC. While
substantially all of our management is currently based in the PRC, and we expect them to continue to
be located in the PRC for the foreseeable future, it is unclear when PRC tax authorities will start the
determination process. In the event that we are treated as a “resident enterprise” for enterprise income
tax purposes, our worldwide income, excluding dividends received from our PRC subsidiaries, will be
subject to PRC income tax. See “Dividends payable by us to our foreign investors and gain on the sale
of our Shares may become subject to withholding taxes under PRC tax laws” below.

Additionally, under Circular of the SAT on Strengthening the Administration of Enterprise
Income Tax on Incomes from Equity Transfers of Non-Resident Enterprises (“Circular Guoshuihan
[2009] No. 698”)《關於加强非居民企業股權轉讓所得企業所得稅管理的通知》（國稅函[2009]698號）
issued by the SAT on 10 December 2009, even if we or our overseas subsidiaries are considered as
non-PRC resident enterprises, we cannot provide any assurance that any direct or indirect transfer of
our equity interests in our PRC subsidiaries via our overseas holding companies in the future will not
be subject to examinations by our PRC subsidiaries’ tax authorities and therefore will not be subject
to a withholding tax of 10%. See “Dividends payable by us to our foreign investors and gain on the
sale of our Shares may become subject to withholding taxes under PRC tax laws” below.

Dividends payable by us to our foreign investors and gains on the sale of our Shares may become
subject to withholding taxes under PRC tax laws

Under the new PRC Enterprise Income Tax Law and the implementation regulations issued by the
State Council, PRC income tax at the rate of 10% is applicable to dividends payable to investors that
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are “non-resident enterprises” (and that do not have an establishment or place of business in the PRC,
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. Similarly, any gain realised on the transfer of shares by such investors is also subject
to 10% PRC income tax if such gain is regarded as income derived from sources within the PRC.

Similarly, Circular Guoshuihan [2009] No. 698 provides that where a foreign investor indirectly
transfers the equity of a PRC resident enterprise by disposing the equity of an overseas holding
company (“Indirect Transfer”) located in a tax jurisdiction that: (i) has an effective tax rate of less than
12.5%, or (ii) does not tax its residents on their foreign incomes, the foreign investor shall report the
Indirect Transfer to the competent PRC tax authority within 30 days from the date when the equity
transfer agreement was made. The PRC tax authority will examine the true nature of the Indirect
Transfer. Should it deem the foreign investor to have made the transfer in order to avoid the PRC tax,
the PRC tax authority may disregard the existence of the overseas holding company and
re-characterise the Indirect Transfer.

As a result, gains derived from such Indirect Transfer may be subject to the PRC withholding tax
at the rate of 10%. Circular Guoshuihan [2009] No. 698 also provides that, where a non-PRC resident
enterprise transfers its equity interests in a PRC resident enterprise to its related parties at a price
lower than the fair market value, the competent tax authority has the authority to adjust the amount
of taxable income pertaining to the transaction.

Any slowdown in the PRC economy or changes in political and economic policies of the PRC
government could have an adverse effect on the overall growth in the PRC which could reduce the
demand for our products and materially and adversely affect our business, results of operations and
financial condition

In the years ended 31 December 2009, 2010 and 2011, our revenues generated from timber
products sold in the PRC amounted to approximately RMB0.04 million, RMB75.8 million and
RMB149.0 million. Accordingly, our business, results of operations and financial condition are
significantly affected by economic, political and legal developments in the PRC. Demand for our
products is dependent on the general economic condition in the PRC. As a result, any adverse change
in government policies or economic conditions in the PRC could have a material adverse effect on
overall economic growth in the PRC which in turn could lead to a reduction in the demand for our
products and consequently have a material adverse effect on our business, financial position and
results of operations.

Restrictions by the PRC Government on foreign exchange may limit the liquidity of our company

At present, the RMB is not freely convertible to other foreign currencies, and conversion and
remittance of foreign currencies are subject to PRC foreign exchange regulations. Under current PRC
laws and regulations, payments of current account items, including profit distributions, interest
payments and operation-related expenditures, may be made in foreign currencies without prior
approval from SAFE, but are subject to procedural requirements including presenting relevant
documentary evidence of such transactions and conducting such transactions at designated foreign
exchange banks within the PRC that have the licences to carry out foreign exchange business. Strict
foreign exchange control continues to apply to capital account transactions. These transactions must
be approved by or registered with SAFE, and repayment of loan principal, distribution of return on
direct capital investment and investment in negotiable instruments are also subject to restrictions.

RISK FACTORS

— 41 —



Uncertainties with respect to the PRC legal system could have a material adverse effect on us

Substantially all of our business and operations are conducted in the PRC and governed by PRC

laws, rules and regulations. Our PRC subsidiaries are generally subject to laws, rules and regulations

applicable to foreign investments in the PRC and, in particular, laws applicable to wholly

foreign-owned enterprises. The PRC legal system is a civil law system based on written statutes. Prior

court decisions may be cited for reference but have limited precedential value. Since the late 1970s,

the PRC government has significantly enhanced PRC legislation and regulations to provide protections

to various forms of foreign investments in the PRC.

However, the PRC has not developed a fully integrated legal system, and recently-enacted laws

and regulations may not sufficiently address all relevant aspects of economic activities in the PRC.

As many of these laws, rules and regulations are relatively new, and because of the limited volume

of published decisions, the interpretation and enforcement of these laws, rules and regulations involve

uncertainties and may not be as consistent or predictable as in other more developed jurisdictions. In

addition, the PRC legal system is based in part on government policies and administrative rules that

may have a retroactive effect. As a result, we may not be aware of our violation of these policies and

rules until some time after the violation.

Furthermore, the legal protection available to us under these laws, rules and regulations may be

limited. Any litigation or regulatory enforcement action in the PRC may be protracted and could result

in substantial costs and diversion of resources and management attention which could have a material

and adverse effect on our business, results of operations and financial condition.

You may encounter difficulties in effecting service of legal process and enforcing judgments against
us and our management

All of our production lines and a majority of our Directors are located in the PRC. As a result,

it may not be possible for you to effect service of legal process upon us or our Directors in the PRC.

The PRC does not have treaties providing for reciprocal recognition and enforcement of judgments of

courts with Hong Kong, the United States, the United Kingdom or most other western countries. Thus,

it may be difficult to enforce against us and our Directors in the PRC any judgments obtained from

any court or arbitral tribunal outside the jurisdiction of the PRC.

Fluctuations in interest rates and the recent credit crunch in the PRC may materially and adversely
affect the operations and borrowing power of our Group

As at 31 December 2009, 2010 and 2011, our Group’s borrowing amounted to approximately

RMB21.3 million, RMB47.0 million and RMB85.8 million, respectively. Due to the recent national

credit crunch, it is uncertain as to whether the bank interest rates in the PRC will continue to rise in

the coming years. Should the PRC government fail to ease the crunch, the borrowing power of our

Group will be reduced and our operations and financial performance is likely to be materially and

adversely affected.
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RISKS RELATING TO THE SHARE OFFER

Forward-looking statements contained in this prospectus should not be unduly relied upon

Various forward-looking statements which can be identified by the use of forward-looking
terminologies such as “may”, “will”, “expect”, “anticipate”, “continue”, “believe” and other similar
expressions are employed in this prospectus. In making these forward-looking statements, we and our
Directors have considered among others our business strategies to achieve our business objectives, the
anticipated growth of the industry we operate in. Such forward-looking statements are based on
assumptions regarding our present and future business strategies and the environment in which our
Group will operate in the future and are subject to certain risks, uncertainties and assumptions,
including the risk factors described in this prospectus. Should one or more of these risks or
uncertainties materialise, or should any underlying assumptions prove incorrect, the forward-looking
events or circumstances described in this prospectus might not occur in the way we expect.
Accordingly, investors should not place undue reliance on such forward-looking statements.

There has been no prior public market for our Shares and an active trading market may not develop

Prior to the Share Offer, there has been no public market for our Shares. The Offer Price may
not be indicative of the price at which our Shares will trade on the Stock Exchange upon Listing. There
can be no assurances that an active and a liquid market for our Shares will develop upon Listing, or
if it does develop, it will be sustained after Listing. Prices for our Shares will be determined in the
market place and may be influenced by various factors, including liquidity of the Shares, investors’
perceptions of our Group and the industry in which it operates and the general economic and market
conditions in Hong Kong and the PRC. Accordingly, we cannot predict whether an active or liquid
trading market for our Shares will develop or be sustained.

Trading volume and market price of the Shares may fluctuate

The price and trading volume of the Shares may be highly volatile. Factors such as variations in
the our revenues, earnings and cash flow, strategic alliances or acquisitions, industrial or
environmental accidents suffered by us, loss of key personnel, changes in ratings by financial analysts
and credit rating agencies, litigation or fluctuations in the market prices for the products or our raw
materials could cause large and sudden changes in the volume and price at which the Shares will trade.
In addition, significant price and volume fluctuations that are not related to our operating performance
may sometimes occur. These fluctuations may also materially and adversely affect the market price of
the Shares.

Purchasers of our Shares in the Global Offering will experience immediate dilution, and may
experience further dilution if we issue additional Shares in the future

The Offer Price of our Shares is higher than the value of the net tangible assets per Share
immediately prior to the Global Offering. Therefore, purchasers of our Shares in the Global Offering
will experience an immediate dilution to the value of the pro forma adjusted net tangible assets of
HK$0.36 per Share based on the maximum offer price of HK$1.15 per Share. In order to expand our
business, we may consider issuing additional Shares in the future. Purchasers of our Shares may
experience further dilution in the net tangible asset book value per Share of their Shares if we issue
additional Shares in the future at a price which is lower than the net tangible asset book value per
Share.

RISK FACTORS

— 43 —



Industry information and statistics contained in this prospectus may not be unduly relied upon

Certain industry information and statistics contained in the section headed “Industry Overview”

in this prospectus are derived from government, trade and industry associations. We believe that the

sources of the said industry information and statistics are appropriate sources for such information and

have taken reasonable care in extracting and reproducing such information. We have no reason to

believe that such information is false or misleading or that any fact has been omitted that would render

such information false or misleading. Such information has not been independently verified by us, the

Sole Sponsor, the Sole Global Coordinator, the Underwriters or any other party involved in the Global

Offering and no representation is given as to its accuracy.

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

Prior or subsequent to the publication of this prospectus, there has been or may be press and

media coverage regarding us and the Global Offering, in addition to marketing materials published by

us in compliance with the Listing Rules. We have not authorised any such press articles and media

reports, and the financial information, projections, valuations and other forward-looking information

about us contained in such unauthorised press articles and media reports may not truly reflect what

is disclosed in this prospectus. We make no representation as to the appropriateness, accuracy,

completeness or reliability of any information disseminated in such press articles and media reports

and we do not accept any responsibility for the accuracy or completeness of such financial

information, projections, valuations or other forward-looking information contained therein. To the

extent that any of the information in the press articles or other media reports is inconsistent or

conflicts with the information contained in this prospectus, we disclaim it. Accordingly, prospective

investors should only rely on information included in this prospectus and should not rely on any of

the information in such press articles or other media reports in making their investment decisions.
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