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

A copy of this prospectus, having attached thereto the documents specified in “Documents Delivered to the Registrar of Companies and Available for Inspection” in
Appendix VI to this prospectus, has been registered by the Registrar of Companies in Hong Kong as required by Section 342C of the Companies (Winding Up and
Miscellaneous Provisions) Ordinance (Chapter 32 of the Laws of Hong Kong). The Securities and Futures Commission of Hong Kong and the Registrar of Companies
in Hong Kong take no responsibility for the contents of this prospectus or any of the other documents referred to above.

The Offer Price is expected to be determined by agreement between the Joint Global Coordinators (on behalf of the Hong Kong Underwriters) and our Company on or
about Saturday, November 5, 2016 and, in any event, not later than Thursday, November 10, 2016. The Offer Price will be not more than HK$7.80 per Offer Share and
is currently expected to be not less than HK$5.80 per Offer Share, unless otherwise announced. Investors applying for the Hong Kong Offer Shares must pay, on
application, the maximum Offer Price of HK$7.80 per Offer Share, together with brokerage of 1.0%, SFC transaction levy of 0.0027% and Stock Exchange trading fee
of 0.005%, subject to refund if the Offer Price is less than HK$7.80 per Offer Share.

The Joint Global Coordinators (on behalf of the Underwriters), with the consent of our Company, may reduce the indicative Offer Price range stated in this prospectus
and/or reduce the number of Offer Shares being offered pursuant to the Global Offering at any time on or prior to the morning of the last day for lodging applications
under the Hong Kong Public Offering. In such a case, notices of the reduction of the indicative Offer Price range and/or the number of Offer Shares will be published
in the South China Morning Post (in English) and the Hong Kong Economic Times (in Chinese) not later than the morning of the last day for lodging applications under
the Hong Kong Public Offering. Such notice will also be available on the website of the Stock Exchange at www.hkexnews.hk and on the website of our Company at
www.zhouheiya.cn. Further details are set out in “ 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 Joint Global Coordinators (on behalf of the Hong Kong Underwriters) on or before Thursday, November 10,
2016 (Hong Kong time), the Global Offering (including the Hong Kong Public Offering) will not proceed and will lapse. See “Underwriting - Underwriting Arrangements
and Expenses - Hong Kong Public Offering - Grounds for Termination” in this prospectus.

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

Prospective investors of the Hong Kong Offer Shares should note that the obligations of the Hong Kong Underwriters under the Hong Kong Underwriting Agreement
to subscribe, and to procure subscribers for, the Hong Kong Offer Shares, are subject to termination by the Joint Global Coordinators (on behalf of the Hong Kong
Underwriters) if certain grounds arise prior to 8:00 a.m. on the Listing Date. Such grounds are set out in the section headed “Underwriting—Underwriting Arrangements
and Expenses—Hong Kong Public Offering—Hong Kong Underwriting Agreement—Grounds for Termination” 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 within the United States, except that Offer Shares may be offered, sold or delivered to QIBs in reliance on an exemption from registration under
the U.S. Securities Act provided by, and in accordance with the restrictions of, Rule 144A or another exemption from the registration requirements of the U.S. Securities
Act. The Offer Shares may be offered, sold or delivered outside the United States in offshore transactions in accordance with Regulation S.
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EXPECTED TIMETABLE

Latest time for completing electronic applications under
White Form el PO service through the designated
website www.eipo.com.hk® . ... ... 11:30 a.m. on

Application listsopen® . . .. ... ... .. L. 11:45 am. on

Latest time for lodging WHITE and YELLOW
Application FOrms. . .. ... i 12:00 noon on

Latest time for completing payment of WHITE FORM
el PO applications by effecting Internet banking
transfer(s) or PPS payment transfer(s) ............. 12:00 noon on

Latest time for giving electronic application

Friday,

Friday,

Friday,

Friday,

instructions to HKSCC™ . .. ... ... ... ........ 12:00 noon on Friday,
Application listsclose® .. ....................... 12:00 noon on Friday,
Expected Price Determination Date™® .. ....................... Saturday,

(1) Announcement of the final Offer Price, the level of
indication of interest in the International Offering, the
level of applications in the Hong Kong Public Offering and
the basis of allocation of the Hong Kong Offer Shares to be
published in the South China Morning Post (in English)
and the Hong Kong Economic Times (in Chinese) on or

before. . . ... Thursday,

(2) Results of allocations in the Hong Kong Public Offering
(with successful applicants’ identification document or
business registration numbers, where appropriate) to be
available through a variety of channels as described in
“How to Apply for Hong Kong Offer Shares — 11.

Publication of Results” in this prospectus ............... Thursday,

(3) A full announcement of the Hong Kong Public Offering
containing (1) and (2) above to be published on the website
of the Stock Exchange at www.hkexnews.hk and our

Company’s website at www.zhouheiya.cn® from .......... Thursday,

Results of allocations in the Hong Kong Public Offering will be
available at www.iporesults.com.hk with a “search by 1D”

function from . ... ... .. Thursday,

November 4,

November 4,

November 4,

November 4,

November 4,

November 4,

November 5,

November 10,

November 10,

November 10,

November 10,

2016

2016

2016

2016

2016

2016

2016

2016

2016

2016

2016



EXPECTED TIMETABLE

Dispatch of Share certificates or deposit of the Share
certificates into CCASS in respect of wholly or partially
successful applications pursuant to the Hong Kong Public

Offering on or before™® ...

Dispatch of refund cheques and White Form e-Refund payment
instructions in respect of wholly or partially successful
applications (if applicable) or wholly or partially unsuccessful
applications pursuant to the Hong Kong Public Offering

on or before®®

Dealings in the Shares on the Stock Exchange expected to

COMMENCE ON . . . .. e e e s i e e e s s i i e e e

Notes:

Thursday, November 10, 2016

Thursday, November 10, 2016

... Friday, November 11, 2016

1)
@)

(3

4

(5

(6)
("

(8

9

All times refer to Hong Kong local time, except as otherwise stated.

You will not be permitted to submit your application 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 an
application reference number from the designated website at or before 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.

If there is a tropical cyclone warning signal number 8 or above or a “black” rainstorm warning in force in Hong Kong
at any time between 9:00 a.m. and 12:00 noon on Friday, November 4, 2016, the application lists will not open or close
on that day. See “How to Apply for Hong Kong Offer Shares — 10. Effect of Bad Weather on the Opening of the
Application Lists” in this prospectus.

Applicants who apply for Hong Kong Offer Shares by giving electronic application instructions to HKSCC via CCASS
should refer to “How to Apply for Hong Kong Offer Shares — 6. Applying by Giving Electronic Application Instructions
to HKSCC via CCASS” in this prospectus.

The Price Determination Date is expected to be on or around Saturday, November 5, 2016 and, in any event, not later
than Thursday, November 10, 2016. If, for any reason, the Offer Price is not agreed between the Joint Global
Coordinators (on behalf of the Hong Kong Underwriters) and us by Thursday, November 10, 2016, the Global Offering
will not proceed and will lapse.

None of the website or any of the information contained on the website forms part of this prospectus.

Share certificates will only become valid at 8:00 am. on Friday, November 11, 2016 provided that the Global Offering
has become unconditional and the right of termination described in “Underwriting — Underwriting Arrangements and
Expenses — Hong Kong Public Offering — Grounds for Termination” in this prospectus has not been exercised. Investors
who trade Shares prior to the receipt of Share certificates or the Share certificates becoming valid do so at their own risk.
e-Refund payment instructions/refund cheques will be issued in respect of wholly or partially unsuccessful applications
pursuant to the Hong Kong Public Offering and also in respect of wholly or partially successful applicationsin the event
that the final Offer Price isless than the price payable per Offer Share on application. Part of the applicant’s Hong Kong
identity card number or passport number, or, if the application is made by joint applicants, part of the Hong Kong identity
card number or passport number of the first-named applicant, provided by the applicant(s) may be printed on the refund
cheque, if any. Such data would also be transferred to a third party for refund purposes. Banks may require verification
of an applicant’s Hong Kong identity card number or passport number before encashment of the refund cheque.
Inaccurate completion of an applicant’s Hong Kong identity card number or passport number may invalidate or delay
encashment of the refund cheque.

Applicants who have applied on WHITE Application Forms or through the White Form el PO service for 1,000,000 or
more Hong Kong Offer Shares and have provided all information required by the Application Form may collect any
refund cheques and/or Share certificates in person from our Company’s Hong Kong Share Registrar, Computershare



EXPECTED TIMETABLE

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, November 10, 2016 or such other date as notified by our
Company in the newspapers as the date of dispatch/collection of Share certificates/e-Refund payment instructions/refund
cheques. Applicants being individuals who is eligible for personal collection may not authorize any other person to
collect on their behalf. Applicants being corporations which is eligible for personal collection must attend through their
authorized representatives bearing letters of authorization from their corporation stamped with the corporation’s chop.
Both individuals and authorized representatives of corporations must produce evidence of identity acceptable to our
Hong Kong Share Registrar at the time of collection.

Applicants who have applied on YELLOW Application Forms for 1,000,000 or more Hong Kong Offer Shares may
collect their refund cheques, if any, in person but may not elect to collect their Share certificates as such Share
certificates will be issued in the name of HKSCC Nominees and deposited into CCASS for credit to their or the
designated CCASS Participants’ stock account as stated in their Application Forms. The procedures for collection of
refund cheques for YELLOW Application Form applicants are the same as those for WHITE Application Form
applicants.

Applicants who have applied for Hong Kong Offer Shares by giving electronic application instructions to HKSCC
should refer to “How to Apply for Hong Kong Offer Shares — 14. Dispatch/Collection of Share Certificates and Refund
Monies — Personal Collection - (iv) If you apply via Electronic Application Instructions to HKSCC” in this prospectus
for details.

Applicants who have applied through the White Form el PO service and paid their applications monies through single
bank accounts may have refund monies (if any) dispatched to that bank account in the form of e-Refund payment
instructions. Applicants who have applied through the White Form el PO service and paid their application monies
through multiple bank accounts may have refund monies (if any) dispatched to the address as specified in their
application instructions in the form of refund cheques by ordinary post at their own risk.

Applicants who have applied for less than 1,000,000 Hong Kong Offer Shares and any uncollected Share certificates
and/or refund cheques will be dispatched by ordinary post, at the applicants’ risk, to the addresses specified in the
relevant applications.

Further information is set out in “How to Apply for Hong Kong Offer Shares — 13. Refund of Application Monies” and
“How to Apply for Hong Kong Offer Shares — 14. Dispatch/Collection of Share Certificates and Refund Monies” in this

prospectus.

The above expected timetable is a summary only. You should refer to the sections headed
“Structure of the Global Offering” and “How to Apply for Hong Kong Offer Shares” in this
prospectus for details of the structure of the Global Offering, including the conditions of the
Global Offering, and the procedures for application for the Hong Kong Offer Shares.
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SUMMARY

This summary aims to give you an overview of the information contained in this prospectus. As
it isa summary, it does not contain all the information that may be important to you. You should read
the whole document before you decide to invest in the Offer Shares.

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

OVERVIEW

Braised food has a long history in the Chinese cooking tradition and is one of the favorite food types of
Chinese people. Braised food is made by simmering food such as meat, vegetables or bean curd in a master
stock for hours, after the initial treatment and blanching of the raw materials, to absorb the flavor of the master
stock and be tenderized. The master stock generally consists of different spices and broth to create unique
aroma and flavors. The ingredients of the master stock vary from region to region due to varying flavor
preferences in different regions of China. Braised food has gradually shifted from traditional table food to
casual food, mainly tailored for leisure consumption. Casual braised food has become more popular as a result
of its easy-to-carry packaged format as well as the increased availability through sales outlets located among
high pedestrian traffic locations. According to Frost & Sullivan (Beijing) Inc., Shanghai Branch Co., or Frost
& Sullivan, since 2010 casual braised food has been the fastest-growing market segment in the overall casual
food industry in China.

We produce, market and retail casual braised food. Since our founder, Zhou Family opened our first store
in Wuhan in 2002, we have become a leading brand and retailer of casual braised food in China, in terms of
revenue, retail sales value as well as the number of self-operated retail stores, according to Frost & Sullivan.
Under our brand “Zhou Hei Ya (J8215)”, we market and sell casual braised food in China primarily through
757 self-operated retail stores in 40 cities covering 12 provinces and municipalities in China as of the Latest
Practicable Date as well as our established online channels. We contributed to transforming the casual braised
food industry by upgrading its retail model from traditional roadside stalls into branded chain stores with a
distinguishable brand image and hygienic shopping spaces that provide products and services of consistent
quality. We are also the first braised food company that has achieved a complete shift from selling unpackaged
products to MAP products.

Our Industry and Market Position

We have in the past benefitted from the robust growth of our industry. According to Frost & Sullivan, the
retail sales value of the PRC casual braised food industry increased from RMB23.2 billion in 2010 to RMB52.1
billion in 2015, representing a CAGR of 17.6% from 2010 to 2015, and is expected to grow to RMB123.5
billion by 2020, representing a CAGR of 18.8% from 2015 to 2020.

According to Frost & Sullivan:

° we were the second largest casual braised food company by revenue and our revenue accounted for
approximately 6.8% of total revenue generated by China's casual braised food companies in the
twelve months ended June 30, 2016;

° we were the second largest casual braised food company by retail sales value and our retail sales
value accounted for approximately 5.5% of total retail sales value of China’'s casual braised food
companies in the twelve months ended June 30, 2016;

° we operated the second largest self-operated retail store network among all casual braised food
companies in China as of June 30, 2016;

° we had an industry leading average revenue per self-operated retail store among all major casual
braised food companies in China in the twelve months ended June 30, 2016;

° we had the largest market share in terms of revenue generated from online channels among all
casual braised food companies in China in the twelve months ended June 30, 2016; and

° we ranked first in terms of top-of-mind awareness, customer satisfaction and frequency of customer
patronage among all casual braised food brands according to the survey conducted by Frost &
Sullivan in 20 cities in China in 2015.

See “Industry Overview” for more details.
Our Brand and Image

We aspire to establish ourselves as a young, exuberant and culturally defined lifestyle brand. We believe
our products are popular, hygienic and convenient to consume. Our logo, which embodies our brand image, is
a vivid cartoon image associated with the “Zhou Hei Ya ?J%‘"]Eﬂ%)" brand name. To promote our brand
philosophy of “More Entertainment, More Fun” (* & 445 pL4%"), we adopt various tailored and creative
marketing campaigns, such as product placement in an international blockbuster movie, sponsoring a
high-speed bullet train to market our brand and products and displaying advertisements on light rail trains, and
utilize various interactive media formats, including online marketing and out-of-home advertisements, to
effectively enhance our brand awareness.
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Since our inception, one of our core values is “customers first” in our production and service provision,
aiming at satisfying their expectations and needs. We continuously develop our product offerings, enhance
hygiene and safety, and fine tune the taste of our products in order to cater to customer demands and
preferences. In particular, we believe that young customers have played an important role in our industry. Our
lifestyle brand image and marketing strategies are specially designed to appeal to young customers. Our
customer-focused culture has enabled us to establish aloyal customer base, which in turn, further increases our
brand value.

Our Products

We are specialized in the production, marketing and retailing of casual braised food, in particular, braised
ducks and duck parts. Our duck part products primarily include duck necks, duck wings, duck collarbones, duck
tongues, duck webs and others. We also offer other products, mainly including braised red meat, braised
vegetable products and other braised poultry. Our products possess a popular and rich flavor, which appeals to
consumers in different regions in China. High-quality and popular products form our core competitive
advantage. According to a consumer survey conducted by Frost & Sullivan in 20 cities in China in 2015, we
ranked first in terms of top-of-mind awareness and customer satisfaction among all casual braised food brands.

We offer products that change the traditional impressions of Chinese braised food. We introduced MAP
products and vacuum packaged products which are ready-to-eat and allow customers to enjoy our products
conveniently at leisure in various situations. Our continuous improvements in packaging technologies enable
us to offer products with arelatively longer shelf life, thereby allowing us to retail and distribute our products
to different regions in China through different sales channels, including online channels. We have influenced
provincial standards for MAP technology that are applicable to casual braised food in Hubei Province.

Our Suppliers and Procurement Policies

We typically retain multiple suppliers for each of our major raw materials and all of them are independent
third parties. Our major duck suppliers are qualified industrialized poultry companies in China. We transacted
with 65, 67, 53 and 41 duck suppliersin the years ended December 31, 2013, 2014 and 2015 and the six months
ended June 30, 2016, respectively. Some of our suppliers are owned or controlled by two groups in poultry
industry in China and the aggregate purchases from these suppliers accounted for approximately 59%, 64%,
65% and 66% of our total purchase cost in 2013, 2014 and 2015 and the six months ended June 30, 2016,
respectively.

We select our duck suppliers based on stringent evaluation and assessment criteria and conduct an annual
evaluation on all of our duck suppliers at each year end in order to review their performance and replace
unqualified ones. Moreover, the suppliers are required to present relevant quality inspection certificates in
connection with the products to be delivered to us.

Our typical supply agreements have aterm of one year subject to annual review and renewal. We monitor
the market price and trends of raw materials. Depending on the actual production plan, we place purchase
orders under the supply agreements, which set forth the amount or quantity, quality specifications, payment
terms and delivery schedule.

Raw material costs constituted the major component of our cost of sales. During the Track Record Period,
our raw material costs amounted to approximately RMB409.2 million, RMB656.5 million, RMB845.5 million
and RMB408.2 million, respectively, in 2013, 2014 and 2015 and the six months ended June 30, 2016,
accounting for approximately 78.5%, 80.1%, 79.8% and 78.8%, respectively, of total cost of sales over the
same periods.

Our Sales Channels

We market and sell our products primarily through our self-operated retail stores, as well as other sales
channels, including online channels and a limited number of distributors. As of the Latest Practicable Date, we
had established a self-operated retail store network that comprised 757 self-operated retail stores in 40 cities
covering 12 provinces and municipalities in China. Our focus on our self-operated model enables us to
effectively monitor product quality, enhance hygiene and safety, execute operational and financial initiatives,
collect valuable customer data and feedback, as well as promptly and flexibly respond to shifting market trends
and consumer preferences.

Similar to casual food, casual braised food is generally purchased impulsively and consumed at different
occasions, including in-between meal snacking, at social and sporting events and while traveling. We believe
it isimportant to establish a broad retail presence to satisfy consumer’ desire to have easy access to appealing
snack foods. We strategically locate our retail stores in areas with high pedestrian traffic and high
concentrations of our customers, such as transport hubs, commercial complexes and shopping malls.
Leveraging our standardized site identification and store establishment procedures, as well as centralized
procurement of in-store furnishings and displays, we are able to significantly reduce upfront investment,
minimize preparation time for new store openings, and achieve a short Breakeven Period and Investment
Payback Period for our stores.

° During the Track Record Period, the Breakeven Period of our newly opened self-operated retail
stores generally ranged from one to two months, and the Investment Payback Period of our newly
opened self-operated retail stores generally ranged from two to six months.
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. Taking advantage of our standardized store opening procedures and relatively small floor area of
each store on average, we incurred relatively lower capital expenditures to open stores during the
Track Record Period as compared to the store opening costs of other retailers that might have bigger
average retail store size and wider product offerings in China. Our average capital expenditure to
open a self-operated retail store was approximately RMB133.8 thousand, RMB108.8 thousand,
RMB98.4 thousand and RMB107.3 thousand, respectively, in 2013, 2014 and 2015 and the six
months ended June 30, 2016. We expect the average capital expenditure for opening a new
self-operated retail store to be approximately RMB120.0 thousand for the year ending December
31, 2016.

The following table sets forth our same store comparable sales and relevant information for the periods
indicated.

Six Months Ended
June 30,
2013 versus 2014 2014 versus 2015 2015 versus 2016

Number of comparable self-operated

retail Stores ........cccoovvviiiiieiiiiiineennnn, 248 328 426
Total comparable store sales (in RMB

MITTTONY oo 886 1,112 1,386 1,549 944 990
Same store sales growth rate ............... 25.5% 11.8% 4.9%

We maintained same store sales growth during the Track Record Period. The same store sales growth rate
was higher in 2013 and 2014 primarily because a large number of transport hub stores which we opened prior
to 2013 became mature and recorded increased revenue in 2013 and 2014.

Our Production and Quality Control

We currently have two processing facilities located in Wuhan, Hubei Province and in Shanghai. To
support our expanding retail store network and growing online channels, we are constructing the second phase
of our processing facility in Wuhan, Hubei Province, which is expected to be completed by the end of 2016.
We also plan to construct another processing facility in Dongguan, Guangdong Province, for which we have
obtained a parcel of land. The table below sets forth a summary of production capacity in terms of the number
of products and utilization rates for our MAP products in our current facilities for the periods indicated.

Year Ended December 31, 2013 Year Ended December 31, 2014
Designed Designed
Production Production Utilization Production Production Utilization
Capacity® Volume Rate® Capacity® Volume Rate®
(boxes)  (tons) (boxes) (tons) (boxes)  (tons)  (boxes) (tons)
Wuhan Facility®
MAP products™........ 26,418,000 7,236 19,820,000 5,429 75.0% 75,248,000 19,390 60,440,000 15,575 80.3%
Shanghai Facility
MAP products®........ 3,960,000 1,077 1,390,000 378 35.1% 8,660,000 2,048 7,440,000 1,760 85.9%
Year Ended December 31, 2015 Six Months Ended June 30, 2016
Designed Designed
Production Production Utilization Production Production Utilization
Capacity® Volume Rate® Capacity® Volume Rate®
(boxes)  (tons) (boxes) (tons) (boxes)  (tons) (boxes) (tons)
Wuhan Facility®
MAP products®........ 102,359,000 26,355 85,130,000 21,919 83.2% 55,603,000 13,863 51,510,000 12,843 92.6%
Shanghai Facility
MAP products®........ 19,620,000 4,587 13,540,000 3,166 69.0% 11,121,000 2,607 8,219,000 1,927 73.9%
Notes:

(1) The designed production capacity is the number of boxes of MAP products that each product line can produce in the relevant
year/period, which is calculated based on the production of standardized products and the actual amount of working hours of the
machinery, assuming 16 hours per day in the Wuhan facility and 8 hours per day in the Shanghai facility. The number of days for the
year ended December 31 and the six months ended June 30 is 365 days and 181 days, respectively. The designed capacity of MAP
products in terms of tons is calculated based on the design capacity in terms of number of boxes and the actual average weight per
box based on the actual product mix produced in the relevant year/period.

2) The utilization rate is calculated based on the production volume divided by the designed annual production capacity in the relevant
year/period.
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3) In addition to MAP, we also produced unpackaged products in 2013 and 2014 and vacuum packaged products during the Track Record
Period. The designed and actual output volume of these production lines may be varied dependent on a number of factors, including
the type of products to be produced, their respective specifications, working hours of the machinery, etc. In addition, subject to the
type and specifications of vacuum packaged products to be produced, the vacuum sealing machines for the final packaging stage of
vacuum packaged products is subject to constant manual adjustments by our employees, the output volume of which may be varied
depending on the proficiency of these employees. As such, the production capacity and utilization rate of our production lines for
unpackaged and vacuum packaged products cannot be ascertained objectively.

(4) We operated four, seven, eight and eight production linesin 2013, 2014 and 2015 and the six months ended June 30, 2016, respectively,
for MAP products in Wuhan facility.

(5) We operated two, two, three and three production lines in 2013, 2014 and 2015 and the six months ended June 30, 2016, respectively,

for MAP products in Shanghai facility.

‘As ensuring food safety is of the utmost importance in our industry, we adopt stringent quality control
practices throughout the supply chain and across all of our sales channelsto ensure the products we sell adhere
to national food safety standards. We procure most of our key raw materials directly from raw material
suppliers to_exert better control over quality and costs. We also procure spices from their regions of origin to
ensure consistent quality and competitive pricing. We require personnel involved in our production activities
to follow strict hygiene standards.

OUR COMPETITIVE STRENGTHS

‘We believe that the following competitive strengths differentiate us from our competitors and have
contributed to our success:
A leading brand and retailer of casual braised food in China
Strong brand recognition and popular products, underpinned by large and loyal customer base

Well-established self-operated retail store network, leveraging our highly standardized and scalable
business model to support sustainable growth

° Tailored and creative branding and marketing strategies that effectively enhance brand awareness
and capture growth opportunities

° Efficient and effective supply chain management supported by strong and stringent quality
assurance systems

° Experienced and visionary management team embracing a customer-focused corporate culture
OUR BUSINESS STRATEGIES

) Our objective is to continue to grow and expand our business as a leading casual braised food company
in China, to further strengthen and advance our leadership and market share in China, and to expand
internationally as one of the top casual food brands. We aim to achieve this through the following:

Further penetrate existing markets and strategically expand into new regions

Further expand our online channels to offer convenience and value to customers

Deys?lop_ new products and introduce new technologies to continuously enhance consumers’
satisfaction

° Further improve operational efficiency and expand production capacity
Further strengthen our brand equity and promote our unique culture and lifestyle image

SUMMARY CONSOLIDATED FINANCIAL INFORMATION

The following is a summary of our consolidated financial information as of and for the years ended
December 31, 2013, 2014 and 2015 and the six months ended June 30, 2016 as well as our unaudited
consolidated financial information as of and for the six months ended June 30, 2015, extracted from the
Accountants’ Report set out in Appendix | to this prospectus. The below summary should be read in conjunction
with the consolidated financial information in Appendix I, including the accompanying notes and the
information set forth in “Financial Information”.

Summary Consolidated Statements of Profit or Loss and Other Comprehensive Income
The following table sets forth, for the periods indicated, our consolidated results of operations.

Year Ended December 31, CAGR Six Months Ended June 30,
2013 2014 2015 (2013-2015) 2015 2016
RMB’000 % RMB’000 % RMB’000 % % RMB’000 % RMB’000 %
(Unaudited)

Revenue .......ccccoeveevineenns 1,217,577 100.0 1,809,082 100.0 2,432,009 100.0 41.3 1,174,692 100.0 1,389,135 100.0
Cost of sales.........covr.n.... (521,581) (42.8) (819,532) (45.3) (1,059,190) (43.6) 425  (531,071) (45.2) (518,104) (37.3)
Gross profit .....ccccevvnenne. 695,996 57.2 989,550 54.7 1,372,819 56.4 40.4 643,621 54.8 871,031  62.7
Other income and gains,

net .......... T 13881 11 27,127 15 28,062 1.2 42.2 9,066 0.8 13,008 0.9
Selling and distribution

EXPENSES......cvivririniine (283,188) (23.3) (374,895) (20.7 527,969) (21.7 36.5 (231,731) (19.8) (311,937) (224
Administrative expenses....  (79,600) (6.5)  (91,380) (5.1) (124,724) (5.1 25.2 (50,833) (4.3) (61,933) (4.5

Profit before tax. 347,089 28,5 550,402 30.4 748,188  30.8 46.8 370,123 315 510,169 36.7
Income tax expense.. . (87,161) (7.2) (139,495) (7.7) (195,450) (8.1) 49.7 (99,677) (8.5) (129,430) (9.3)
Profit for the

year/period.........c.coe.... 259,928 21.3 410,907 22.7 552,738  22.7 45.8 270,446  23.0 380,739 27.4
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Year Ended December 31, CAGR Six Months Ended June 30,
2013 2014 2015 (2013-2015) 2015 2016

RMB’000 % RMB’000 % RMB’000 % % RMB’000 % RMB’000 %
(Unaudited)

Other comprehensive
income

Other comprehensive
income to be
reclassified to profit or
loss in subsequent
periods:

Available-for-sale
investments:
Changes in fair value,
net of taxX ........eee.e. 3,083 0.3 3,341 0.2 1,405 0.1 (32.5) 1,280 0.1 1,537 0.1
Reclassification
adjustments for
gains and losses
included in the
profit or loss -

gains on disposal,
net of taxX ........ce..e. (3,083) (0.3 (3,341) (0.2) (1,405)  (0.1) 325 (1,280) (0.1) (1,537) (0.1)

Exchange differences on
translation of foreign
operations .......c..cee.ne. — — — — 7,690 0.3 N/A — — 1,360 0.1
Other comprehensive
income for the
year/period, net of tax —

Total comprehensive

income for the
year/period.................. 259,928  21.3 410,907 22.7 560,428 23.0 46.8 270,446  23.0 382,099 275

1,360 0.1

7,690 0.3 N/A —

The following table sets forth the revenue contribution, the sales volume and the average selling prices
of our product categories for the periods indicated:

Year Ended December 31, Six Months Ended June 30,
2013 2014 2015 2015 2016
Average Average Average Average Average
Sales  Selling Sales  Selling Sales  Selling Sales  Selling Sales  Selling
Price  Revenue Volume  Price  Revenue Volume  Price

Revenue Volume  Price  Revenue Volume  Price  Revenue Volume
(RMB'000)  (tons) (RMB/kg) (RMB'000) (tons) (RMB/kg) (RMB'000) (tons) (RMB/kg) (RMB'000) (tons) (RMB/kg) (RMB'000) (tons) (RMBIkg)

(Unaudited)

Ducks and duck part
products™® ... 1,090,000 17,045 639 1,662,589 23548 706 2,206,208 27,293 80.8 1,064,644 13731 775 1231851 13932 884

Other products®®.., 127,577 2,543 502 146,493 2,127 53.7 225801 3,327 679 110,048 1,625 67.7 157,284 2,146 733

L6 1217577 19,588 1,809,082 26,275 2432009 30,620 1174692 15356 1,389,135 16,078

(1) The average selling prices are for indicative purposes only. Our various products are sold in different specifications with a wide price
range, see “Business — Our Products” for more details.
2) Other products mainly include braised red meat, braised vegetable products and other braised poultry.

The following table sets forth the revenue contribution, the sales volume and the average selling prices
of our main products by packaging we sold for the periods indicated:

Year Ended December 31, Six Months Ended June 30,
2013 2014 2015 2015 2016
Average Average Average Average Average
Selling Selling Selling Selling Selling
Sales Price Sales Price Sales Price Sales Price Sales Price

Revenue Volume (RMB/  Revenue Volume (RMB/ Revenue Volume (RMB/  Revenue Volume (RMB/ Revenue Volume (RMB/
(RMB’000)  (tons) kg) (RMB’000) (tons) kg) (RMB’'000) (tons) kg)  (RMB'000) (tons) kg) (RMB'000) (tons) kg)

(Unaudited)

MAP® 459,972 17,753 59.3 1,264,589 19,322 655 2,082,982 26,961 773 985695 13,532 728 1232220 14,686 83.9

Vacuum
packaged @ ... 280,161 3,842 729 367,484 4,431 82.9 314,880 3515 89.6 170,572 1,693 100.8 138535 1,276 108.6

Unpackaged® ......... 461,851 7,904 58.4 155352 2,419 64.2 — - — - — — — —



SUMMARY

Notes:

(1) The average selling prices are for indicative purpose only. Our various products are sold in different specifications with a wide price
range, see “Business — Our Products” for more details. We also offer sauce and other products, specifications and price ranges of
which vary significantly. Therefore, the presentation of average selling price for other products is not meaningful.

2) The average selling price of our vacuum packaged products in the first half of a calendar year is generally higher than that of the full
year, primarily due to the sales of gift boxes during the Chinese New Year holiday which typically have higher selling prices.

The following table sets forth the revenue contribution by each of our sales channels for the periods
indicated:

Year Ended December 31, Six Months Ended June 30,

CAGR
2013 2014 2015 (2013-2015) 2015 2016
RMB’000 % RMB'’000 % RMB’000 % % RMB’000 % RMB'000 %
(Unaudited)

Self-operated retail

StOTES. v 1,087,666 89.4 1,589,134 87.9 2,131,428 87.6 40.0 1,032,530 87.9 1,217,399 87.6
Online channels......... 58,735 4.8 110,492 6.1 172,435 7.1 713 69,831 5.9 113,679 8.2
Distributors................ 64,693 5.3 103,682 5.7 111,812 4.6 315 61,493 5.2 53,075 3.8
Others® .......cco......... 6,483 0.5 5,774 0.3 16,334 0.7 58.7 10,838 1.0 4,982 0.4

Total Revenue........... 1,217,577 100.0 1,809,082 100.0 2,432,009  100.0 413 1,174,692  100.0 1,389,135  100.0

Note:
(1) Primarily include revenue generated from vending machines and other direct sales through subsidiaries.

The table below sets forth (i) a breakdown of the number of our self-operated retail store network and
(i) a breakdown of revenue contribution as a percentage of total revenue from self-operated retail stores, each
presented by geographic location as of the dates or for the periods indicated.

As of December 31, CAGR As of June 30,
2013 2014 2015 (2013-2015) 2015 2016
% % % % % %
Number of stores
Central China® ............. 283 72.8 314 67.1 341 53.2 9.8 326 57.8 361 50.4
Southern China . 69 17.7 81 17.3 140 21.8 42.4 127 22.7 157 21.9
Eastern China ®... 18 4.6 32 6.8 63 9.8 87.1 47 8.3 79 11.0
Northern China ¥ 19 4.9 41 8.8 80 12.5 105.2 58 10.3 20 12.6
Southwestern China ©® ... — — — — 17 2.7 N.A. 5 0.9 29 4.1
Total number of stores. 389 100.0 468 100.0 641 100.0 28.4 563 100.0 716 100.0
Year Ended December 31, CAGR Six Months Ended June 30,
2013 2014 2015 (2013-2015) 2015 2016
RMB’000 % RMB’000 % RMB’000 % % RMB’000 % RMB’000 %
(Unaudited)
Revenue
Central China®.......... 902,074 829 1,237,539 77.8 1,493,759 70.1 28.7 753,410 73.0 844,134 69.3
Southern China®....... 120,390 11.1 190,238 12.0 325,755 15.3 64.5 142,621 13.8 167,801 13.8
Eastern China®......... 29,246 2.7 72,894 4.6 143,320 6.7 121.4 63,385 6.1 101,042 8.3
Northern China® ... 35,956 33 88,463 56 154,751 7.3 107.5 69,152 6.7 93,052 7.6
Southwestern
China® ............... — — — — 13,843 0.6 N.A. 3,962 0.4 11,370 1.0
Total oo, 1,087,666 100.0 1,589,134  100.0 2,131,428  100.0 40.0 1,032,530 100.0 1,217,399  100.0
Notes:

(1) Comprises Hubei Province, Hunan Province, Henan Province and Jiangxi Province.
2) Comprises Guangdong Province (including Shenzhen).

(3) Comprises Shanghai, Jiangsu Province and Zhejiang Province.

(4) Comprises Beijing and Tianjin.

(5) Comprises Chongging and Sichuan Province.

During the Track Record Period, central China was our leading regional market and Hubei Province, our
home market, contributed a significant portion of our revenue during the Track Record Period. As of December
31, 2013, 2014 and 2015 and June 30, 2016, there were 197, 231, 248 and 262 self-operated retail stores in
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Hubei Province, respectively. Revenue derived from these self-operated retail stores in Hubei Province
amounted to approximately RMB792.3 million, RMB1,090.0 million, RMB1,279.9 million and RMB718.4
million in 2013, 2014 and 2015 and six months ended June 30, 2016, respectively, representing approximately
65.1%, 60.3%, 52.6% and 51.7% of our total revenue over the same periods.

Summary Consolidated Statements of Financial Position

As of December 31, As of June 30,
2013 2014 2015 2016

RM B’ 000 RM B’ 000 RM B’ 000 RM B’ 000
Assets
Non-current assets 354,515 424,533 549,100 606,959
Current assets... 406,147 767,835 406,968 587,769
TOtal ASSELS..cvvvniiiiiieiiii et 760,662 1,192,368 956,068 1,194,728
Total EQUITY «ovvveiieiiiiiii e 579,580 922,164 384,982 767,081
Liabilities
Non-current liabilities 15,361 16,631 23,168 23,769
Current liabilities 165,721 253,573 547,918 403,878
Total liabilitieS ......ccovvvviiiiiieeiiiii e 181,082 270,204 571,086 427,647
Net current assets/(liabilities) ........ccccccviiiiieeirinnnnnn. 240,426 514,262 (140,950) 183,891
Total assets less current liabilities.............ccc......... 594,941 938,795 408,150 790,850

We had a net current liabilities position of RMB141.0 million as of December 31, 2015 as a result of the
Reorganization, which was completed in July 2015. In connection with our Reorganization, Wuhan ZHY
Holdco transferred the operating assets relating to our business as well as the equity interest of the subsidiaries
engaged in our business to our Group. The assets and liabilities not related to our business, which amounted
to RMB821.8 million, were retained by Wuhan ZHY Holdco and treated as a distribution to the Controlling
Shareholders. See “Financial Information—Net Current Assets/Liabilities” and the Accountants’ Report set out
in Appendix | to this prospectus for more details.

Summary Consolidated Statements of Cash Flows

Six Months
Ended
Year Ended December 31, June 30,
2013 2014 2015 2016

RMB'000 RMB’000 RMB’000 RMB’000

Net cash generated from operating activities .............cccc..ccoooee 253,669 473,824 624,432 438,579
Net cash used in investing activities ...........cccccccoeiiiiiinnnns (248,9373 (382,478; 2283,3073 5232,8143
Net cash used in financing activitiesS..........cccoovevviiiiiiiiiieeeinnnnn. (60,000 (64,317 329,010 202,771
Net (decrease)/increase in cash and cash equivalents.......... e (55,268) 27,029 12,115 2,994
Cash and cash equivalents at the beginning of the year/period .. 92,020 36,752 63,781 82,338
Effect of foreign exchange rate changes, net............ccccceeeeeennnnn. — — 6,442 450
Cash and cash equivalents at the end of the year/period............ 36,752 63,781 82,338 85,782

KEY FINANCIAL RATIOS
The following table sets forth key financial ratios for the periods or as of the dates indicated:

For the Years Ended/ Six Months Ended/
As of December 31, As of June 30,
2013 2014 2015 2015 2016

(Unaudited)

Profitability ratios:

GrOSS MAIGIN covveieiiieeiiie e e e eais 57.2% 54.7% 56.4% 54.8% 62.7%
Net profit margin .........ccoooiiieiiiiiiien. 21.3% 22.7% 22.7% 23.0% 27.4%
Rates of return:

ROAM e 34.2% 34.5% 57.8% 22.0% 31.9%
ROE® ..ot 44.8% 44.6% 143.6% 30.3% 49.6%
Liquidity ratios:

Current ratio® ... 2.5x 3.0x 0.7x 2.3x 1.5x
QUICK ratio™ .......coiiieice e 2.1x 2.8x 0.5x 2.1x 1.2x
Capital adequacy ratios:

Net debt to equity ratio®™ ............ccceeeeveeennnn. net cash net cash net cash net cash net cash
Notes:

(1) Calculated using profit for the year/period divided by total assets at the end of the year/period, multiplied by 100%.
2) Calculated using profit for the year/period divided by total equity at the end of the year/period, multiplied by 100%.
(3) Calculated using current assets/current liabilities at the end of year/period.
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(4) Calculated using current assets less inventory/current liabilities at the end of year/period.
(5) Calculated using total debt less cash and cash equivalent/total equity at the end of year/period. We did not have any bank borrowings
during the Track Record Period.

The fluctuations of rates of return and liquidity ratios in 2015 and the six months ended June 30, 2016
were mainly caused by the decreased total assets and total equity as of December 31, 2015 due to the
Reorganization which was completed in July 2015. In connection with the Reorganization, the assets and
liabilities which were retained by Wuhan ZHY Holdco and were treated as a distribution to the Controlling
Shareholders amounted to RMB821.8 million upon the completion of the Reorganization, primarily consisting
of (i) prepayments, deposits and other receivables of RMB473.0 million, (ii) amount due from the Group of
RMB215.6 million, (iii) available-for-sale investment of RMB80.0 million, and (iv) cash and bank balances of
RMB40.4 million. As such, our return on assets ratio increased from 34.5% as of December 31, 2014 to 57.8%
as of December 31, 2015 and our return on equity ratio increased from 44.6% as of December 31, 2014 to
143.6% as of December 31, 2015. Due to the same reason, our current ratio and quick ratio decreased
significantly from 2014 to 2015 and from the six months ended June 30, 2015 to the corresponding period in
2016, primarily because we had a net current liabilities position of RMB141.0 million as of December 31, 2015
as aresult of the Reorganization which was completed in July 2015. See “Financial Information — Net Current
Assetsa/Liall)iIities" and Notes 11 and 31 of the Accountants’ Report set out in Appendix | to this prospectus for
more details.

For further details of our key financial ratios, see “Financial Information — Key Financial Ratios”.

OUR CONTROLLING SHAREHOLDER AND INVESTORS

We were founded by Zhou Family. Immediately following the completion of the Capitalization Issue and
the Global Offering (but excluding any Shares which may be allotted and issued pursuant to the exercise of the
Over-allotment Option), Zhou Family (through their interestsin BVI Holdco |, BVI Holdco Il and BVI Holdco
V), will control approximately 63.47% of the enlarged issued share capital of our Company, and will continue
to be our Controlling Shareholder. See “Our History and Development — Reorganization—Setting up the
offshore structure” and “Relationship with our Controlling Shareholders — Our Controlling Shareholders” for
further details. Zhou Family owns 60.658% of BVI Holdco IV, whose other shareholders are family members
and relatives of Zhou Family as well as our current and ex-employees. Our Investors, through Tiantu
Investments and Rosy Result, will hold approximately 7.89% and 4.46%, respectively, in the total issued share
capital of our Company immediately upon the completion of the Global Offering (and before the exercise of
any Over-allotment Option). See “Our History and Development” for further details of our Investors.

RECENT DEVELOPMENTS

Since July 1, 2016 and up to the Latest Practicable Date, we had established our presence in two new
cities, namely Zaoyang, Hubei Province and Xinxiang, Henan Province and opened 53 new self-operated retail
stores and closed 12 stores in China. We did not make any material adjustment to the selling prices of our
products during the three months ended September 30, 2016. For the nine months ended September 30, 2016,
our total revenue amounted to approximately RMB2,072.8 million and our gross profit was approximately
RMB1,300.1 million, compared with RMB1,813.2 million and RMB1,004.3 million, respectively, for the nine
months ended September 30, 2015.

In the nine months ended September 30, 2016, the sales volume of our ducks and duck part products
amounted to approximately 20,732 tons and the sales volume of other products amounted to approximately
3,139 tons, respectively. In the corresponding period in 2015, the sales volume of our ducks and duck part
products V\llas approximately 20,506 tons and the sales volume of other products was approximately 2,588 tons,
respectively.

Despite the fact that we experienced decreased customer traffic in some of our stores resulting from
severe weather conditions in China in the third quarter of 2016, including floods, typhoons and extreme high
temperature events, our operations and financial results in this period were able to achieve positive moderate
growth.

The financial information for the period ended September 30, 2016 disclosed above is derived from our
interim financial statements for the nine months ended September 30, 2016, which have been reviewed by our
Reporting Accountants in accordance with the Hong Kong Standard on Review Engagements 2410 “Review of
Interim Financial Information Performed by the Independent Auditor of the Entity”.

After performing sufficient due diligence work which our Directors consider appropriate and after due
and careful consideration, our Directors confirm that up to the date of this prospectus there has not been any
material adverse change in our financial and trading position or prospects since June 30, 2016, and there has
not been any event since June 30, 2016 which would materially affect the audited financial information as set
out in Appendix | to this prospectus.

LISTING EXPENSES

During the Track Record Period, we incurred listing expenses of approximately RMB17.5 million, of
which RMB14.0 million was recognized as general and administrative expenses in our consolidated statements
of profit or loss and other comprehensive income for the year ended December 31, 2015 and the six months
ended June 30, 2016, and RMB3.5 million was capitalized as deferred expenses in our consolidated statements
of financial position as of June 30, 2016 to be recognized as a deduction in equity. We expect to incur additional
listing expenses of approximately RMB100.0 million, of which RMB28.9 million is expected to be recognized
as general and administrative expenses for the year ending December 31, 2016 and RMB71.1 million is
expected to be recognized as a deduction in equity directly. Our Directors do not expect such expenses to have
a material and adverse impact on our financial results for the year ending December 31, 2016.
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OFFERING STATISTICS

Offer size: Initially 18.3% of the enlarged issued share capital of our Company

Offering structure: Initially 10% for the Hong Kong Public Offering (subject to adjustment)
and 90% for the International Offering (subject to adjustment and the
Over-allotment Option)

Over-allotment Option: Up to 15% of the number of Offer Shares initially available under the
Global Offering
Offer Price per Share: HK$5.80 to HK$7.80 per Offer Share
Based on an Based on an
Offer Price of HK$5.80 Offer Price of HK$7.80
per Offer Share per Offer Share

Our Company’s capitalization upon completion of

the Global Offering™ @ ..., HK$13,452.9 million HK$18,091.9 million
Unaudited pro forma adjusted net tangible asset

PEr Share® ... i HK$1.39 HK$1.74
Notes:

(1) All statistics in the table are based on the assumption that the Over-allotment Option is not exercised.

2) The calculation of market capitalization is based on 2,319,470,000 Shares expected to be in issue upon completion of the Share
Subdivision and immediately upon completion of the Capitalization Issue and the Global Offering.

(3) The unaudited pro forma adjusted net tangible asset value per Share is calculated after making the adjustments referred to in Appendix
Il “Unaudited Pro Forma Financial Information” in this prospectus and on the basis of 2,319,470,000 Shares in issue at the respective
offer price of HK$5.80 and HK$7.80, assuming that the Shares issued pursuant to the Global Offering were issued on June 30, 2016.

FUTURE PLANS AND USE OF PROCEEDS

The table below sets forth the estimated net proceeds of the Global Offering which we will receive after
deduction of underwriting fees and commissions and estimated expenses payable by us in connection with the
Global Offering:

Assuming the Assuming the
Over-allotment Option Over-allotment Option
is not exercised is exercised in full
Assuming an Offer Price of HK$6.80 per Offer Share
(being the mid-point of the Offer Price range stated
iN thiS ProSPECLUS) ...evvvviiiiieeeeiiiiiie et HK$2,749.9 million HK$3,171.1 million

We intend to use the net proceeds of HK$2,749.9 million of the Global Offering for the following
purposes assuming the Offer Price is fixed at HK$6.80 per Offer Share (being the mid-point of the indicative
Offer Price Range) and assuming the Over-allotment Option is not exercised:

(i) approximately 35.0%, or HK$962.4 million, will be used for development of processing facilities,
logistics and storage centers;

—  approximately 5.0%, or HK$137.4 million, will be used for the expansion and upgrade of our
existing processing facilities, logistics and storage centers in Wuhan, Hubei Province and
Shanghai;

—  approximately 10.0%, or HK$275.0 million, will be used for the establishment of an
additional processing facility, logistics and storage center in Dongguan, Guangdong Province
and the procurement of machinery and equipment for this planned processing facility,
logistics and storage center;

—  approximately 20.0%, or HK$550.0 million, will be used for the establishment of additional
processing facilities, logistics and storage centers in eastern, southwestern and northern
China, for which we have not identified any particular parcel of land and no definitive
agreement has been entered into in this regard; and

(if) approximately 15.0%, or HK$412.5 million, will be used for investments in our self-operated retail
store network by upgrading existing stores and opening new stores;

(i) approximately 12.0%, or HK$330.0 million, will be used for implementation of our branding and
marketing strategies, including expansion of our e-commence team and online channels and brand
image campaigns and sponsorships to enhance our brand recognition;



SUMMARY

(iv) approximately 10.0%, or HK$275.0 million, will be used for enhancing our research and
development capabilities, including developing new products and developing and upgrading our
processing and packaging technologies;

(v) approximately 10.0%, or HK$275.0 million, will be used to pursue prudent acquisitions and further
develop strategic alliances. We plan to further enhance our control over the production value chain
and deepen our vertical integration by selectively acquiring or partnering with high-quality raw
material suppliers to secure supply and ensure quality of key raw materials;

(vi) approximately 8.0%, or HK$220.0 million, will be used for upgrading our information technology
infrastructure, including upgrade of our ERP system, establishment of our big data infrastructure
and analysis systems and integration of our membership programs across online and offline sales
channels; and

(vii) approximately 10.0%, or HK$275.0 million, will be used for general replenishment of working
capital in order to improve our liquidity.

The above allocation of the net proceeds will be adjusted on a pro rata basis in the event that the Offer
Price is fixed at a higher or lower level compared to the mid-point of the estimated offer price range. See
“Future Plans and Use of Proceeds” for further details.

DIVIDEND POLICY

We may distribute dividends by way of cash or by other means that we consider appropriate, based on
various factors such as our results of operations, cash flows, financial condition, statutory and regulatory
restrictions on the payment of dividends by us, our capital requirements, future business plans and prospects
and other factors that we may consider relevant. A decision to declare and pay any dividend would require the
approval of the Board and will be at their discretion. In addition, any final dividend for a financial year will
be subject to Shareholders’ approval.

We did not declare any dividend in 2013 and the six months ended June 30, 2016. We declared dividends
of RMB68.3 million in 2014 and RMB300.0 million in 2015 to the then shareholders, which had been fully paid
as of the Latest Practicable Date. Past dividend distribution records may not be used as a reference or basis
in determining the level of dividends that may be declared or paid by us in the future.

We currently intend to adopt, after our Listing, a general annual dividend policy of declaring and paying
dividends on an annual basis of no less than 30% of our distributable net profit attributable to our Shareholders
in the future but subject to, among other things, our operational needs, earnings, financial condition, working
capital requirements and future business plans as our Board may deem relevant at such time. There can be no
assurance that we will be able to declare or distribute any dividend in the amount set out in any plan of the
Board or at all.

RISK FACTORS

There are certain risks involved in our operations and in connection with the Global Offering, many of
which are beyond our control. These risks can be categorized into (i) risks relating to our industry and business,
(i1) risks relating to doing business in the PRC, and (iii) risks relating to the Global Offering. For example, our
business depends significantly on market recognition of our “Zhou Hei Ya (Ji2#%)” brand, and any damage
to our brand or reputation, or failure to effectively promote our brand, could materially and adversely impact
our business and results of operations. Counterfeit stores may significantly harm our reputation and brand
image and divert potential customers. Any failure to maintain food safety and consistent quality could have a
material and adverse effect on our brand, business and financial condition. A detailed discussion of all the risk
factors involved are set forth in “Risk Factors” and you should read the whole section carefully before you
decide whether to invest in the Offer Shares.

HISTORICAL NON-COMPLIANCE

During the Track Record Period, we had certain non-compliance incidents, including failure to make full
contribution to social insurance premiums and housing provident funds for our employees in a timely manner.
See “Business — Licenses, Regulatory Approvals and Compliance” for details of the non-compliance incidents.

PROPERTY DEFECTS

As of the Latest Practicable Date, we leased 828 properties in 40 cities with a total floor area of
approximately 29,260 square meters for our self-operated retail stores (approximately 25,140 square meters)
and office space (approximately 4,120 square meters). We typically enter into lease agreements for our stores
with a term of one to five years. As of the Latest Practicable Date, our valid leases had an average

— 10 —
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lease term of approximately 2.7 years and the average store size was approximately 31 square meters. The
following table sets forth a maturity profile of our operating leases of our leased stores as of the Latest
Practicable Date.

ease

Retail Stores Floor Areas Expenses®
number % square meters % RMB millions

Due within one year or at will .... 381 47.1 11,330 45.1 159.7
Due after one year but within two

YEAIS i T 194 24.0 6,710 26.7 97.8
Due after two years but within

three years........cocccevevviivcvinnennnn, 142 17.5 4,260 16.9 49.2
Due after three years .................. 92 11.4 2,840 11.3 26.6
Total ..o, 809 100.0 25,140 100.0 333.3
Note:

(1) Represents the total lease expenses for the relevant remaining lease terms.

For a portion of our properties, the lessors failed to provide us with sufficient or valid ownership
certificates or other ownership documents. Our leased properties can be divided into transport hub stores and
non-transport hub stores, as we believe that the nature of leased properties located at transport hubs have
specific characteristics that require separate consideration.

As of the Latest Practicable Date, we had 203 transport hub stores with a total floor area of approximately
6,430 square meters. As advised by our PRC legal advisor, most of our transport hub stores are located on
allocated land because they are located in the vicinity of public transport infrastructure facilities. Substantially
all of the lessors of these leased transport hub stores have failed to provide us with sufficient confirmations
with respect to the fulfillment of the requirements applicable to allocated land. These defective transport hub
stores had an aggregate floor area of approximately 6,270 square meters, accounting for approximately 24.9%
of total floor area of our leased self-operated retail stores. During the Track Record Period, revenue derived
from the defective transport hub stores was estimated to be approximately RMB340.5 million, RMB583.5
million, RMB834.2 million and RMB475.4 million in 2013, 2014 and 2015 and the six months ended June 30,
2016, respectively, representing approximately 28.0%, 32.3%, 34.3% and 34.2% of total revenue over the same
periods.

As of the Latest Practicable Date, we also |eased an aggregate floor area of approximately 18,710 square
meters for non-transport hub stores. 298 of the non-transport hub stores out of the total of 606 non-transport
hub stores were subject to potential title defects. These 298 non-transport hub stores had an aggregate floor
area of approximately 9,320 square meters, accounting for approximately 37.1% of total floor area of our
leased self-operated retail stores. See “Business — Properties — Leased Properties” for details. During the
Track Record Period, revenue derived from the defective non-transport hub stores was estimated to be
approximately RMB445.1 million, RMB532.2 million, RMB659.9 million and RMB376.6 million in 2013,
2014 and 2015 and the six months ended June 30, 2016, respectively, representing approximately 36.6%,
29.4%, 27.1% and 27.1% of total revenue over the same periods.

Due to the reasons set out in “Business — Properties — Leased Properties”, our Directors consider that
the possibility of being forced to move out and having to vacate from the Defective Transport Hub Stores and
the Other Defective Leased Properties is remote. In any event, our Directors believe we will be able to find
suitable replacements without material delay in close proximity to the original premises on similar terms. See
“Business — Properties — Relocation Plan” for details.

Moreover, as of the Latest Practicable Date, we maintained a total of 828 |leased properties, among which
the lease agreements with respect to 709 had not been registered and filed with the relevant land and real estate
administration bureaus in the PRC because the relevant lessors failed to provide necessary documents for us
to register the leases with the local government authorities. These properties have an aggregate floor area of
approximately 25,520 square meters. Revenue contributed by these self-operated retail stores with lease
agreements not registered amounted to approximately RMB837.4 million, RMB1,205.3 million, RMB1,619.4
million and RMB926.7 million, respectively, in 2013, 2014 and 2015 and the six months ended June 30, 2016,
accounting for approximately 68.8%, 66.6%, 66.6% and 66.7%, respectively, of total revenue in the same
periods.

Based on the total number of the 197 Defective Transport Hub Stores and 298 Other Defective Leased
Properties as of the Latest Practicable Date, the estimated relocation costs of approximately RMB65,000 per
store and the estimated average potential 10ss of revenue of approximately RMB147,900 per store as disclosed
in “Business — Relocation Plan,” the aggregated amount of relocation cost and potential loss of revenue we
may incur under the worst case scenario are estimated to be approximately RMB32.2 million and RMB73.2
million, respectively, although we believe the likelihood of being requested to relocate all the stores with title
defects is highly remote, given our nationwide retail store network and the fact that the relevant leases were
entered into with different landlords.



DEFINITIONS

the meanings set out below.

In this prospectus, unless the context otherwise requires, the following terms shall have

“Application Form(s)”

“Articles” or “Articles of
Association”

“Board” or “Board of Directors”

“business day”

“ BV' ”

“BVI Holdco I”

“BVI Holdco I1”

“BVI Holdco 111"

“BVI Holdco IV”

“Beijing ZHY”

“Capitalization Issue”

WHITE Application Form(s), YELLOW Application
Form(s) and GREEN Application Form(s) or, where the
context so requires, any of them

the articles of association of our Company (as amended from
time to time), adopted on October 24, 2016, which will
become effective upon the Listing Date, a summary of which
is set out in Appendix 1V to this prospectus

the board of directors of our Company

any day (other than a Saturday, Sunday or public holiday) on
which banks in Hong Kong are generally open for business

the British Virgin Islands

Healthy Origin Holdings Limited (fE&JE#EBARAF), a
business company established in the BVI on April 28, 2015
and which iswholly-owned by Mrs. Zhou and our Controlling
Sharehol der

ZHY Holdings II Company Limited, a business company
established in the BVI on May 18, 2015 and which is
wholly-owned by Mrs. Zhou and our Controlling Shareholder

ZHY Holdings IIl Company Limited, a business company
established in the BVI on May 18, 2015 and which is owned
by Zhou's Sister and Zhou's Brother

ZHY Holdings IV Company Limited, a business company
established in the BVI on May 18, 2015 and which is an
associate of Mrs. Zhou and whose other shareholders are
family members and relatives of Zhou Family as well as our
current and ex-employees and our Controlling Shareholder

A6 5T JE SR G P A FR 28 ) (Beijing Zhou Hei Ya Commerce &
Trade Co., Ltd.), a company established in the PRC on
October 11, 2011 and our wholly owned subsidiary

the issue of 895,000,000 Shares to be made upon
capitalization of certain sums standing to the credit of the
share premium account of our Company as referred to in the
paragraph headed “A. Further Information About Our Group
— Resolutions in Writing of the Shareholders of Our
Company” in Appendix V to this prospectus



DEFINITIONS

“Cayman Companies Law” or
“Companies Law”

“CCASS’

“CCASS Clearing Participant”

“CCASS Custodian Participant”

“CCASS Investor Participant”

“CCASS Participant”

“China” or “the PRC”

“Chongging ZHY Foods”

“Circular 37"

“Companies Ordinance”

“Companies (Winding Up and
Miscellaneous Provisions)
Ordinance”

“Company” or “our Company”

the Companies Law, Cap.22 (Law 3 of 1961, as consolidated
and revised) of the Cayman Islands, as amended or
supplemented or otherwise modified from time to time

the Central Clearing and Settlement System established and
operated by HKSCC

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

a person admitted to participate in CCASS as a custodian
participant

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

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

the People’s Republic of China excluding, for the purpose of
this prospectus, Hong Kong, Macau and Taiwan

R BEEMARA A (Chongging Zhou Hei Ya Foods
Co., Ltd.), acompany established in the PRC on April 8, 2015
and our wholly owned subsidiary

the Circular of the SAFE on Foreign Exchange Administration
of Overseas Investments and Financing and Round-Trip
Investments by Domestic Residents via Special Purpose
Vehicles (B2 4 HER FHR) B B3 0 Ja B 4 4 K B 19 2 7]
S5 A% Rl B R R AR A T A A A T REL YA N ) )
promulgated by SAFE on July 4, 2014

the Companies Ordinance (Chapter 622 of the Laws of Hong
Kong), as amended or supplemented or otherwise modified
from time to time

the Companies (Winding Up and Miscellaneous Provisions)
Ordinance (Chapter 32 of the Laws of Hong Kong), as
amended or supplemented or otherwise modified from time to
time

Zhou Hei Ya International Holdings Company Limited (J&52
WES o] 5% 22 % £ BR 2 7)), an exempted company incorporated in
the Cayman Islands with limited liability on May 13, 2015,
and, except where the context otherwise requires, all of its
subsidiaries, or where the context refers to the time before it
became the holding company of its present subsidiaries, its
present subsidiaries
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DEFINITIONS

“Controlling Shareholder(s)”

“CSRC”

“Deed of Non-Competition”

“Director(s)”

“Dongguan Pengyu”

“EIT”
“EIT Law”

“EIT Rules”

“Global Offering”

“GREEN Application Form(s)”

“Group”, “our Group”, “we”,
“our” or “us’

“Guangzhou Fuxinxianghe”

“Guangdong Industrial Park”

“HK$"

have the meaning ascribed thereto in the Listing Rules and,
unless the context otherwise requires, refers to Zhou Family
and companies controlled by them, being BVI Holdco I, BVI
Holdco Il and BVI Holdco IV

China Securities Regulatory Commission (4 B #& 7 26 B B 4%
HZEEW)

a deed of non-competition entered into by Mr. Zhou, Mrs.
Zhou, BVI Holdco |, BVI Holdco Il, BVI Holdco 1V and our
Company dated October 24, 2016 regarding non-competition
undertakings given by Mr. Zhou, Mrs. Zhou, BVI Holdco I,
BVI Holdco Il and BVI Holdco IV in favor of our Company

the director(s) of our Company

WEETT M M B A R/A R (Dongguan Pengyu Foods
Commerce & Trade Co., Ltd.), a company established in the
PRC on June 3, 2013 and our wholly owned subsidiary

enterprise income tax
the PRC Enterprise Income Tax Law

the Regulation on the Implementation of the PRC Enterprise
Income Tax Law

the Hong Kong Public Offering and the International Offering

the application form(s) to be completed by the White Form
elPO Service Provider Computershare Hong Kong Investor
Services Limited

our Company and our subsidiaries or, where the context so
requires, in respect of the period before our Company became
the holding company of our present subsidiaries (or before
such associated companies of our Company), the business
operated by such subsidiaries or their predecessors (as the
case may be)

JE N T B B P A BRA R (Guangzhou  Fuxinxianghe
Commerce & Trade Co., Ltd.), a company established in the
PRC on March 30, 2011 and our wholly owned subsidiary

RS T¥ERA MR A (Guangdong Zhou Hei Ya
Foods Industrial Park Co., Ltd.), acompany established in the
PRC on November 6, 2014 and our wholly owned subsidiary

Hong Kong dollars, the lawful currency of Hong Kong

— 14 —



DEFINITIONS

“HKFRS”

“HKSCC”

“HKSCC Nominees’

“Hong Kong”

“Hong Kong Offer Shares”

“Hong Kong Public Offering’

“Hong Kong Share Registrar”

“Hong Kong Underwriters”

“Hong Kong Underwriting
Agreement”

“Hubei Industrial Park”

“Hubei Shiji Yuanjing”

“Hubei Huanle Shike”

“Henan ZHY”

Hong Kong Financial Reporting Standards issued by the Hong
Kong Institute of Certified Public Accountants

Hong Kong Securities Clearing Company Limited

HKSCC Nominees Limited, a wholly-owned subsidiary of
HKSCC

the Hong Kong Special Administrative Region of the PRC

the 42,447,000 Shares being initially offered by our Company
for subscription pursuant to the Hong Kong Public Offering
(subject to adjustments as described in the section headed
“Structure of the Global Offering” in this prospectus)

the offer of the Hong Kong Offer Shares for subscription by
the public in Hong Kong at the Offer Price on the terms and
conditions described in this prospectus and the Application
Forms

Computershare Hong Kong Investor Services Limited

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

the underwriting agreement dated October 31, 2016, relating
to the Hong Kong Public Offering and entered into by, among
others, the Joint Global Coordinators, the Hong Kong
Underwriters, the Controlling Shareholders and our Company

WAL SRS B T2 R A PR A (Hubei Zhou Hei Ya Foods
Industrial Park Co., Ltd.), a company established in the PRC
on September 4, 2009 and our wholly owned subsidiary

TGt A2 7 " A PR A F) (Hubei Shiji Yuanjing Commerce
& Trade Co., Ltd.), a company established in the PRC on
February 2, 2008 and our wholly owned subsidiary

AL EEETHEAMRAR  (Hubei Huanle Shike
E-Commerce Co., Ltd.), a company established in the PRC on
April 17, 2012 and our wholly owned subsidiary

g SRS P B AT BR /A ] (Henan Zhou Hei Ya Commerce &
Trade Co., Ltd.), a company established in the PRC on
October 31, 2012 and our wholly owned subsidiary
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DEFINITIONS

“Hubei ZHY”

“Hunan Quanfuyu”

“IDG”

“IDG Investor”

“independent third party(ies)

“International Offer Shares”

“International Offering”

“International Underwriters”

1590 ) SEHE 48 75 A7 BR /2 7] (Hubei Zhou Hei Ya E-Commerce
Co., Ltd.), a company established in the PRC on January 18,
2016 and our wholly owned subsidiary

W2 EHREEAMRAR (Hunan Quanfuyu Commerce &
Trade Co., Ltd.), acompany established in the PRC on August
12, 2011 and our wholly owned subsidiary

International Data Group, Inc., a corporation incorporated on
February 12, 1976 under the Laws of the Commonwealth of
Massachusetts of the United States

the affiliates or investments managed by the affiliates of IDG
which was a shareholder of Wuhan ZHY Holdco, namely
Junyang Tongtai, or became a Shareholder of our Company
following the Reorganization, namely Rosy Result

person(s) or company(ies) and their respective ultimate
beneficial owner(s), who/which, to the best of our Directors’
knowledge, information and belief, having made all
reasonable enquiries, is/are not connected with our Company
or our connected persons as defined under the Listing Rules

the 382,023,000 Shares being initially offered by our
Company pursuant to the International Offering for
subscription at the Offer Price pursuant to the International
Offering together with, where relevant, any additional Shares
which may be issued by our Company pursuant to the exercise
of the Over-allotment Option, subject to adjustments as
described in the section headed “Structure of the Global
Offering” in this prospectus

the offer of the International Offer Shares by the International
Underwriters at the Offer Price outside the United States in
offshore transactions in accordance with Regulation S and in
the United States to QIBs only in reliance on Rule 144A or
any other available exemption from registration under the
U.S. Securities Act, as further described in the section headed
“Structure of the Global Offering” in this prospectus

the group of international underwriters that is expected to
enter into the International Underwriting Agreement to
underwrite the International Offering
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DEFINITIONS

“International Underwriting
Agreement”

“lInvestors”

“Jiangsu Dashike”

“Jiangxi Yuanjing”

“Joint Sponsors” and “Joint
Global Coordinators”

“Joint Bookrunners” and
“Joint Lead Managers”

“Junyang Tongtai”

“Latest Practicable Date”

“Listing”

“Listing Committee”

“Listing Date”

“Listing Rules”

the international underwriting agreement relating to the
International Offering, which is expected to be entered into
by, among others, the Joint Global Coordinators, the
International Underwriters and our Company on or about
Saturday, November 5, 2016

Tiantu Investors and IDG Investor

TLRF L% & 5 A RS 7] (Jiangsu Dashike Trade Co., Ltd.),
a company established in the PRC on November 27, 2014 and
our wholly owned subsidiary

VLV IR 5 7% B A BRZA A (Jiangxi Yuanjing Commerce & Trade
Co., Ltd.), a company established in the PRC on September
16, 2011 and our wholly owned subsidiary

Morgan Stanley Asia Limited and Credit Suisse (Hong Kong)
Limited

Morgan Stanley Asia Limited, Credit Suisse (Hong Kong)
Limited and China Merchants Securities (HK) Co., Limited

HmP AR REREAREGEMAE  (Xinjlang  Junyang
Tongtai Stock Investment Limited Partnership), a limited
partnership established in the PRC on June 1, 2012, with /%
MESIREE LGB AECEHEGY)  Guangzhou  Ruiqi
Investment Management Partnership (General Partnership) as
the general partner, and a shareholder of Wuhan ZHY Holdco

October 23, 2016, being the latest practicable date prior to the
printing of this prospectus for the purpose of ascertaining
certain information contained in this prospectus

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

the listing committee of the Stock Exchange

the date, expected to be on or about Friday, November 11,
2016, on which the Shares are listed on the Stock Exchange
and from which dealings in the Shares are permitted to
commence on the Stock Exchange

the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited, as amended or
supplemented from time to time
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DEFINITIONS

“Memorandum” or “Memorandum
of Association”

“M&A Rules”

“MOFCOM”
“Mr. Zhou”

“Mrs. Zhou”

“Ningbo Shiji Yuanjing”

“Offer Price”

“Offer Shares”

“QOrient Tianfu”

“Over-allotment Option”

the memorandum of association of our Company (as amended
from time to time), adopted on October 24, 2016, which will
become effective upon the Listing Date, a summary of which
is set out in Appendix IV to this prospectus

The Regulations for Merger with and Acquisition of Domestic
Enterprises by Foreign Investors in PRC (Bt #h Bl 4% & & 1
WS N 250 ML) jointly promulgated by MOFCOM, SAT,
SAIC, CSRC, SAFE and SASAC on August 8, 2006 and
became effective on September 8, 2006 and was amended on
June 22, 2009

Ministry of Commerce of the PRC (% A 2L 1[5 7 75 35)
Mr. Zhou Fuyu (J#& #), our controlling shareholder

Ms. Tang Jianfang (JE# ), Mr. Zhou's wife and our
controlling shareholder

AR E AR AR (Ningbo  Shiji  Yuanjing
Commerce & Trade Co., Ltd.), a company established in the
PRC on December 3, 2015 and our wholly owned subsidiary

the final offer price per Offer Share in Hong Kong dollars
(exclusive of brokerage of 1.0%, SFC transaction levy of
0.0027% and Stock Exchange trading fee of 0.005%) to be
determined in the manner further described in “Structure of
the Global Offering — Pricing and Allocation” in this
prospectus

the Hong Kong Offer Shares and the International Offer
Shares together with, where relevant, any additional Shares
which may be issued by our Company pursuant to the exercise
of the Over-allotment Option

RER T REHREEHR PO (ARE%)  (Wuhan  Orient
Tianfu Investment Management Center L.P), a limited
partnership established under the laws of the PRC on June 21,
2012, with Mr. Tang Yong as the general partner, and a
shareholder of Wuhan ZHY Holdco

the option expected to be granted by our Company to the
International Underwriters, exercisable by the Joint Global
Coordinators (on behalf of the International Underwriters),
pursuant to which our Company may be required to allot and
issue up to an aggregate of 63,670,500 Shares at the Offer
Price to, among other things, cover over-allocations in the
International Offering, if any
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DEFINITIONS

“PBOC”

“PRC Government” or “State”

“Price Determination Agreement

“Price Determination Date”

“QIB”

“Regulation S”

“Reorganization”

“RMB”

“Rosy Result”

“Rule 144A”

“SAFE”

“SAIC”

“SASAC”

“ SATH

“ SFC"

People’s Bank of China (4B A R 4R1T)

the central government of the PRC, including all political
subdivisions (including provincial, municipal and other
regional or local government entities) and its organisations or,
as the context requires, any of them

the agreement to be entered into by the Joint Global
Coordinators (on behalf of the Hong Kong Underwriters) and
our Company on the Price Determination Date to record and
fix the Offer Price

the date, expected to be on or about Saturday, November 5,
2016 on which the Offer Price will be determined and, in any
event, not later than Thursday, November 10, 2016

a qualified institutional buyer within the meaning of Rule
144A

Regulation S under the U.S. Securities Act

the reorganization arrangements undertaken by the Group in
preparation for the Listing, details of which are set out in
“Our History and Development — Reorganization” in this
prospectus

Renminbi, the lawful currency of the PRC

Rosy Result Holdings Limited, a company established in the
BVI on January 2, 2014 and one of our Shareholders

Rule 144A under the U.S. Securities Act

State Administration of Foreign Exchange of the PRC (71 3 A
PR i (2] [ 5% A1 e 7 3L )y )

State Administration for Industry and Commerce of the PRC
(rbrE N R LA B B R L AT B AR R))

State-owned Assets Supervision and Administration
Commission of the State Council of the PRC (%5 [t [ 4 &
EEEEMEEY)

State Administration of Taxation of the PRC (% A & 3L 1
B R)

the Securities and Futures Commission of Hong Kong
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DEFINITIONS

“Share Subdivision”

“SFO”

“Shanghai Dewei”

“Shanghai Suolei”

“Shanghai ZHY Foods”

“Shanghai ZHY”

“Shenzhen Shiji Development”

“Shenzhen ZHY”

“Shenzhen Tiantu”

“Shareholder(s)”

the share subdivision referred to in “Statutory and General
Information — A. Further Information About Our Group — 3.
Resolutions in Writing of the Shareholders of Our Company”
in Appendix V

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

¥ 7 BT 26 A PR ZA F (Shanghai Dewei Industrial Co., Ltd.)
(later changed the name to | %% & B 3£ A B2 7] (Shanghai
Suolei Industrial Co., Ltd.) in September 2014), a company
established in the PRC on February 23, 1995 and our wholly
owned subsidiary

il RBEEAMR/AT (Shanghai Suolei Industrial Co.,
Ltd.)(formerly named as 578 E ¥4 R/ (Shanghai
Dewei Industrial Co., Ltd.)), a company established in the
PRC on February 23, 1995 and our wholly owned subsidiary

i R B RS E S AT BR S F] (Shanghai Zhou Hei Ya Foods Co.,
Ltd.), acompany established in the PRC on February 25, 2011
and our wholly owned subsidiary

it R BRSSP B AT BR A W (Shanghai Zhou Hei Ya Commerce
& Trade Co., Ltd.), a company established in the PRC on
April 19, 2011 and our wholly owned subsidiary

GEYIT 40 58 R A BRA R (Shenzhen Shiji Development
Commerce & Trade Co., Ltd.), a company established in the
PRC on October 28, 2010 and our wholly owned subsidiary

GEITT ) BEHE & S A BRZA 7] (Shenzhen Zhou Hei Ya Foods
Co., Ltd.), a company established in the PRC on June 13,
2010 and a wholly owned subsidiary of Wuhan ZHY Holdco
until its corporate registration was cancelled on September
10, 2015

BRI K & % & & A FR/A R (Shenzhen Tiantu Investment
Management Co., Ltd.), currently known as Il T K [& £ &
BB A AR/ F (Tian Tu Capital Co., Ltd.), a company
established in the PRC on January 11, 2010 and listed on the
National Equities Exchange and Quotations (NEEQ: 833979),
and a shareholder of Wuhan ZHY Holdco

holder(s) of Shares
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DEFINITIONS

“Shares”

“Sichuan ZHY Foods”

“Sichuan ZHY”

“State Council”
“Stabilizing Manager”

“Stock Borrowing Agreement”

“Stock Exchange’

“Tiantu Fund Management”

“Tiantu Investors”

“Tiantu Investments”

“Tiantu Xingsheng”

ordinary shares in the capital of our Company with nominal
value of US$0.000001 each

DU 1] JE S A FRZA ] (Sichuan Zhou Hei Ya Foods Co.,
Ltd.), a company established in the PRC on November 19,
2015 and our wholly owned subsidiary

DU 1| JE S R A R | (Sichuan Zhou Hei Ya Commerce
& Trade Co., Ltd.), a company established in the PRC on
December 9, 2015 and our wholly owned subsidiary

the PRC State Council (H#E A 30 2 B 5 B
Morgan Stanley Asia Limited

the stock borrowing agreement expected to be entered into
between Morgan Stanley & Co. International plc and BVI
Holdco | on or around the Price Determination Date

The Stock Exchange of Hong Kong Limited

YK [ R E R ST M ZE (ARE%) (Shenzhen Tiantu
Stock Investment Fund Management (Limited Partnership), a
limited partnership established in the PRC on January 20,
2011, with Shenzhen Tiantu Xingcheng Investment
Management Co., Ltd. (G K & 8ol 4% & & FL A PR 7)) as
the general partner, and a shareholder of Wuhan ZHY Holdco

the affiliates of or company managed by Shenzhen Tiantu
which were shareholders of Wuhan ZHY Holdco, namely
Shenzhen Tiantu/Tiantu Fund Management (as the case
maybe), Tiantu Xingsheng and Tiantu Xinghua, or became a
Shareholder of our Company following the Reorganization,
namely Tiantu Investments

Tiantu Investments Limited, a company established in the
BVI on April 17, 2015 and one of our Shareholders

REEREFEREREEEGB A (AREH)  (Tianjin
Tiantu Xingsheng Stock Investment Fund (Limited
Partnership), a limited partnership established in the PRC on
March 25, 2010, with EIIKEEAE PO CHREE)
(Shenzhen Tiantu Capital Management (Limited Partnership)
as the general partner, and a shareholder of Wuhan ZHY
Holdco



DEFINITIONS

“Tiantu Xinghua”

“Tianjin ZHY”

“Track Record Period” or “TRP”

“Underwriters”

“Underwriting Agreements”

“U.S.” or “United States”

“U.S. Securities Act”

“White Form el PO”

“White Form el PO Service
Provider”

“Wuhan HXGH”

“Wuhan ZHY Holdco”

“Zhejiang ZHY”

“Zhou's Brother”

REER [ RS E S B (FIRE¥) (Tianjin Tiantu
Xinghua Stock Investment Fund (Limited Partnership), a
limited partnership established in the PRC on April 1, 2011,
with IR [EEAREHFL(EREE) (Shenzhen Tiantu
Capital Management (Limited Partnership) as the general
partner, and a shareholder of Wuhan ZHY Holdco

K J5 B 6 A R/ 7] (Tianjin Zhou Hei Ya Commerce &
Trade Co., Ltd.), a company established in the PRC on May
23, 2014 and our wholly owned subsidiary

January 1, 2013 to June 30, 2016

the Hong Kong Underwriters and the International
Underwriters

the Hong Kong Underwriting Agreement and the International
Underwriting Agreement

the United States of America

the United States Securities Act of 1933, as amended and
supplemented or otherwise modified from time to time, and
the rules and regulations promulgated thereunder

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 elPO at
www.eipo.com.hk

Computershare Hong Kong Investor Services Limited

LN ER E A BR A A (Wuhan  Hongxing  Gonghui
Commerce & Trade Co., Ltd.)

A S By A FRZA F] (Zhou Hei Ya Foods Joint Stock
Limited Company) (formerly named as & S5 5 A3 BR /A ]
(Zhou Hei Ya Foods Co., Ltd.), WAt /J& 28 & A BRAF
(Hubei Zhou Hei Ya Foods Co., Ltd.) and &7t 42 i SR 5 &
A RS\ (Wuhan Shiji Zhou Hei Ya Foods Co., Ltd.)), a
company established in the PRC on June 13, 2006 and,
following our Reorganization, a connected person

WL B P B AT BR A 7 (Zhejiang Zhou Hei Ya Commerce
& Trade Co., Ltd.), acompany established in the PRC on June
19, 2014 and our wholly owned subsidiary

Mr. Zhou Changjiang (Ji{£YL), Mr. Zhou's elder brother



DEFINITIONS

“Zhou’'s Sister” Ms. Zhou Ping (J&##), Mr. Zhou’s elder sister
“Zhou Family” Mr. Zhou and Mrs. Zhou, or any one of them
“ZHY Development” AL JE SR G A 3 88 R A7 BR A W] (Hubei Zhou Hei Ya Enterprise

Development Co., Ltd.), a wholly foreign owned enterprise
established in the PRC on July 2, 2015 and our wholly owned
subsidiary

“ZHY Management” WL 5 RS FE A FRZA F] (Hubei Zhou Hei Ya Management
Co., Ltd.), a company established in the PRC on June 12,
2015 and our wholly owned subsidiary

“ZHY BVI Co” Zhou Hei Ya Holdings Company Limited, a company
established in the BVI on May 13, 2015 and our
wholly-owned subsidiary

“ZHY HK Co” Zhou Hei Ya Holdings (Hong Kong) Limited, a company
established in Hong Kong on May 12, 2015 and our
wholly-owned subsidiary

In this prospectus, the terms “ associate” , “ close associate”, “ connected person”, “ connected
transaction”, “ core connected person”, “controlling shareholder”, “subsidiary” and “ substantial
shareholder” shall have the meanings given to such terms in the Listing Rules, unless the context
otherwise requires.

If there is any inconsistency between the Chinese names of the entities or enterprises established
in the PRC mentioned in this prospectus and their English translations, the Chinese names shall
prevail. The English translations of the Chinese names of such PRC entities are provided for
identification purposes only.
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GLOSSARY

meanings or usages of these terms.

Thisglossary of technical terms containstermsused in this prospectusin connection with
us. As such, these terms and their meanings may not correspond to standard industry

“Breakeven Period”

“ERP system”

“CAGR”
“GDP”

“Investment Payback Period”

“MAP”

“POS”

the period of time from the commencement of operation of a
self-operated retail store to the month in which the monthly
operating revenue from this self-operated retail store is at
least equal to its monthly operating expenses, including cost
of goods, rent, labor and utility

enterprise resource planning system, which is a business
process management system consisting of integrated software
applications that help manage a business and automate many
back office functions related to technology, service and
human resources

compound annual growth rate
gross domestic product

the period of time from the commencement of operation of a
self-operated retail store to the month in which the
accumulated operating revenue from this self-operated retail
storeis at least equal to its costs of opening and operating the
store including any incurred capital expenditures and
accumulated ongoing cost and operating expenses, such as
inventory costs, rental, labor costs and utility

modified atmosphere packaging, a packaging technology used
in the food industry which changes the composition of the
internal atmosphere of a package by lowering the atmospheric
oxygen level and replacing it with nitrogen to restrict the
growth of bacteria and microbes, improves the shelf life of
braised food

a retail management system for points of sale
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FORWARD-LOOKING STATEMENTS

This prospectus contains certain forward-looking statements and information relating to our
Company and our subsidiaries that are based on the beliefs of our management as well as assumptions
made by and information currently available to our management. When used in this prospectus, the
words “aim”, “anticipate”, “believe”, “could”, “expect”, “going forward”, “intend”, “may”, “ought
to”, “plan”, “project”, “seek”, “should”, “will”, “would” and the negative of these words and other
similar expressions, as they relate to the Group or our management, are intended to identify
forward-looking statements. Such statements reflect the current views of our management with respect
to future events, operations, liquidity and capital resources, some of which may not materialize or may
change. These statements are subject to certain risks, uncertainties and assumptions, including the
other risk factors as described in this prospectus. You are strongly cautioned that reliance on any
forward-looking statements involves known and unknown risks and uncertainties. The risks and
uncertainties facing our company which could affect the accuracy of forward-looking statements
include, but are not limited to, the following:

o our business prospects;

° future developments, trends and conditions in the industry and markets in which we
operate;

° our business strategies and plans to achieve these strategies;

o general economic, political and business conditions in the markets in which we operate;

° changes to the regulatory environment and general outlook in the industry and markets in
which we operate;

o the effects of the global financial markets and economic crisis;

° our ability to reduce costs;

° our dividend policy;

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

° capital market developments;

° the actions and developments of our competitors; and

° change or volatility in interest rates, foreign exchange rates, equity prices, volumes,
operations, margins, risk management and overall market trends.
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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 otherwise. As aresult 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 in this prospectus
are qualified by reference to the cautionary statements in this section.

In this prospectus, statements of or references to our intentions or those of the Directors are made
as of the date of this prospectus. Any such information may change in light of future developments.

— 26 —



RISK FACTORS

In addition to other information in this prospectus, you should carefully consider the
following risk factors before making any investment decision in relation to our Shares. Any of
the following risks may materially and adversely affect our business, financial condition or
results of operations, or otherwise cause a decrease in the trading price of our Shares and cause
you to lose part or all of the value of your investment in our Shares.

Risks Relating to Our Industry and Business

Our business depends significantly on market recognition of our “Zhou Hei Ya (/&2#)” brand,
and any damage to our brand, trademarks or reputation, or failure to effectively promote our brand,
could materially and adversely impact our business and results of operations.

Brand image is a key factor in consumer purchase decisions. We believe our success depends
substantially on the popularity of our “Zhou Hei Ya (Ji2H5)” brand and our reputation for high
quality casual braised food. Therefore, maintaining and enhancing the recognition and image of our
brand is critical to our ability to differentiate our products and services and to compete effectively.
Any actual or perceived contamination, spoilage or other product misbranding or tampering may lead
to the erosion of our brand and damage to our brand value, regardless of its merits.

We have invested significant resources in our distinctive combination of high quality and popular
products throughout our retail store network. Our brand also depends on our ability to respond to
competitive pressures. If we fail to do so, the value of our brand or reputation may be diminished and
our business and results of operations may be materially and adversely affected. Furthermore, as we
continue to grow in size, expand our product offerings and extend our geographic reach, maintaining
product quality and consistency may be more difficult and we cannot assure you that we can maintain
our customers’ confidence in our brand name. If consumers perceive or experience a reduction in the
quality of our products or service, or consider in any way that we fail to deliver a consistently high
quality products, our brand value could suffer, which could have a material and adverse effect on our
business.

We consider our trademarks and brand name to be material to our business. If we are unable to
adequately protect these intellectual property rights, we may lose these rights, our brand image may
be harmed, and our competitive position and business may suffer. See “— We may not be able to
adequately protect our intellectual property, which could adversely affect our business and operation”
bel ow.

Counterfeit stores may significantly harm our reputation and brand image and divert potential
customers.

Our established brand recognition has attracted imitators who operate counterfeit stores that
utilize our trademarks and imitate our products without our authorization. Counterfeit stores have
diverted potential customers from our self-operated retail stores. More importantly, counterfeit or
substandard products sold in counterfeit stores may significantly harm our reputation and brand image,
including the perceived quality and reliability of our products.
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For example, in January 2016, multiple media reports alleged that the China Food and Drug
Administration had publicly announced that food offered by 35 food services providers, including two
stores in Anhui Province associated with the name of “Zhou Hei Ya,” was found to contain illegal
additives. Although these two stores are counterfeit stores and we had made clarification on media
shortly after such news was released, our reputation was unavoidably impacted. As advised by our
PRC legal advisor, we are not liable for these misconducts committed by counterfeit stores.

Any unauthorized use of our trademarks and imitation of our products could adversely affect our
brand name and reputation, thereby causing a decline in our financial performance, reduction in our
market share as well as an increase in the amount of resources we need to devote to detection and
prosecution of unauthorized use of our trademarks or imitation of our products. We have adopted
certain measures to crack down on counterfeit stores, see “Business — Other Internal Control
Measures — Protection against Counterfeit Stores” for more details. However, we cannot assure you
that any of our measures will provide effective prevention for unauthorized third-party use of our
trademarks or imitation of our products which could adversely affect our reputation, results of
operations and financial condition.

Any failure to maintain food safety and consistent quality could have a material and adverse effect
on our brand, business and financial performance.

Food safety and quality are critical to our reputation and success. Maintaining consistent quality
and food safety depends significantly on the effectiveness of our quality assurance systems, which in
turn depends on a number of factors, including the design of our quality assurance systems and our
ability to ensure that our employees and other third parties involved in our operations adhere to those
quality assurance policies and guidelines. Although we implement certain quality assurance standards
and measures throughout our entire product processing processes as detailed in “Business — Product
Safety and Quality Control”, there is no assurance that our quality assurance systems will prove to be
effective at all times, or that we can identify any defects in our quality assurance systemsin atimely
manner. We face an inherent risk of food contamination and liability claims. Any food contamination
that we fail to detect or prevent could adversely affect the quality of the products sold at our stores,
which could lead to liability claims, reduced customer traffic at our stores and the imposition of
penalties or fines by relevant authorities.

In 2013 and 2014, certain of our self-operated retail stores located in Nanchang, Shenzhen and
Guangzhou had been imposed administrative penalties by the local food and drug administration
bureaus or the local market administration of the Industry and Commerce Bureau, primarily because
the bacterial level of the braised products sold at these stores failed to pass the sampling checks
conducted by these food and drug administration bureaus. We believe that the failure to pass such
sampling checks was mainly because the sampled products, which were mainly unpackaged products
and had a short shelf life, were not preserved properly under the required storage temperature.
Although we have shifted from selling unpackaged products to MAP products, we cannot assure you
that we will not receive any food contamination claims or related administrative penalties in the
future. Any such incidents could materially harm our reputation, results of operations and financial
condition.
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We face risks related to instances of food-borne illnesses, health epidemics, natural disasters and
other catastrophic events.

Our business is susceptible to food-borne illnesses, health epidemics and other outbreaks. We
cannot guarantee that our internal controls and trainings will be fully effective in preventing all
food-borne illnesses. Furthermore, we rely on third-party raw material suppliers in our operations,
which increases such risk. New illnesses resistant to any precautions or diseases with long incubation
periods could arise that could give rise to claims or allegations on a retroactive basis. Reports in the
media of instances of food-borne illnesses could, if highly publicized, negatively affect our industry
and us. Thisrisk exists even if it were later determined that the illness in fact were not spread by our
products.

We also face risks related to health epidemics. Past occurrences of epidemics or pandemics,
depending on their scale of occurrence, have caused different degrees of damage to the national and
local economiesin China. In 2013, there were outbreaks of highly pathogenic avian flu, caused by the
H7N9 virus, in certain parts of China, which resulted in lower consumption of poultry products. An
outbreak of any epidemics or pandemics in China, especially in the areas where we have retail stores,
may adversely affect the local economy and willingness to spend in local areas and result in a decrease
in the number of our customers in such areas. Any of the above may cause material disruptions to our
operations, which in turn may materially and adversely affect our financial condition and results of
operations. For example, due to the outbreak of H7N9 avian flu in 2013 which constrained the
potential price increase of ducks and duck parts during that year, we experienced a significant increase
in costs of ducks and duck parts in 2014 resulting from the recovery from the avian flu. In addition,
we experienced decreased customer traffic in some of our stores in the third quarter of 2016 resulting
from severe weather conditions, including the large-scale flood in Hubei Province, typhoons in coastal
areas and extreme high temperature events in China.

Our operations are also vulnerable to natural disasters and other catastrophic events, including
wars, terrorist attacks, earthquakes, typhoons, fires, floods, extreme high temperature events, power
failures and shortages, water shortages, information system failures, and similar events that may or
may not be foreseeable. Since our processing facilities and self-operated retail stores are currently
located in various locations in China and we do not have a formal business continuity or disaster
recovery plan, if any of such event occurs, our ability to operate our facilities may be restricted. As
a result, we may have to incur substantial additional expenses to repair or replace the damaged
equipment or facilities.

Adverse publicity involving our Company, our competitors or our industry could materially and
adversely impact our business and results of operations.

The food industry in China as a whole is particularly sensitive to concerns over food safety and
quality related issues and can be materially and adversely affected by negative publicity or news
reports, whether accurate or not, regarding food safety and quality and public health concerns. Any
such negative publicity, whether targeting our industry or our Group in particular, could materially
harm our brand, business and results of operations. Due to our leading position in the industry, we may
become the target of public scrutiny and thus incur significant costs to respond to such negative
publicity. For example, in the past, some of duck farms in China were reported to add illegal
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ingredients to feed ducks which had resulted in an adverse impact on consumers’ confidence in the
quality and safety of duck products. Complaints or claims against us, if any, even if without any
sufficient evidence, could force us to divert our resources, which may adversely affect our business,
operations and financial performance.

Our rights to use our leased properties could be challenged by third parties, or we may be forced
to relocate due to title defects of our leased properties, which may result in a disruption of our
operations and subject us to penalties.

Certain of our leased properties had title defects due to various reasons, which may subject us
to challenges by third parties, such that our leases may be deemed invalid or unenforceable and we
may be forced to vacate from these leased properties. In particular, due to the inherent nature of the
state-owned allocated land, collectively owned land, military facilities and other land parcels with
other title defects under the PRC laws and the restrictive administrative requirements imposed on such
land parcels in most regions in China, we believe such land parcels with title defects are commonly
seen in China and we may continue to be subject to the similar defects of our self-operated retail
stores. For example, a number of our transport hub stores are located in the public transport
infrastructure or the ancillary facilities surrounding the transport infrastructure, such as airports,
railway stations and subway stations. As advised by our PRC legal advisor, most of our transport hub
stores are located on state-owned allocated lands. As of the Latest Practicable Date, substantially all
of the lessors of our leased transport hub stores failed to provide us with sufficient confirmations with
respect to the fulfilment of the relevant requirements relating to the lease of properties that are located
on allocated lands. As of the Latest Practicable Date, out of our total 809 leased self-operated retail
stores, such transport hub stores amounted to 197 with an aggregate floor area of approximately 6,270
square meters. The revenue derived from such transport hub stores in 2013, 2014 and 2015 and the
six months ended June 30, 2016 was estimated to be approximately RMB340.5 million, RMB583.5
million, RMB834.2 million and RMB475.4 million, respectively, representing approximately 28.0%,
32.3%, 34.3% and 34.2%, respectively, of our total revenue in the same periods. As advised by our
PRC legal advisor, it is the relevant lessors’ responsibility to comply with the relevant requirements
and to complete the requisite procedures for leases of allocated lands. Any failure to fulfill such
procedures may subject the relevant lessors to penalties imposed by the land administrative authorities
and the lease agreements may be deemed invalid and unenforceable in accordance with the relevant
laws and regulations. As a tenant, we are not subject to any administrative punishment or penalties
under relevant laws and regulations. However, we may be required to vacate from the relevant store
locations as the parcel of land may be ordered to be transferred back to the administrative authorities.

In addition, as of the Latest Practicable Date, 298 out of 606 |leased properties (excluding the
transport hub stores as described above) were subject to potential title defects. As advised by our PRC
legal advisor, it isthe relevant lessors’ responsibility to comply with the relevant rules and regulations
and to obtain the required approvals and consents from the government authorities to effect the leases.
As a tenant, we are not liable for the title defects and are not in breach of relevant laws and
regulations, and we will not be subject to any administrative punishment or penalties in this regard.
However, without valid ownership certificates or proper authorization from the lessors, our use of
these properties may be affected upon third parties’ claims or challenges against the lease. If we were
forced to move out and vacate from the leased properties as described above, we may have to
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temporarily close the relevant stores and incur additional relocation costs. In addition, the failure of
providing sufficient documents for the leases by our lessors may prevent us from timely registering
the relevant lease agreements which may subject us to penalties. See “Business — Properties —
Leased Properties” for more details about the defects of our leased properties.

We had not been able to obtain confirmations from the relevant authorities that we will not be
penalized or required to vacate the premises with title defects, see “Business — Properties — Leased
Properties” for more details. We currently estimate that the cost of relocating a store with title defects
will be approximately RMB65,000, comprising the decoration cost for the new store and the removal
cost in connection with the movable equipment and other assets from the original premise. We expect
that we would be able to complete the relocation of each Defective Lease Property around 45 days
upon notice of relocation, including a typical notice period of 30 days. Based on the average revenue
per self-operated retail store in the twelve months ended June 30, 2016 of RMB3.6 million and
assuming a 15-day gap period, we expect the potential loss of revenue due to a forced relocation will
be approximately RMB147,900. As such, based on the total number of the 197 Defective Transport
Hub Stores and 298 Other Defective Leased Properties as of the Latest Practicable Date, under the
worst case scenario, the aggregated amount of relocation cost and potential loss of revenue we may
incur are estimated to be approximately RMB32.2 million and RMB73.2 million, respectively,
although we believe the likelihood of being requested to relocate all the stores with title defects is
highly remote, given our nationwide retail store network and the fact that the relevant leases were
entered into with different landlords. See “Business — Properties — Relocation Plan” for more
details.

If our right to use these properties were challenged by any third parties, including the relevant
government authorities, we would incur additional costs in relocating our stores to other suitable
locations, thus affecting our business operations and financial condition.

Our future growth depends on our ability to increase the number of our stores and to maintain and
enhance our online performance.

As we primarily market and sell our products through our self-operated retail store network, our
growth largely depends on our ability to increase the number of these stores and to maintain and
enhance their performance. The number of our self-operated retail storesin Chinaincreased from 389
as of December 31, 2013 to 468 as of December 31, 2014 and further increased to 641 as of December
31, 2015. We operated 716 and 757 self-operated retail stores as of June 30, 2016 and the Latest
Practicable Date, respectively. Delays or failuresin opening new stores could materially and adversely
affect our growth strategy and our expected results. We may face competition for new store locations
in our target markets and thus incur higher lease costs. Even if we are able to open additional stores
as planned, these stores may be unprofitable or require longer time to generate our desired level of
revenue. This growth strategy and substantial efforts associated with the development of each
additional store may cause our operating results and financial performance to fluctuate. In addition,
if we open new stores in our existing geographic markets, the sales performance and customer traffic
in our existing stores near new ones may be affected. Furthermore, economic conditions of the
neighborhood where our stores are located may decline in the future, thus potentially resulting in
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reduced salesin these locations. Pedestrian traffic may also be adversely affected due to urban renewal
projects. In addition, competition for locations with high pedestrian traffic is intense, if we cannot
obtain commercially desirable locations at reasonable terms, our ability to implement our growth
strategy may be adversely affected.

To complement our self-operated retail store network, we also engage distributors. The
performance of our distributors is subject to a number of factors and risks, some of which may be out
of our control. Although we generally require our distributors to strictly comply with our quality
standards and other operational policies (including the proper use of our trademarks) and obtain all
requisite licenses and approvals, they may improperly use our trademarks, breach other terms and
conditions of distribution agreements or we may not be able to effectively monitor the operations of
our distributors. Any of these may adversely affect our reputation and brand image, which may in turn
materially and adversely affect our business, results of operations and financial condition.

We expect to further enhance our online strategies and increase sales from our online channels.
However, we may not be able to maintain a high growth rate of our online sales, and if we fail to
manage the continuous development of our online sales, our business, financial condition and results
of operations may be adversely affected.

We may not be able to achieve same store sales growth or increase our market share in existing
markets.

We have achieved positive same store sales growth rates during the Track Record Period. We
cannot assure you that we are able to sustain same store sales growth in the future due to various
factors beyond our control, such as general market conditions. Our same stores sales growth rate may
also be affected if we open additional new stores in our existing markets.

Our ability to achieve and increase same store sales depends in part on our ability to successfully
implement our initiatives to effectively increase our customer traffic and average spending per
purchase order and, to alesser extent, our ability to maintain the popularity of our products and further
develop our product offerings. There can be no assurance that we will be able to achieve or increase
our same store sales growth, or maintain a positive same store sales growth rate at all, or that we will
achieve our targeted level of expansion in existing markets. If we are unable to maintain or increase
our same store sales growth, our sales and profit growth may be materially and adversely affected.

We could be adversely affected if we fail to adapt to the changing consumer preferences, perception
and market dynamics.

The casual food industry in China is subject to changes in consumer preferences and trends,
perception and discretionary spending. Although we have a dedicated product development team that
studies consumer preferences and trends, we cannot assure you that we will be able to maintain
product offerings that cater to the changing consumer preferences and trends in China. In addition, if
dietary preferences and perceptions cause consumers to avoid casual braised food, our business could
suffer. Any changes in consumer preferences could lead to increased levels of selling and promotional
expenses, thereby resulting in a material and adverse effect on our business, financial condition or
results of operations.
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If we are unable to manage our growth effectively, we may not be able to capitalize on new business
opportunities and our business and financial results may be materially and adversely affected.

We experienced rapid growth during the Track Record Period and plan to further expand in the
future. Our total revenue increased by 48.6% from RMB1,217.6 million in 2013 to RMB1,809.1
million in 2014 and further increased by 34.4% to RMB2,432.0 million in 2015. Our total revenue
increased by 18.3% from RMB1,174.7 million for the six months ended June 30, 2015 to RMB1,389.1
million for the corresponding period in 2016. Our planned expansion may place substantial demands
on our resources.

Our ability to further increase our production capacity is critical to supporting our stable and
continuous business growth, which involves additional costs and uncertainties. In addition, to manage
and support our growth, we must improve our existing operational and administrative systems as well
as our financial and management controls. Our continued success also depends on our ability to
recruit, train and retain qualified management personnel as well as other administrative and sales and
marketing personnel, particularly when we expand into new markets. We also need to continue to
manage our relationships with our suppliers and customers. All of these endeavors will require
substantial management resources. As a result, our revenue and results of operations in future may
fluctuate significantly and our results for a given fiscal period during the Track Record Period are not
necessarily indicative of results to be expected for our operations in future. We cannot assure you that
we will be able to manage any future growth effectively and efficiently, and any failure to do so may
materially and adversely affect our ability to capitalize on new business opportunities, which in turn
may have a material and adverse effect on our business and financial performance.

Furthermore, we may not be able to achieve our expansion goals or effectively ramp up the sales
of our new stores. If we encounter any difficulty in expanding our retail store network, our growth
prospects may be adversely affected, which could in turn have a material and adverse effect on our
business, financial condition and results of operations.

A majority of our revenue is derived from the central China market, in particular, Hubei Province.

In 2013, 2014 and 2015 and the six months ended June 30, 2016, the central China market
contributed 82.9%, 77.8%, 70.1% and 69.3%, respectively, of our revenue from self-operated retail
stores, of which, Hubei Province, our home market, had contributed a majority portion. Although we
have been actively expanding our network to other regional markets, we expect central China to
continue to be a major market for us in the foreseeable future. In addition, our current major
production facility is also located in Wuhan. As a result, our revenue and results of operations are
largely dependent on conditions in this region. If there is any change in the regulatory, political or
economic environment in this region and its neighboring areas, or any change in customer demand for
our products or the competition landscape in this region, or any interruption to our business operations
or production schedules resulting from natural disasters or severe weather conditions, such as floods,
typhoons and extreme high temperature events in China, our business, results of operations and
financial condition may be adversely affected.
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Our retail stores are susceptible to risks in relation to rental increases and fluctuations and
unexpected early termination of leases.

As we lease the premises for all of our self-operated retail stores, we have significant exposure
to the retail rental market in China. In 2013, 2014 and 2015 and the six months ended June 30, 2016,
our store-level rental expenses amounted to approximately RMB103.1 million, RMB125.9 million,
RMB179.4 million and RMB110.6 million, respectively, representing 36.4%, 33.6%, 34.0% and
35.5%, respectively, of our total selling and distribution expenses during the respective periods. Since
rental expenses represent a significant portion of total operating expenses, our profitability may be
materially and adversely affected by any substantial increase in the rental expenses of our store
premises. Please also refer to “Financial Information — Significant Factors Affecting Our Results of
Operations — Lease expenses” for a sensitivity analysis on the fluctuation in lease expenses during
the Track Record Period.

We typically enter into lease agreements for our self-operated retail stores with a term of one to
five years. In the event we fail to renew our lease agreements, we may temporarily terminate the
operation of the relevant stores and relocate them to other premises which may not be as attractive as
the original locations.

In addition, we may be exposed to risks of unexpected early termination of leases due to urban
renewal projects or at the request of our landlords, and our business may be adversely affected if we
are not able to identify a suitable premise on acceptable terms to relocate our stores in a timely
manner.

We may be subject to fines as a result of unregistered leases.

We leased properties, most of which are for our self-operated retail stores. Under PRC law, all
lease agreements are required to be registered with the relevant real estate administration bureaus.
However, as of the Latest Practicable Date, 680 of our lease agreements with respect to 709 of our
leased properties had not been registered and filed with the relevant land and real estate administration
bureaus in the PRC because the relevant lessors failed to provide necessary documents for us to
register the leases with the local government authorities. These properties have an aggregate floor area
of approximately 25,520 square meters, accounting for approximately 87.2% of the total floor area of
our leased properties. Revenue contributed by these self-operated retail stores of which lease
agreements were not registered amounted to approximately RMB837.4 million, RMB1,205.3 million,
RMB1,619.4 million and RMB926.7 million, respectively, in 2013, 2014 and 2015 and the six months
ended June 30, 2016, accounting for approximately 68.8%, 66.6%, 66.6% and 66.7%, respectively, of
total revenue in the same periods.

As advised by our PRC legal advisor, failure to complete the registration and filing of lease
agreements will not affect the validity of such leases or result in our being required to vacate the
leased properties. However, the relevant government authorities may impose a fine ranging from
RMB1,000 to RMB10,000. The aggregate amount of maximum fine will be approximately
RMB6,800,000. See “Business — Properties — Leased Properties — Lease Registration” for more
details.
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We require various approvals, licenses and permits to operate our business and any failure to obtain
or renew any of these approvals, licenses and permits could materially and adversely affect our
business and results of operations.

In accordance with the laws and regulations of the PRC, we are required to maintain various
approvals, licenses and permits in order to operate our business in the PRC. In addition to business
licenses, our processing facilities are required to obtain the food production licenses and each of our
retail stores in the PRC is required to obtain the food operation license (formerly known as the food
distribution license). These approvals, licenses and permits are granted upon satisfactory compliance
with, among other things, the applicable laws and regulations in relation to food safety, hygiene,
environmental protection and fire safety. These approvals, licenses and permits are subject to
examinations or verifications by relevant authorities and are valid only for a fixed period of time
subject to renewal and accreditation.

Complying with government regulations may require substantial expenses, and any
non-compliance may expose us to liability. In case of any non-compliance, we may have to incur
significant expenses and divert substantial management time and resources to resolving any
deficiencies. The relevant store may be required to temporarily close until it satisfies all legal and
regulatory requirements. We may also experience negative publicity arising from such deficiencies,
which may materially and adversely affect our business and financial performance.

We may experience difficulties, delays or failures in obtaining the necessary approvals, licenses
and permits for our new stores and our new processing facilities. In addition, there can be no assurance
that we will be able to obtain or renew all of the approvals, licenses and permits required for our
existing business operations in a timely manner or at all. If we fail to obtain and/or maintain required
approvals, licenses or permits, our ongoing business could be interrupted and our expansion plan may
be delayed.

Business interruptions at our current processing facilities due to any downtime for maintenance
and repair of equipment or the delay of the construction of our new processing facilities could
adversely and materially affect our business.

Our production process utilizes automated machinery and equipment to optimize production flow
and enhance the efficiency of our workforce. Any significant downtime associated with the
maintenance and repair of machinery and equipment used in our processing facilities will result in
temporary interruption of our production. Although we have an in-house maintenance and repair team
for our machinery and equipment, the failure of equipment manufacturers or our team to conduct
timely repairs on our machinery and equipment could interrupt the operation of our processing
facilities for extended periods of time. Any extended downtime could result in a loss of sales. In
addition, we may encounter shortages or temporary suspension of supplies of electricity or water due
to local governments' policies and control measures. Although we typically have our own backup
power and water supplies which are able to support our production for twenty four hours, any extended
suspension may cause an interruption to our operations and result in a loss of sales. As a result, our
business and results of operations would be adversely affected.
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Moreover, our ability to expand our production capacity is critical to our success. We are
constructing the second phase of our Wuhan processing facility (the “Phase Il Wuhan processing
facility”), which is expected to be completed by the end of 2016. We also plan to construct another
processing facility in Dongguan, Guangdong Province. See “Business — Our Strategies — Further
improve operational efficiency and expand production capacity” for more details. However, we cannot
guarantee that the construction of the new processing facilities will be completed in a timely manner,
and any failure to do so may materially and adversely affect our ability to capitalize on new business
opportunities, which in turn may have a material and adverse effect on our business and financial
performance.

We depend on a stable and adequate supply of quality raw materials which are subject to price
volatility and other risks.

The principal raw materials for our products include ducks, duck parts and spices purchased for
our production. During the Track Record Period, our raw material costs amounted to RMB409.2
million, RMB656.5 million, RMB845.5 million, RMB425.9 million and RMB408.2 million,
respectively, in 2013, 2014 and 2015 and the six months ended June 30, 2015 and 2016, accounting
for approximately 33.6%, 36.3%, 34.8%, 36.3% and 29.4%, respectively, of total revenue over the
same periods. As aresult, our production volume and production costs depend on our ability to source
quality key raw materials at competitive prices. We generally do not enter into long-term supply
agreements with fixed price arrangements. If we are unable to obtain raw materials in the quantities,
of aquality or at a price that we require, our production volume, quality of products and profit margins
may be adversely affected. Raw materials used in our production are subject to price volatility caused
by external conditions, such as market supply and demand, changes in governmental policies and
natural disasters.

Our raw material costs generally increased during the Track Record Period primarily due to the
increase in purchased volumes, which were in line with the growth of our business operations. The
increase from 2013 to 2015 was also attributable to an overall price increase of our raw materials
during such period. There is no assurance that our raw material cost will not increase significantly in
the future. Please also refer to “Financial Information — Description of Major Components of Our
Results of Operations — Cost of Sales” for a sensitivity analysis on the fluctuation in raw material
costs during the Track Record Period. As is customary in our industry, we typically are not able to
immediately pass raw material price increases on to our customers. As a result, any significant price
increase of our raw materials may have an adverse effect on our profitability and results of operations.

We have a number of key raw material suppliers. In the years ended December 31, 2013, 2014
and 2015 and the six months ended June 30, 2016, we transacted with 65, 67, 53 and 41 third-party
duck suppliers, respectively. During the Track Record Period, aggregate purchases from our top five
suppliers in terms of dollar amount in aggregate accounted for approximately 27.3%, 26.1%, 32.5%
and 27.6% respectively, of our total purchase cost in 2013, 2014 and 2015 and the six months ended
June 30, 2016. Purchases from our largest supplier in terms of dollar amount accounted for
approximately 7.2%, 7.8%, 13.9% and 7.1%, respectively, of our total purchase cost in such periods.
Although we transact with our suppliers on an individual basis, some of our suppliers are owned or
controlled by two groups in poultry industry in China, namely Shandong New Hope Liuhe Group Co.,
Ltd., or Liuhe, and Jiangsu Yike Food Co., Ltd., or Yike, and the average aggregate purchases from
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these suppliers accounted for approximately 59%, 64% 65% and 66% of our total purchase cost in
2013, 2014 and 2015 and the six months ended June 30, 2016, respectively. If a large number of our
current suppliers decide to terminate business relationships with us or, if the raw materials supplied
by our current suppliers fail to meet our standards, or if our current supplies of raw materials are
interrupted for any reason, qualified suppliers may not be readily available and we may not be able
to easily switch to other suppliersin atimely fashion, which may materially and adversely affect our
business and financial results.

We recorded net current liabilities in the Track Record Period.

We had a net current liabilities position as of December 31, 2015 in the amount of RMB141.0
million. This was primarily due to the Reorganization, details of which are set out in “Our History and
Development—Reorganization”. In connection with our Reorganization, Wuhan ZHY Holdco disposed
of its operating assets to the Group, and the assets and liabilities retained by Wuhan ZHY Holdco were
reflected as a distribution to the Controlling Shareholders. The distribution amounted to RMB821.8
million, primarily consisting of (i) prepayments, deposits and other receivables of RMB473.0 million,
(i) amount due from the Group of RMB215.6 million, (iii) available-for-sale investment of RMB80.0
million, and (iv) cash and bank balances of RMB40.4 million. See “Financial Information — Net
Current Assets/Liabilities” and the Accountants’ Report set out in Appendix | to this prospectus for
more details. We recorded net current assets of RMB183.9 million as of June 30, 2016. However, we
cannot assure you that we will not have net current liabilities in the future. Having significant net
current liabilities could constrain our operational flexibility and adversely affect our ability to expand
our business. If we do not generate sufficient cash flows from our operations to meet our present and
future financial needs, we may need to rely on external borrowings or other alternative funding. If
adequate funds are not available, whether on satisfactory terms or at all, we may be forced to delay
or abandon our development and expansion plans, and our business, financial condition and results of
operations may be materially and adversely affected.

We may not be able to adequately protect our intellectual property, which could adversely affect our
business and operations.

We rely on a combination of trademarks, copyrights, patents, and other intellectual property laws
as well as confidentiality agreements with our senior management team and research and development
team members to protect our trademarks, copyrights, and other intellectual property rights. Details of
our intellectual property rights are set out in “Business — Intellectual Property” and “Appendix V
—Statutory and General Information — B. Further Information about our Business — 2. Intellectual
Property Rights of the Group”. As of the Latest Practicable Date, we were not aware of any material
violations or infringements of our trademarks, copyrights, patents or any other intellectual property
rights.

Implementation of PRC intellectual property-related laws has historically been lacking,
primarily because of ambiguities in the PRC laws and difficulties in enforcement. Accordingly,
intellectual property rights and confidentiality protections in China may not be as effective as those
in Hong Kong, the United States or other countries. Policing unauthorized use of proprietary
technology is difficult and costly, and we may need to resort to litigation to enforce or defend patents
issued to us or to determine the enforceability, scope and validity of our proprietary rights or those
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of others. Any such litigation may require significant expenditure of financial and managerial
resources and could have a material adverse impact on our business, financial condition and results
of operations. An adverse determination in any such litigation will impair our intellectual property
rights and may harm our business, prospects and reputation. In addition, given that the enforceability
and scope of protection of proprietary rights in China are uncertain and still evolving, we may choose
not to litigate or spend significant resources in litigation to enforce our intellectual property rights or
to defend our trademarks against unauthorized use by third parties.

Information technology system failures or breaches of our network security could interrupt our
operations and adversely affect our business.

We rely on our information technology systems and network infrastructure, mainly our ERP
system and POS system, across our operations to monitor the daily operations of our retail stores and
manage processing processes. Any damage or failure of our information technology systems or
network infrastructure that causes an interruption in our operations could have a material and adverse
effect on our business and results of operations.

We also utilize our information technology system to collect and archive information of members
of our membership program and we receive and maintain certain personal information about our
customer when accepting credit cards or prepaid cards for payment or accepting orders through online
channels. If our network security is compromised and such information is stolen or obtained by
unauthorized persons or used inappropriately, we may become subject to litigation or other
proceedings brought by cardholders and financial institutions. Any such proceedings could divert
management attention and our other resources from our business and cause us to incur significant
unplanned losses and expenses. Consumer perception of our brand could also be negatively affected
by these events, which could further adversely affect our business and results of operations.

Our success depends on the continuing efforts of our senior management team and our business
may be harmed if we lose their services.

We depend on our senior management for our operations. The expertise, industry experience and
contributions of our senior management are crucial to our success. If any members of our senior
management is unable or unwilling to continue in their present positions, we may not be able to
replace them easily or at all. As aresult, our business may be disrupted, our management quality may
deteriorate and our results of operations may be materially and adversely affected. In addition, if any
member of our senior management team joins a competitor or forms a competing business, we may
lose trade secrets and business know-how as a result. Competition for experienced management in our
industry is intense, and the pool of qualified candidates is limited. We may not be able to retain the
services of our senior management or attract and retain additional high quality senior executivesin the
future.

Moreover, our ability to constantly produce high quality products is partially attributable to a
large number of skilled employees who are familiar with and adept at our processing technologies. We
also rely on our sales personnel, including regional operational managers and store staff, to effectively
operate our retail network. As we expand our operations, we may not be able to retain such skilled
processing and sales personnel at a reasonable cost and our business and results of operations may be
materially and adversely affected.
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We may be subject to additional contributions of social insurance premium and housing provident
funds and late payments and fines imposed by relevant governmental authorities.

According to the Social Insurance Law of the PRC (% A RILAEAL &R F%) and the
Administrative Regul ations on the Housing Provident Fund of the PRC ({5 /A F8 445 B 41)), we are
required to make social insurance premium contributions and housing provident funds for our
employees. Our PRC subsidiaries have in the past failed to make full contribution to the social
insurance premiums and housing provident funds in a timely manner. As of December 31, 2013, 2014
and 2015 and June 30, 2016, the carrying amount of our provision for social insurance premium
contribution and housing provident funds amounted to approximately RMB30.6 million, RMB46.9
million, RMB65.4 million and RMB66.8 million, respectively. We are not aware of any complaints or
demands for payment of these contributions from employees. As advised by our PRC legal advisor, the
relevant PRC authorities may request us to pay the outstanding social insurance contributions within
a stipulated deadline and pay an overdue charge equal to 0.05% of the outstanding amount for each
day of delay. If we fail to repay the outstanding social insurance contributions within the prescribed
period, we may be liable to a fine of one to three times the outstanding contribution amount.

In case we fail to complete the housing provident fund registration and open a housing provident
fund account prior to the deadline, we may be subject to a fine of RMB10,000 to RMB50,000. In case
we fail to make payments of outstanding housing fund contributions prior to the deadline, we may be
subject to an order from the relevant people’s courts to make such payment. For further details, see
“Business — Licenses, Regulatory Approvals and Compliance”.

Our operating results depend on the effectiveness of our marketing and promotional programs.

Our operating results are dependent on our brand marketing efforts and advertising activities. We
continuously invest in our brand to further raise brand recognition and acceptance and engage in
marketing campaigns to promote our products. We utilize tailored and creative branding and marketing
strategies, which have achieved positive results. We expect to continue to adopt such strategies in the
future. We incurred advertising and promotional expenses of RMB21.6 million, RMB28.4 million,
RMB22.3 million, RMB10.6 million and RMB12.8 million, respectively, in 2013, 2014 and 2015 and
the six months ended June 30, 2015 and 2016. However, if our marketing and advertising programs
may not continue to be successful, our business and operating results may be materially and adversely
affected. In addition, we believe marketing trends in China are evolving, which requires us to
experiment with new marketing strategies to keep pace with industry developments and consumer
preferences. Moreover, as we continue to build up our online platform, we expect our marketing
expenses relating to cooperation with online channels to continue to increase.

We have limited insurance to cover our potential losses and claims.

We maintained limited statutory insurance, which we believe is customary for businesses of our
size and type and in line with the standard commercial practice in our industry. See “Business —
Insurance” for more details on our insurance policies. If we were held liable for uninsured | osses, our
business and results of operations may be materially and adversely affected.
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In addition, we are not insured against product liability or business interruptions resulting from
natural disasters such as droughts, floods, earthquakes or severe weather conditions, any suspension
or cessation in the supply of utilities or other calamities. Any liability claim for damages relating to
our products, interruption to our operations, and the resulting losses or damages, could materially and
adversely affect our business, results of operations and financial condition.

Our success depends on our ability to remain competitive in the industry.

The casual braised food industry is intensely competitive with respect to, among other things,
flavor, product quality and consistency, services, prices and store locations. Our competitors include
a variety of independent local operators, in addition to regional and national casual braised food
manufacturers. Furthermore, new competitors may emerge from time to time, which may further
intensify the competition. In particular, competitors may start to offer food products with flavor that
is similar to our products. There are also many well-established competitors with substantially greater
financial, marketing, personnel and other resources than ours, and several of our competitors are well
established in certain regional markets where we currently have stores or intend to open stores.

Our ability to effectively compete will depend on various factors, including the successful
implementation of our retail store network expansion strategy, and our ability to improve existing
products, to develop and launch new products, and to enhance production capacity and efficiency.
Failure to successfully compete may prevent us from increasing or sustaining our revenue and
profitability and potentially lead to a loss of market share, which could have a material and adverse
effect on our business, financial condition, results of operations and cash flows.

We rely on third-party logistics companies to deliver our products.

We have established an in-house logistics team with 33 vehicles responsible for delivery in
Hubei Province as of the Latest Practicable Date, and engaged third-party logistics companies to
transport our products to cities that are not currently covered by our logistics fleet. Disputes with or
atermination of our contractual relationships with one or more of our logistics companies could result
in delayed delivery of products or increased costs. There can be no assurance that we can continue or
extend relationships with our current logistics companies on terms acceptable to us, or that we will
be able to establish relationships with new logistics companies or expand our logistics team to ensure
accurate, timely and cost-efficient delivery services. If we are unable to maintain or develop good
relationships with logistics companies or expand our logistics team to cover cities which are not
currently covered by our own logistics team, it may inhibit our ability to offer products in sufficient
quantities, on atimely basis, or at prices acceptable to our consumers. In addition, as we do not have
any direct control over these logistics companies, we cannot guarantee their quality of services. If
there is any delay in delivery, damage to products or any other issue, our sales and brand image may
be affected.
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We may require additional funding to finance our operations, which may not be available on terms
acceptable to us or at all, and if we are able to raise equity capital, the value of your investment
in us may be negatively impacted.

Taking into account cash generated from operating activities and the estimated net proceeds we
expect to receive from this Global Offering, our Directors are of the view that we will have available
sufficient working capital to meet our present requirements and for at least the next 12 months from
the date of this prospectus. We may, however, require additional cash resources to finance our
continued growth or other future developments, including any investments or acquisitions we may
decide to pursue. To the extent that our funding requirements exceed our financial resources, we will
be required to seek additional financing or to defer planned expenditures. There can be no assurance
that we can obtain additional funds on terms acceptable to us, or at all. In addition, our ability to raise
additional funds in the future is subject to a variety of uncertainties, including, but not limited to:

° our future financial condition, results of operations and cash flows;

° general market conditions for capital raising and debt financing activities; and

° economic, political and other conditions in China and elsewhere.

Furthermore, if we raise additional funds through equity or equity-linked financings, your equity
interest in our Company may be diluted. Alternatively, if we raise additional funds by incurring debt
obligations, we may be subject to various covenants under the relevant debt instruments that may,
among other things, restrict our ability to pay dividends or obtain additional financing. Servicing debt
obligations could also be burdensome to our operations. If we fail to service our debt obligations or
are unable to comply with any of these covenants, we could be in default under these debt obligations
and our liquidity and financial condition could be adversely affected.

Our manufacturing operations are subject to a variety of environmental protection, health, fire
safety and other safety laws and regulations.

We are subject to a variety of laws and regulations imposed by the PRC government relating to
environmental protection, health, fire safety and other safety. Compliance with existing and future
environmental protection, health, fire safety and other safety laws could subject us to costs or
liabilities, including monetary damages and fines; impact our production capabilities; result in
suspension of our business operations; and generally impact our financial performance. Our Shanghai
facility had on two instances during the Track Record Period been found to have discharged sewage
with excessive pollutants. In respect of these two incidents, we received a warning from the relevant
authorities but no fine was imposed on us. We cannot assure you that such event will not happen in
the future. We currently do not carry any insurance relating to environmental protection. If we are held
liable for damages in the event of any pollution, injury or other violation of applicable environmental
protection, health, fire safety or other safety laws, we may also be subject to adverse publicity and our
financial condition and results of operations could be materially and adversely affected.
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We may be subject to investment risks relating to available-for-sale investments and structured
deposits.

We from time to time purchase structured deposits and available-for-sale investments from
commercial banks to better manage our surplus funding. As of December 31, 2013, 2014 and 2015 and
June 30, 2016, the structured deposits amounted to approximately RMB190.0 million, RMB470.0
million, RMB10.0 million and RMB175.0 million, respectively, and available-for-sale investments
amounted to RMB70.0 million, RMB85.0 million, RMB100.0 million and RMB125.0 million,
respectively, in the same periods. Structured deposit products that we purchased during the Track
Record Period generally have a term of three months to six months and may be redeemed upon their
respective expiry dates while available-for-sale investments represent money market funds and
generally do not have a fixed term or coupon rate and may be redeemed at any time at our discretion.
However, as we only have limited general information about the underlying investments and do not
have specific and detailed information, such as duration or credit ratings, of these asset management
products, there is no assurance that we can make sound investment decisions on an informed basis.

We have established capital and investment policies to monitor and control risks relating to our
investment activities. We only purchase low-risk asset management products issued by commercial
banks or other qualified financial institutions. See “Financial Information—Description of Major
Components of our Results of Operations—Other Income and Gains, Net” for more details. However,
there is no assurance that we can always recover principals or receive any interest income from our
investments. If we fail to manage the risks associated with such investments, we may not be able to
profit or may incur losses, and our results of operations and financial condition may be adversely
affected.

Risks Relating to Doing Business in the PRC

Changes in PRC economic, political and social conditions, as well as government policies, laws and
regulations, could have a material and adverse effect on our business, financial condition, results
of operations and prospects.

All of our business assets are located in the PRC and all of our sales are currently derived from
the PRC. Accordingly, our results, financial position and prospects are subject, to a significant degree,
to the economic, political and legal developments of the PRC. Political and economic policies of the
PRC government could affect our business and financial performance and may result in our being
unable to sustain our growth.

In recent years, the PRC government implemented a series of laws, regulations and policies
which imposed stricter standards with respect to, among other things, quality and safety control, and
supervision and inspection of enterprises operating in our industry. See “Regulatory Overview —
Laws, Rules and Regulations Related to the Food Service Industry in China” for more details. If the
PRC government continues to impose stricter regulations on our industry, we could face higher costs
in order to comply with those regulations, which may impact our profitability.
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The economy of the PRC differs from the economies of most developed countries in a number
of respects, including the extent of government involvement, level of development, growth rate, and
control of foreign exchange. China has been reforming the PRC economic system, and has also begun
reforming the government structure in recent years. Although these reforms have resulted in
significant economic growth and social progress, we cannot predict whether changes in the PRC’s
political, economic and social conditions, laws, regulations and policies will have any adverse effect
on our future business, results or financial condition. Moreover, the PRC government continues to play
a significant role in regulating industrial development. It also exercises significant control over
China’s economic growth through the allocation of resources, controlling payment of foreign currency
denominated obligations, setting monetary policies and providing preferential treatments to particular
industries or companies. All of these factors could affect the economic conditions in China and, in
turn, our industry and our Company.

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

Our business and operations are primarily conducted in the PRC and are governed by PRC laws
and regulations. The PRC legal system is based on written statutes and their interpretation by the
Supreme People’s Court. Prior court decisions may be cited for reference, but have limited weight as
precedents. Since the late 1970s, the PRC Government has significantly enhanced the PRC legislation
and regulations to provide protection 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 cover all aspects of economic activity 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 and predictable as in other jurisdictions. In addition, the PRC legal system is based
in part on government policies and administrative rules that may have a retroactive effect. As aresult,
we may not be aware of our violations 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 may result
in substantial costs and the diversion of resources and management attention.

You may experience difficulties in effecting service of legal process, enforcing foreign judgments
or bringing original actions against us or our Directors and officers.

We are an exempted company incorporated under the laws of the Cayman Islands. Our corporate
affairs are governed by our Memorandum and Articles of Association and by the Cayman Companies
Law and common law of the Cayman Islands. The laws of the Cayman Islands relating to the
protection of the interests of minority shareholders differ in some respects from those established
under statutes or judicial precedent in existence in Hong Kong. This may mean that the remedies
available to our Company’s minority shareholders may be different from those they would have under
the laws of other jurisdictions. A summary of Cayman Companies Law is set out in Appendix IV to
this prospectus. It may not be possible for you to bring an action against us or against our Directors
or officers based upon Hong Kong laws in the event that you believe that your rights as a shareholder
have been infringed.
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All of our assets, and almost all of the assets of our Directors are located in the PRC. It may not
be possible for investors to effect service of process upon us or those persons inside the PRC. The PRC
has not entered into treaties or arrangements providing for the recognition and enforcement of
judgments made by courts of most other jurisdictions. On July 14, 2006, Hong Kong and the PRC
entered into the Arrangement on Reciprocal Recognition and Enforcement of Judgments in Civil and
Commercial Matters by the Courts of the Mainland and of the Hong Kong Special Administrative
Region Pursuant to Choice of Court Agreements Between Parties Concerned, the “Arrangement,”
pursuant to which a party with a final court judgment rendered by a Hong Kong court requiring
payment of money in a civil and commercial case according to a choice of court agreement in writing
may apply for recognition and enforcement of the judgment in the PRC. Similarly, a party with afinal
judgment rendered by a PRC court requiring payment of money in a civil and commercial case
pursuant to a choice of court agreement in writing may apply for recognition and enforcement of the
judgment in Hong Kong. A choice of court agreement in writing is defined as any agreement in writing
entered into between parties after the effective date of the Arrangement in which a Hong Kong court
or a PRC court is expressly designated as the court having sole jurisdiction over the dispute.
Therefore, it may not be possible to enforce a judgment rendered by a Hong Kong court in the PRC
if the parties in the dispute do not agree to enter into a choice of court agreement in writing. As a
result, it may be difficult or impossible for investors to effect service of process against our assets or
Directors in the PRC in order to seek recognition and enforcement of foreign judgments in the PRC.

We rely principally on dividends paid by our subsidiaries to fund any cash and financing
requirements we may have, and any limitation on the ability of our PRC subsidiaries to pay
dividends to us could have a material and adverse effect on our ability to conduct our business.

We are a holding company incorporated in the Cayman Islands and operate our core businesses
through our operating subsidiaries in the PRC. Therefore, despite certain income at the holding
company level, the availability of funds to pay dividends to our Shareholders largely depends upon
dividends received from these subsidiaries. If our subsidiaries incur debts or losses, such indebtedness
or loss may impair their ability to pay dividends or other distributions to us. As a result, our ability
to pay dividends will be restricted.

PRC laws and regulations require that dividends be paid only out of distributable profits, which
are our net profit as determined in accordance with PRC GAAP or HKFRS, whichever is lower, less
any recovery of accumulated losses and appropriations to statutory and other reserves that we are
required to make. As a result, we may not have sufficient distributable profits, if any, to enable us to
make dividend distributions to our Shareholders in the future, including periods for which our
financial statements indicate that our operations have been profitable. Any distributable profits that
are not distributed in a given year are retained and available for distribution in subsequent years.
Moreover, because the calculation of distributable profits under PRC GAAP is different from the
calculation under HKFRS in certain respects, our operating subsidiaries may not have distributable
profits as determined under PRC GAAP, even if they have profits for that year as determined under
HKFRS, or vice versa. Accordingly, we may not receive sufficient distributions from our subsidiaries.
Failure by our operating subsidiaries to pay dividends to us could have a negative impact on our cash
flow and our ability to make dividend distributions to our Shareholders in the future, including those
periods in which our financial statements indicate that our operations have been profitable.
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Furthermore, restrictive covenants in bank credit facilities or other agreements that we or our
subsidiaries may enter into in the future may also restrict the ability of our subsidiaries to provide
capital or declare dividends to us and our ability to receive distributions. Therefore, these restrictions
on the availability and usage of our major source of funding may impact our ability to pay dividends
to our Shareholders.

We may be considered a “PRC resident enterprise” under the EIT Law, which could result in our
global income being subject to a 25% PRC enterprise income tax.

Our Company isincorporated in the Cayman Islands. We conduct our business through operating
subsidiaries in the PRC. Under the EIT Law, enterprises established under the laws of foreign
countries or regions and whose “de facto management bodies” are located within the PRC are
considered “PRC resident enterprises” and thus will generally be subject to an EIT at the rate of 25%
on their global income. On December 6, 2007, the State Council adopted the EIT Rules, effective on
January 1, 2008, which defines the term “de facto management bodies” as “bodies that substantially
carry out comprehensive management and control on the business operation, employees, accounts and
assets of enterprises.” Currently, substantially all of our management is based in the PRC, and may
continue to be based in the PRC in the future. In April 2009, the PRC State Administration of Taxation
promulgated a circular to clarify the definition of “de facto management bodies” for enterprises
incorporated overseas with controlling shareholders being onshore enterprises or enterprise groups in
China. However, it remains unclear how the tax authorities will treat an overseas enterprise invested
or controlled by another overseas enterprise and ultimately controlled by PRC individual residents, as
in our case.

If we were considered a PRC resident enterprise, we would be subject to the EIT at the rate of
25% on our global income, and any dividends or gains on the sale of our Shares received by our
non-resident enterprise shareholders may be subject to a withholding tax at a rate of up to 10%. In
addition, although the EIT Law provides that dividend payments between qualified PRC resident
enterprises are exempted from EIT, it remains unclear as to the detailed qualification requirements for
this exemption and whether dividend payments by our PRC operating subsidiaries to us would meet
such qualification requirements if we were considered a PRC resident enterprise for this purpose. If
our global income were to be taxed under the EIT Law, our financial position and results of operations
would be materially and adversely affected.

Gains on the sales of Shares and dividends on the Shares may be subject to PRC income taxes.

Under the EIT Law and the EIT Rules, dividends payable by “PRC tax resident enterprises’ to
non-PRC residents are subject to PRC withholding tax at the rate of 10% (for “non-PRC resident
enterprises”) and 20% (for “non-PRC resident individuals”), to the extent such dividends have their
source within the PRC. “Non-PRC resident enterprises” refers to enterprise investors 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.
“Non-PRC resident individuals” refers to individual investors who do not have any domicile and do
not reside in the PRC, or do not have any domicile but have resided in the PRC for less than one year.
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Similarly, any gain realized on the transfer of shares of “PRC tax resident enterprises’” by such
investors is also subject to PRC income tax, usually at a rate of 10% (for non-PRC resident
enterprises) and 20% (for non-PRC resident individuals) unless otherwise reduced or exempted by
relevant tax treaties or similar arrangements, if such gain is regarded as income derived from sources
within the PRC. We are a holding company incorporated in the Cayman Islands and substantially all
of our operations are in the PRC. There is uncertainty as to whether we will be considered a “PRC tax
resident enterprise” for the purpose of the EIT Law. As aresult, it is unclear whether dividends paid
on our Shares, or any gain realized from the transfer of our Shares, would be treated as income derived
from sources within the PRC and would as a result be subject to PRC income tax. If we are considered
a “PRC tax resident enterprise”, then any dividends paid to our Shareholders that are “non-PRC
resident enterprises” or “non-PRC resident individuals” and any gains realized by them from the
transfer of our Shares may be regarded as income derived from PRC sources and, as a result, would
be subject to PRC income tax, unless otherwise exempted. It is unclear whether, if we are considered
a “PRC tax resident enterprise”, our Shareholders would be able to claim the benefit of income tax
treaties or agreements entered into between the PRC and other countries or regions. If dividends
payable to our non-PRC Shareholders that are “non-PRC resident enterprises” or “non-PRC resident
individuals”, or gains from the transfer by them of our Shares, are subject to PRC tax, the value of
such non-PRC Shareholders’ investment in our Shares may be materially and adversely affected.

Our dividend income from our foreign-invested PRC subsidiaries may be subject to a higher rate of
withholding tax than that which we currently anticipate.

Under the EIT Law and the EIT Rules, dividend payments from PRC subsidiaries to their foreign
shareholders, if the foreign shareholder is not deemed as a PRC tax resident enterprise under the EIT
Law, are subject to a withholding tax at the rate of 10%, unless the jurisdiction of such foreign
shareholders has a tax treaty or similar arrangement with China and the foreign shareholder obtains
approval from competent local tax authorities for application of such tax treaty or similar
arrangement. If certain conditions and requirements under the Arrangement between the Mainland
China and the Hong Kong Special Administration Region for the Avoidance of Double Taxation and
the Prevention of Fiscal Evasion with Respect to Taxes on Income entered into between Hong Kong
and the PRC (A1 7 ¥ R il A7 B i B i 388 i 15 e o B 5 OBL AN By (- T BE A % k) (the “Hong
Kong Tax Treaty”), are met, the withholding rate could be reduced to 5%. However, the SAT
promulgated Circular of the State Administration of Taxation on Understanding and determining the
“Beneficial Owners” under Tax Treaties (the “Circular 601") on October 27, 2009, which provides that
tax treaty benefits will be denied to “conduit” or shell companies without business substance, and a
beneficial ownership analysis will be adopted based on a “substance over form” analysis to determine
whether or not to grant tax treaty benefits to a “conduit” company. It is unclear whether Circular 601
applies to dividends from our PRC operating subsidiaries paid to us through ZHY Management. It is
possible, however, that under Circular 601, ZHY Management would not be considered the “beneficial
owner” of any such dividends, and that such dividends would, as a result, be subject to income tax
withholding at the rate of 10% rather than the favorable 5% rate applicable under the Hong Kong Tax
Treaty. In that case, our financial position and results of operations would be materially and adversely
affected.
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Governmental control over currency conversion and fluctuations in exchange rates may affect the
value of your investment and limit our ability to utilize our cash effectively.

The Renminbi is not currently afreely convertible currency. We receive all of our payments from
customers in Renminbi and may need to convert and remit Renminbi into foreign currencies for the
payment of dividends, if any, to holders of our Shares. Under the PRC’s existing foreign exchange
regulations, following the completion of the Global Offering, we will be able to pay dividends in
foreign currencies without prior approval from SAFE or its local branches by complying with certain
procedural requirements. However, the PRC government may take measures at its discretion in the
future to restrict access to foreign currencies for current account transactions if foreign currencies
become scarce in the PRC. We may not be able to pay dividends in foreign currencies to our
Shareholders if the PRC government restricts access to foreign currencies for current account
transactions. Foreign exchange transactions under our capital account continue to be subject to
significant foreign exchange controls and require the approval of the SAFE or its local branches.
These limitations could affect our ability to obtain foreign exchange through equity financing, or to
obtain foreign exchange for capital expenditures.

Our revenue and costs are denominated in Renminbi. Any significant revaluation of the Renminbi
may materially and adversely affect our cash flows, results of operations and financial position. The
exchange rate of the Renminbi against the U.S. dollar and other foreign currencies fluctuates and is
affected by, among other things, the policies of the PRC government and changes in the PRC and in
international political and economic conditions. Since 1994, the conversion of the Renminbi into
foreign currencies, including U.S. dollars, has been based on rates set by the People’s Bank of China,
which are set daily based on the previous business day’s interbank foreign exchange market rates and
current exchange rates on the world financial markets. From 1994 to July 2005, the official exchange
rate for the conversion of Renminbi to U.S. dollars was generally stable. On July 21, 2005, the PRC
government introduced a managed floating exchange rate system to allow the value of the Renminbi
to fluctuate within a regulated band based on market supply and demand and by reference to a basket
of currencies. Since the adoption of this new policy, the value of the Renminbi against the Hong Kong
dollar has fluctuated daily. The PRC government has since made, and in the future may make, further
adjustments to the exchange rate system.

There remains significant international pressure on the PRC government to adopt a more flexible
currency policy, which, together with domestic policy considerations, could result in appreciation of
the Renminbi against the U.S. dollar, the Hong Kong dollar or other foreign currencies. If the
Renminbi appreciates against other currencies significantly, and as we need to convert and remit the
proceeds from the Global Offering and future financing into the Renminbi for our operations,
appreciation of the Renminbi against the relevant foreign currencies would reduce the Renminbi
amount we would receive from the conversion. On the other hand, because the dividends on our
Shares, if any, will be paid in Hong Kong dollars, any devaluation of the Renminbi against the Hong
Kong dollar could reduce the amount of any cash dividends on our Shares in Hong Kong dollar terms.
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PRC regulations relating to the establishment of offshore special purpose vehicles by PRC residents
may subject our PRC-resident beneficial owners or our PRC subsidiaries to liability or penalties,
limit our ability to make capital contributions into our PRC subsidiaries, limit our PRC
subsidiaries’ ability to distribute profits to us, or otherwise adversely affect our financial position.

Under several regulations promulgated by SAFE, PRC residents and PRC corporate entities are
required to register with and obtain approval from local branches of SAFE or designated qualified
foreign exchange banks in China in connection with their direct or indirect offshore investment
activities. In addition, any PRC resident who is adirect or indirect shareholder of an offshore company
is required to update the previously filed registration with the local branch of SAFE, with respect to
any material change involving that offshore company, such as an increase or decrease in capital,
transfer or swap of shares, merger or division. These regulations apply to direct and indirect holders
of our Shares who are PRC residents and may apply to any offshore acquisitions that we make in the
future. To the best of our knowledge, as of the Latest Practicable Date, our Controlling Shareholder
who is required to make the foreign exchange registration under Circular 37 had completed such
registration. However, we may not be fully aware or informed of the identities of all the PRC residents
holding direct or indirect interests in our Company, and we cannot assure you that all of our
shareholders and beneficial owners who are PRC residents will comply with these foreign exchange
regulations.

If any PRC-resident Shareholder fails to make the required registration or update a previously
filed registration, our PRC subsidiaries may be prohibited from distributing their profits and proceeds
from any reduction in capital, share transfer or liquidation to us, and we may also be prohibited from
injecting additional capital into our PRC subsidiaries. Moreover, failure to comply with the various
foreign exchange registration requirements described above could result in liability on the related
PRC-resident Shareholder or our PRC subsidiaries under PRC laws for evasion of applicable foreign
exchange restrictions.

PRC regulation of loans to and direct investment by offshore holding companies into PRC entities
may delay or prevent us from using the proceeds of the Global Offering to make loans or additional
capital contributionsto our PRC operating subsidiaries, which could materially and adversely affect
our liquidity and our ability to fund and expand our business.

In utilizing the proceeds of the Global Offering in the manner described in the section “Future
Plans and Use of Proceeds” in this prospectus, as an offshore holding company of our PRC operating
subsidiaries, we may make loans or additional capital contributions to our PRC subsidiaries or a
combination thereof. Any loans to our PRC subsidiaries are subject to PRC regulations and approvals.
For example, loans by our Company to our subsidiaries in China, each of which is a foreign-invested
enterprise, to finance their activities cannot exceed statutory limits and must be registered with SAFE
or its local counterpart.

In addition, any capital contributions to our PRC subsidiaries must be approved by the PRC
Ministry of Commerce or its local counterpart. We cannot assure you that we will be able to obtain
these government registrations or approvals on atimely basis, if at all, with respect to future loans or
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capital contributions by usto our subsidiaries. If we fail to receive such registrations or approvals, our
ability to use the proceeds of this Global Offering and to capitalize our PRC operations may be
negatively affected, which could materially and adversely affect our liquidity and our ability to fund
and expand our business.

There is uncertainty with respect to the indirect transfers of equity interests in our PRC resident
enterprises through transfers made by our Shareholders or our non-PRC holding companies.

On February 3, 2015, the SAT promulgated the Public Announcement on Several Issues
Concerning Enterprise Income Tax for Indirect Transfer of Assets by Non-Resident Enterprises (12 %
Tt 5 4 )y B A T R A 3 ] 422 e 8 B 2 A SE A AR B 4 T DB ) A 4) (“Circular 77) , which replaced
certain provisions in the Notice on Strengthening the Administration of Enterprise Income Tax on
Equity Transfers of Non-resident Enterprises (2 %51 %5 48 Jj BE A it IF J [ A 36 I i st Jor 159 1 36
Fr A5 Bl 4 FLAY 48 &) (“ Circular 698”). Circular 7 provided comprehensive guidelines relating to, and
also heightened the Chinese tax authorities’ scrutiny over, indirect transfers by a non-resident
enterprise of assets (including equity interests) of a Chinese resident enterprise (the “Chinese Taxable
Assets”). For example, Circular 7 stated that where a non-resident enterprise transfers Chinese
Taxable Assets indirectly by disposing of equity interests in an overseas holding company directly or
indirectly holding such Chinese Taxable Assets, and such transfer is deemed for the purpose of
avoiding EIT payment obligations and without any other bona fide commercial purpose, the transfer
may be reclassified by the Chinese tax authorities as a direct transfer of Chinese Taxable Assets.

Although Circular 7 contains certain exemptions, it is unclear whether any exemptions under
Circular 7 will be applicable to the transfer of our Shares or to any future acquisition by us outside
of China involving Chinese Taxable Assets, or whether the Chinese tax authorities will classify such
transaction by applying Circular 7. Therefore, the Chinese tax authorities may deem any transfer of
our Shares by our Shareholders that are non-resident enterprises, or any future acquisitions by us
outside of China involving Chinese Taxable Assets, to be subject to the foregoing regulations, which
may subject our Shareholders or us to additional Chinese tax reporting obligations or tax liabilities.

Risks Relating to the Global Offering

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

Before the Global Offering, there was no public market for our Shares. The initial offer price
range of our Shares, and the Offer Price, will be the result of negotiations between the Joint Global
Coordinators (on behalf of the Hong Kong Underwriters) and us.

In addition, while we have applied to have our Shares listed on the Stock Exchange, there can
be no guarantee that (i) an active trading market for our Shares will develop or, (ii) if it does, that it
will be sustained following the completion of the Global Offering, or (iii) that the market price of our
Shares will not decline below the Offer Price. You may not be able to resell your shares at a price that
is attractive to you, or at all.
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The price and trading volume of our Shares may be volatile which could result in substantial losses
for investors purchasing our Shares in the Global Offering.

The price and trading volume of our Shares may be volatile. The market price of our Shares may
fluctuate significantly and rapidly as a result of the following factors, among others, some of which
are beyond our control:

° actual or anticipated variations of our results of operations;

° loss of key raw material suppliers;

° changes in securities analysts’ estimates or market perception of our financial performance;

° announcement by us of significant acquisitions, depositions, strategic alliances or joint
ventures;

° addition or departure of key senior management or other key personnel;

° fluctuations in stock market price and volume;

° regulatory or legal developments, including involvement in litigation;

° fluctuations in trading volumes or the release of lock-up or other transfer restrictions on our
outstanding Shares or sales of additional Shares by us; and

° general economic, political and stock market conditions in Hong Kong, China and
elsewhere in the world.

In addition, stock markets and the shares of other companies listed on the Stock Exchange with
significant operations and assets in the PRC have experienced increasing price and volume
fluctuations in recent years, some of which have been unrelated or disproportionate to the operating
performance of such companies. These broad market and industry fluctuations may materially and
adversely affect the market price of our Shares.

Future sale or major divestment of Shares by our Controlling Shareholders or our Investors could
materially and adversely affect the prevailing market price of our Shares.

The future sale of a significant number of our Shares in the public market after the Global
Offering, or the possibility of such sales, by our Controlling Shareholders or Investors could
materially and adversely affect the market price of our Shares and could materially impair our future
ability to raise capital through offerings of our Shares. Although such Controlling Shareholders and
Investors have agreed to a lock-up on their Shares, any major disposal of our Shares by any of such
Controlling Shareholder and Investors upon expiry of the relevant lock-up periods (or the perception
that these disposals may occur) may cause the prevailing market price of our Shares to fall which
could negatively impact our ability to raise equity capital in the future.
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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 initial Offer Price of our Shares is higher than the net tangible asset value per Share of the
outstanding Shares issued to our existing Shareholders immediately prior to the Global Offering.
Therefore, purchasers of our Shares in the Global Offering will experience an immediate dilution in
terms of the pro forma net tangible asset value. In addition, we may consider offering and issuing
additional Shares or equity-related securities in the future to raise additional funds, finance
acquisitions or for other purposes. Purchasers of our Shares may experience further dilution in terms
of the net tangible asset value per Share if we issue additional Shares in the future at a price that is
lower than the net tangible asset value per Share.

Since there will be a gap of several days between pricing and trading of our Shares, holders of our
Shares are subject to the risk that the price of our Shares could fall when the trading of our Shares
commences.

The Offer Price of our Shares is expected to be determined on the Price Determination Date.
However, our Shares will not commence trading on the Stock Exchange until they are delivered, which
is expected to be about four Hong Kong business days after the Price Determination Date. As a result,
investors may not be able to sell or otherwise deal in our Shares during that period. Accordingly,
holders of our Shares are subject to the risk that the price or value of our Shares could fall when
trading commences as a result of adverse market conditions or other adverse developments that could
occur between the time of sale and the time trading begins.

There can be no assurance as to whether we will pay dividends in the future.

We declared dividends of RMB68.3 million in 2014 and RMB300.0 million in 2015 to the
shareholders as of such time, all of which had been paid as of the Latest Practicable Date. However,
there is no assurance as to whether we will pay dividends in the future. Declaration and distribution
of dividends shall be proposed and formulated by our Board of Directors at their discretion and will
be subject to shareholder approval. A decision to declare or to pay any dividends and the amount of
any dividends will depend on various factors, including, without limitation, our results of operations,
financial condition, operating and capital expenditure requirements, distributable profits, future
prospects and other factors that our Board of Directors may determine are important. Accordingly, our
historical dividend distributions are not indicative of our future dividend distribution policy and
potential investors should be aware that the amount of dividends paid previously should not be used
as a reference or basis upon which future dividends are determined. See “Financial Information —
Dividend Policy” for more details of our dividend policy.
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Our interests may conflict with those of our Controlling Shareholders, who may take actions that
are not in, or may conflict with, our or our public shareholders’ best interests.

The interests of our Controlling Shareholders may differ from the interests of our other
Shareholders. If the interests of our Controlling Shareholders conflict with the interests of our other
Shareholders, or if our Controlling Shareholders cause our business to pursue strategic objectives that
conflict with the interests of our other Shareholders, the non-controlling shareholders could be
disadvantaged by the actions that our Controlling Shareholders choose to cause us to pursue.

Our Controlling Shareholders could have significant influence in determining the outcome of any
corporate transaction or other matter submitted to the Shareholders for approval, including but not
limited to mergers, privatizations, consolidations and the sale of all, or substantially all, of our assets,
election of directors, and other significant corporate actions. Our Controlling Shareholders have no
obligation to consider the interests of our Company or the interests of our other shareholders other
than pursuant to the deed of non-competition, see “Relationship with Our Controlling Shareholders —
Non-competition Undertaking” for more details. Consequently, our Controlling Shareholders’ interests
may not necessarily be in line with the best interests of our Company or the interests of our other
Shareholders, which may have a material and adverse effect on our Company’s business operations
and the price at which our Shares are traded on the Stock Exchange.

Certain statistics contained in this prospectus are derived from a third party report and publicly
available official sources.

This prospectus, particularly the section headed “Industry Overview” in this prospectus, contains
information and statistics, including but not limited to information and statistics relating to the PRC
and the casual braised food industry and markets. Such information and statistics have been derived
from various official government and other publications and from a third party report prepared by
Frost & Sullivan commissioned by us. We believe that the sources of such information are appropriate
sources for such information and have taken reasonable care in extracting and reproducing such
information. We have no reason to believe that such information is false or misleading in any material
respect or that any fact has been omitted that would render such information false or misleading in
any material respect. The information has not been independently verified by our Company, the Joint
Global Coordinators, the Joint Bookrunners, the Joint Lead Managers, the Joint Sponsors, the
Underwriters, any of our or their respective directors, officers or representatives or any other person
involved in the Global Offering and no representation is given as to its accuracy. We cannot assure
you that they are stated or compiled on the same basis or with the same degree of accuracy, as the case
may be, in other jurisdictions. Therefore, you should not unduly rely upon the industry facts and
statistics contained in this prospectus.
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Forward-looking statements contained in this prospectus are subject to risks and uncertainties.

This prospectus contains certain statements and information that are forward-looking and uses
forward-looking terminology such as “anticipate,” “believe,” “could,” “going forward,” “intend,”
“plan,” “project,” “seek,” “expect,” “may,” “ought to,” “should,” “would” or “will” and similar
expressions. You are cautioned that reliance on any forward-looking statement involves risks and
uncertainties and that any or all of those assumptions could prove to be inaccurate and as a result, the
forward-looking statements based on those assumptions could also be incorrect. In light of these and
other risks and uncertainties, the inclusion of forward-looking statementsin this prospectus should not
be regarded as representations or warranties by us that our plans and objectives will be achieved and
these forward-looking statements should be considered in light of various important factors, including
those set forth in this section. Subject to the requirements of the Listing Rules, we do not intend
publicly to update or otherwise revise the forward-looking statements in this prospectus, whether as
a result of new information, future events or otherwise. Accordingly, you should not place undue
reliance on any forward-looking information. All forward-looking statements in this prospectus are
qualified by reference to this cautionary statement.

You should read the entire prospectus carefully and we strongly caution you not to place any
reliance on any information contained in press articles or other media regarding us and the Global
Offering.

Prior to the publication of this prospectus, there has been press and media coverage regarding
us and the Global Offering, including but not limited to, coverage in Apple Daily, Ming Pao and Hong
Kong Economic Journal in May 2016, among others, certain financial information, industry
comparisons, and/or other information about the Global Offering and us. There may continue to be
additional press and media coverage on us and this Global Offering. We do not accept any
responsibility for any such press or media coverage or the accuracy or completeness of any such
information. We make no representation as to the appropriateness, accuracy, completeness or
reliability of any such information or publication. To the extent that any such information appearing
in publications other than this prospectus is inconsistent with, or conflicts with, the information
contained in this prospectus, we disclaim it, and accordingly you should not rely on any such
information. In making your decision as to whether to purchase our Shares, you should rely only on
the information included in this prospectus.



WAIVER FROM COMPLIANCE WITH THE LISTING RULES

In preparation for the Global Offering, our Company has sought the following waiver from strict
compliance with the relevant provisions of the Listing Rules.

WAIVER IN RELATION TO MANAGEMENT PRESENCE IN HONG KONG

Pursuant to Rule 8.12 of the Listing Rules, we must have sufficient management presence in
Hong Kong. This normally means that at least two of the executive Directors must be ordinarily
resident in Hong Kong.

The headquarters of our Group is located in the PRC. All of our executive Directors and all
members of the senior management of our Group currently reside in the PRC. Substantially all of the
business operations and management functions of our Group are carried out in the PRC. We do not
and, in the foreseeable future, will not have sufficient management presence in Hong Kong for the
purpose of satisfying the requirement under Rule 8.12 of the Listing Rules.

Accordingly, we have applied to the Stock Exchange for, and the Stock Exchange has agreed to
grant, a waiver from strict compliance with Rule 8.12 of the Listing Rules, subject to the condition
that the following measures and arrangements are made for maintaining regular communication
between the Stock Exchange and us:

(@) pursuant to Rule 3.05 of the Listing Rules, we have appointed two authorized
representatives, namely Mr. HAO Lixiao, our Director and Ms. LI Oi Lai, our Company
Secretary. The authorized representatives will act as the principal channel of
communication between the Stock Exchange and our Company. The authorized
representatives will be available to meet with the Stock Exchange in Hong Kong within a
reasonable period of time upon request and will be readily contactable by the Stock
Exchange by telephone, facsimile and/or email to deal promptly with any enquiries which
may be made by the Stock Exchange. Each of the authorized representatives is authorized
to communicate on behalf of our Company with the Stock Exchange;

(b) each of the authorized representatives has means to contact all Directors (including the
non-executive Director and the independent non-executive Directors) promptly at all times
as and when the Stock Exchange wishes to contact the Directors on any matters. We will
implement a policy whereby:

(i) each Director will provide his or her mobile phone number, office phone number,
residential phone number, email address and facsimile number to the authorized

representati VES;

(ii) each Director will provide his or her phone numbers or means of communication to
the authorized representatives when he or she is travelling; and

(iit) each Director will provide his or her mobile phone number, office phone number,
residential phone number, email address and facsimile number to the Stock Exchange;
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(c)

(d)

(e)

(f)

(9

in compliance with Rule 3A.19 of the Listing Rules, we have retained Guotai Junan Capital
Limited to act as our compliance advisor who will act as an additional channel of
communication between the Stock Exchange and our Company for the period commencing
on the Listing Date and ending on the date that our Company publishes our financial results
for the first full financial year after the Listing Date pursuant to Rule 13.46 of the Listing
Rules;

any meetings between the Stock Exchange and our Directors may be arranged through the
authorized representatives within a reasonable time frame;

our Company will inform the Stock Exchange promptly in respect of any change in our
Company’s authorized representatives;

all Directors have confirmed that they possess valid travel documents to visit Hong Kong
for business purposes and would be able to come to Hong Kong and, when required, meet

with the Stock Exchange upon reasonable notice; and

we will retain a Hong Kong legal advisor to advise us on the application of the Listing
Rules and other applicable Hong Kong laws and regulations after our Listing.



INFORMATION ABOUT THISPROSPECTUSAND THE GLOBAL OFFERING

DIRECTORS RESPONSIBILITY STATEMENT

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

THE HONG KONG PUBLIC OFFERING AND THIS PROSPECTUS

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

The Hong Kong Offer Shares are offered solely on the basis of the information contained and
representations made in this prospectus and the Application Forms and on the terms and subject to the
conditions set out herein and therein. No person is authorized to give any information in connection
with the Global Offering or to make any representation not contained in this prospectus, and any
information or representation not contained herein must not be relied upon as having been authorized
by our Company, the Joint Global Coordinators, the Joint Bookrunners, the Joint Lead Managers, the
Joint Sponsors and any of the Underwriters, any of their respective directors, agents, employees or
advisers or any other party involved in the Global Offering.

The Listing is sponsored by the Joint Sponsors and the Global Offering is managed by the Joint
Global Coordinators. The Hong Kong Public Offering is fully underwritten by the Hong Kong
Underwriters under the terms and conditions of the Hong Kong Underwriting Agreement and is subject
to us and the Joint Global Coordinators (on behalf of the Hong Kong Underwriters) agreeing on the
Offer Price. The International Offering is expected to be fully underwritten by the International
Underwriters subject to the terms and conditions of the International Underwriting Agreement, which
is expected to be entered into on or around the Price Determination Date.

If, for any reason, the Offer Price is not agreed among us and the Joint Global Coordinators (on
behalf of the Hong Kong Underwriters), the Global Offering will not proceed and will lapse. For full
information about the Underwriters and the underwriting arrangements, please see the section headed
“Underwriting” in this prospectus.

Neither the delivery of this prospectus nor any offering, sale or delivery made in connection with
the Shares should, under any circumstances, constitute a representation that there has been no change
or development reasonably likely to involve a change in our affairs since the date of this prospectus
or imply that the information contained in this prospectus is correct as of any date subsequent to the
date of this prospectus.
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PROCEDURES FOR APPLICATION FOR THE HONG KONG OFFER SHARES

The procedures for applying for the Hong Kong Offer Shares are set forth in the section headed
“How to Apply for Hong Kong Offer Shares” in this prospectus and in the Application Forms.

STRUCTURE AND CONDITIONS OF THE GLOBAL OFFERING

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

RESTRICTIONS ON OFFERS AND SALES OF SHARES

Each person acquiring the Hong Kong Offer Shares under the Hong Kong Public Offering will
be required to, or be deemed by his acquisition of Offer Shares to, confirm that he is aware of the
restrictions on offers of the Offer Shares described in this prospectus and the relevant Application
Forms.

No action has been taken to permit a public offering of the Offer Shares or the general
distribution of this prospectus and/or the Application Forms in any jurisdiction other than in Hong
Kong. Accordingly, without limitation to the following, this prospectus may not be used for the
purposes of, and does not constitute, an offer or invitation in any jurisdiction or in any circumstances
in which such an offer or invitation is not authorized or to any person to whom it is unlawful to make
such an offer or invitation. The distribution of this prospectus and the offering of the Offer Sharesin
other jurisdictions are subject to restrictions and may not be made except as permitted under the
applicable securities laws of such jurisdictions and pursuant to registration with or authorization by
the relevant securities regulatory authorities or an exemption therefrom.

APPLICATION FOR LISTING OF THE SHARES ON THE STOCK EXCHANGE
We have applied to the Listing Committee for the listing of, and permission to deal in, the Shares
in issue and to be issued pursuant to the Global Offering (including the Shares which may be issued

pursuant to the exercise of the Over-allotment Option).

No part of our equity or debt securities is listed on or dealt in on any other stock exchange and
no such listing or permission to list is being or proposed to be sought in the near future.

COMMENCEMENT OF DEALINGS IN THE SHARES
Dealings in the Shares on the Stock Exchange are expected to commence on Friday, November

11, 2016. The Shares will be traded in board lots of 500 Shares each. The stock code of the Shares
will be 1458.
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SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

If the Stock Exchange grants the listing of, and permission to deal in, the Shares and we comply
with the stock admission requirements of HKSCC, the Shares will be accepted as eligible securities
by HKSCC for deposit, clearance and settlement in CCASS with effect from the Listing Date or any
other date as determined by HKSCC. Settlement of transactions between participants of the Stock
Exchange is required to take place in CCASS on the second business day after any trading day.

All activities under CCASS are subject to the General Rules of CCASS and CCASS Operational
Procedures in effect from time to time.

Investors should seek the advice of their stockbroker or other professional advisor for details of
the settlement arrangement as such arrangements may affect their rights and interests. All necessary
arrangements have been made to enable the Shares to be admitted into CCASS.

PROFESSIONAL TAX ADVICE RECOMMENDED

You should consult your professional advisors if you are in any doubt as to the taxation
implications of subscribing for, purchasing, holding or disposing of, or dealing in, the Shares or
exercising any rights attaching to the Shares. We emphasize that none of our Company, the Joint
Global Coordinators, the Joint Bookrunners, the Joint Lead Managers, the Joint Sponsors, the
Underwriters, any of our or their respective directors, officers or representatives or any other person
involved in the Global Offering accepts responsibility for any tax effects or liabilities resulting from
your subscription, purchase, holding or disposing of, or dealing in, the Shares or your exercise of any
rights attaching to the Shares.

REGISTER OF MEMBERS AND STAMP DUTY

Our principal register of members will be maintained by our principal registrar, Intertrust
Corporate Services (Cayman) Limited, in the Cayman Islands, and our Hong Kong register of members
will be maintained by the Hong Kong Share Registrar in Hong Kong. Unless the Directors otherwise
agree, all transfer and other documents of title of Shares must be lodged for registration with and
registered by the Hong Kong Share Registrar and may not be lodged in the Cayman Islands.

Dealingsin our Shares registered on our Hong Kong register will be subject to Hong Kong stamp
duty. The stamp duty is charged to each of the seller and purchaser at the ad valorem rate of 0.1% of
the consideration for, or (if greater) the value of, the Shares transferred. In other words, atotal of 0.2%
is currently payable on atypical sale and purchase transaction of the Shares. In addition, a fixed duty
of HK$5 is charged on each instrument of transfer (if required).

EXCHANGE RATE CONVERSION

For the purpose of illustration only, this prospectus contains translations among certain amounts
denominated in Renminbi, Hong Kong dollars and U.S. dollars. Unless otherwise specified, (i) the
translations between Renminbi and HK dollars were made at the rate of HK$1.00 to RMB0.8610, and
(i1) the translations between U.S. dollars and Hong Kong dollars were made at the rate of HK$7.7555
to US$1.00. No representation is made that the amounts denominated in one currency could actually
be converted into the amounts denominated in another currency at the rates indicated or at all.
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ROUNDING

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

LANGUAGE

If there is any inconsistency between this prospectus and the Chinese translation of this
prospectus, this prospectus shall prevail. Translated English names of Chinese laws and regulations,
governmental authorities, departments, entities (including certain of our subsidiaries), institutions,
natural persons, facilities, certificates, titles and the like included in this prospectus and for which no
official English translation exists are unofficial translations for identification purposes only. In the
event of any inconsistency, the Chinese name shall prevail.

OTHER

Unless otherwise specified, all references to any shareholdings in our Company following the
completion of the Global Offering assume that the Over-allotment Option is not exercised.



DIRECTORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING

DIRECTORS
Name Residential Address Nationality
Executive Directors
Mr. ZHOU Fuyu (J& & #) No. 3A, Building 4 Chinese
Meng Hu Xiang Jun, Houhu Street
Jiangan District, Wuhan City
Hubei Province, PRC
Mr. ZHU Yulong (& T #E) Room 2503, Block B Chinese
159 Changqging Road
Jianghan District, Wuhan City
Hubei Province, PRC
Mr. WEN Yong (3XH5) Room 2705, Unit 1, Block 1 Chinese
Wanke Cheng, 159 Changqging Road
Jianghan District, Wuhan City
Hubei Province, PRC
Mr. HU Jiaqing ({8 Room 402, Unit 1, Block 13 Chinese
Changcheng Jiayuan, 40 Xudong Road
Wuchang District, Wuhan City
Hubei Province, PRC
Mr. HAO Lixiao (#f17 ) Room 1801, Unit 1, Block 3 Chinese
Dushi Lanting, 98 Hanyang Avenue
Hanyang District, Wuhan City
Hubei Province, PRC
Non-Executive Directors
Mr. PAN Pan (i% %) Flat 3B, Block 7 Chinese
Xiangyu Central Garden
66 Nongyuan Road,
Futian District, Shenzhen
Guangdong Province, PRC
Independent Non-Executive Directors
Mr. WU Chi Keung (% & i) Flat A, 9/F, Block 2 Chinese

Braemar Hill Mansion
17 Braemar Hill Road
North Point
Hong Kong



DIRECTORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING

Name Residential Address Nationality

Mr. CHAN Kam Ching, Paul (Bf&572) Flat D1 Chinese
4/F Wisdom Court
5 Hatton Road
Hong Kong

Mr. LU Weidong (J&E %) Unit 806, Block 1 Chinese
Hengguan Haoyuan, Fumin Road
Futian District, Shenzhen
PRC

Further information about the Directors and other senior management members are set out in the
section headed “Directors and Senior Management” in this prospectus.

— 61 —



DIRECTORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING

PARTIES INVOLVED IN THE GLOBAL OFFERING

Joint Sponsors and Joint Global
Coordinators

Joint Bookrunners and Joint Lead
Managers

Legal Advisors to Our Company

Morgan Stanley Asia Limited

Level 46 International Commerce Centre
1 Austin Road West

Kowloon

Hong Kong

Credit Suisse (Hong Kong) Limited
Level 88 International Commerce Centre
1 Austin Road West Kowloon

Hong Kong

Morgan Stanley Asia Limited

Level 46 International Commerce Centre
1 Austin Road West

Kowloon

Hong Kong

Credit Suisse (Hong Kong) Limited
Level 88 International Commerce Centre
1 Austin Road West Kowloon

Hong Kong

China Merchants Securities (HK) Co., Limited
48/F, One Exchange Square

Central

Hong Kong

As to Hong Kong and U.S. laws:

Simpson Thacher & Bartlett
35/F, ICBC Tower

3 Garden Road

Central

Hong Kong

As to PRC law:

Commerce & Finance Law Offices
6/F, NCI Tower

A12 Jianguomenwai Avenue
Chaoyang District

Beijing, PRC

As to Cayman lslands law:

Walkers

15th Floor, Alexandra House
18 Chater Road

Central

Hong Kong

— 62 —



DIRECTORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING

Legal Advisors to the Joint Sponsors
and the Underwriters

Auditors and Reporting Accountants

Property Valuer

Industry Consultant

Compliance Advisor

Receiving Banks

As to Hong Kong and U.S. laws:

Paul Hastings

21-22/F, Bank of China Tower
1 Garden Road

Central

Hong Kong

As to PRC law:

Jingtian & Gongcheng

34/F, Tower 3, China Central Place
77 Jianguo Road

Chaoyang District

Beijing, PRC

Ernst & Young

Certified Public Accountants
22nd Floor, CITIC Tower

1 Tim Mei Avenue

Central, Hong Kong

DTZ Cushman & Wakefield Limited
16/F, Jardine House

Central

Hong Kong

Frost & Sullivan (Beijing) Inc., Shanghai Branch Co.
Room 1018, Tower B

No. 500 Yunjin Road

Xuhui District

Shanghai, 200232

PRC

Guotai Junan Capital Limited
27th Floor, Low Block
Grand Millennium Plaza

181 Queen’s Road Central
Hong Kong

Standard Chartered Bank (Hong Kong) Limited
15/F Standard Chartered Tower

388 Kwun Tong Road

Kwun Tong

Bank of Communications Co., Ltd. Hong Kong Branch
20 Pedder Street

Central

Hong Kong



CORPORATE INFORMATION

Registered Office 190 Elgin Avenue
George Town
Grand Cayman KY 1-9005
Cayman Islands

Principal Place of Business and No. 8-1 Huitong Road Zoumaling
Head Office in China Dongxihu District
Wuhan City, Hubei Province, 430040
PRC
Principal Place of Business in 18/F, Tesbury Centre
Hong Kong 28 Queen’s Road East
Wanchai
Hong Kong
Company’s Website www.zhouheiya.cn

(The information on the website does not form part of
this prospectus)

Company Secretary Ms. LI Oi Lai (ZEJ8)
18/F, Tesbury Centre
28 Queen’'s Road East
Wanchai
Hong Kong

Authorized Representatives Mr. HAO Lixiao (#ff37 #)
No. 8-1 Huitong Road Zoumaling
Dongxihu District
Wuhan City, Hubei Province, 430040
PRC

Ms. LI Oi Lai (ZEE)
18/F, Tesbury Centre
28 Queen’s Road East

Wanchai
Hong Kong
Audit Committee Mr. WU Chi Keung (51757 ) (Chairman)

Mr. CHAN Kam Ching, Paul (Ff#72)
Mr. LU Weidong (Ji f# %)

Remuneration Committee Mr. CHAN Kam Ching, Paul (F#fF2) (Chairman)
Mr. LU Weidong (Ji & %)
Mr. ZHU Yulong (£ T #E)

Nomination Committee Mr. ZHOU Fuyu (J&'& #) (Chairman)
Mr. WU Chi Keung (#58)
Mr. LU Weidong (Ji 1 %)

— 64 —



CORPORATE INFORMATION

Strategic Development Committee Mr. ZHU Yulong (% T #) (Chairman)
Mr. HU Jiaging (13 )
Mr. HAO Lixiao (#f7.5%)

The Cayman Islands Principal Share Intertrust Corporate Services (Cayman) Limited
Registrar and Transfer Office 190 Elgin Avenue
George Town
Grand Cayman
KY 1-9005
Cayman Islands

Hong Kong Share Registrar Computershare Hong Kong Investor Services Limited
Shops 1712-1716, 17th Floor
Hopewell Centre
183 Queen’s Road East
Wanchai
Hong Kong

Principal Banks Industrial and Commercial Bank of China Limited
(Xibeihu Sub-Branch)
No. Te2 Xinhuaxia Road
Jianghan District
Wuhan City, Hubei Province
PRC

Bank of Communications Co., Ltd.
(Xinshijie Sub-Branch)

2/F, New World Tower Block A
634 Jiefang Road

Qiaokou District

Wuhan City, Hubei Province

PRC

China Merchants Bank Co., Limited
(Dongxihu Sub-Branch)

113 Wujiashan Tianyuan Street
Dongxihu District

Wuhan City, Hubei Province

PRC

Industrial Bank Co., Ltd. (Wuhan Branch)
Industrial Bank Building

108 Zhongbei Road

Wuchang District

Wuhan City, Hubei Province

PRC



INDUSTRY OVERVIEW

The information presented in this section is derived from various official government
publications and other publications and from the market research report prepared by Frost &
Sullivan, which was commissioned by us, unless otherwise indicated. We believe that the sources
of the information are appropriate sources for the information and we have taken reasonable
care in extracting and reproducing the information. We have no reason to believe that such
information is false or misleading in any material respect or that any fact has been omitted that
would render the information false or misleading in any material respect. The information has
not been independently verified by us, the Joint Sponsors, Joint Global Coordinators, Joint
Bookrunners, Joint Lead Managers, the Underwriters or any of our or their respective directors,
officers or representatives or any other person involved in the Global Offering and no
representation is given asto its accuracy or completeness. The information and statistics may not
be consistent with other information and statistics compiled within or outside of China. Our
Directors confirm that, after taking reasonable care, there has been no adverse change in the
market information since the date of the Frost & Sullivan Report, which may qualify, contradict
or have an impact on the information as disclosed in this section.

SOURCE OF INFORMATION

In connection with the Global Offering, we have commissioned Frost & Sullivan, an independent
third party, to analyze and report on China’'s casual food industry and casual braised food industry
during the period of 2010 to 2020. The report, or the Frost & Sullivan Report, and a customer
satisfaction survey conducted with over 2,000 respondents in 20 cities in China (namely Beijing,
Shanghai, Shenzhen, Guangzhou, Tianjin, Hangzhou, Nanchang, Wuhan, Changsha, Dongguan,
Shenyang, Chengdu, Xi’'an, Zhuzhou, Yichang, Qinhuangdao, Zhuhai, Jilin, Mianyang and Xining),
have been completed by Frost & Sullivan independent of our influence. We paid Frost & Sullivan a
fee of RMBO0.9 million for the preparation of the report and the customer survey, which we believe
to be consistent with market rates. Founded in 1961, Frost & Sullivan has over 40 global offices with
more than 2,000 industry consultants, market research analysts, technology analysts and economists.
It offers industry research and market strategies and provides growth consulting and corporate
training. Frost & Sullivan has been covering the Chinese market from its offices in China since the
1990’s.

The Frost & Sullivan Report includes information on China's casual food industry and its
sub-segments and other market as well as economic data, which are quoted in this prospectus. Frost
& Sullivan’s primary research was undertaken through discussion of the status of the industry with
certain leading industry participants. For secondary research, Frost & Sullivan reviewed company
reports, independent research reports and data from its own databases. Projected data is derived from
analysis of historical data plotted against macroeconomic data as well as specific industry-related
drivers. In preparing and rendering the ranking of the casual braised food producers in the PRC with
self-operated retail stores, Frost & Sullivan researched major casual braised food producers in the
PRC, which included mostly large-scale casual braised food producers in terms of revenue generated
in the entire market and the most popular brands among end consumers according to the consumer
survey. Among these producers, most of them have relied highly on the franchisers to distribute
products. Among all the casual braised food producers that own self-operated retail stores, top ten
players have had accounted for 69.76% of the market share considering revenue generated from
self-operated business for the 12 months ended June 30, 2016. The Company has had occupied 37.12%
of such total market share, which nearly doubled the market share of the producer ranked the second.
That demonstrated the leading position of the Company in the segmented market. As the casual braised
food producer ranked 10th has occupied 0.16% of market share only, other players ranked behind are
smaller-scale producers with limited revenue scale and few self-operated retail stores. Among the top
10 players, the Company ranked first by average revenue per self-operated store, and given that the
other leading ranked players had lower average revenue per self-operated store compared with the
Company as demonstrated above, the Company has ability in generating leading average revenue per
self-operated stores in the industry for the periods discussed.

Frost & Sullivan considers the source of information as reliable because (i) it is general market
practice to adopt official data and announcements from various PRC government agencies and (ii) the
information obtained from interviews is for reference only and the findings in the report are not
directly based on the results of the interviews. In compiling and preparing the Frost & Sullivan Report,
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Frost & Sullivan has adopted the following assumptions: (i) China’'s social, economic and political
environments are likely to remain stable in the forecast period; (ii) related industry key drivers are
likely to drive the market in the forecast period; and (iii) there is no war or large scale disaster during
the forecast period.

Except as otherwise noted, all data and forecasts in this section are derived from the Frost &
Sullivan Report.

OVERVIEW OF THE CASUAL FOOD INDUSTRY IN CHINA

Casual food refers to food products that are consumed and eaten during leisure time. Key
categories of casual food include casual braised food, confectionery and preserves, bread, cakes and
pastries, puffed food, roasted seeds and nuts, biscuits.

The growth of the casual food industry in China has been driven primarily by economic growth
and increasing disposable income, population growth in urban areas and increasing urbanization,
increased leisure time and leisure spending and development of sales channels.

The retail sales value of the casual food industry in China grew from RMB401.4 billion in 2010
to RMB735.5 billion in 2015, representing a CAGR of 12.9% from 2010 to 2015, and is expected to
reach RMB1,298.4 billion in 2020, representing a CAGR of 12.0% from 2015 to 2020. The following
chart sets forth the retail sales value of the casual food industry in China for the periods indicated.

Retail Sales Value of the Casual Food Industry in China
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As set forth in the following chart, casual braised food has enjoyed, and is expected to maintain,
the fastest growth among all segments of the casual food industry in China. The following chart sets
forth the retail sales value of the casual food industry in China by product category for the periods
indicated.

Retail Sales Value of the Casual Food Industry in China by Product Category

Market Size (by retail sales value) CAGR

2010 2015 2020E 2010-2015 2015-2020E
Casual braised food ..................... 23.2 52.1 1235 17.6% 18.8%
Confectionery and preserves........ 146.4 258.5 414.8 12.1% 9.9%
Bread, cakes and pastries............. 81.6 155.5 266.3 13.8% 11.4%
Puffed food..........cccocoviiiiiiiinns 36.2 78.3 168.9 16.7% 16.6%
Roasted seeds and nuts ................ 40.5 63.6 105.3 9.5% 10.6%
BiSCUItS ...oocoviiiiiiiiiiiii, 38.5 63.8 101.7 10.6% 9.8%
Others.....ccoooviiiiiiiii, 35.0 63.7 117.9 12.7% 13.0%

Source: Frost & Sullivan

Food stores and food markets have been the largest sales channel of casual food products in
China. However, online channels have enjoyed the highest growth rate from 2010 to 2015, and are
expected to sustain rapid growth, with sales value expected to reach RMB164.6 billion in 2020. The
following chart sets forth the retail sales value of the casual food industry in China by sales channel
for the periods indicated.
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Retail Sales Value of the Casual Food Industry in China by Sales Channel

Retail Sales Value CAGR
2010 2015 2020E 2010-2015 2015-2020E
Food stores and food markets ...... 225.2 368.1 598.5 10.3% 10.2%
Supermarkets and convenience
[ (0] €T 134.2 268.7 478.3 14.9% 12.2%
Online channels..........coccoveviiviennns 20.6 61.0 164.6 24.3% 21.8%
Other channels...........ccoooeveviennne. 21.4 37.7 57.0 12.0% 8.6%

Source:  Frost & Sullivan
Key Growth Drivers of the Casual Food Industry in China

Economic growth and increasing disposable income

China’'s GDP increased from RMB40.9 trillion in 2010 to RMB67.7 trillion in 2015, representing
a CAGR of 10.6% during the period, and is expected to reach RMB92.4 trillion by 2020. Such
economic growth has led to the increasing disposable income in China. The per capita disposable
income of urban and rural households reached RMB31.2 thousand and RMB11.4 thousand,
respectively, in 2015, and is expected to reach RMB49.6 thousand and RMB19.5 thousand,
respectively, in 2020.

Increasing households’ income in China enhances the purchasing power and living standard of
Chinese people and enables them to increase discretionary spending, especially on leisure activities.
As aresult, casual foods, mainly consumed at various leisure occasions, enjoy rapid growth in China.
Moreover, Chinese consumers are looking for higher quality casual foods and opting for well-known
brands. Therefore it further boosts the development of casual food industry in China.

Population growth in urban areas and increasing urbanization

Due to China’s rapid economic development and the influx of migrants from rural areas to urban
areas, from 2010 to 2015, the urban population increased from 50.0% to 56.1% of the total population,
and is expected to further grow, reaching 59.4% of the total population by 2020.

Chinese consumers nowadays consume more casual foods between the meals or to replace meals
given the fast-paced lifestyle in the urban areas. Moreover, the improving transportation and logistics
system driven by urbanization enhance the operation efficiency of casual foods companies, and boost
the development of casual food industry in China.

Increased leisure time and leisure spending

With rising levels of disposable income and increased |eisure time, households in China allocate
more income to leisure and entertainment related spending. As a result, the per capita expenditure on
casual food in Chinaincreased from RMB299.3 in 2010 to RMB535.1 in 2015, representing a CAGR
of 12.3% during the period. However, according to Frost & Sullivan, the per capita consumption of
casual food in China was USD86.2 in 2015, compared to USD394.2, USD327.5, USD286.3 and
USD228.5 in the U.S., U.K., Japan and Korea, respectively, in the same year. This gap suggests that
there is still a significant upside potential in the casual food industry in China.

Development of sales channels

The development and expansion of sales channels have made a greater range of casual food
accessible to consumers across the country. Although food stores and food markets have been, and will
continue to be the primary sales channel for casual food, supermarkets, convenience stores and online
channels are gaining popularity with consumers due to the greater convenience and accessibility
offered by such channels. According to Frost & Sullivan, in 2015, the retail sales value of casual food
sold through supermarkets and convenience stores and online channels is expected to grow at a CAGR
of 12.2% and 21.8%, respectively, from 2015 to 2020.

Expansion of sales channels of casual food products from offline to online largely increases the
consumption convenience, which helps to further expand the consumer base of the industry. At the
same time, existing consumers are expected to increase their consumption with more convenient
purchase channels.
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OVERVIEW OF THE CASUAL BRAISED FOOD INDUSTRY
Casual Braised Food Industry in China

Braising has over two thousand years of history in the Chinese cooking tradition. Braised food
is made by simmering food such as meat, vegetables or bean curd in a master stock for hours, after
the initial treatment and blanching of the raw materials, to absorb the flavor of the master stock and
become tenderized. The master stock generally consists of different spices and broth to create unique
aroma and flavors. The ingredients of the master stock vary from region to region due to varying flavor
preferences in different regions in China, e.g. spicy flavors in Hubei, Sichuan and other provinces in
central China and salty flavors in Guangdong, Fujian and other provinces in southern China. Braised
food is very popular among Chinese people.

Since 1990s, a number of branded braised food stores sprang up and they have made great efforts
to build their brand image to attain market share. Consumers in China are more willing to purchase
braised food from such branded stores instead of traditional roadside stalls. In addition, the braised
food industry in China underwent a major transformation in terms of production. Braised food is now
mainly manufactured in modern facilities using automated production lines, instead of traditional
workshops. The manufacturing process has become more standardized and automated, thereby
enabling mass production of braised food with standardized taste, quality, safety and hygiene level.
In addition, unpackaged braised food has been gradually replaced by easy-to-carry packaged braised
food.

As aresult, braised food has gradually shifted from traditional table food to casual food, mainly
tailored for leisure consumption. According to Frost & Sullivan, the retail sales value of the casual
braised food industry increased from RMB23.2 billion in 2010 to RMB52.1 billion in 2015,
representing a CAGR of 17.6%, and is expected to reach RMB123.5 billion by 2020, representing a
CAGR of 18.8%. The following chart sets forth the retail sales value of the casual braised food
industry in China for the periods indicated.

Retail Sales Value of the Casual Braised Food Industry in China
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With the development of product packaging technologies and rising awareness of hygienic
conditions, packaged casual braised food products have witnessed a rapid growth during the past five
years. Product packaging technologies in the casual braised food industry today include vacuum
packaging and MAP. Vacuum packaging technology prolongs the shelf life of braised food, but
ultra-heat treatment in the packaging process damages the taste and texture of braised food. MAP
technology, which changes the composition of the internal atmosphere of a package by lowering the
atmospheric oxygen level and replacing it with nitrogen to restrict the growth of bacteria and
microbes, improves the shelf life of braised food, whilst preserving its fresh taste and texture as it does
not apply ultra-heat treatment in the packaging process. Such packaging has proven to be popular
among Chinese people.

Generally speaking, packaged casual braised food gained market share from unpackaged casual
braised food and achieved a CAGR of 28.8% from 2010 to 2015 in terms of retail sales value. The
retail sales value of packaged casual braised food is expected to grow from RMB10.0 billion in 2015
to RMB37.0 billion in 2020, representing a CAGR of 30.0%. The following chart sets forth the retail
sales value of packaged and unpackaged casual braised food in China for the periods indicated.
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Retail Sales Value of Packaged/Unpackaged Casual Braised Food in China
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Brand awareness has become an important factor in influencing consumers purchasing
decisions. Branded casual braised food is more easily recognized and perceived to have higher quality
and hygiene standards. The retail sales value of branded casual braised food in China grew at a CAGR
of 32.6% from 2010 to 2015, and is expected to grow at a CAGR of 28.9% from 2015 to 2020, reaching
RMB85.5 billion in 2020. On the other hand, the retail sales value of non-branded casual braised food
is expected to grow at a CAGR of 6.3% from 2015 to 2020. The following chart sets forth the retail
sales value of branded and non-branded casual braised food in China for the periods indicated.

Retail Sales Value of Branded/Non-branded Casual Braised Food in China
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Major categories of casual braised food include poultry, red meat, vegetables, and bean curd and
others. Poultry products, especially braised duck products, is the most popular category in the casual
braised food industry, with a market share of 43.3% in terms of retail sales value in 2015. Poultry
products have achieved the highest CAGR of 20.7% from 2010 to 2015 in the casual braised food
industry and are expected to grow at a CAGR of 21.6% from 2015 to 2020.

Retail Sales Value of Casual Braised Food by Product Category in China
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Key Growth Drivers of China’'s Casual Braised Food Industry

In addition to increasing levels of disposable income and rising leisure spending, the following
factors have contributed to the rapid growth of China’s casual braised food industry.

Long history of braised food

Braising has a long history in the Chinese cooking tradition. The unique flavor of braised food
is a key factor in attracting and retaining consumers, especially when they are faced with abundant
casual food choices. With thousands of years in development, braised food has been indispensable to
Chinese cuisine. Moreover, interprovincial migration and population redistribution in China as aresult
of increasing urbanization has enabled regional delicacies, such as spicy braised foods from Sichuan
and Hubei Provinces, to become popular across different regions in China.

Increased frequency of casual braised food consumption

Changing consumer habits are a key driver of the casual braised food industry in China. Braised
food is no longer just served for meals but can be consumed conveniently at leisure in various
situations, including as a snack-between meals, at social and sporting events and while traveling. This
is partly due to product innovation and improved packaging as well as an increasing variety of
products in recent decades. This change of consumption habits in braised food is also attributable to
the rapid expansion of distribution networks of braised food and continuous investments in shaping
consumers' consumption habits of casual braised food by leading companies in the industry.

Expansion and development of sales channels

The expansion of sales channels not only enhances the accessibility of casual braised food across
China, but also contributes to the development of national braised food brands, which further boost
the development of the industry. The sales outlets of branded casual braised food which are typically
located in areas with high pedestrian traffic such as shopping malls, commercial complexes, parks and
tourist spots, transport hubs and cinemas effectively associate casual braised food with leisure and
increase its popularity among consumers. Online channels are becoming one of the major sales
channels of casual braised food, and are expected to continue to grow significantly as consumers
spend more time on the Internet and enjoy the convenience of “24/7” shopping on demand.

Upgraded processing and packaging technologies and improved logistics support

Leading casual braised food companies have improved their processing and packaging
technologies and logistics systems with the aim of providing customers with products of higher quality
and better tastes. Traditional processing in individual workshops has given way to advanced modern
large-scale production lines, which has resulted in improved product quality and hygiene. The
improvement of packaging techniques, especially the application of MAP and vacuum packaging
technologies, makes it more convenient for consumers to consume casual braised food. Cold chain
logistics also help ensure food quality and safety.

Sales Channels of Casual Braised Food in China

Unlike braised food consumed as traditional table food which is primarily sold via roadside stalls
and wet markets, casual braised food is mainly sold via food store channels, supermarkets,
convenience stores, groceries, branded chain stores and online channels. Food stores refer to specific
shops that sell a broad variety of casual foods. Branded chain stores include both self-operated and
franchised stores that sell branded braised food products. Online channels refer to online
marketplaces, such as Tmall and JD.com, and other self-operated websites or apps of casual braised
food manufacturers.

With rising brand awareness and demand for product quality as well as changing consumer
habits, branded chain stores, supermarkets and convenience stores have witnessed rapid growth.
Leading casual braised food manufacturers have strived to establish extensive distribution networks
by opening a large number of self-operated and franchised branded stores across the country to
enhance brand awareness. They also establish presences in supermarkets, convenience stores and
grocery stores to expand customer coverage. Retail sales value through branded chain stores,
supermarkets and convenience stores grew at a CAGR of 22.9% and 21.1%, respectively, from 2010
to 2015.
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With an increasing travel population in China, leading players are also opening stores in airports,
high-speed railway stations, subway stations and other transport hubs to further attract consumers and
strengthen their market position. As of December 31, 2015, there were more than 200 airports and
more than 2,000 railway stations in China, and there were over 20 cities that had a metro system with
a total of approximately 100 light rail and subway lines. In 2015, high-speed rail stations had been
built in approximately 300 cities in China, and the passenger volume in China on high-speed trains
has witnessed dramatic growth in recent years. The total passenger volume on railways and through
airports reached 2.5 billion and 436 million, respectively, in 2015, representing a CAGR of 8.6% and
10.2%, respectively, from 2010 to 2015. Transport hub stores have gradually become an important
sales channel of casual braised food with high potential for future growth.

Driven by the increasing penetration of PC Internet and mobile Internet in China, online channels
have achieved rapid growth in China. The retail sales value of casual braised food generated through
online channels in China grew from RMBO0.4 billion in 2010 to RMB2.6 billion in 2015, representing
a CAGR of 44.1% from 2010 to 2015, and is expected to grow at a CAGR of 39.5% from 2015 to 2020,
reaching RMB13.5 billion in 2020. More casual braised food brands are developing their online sales
channels and integrating their online and offline sales channels. In addition, location-based home
delivery services further enhance the value of online shopping offered to consumers.

The following table sets forth the retail sales value of the casual braised food industry in China
by sales channel for the periods indicated.

Retail Sales Value of the Casual Braised Food Industry in China by Sales Channel
Retail Sales Value CAGR

2010 2015 2020E 2010-2015 2015-2020E

RMB billions RMB billions RMB billions

Supermarkets and convenience

SLOIES...uiitieiie e 6.1 16.0 38.4 21.1% 19.2%
Food stores and food markets ...... 12.0 20.7 31.3 11.5% 8.6%
Self-operated and franchised

branded outlets..............ccoveee.. 3.8 10.7 34.1 22.9% 26.1%
Online channels ..........ccccoveviivennis 0.4 2.6 13.5 44.1% 39.5%
Other channels..........c.coceveiiniennns 0.8 2.1 6.2 20.9% 23.7%

Source:  Frost & Sullivan
Market Trends of the Casual Braised Food Industry in China

With rising standards of living, Chinese consumers are gradually switching to
lifestyle-enhancing food consumption. They place more attention to the health and safety of food and
are willing to pay a premium for products with better quality and tastes and convenience.

As aresult of consumers’ stringent requirements for a wide range of products, manufacturers
have continuously refined their business models to provide diversified product offerings and more
convenient casual braised food through technological innovation in production and packaging.
Industry players are also focusing more on establishing and advertising their brand philosophy to
obtain recognition and acceptance from customers. Meanwhile, the Chinese government also
published a series of policies, including the 12th Five-Year Plan for the meat and poultry industry,
which help to regulate and standardize the food manufacturing and processing industry.

The rapid development of the cold chain logistics industry as well as the advancement in product
packaging technologies have also facilitated the expansion of sales channels of casual braised food,
thereby making a greater range of casual braised food more accessible to consumers.
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MARKET COMPETITION DYNAMICS
Highly Fragmented Market with Increased Competition

The casual braised food industry in China is fragmented with increased competition among
existing market players. According to Frost & Sullivan, the Group was the second largest company in
the casual braised food industry in China in terms of total revenue in the twelve months ended June
30, 2016, with a market share of 6.8% and the top ten players in aggregate accounted for 23.4% of
the market share. In addition, according to Frost & Sullivan, the Group was the second largest
company in the casual braised food industry in Chinain terms of total retail sales value in the twelve
months ended June 30, 2016, with a market share of 5.5%. In line with the continued development of
the casual braised food industry and increasingly stringent regulatory requirements, it is expected that
the casual braised food industry will become more concentrated with leading players with advantages
in manufacturing, sales and marketing and branding expected to increase market share.

Many leading casual braised food manufacturers sell their products primarily through franchised
stores, while the majority of the Group’s stores are self-operated. According to Frost & Sullivan, the
Group operated the second largest self-operated retail store network in China as of June 30, 2016.

The following table set forth the top five casual braised food manufacturers in China by total
revenue in the twelve months ended June 30, 2016, and the number of their stores as of June 30, 2016.

Top Five Casual Braised Food Manufacturers in China by Total Revenue

Market Share (by total
revenue in the twelve

months ended June 30, Number of Self-operated
Rank Name 2016) Number of Stores™ Retail Stores®
1 A 7.4% 7,200 128
2 _TheGroup....... ______68% 734 716 ]
3 B o 3.4% 1,480 1,405
4 C o, 2.4% 2,560 180
5 Do 1.4% 480 340

Source: Frost & Sullivan
Notes:

(1) Refers to the total number of offline retail stores operated directly by the relevant casual braised food manufacturer itself,
or by any of its franchisees.

2) Refers to the total number of offline retail stores that are directly operated by the relevant casual braised food
manufacturer and excludes any of its franchised stores.

The following table sets forth the top five casual braised food manufacturers in China by retail
sales value in the twelve months ended June 30, 2016.

Top Five Casual Braised Food Manufacturers in China by Total Retail Sales Value

Market Share (by total retail sales value in

Rank Name the twelve months ended June 30, 2016)

1 A 8.9%

8 TTNG GIOUP oo BB ]
3 B 2.7%

4 G 2.6%

5 D 1.3%

Source: Frost & Sullivan
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According to Frost & Sullivan, the Group recorded industry leading average revenue per
self-operated retail store in the amount of RMB3.6 million among all major casual braised food
manufacturers in China in the twelve months ended June 30, 2016. Frost & Sullivan conducted
researches on major casual braised food producers in the entire China market, which included
large-scale casual braised food producers in terms of revenue as well as the popular brands based on
the consumer survey it conducted in 20 cities. Among all major casual braised food producers that own
self-operated retail stores, top market players had occupied a significant aggregate market share
considering revenue generated from self-operated stores, with the remaining smaller scale players
with insignificant market share and limited number of self-operated stores. Among the top 10 players
in such sub-market, the Group ranked first by average revenue per self-operated store for the twelve
months ended June 30, 2016, and given that the other leading ranked players had lower average
revenue per self-operated store compared with the Group, Frost & Sullivan concluded that the Group
has ability in generating leading average revenue per self-operated stores in the industry for the
periods discussed.

In addition, more and more casual braised food manufacturers in China have commenced to
establish their online sales channels . The following table sets forth the top five casual braised food
manufacturers in China and their respective market shares by revenue generated from online channels
in the twelve months ended June 30, 2016.

Top Five Casual Braised Food Manufacturers in China by Revenue Generated from Online Channels
Market Share (by revenue generated from online

Rank Name channels in the twelve months ended June 30, 2016)
i1 The Group ........ooociiiieeie e 9.6% |
A 6.6% T
3 B 4.1%
4 e 2.2%
5 D 1.5%

Source: Frost & Sullivan
Key Success Factors and Barriers to Entry

o Branding and reputation. With rising concerns over food safety, Chinese consumers are
now more willing to purchase products from well-known brands. Most existing players,
especially the leading players, have established strong brand names and a large and loyal
customer base.

° Manufacturing and packaging technology. Advanced manufacturing and packaging
technologies have led to the improvement of product quality, thereby enabling existing
players to expand their market share. New entrants may not have the capital and resources
required to establish modern production facilities and conduct research and development
activities.

° Flavor. According to the survey conducted by Frost & Sullivan, flavor is the most important
factor in consumer’s purchase decision for casual braised food. Casual braised food with a
unique spice mix and flavor has a distinct competitive advantage. Existing players
generally have a better understanding of consumer preferences and can react promptly to
changing consumer demands and preferences.

° Supply chain network. To secure a sufficient supply of quality ingredients, it is crucial for
market players to build a strong and stable supply chain network. The leading companies
have established longstanding relationships with large suppliers, and have better control
over food quality and costs of ingredients.

Our Competitive Advantages

For our competitive advantages, see “Business — Our Strengths” for more details.

— 74 —



INDUSTRY OVERVIEW

Consumer Behavior and Brand Awareness

We commissioned Frost & Sullivan to conduct on-the-street discussions and pen-and-paper
interviews (collectively, the “Interviews”) on casual food and casual braised food with approximately
2,770 respondents across 20 cities in China from March to April 2015. According to the Interviews
conducted in various regions across China, casual braised food, roasted seeds and nuts are the top
three popular casual food categories. Flavor, food quality and safety and brand recognition are the
three most important factors affecting consumers’ purchase decisions for casual food. Among all
casual braised food brands, the Group ranked first in terms of top-of-mind awareness and customer
satisfaction.

Raw Materials
Duck Parts and Ducks

The principal raw materials for casual braised food include duck neck, duck feet, duck clavicle,
duck tongue and duck wings. Duck tongues are the most expensive raw material, while duck neck,
duck clavicles and duck wings are relatively cheaper. The charts below set forth the price trends of
these key raw materials for the periods indicated.

Price Trend of Duck Necks Price Trend of Duck Feet
RMB / kg
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Source: Frost & Sullivan Source: Frost & Sullivan
Price Trend of Duck Clavicles Price Trend of Duck Tongues
RMB / kg RMB / kg
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Source: Frost & Sullivan Source: Frost & Sullivan
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Price Trend of Duck Wings Price Trend of Whole Ducks
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Source: Frost & Sullivan Source: Frost & Sullivan

The prices of duck parts are affected by feed costs, demand and supply of each duck part,
livestock and poultry epidemic diseases, etc. The prices of duck parts are generally more volatile than
that of ducks. From 2010 to 2012, the prices of duck parts all witnessed significant fluctuations, which
influenced the raw material cost of casual braised food companies. For example, the price of duck
necks increased by 75.4% in 2011 which was mainly due to the supply shortages of duck parts as a
result of rising feed costs. The price rapidly rose in 2014 primarily due to the tight supplies of duck
parts as a result of the outbreak of H7N9 avian flu in 2013, which constrained the price increase of
duck parts in 2013. In 2015, the price of duck tongues increased significantly primarily due to the
increased demand of this product, and the prices of other duck parks maintained a relatively steady
growth. In the nine months ended September 30, 2016, all major duck parts saw significant price
decrease as the supply rebounded. The price of duck clavicle decreased by 15.4% comparing to 2015,
other duck part prices also decreased by more than 8% during the same period.

In 2015, the average price of duck necks, duck feet, duck clavicles, duck tongues, duck wings
and whole ducks was RMB11.6 per kilogram, RMB18.4 per kilogram, RMB9.6 per kilogram,
RMB69.8 per kilogram, RMB9.3 per kilogram and RMB18.2 per kilogram, respectively. In the nine
months ended September 30, 2016, the average price of duck necks, duck feet, duck clavicles, duck
tongues, duck wings and whole ducks was RMB10.4 per kilogram, RMB16.0 per kilogram, RMB8.1
per kilogram, RMB63.8 per kilogram, RMB8.3 per kilogram and RMB18.2 per kilogram, respectively.

Packaging Materials

Various packaging techniques for casual braised food may adopt different packaging materials,
among which, polyethylene, or PE, plastic food vacuum bags and polypropylene, or PP, MAP
containers with MAP films are the major packaging materials for vacuum packaged products and MAP
products, respectively.

Average price of PE plastic food vacuum bags has experienced slight increase since 2010, due
to the improvement on the packaging materials. However, due to mature production techniques and
fierce market competition, the average price has not seen large growth in 2015 and has declined in the
nine months ended September 30, 2016.

Due to more advanced fresh-keeping effect, MAP packaging has been applied more in food
industry. Average price of PP MAP containers with films has increased at a CAGR of 5.46% from 2010
to 2015. The increase of the price is mainly due to the growing demand of end consumers on MAP
packaged products, as well as the increased application of MAP packaging on different food products.

The following table sets forth the price trends of PE plastic food vacuum bags and PP MAP
containers with MAP films, each with the most popular specifications, for the periods indicated.

Packaging Materials Specifications 2010 2015 2016.9
PE plastic food vacuum bags............... 15cm* 20cm* 16dmm RMBO0.12/bag RMBO0.16/bag RMBO.14/bag
PP MAP containers with films............. 22cm* 13cm*5cm RMBO0.46/set RMBO0.60/set RMBO0.57/set
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Our business operations are subject to extensive supervision and regulation by the PRC
government. This section sets out an introduction to the major PRC government authorities with
jurisdiction over our operations and a summary of the main laws, rules, regulations and policies of the
PRC which have a significant impact on our business.

RELEVANT PRC GOVERNMENT AUTHORITIES

The following PRC government authorities exercise national jurisdiction. The Group is also
subject to supervision and control by relevant PRC government authorities at the provincial and local
levels.

1. The State Council

B %5 B¢ (the State Council) is the highest executive and administrative organ of the PRC. The
State Council isresponsible for exercising unified control and leadership over financial and economic
work as well as the development of both urban and rural areas on a national scale.

2. THE NDRC

e A\ R LA K 8 R M 4 & B & (the National Development and Reform Commission,
the NDRC) plans and coordinates the total scale and structure of fixed asset investment and formulates
and implements industry policies and investment directions for national economic and social
development. The NDRC examines, approves and grants permission to major investment projects,
including in respect of the construction of processing production lines.

3.  National Health and Family Planning Commission of the People’s Republic of China

i N RICAE B R B st #4E FZ 8§ (the National Health and Family Planning
Commission of the PRC) is responsible for formulating food safety standards in food production and
distribution, and coordinating and organizing food safety risk assessments and pre-warnings. It is also
in charge of the comprehensive coordination of food safety as well as the investigation of and
sanctions for major food safety accidents.

4. General Administration of Quality Supervision, Inspection and Quarantine

B R H & B AR B AR % 48 )% (The General Administration of Quality Supervision, Inspection and
Quarantine) is aministerial administrative organ directly under the State Council in charge of quality,
metrology, entry-exit commodity inspection and health, animal and plant quarantine, import-export
food safety, certification and accreditation, standardization as well as administrative law enforcement.

5. Ministry of Commerce

i N R ILFIE P #53 (the Ministry of Commerce of the PRC) is responsible for formulating
development strategies, guidelines and policies of domestic and foreign trade and international
economic cooperation, drafting laws and regulations governing domestic and foreign trade, consumer
protection, market competition and foreign investment, and negotiating bilateral and multilateral trade
agreements.
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LAWS, RULES AND REGULATIONS RELATED TO THE FOOD SERVICE INDUSTRY IN
CHINA

Food Safety Law

According to the Food Safety Law of the People’s Republic of China (/3£ A 3 A5 & & % 2
i) (the “Food Safety Law”), which was promulgated on February 28, 2009, by the Standing
Committee of the NPC and came into effect on June 1, 2009, and amended on April 24, 2015 (the “New
Food Safety Law”), and the Regulations for the Implementation of the Food Safety Law of the
People’s Republic of China (H'#E A RILANE & i %2 2 % B ik 1) (the “Implementation Rules”)
which were promulgated by the State Council and came into effect on July 20, 2009, and amended on
February 6, 2016, businesses engaging in food production and trading shall obtain relevant food
production and trading licenses in accordance with the law. The supervision and management of food
production and trading activities shall be carried out by the State Council departments of quality
supervision, administration of industry and commerce, and food and drug supervision and
management. Food producers who have obtained a food production license shall not be required to
obtain a food circulation license for the sale of food produced by them at their production site.

The PRC has established a food recall system under the Food Safety Law and its Implementation
Rules. Where a food producer or trader finds that food it has produced or sold does not comply with
relevant food safety standards, it shall immediately cease the production or trade thereof and notify
the relevant producers, traders and consumers. The food producer or trader shall maintain records of
the recall and notification procedures and report the recall and treatment to the relevant authorities.

In accordance with the revised Food Safety Law, which will come into effect on October 1, 2015,
the supervision and management of food production, food circulation and catering shall be carried out
by the State Council departments of food and drug supervision and management. If any food does not
comply with relevant food safety standards due to the reasons attributable to the food traders, the food
traders shall recall such foods. The New Food Safety Law extends its regulatory scope to not only to
food storage and transportation but also to food-related products and other product categories.

The main amendments of the New Food Safety Law are relating to online food trades. The New
Food Safety Law mandates that online food traders shall register its real name on the platform, and
clearly set forth the traders’ responsibilities and the platform providers' examination duties.

Food Recall

The Administrative Measures for Food Recall (£ & A Bl 2 ##%), which was promulgated by
the CFDA on March 11, 2015 and became effective on September 1, 2015 provides detailed rules for
the food recall system. For any violation of the Food Safety Law, competent authorities may confiscate
the relevant illegal incomes and food products, issue warnings and impose orders of rectification or
fines ranging from RMB2,000 to RMB50,000 (where the value of the illegal products is below
RMB10,000) or fines ranging from two times to ten times of the value of the illegal products (where
the value of the illegal products is RMB10,000 or more). Under the New Food Safety Law, more
severe penalties are imposed on food producers and traders. For example, for commodities valued over
RMB10,000, the fine is increased from 5-10 times to 15-30 times the total value of the commodity.
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For commodities valued under RMB10,000, the fine is increased by an amount ranging from
RMB100,000 to RMB150,000. Personal penalties are proposed for the first time in the New Food
Safety Law to punish serious violations, including manufacturing and trading of foods containing
drugs or using recycled food as food raw materials.

Food Production Licensing

The Measures for the Administration of Food Production Licensing (£ & 24 7 7 Al 45 B ),
which were promulgated on April 7, 2010, by the General Administration of Quality Supervision,
Inspection and Quarantine and came into effect on June 1, 2010, and amended on August 31, 2015,
and came into effect on October 1, 2015 provide that any enterprise engaging in food production
activities must obtain a food production license.

The PRC Food and Drug Administration shall take charge of the supervision over and guidance
to the nationwide food production licensing administration. Local food and drug regulatory authorities
at and above the county level shall take charge of food production licensing within their respective
administrative regions. The number of a food production license is composed of SC and 14 Arabic
numerals The date on which the decision on licensing is made shall be the date of issuance of the food
production license. The food production license shall be valid for five years.

Production Licenses for Industrial Products

The Administrative Regulations of the People’s Republic of China on Production Licenses for
Industrial Products (H % A F A8 T2 7 i A 3 o] 78 5 B4 1) which was promulgated by the
State Council on July 9, 2005, and came into effect on September 1, 2005 and the Measures for the
Implementation of the Regulation of the People’s Republic of China on the Administration of
Production Licenses for Industrial Products (¥ A R A1 EY T 36 & AE 28 5T nl ol 5 506 19 B e
%), which was promulgated by the State Administration of Quality Supervision, Inspection and
Quarantine on April 21, 2014, and came into effect on August 1, 2014, provide that a production
licensing system shall be implemented for enterprises producing processed meat products and certain
other processed foods. For food processing enterprises, the term of validity of production licenses
shall be three years. The symbols and format for production licenses shall be formulated and
promulgated by the State Council department responsible for production licenses for industrial
products.

Food Operation Licensing and Food Distribution Licenses

Measures for the Administration of Food Distribution Licenses and Administrative Measures for
Food Operation Licensing

The Measures for the Administration of Food Distribution Licenses (£ i i %8 7 1l 78 45 B HER),
which were promulgated by the SAIC on July 30, 2009, and came into effect on the same day, and was
abolished on November 10, 2015, stipulate that food distributors shall obtain a food distribution
license. A food producer which has obtained food production license need not obtain a food
distribution license for the sale of self-produced food at its production place. Where the branches of
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an enterprise are engaged in food distribution operations, each respective branch shall apply for afood
distribution license. A food distribution license shall be valid for three years. The local administrative
departments of industry and commerce at the county level and above are responsible for the
administration of the food distribution licensing regime.

The Administrative Measures for Food Operation Licensing (£ & #8745 7 vl 45 B %), which
were promulgated on August 31, 2015, by The China Food and Drug Administration and came into
effect on October 1, 2015, provide that the food operation shall be licensed in accordance with the law
to engage in food selling and catering service within the territory of the People’s Republic of China.
The principle of one license for one enterprise shall apply to the licensing for food operation, that is,
the same food seller engaged in food operation activities shall obtain a food operation license. The
Administrative Measures for Food Operation Licensing also provide application requirements
regarding operators who engage in the sale of food using vending equipment.

The China Food and Drug Administration shall take charge of the supervision over and guidance
to the nationwide food operation licensing administration. Local food and drug regulatory authorities
at and above the county level shall take charge of food operation licensing within their respective
administrative regions.

The date on which the decision on licensing is made shall be the date of issuance of the food
operation license. The food operation license shall be valid for five years.

Quality Safety of Food Manufacturing and Processing Enterprises

In accordance with the Trial Implementation Rules for the Supervision and Administration of the
Quality Safety of Food Manufacturing and Processing Enterprises (£ 2 & il T4 368 & 4 42 5B
HE A A (3017) ), which were promulgated by the General Administration of Quality Supervision,
Inspection and Quarantine on September 1, 2005, and came into effect on the same day, food
manufacturing and processing enterprises shall satisfy requisite conditions for guaranteeing food
quality safety and shall obtain a manufacturing permit for industrial products. Manufactured and
processed foods must not leave the factory without first passing relevant quality testing and being
packaged and affixed with the relevant market access symbol for food quality safety. Enterprises must
not engage in the manufacture of food for which a manufacturing permit is required unless the relevant
enterprise has obtained such permit. Manufacturing permits are denoted by the market access symbol
for food quality safety, represented by the English abbreviation of quality safety -“QS” - as uniformly
designed and formulated by the AQSIQ (hereinafter referred to as the “QS Symbol”). An enterprise’s
use of the QS Symbol indicates that it promises that its product has passed the inspection and meets
the basic requirements of food quality safety. Where, except as a result of any improper use or storage
by consumers, food packaged and affixed with a QS Symbol is subject to a quality problem prior to
its expiration date, the manufacturer and the seller shall assume their liabilities in accordance with
their respective duties.
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Supervision and Administration over Food and Drugs

The Guiding Opinions of the State Council on Reforming and Improving the System of
Supervision and Administration over Food and Drugs by Local Authorities ([ %5 B B 7 Hh 7 o8 52 3%
1 2E ) 5B P R A9 5 45 % ), which were promulgated by the State Council on April 10, 2013,
and came into effect on the same day, stipulate that governments at the provincial, municipal and
county level shall integrate the functions of food safety supervision and drugs administration
originally undertaken by the food safety office, the former food and drugs regulatory departments, the
administration for industry and commerce, and the quality and technology regulatory department.
Provincial, municipal and county governments shall establish food and drug regulatory authorities to
conduct unified supervision and administration over food and drugs, and simultaneously assume the
work of the food safety committee under the government at the same level.

LAWS AND REGULATIONS RELATED TO FOREIGN INVESTMENT IN CHINA
Wholly Foreign-Owned Enterprise Law

The Wholly Foreign-Owned Enterprise Law of the People’s Republic of China (" #E A K 3L 15
A& A 2E7%), which was promulgated by the Standing Committee of the NPC on April 12, 1986, came
into effect on the same day, and amended on October 31, 2000, and the Implementation Measures for
the Wholly Foreign-Owned Enterprise Law ('3 A R ILHN B & A £ H A4 AIT), which were
promulgated by the State Council on December 12, 1990, came into effect on the same day and
amended on April 12, 2001 and February 19, 2014, stipulate that foreign enterprises and other
economic organizations or individuals may establish wholly foreign-owned enterprises (“WFOES”) in
China. The application for the establishment of a WFOE is subject to the examination and approval
by the competent commercial departments before an Approval Certificate is issued.

Investment Made by Foreign-Invested Enterprises in China

The Interim Provisions on Investment Made by Foreign-Invested Enterprises in China (& 7h
PR E SR AR EN BT E), which were jointly promulgated by MOFCOM and the State
Administration of Industry and Commerce on July 25, 2000, and amended on May 26, 2006, and
amended on October 28, 2015 stipulate that the provisions of the Interim Provisions Guiding Foreign
Investment Direction and the Industry Catalog for Guiding Foreign Investment will govern
foreign-invested enterprises’ investment in China. Foreign-invested enterprises are not permitted to
invest in any sector prohibited to foreign investment. Where a foreign-invested enterprise makes
investment in a restricted sector, the foreign-invested enterprise must file an application with the
provincial commercial department of the place where the investee company is located. The relevant
company registration authority will, in accordance with the relevant provisions of the Company Law
and the Regulations on the Administration of Company Registration of the People’s Republic China
(p3E N R ILAINE 2 7 & 0 B L% 1), decide whether or not to approve the registration. If the
registration is approved, a Business License of an Enterprise Legal Person will be issued with the
designation “Invested by a Foreign-Invested Enterprise’. The foreign-invested enterprise is required
to report the establishment of the investee company within 30 days of the date of its establishment to
the original examination and approval authority for record-filing.
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Industry Catalogue for Guiding Foreign Investment and Provisions on Guiding Foreign
Investment Direction

The current Industry Catalogue for Guiding Foreign Investment (#hp¥#% & 2 245 %5 H &%) (the
“Foreign Investment Catalogue”), which was jointly promulgated by the NDRC and MOFCOM on
March 10, 2015, and came into effect on April 10, 2015, and the Provisions on Guiding Foreign
Investment Direction (f5 %4 & Jy m#ixZ), which were promulgated by the State Council on
February 11, 2002, and came into effect on April 1, 2002, and amended on September 23, 2012, and
December 21,2013, classify all foreign investment projects into four categories: (1) encouraged
projects, (2) permitted projects, (3) restricted projects and (4) prohibited projects. If the industry in
which the investment is to occur falls into the encouraged category, foreign investment, in certain
cases, may enjoy preferential policies or benefits. If restricted, foreign investment may be conducted
in accordance with applicable legal and regulatory restrictions. If prohibited, foreign investment of
any kind is not allowed.

LAWS AND REGULATIONS RELATED TO PRODUCT QUALITY AND CONSUMER
PROTECTION IN CHINA

Product Quality Law

The Product Quality Law of the People’s Republic of China (3 A K I 2 V& &%),
which was promulgated by Standing Committee of the National People’s Congress on February 22,
1993, became effective on September 1, 1993, and was subsequently amended on July 8, 2000,
stipulates that producers are liable for the quality of the products they produce. Where anyone
produces or sells products that do not comply with the relevant national or industrial standards
safeguarding the health and safety of persons and property, the relevant authority will order such
person to suspend production and/or sales, confiscate the products, impose a fine of an amount higher
than the value of the products and less than three times of the value of the products, confiscate illegal
gains (if any) as well as revoke the business license of the producer in severe cases. Where the
activities constitute a crime, the offender will be prosecuted in accordance with the Criminal Law of
the PRC.

Consumer Protection Law

The Consumer Protection Law of the People’s Republic of China (" 2 A E 340 B 7 2 & 4 45 14
#1%) was promulgated by Standing Committee of the National People’s Congress (the “NPC”) on
October 31, 1993, amended on August 27, 2009 and October 25, 2013, and came into effect on March
15, 2014 sets out standards of behavior for business operators in their dealings with consumers,
including, among others, (i) compliance of goods and services with the Product Quality Law and other
relevant laws and regulations; (ii) accurate information concerning goods and services and the quality
and use of such goods and services; (iii) issuance of receipts to consumers in accordance with relevant
national regulations, business practices or upon customer request; (iv) ensuring the actual quality and
functionality of goods or services are consistent with advertising materials, product descriptions or
samples; (v) assumption of the responsibilities related to repairing, replacing, returning or other
liability in accordance with national regulations or any agreements with the consumer; and (vi) not
stipulating unreasonable or unfair terms for consumers and not excluding themselves from civil
liability to undermine the legal rights and interests of consumers.
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LAWS AND REGULATIONS RELATED TO PRODUCTION SAEFTY IN CHINA
Production Safety

Pursuant to the Production Safety Law of the People’s Republic of China (' # A 3L 50 % 4
£ %), which was promulgated by the Standing Committee of the National People’s Congress on
June 29, 2002, amended on August 27, 2009, amended on August 31, 2014, and came into effect on
December 1, 2014, and other relevant laws and regulations, enterprises engaged in production
activities are required to: (i) comply with relevant laws and regulations on production safety, (ii)
strengthen managerial control over production safety, (iii) improve safety precautions at production
sites, and (iv) establish or improve accountability systems with regard to safety incidents to ensure
workplace safety at the production sites. Entities which do not satisfy the relevant safety requirements
may not engage in production activities. Further, entities that engage in production in disregard of the
relevant safe production laws and regulations may be subject to administrative sanctions such as
penalties, orders for rectification within a set limited period or suspension of business operations.
Such illegal production activities may also violate criminal statutes and be subject to criminal
liabilities.

LAWS AND REGULATIONS RELATING TO ENVIROMENTAL PROTECTION
The Environmental Protection Law of the PRC

The Environmental Protection Law of the People’s Republic of China (2 At Al B B 45 i 58
%), which was promulgated by the Standing Committee of the NPC on December 26, 1989, revised
on April 24, 2014 and came into effect on January 1, 2015, provides a regulatory framework to protect
and develop the environment, prevent and reduce pollution and other public hazards, and safeguard
human health. The environmental protection department of the State Council is in charge of
promulgating national standards for environmental protection. The Environmental Protection Law
requires any facility that produces pollutants or other hazards to adopt environmental protection
measures in its operations and establish an environmental protection responsibility system.
Enterprises that are in violation of the Environmental Protection Law may be subject to a warning,
payment of damages, imposition of afine, or limitation or suspension of production or an order to shut
down in accordance with the seriousness of the case. If a criminal offense is committed, the offender
may be subject to criminal liabilities.

The Law of the PRC on Prevention and Control of Water Pollution and other relevant regulations

The Law of the PRC on Prevention and Control of Water Pollution (- 3£ A B 3 A1 B0 /K 75 L B iR
%), which was amended by the Standing Committee of the NPC on February 28, 2008, the Law of the
PRC on Prevention and Control of Atmospheric Pollution ("2 A R 31 E K075 4Bl it k), which
was amended by the Standing Committee of the NPC on April 29, 2000 (On August 29, 2015 the
Standing Committee of the NPC passed the amendments to this law which will come into effect on
January 1, 2016), and the Law of the PRC on Prevention and Control of Environmental Noise
Pollution (H 2 A R A0 3 3R 55 g 8 75 YL B 75 75), which was promulgated by the Standing Committee
of the NPC on October 29, 1996 and became effective on March 1, 1997, as well as the Law of the
PRC on the Prevention and Control of Environmental Pollution by Solid Wastes (# 3£ A & A1 5 [
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B B4 ¥ YL BR B2 B 76 15), which was amended by the Standing Committee of the NPC on December 29,
2004, June 29, 2013, and April 24, 2015 and become effective on the same day prescribe the details
for the prevention and control of water pollution, atmospheric pollution, noise pollution and solid
waste pollution. The Environmental Impact Appraisal Law (% A R 3t A [5 B2 55 52 28 57 (8 %), which
was promulgated by the Standing Committee of the NPC on October 28, 2002 and became effective
on September 1, 2003, the Administration Rules on Environmental Protection of Construction Projects
(eI H B4 % 7% & L% 1), which was promulgated by the State Council and became effective on
November 29, 1998, and the Measures for the Administration of Examination and Approval of
Environmental Protection Facilities of Construction Projects (&% & H ¥ T Bz 455 {5 7 B i & B 5),
which was promulgated by the former State Environmental Protection Administration of the PRC
(Fp 3 N R IL A B 3 R B Bt A & 42 )=)) on December 27, 2001 and became effective on February 1, 2002
amended on December 22, 2010, require enterprises planning construction projects to engage qualified
professional institution to provide assessment reports on the environmental impact of such projects.
The assessment report must be approved by the competent environmental protection authorities prior
to commencement of any construction work. Enterprises shall file an application for examination and
acceptance of the environmental protection facilities upon the completion of the construction project.
A construction project may be formally put into production or use only if the corresponding
environmental protection facilities have passed the acceptance examination.

LAW ON INTELLECTUAL PROPERTY RIGHTS
Trademark Law

Pursuant to the Trademark Law of the People’s Republic of China (73 A K LA B pi 2 %),
which was promulgated by the Standing Committee of National People’s Congress on August 23,1982,
amended on October 27, 2001, and August 30, 2013, and came into effect on May 1, 2014, and the
Regulation for the Implementation of the Trademark Law of the People’s Republic of China (9 % A
R R B A 3 < 491), which was promulgated by the State Council on August 3, 2002, and
amended on April 29, 2014, the Trademark Office of the State Administration for Industry and
Commerce shall be responsible for the registration and administration of trademarks throughout the
country. The Trademark Review and Adjudication Board of the State Administration for industry and
Commerce under the State Council shall be responsible for handling trademark disputes. The
trademark registrant shall enjoy an exclusive right to use the trademark when a certificate of
trademark registration has been issued. The valid period of a registered trademark is ten years from
the date of the approval for registration. Where the registrant intends to continue to use the registered
trademark beyond the expiration of the period of validity, an application for renewal of the registration
shall be made within twelve months before the said expiration. Any trademark registrant may
authorize other persons to use his registered trademark by signing a trademark license contract under
which the licensor shall supervise the quality of the goods and the licensee shall guarantee the quality
of the goods in respect of which the registered trademark is used.
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Patent Law

The Patent Law of the People’s Republic of China (9% A RILAIEFFEL), which was
promulgated by the Standing Committee of the NPC on March 12, 1984 and amended on September
4, 1992, August 25, 2000 and December 27, 2008, and its implementation rules (- #E A & 3L 5 &
R E AN, which was promulgated by the State Council on June 15, 2001 and amended on
December 28, 2002 and January 9, 2010 provide for three types of patents, “invention,” “utility
model” and “design.” “Invention” refersto any new technical solution relating to a product, a process
or improvement thereof; “utility model” refers to any new technical solution relating to the shape,
structure, or their combination, of a product, which is suitable for practical use; and “design” refers
to any new design of the shape, pattern, color or the combination of any two of them, of a product,
which creates an aesthetic feeling and is suitable for industrial application. The duration of a patent
right for “invention” is 20 years, and the duration of a patent right for “utility model” or “designs”
is 10 years, from the date of application.

Domain Names

The Measures for the Administration of Domain Names for the Chinese Internet (B 5 5 44 4%
W2 % B HEE), which were promulgated by the then existing Ministry of Information Industry on
November 5, 2004, and came into effect on December 20, 2004, regulate the registration of domain
names with the Internet country code “.cn” and domain names in Chinese.

Taxation
Enterprise income tax (“EIT")

According to the PRC EIT Law, which was promulgated on March 16, 2007 and became effective
from January 1, 2008, the income tax for both domestic and foreign-invested enterprises is at a
uniform rate of 25%. The Regulation on the Implementation of Enterprise Income Tax Law of the PRC
(P3N BRI B A 2 PTG BLIE B M) (the “EIT Rules”) was promulgated on December 6, 2007
and became effective from January 1, 2008.

Moreover, pursuant to the Arrangement between Mainland China and the Hong Kong Special
Administrative Region for the Avoidance of Double Taxation and the Prevention of Fiscal Evasion
with respect to Taxes on Income (A1 i Fl 7 i 45 Il A7 5 [ [ 7 368 o 45 30 ik 4 #4080 AR B L i T B 1Y
ZHF), a PRC resident enterprise which distributes dividends to its Hong Kong shareholders may pay
income tax according to PRC law; however, if the beneficiary of the dividends is a Hong Kong resident
enterprise, which directly holds no less than 25% of the equity interests of the aforesaid enterprise (i.e.
the dividend distributor), the tax levied shall be 5% of the distributed dividends. If the beneficiary is
a Hong Kong resident enterprise, which directly holds less than 25% of the equity interests of the
aforesaid enterprise, the tax levied shall be 10% of the distributed dividends. Meanwhile, Circular of
the State Administration of Taxation on the Interpretation and the Determination of the “Beneficial
Owners” in the Tax Treaties ([ <55 48 Jay B A 4n 4] B 8 A0 588 Bl Ui It 2 rhre 32 48 BT A N7 8 38 60

has stipulated some factors that are unfavorable to the determination of “beneficial owner”.
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Value-added tax (“VAT")

Provisional Regulations on Value-added Tax (93 AR ILAE AR ETHA) were
promulgated by the State Council on December 13, 1993 and came into effect on January 1, 1994. The
Provisional Regulations were amended on November 10, 2008 and the amended Provisional
Regulations came into effect on January 1, 2009. The Detailed Rules for the Implementation of the
Provisional Regulations of the PRC on Value-added Tax ("3 A E 3t 1[5 384 (5 B 87 17 16 19 B it 410 HI))
were promulgated by the Ministry of Finance and the SAT on December 15, 2008 and were amended
on October 28, 2011 and came into effect on November 1, 2011 (collectively, the “VAT Law").
According to the VAT Law, all enterprises and individuals that engage in the sale of goods, the
provision of processing, repair and replacement services, and the importation of goods within the
territory of the PRC must pay VAT.

Social Insurance

As required under the Social Insurance Law of the PRC ("3 A K 3B 4L & (% b i),
implemented on July 1, 2011, enterprises are obliged to provide their employees in the PRC with
welfare schemes covering pension insurance, unemployment insurance, maternity insurance, labor
injury insurance and medical insurance. Enterprises must apply for social insurance registration with
local social insurance agencies and pay premiums for their employees. If an enterprise fails to pay the
required premiums on time or in full amount, the authorities in charge will demand the enterprise to
settle the overdue amount within a stipulated time period and impose a 0.05% overdue fine. If the
overdue amount is still not settled within the stipulated time period, an additional fine with an amount
of one to three times of the overdue amount will be imposed.

According to the Regulation on Management of Housing Fund (£ 5 23 & 4 & #L6 49]), which was
promulgated by the State Council on April 3, 1999, became effective on the same day and was
amended on March 24, 2002, enterprises must register with the competent managing center for
housing funds and, upon the examination by such managing center of housing fund, complete
procedures for opening an account at the relevant bank for the deposit of employees housing funds.
Employers are required to contribute, on behalf of their employees, to housing funds. The payment is
required to be made to local administrative authorities. Any employer who fails to contribute may be
fined and ordered to make good the deficit within a stipulated time limit.

M&A Rules

Under the Rules on the Merger and Acquisition of Domestic Enterprises by Foreign Investorsin
PRC (B 74 41 B 4% & & F B 5% N A 3 19 L 2) (the “M&A Rules”), which was issued by the MOFCOM,
SASAC, SAT, SAIC, CSRC and SAFE on August 8, 2006, effective on September 8, 2006 and further
amended on June 22, 2009 by the MOFCOM, a foreign investor is required to obtain necessary
approvals when (i) a foreign investor acquires equity in a domestic non-foreign invested enterprise
thereby converting it into a foreign-invested enterprise, or subscribes for new equity in a domestic
enterprise via an increase of registered capital thereby converting it into aforeign-invested enterprise;
or (ii) a foreign investor establishes a foreign-invested enterprise which purchase and operates the
assets of a domestic enterprise, or which purchases the assets of a domestic enterprise and injects
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those assets to establish a foreign-invested enterprise. According to Article 11 of the M&A Rules,
where a domestic company or enterprise, or a domestic natural person, through an overseas company
established or controlled by it/him, acquires a domestic company which isrelated to or connected with
it/him, approval from MOFCOM is required.

Foreign Exchange Administration Regulations

The principal law governing foreign currency exchange in the PRC is the Foreign Exchange
Administration Regulations (7% # {5 %i). The Foreign Exchange Administration Regulations was
enacted by the State Council on January 29, 1996 and implemented on April 1, 1996. On January 14,
1997 and August 5, 2008, the State Council amended the Foreign Exchange Administration
Regulations. According to the Foreign Exchange Administration Regulations currently in effect,
international payments in foreign currencies and transfer of foreign currencies under current items
shall not be restricted. Foreign currency transactions under the capital account are still subject to
limitations and require approvals from, or registration with, the SAFE and other relevant PRC
governmental authorities.

Circular No. 37

The SAFE promulgated Circular 37 on July 14, 2014 which rescinded the Circular of the State
Administration of Foreign Exchange on Issues Concerning the Regulation of Foreign Exchange in
Equity Finance and Return Investment by Domestic by Domestic Residents through Offshore Special
purpose Vehicles (“Circular 75"). Subject to the Circular 37, domestic resident, individuals or
institutions, are required to register with the bureau of foreign exchange administration before they
invest in special purpose vehicles with legitimate assets or equity interests inside and outside the PRC.
Failure to comply with the registration procedures set forth in the Circular 37 may result in restrictions
imposed on the subsequent foreign exchange activities of the relevant domestic residents, including
the remitting back of dividends and profits. Domestic residents who invest special purpose vehicles
with legitimate assets or equity interests inside and outside the PRC prior to the implementation of
the Circular 37, but fail to conduct the foreign exchange registration of overseas investments shall
submit explanatory statement and state the reasons to the bureau of foreign exchange administration.
The bureau of foreign exchange administration may allow complementary registration under the
principles of legality and legitimacy. In the event of any violation of foreign exchange regulations by
domestic residents who apply for the foresaid complementary registration, administrative penalty
would be imposed in accordance with relevant laws. According to the Circular on Further Simplifying
and Improving the Direct Investment-related Foreign Exchange Administration Policies (Bt #E—2&
FE A R0 R 3 5 A 45 BLIBOR B 4B HT) (the “SAFE Circular 13”) which was promulgated on
February 13, 2015 and became effective on June 1, 2015, the above mentioned registration under
Circular 37 will be handled directly by the bank that has obtained the financial institution
identification codes issued by the foreign exchange regulatory authorities and that has opened the
capital account information system at the foreign exchange regulatory authority in the place where it
is located and the foreign exchange regulatory authorities shall perform indirect regulation over the
direct investment-related foreign exchange registration via banks.

— 87 —



REGULATORY OVERVIEW

Laws and Regulations Relating to Retailing

The Administrative Measures for Fair Transactions Between Retailers and Suppliers (% i {i
JE 5 A ST 52 B 45 BRI ) were promulgated by the MOFCOM on October 13, 2006 and came into effect
with the approval of the NDRC, the Public Security Bureau (/A% #k), the State Administration of
Taxation (B Z Bi % #2)5) and the State Administration of Industry and Commerce ([ 5 1. % 17 B B
#J5) of the People’s Republic of China on November 15, 2006. Such Administrative Measures
promote the protection of a fair marketplace and the lawful rights of consumers by regulating trading
activities between retailers and suppliers. The departments of commerce, price, tax and
administrations for industry and commerce shall supervise and administer the activities stipulated in
these Measures within their respective jurisdictions. With regard to the activities possibly deemed as
crime, they shall report to public security authorities to handle under law. The commercial authorities
above county level shall dynamically supervise the fair dealing of retailers and suppliers with other
relevant departments at the same level, make risk warning and timely make countermeasures. Any unit
or individual is entitled to report the activities violating the stipulation of these Measures to the
aforementioned departments. The relevant departments shall investigate and prosecute according to
law after receiving the report. Retailers or suppliers violating the provisions of these Measures shall
be punished according to the provisions of the laws and regulations; if there are not such provisions,
otherwise, they shall be ordered to correct their behaviors; in case there is illegal income, they may
be fined with below three times of illegal income but not more than RMB30,000; in case there is no
illegal income, they may be fined with below RMB10,000 and publicized to the public. If local
commercial, price, tax, administration for industry and commerce departments above county level find
the retailer suspicious of being involved in obtaining the suppliers’ payment for commodities by
deception, they shall transmit the clue of suspected crime to the local public security authorities. The
public security authorities shall timely conduct investigation. In case of suspected crime, the case
shall be filed and investigation shall be conducted.

The Administrative Measures for the Sales Promotion Acts of Retailers (%8 /i {it §517 £ 4 B8 H¥
%) were promul gated by the MOFCOM on September 12, 2006 and came into effect with the approval
of the NDRC, the Public Security Bureau, the State Administration of Taxation and the State
Administration of Industry and Commerce of the People’s Republic of China on October 15, 2006.
Such Administrative Measures promote a fair and competitive marketplace and the protection of the
lawful rights of consumers by regulating and standardizing promotional and sales activities amongst
retailers.
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OUR HISTORY

Our Company was incorporated in the Cayman Islands as an exempted company with limited
liability on May 13, 2015. We are a leading brand in the fast-growing casual braised food industry in
China, and produce, market and retail casual braised food, in particular, braised ducks and duck parts.

Our Early History

Mr. and Mrs. Zhou were married in China in 1998. Mr. Zhou founded our business with Mrs.
Zhou and established the first store “ & # MG 5" (& #EEWKEGE Fuyu Guai Wei Ya Store) in
Wuhan, Hubei Province, China as a husband-and-wife shop with their own funds to sell braised duck
products in April 2002. In September 2004, Zhou Family opened the second store “ Ji i, 22 5 22 75 &5
(JEFC G843 Zhou Ji Hei Ya Jing Ying Bu) in Wuhan, Hebei Province, China.

Our previous holding company, Wuhan ZHY Holdco, was established in June 2006 by Zhou
Family, when Mr. Zhou (80%) and Mrs. Zhou (20%) established & it 4 J& S 0G0 5 A3 BR A A
(Wuhan Shiji Zhou Hei Ya Foods Co., Ltd.) (subsequently renamed as Wuhan ZHY Holdco in May
2008), with an initial registered capital of RMB500,000. While Mr. and Mrs. Zhou make decisions
jointly, Mr. Zhou |leads the management of our business on Zhou Family’s behalf. In January 2009, the
registered capital of Wuhan ZHY Holdco was increased from RMB500,000 to RMB10 million. As a
result of the increase, Mr. Zhou and Mrs. Zhou owned 64% and 36% of Wuhan ZHY Holdco,
respectively.

In October 2010, as a further step in our development, we entered into an investment agreement
with Tiantu Investors, pursuant to which Shenzhen Tiantu and Tiantu Xingsheng invested RMB5.8
million and RMB52.20 million, respectively, in exchange for 1% and 9% of the registered capital of
Wuhan ZHY Holdco. As aresult of the investment by the Tiantu Investors, Mr. Zhou and Mrs. Zhou’s
shareholdings were adjusted to 57.60% and 32.40%, respectively. Please see the paragraph headed
“Investment by the Investors” in this section for further details.

In July 2011, Zhou Family invited ten individuals, comprising family members and relatives of
Zhou Family as well as employees to become shareholders of Wuhan ZHY Holdco by acquiring shares
from Zhou Family. In September 2011, Mr. Yu Xueyong, our employee, also became a shareholder of
Wuhan ZHY Holdco by investing RMB8.8 million in a capital increase in exchange for a 1.5%
ownership interest.

In June 2012, Mr. Zhou and the Tiantu Investors transferred a 1.5% and a 0.5% interest,
respectively, to Orient Tianfu for a consideration based on the corresponding net asset of Wuhan ZHY
Holdco. Mr. Tang Yong and Mr. Zhu Youhua, being Mrs. Zhou's brother and brother-in-law, were
entrusted to hold 60% and 40% of the interestsin Orient Tianfu as general partner and limited partner,
respectively, in contemplation of a potential future employee stock award or shareholding plan.

Further in June 2012, we entered into another investment agreement with the Tiantu Investors
(through Tiantu Xinghua) as well as new investment from the IDG Investor (through Junyang Tongtai),
pursuant to which the Tiantu Investors and the IDG Investor invested RMB30 million and RMB100
million, respectively, in exchange for approximately 1.76% and 5.88% of the registered capital of
Wuhan ZHY Holdco. Please see the paragraph headed “Investment by the Investors” in this section for
further details.
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In November 2012, in order to consolidate the casual braised food business of the family
members, Wuhan ZHY Holdco entered into an agreement with Ms. Zhou Ping (Zhou's Sister) to
acquire all of her braised food processing business and stores, for a consideration of approximately
RMB82.28 million (calculated based on an independent valuation conducted for this purpose). In
December 2012, Ms. Zhou Ping (Zhou’s Sister) and Mr. Zhou Changjiang (Zhou’s Brother) invested
approximately RMB20.17 million and RMB7.76 million (based on arm’s length negotiations between
the parties), respectively, in exchange for 5.20% and 2.00% of the registered capital of Wuhan ZHY
Holdco.

The shareholding structure of Wuhan ZHY Holdco following each transaction described above
was as follows:

Shareholding after
Shareholding after  Transfer to Orient  Shareholding after

Shareholding after Senior Management Tianfu and Capital Increase by
Tiantu Investors’ & Employee Investment from Zhou’s Sister &
Investment Purchase IDG and Tiantu Zhou's Brother

Name (2010)* (2011)* Investors (2012)* (2012)*
Mr. Zhou .......coeevviieeinnnn, 57.60% 47.58% 42.55% 39.49%
Mrs. ZhOU.........ccocvvneennnnnn. 32.40% 31.92% 29.47% 27.35%
Tiantu Investors............... 10.00% 9.85% 10.40% 9.65%
IDG Investor............ceuunee. — — 5.88% 5.46%
Zhou's Sister®® ............... — — — 5.20%
Mr. Zhu Yulong® ............ — 2.96% 2.73% 2.53%
Zhou's Brother® ............. — — — 2.00%
Orient Tianfu .........cccovnn.n. — — 1.85% 1.71%
Mr. Yu Xueyong™ ........... — 1.50% 1.38% 1.29%
Mr. Du Hanwu™............. — 0.98% 0.91% 0.84%
Mr. Hu Jiaging™ ............. — 0.98% 0.91% 0.84%
Mr. Tang Yong®® .......... — 0.98% 0.91% 0.84%
Mr. Wen Yong®............... — 0.98% 0.91% 0.84%
Mr. Hao Lixiao™............. — 0.69% 0.64% 0.59%
Ms. Zhou Xiaohong® ...... — 0.69% 0.64% 0.59%
Ms. Tang Honggiong®® — 0.34% 0.32% 0.30%
Mr. Zhu Youhua®® ... — 0.34% 0.32% 0.30%
Mr. Liu Dingcheng™® ....... — 0.20% 0.18% 0.17%
TOtal: oo 100.00% 100.00% 100.00% 100.00%
Notes:
* The percentage figures are subject to rounding adjustments. Accordingly, figures shown in totals may not be an arithmetic

aggregation of the figures preceding them.

(1) Mr. Zhu Yulong, Mr. Yu Xueyong, Mr. Hu Jiaging, Mr. Tang Yong, Mr. Wen Yong, Mr. Hao Lixiao, Ms. Tang Honggiong,
Mr. Zhu Youhua and Mr. Liu Dingcheng are our current employees. Mr. Du Hanwu is our ex-employee.

(2)  Zhou's Sister and Ms. Zhou Xiaohong are Mr. Zhou's elder sisters. Zhou's Brother is Mr. Zhou's elder brother.

(3) Mr. Tang Yong is Mrs. Zhou's younger brother. Ms. Tang Honggiong is Mrs. Zhou's elder sister. Mr. Zhu Youhuais Mrs.
Zhou'’s brother-in-law.
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In February 2013, the registered capital of Wuhan ZHY Holdco was increased from RMB13.16
million to RMB156 million.

There were no other changes in the capital of Wuhan ZHY Holdco during the Track Record
Period and up to the Reorganization described below.

Development of our Business

The following is a summary of our Group’s key business development milestones:

Year Event

2002 ......... e Our founder, Zhou Family, opened the first store “ & #5 W " (5 # B W65
Fuyu Guai Wei Ya Store) in Wuhan

2004 .......... e Zhou Family opened the second store “ J& it B2 15 45 4R (JAIRC BEEAEEE Zhou
Ji Hei Ya Jing Ying Bu)

2005 .......... ° Applied for registration of our trademark *“ ” (Zhou Hei Ya)

2006 .......... ° Wuhan ZHY Holdco, our holding company prior to our Reorganization, was
established

2007 .......... ° Established our first processing facility in Wuhan

2008 .......... ° Upgraded our retail model to branded chain stores

2009.......... ° Our expansion into Hunan saw the simultaneous opening of 5 stores

° Launch of vacuum packaged products
2010 ......... o Tiantu Investors became an investor
° Established online channels to supplement our retail network

° Our expansion into Guangdong (including Shenzhen) saw the simultaneous
opening of 8 stores

2011 .......... ° Our expansion into Shanghai and Jiangxi saw the simultaneous opening of 4 and
22 stores, respectively
2012 ......... ° IDG Investor became an investor

° Our expansion into Henan and Beijing saw the simultaneous opening of 2 and 7
stores, respectively

° Launch of MAP products

2013.......... ° Recognized as National Key Leading Enterprise in Agriculture Industrialization

2014 .......... ° Our expansion into Tianjin, Zhejiang and Jiangsu saw the simultaneous opening
of 3, 8 and 1 stores, respectively

2015 .......... ° Our expansion into Chongging saw the simultaneous opening of 17 stores

° Launch of individually-packed vacuum packages and fixed-weighted packages
for our MAP products

N
o
=
()]
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Our expansion into Sichuan saw the simultaneous opening of eight stores
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Our Subsidiaries

Set forth below are details of our wholly-owned PRC subsidiaries as of January 1, 2013, the start

of our Track Record Period:

Date of Establishment/

Name Principal Activity Commencement of Business
Shanghai Suol€i .............ccceeen.. Property holdings February 23, 1995
Hubei Shiji Yuanjing................ Food retail company: Hubei area February 2, 2008
Hubei Industrial Park............... Production company: all lines of products September 4, 2009

(including MAP products and vacuum
packaged products)

Shenzhen Shiji Development.... Food retail company: Shenzhen area

Shanghai ZHY Foods............... Production company: MAP products for
Jiangxi, Shanghai, Zhejiang and Jiangsu
areas

Guangzhou Fuxinxianghe......... Food retail company: Guangzhou area

Shanghai ZHY ........cccocvieennnn. Food retail company: Shanghai area

Hunan Quanfuyu...................... Food retail company: Hunan area

Jiangxi Yuanjing ..................... Food retail company: Jiangxi area

Beijing ZHY .o Food retail company: Beijing area

Hubei Huanle Shike................. Online company: online store operations
on Yihaodian, JD.com, Tmall, Suning,
etc.

Henan ZHY ..o, Food retail company: Henan area

Dongguan Pengyu .................... Food retail company: Dongguan area

October 28, 2010

February 25, 2011

March 30, 2011
April 19, 2011
August 12, 2011
September 16, 2011
October 11, 2011

April 17, 2012

October 31, 2012

June 3, 2013

We describe below the major changes in the equity capital of our existing PRC subsidiaries which

were material to the performance of our Group.
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Shanghai Suolei

Shanghai Suolei, formerly named as Shanghai Dewei, was established on February 23, 1995 by
independent third parties, Wu Wenwei (50%) and Cai Jianying (50%), with registered capital of
RMB500,000, fully paid up by cash.

In November 2012, Hunan Quanfuyu acquired all interests in Shanghai Suolei from Shanghai
Suolei’s then shareholders, who are independent third parties, at an aggregate consideration of RMB41
million (based on arm’s length negotiations between the parties). The consideration has been fully
settled and there have been no changes in shareholdings since then.

Hubei Shiji Yuanjing

Hubei Shiji Yuanjing was established on February 2, 2008 by Mrs. Zhou (100%) with registered
capital of RMB500,000, fully paid up by cash.

In December 2008, Mrs. Zhou transferred a 20% interest in Hubei Shiji Yuanjing to Wen Yong
and Zhu Youhua, and each of them acquired 10% equity interest in Hubei Shiji Yuanjing for a
consideration of RMB50,000 (based on the registered capital amount), following which Mrs. Zhou,
Wen Yong and Zhu Youhua owned 80%, 10% and 10% of Hubei Shiji Yuanjing, respectively. The
consideration has been full settled.

In December 2009, Mrs. Zhou together with Wen Yong and Zhu Youhua, transferred 80%, 10%
and 10%, respectively, of their interest in Hubei Shiji Yuanjing to Wuhan ZHY Holdco for a
consideration of RMB400,000, RMB50,000 and RMB50,000 (based on the registered capital amount),
respectively. The consideration has been full settled.

In June 2015, Wuhan ZHY Holdco transferred all equity interest in Hubei Shiji Yuanjing to ZHY
Management for a consideration of RMB11,817,800 (based on arm’s length negotiations between the

parties). The consideration has been fully settled.

In January 2016, the registered capital of Hubei Shiji Yuanjing was increased to RMB5,000,000
with the payment to be completed by ZHY Management by January 19, 2017.

Hubei Industrial Park

Hubei Industrial Park was established on September 4, 2009 by Wuhan ZHY Holdco (83.33%)
and Wen Yong (16.67%) with registered capital of RMB3,000,000, fully paid up by cash.

In October 2010, Wen Yong transferred all his 16.67% interest in Hubei Industrial Park to Wuhan
ZHY Holdco for a consideration of RMB500,000 (based on the registered capital amount). The
consideration has been fully settled.

In October 2013, the registered capital of Hubei Industrial Park was increased to
RMB50,000,000 and has been fully paid up by Wuhan ZHY Holdco.
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In June 2015, the registered capital of Hubei Industrial Park was further increased to
RMB62,500,000. In addition, Wuhan ZHY Holdco transferred all equity interest in Hubei Industrial
Park to ZHY Management for a consideration of RMB75,003,000 (based on arm’s length negotiations
between the parties). The consideration has been fully settled.

Shenzhen Shiji Development

Shenzhen Shiji Development was established on October 28, 2010 by Wuhan ZHY Holdco
(100%) with registered capital of RMB500,000, fully paid up by cash.

In July 2015, Wuhan ZHY Holdco transferred all equity interest in Shenzhen Shiji Development
to ZHY Management for a consideration of RMB979,000 (based on arm’s length negotiations between

the parties). The consideration has been fully settled.

In February 2016, the registered capital of Shenzhen Shiji Development was increased to
RMB5,000,000, with the payment to be completed by ZHY Management by April 27, 2040.

Shanghai ZHY Foods

Shanghai ZHY Foods was established on February 25, 2011 by Wuhan ZHY Holdco (100%) with
registered capital of RMB10,000,000, fully paid up by cash.

In July 2015, Wuhan ZHY Holdco transferred all equity interest in Shanghai ZHY Foodsto ZHY
Management for a consideration of RMB10,985,000 (based on arm’s length negotiations between the
parties). The consideration has been fully settled.

Guangzhou Fuxinxianghe

Guangzhou Fuxinxianghe was established on March 30, 2011 by Wuhan ZHY Holdco (100%)
with registered capital of RMB500,000, fully paid up by cash.

In July 2015, Wuhan ZHY Holdco transferred all equity interest in Guangzhou Fuxinxianghe to
ZHY Management for a consideration of RMB769,000 (based on arm’s length negotiations between

the parties). The consideration has been fully settled.

In February 2016, the registered capital of Guangzhou Fuxinxianghe was increased to
RMB5,000,000, with the payment to be completed by ZHY Management by October 1, 2017.

Shanghai ZHY

Shanghai ZHY was established on April 19, 2011 by Wuhan ZHY Holdco (100%) with registered
capital of RMB500,000, fully paid up by cash.

In July 2015, Wuhan ZHY Holdco transferred all equity interest in Shanghai ZHY to ZHY

Management for a consideration of RMB753,000 (based on arm’s length negotiations between the
parties). The consideration has been fully settled.
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In March 2016, the registered capital of Shanghai ZHY was increased to RMB5,000,000, with the
payment to be completed by ZHY Management by April 18, 2021.

Hunan Quanfuyu

Hunan Quanfuyu was established on August 12, 2011 by Wuhan ZHY Holdco (100%) with
registered capital of RMB2,010,000, fully paid up by cash.

In July 2015, Wuhan ZHY Holdco transferred all equity interest in Hunan Quanfuyu to ZHY
Management for a consideration of RMB3,019,000 (based on arm’s length negotiations between the

parties). The consideration has been fully settled.

In February 2016, the registered capital of Hunan Quanfuyu was increased to RMB5,000,000,
with the payment to be completed by ZHY Management by December 2017.

Jiangxi Yuanjing

Jiangxi Yuanjing was established on September 16, 2011 by Wuhan ZHY Holdco (100%) with
registered capital of RMB2,000,000, fully paid up by cash.

In June 2015, Wuhan ZHY Holdco transferred all equity interest in Jiangxi Yuanjing to ZHY
Management for a consideration of RMB2,403,000 (based on arm’s length negotiations between the

parties). The consideration has been fully settled.

In March 2016, the registered capital of Jiangxi Yuanjing was increased to RMB5,000,000, with
the payment to be completed by ZHY Management by December 2016.

Beijing ZHY

Beijing ZHY was established on October 11, 2011 by Wuhan ZHY Holdco (100%) with registered
capital of RMB1,000,000, fully paid up by cash.

In June 2015, Wuhan ZHY Holdco transferred all equity interest in Beijing ZHY to ZHY
Management for a consideration of RMB1,617,000 (based on arm’s length negotiations between the

parties). The consideration has been fully settled.

In March 2016, the registered capital of Beijing ZHY was increased to RMB5,000,000, fully paid
up by cash.

Hubei Huanle Shike

Hubei Huanle Shike was established on April 17, 2012 by Wuhan ZHY Holdco (100%) with
registered capital of RMB1,000,000, fully paid up by cash.
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In June 2015, Wuhan ZHY Holdco transferred all equity interest in Hubei Huanle Shike to ZHY
Management for a consideration of RMB833,000 (based on arm’s length negotiations between the
parties). The consideration has been fully settled.

Henan ZHY

Henan ZHY was established on October 31, 2012 by Wuhan ZHY Holdco (100%) with registered
capital of RMB1,000,000, fully paid up by cash.

In July 2015, Wuhan ZHY Holdco transferred all equity interest in Henan ZHY to ZHY
Management for a consideration of RMB1,468,000 (based on arm’s length negotiations between the

parties). The consideration has been fully settled.

In February 2016, the registered capital of Henan ZHY was increased to RMB5,000,000, with the
payment to be completed by ZHY Management by October 2022.

Dongguan Pengyu

Dongguan Pengyu was established on June 3, 2013 by Wuhan ZHY Holdco (100%) with
registered capital of RMB500,000, fully paid up by cash.

In July 2015, Wuhan ZHY Holdco transferred all its equity interest in Dongguan Pengyu to ZHY
Management for a consideration of RMB754,000 (based on arm’s length negotiations between the

parties). The consideration has been fully settled.

In March 2016, the registered capital of Dongguan Pengyu was increased to RMB5,000,000, with
the payment to be completed by ZHY Management by June 2, 2043.
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Subsidiaries Established During the Track Record Period

Set forth below are details of our wholly-owned PRC Subsidiaries established during the Track
Record Period and up to the Latest Practicable Date:

Date of Establishment and
Date of Commencement of

Name Principal Activity Business
Tianjin ZHY ..o, Food retail company: Tianjin area May 23, 2014
Zhejiang ZHY ..o Food retail company: Zhejiang area June 19, 2014
Guangdong Industrial Park....... N/A November 6, 2014
Jiangsu Dashike.........c....c...... Food retail company: Jiangsu area November 27, 2014
Chongging ZHY Foods............. Food retail company: Chongging area  April 8, 2015

ZHY Management .................... Investment holding company June 12, 2015

ZHY Development ................... Investment holding company July 2, 2015
Sichuan ZHY Foods................. N/A November 19, 2015
Ningbo Shiji Yuanjing.............. Food retail company: Ningbo area December 3, 2015
Sichuan ZHY .....cccccoiiiiiieennn, Food retail company: Sichuan area December 9, 2015
Hubei ZHY ..., Online company: online store January 18, 2016

operations on Taobao

Tianjin ZHY

Tianjin ZHY was established on May 23, 2014 by Wuhan ZHY Holdco (100%) with registered
capital of RMB1,000,000, fully paid up by cash in June 2014.

In June 2015, Wuhan ZHY Holdco transferred all its equity interest in Tianjin ZHY to ZHY
Management for a consideration of RMB636,000 (based on arm’s length negotiations between the

parties). The consideration has been fully settled.

In February 2016, the registered capital of Tianjin ZHY was increased to RMB5,000,000, fully
paid up by cash in March 2016.

Zhejiang ZHY

Zhejiang ZHY was established on June 19, 2014 by Wuhan ZHY Holdco (100%) with registered
capital of RMB10,000,000 to be paid up in full by June 10, 2034.

In June 2015, Wuhan ZHY Holdco transferred all its equity interest in Zhejiang ZHY to ZHY
Management for a consideration of RMB7,000 (based on arm’s length negotiations between the
parties). The consideration has been fully settled.
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Guangdong Industrial Park

Guangdong Industrial Park was established on November 6, 2014 by Wuhan ZHY Holdco (100%)
with registered capital of RMB50,000,000 to be paid up in full by October 18, 2017.

In July 2015, Wuhan ZHY Holdco transferred all its equity interest in Guangdong Industrial Park
to ZHY Management for a consideration of RMB692,000 (based on arm’s length negotiations between
the parties). The consideration has been fully settled.

Jiangsu Dashike

Jiangsu Dashike was established on November 27, 2014 by Wuhan ZHY Holdco (100%) with
registered capital of RMB10,000,000 to be paid up in full by November 19, 2034.

In July 2015, Wuhan ZHY Holdco transferred all its equity interest in Jiangsu Dashike to ZHY
Management for a consideration of RMB97,000 (based on arm’s length negotiation between the
parties). The consideration has been fully settled.

Chongging ZHY Foods

Chongging ZHY Foods was established on April 8, 2015 by Wuhan ZHY Holdco (100%) with
registered capital of RMB500,000, fully paid up by cash on May 5, 2015.

In July 2015, Wuhan ZHY Holdco transferred all its equity interest in Chongging ZHY Foods to
ZHY Management for a consideration of RMB266,000 (based on arm’s length negotiations between

the parties). The consideration has been fully settled.

In February 2016, the registered capital of Chongging ZHY Foods was increased to
RMB5,000,000, with the payment to be completed by ZHY Management by December 2016.

ZHY Management

ZHY Management was established on June 12, 2015 by Wuhan ZHY Holdco (100%) with
registered capital of RMB10,000,000, fully paid up in June 25, 2015.

In July 2015, Wuhan ZHY Holdco transferred all the equity interest in ZHY Management to ZHY
Development for a consideration of RMB10,491,300 (based on arm’s length negotiations between the
parties). The consideration has been fully settled.

ZHY Development

ZHY Development was established on July 2, 2015 by ZHY HK Co (100%) with registered
capital of RMB80,000,000, fully paid up in August 2015 by way of cash in the amount of US dollars
equivalent to RMB80,000,000.
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Sichuan ZHY Foods

Sichuan ZHY Foods was established on November 19, 2015 by ZHY Management (100%) with
registered capital of RMB50,000,000 to be paid up in full by November 10, 2025.

Ningbo Shiji Yuanjing

Ningbo Shiji Yuanjing was established on December 3, 2015 by ZHY Management (100%) with
registered capital of RMB5,000,000 to be paid up in full by December 1, 2035.

Sichuan ZHY

Sichuan ZHY was established on December 9, 2015 by ZHY Management (100%) with registered
capital of RMB2,000,000, to be paid up in full by December 10, 2025.

In March 2016, the registered capital of Sichuan ZHY was increased to RMB5,000,000, with the
payment to be completed by ZHY Management by December 10, 2025.

Hubei ZHY

Hubei ZHY was established on January 18, 2016 by ZHY Management (100%) with registered
capital of RMB1,000,000 to be paid up in full by September 26, 2016.

See “ Statutory and General Information — Changes in the Share Capital of Our Subsidiaries” for
details of changes in capital of our subsidiaries.

INVESTMENTS BY THE INVESTORS

Investment by Tiantu Investors

Wuhan ZHY Holdco sought investments from Tiantu Investors in 2010 and 2012. Pursuant to an
equity investment agreement dated October 8, 2010, entered into by Zhou Family, Shenzhen Tiantu,
Tiantu Xingsheng and Wuhan ZHY Holdco (the “2010 I nvestment Agreement”), Shenzhen Tiantu and
Tiantu Xingsheng agreed to invest in Wuhan ZHY Holdco for consideration of RMB58 million
(RMB1.12 million for an increase in the registered capital of Wuhan ZHY Holdco and the rest as
capital reserve of Wuhan ZHY Holdco). Upon completion of the investment, Tiantu Investors held
10.0% of the equity interest in Wuhan ZHY Holdco.
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Pursuant to a share subscription and capital increase agreement dated June 8, 2012, entered into
by Zhou Family, Junyang Tongtai, Tiantu Xinghua and Wuhan ZHY Holdco (the “2012 Investment
Agreement”), Tiantu Xinghua agreed to invest in Wuhan ZHY Holdco at a consideration of RMB30
million (RMB215,547 for an increase in the registered capital of Wuhan ZHY Holdco and the rest as
capital reserve of Wuhan ZHY Holdco). Upon the completion of the second round investment, Tiantu
Investors held 10.40% of the equity interest in Wuhan ZHY Holdco.

Details of the two rounds of investment by Tiantu Investors are set forth below:

Shareholding

in the Wuhan
Use of ZHY Holdco Shareholding
Date of Amount of Discount to proceeds immediately in the Strategic
investment consideration Cost per the Offer (fully after the Company benefits to
agreement paid Payment date  share® Price® utilized) investment  upon Listing the Company
RMB millions RMB
October 8, 58 November 25, 0.38 93.48% Purchase of 10.00% 6.55% Knowledge
2010 .......... 2010 land in Wuhan and experience
and in the
construction of development
our Wuhan of business
facility strategy
June 8, 2012... 30 July 12, 2012 0.97 83.49% Construction 10.40% 7.89% Same as above
of our Wuhan
facility and
purchase of
equipment and
machineries

Notes:

(1)  Aspart of the Reorganization, the interest held by Tiantu Investorsin Wuhan ZHY Holdco was converted into the interest
in our Company. See “ — Reorganization” for details.

Cost per share is calculated by reference to the considerations paid by each of the Tiantu Investors for the subscription
of the registered capital of Wuhan ZHY Holdco and the subsequent capital increase and their respective proportional
shareholding in Wuhan ZHY Holdco, adjusted as a result of the capital increase.

(2)  Assuming the Offer Price is fixed at HK$6.80, being the midpoint of the indicative Offer Price range.

Due to arestructuring of Shenzhen Tiantu, on May 4, 2015, Shenzhen Tiantu transferred its 0.8%
interest in Wuhan ZHY Holdco to Tiantu Fund Management, a limited partnership established in the
PRC with Shenzhen Tiantu Xingcheng Investment Management Co., Ltd. (%Il % [ B 15 & & B A
/3 7]) as the general partner (holding 1% of Tiantu Fund Management’s interest) and 12 individuals
as the limited partners (holding 99% of Tiantu Fund Management’'s interest). Shenzhen Tiantu
Xingcheng Investment Management Co., Ltd. (ZFIIKEHEFHLEEFEILARAF) is in turn a
subsidiary wholly-owned by Shenzhen Tiantu. After such restructuring of Shenzhen Tiantu, Shenzhen
Tiantu continues to manage the 0.8% interest in Wuhan ZHY Holdco.
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Investment by IDG Investor

In 2012, Wuhan ZHY Holdco sought an investment from the IDG Investor. The IDG Investor
invested through Junyang Tongtai, a PRC limited partnership in which Guangzhou Junyang Tongtai
Investment Advisory Co., Ltd. (J& N #4578 7% % & % w1 A PR /A #) and Mr. Wu Xiaoji, an independent
third party, were beneficially interested in 24.27% and 75.73%, respectively of the partnership
interests. Guangzhou Junyang Tongtai Investment Advisory Co., Ltd. (/M85 @ H L EE A RA
7)), a company controlled by the affiliates of IDG, was responsible for managing Junyang Tongtai’s
investment in Wuhan ZHY Holdco.

Pursuant to the 2012 Investment Agreement, IDG Investor agreed to invest in Wuhan ZHY
Holdco at a consideration of RMB100 million (RMB718,492 for an increase in the registered capital
of Wuhan ZHY Holdco and the rest as capital reserve of Wuhan ZHY Holdco). Details of investment
by IDG Investor are set forth below:

Shareholding

in the Wuhan
Use of ZHY Holdco Shareholding
Date of Amount of Discount to proceeds immediately in the Strategic
investment  consideration Cost per the Offer (fully after the Company benefits to
agreement paid Payment date  share ® Price @ utilized) investment  upon Listing the Company
RMB millions RMB
June 8, 100 July 9, 2012 0.97 83.49%  Construction 5.88% 4.46%  Knowledge
2012..... of our Wuhan and experience
facility, in the
purchase of devel opment
equipment and of business
machineries strategy
and purchase
of equity
interests of
Shanghai
Suolei

Notes:
(1)  Aspart of the Reorganization, the interest held by IDG Investor in Wuhan ZHY Holdco was converted into the interest
in our Company. See “ — Reorganization” for details.

Cost per shareis calculated by reference to the considerations paid by IDG Investor for the subscription of the registered
capital of Wuhan ZHY Holdco and the subsequent capital increase and their respective proportional shareholding in
Wuhan ZHY Holdco, adjusted as a result of the capital increase.

(2)  Assuming the Offer Price is fixed at HK$6.80, being the midpoint of the indicative Offer Price range.

The consideration of the investments by and the percentage of shareholdings allotted to Tiantu
Investors and IDG Investor were determined on an arm’s length basis as a result of negotiations among
the parties having made reference to earnings and growth potentials of the business of Wuhan ZHY
Holdco.

— 101 —



OUR HISTORY AND DEVELOPMENT

Rights of Investors

Zhou Family, Tiantu Investors, IDG Investor and other shareholders of Wuhan ZHY Holdco
entered into a shareholders agreement on July 4, 2012 (the “Shareholders Agreement”). Pursuant to
such shareholders agreement, 2010 Investment Agreement and 2012 Investment Agreement, Tiantu
Investors and IDG Investor were granted a number of special rightsin relation to Wuhan ZHY Holdco.
As a result of the Reorganization, Tiantu Investors and IDG Investor nominated their respective
offshore affiliates (namely Tiantu Investments and Rosy Result, respectively) to hold their Shares in
our Company, and the Shareholders Agreement with such special rights in relation to Wuhan ZHY
Holdco was subsequently adopted by the shareholders of our Company following the Reorganization.

Set forth below is a summary of the principal special rights granted to Tiantu Investors and IDG
Investor in relation to Wuhan ZHY Holdco and our Company (as the case may be). All of the following
special rights of the Investors shall cease to apply upon Listing:

Right of first refusal: Each of the existing shareholders (excluding Tiantu Investors
and IDG Investor) shall first offer Tiantu Investors and IDG
Investor the opportunity to purchase the respective ordinary
shares held by such existing shareholder before they are
offered to any third parties.

Pre-emptive right: Tiantu Investors and IDG Investor have a pre-emptive right to
purchase a pro rata portion of any new securities which may
be sold and issued.

Anti-dilution protection: Tiantu Investors and IDG Investor shall be entitled to
compensation in the event that the proposed issue price for
any new securities prior to an initial public offering is less
than the subscription price paid by Tiantu Investors and IDG
Investor under the 2012 Investment Agreement. As there will
be no issue of new Shares prior to the Listing, it is expected
that the anti-dilution protection will not be applicable in any

event.
° Nomination of director and Tiantu Investors shall have the right to nominate one director
board participation right: and IDG Investor shall have the right to nominate one

independent non-executive director and assign one observer
to attend all board meetings.

o Information and inspection Tiantu Investors and IDG Investor are entitled to receive

rights: periodic financial information and operation information, and
to inspect books and records of each group member.
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° Exit right: Tiantu Investors and IDG Investor have an option to sell all or
part of the shares of Wuhan ZHY Holdco to Zhou Family if (i)
a Qualified PO (as defined below) is not achieved within five
years after the completion date of the 2012 Investment
Agreement; or (ii) there is material breach in the Shareholders
Agreement by the then existing shareholders of Wuhan ZHY
Holdco (excluding Tiantu Investors and IDG Investor) which
would (a) hinder the ability of Tiantu Investors and IDG
Investor to enjoy their rights under the Shareholders
Agreement or (b) cause Tiantu Investors and/or IDG Investor
to suffer a loss of RMB10 million or more. “Qualified | PO”
means an initial public offering involving a listing of shares
of Wuhan ZHY Holdco on a qualified exchange in the PRC
where to the extent permissible under applicable law, the
shares then held by Tiantu Investors and IDG Investor in
Wuhan ZHY Holdco and their permitted transferees shall be
fully and freely tradable. Since the current Listing isin Hong
Kong, all provisions under the Shareholders Agreement that
are relevant to the Qualified IPO are no longer applicable.
And as a result of the Reorganisation, Tiantu Investors and
IDG Investor confirmed that the exit right under the
Shareholders Agreement is no longer applicable and they are
not entitled to any exit right in relation to their investment in
the shares of the Company, including the initial public
offering in Hong Kong.

The Joint Sponsors’ View

Based on their review of the relevant agreements, the Joint Sponsors have determined that the
terms of the pre-IPO investments by Tiantu Investors and IDG Investor as described above are in
compliance with (i) the Interim Guidance on the Pre-IPO Investments issued by the Stock Exchange
on October 13, 2010; (ii) the Guidance Letter HKEx-GL43-12 issued by the Stock Exchange in
October 2012 and as updated in July 2013 and (iii) the Guidance Letter HKEx-GL44-12 issued by the
Stock Exchange in October 2012.

Information on the Investors
Rosy Result

Rosy Result is a company established under the laws of BVI with limited liability. Rosy Result
is held as to 24.27% by IDG Technology Venture Investment IV, L.P. (“IDG-1V”), an affiliate of IDG,
and 75.73% by Mr. Wu Xiaoji's wife, Ms. Jiang Xiangqing, an independent third party. IDG-1V is
responsible for managing Rosy Result. IDG-1V is a limited partnership established in the State of
Delaware with IDG Technology Venture Investment IV, LLC as the general partner and IDG as the
limited partner. IDG-IV focuses on private equity and venture capital investments in the PRC.

Shares held by Rosy Result shall be counted as part of the public float for the purpose of Rule
8.08 of the Listing Rules.
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Tiantu | nvestments

Tiantu Investments is a company established under the laws of BVI with limited liability. It is
a subsidiary of a Hong Kong company, Tiantu Advisory Company Limited, which is in turn
wholly-owned by Shenzhen Tiantu, a company listed on the National Equities Exchange and
Quotations (NEEQ: 833979) in the PRC. Shenzhen Tiantu focuses on investing in consumer good
companies and managing private equity funds.

Shares held by Tiantu Investments shall be counted as part of the public float for the purpose of
Rule 8.08 of the Listing Rules.

L ock-up

Each of the Investors has agreed that, it will not, at any time during the period of six months (or
an even longer period as the case may be) following the Listing Date, dispose of any of its Shares.
See “Underwriting” for further details.

REORGANIZATION

In anticipation of our Listing, we commenced the Reorganization in April 2015 which was
completed in July 2015, to implement a structure whereby our Company became the holding company
of our Group. Set forth below is our corporate structure immediately before the start of the
Reorganization:

Zhou Family® Orient Tianfu® Tiantu Investors IDG Investor Others®

66.84% 1.71% 9.65% 5.46% 16.34%

Wuhan ZHY Holdco
(PRC)

100%

PRC Subsidiaries®

Notes:
(1)  Zhou Family’s interest in Wuhan ZHY Holdco is held by Mr. Zhou (39.49%) and Mrs. Zhou (27.35%).

(2)  Orient Tianfu's interest in Wuhan ZHY Holdco is held by Mr. Tang Yong (60%) as the general partner and Mr. Zhu
Youhua (40%) as the limited partner.

(3)  Others are: Zhou's Sister (5.20%), Zhou's Brother (2.00%), Mr. Zhu Yulong (2.53%), Mr. Du Hanwu (0.84%), Mr. Hu
Jiaging (0.84%), Mr. Tang Yong (0.84%), Mr. Wen Yong (0.84%), Mr. Hao Lixiao (0.59%), Ms. Zhou Xiachong (0.59%),
Mr. Tang Honggiong (0.30%), Mr. Zhu Youhua (0.30%), Mr. Liu Dingcheng (0.17%), and Mr. Yu Xueyong (1.29%).

(4) The PRC Subsidiaries are: Hubei Shiji Yuanjing, Shanghai ZHY, Henan ZHY, Beijing ZHY, Guangzhou Fuxinxianghe,
Shenzhen Shiji Development, Jiangxi Yuanjing, Hunan Quanfuyu, Hubei Huanle Shike, Shanghai ZHY Foods, Hubei
Industrial Park, Shanghai Suolei, Dongguan Pengyu, Tianjin ZHY, Zhejiang ZHY, Jiangsu Dashike, Chongging ZHY
Foods, Guangdong Industrial Park, Shenzhen ZHY, Hubei Zhou Hei Ya E-Commerce Co., Ltd. (-t & 2555 1 g4
7> 1), Hunan Shiji Yuanjing Commerce & Trade Co., Ltd. (i &g {H 42 5 7% % A FR/A 7)), Hubei Zhou Hei Ya Foods
Co., Ltd. (WL J& 782 5 A FR 23 7)) and Hebei Zhou Hei Ya Foods Industrial Park Co., Ltd. (-t & S 05 £ 5 T2 m A
R ).
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Setting up the offshore structure

Zhou Family has been acting in consensual manner since the establishment of the Group. As part
of the Reorganization, Zhou Family established an offshore structure, whereby Zhou Family decided
that their interests in our Group would be consolidated under Mrs. Zhou's name through BVI Holdco
I, a company wholly-owned by Mrs. Zhou, and BVI Holdco IV as described below. Upon completion
of the Reorganization, BVI Holdco | held 62.84% interests in the Company and was its single largest
Shareholder. BVI Holdco | was wholly-owned by Mrs. Zhou and Mr. Zhou ceased to hold any equity
interests in the Group. Since Mr. and Mrs. Zhou's respective interests in the Group are deemed to be
assets collectively owned as a married couple and Mr. Zhou has led and continues to lead the
management of our business, Mr. Zhou remains our Controlling Shareholder together with Mrs. Zhou
after the consolidation of their interests. See “—Joint Control by Mr. Zhou and Mrs. Zhou” and “ Joint
Ownership by Mr. Zhou and Mrs. Zhou” below for further details.

Orient Tianfu which were previously held by Mr. Tang Yong and Mr. Zhu Youhua would also
consolidated under Mrs. Zhou's name through BVI Holdco Il after Reorganization. Upon completion
of the Reorganization, BVI Holdco Il held 1.71% interests in the Company. BVI Holdco Il is intended
to be used for a potential future employee incentive plan.

Further, the other individual shareholders of Wuhan ZHY Holdco divided themselves into two
groups for the purposes of forming an investment holding company to hold their Shares in our
Company, one consisting of Zhou's Sister and Zhou's Brother through BVI Holdco Il and one
consisting of Mrs. Zhou (which included part of her interests originally held through Zhou Family)
and individuals who are family members and relatives of Zhou Family as well as current or
ex-employees of our Group through BVI Holdco IV.

The Investors also nominated their respective affiliates (namely, Tiantu Investments and Rosy
Result) to hold their Shares in our Company, while Mr. Wu Xiaoji nominated his wife, Ms. Jiang
Xiangging, to hold the legal and beneficial interestsin Rosy Result through a BVI company, Best Jolly
Investments Limited.

The number of Shares held by the shareholders of Wuhan ZHY Holdco through their offshore
companies were as follows:

Total Ownership

No. of Shares Following
Shareholder Subscribed For Subscription
BVI HOIACO 1™ Lo 62,840 62.840%
BVI HOIACO 1™ e 1,714 1.714%
BV HOIACO T e 7,200 7.200%
BV HOIACO 1V e 13,136 13.136%
TiaNtu INVESEMENTS. ...t e s 9,651 9.651%
ROSY RESUIT ...t 5,459 5.459%

100,000 100%

Note:
(1) BVI Holdco | and BVI Holdco Il are wholly-owned by Mrs. Zhou.
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Joint Control by Mr. Zhou and Mrs. Zhou

The voting rights in the Company (and Wuhan ZHY Holdco) have been, and continue to be, under
the joint control of Mr. Zhou and Mrs. Zhou, notwithstanding that Mr. Zhou ceased to own any
shareholding interest in the Company following the Reorganization:

(a)

(b)

(c)

(d)

Mr. Zhou and Mrs. Zhou are a married couple. Their husband and wife relationship gives
rise to a very strong degree of closeness. They act as part of a controlling group and
demonstrate a mutual trust and bonding as a group in the consensus building process and
in their joint control of our Company.

Mr. Zhou and Mrs. Zhou have managed their assets and business affairs jointly and act as
a single unit. Mr. Zhou and Mrs. Zhou make decisions jointly and reach consensus by
obtaining each other’s concurrence on their joint assets and key decisions relating to them.

Every resolution of the shareholders of Wuhan ZHY Holdco and the Company since the
commencement of the business in 2006, including those involving both key as well as
routine matters, have been passed unanimously.

Mr. Zhou and Mrs. Zhou are “acting in concert” for the purposes of The Codes on Takeovers
and Mergers and Share Buy-backs (the “ Takeovers Code”). As husband and wife, Mr. Zhou
and Mrs. Zhou are treated as “close relatives” under the Takeovers Code and therefore
presumed to be parties acting in concert.

Joint Ownership by Mr. Zhou and Mrs. Zhou

The Company (and Wuhan ZHY Holdco) has been, and continues to be, under the joint ownership
of Mr. Zhou and Mrs. Zhou, notwithstanding that Mr. Zhou ceased to own any shareholding interest
in the Company following the Reorganization:

(a)

(b)

Mr. Zhou and Mrs. Zhou have always viewed their assets as jointly owned marital assets,
consistent with the PRC Marriage Law, which provides that, unless otherwise agreed in
writing, assets which are owned or acquired by one or both parties to a marriage during the
period of their marriage shall be deemed to be “marital assets” collectively owned by the
married couple.

Wuhan ZHY Holdco was established in 2006 with Mr. Zhou and Mrs. Zhou holding 80%
and 20% of its interests, respectively. The reasons for using two shareholders and for not
adopting a single shareholder or a 50-50 shareholding structure are as follows:

(i) The reason for using two shareholders was that Wuhan ZHY Holdco was intended to
be the holding company of future subsidiaries to be established as the business
expanded in Wuhan and beyond and, as confirmed by the Company’s PRC legal
advisor, the PRC Company Law provides that a company with a single natural person
shareholder is not permitted to establish a wholly owned subsidiary.
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(if) The reason for not adopting a 50-50 shareholding was a practical one. Mr. Zhou and
Mrs. Zhou considered it more convenient for the development of Wuhan ZHY
Holdco’s business in the PRC if it was able to present Mr. Zhou (who was a director
as well as the legal representative) as the single majority owner.

() Mr. Zhou and Mrs. Zhou could have selected either one or both of them to be the
shareholder of the offshore holding companies, given Mr. Zhou and Mrs. Zhou view their
shareholding interests in the Company as their joint assets. There were no special
considerations or legal reasons as to who should be the shareholder of the offshore holding
companies, Mr. Zhou and Mrs. Zhou's decision to consolidate their interests under Mrs.
Zhou's name for the Reorganization was purely voluntary and a practical choice made by
them.

In order to formalize the consensual relationship between Mr. Zhou and Mrs. Zhou with regard
to the exercise of voting rights in the Company, Mr. Zhou and Mrs. Zhou have arranged to sign a
confirmation on September 28, 2016 to confirm that Zhou Family has been acting in consensual
manner since the establishment of the Group, and Mrs. Zhou has since May 2015, when she became
a shareholder of BVI Holdco I, BVI Holdco Il and BVI Holdco IV, exercised her voting rights in her
shareholdings in BVI Holdco I, BVI Holdco Il and BVI Holdco IV with the mutual agreement and
concurrence of Mr. Zhou. Mrs. Zhou has also undertaken and procured BVI Holdco I, BVI Holdco Il
and BVI Holdco IV to undertake to Mr. Zhou, for so long as she owns any shares of BVI Holdco I,
BVI Holdco Il and BVI Holdco 1V, exercise her voting rights in respect of her shareholding in BVI
Holdco I, BVI Holdco Il and BVI Holdco 1V with the mutual agreement and concurrence of Mr. Zhou,
and will not exercise her vote or act in a manner which would result in a removal of Mr. Zhou as an
executive Director of the Company involuntarily. As such, Mrs. Zhou and Mr. Zhou are a group of
persons who are together entitled to exercise or control the exercise of 30% or more of the voting
power at general meetings of the Group and therefore within the definition of “controlling
shareholder” under the Listing Rules. They will continue to be our Controlling Shareholders after the
completion of the Capitalization Issue and the Global Offering.

Setting up the onshore entity

Following the establishment of our offshore structure, ZHY HK Co established ZHY
Development on July 2, 2015 with a registered capital of RMB80,000,000.

Onshore reorganization

Wuhan ZHY Holdco established ZHY Management on June 12, 2015 and ZHY HK Co established
ZHY Development on July 2, 2015. Pursuant to the onshore reorganization, all equity interests in
Hubei Shiji Yuanjing, Shanghai ZHY, Henan ZHY, Beijing ZHY, Guangzhou Fuxinxianghe, Shenzhen
Shiji Development, Jiangxi Yuanjing, Hubei Huanle Shike, Shanghai ZHY Foods, Hubei Industrial
Park, Dongguan Pengyu, Tianjin ZHY, Zhejiang ZHY, Jiangsu Dashike, Chongging ZHY Foods,
Guangdong Industrial Park and Hunan Quanfuyu (including Shanghai Suolei) were transferred to ZHY
Management during June and July 2015. Subsequently, Wuhan ZHY Holdco transferred all the equity
interest in ZHY Management to ZHY Development in July 2015. As such, ZHY Management owned
all of the assets of Wuhan ZHY Holdco that are used in connection with our business, including the
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processing facilities, as well as the relevant subsidiaries of Wuhan ZHY Holdco. The total
consideration of the acquisition of the assets and subsidiaries was RMB122.6 million, which was
calculated based on an independent valuation conducted for this purpose. The transfer of the assets and
subsidiaries was completed on July 26, 2015.

Wuhan ZHY Holdco’s interests in Shenzhen ZHY, Hubei Zhou Hei Ya E-commerce Co., Ltd. (i
A6 ) SRS T i B PR Al (“Hubei E-commerce”), Hunan Shiji Yuanjing Commerce & Trade Co.,
Ltd. (MirgtHaBE=EEARAR) (“Hunan Commerce”), Hubei Zhou Hei Ya Foods Co., Ltd.
(5L ) SR HE £ 5 A BR A F]) (“Hubei Foods”) and Hebei Zhou Hei Ya Foods Industrial Park Co., Ltd.
(TAL B SR E 5 TR ABR/AF) (“Hebei Industrial Park”) were not transferred to ZHY
Management for the following reasons:

° Shenzhen ZHY operated our leased Shenzhen processing facility, the majority of production
assets of which were transferred to our Wuhan processing facility following our decision
not to renew the lease and relocate our production lines in 2015. Shenzhen ZHY was
de-registered on September 10, 2015.

° Hubei E-commerce, Hunan Commerce and Hubei Foods were incorporated on January 23,
2014, February 2, 2015 and January 26, 2015, respectively, and were intended to be used
for a reorganization that did not take place. They remained shell companies until their
deregistrations during 2015.

o Hebei Industrial Park is a subsidiary of Wuhan ZHY Holdco intended to acquire a piece of
land, but was not included in the Reorganization because it did not have any assets or
liabilities relating to our business at the time of the Reorganization.

In connection with our Reorganization, Wuhan ZHY Holdco transferred the operating assets
relating to our business as well as the equity interest of the subsidiaries engaged in our business to
our Group. The assets and liabilities not related to our business, which amounted to RMB821.8
million, were retained by Wuhan ZHY Holdco and treated as a distribution to the Controlling
Shareholders. The distribution primarily consisted of (i) prepayments, deposits and other receivables
of RMB473.0 million, (ii) amount due from the Group of RMB215.6 million, (iii) available-for-sale
investment of RMB80.0 million, and (iv) cash and bank balances of RMB40.4 million. See Notes 11
and 31 of the Accountants’ Report set out in Appendix | to this prospectus for more details.
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Set forth below is our shareholding structure immediately upon completion of the
Reorganization:

Mrs. Zhou Zhou’s Sister Zhou’s Brother

100% 100% 72.22% 27.78%

BVI Holdco I BVI Holdco II BVI Holdco IIT BVI Holdco IV | | Tiantu Investments Rosy Result
(BVI) (BVI) (BVI) (BVI) (BVI) (BVI)

13.14% 9.65% 5.46%

I
OUR COMPANY
(Cayman Islands)

100%

ZHY BVI Co
(BVI)

100%

ZHY HK Co
(HK)

100%

ZHY Development
(PRC)

100%

62.84% 1.71% 7.20%

ZHY Management
(PRC)

100%

Hunan Quanfuyu Other PRC
(PRC) Subsidiaries””

100% |

Shanghai Suolei
(PRC)

Notes:

(1) BVI Holdco IV is owned by Mrs. Zhou (30.451%), Mr. Zhu Yulong (19.283%), Mr. Hu Jiaging (6.425%), Mr. Hao Lixiao
(4.499%), Mr. Yu Xueyong (9.790%), Mr. Du Hanwu (6.425%), Mr. Tang Yong (6.425%), Mr. Wen Yong (6.425%), Ms.
Zhou Xiaohong (4.499%), Mr. Zhu Youhua (2.246%), Ms. Tang Honggiong (2.246%) and Mr. Liu Dingcheng (1.287%).
As Mrs. Zhou, a connected person, owns more than 30% of BVI Holdco IV, thereby resulting in BVI Holdco IV being
an associate under the Listing Rules, the Shares owned by BVI Holdco IV are not part of our public float.

(2) The Other PRC Subsidiaries are: Hubei Shiji Yuanjing, Shanghai ZHY, Henan ZHY, Beijing ZHY, Guangzhou
Fuxinxianghe, Shenzhen Shiji Development, Jiangxi Yuanjing, Hubei Huanle Shike, Shanghai ZHY Foods, Hubei
Industrial Park, Dongguan Pengyu, Tianjin ZHY, Zhejiang ZHY, Jiangsu Dashike, Chongqing ZHY Foods and Guangdong
Industrial Park. Please refer to paragraph headed “Our Subsidiaries” above for further details of these subsidiaries.

(3) ZHY Management established Hubei ZHY, Sichuan ZHY, Ningbo Shiji Yuanjing and Sichuan ZHY Food after completion
of the Reorganization. Please refer to paragraph headed “ Our Subsidiaries” above for further details of these subsidiaries.
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CORPORATE STRUCTURE

Set forth below is our shareholding structure immediately upon completion of the Global

Offering (assuming the Over-allotment Option is not exercised):

Mrs. Zhou Zhou’s Sister Zhou’s Brother

100% 100% 72.22% 27.78%

BVI Holdco I BVI Holdco IT BVI Holdco III BVI Holdco TV " | | Tiantu Investments® Rosy Result”

Other Public

(BVD) (BVI) (BVI) (BVI) (BVI) (BVI)

51.34% 1.40%

Notes:

1)

(2

(3

5.88% 10.73% ‘ 7.89% 4.46% 18.30%

OUR COMPANY
(Cayman Islands)

100%

ZHY BVI Co
(BVI)

100%

ZHY HK Co
(HK)

100%

ZHY Development
(PRC)

100%

ZHY Management
(PRC)

100%

|

Hunan Quanfuyu Other PRC
(PRC) Subsidiaries

100%

)

Shanghai Suolei
(PRC)

BVI Holdco IV is owned by Mrs. Zhou (60.658%), Mr. Yu Xueyong (9.790%), Mr. Du Hanwu (6.425%), Mr. Tang Yong
(6.425%), Mr. Wen Yong (6.425%), Ms. Zhou Xiaohong (4.499%), Mr. Zhu Youhua (2.246%), Ms. Tang Honggiong
(2.246%) and Mr. Liu Dingcheng (1.287%). As Mrs. Zhou, a connected person, owns more than 30% of BVI Holdco IV,
thereby resulting in BVI Holdco IV being an associate under the Listing Rules, the Shares owned by BVI Holdco IV are
not part of our public float.

The Other PRC Subsidiaries are: Hubei Shiji Yuanjing, Shanghai ZHY, Henan ZHY, Beijing ZHY, Guangzhou
Fuxinxianghe, Shenzhen Shiji Development, Jiangxi Yuanjing, Hubei Huanle Shike, Shanghai ZHY Foods, Hubei
Industrial Park, Dongguan Pengyu, Tianjin ZHY, Zhejiang ZHY, Jiangsu Dashike, Hubei ZHY, Sichuan ZHY, Chongqging
ZHY Foods, Ningbo Shiji Yuanjing, Guangdong Industrial Park and Sichuan ZHY Foods. Please refer to paragraph
headed “Our Subsidiaries” above for further details of these subsidiaries.

Shares held by Tiantu Investments and Rosy Result shall be counted as part of the public float for the purpose of Rule
8.08 of the Listing Rules.
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PRC LEGAL COMPLIANCE

The Regulations on Mergers and Acquisitions of Domestic Companies by Foreign Investors (]
N AIME B D BT N A 2E L) (the “M&A Rules”), which were jointly promulgated by the
MOFCOM, the State Assets Supervision and Administration Commission, the SAT, the SAIC, the
CSRC and the SAFE on August 8, 2006, came into effect on September 8, 2006 and subsequently
amended on June 22, 2009, require that foreign investors acquiring domestic companies by means of
asset acquisition or equity acquisition comply with relevant foreign investment industry policies and
shall be subject to approval by the relevant commerce authorities. Article 11 of the M&A Rules
stipulates that an offshore special purpose vehicle established or controlled by a PRC domestic
company, enterprise or natural person shall obtain approval from the MOFCOM prior to the
acquisition of any domestic enterprise related to such company, enterprise or natural person. As
advised by our PRC legal advisor, based on the confirmation issued by the relevant authority and given
that Mrs. Zhou has obtained permanent residency from the The Republic of Vanuatu in January 2015
and cancelled her PRC residency in June 2015, Mrs. Zhou was no longer a “PRC domestic natural
person” under the M&A Rules at the time of the transfer of the 100% equity interest in ZHY
Management to ZHY Development. Accordingly, the Reorganization is not subject to approval from
MOFCOM under the M&A Rules.

In addition, as advised by our PRC legal advisor, all of our ultimate shareholders who are subject
to the registration requirements under Circular 37 completed their registrations with the SAFE as of
the Latest Practicable Date. Our PRC legal advisor has confirmed that all relevant material
registrations, approvals and permits required under PRC laws and regulations in relation to the
Reorganization and the share transfers in respect of the PRC subsidiaries of our Group as described
above have been completed and obtained.
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OVERVIEW

We are a leading brand and retailer of casual braised food in China, in terms of revenue, retail
sales value as well as the number of self-operated retail stores, according to Frost & Sullivan. As of
the Latest Practicable Date, we marketed and retailed casual braised food primarily through our 757
self-operated retail stores in 40 cities covering 12 provinces and municipalities in China as well as
through our established online channels. We believe that our brand “Zhou Hei Ya (JAI2H5)” is
synonymous with the rapidly growing casual braised food market in China. According to Frost &
Sullivan, in the twelve months ended June 30, 2016, we were the second largest casual braised food
company in China by revenue and our revenue accounted for approximately 6.8% of total revenue
generated by China’'s casual braised food companies. During the same period, we were also the second
largest casual braised food company in China by retail sales value and our retail sales value accounted
for approximately 5.5% of total retail sales value of China's casual braised food companies. We
operated the second largest self-operated retail store network in China among casual braised food
companies as of June 30, 2016. According to Frost & Sullivan, the retail sales value of the PRC casual
braised food industry increased from RMB23.2 billion in 2010 to RMB52.1 billion in 2015,
representing a CAGR of 17.6% from 2010 to 2015, and it is expected to further grow to RMB123.5
billion by 2020, representing a CAGR of 18.8% from 2015 to 2020. We believe that we are well
positioned to continue to capitalize on the strong growth opportunities in our industry.

Braising has over two thousand years of history in the Chinese cooking tradition and braised food
is one of the favorite food types of Chinese people. We contributed to transforming the casual braised
food industry in China by upgrading its retail model from traditional roadside stalls into branded chain
stores with a distinguishable brand image and hygienic shopping spaces that provide products and
services of consistent quality. We have deployed advanced processing and packaging technologies and
automated production lines to achieve highly efficient mass production while maintaining the original
taste of our products. According to Frost & Sullivan, we are the first braised food company that has
achieved a complete shift from selling unpackaged products to MAP products. Our continuous
improvements in packaging technologies enable us to offer products with arelatively longer shelf life,
thereby allowing us to retail and distribute our products to different regions of Chinathrough different
sales channels, including online channels.

Strong brand awareness and consistently high quality products have enabled us to attract a
sizable and loyal customer base. We aspire to establish ourselves as a young, exuberant and culturally
defined lifestyle brand. Our products possess a popular and rich flavor, which appeals to consumers
in different geographic regions of China. In addition, our products and retail platforms provide our
customers with a convenient and hygienic consumption experience. According to a consumer survey
conducted by Frost & Sullivan in 20 cities in China in 2015, we ranked first in terms of top-of-mind
awareness and customer satisfaction as well as frequency of customer patronage among all casual
braised food brands.

We believe that our strategic focus on our self-operated retail store network strengthens our
competitiveness and market position and enables us to assert effective quality control and implement
highly standardized operations throughout our retail store network. We strategically locate our
self-operated retail stores in areas with high pedestrian traffic and high concentrations of our
customers, such as transport hubs, commercial complexes and shopping malls, with the aim to make
it more convenient for consumers to make purchases and to enhance the visibility of our brand and
products. Our highly standardized and scalable retail model enables us to rapidly expand our retail
store network. Leveraging our standardized site identification and store establishment procedures, as
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well as centralized procurement of in-store furnishings and displays, we are able to significantly
reduce upfront investment, minimize preparation time for new store openings, and achieve a short
Breakeven Period and Investment Payback Period for our stores. During the Track Record Period, the
Breakeven Period of our newly opened self-operated retail stores generally ranged from one to two
months, and the Investment Payback Period of our newly opened self-operated retail stores generally
ranged from two to six months. We incurred relatively lower capital expenditures in relation to our
new store openings as compared to the new store opening costs of other retailers that might have
bigger average retail store size and wider product offerings in China. According to Frost & Sullivan,
we had an industry leading average revenue per self-operated retail store among all major casual
braised food producers in China in the twelve months ended June 30, 2016.

To capture the opportunities presented by rapidly growing e-commerce in China and fulfill
consumer demand for more convenient shopping, we have established our online sales channels by
opening our online shops on well-known third-party online marketplaces and maintaining our website
to introduce our products and direct customer traffic to our online shops. According to Frost &
Sullivan, we had the largest market share in terms of revenue generated from online channels among
all casual braised food producers in Chinain the twelve months ended June 30, 2016. As part of our
online initiatives to attract more mobile users, we launched our WeChat store in mid 2015.

To promote our “Zhou Hei Ya (i & #5)” brand and our brand philosophy of “More entertainment,
More Fun” (“&r 445 $h44"), we adopt tailored and creative marketing strategies. To attract our
customers, we adopted an entertainment marketing strategy by promoting our brands in entertainment
activities such as product placement in an international blockbuster movie. Moreover, we utilize
various interactive media formats, including online marketing and out-of-home advertisements that
tailored for our business strategies. For example, we sponsored a high-speed bullet train to market our
brand and products, and displayed advertisements on light rail trains in furtherance of our strategy to
locate retail stores in transport hubs.

We have established streamlined supply chain management systems that monitor and control our
operational value chain, which allows us to assert control over the utilization rates of our processing
facilities to maximize production efficiency and ensure the highest product quality. We adopt stringent
quality control practices throughout the supply chain and across all of our sales channels to ensure the
products we sell adhere to national food safety standards. We are one of the few casual braised food
companies in China that are able to monitor and trace finished products back to the key raw material
sources, according to Frost & Sullivan. We have an experienced and visionary management team,
which has led the transformation from traditional roadside stalls to our current modern, scalable
business model.

As a result of our highly standardized and scalable business model premised upon our
commitment to food safety and high quality products, our strong brand recognition, well-established
self-operated retail store network, tailored and creative branding and marketing strategies adopting
entertaining and interactive media formats efficient and effective supply chain management supported
by our strong quality assurance system and experienced and visionary management team, we have
achieved remarkable growth during the Track Record Period. Our total revenue increased from
RMB1,217.6 million in 2013 to RMB1,809.1 million in 2014, and further to RMB2,432.0 million in
2015, representing a CAGR of 41.3% from 2013 to 2015. Our total revenue increased by 18.3% from
RMB1,174.7 million for the six months ended June 30, 2015 to RMB1,389.1 million for the
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corresponding period in 2016. Our net profit increased from RMB259.9 million in 2013 to RMB410.9
million in 2014, and further to RMB552.7 million in 2015, representing a CAGR of 45.8% from 2013
to 2015. Our net profit increased by 40.8% from RMB270.4 million for the six months ended June 30,
2015 to RMB380.7 million for the corresponding period in 2016.

OUR STRENGTHS

We believe that the following competitive strengths differentiate us from our competitors and
have contributed to our success:

A leading brand and retailer of casual braised food in China

According to Frost & Sullivan, in the twelve months ended June 30, 2016, we were the second
largest casual braised food company in China by revenue and our revenue accounted for approximately
6.8% of total revenue generated by China’'s casual braised food companies. In the twelve months ended
June 30, 2016, we were also the second largest casual braised food company in China by retail sales
value and our retail sales value accounted for approximately 5.5% of total retail sales value of China’s
casual braised food companies. We have strategically focused on establishing a self-operated retail
store network to optimize the consumer experience. As such, we locate our retail stores in areas with
high pedestrian traffic, such as transport hubs, commercial complexes and shopping malls, to
maximize our brand awareness among and accessibility to our customers. We operated the second
largest self-operated retail store network among casual braised food companies in China as of June 30,
2016, according to Frost & Sullivan. As of the Latest Practicable Date, we had 757 self-operated retail
stores in 40 cities covering 12 provinces and municipalities in China.

Our products and retail platforms are tailored for consumers’ casual impulse purchases of casual
food and provide our customers with a convenient and hygienic consumption experience. We
contributed to transforming the casual braised food industry in China by upgrading its retail model
from traditional roadside stalls into branded chain stores with a distinguishable brand image and
hygienic shopping spaces that provide products and services of consistent quality. According to Frost
& Sullivan, we are the first braised food company that has achieved a complete shift from selling
unpackaged products to MAP products.

Our solid reputation for providing high quality and popular products throughout our retail store
network has played a significant role in increasing our market recognition and strengthening our
leading position, thereby allowing us to achieve strong financial results. Our market leadership is
further enhanced by our proactive efforts to deepen our market penetration through online channels.
According to Frost & Sullivan, we had the largest market share in terms of revenue generated from
online channels among all casual braised food producers in China in the twelve months ended June
30, 2016.

We have in the past benefitted from the robust growth of our industry. According to Frost &
Sullivan, the retail sales value of the PRC casual braised food industry increased from RMB23.2
billion in 2010 to RMB52.1 billion in 2015, representing a CAGR of 17.6% from 2010 to 2015, and
is expected to further grow to RMB123.5 billion by 2020, representing a CAGR of 18.8% from 2015
to 2020. Moreover, consumers’ increasing focus on product quality, instead of prices, has promoted
brand consciousness among customers, which has led to significant growth of the branded casual
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braised food market. According to Frost & Sullivan, in terms of retail sales value, the branded brai sed
casual food market recorded a high CAGR of 32.6% from 2010 to 2015, and is expected to further
grow from RMB24.0 billion in 2015 to RMB84.4 billion in 2020, representing a CAGR of 28.5% from
2015 to 2020. We believe that our extensive retail network, well-recognized brand image and
reputation will enable us to continue to solidify our market share in the industry and capitalize on
strong growth opportunities anticipated in China.

Strong brand recognition and popular products, underpinned by large and loyal customer base

We enjoy strong brand recognition in China. We believe that our high quality and popular
products together with the convenient and hygienic consumption experience we promote have
successfully made our brand “Zhou Hei Ya (Jf7&15)” synonymous with the rapidly growing casual
braised food market in China. According to a consumer survey conducted by Frost & Sullivan in 20
cities in Chinain 2015, we ranked first in terms of top-of-mind awareness and customer satisfaction
among all casual braised food brands.

High quality and popular products form our core competitive advantage. Our products possess
a popular and rich flavor, which appeals to consumers in different geographic regions of China. To
ensure product quality and food safety, we source our key raw materials, including ducks and duck
parts, from reputable and qualified suppliers based on our stringent quality requirements and
standards. We also procure spices from their regions of origin to ensure consistent quality and
competitive pricing. In response to consumer demand for more convenient consumption options for
casual braised food, we have also been actively enhancing our packaging technologies, including
introducing MAP products, to extend the shelf life of our products without sacrificing freshness and
taste. Leveraging our experience with MAP technology, we have influenced provincial standards in
relation to the MAP technology applicable to casual braised food in Hubei Province. This first-mover
advantage has been a key driver of our continued success and strengthened our brand recognition and
brand loyalty.

Strong brand awareness and high quality products have enabled us to attract a sizable and loyal
customer base that appreciates the quality of our products. Average spending per purchase order of our
self-operated retail storesincreased from approximately RMB42.00 in 2013 to RMB51.71in 2014, and
further to RMB56.27 in 2015. Average spending per purchase order of our self-operated retail stores
amounted to RMB58.95 in the six months ended June 30, 2016. Moreover, according to a customer
survey conducted by Frost & Sullivan in 20 cities in China, we ranked first in terms of customer
patronage frequency among all casual braised food brands in Chinain 2015. In particular, our efforts
to broaden the reach of our products through online channels have further expanded our customer
base. The number of online marketplaces on which we had established online stores increased from
four as of December 31, 2013 to seven as of December 31, 2015, and further to 11 as of the Latest
Practicable Date. We believe that we have benefited, and will continue to benefit, from our broad and
loyal customer base.
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Well-established self-operated retail store network, leveraging our highly standardized and
scalable business model to support sustainable growth

We have established and operated a self-operated retail store network under the “Zhou Hei Ya
(JAI2AH5)” brand. Similar to other types of casual food, casual braised food is generally purchased and
consumed at different occasions, including as a snack between meals, at social and sporting events and
while traveling. We believe it is important to establish a broad retail presence to capture a wide range
of consumption events and satisfy consumers’ unplanned needs. Our focus on the self-operated model
enables us to effectively monitor product quality, enhance hygiene and food safety, execute
operational and financial initiatives, collect valuable customer data and feedback, as well as promptly
and flexibly respond to shifting market trends and consumer preferences. We strategically locate our
retail stores in areas with high pedestrian traffic and high concentrations of our customers, such as
transport hubs, commercial complexes and shopping malls. We had 389, 468, 641 and 716
self-operated retail stores, respectively, as of December 31, 2013, 2014 and 2015 and June 30, 2016.
As of the Latest Practicable Date, we had 757 self-operated retail stores in 40 cities covering 12
provinces and municipalities in China.

We exercise a high degree of control over our self-operated retail store network, and have
developed a retail network management system which enables us to flexibly and promptly adjust our
retail store network to satisfy our customers’ needs. We have a systematic approach to identifying and
evaluating prospective store locations. Our standardized store opening and operational procedures
allow us to quickly replicate our success in other new regional markets. Leveraging our standardized
site identification and store establishment procedures, as well as centralized procurement of in-store
furnishings and displays, we are able to significantly reduce upfront investment, minimize preparation
time for new store openings, and achieve a short Breakeven Period and | nvestment Payback Period for
our stores. We lease properties for substantially all of our stores, which further lowers the costs and
risks associated with the expansion of our retail store network. As a result of our strong brand
recognition, high quality products as well as our highly standardized and efficient operations, our
retail stores were able to achieve the following store level economics during the Track Record Period:

° Industry leading average revenue per self-operated retail store. According to Frost &
Sullivan, we had an industry leading average revenue per self-operated retail store among
all major casual braised food producersin Chinain the twelve months ended June 30, 2016.
During the Track Record Period, average revenue per self-operated retail store amounted to
RMB2.9 million, RMB3.7 million, RMB3.8 million and RMB3.6 million, respectively, in
2013, 2014 and 2015 and the twelve months ended June 30, 2016.

° Short Breakeven Period and Investment Payback Period. During the Track Record Period,
the Breakeven Period of our newly opened self-operated retail stores generally ranged from
one to two months, and the Investment Payback Period of our newly opened self-operated
retail stores generally ranged from two to six months. We incurred relatively lower capital
expenditures in relation to our store openings during the Track Record Period as compared
to the store opening costs of other retailers that might have bigger average retail store size
and wider product offerings in China. Our average capital expenditure for opening a
self-operated retail store was approximately RMB133.8 thousand, RMB108.8 thousand,
RMB98.4 thousand and RMB107.3 thousand, respectively, in 2013, 2014 and 2015 and the
six months ended June 30, 2016.
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To capture the opportunities presented by rapidly growing e-commerce in China and fulfill
consumer demand for more convenient shopping, we have established our online sales channels by
opening our online shops on well-known domestic third-party online marketplaces and maintaining
our website to introduce our products and direct customer traffic to our online shops. According to
Frost & Sullivan, we had the largest market share in terms of revenue generated from online channels
among all casual braised food producers in China in the twelve months ended June 30, 2016. As part
of our online initiatives to attract more mobile users, we launched our WeChat store in mid-2015.

Based on the above, we believe that we will be able to continue to replicate our success in the
cities where we operate and rapidly expand our retail network.

Tailored and creative branding and marketing strategies that effectively enhance brand
awareness and capture growth opportunities

We place significant emphasis on the marketing and development of our “Zhou Hei Ya (J& 2 15)”
brand image and the promotion of our brand philosophy of “More Entertainment, More Fun” (* & i
“e P4k ) among our customers. We adopt tailored and creative marketing strategies and utilize
various traditional and new media channels to effectively reach our customers and increase our brand
awareness. We have adopted the following branding and marketing methods:

° Entertainment marketing strategy. We have developed a unique entertainment marketing
strategy, which is specially designed to target young customers. For example, our products
were featured in an international blockbuster movie in 2014. We also coordinated with
advertising agents to launch on-screen film advertisements as well as on-site campaigns at
movie theaters in Wuhan. In addition, we sponsored the Creative Marketing Competition
held at universities and colleges in Hubei Province and participated in marketing-related
speeches and lectures on university campuses from 2013 to 2016.

° Interactive media formats. In August 2014, in furtherance of our strategy to locate our retail
stores in transport hubs, we sponsored a high-speed bullet train between Wuhan and
Beijing, becoming the first Wuhan-based company to be granted naming rights to a
high-speed bullet train. The train was named after “Zhou Hei Ya’, our corporate name
during the contract term, and we were allowed to broadcast and display our advertisements
in the train during the five-hour journey. We placed our advertisements on domestic airlines
from May 2014 to May 2015 and provided our products as free airline snacks for
promotional purposes to enhance our brand recognition. We also displayed our
advertisements on four light rail trains in Chongging from May to November 2015.

o Online marketing. We have actively participated in online promotional events, such as those
held on November 11 (“Double Eleven” or “&+—") and May 17 (“Foodie Festival” or
“IZE §i”, an event to promote online food purchases). In addition, we have cooperated with
third-party online marketplaces and placed prominent advertisements on their landing pages
to take advantage of precision marketing initiatives and leverage their online search
functions.
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° Cross-promotional events. We market our brand through cross-promotions with other
partners in complementary industries to jointly offer coupons or free gifts. We also
coordinate with movie theaters and karaoke establishments to launch promotional events
for our members by issuing discounted or free tickets or coupons.

Efficient and effective supply chain management supported by strong and stringent quality
assurance systems

We have established streamlined supply chain management systems that monitor and control our
operational value chain. Such efficient supply chain management systems are supported by our ERP
system connected with the POS system. Our systems centralize all material operational data, including
raw material procurement, product processing, logistics and inventory, and store sales. We are
therefore able to monitor in real time supplies, production schedules and the availability of production
lines, which in turn allows us to assert control over the utilization rates of our processing facilities
to maximize production efficiency and ensure the highest product quality. Our systems keep track of
inventory levels on a real time basis, ensuring the freshness and quality of our raw materials and
products. We are able to trace the status of each product in storage and transit until it is sold, and
efficiently identify, locate and lock down expired products or defective batches of products. We are
one of the few casual braised food companies in China that are able to monitor and trace finished
products back to the key raw material sources, according to Frost & Sullivan. In addition, our
production lines utilize various automated and computerized systems for many key processing stages,
which ensure the quality of our products by effectively controlling our production parameters.

As ensuring food safety is of the utmost importance in our industry, we adopt stringent quality
control practices throughout the supply chain and across all of our sales channels to ensure the
products we sell adhere to national food safety standards. We separate several clean zones and high
clean zones in our processing facilities with different dust and bacteria sterilization and temperature
standards, based on relevant processing technologies and stages. We also require our personnel
involved in production activities to follow strict hygiene standards. See “—Product Safety and Quality
Control” below for more details. Our logistics vehicles are equipped with thermal control equipment
and GPS devices for the transportation of our raw materials and processed products to ensure their
quality and freshness. Moreover, we procure most of our key raw materials directly from raw material
suppliers to exert better control over quality and costs. We also procure spices from their regions of
origin to ensure consistent quality and competitive pricing. We implement stringent acceptance
inspections on each batch of key raw materials that arrive at our processing facilities.

In addition to our own production personnel, we also require our store staff and third parties
involved in our production processes, such as raw material suppliers, third-party logistics companies
and distributors, to strictly comply with our high product safety and quality standards. To ensure and
maintain ongoing compliance, we actively conduct quality inspections and reviews of our major raw
material suppliers, such as periodic on-site spot checks and annual inspections at their facilities,
including their slaughterhouses, processing facilities and storage facilities. We require third-party
logistics companies to provide vehicles equipped with cold chain logistics services and to comply with
sanitization standards that are equivalent to those of our own logistics team.
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Experienced and visionary management team embracing a customer-focused cor porate culture

We have a stable, experienced and visionary management team that possesses extensive
knowledge of our industry, strives for the best quality and effectively promotes our brand and
products. Our proven track record of lifestyle marketing and branding strategies envisioned and
undertaken by our management team illustrates our success in growing our customer base, and in turn
our total revenue. Over the years, our management team has established a sound corporate
management system to support sustainable growth. The key members of our senior management team
have an average of ten years of experience in the casual food industry, and many of them have worked
with us since our establishment. Our senior management team has led the transformation from
traditional roadside stalls to our current modern, scalable business model. In addition, to ensure that
our staff understand our corporate culture and fully comply with our high standards, we place a strong
emphasis on encouraging, training and retaining our employees, which we believe have been crucial
to our expansion and success. We periodically provide various trainings to our store staff to develop
their knowledge and skills.

Moreover, as a retail business operator, we have advocated and cultivated a customer-focused
corporate culture to understand customer preferences and meet their evolving demands and
expectations. We have established our presence on popular Internet social media platforms and engage
in active interaction with our customers. We also reinforce customer loyalty by launching tailored
marketing initiatives and offering various innovative in-store events. Our motivated and adaptive
corporate organization facilitates open communication between headquarters and local subsidiaries,
enabling us to efficiently receive first-hand feedback on a timely and frequent basis from our retail
stores, which are direct points of contact with our customers. As we continue to grow our customer
base, we expect to further benefit from our customer-focused corporate culture.

OUR STRATEGIES

Our objective is to continue to grow and expand our business as a leading casual braised food
company in China, to further strengthen and advance our leadership and market share in China, and
to expand internationally as one of the top casual food brands.

Further penetrate existing markets and strategically expand into new regions

Leveraging our mature product portfolio and established business model, we plan to further
expand our retail store network. Our planned initiatives include the following:

° Deepen market penetration in existing markets. We plan to increase the number of our retail
stores in our existing markets, in particular areas with high pedestrian traffic, such as
transport hubs, commercial complexes and shopping malls, to further deepen our market
penetration. We believe there is still room for us to grow further in our existing markets,
even in mature markets. As of the Latest Practicable Date, we had 196 self-operated retail
stores in Wuhan. As of the same date, we had 81 and 40 self-operated retail stores,
respectively, in Beijing and Shanghai, which numbers indicate further growth opportunities
for us.
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° Expand into new markets. We expect to expand our footprint by strategically replicating our
successful retail store model into new regions in China by opening new stores or pursuing
prudent acquisitions. In general, we will particularly focus on opportunities in affluent
regions with high population densities and strategic locations that can provide a potential
customer base with higher spending on casual braised food. We plan to further increase the
number of our self-operated retail stores by approximately 187 and 180 stores in 2016 and
2017, respectively. In addition, we expect to continue to identify and engage high-quality
distributors to effectively penetrate our target markets. Finally, we will also prudently seek
appropriate opportunities to tap into overseas markets with Chinese consumers, such as
Hong Kong, Macau, Taiwan and Singapore, that are familiar with and receptive to our
products. As of the Latest Practicable Date, we have not formulated any concrete plans for
such expansion. We currently expect to leverage on our operating cash flow and do not plan
to use the proceeds from the Global Offering for the potential overseas expansion plans.

Further expand our online channels to offer convenience and value to customers

The proliferation of mobile Internet and the emergence of the digital era are changing the way
business is done for most of the industries in China, including our industry. To capture the great
market potential brought by rapidly growing e-commerce in China, we plan to accelerate the
development and integration of our online channels. We strive to enhance the visibility of our online
stores so as to drive more user traffic to our online stores. We plan to open online shops on more
third-party online marketplaces.

We will offer self-pickup service to allow customers to place orders online or directly at our
stores and to pick up the ordered products at designated stores. We plan to continue working with
third-party online local food service providers to provide online ordering and delivery services in
order to broaden our customer base and drive more customers to our retail stores. We have established
local logistics hubs in Wuhan, Hubei Province, Shanghai, Beijing and Guangzhou, Guangdong
Province to offer more convenient local delivery services in and around these cities and expect to
expand the coverage of such services. In order to support the launch of such delivery services in
additional cities, we are in the process of upgrading our processing and storage capacity as well as
product packaging technologies in order to improve the taste and shelf life of our products. In
addition, we will continue to explore more logistics service solutions to facilitate our online initiatives
and ensure timely delivery.

Most importantly, in order to establish a further integrated and sustainable modern business
model, we expect to further streamline our online and offline resources with the aim to creating greater
convenience and unique shopping experiences for our customers. Accordingly, we are in the process
of establishing an integrated customer database by consolidating information collected from our
offline membership program and online channels, including third-party online marketplaces and
third-party payment system operators. Such integration will provide valuable insights and guidance to
help us understand, analyze and predict our customers’ tastes and demands as well as their spending
patterns, which in turn can assist us in better serving them with specially tailored online and offline
services.
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Develop new products and introduce new technologies to continuously enhance consumers’
satisfaction

We believe that continuously delivering top quality and diversified products to consumersis key
to maintaining our competitive position and ensuring our future growth and success. Accordingly, we
will continue to emphasize product development and innovation. We plan to selectively develop new
products to cater to consumer needs, such as braised vegetables, bean curd, poultry, eggs and seafood.

We will continue to develop and introduce new product packaging technologies that may further
improve the taste and shelf life of our products. We will also continue to promote the establishment
of industry standards, which will further enhance our competitiveness. For example, by leveraging our
experience with MAP technology, we have influenced provincial standards in relation to the MAP
technology applicable to casual braised food in Hubei Province.

Since 2015, we have offered individually-packed vacuum packages of certain selected popular
products, such as duck necks, duck webs and duck wings, which offer a more convenient consumption
option for casual food consumers. Our individually-packed vacuum packages and fixed-weighted
packages for our MAP products have become popular among customers and we expect them to
gradually replace our conventional family size packaged products.

Further improve operational efficiency and expand production capacity

Continuously improving our operational efficiency and expanding our production capacity is key
to maintaining our competitive position. Accordingly, we plan to improve our processing technologies
to improve our operational efficiency. We have upgraded our automated transmission and defrosting
processes and plan to further increase automation in other production processes, such as cutting and
packaging, so as to optimize our cost structure and production efficiency. Moreover, we intend to
leverage our cooperation with third-party research and development entities to customize and upgrade
our production equipment which will further improve our production efficiency and product quality.
We also expect to optimize the standardization of our product specifications, which may further
enhance our production efficiency and reduce check-out times in our retail stores.

We will scale up our production capacity and improve our production efficiency. We are
constructing the Phase Il Wuhan processing facility, which is expected to be completed by the end of
2016. We also plan to construct another processing facility in Dongguan, Guangdong Province, for
which we have obtained a parcel of land. Upon completion, we expect these facilities to substantially
increase our overall production capacity. We also plan to construct addition processing facilities in
eastern, southwestern and northern China, for which we have not identified any particular parcel of
land and no definitive agreement has been entered into in this regard. These new processing facilities,
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together with our current processing facilities, will effectively extend and enhance the service radius
of our cold chain logistics from transportation, delivery to storage, thereby enabling us to increase the
supply and freshness of our products at our stores, in particular, our MAP products which require
low-temperature preservation. In addition, we expect to further enhance our control over our
production value chain and deepen our vertical integration. To keep pace with the expansion of our
production capacity as well as our retail store network, we expect to increase our investments in
logistics systems, such as procuring additional logistics-related equipment.

We plan to further enhance our control over the production value chain and deepen our vertical
integration by selectively acquiring or partnering with high-quality raw material suppliers to secure
supply and ensure quality of key raw materials. We will carefully consider and evaluate the synergies
between us and our potential partners, including but not limited to the spectrum and quality of their
products, their production capacity, and the estimated costs and potential risks in association with the
synergies of their operations with ours. As of the Latest Practicable Date, we had not identified any
acquisition target and had not entered into any definitive agreement or arrangement in this regard.

Further strengthen our brand equity and promote our unique culture and lifestyle image

We will continue to implement our entertainment marketing strategies, both online and offline,
to further enhance our brand image while promoting our unique culture and lifestyle image of “More
Entertainment, More Fun” (“ & 44T 4%”). We plan to increase our brand image campaigns and
sponsorships, such as in movies, to promote our core lifestyle concept. We will also actively study the
changing trends and preferences of our customers in order to tailor our promotional initiatives to
better attract their attention. We have been holding and will continue to hold innovative marketing
events, and will aim to increase customer engagement in such events. For example, we plan to
establish flagship stores to demonstrate our product braising processes and promote duck-related
culture. We also plan to set up customer experience zones in certain selected stores, which will provide
interactive games that convey our corporate culture and lifestyle. We expect these initiatives to be
specially tailored to enhance customer experience and to further differentiate ourselves from our
competitors, and in the long run enable us to maintain our price premiums. We currently estimate to
use approximately 6% of the proceeds we will receive from this Global Offering for our brand image
campaigns and sponsorships to enhance our brand recognition, please also refer to “Future Plans and
Use of Proceeds” for more details.

We also expect to further reinforce our corporate culture and customer stickiness through active
interactions with our existing and potential customers. We plan to design and offer more functions and
events for our membership program that are expected to reinforce customer loyalty. For instance, we
intend to provide additional promotional incentives to attract more members and encourage their
consumption.
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OUR BUSINESS MODEL

We produce, market and retail casual braised food. Our business model is illustrated in the
following diagram.

Processing Technologies and

Product Development Equipment Development

Research and e Customer preference studies ¢ Product packaging technologies
Development e Feasibility studies, research center review and e Automation level enhancement
approval

¢ Pilot production of new products and taste testing

Packaging Materials
¢ Duck and duck parts ¢ MAP materials
Procurement ¢ Red meat, vegetables and other poultry e Vacuum packaging materials
e Spices

Production Facilities

¢ Raw materials preparation
Production e Defrosting, cleaning and selecting

e Blanching and braising

e Cooling and sorting

¢ Weighing and packaging

Self-operated Retail

Online Channels

NTUE
e 757 self-operated e 11 third-party online * 9 distributors"” e Vending machines
Sales retail stores) marketplaces"

e Other direct sales
through subsidiaries

Note:
(1)  Asof the Latest Practicable Date.

OUR PRODUCTS

We were recognized as the leading brand in terms of customer satisfaction among all casual
braised food brands in China, according to a survey conducted by Frost & Sullivan in 20 cities in
China in 2015. We are specialized in the production, marketing and retailing of casual braised food,
in particular, braised ducks and duck parts. Our duck part products primarily include duck necks, duck
wings, duck collarbones, duck tongues and duck webs. We also offer braised red meat, braised
vegetable products and other braised poultry. During the Track Record Period, revenue generated from
our braised ducks and duck parts accounted for approximately 89.5%, 91.9%, 90.7% and 88.7%,
respectively, of our total revenue in 2013, 2014 and 2015 and the six months ended June 30, 2016.
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Over the past decade, we have been continuously improving our blending and processing
technologies. In addition, by using high quality spices, our products possess a popular and rich flavor,
which appeals to consumers in different geographic regions of China. To ensure the consistency of
quality and taste of our products, we adopt a uniform base flavor through establishing standardized
quality control measures and product processing procedures. We conduct reviews every month of our
employees who are responsible for production processes. Our new products are also subject to several
rounds of flavor testing by the designated professionals in our research center and by a special tasting
team before we officially launch the commercial production. In addition to a tasting team which is
comprised of a broad range of experienced professionals from various departments, we also invite
customers to participate in new product tasting events.

Below are samples of some of our products.

MAP Products

Vacuum Packaged Products

MAP Products

Vacuum Packaged Products
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The table below sets forth certain information regarding our main product categories.

Suggested Retail Price Range

Main Product Categories Packaging and General Specification®

Ducks and Duck Parts................... MAP packages and vacuum packages ¢ RMB9.0 to RMB36.0 per small-sized
MAP package ranging from 80 g to 200
g®

e RMB12.0 to RMB58.0 per large-sized
MAP package ranging from 150 g to 320
g®

e RMB12.0 to RMB48.0 per vacuum
package ranging from 88 g to 180 g

e RMB128 to RMB338.0 for various gift

boxes
Other Products™ ........cc.cceevevnennn. MAP packages, vacuum packages and e RMB7.9 to RMB23.9 per small-sized
vacuum bottles MAP package ranging from 100 g to 180
g®

e RMB11.9 to RMB43.9 per large-sized

MAP package ranging from 200 g to 300
g®

e RMB12.0 to RMB25.0 per vacuum
package ranging from 128 g to 170 g

e RMB6.8 to RMB12.0 per vacuum bottle
of 100 g

Notes:
(1)  Other products mainly include braised red meat, braised vegetable products and other braised poultry.
(2)  The majority of products sold through our online channels include vacuum packaged products and MAP products.

(3) The weight of the package of our products varies from product to product.

Product Packaging

To ensure product safety and quality, we have achieved a complete shift from selling unpackaged
products to MAP products. Our products are currently sold either in MAP or vacuum packaging.

MAP. Modified atmosphere packaging, or MAP, technology, which changes the composition of
the internal atmosphere of a package by lowering the atmospheric oxygen level and replacing it with
nitrogen to restrict the growth of bacteria and microbes, improves the shelf life of braised food. In
comparison to vacuum packaging technology, the MAP technology also preserves the fresh taste and
texture of food as it does not apply ultra-heat treatment in the packaging process. The nitrogen level
in our MAP products typically remains over 99% during the period of shelf life. Substantially all of
our MAP products have a shelf life of five to seven days from the production date if preserved by
refrigeration. The MAP technology, which is a mature packaging technology in overseas markets, is
modified by our in-house research and development to accommodate our braised food. We imported
our MAP production lines from Germany to ensure that our MAP products are not only properly sealed
but also easy to open by our customers.
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We began to introduce MAP products in 2012 and fully launched such products in all our stores
in 2014. We believe that we are one of the first companies in China to widely apply the MAP
technology in the casual braised food industry, influencing the consumption behavior and competitive
landscape in our industry. Leveraging our experience with MAP technology, we have influenced
provincial standards in relation to the MAP technology applicable to casual braised food in Hubei
Province. In the second half of 2015, we started to offer fixed-weighted packages for our MAP
products. The standardized product specifications enhance the cashier efficiency in our retail stores
and allow us to sell and distribute our products to different regions of China through different sales
channels, including online channels. We expect that revenue derived from MAP products as a
percentage of total revenue to continue to grow.

Although MAP products have a relatively shorter shelf life as compared to vacuum packaged
products, MAP packaging better maintains fresh taste, texture and nutrient content of our products,
partially because it does not require high-temperature steaming process, making them more tasteful
and popular than vacuum packaged products. As such, we continued to promote and enhance the
manufacturing and sales of our MAP products.

Vacuum Packaging. Our vacuum packaged products are sealed packages in which oxygen is
completely removed. Our vacuum packaged products generally have a shelf life ranging from 90 to
180 days, thereby allowing us to sell and distribute products to different regions of China, including
distant regions.

Moreover, we offer premium packaged gift boxes of various popular vacuum packaged products.
Additionally, since 2015, to enhance our competitiveness in the casual food industry, we also started
to offer individually-packed vacuum packages of certain selected popular products, including duck
necks, duck webs and duck wings, which offer a more convenient option for consumers. Our
individually-packed vacuum packages have become popular among customers since their launch and
we expect them to gradually replace our conventional family size vacuum packages and serve as the
major alternative to our MAP products.

Product Pricing

We believe our leading position in our industry in China as well as our brand recognition and
product quality have provided us with strong pricing power. We intend to apply reasonable prevailing
market prices with consistent and high quality products.

We generally take into account a number of factors to set the price of our products, including
production costs, market demand, local purchasing power, rental expenses and competition intensity.
As aresult, our products may be sold at different prices in different regions of China. In addition, the
retail price of our products is generally higher in some because of higher rental and operating
expenses, such as our stores located in airports.

The price of each product in each region is proposed by the management of our local companies
and is then determined by our management at our headquarters. Our self-operated retail stores are not
allowed to change the retail unit prices. The unit price of our MAP products sold through our online
channelsis slightly higher than that at our self-operated retail stores, primarily due to additional costs
related to cold storage packaging.
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Seasonality

Although our products are not seasonal, our sales are generally higher during long public
holidays in China, such as Chinese New Year, Labor Day and National Day, as well as during summer
vacations. Our results for a given fiscal period are not necessarily indicative of results to be expected
for any other fiscal period.

In addition, a number of factors may cause fluctuations in our resultsin certain period, including
overall customer demand for our products, the timing and number of new store openings, and our
production capacity and utilization rate.

However, the impacts of seasonality on our operations and financial performance are not
material.

MARKETING

We place great emphasis on the promotion of customers’ awareness of our brand name and
products. Since our incorporation, we have adopted tailored and creative marketing strategies and
have utilized various traditional and new media channels to effectively reach our customers and
increase our brand awareness.

Our marketing initiatives aim to place advertisements in places with high pedestrian traffic and
high concentration of customers with the habit of casual food consumption. For example, our products
were featured in an international blockbuster movie in 2014. We have sponsored the Creative
Marketing Competition held at universities and colleges in Hubei Province and participated in relevant
speeches and lectures on university campuses from 2013 to 2016. These activities helped to reinforce
our brand awareness among young students and influence their purchasing behavior at an early stage.
In August 2014, we sponsored a high-speed bullet train between Wuhan and Beijing, becoming the
first Wuhan-based company to be granted naming rights to a high-speed bullet train. The train was
re-named “Zhou Hei Ya’ during the contract term and we are allowed to broadcast and display our
advertisementsin the train during the five-hour journey. In 2015, we also displayed our advertisements
on four light rail trains in Chongging from May to November 2015. We placed our advertisements on
domestic airlines from May 2014 to May 2015 and provided our products as free airline snacks for
promotional purposes to enhance our brand recognition.

We also market our brand through cross-promotions with our partners in complementary
industries to jointly offer coupons and free gifts. We collaborate with movie theaters and karaoke
establishments to launch promotional events for our customers by issuing discounted or free tickets
or coupons. Leveraging our unique position in the casual food industry, we expect to further
strengthen cooperation with other leading food or beverage brands in cross-promoting our brand and
products.

In addition, we operate our official accounts on leading social media platforms in China, such
as Weibo and WeChat, through which we are able to engage in active interactions with our existing
and potential customers, collect first-hand customer feedback and promote our brand and products in
a visually impactful way and on a frequent basis. We believe that these social media platforms allow
us to efficiently and cost-effectively reach a broader customer base.
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We have enhanced the visibility of the QR code of our online stores, such as at our local stores
and outdoor advertisements in order to drive the user traffic to our online stores. To further explore
market opportunities online, we have actively participated in online promotional events, such as those
held on November 11 (“Double Eleven” or “#+—") and May 17 (“Foodie Festival” or “IZ E&i",
an event to promote online food purchases in China). In addition, we have cooperated with third-party
online marketplaces and placed prominent advertisements on their landing pages to take advantage of
their precision marketing initiatives and leverage their online search functions. We also purchase
marketing services provided by Taobao to optimize the hits of keyword search results in connection
with our brand and products. We are actively seeking cooperative opportunities with online payment
channels, including mobile payment service providers, to offer more convenient payment options for
our online purchasers. Moreover, we plan to enhance synergies between our retail store network and
our online channels by developing a consolidated member database across our sales channels.

We have been holding and will continue to hold innovative marketing events, and aim to increase
customer engagement in such events. For example, from time to time we invite customers to visit our
processing facilities to facilitate their understanding of the high quality and hygiene of our products
during the processing process, and to learn about our corporate culture in person. In addition, we plan
to establish flagship stores to demonstrate our product braising processes and promote duck-related
culture. We also plan to set up customer experience zones in selected stores, which will provide
interactive games that convey our corporate culture and lifestyle. We expect these initiatives to be
specially tailored to enhance customer experience and to further differentiate ourselves from our
competitors and in the long run enable us to maintain our price premiums.

CUSTOMERS AND SALES CHANNELS
Customers

The popular and rich flavor of our products enables us to attract a customer base consisting of
different occupations, income segments and age groups.

We sell our products directly to consumers through our sales channels, primarily our
self-operated retail stores across China. See “— Sales Channels” below. As a retail-based casual food
business operator, our customer base is highly diversified. Our revenue derived from our top five
customers accounted for less than 30% of our total revenue for the years ended December 31, 2013,
2014 and 2015 and the six months ended June 30, 2016. None of our Directors, their respective
associates or any of our shareholders holding more than 5% of our issued share capital after the Global
Offering, to the knowledge of our Directors, held any interests in any of our five largest customers
during the Track Record Period.
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Sales Channels

We have established an extensive and well-managed retail network. We sell our products
primarily through our self-operated retail stores. We also sell products through different sales
channels, including online channels and distributors.

The table below sets forth our revenue contribution by sales channel during the Track Record
Period:

Year Ended December 31, Six Months Ended June 30,

CAGR
2013 2014 2015 (2013-2015) 2015 2016
RMB’000 % RM B’ 000 % RMB’000 % % RMB’000 % RMB’000 %

Self-operated retail

StOreS...vvieiiiieiiiieiie, 1,087,666 89.4 1,589,134 87.9 2,131,428 87.6 40.0 1,032,530 87.91,217,399 87.6
Online channels............... 58,735 4.8 110,492 6.1 172,435 7.1 71.3 69,831 5.9 113,679 8.2
Distributors...........cccceeen. 64,693 5.3 103,682 5.7 111,812 4.6 315 61,493 5.2 53,075 3.8
Others™ ..o 6,483 0.5 5,774 0.3 16,334 0.7 58.7 10,838 1.0 4,982 0.4
Revenue...........cccoccvenenn. 1,217,577  100.0 1,809,082  100.0 2,432,009  100.0 41.3 1,174,692 100.01,389,135 100.0

Note:

(1) Primarily include revenue generated from vending machines and other direct sales through subsidiaries.

Our strategic focus on the establishment and maintenance of our self-operated retail store
network enables us to exert control over the quality of our products and customer service during the
rapid expansion of our retail network.

Self-operated Retail Stores

The majority of our products are sold through our self-operated retail store network. All of our
self-operated retail stores are operated by us under the “Zhou Hei Ya (JA2£85)” brand. Our focus on
the self-operated model enables us to effectively monitor product quality, enhance hygiene and
product safety, execute operational and financial initiatives, collect valuable customer data and
feedback, as well as promptly and flexibly respond to shifting market trends and consumer
preferences.

Since our first store opened in Jianghan District, Wuhan in 2002, we have gradually expanded
our footprint to other cities in Hubei Province, then to Hunan Province, Jiangxi Province, Guangdong
Province (including Shenzhen), Zhejiang Province, Henan Province, Jiangsu Province, Sichuan
Province, Beijing, Tianjin, Shanghai and Chongging. As of the Latest Practicable Date, we had
established an extensive self-operated retail store network that consisted of 757 stores in 40 cities
covering 12 provinces and municipalities in China.
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The following pictures illustrate some of our self-operated retail stores.

We exercise a high degree of control over our self-operated retail store network, and have
developed a retail network management system which enables us to flexibly and promptly adjust our
retail store network to satisfy our customers’ needs. We have a systematic approach to identifying and
evaluating prospective store locations. Our standardized store opening and operational procedures
allow us to quickly replicate our success in other new regional markets. As a result of our business
model, standardized site identification and store establishment procedures, and centralized
procurement of in-store furnishings and displays, we are able to significantly reduce upfront
investment, minimize preparation time for new store openings, and achieve a short Breakeven Period
and Investment Payback Period for our stores. We lease properties for substantially all of our stores,
which further lowers the upfront capital investments and risks associated with the expansion of our
retail store network.

The map below illustrates our self-operated retail store network in China as of the Latest
Practicable Date. The colored regions are where we have self-operated retail stores presence and the
numbers in the parenthesis denote the number of self-operated retail stores we have in the region.
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The table below sets forth the changes in the number of our self-operated retail stores during the
Track Record Period.

Year Ended December 31, Six months Ended June 30,

2013 2014 2015 2015 2016
Beginning of period .................... 349 389 468 468 641
Additions ...coooiiiii 97 117 222 115 96
Closures™ .......ccoocvveiiiiiieiieen (57) (38) (49) (20) (21)
NEet iNCrease ........cooeevvvvevivieennnnanns 40 79 173 95 75
End of period .........coiiiiiiiinn. 389 468 641 563 716

(1) Closure means the actual termination of operations of our stores.

During the Track Record Period, the number of our self-operated retail storesincreased from 389
as of December 31, 2013 to 468 as of December 31, 2014 and further to 641 as of December 31, 2015
and 716 as of June 30, 2016. As of the Latest Practicable Date, we had 757 self-operated retail stores
covering 40 cities in 12 provinces and municipalities in China. During the Track Record Period,
revenue generated from our self-operated retail stores amounted to RMB1,087.7 million, RMB1,589.1
million, RMB2,131.4 million and RMB1,217.4 million, respectively, in 2013, 2014 and 2015 and the
six months ended June 30, 2016, accounting for approximately 89.4%, 87.9%, 87.6% and 87.6%,
respectively, of our total revenue in such periods.

We consistently monitor the performance of our self-operated retail stores with the assistance of
our information technology system, which enables us to track the sales data and inventory level of
each self-operated retail store on a real-time basis.

During the Track Record Period, we closed 57, 38, 49 and 21 self-operated retail stores,
respectively, in 2013, 2014 and 2015 and the six months ended June 30, 2016, primarily due to
underperformance of these stores. During the Track Record Period, we opened 97, 117, 222 and 96
new self-operated retail stores, respectively, in 2013, 2014, 2015 and the six months ended June 30,
2016 to expand our retail network and enhance our market penetration.

The table below sets forth (i) a breakdown of the number of our self-operated retail store network
and (ii) a breakdown of revenue contribution as a percentage of total revenue generated from
self-operated retail stores, each presented by geographic location for the periods indicated.

As of December 31, CAGR As of June 30,
2013 2014 2015 (2013-2015) 2015 2016
% % % % % %

Number of stores

Central China® ............ 283 72.8 314 67.1 341 53.2 9.8 326 57.9 361 50.5
Southern China @.......... 69 17.7 81 17.3 140 21.8 42.4 127 226 157 218
Eastern China ©®............ 18 4.6 32 6.8 63 9.8 87.1 47 8.3 79 11.0
Northern China ® ........ 19 4.9 41 8.8 80 12.5 105.2 58 10.3 90 12.6
Southwestern China ©® ... — — — — 17 2.7 N.A. 5 0.9 29 4.1
Total number of stores. 389 100.0 468 100.0 641 100.0 28.4 563 100.0 716 100.0
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For the Years Ended December 31, CAGR Six Months Ended June 30,
2013 2014 2015 (2013-2015) 2015 2016
RMB’000 % RMB’000 % RMB’000 % % RMB’000 % RMB’000 %
Revenue
Central China®...... 902,074 82.9 1,237,539 77.8 1,493,759 70.1 28.7 753,410 73.0 844,134 69.3
Southern China® ... 120,390 11.1 190,238 12.0 325,755 15.3 64.5 142,621 13.8 167,801 13.8
Eastern China® ..... 29,246 2.7 72,894 4.6 143,320 6.7 121.4 63,385 6.1 101,042 8.3
Northern China® .. 35,956 3.3 88,463 5.6 154,751 7.3 107.5 69,152 6.7 93,052 7.6
Southwestern
China® ............. — — — — 13,843 0.6 N.A. 3,962 0.4 11,370 1.0
Total .veeiiiiiiee, 1,087,666 100.0 1,589,134 100.0 2,131,428 100.0 40.0 1,032,530 100.0 1,217,399 100.0
Notes:

(1)  Comprises Hubei Province, Hunan Province, Henan Province and Jiangxi Province.
(2)  Comprises Guangdong Province (including Shenzhen).

(3)  Comprises Shanghai, Jiangsu Province and Zhejiang Province.

(4)  Comprises Beijing and Tianjin.

(5)  Comprises Chongging and Sichuan Province.

Our average revenue per self-operated retail store amounted to RMB2.9 million, RMB3.7
million, RMB3.8 million and RMB3.6 million, respectively, in 2013, 2014 and 2015 and the twelve
months ended June 30, 2016. According to Frost & Sullivan, we recorded an industry leading average
revenue per self-operated retail store among all major casual braised food producers in Chinain the
twelve months ended June 30, 2016. The overall increase in our average revenue per self-operated
retail store from 2013 to 2015 was also partially because of upward price adjustments due to the
gradual replacement of unpackaged products with MAP products and the launch of fixed-weighted
packages for our MAP products and individually-packed vacuum packages for our vacuum packaged
products in the second half of 2015, each of which has a higher suggested retail price.

During the Track Record Period, central China was our leading regional market and Hubei
Province, our home market, contributed a significant portion of our revenue during the Track Record
Period. As of December 31, 2013, 2014 and 2015 and June 30, 2016, there were 197, 231, 248 and
262 self-operated retail stores in Hubei Province, respectively. Revenue derived from these
self-operated retail stores in Hubei Province amounted to approximately RMB792.3 million,
RMB1,090.0 million, RMB1,279.9 million and RMB718.4 million in 2013, 2014 and 2015 and the six
months ended June 30, 2016, respectively, representing approximately 65.1%, 60.3%, 52.6% and
51.7% of our total revenue over the same periods.
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Store Network Management

We have established a dedicated team to manage our self-operated retail store network. At the
beginning of each calendar year, our development department at headquarters establishes a new store
opening schedule based on our annual operational target, which is subject to review during the normal
course of operation execution.

We follow a disciplined approach in selecting cities for our new stores. In determining the
regions we expect to tap into, we evaluate a number of factors, including the target city’s local
economy, level of urbanization and population, purchasing power, local industrial composition as well
as the coverage of our facilities and logistics centers. We prioritize affluent cities with high population
density in China as we believe such areas can provide us with a more sizable and stable potential
customer base.

We conduct thorough surveys and analysis (including on-site visits and pedestrian traffic count)
in connection with the target location. We also conduct feasibility studiesin connection with the target
location, which cover customer traffic, spending pattern, competition level, expected revenue and
profit level, estimated rent and cost structure, as well as legal compliance status. We strategically
locate our stores in areas with high pedestrian traffic and high concentrations of our customers, such
as transport hubs, commercial complexes and shopping malls, business districts, schools and colleges
and large scale residential districts, with the aim to increase the convenience of consumers to make
purchases and enhance the visibility of our brand and products. We determine the distance between
our stores based on our market analysis as well as commercial considerations to minimize competition
between stores. To cater to the high demand of our products in certain areas, additional stores may be
set up in close proximity to the existing stores.

Our regional development teams are generally responsible for the site identification and
selection and preparation of the proposal for preliminary screening and initial approval by the manager
of our headquarters' development department. Upon initial review, the development manager may
either reject the proposal if it fails to meet our site selection criteria, or, request the relevant regional
development team to prepare detailed feasibility studies. Such feasibility studies will also be jointly
reviewed by regional operation and sales teams in order to leverage their experience and expertise,
which will then be submitted to and reviewed by our headquarters. Our site selection and store opening
procedures require each new store to be approved by the office of the chief executive officer.

All of our stores adopt the same basic design features, including storefront, store interior
decorations and displays. We believe that our uniform store design strengthens brand recognition,
improves the efficiency of expansion of stores and lower the risks of a counterfeit store. We from time
to time upgrade our store design to optimize the consumer experience. We engage third parties to
manufacture store decoration materials which are standardized, thereby allowing us to shorten the time
required to open new stores.

See “— Internal Control Measures — Protection against Counterfeit Stores” below for more
details.
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Recent and Planned Expansion

We experienced rapid expansion in recent years. During the Track Record Period, we opened 97,
117, 222 and 96 new stores, respectively, in 2013, 2014 and 2015 and the six months ended June 30,
2016. Leveraging our mature product portfolio and established business model, we expect to further
expand our self-operated retail store network.

We plan to increase the number of our retail stores in our existing markets, in particular areas
with high pedestrian traffic, such as transport hubs, commercial complexes and shopping malls, to
further deepen our market penetration. We believe there is still room for us to grow further in our
existing markets, even in mature markets. As of the Latest Practicable Date, we had 196 self-operated
retail stores in Wuhan, our home market and had 81 and 40 self-operated retail stores, respectively,
in Beijing and Shanghai, which numbers indicate further growth opportunities for us.

In addition, we expect to expand our footprint by strategically replicating our successful retail
store model into new regions in China by opening new stores or pursuing prudent acquisitions. We will
typically focus on opportunities in affluent regions with high population density and strategic
locations that can provide a potential customer base with higher spending on casual braised food. As
for potential acquisitions for new stores, we will primarily consider the costs associated with the
potential acquisition, including potential legal compliance cost, the store location, economic
conditions of its neighboring regions, the presence of our competitors as well as the frequent
customers in such local area.

In 2015, we opened self-operated retail stores in two new cities, namely Chongqing and Suzhou.
Since July 1, 2016 and up to the Latest Practicable Date, we had opened 53 self-operated retail stores
and entered into two new cities, namely Zaoyang, Hubei Province and Xinxiang, Henan Province. We
plan to further increase the number of our self-operated retail stores by approximately 187 and 180
stores in 2016 and 2017, respectively. For the years ending December 31, 2016 and 2017, our planned
capital expenditure for opening new stores is expected to be approximately RMB22.4 million and
RMB21.6 million, respectively, assuming the estimated average capital expenditure per store at
RMB120.0 thousand. The following table sets forth a breakdown of the number of new self-operated
retail stores we expect to open, represented by geographic location, in 2016 and 2017.

2016 2017
Number of Stores
Central China ™ ... e 43 29
SoUthern ChiNa @ ..o 39 41
Eastern China @ ..o, 49 47
NOFthern China @ ..., 22 45
Southwestern China @ .......oooiiii oo 34 13
Northwestern China ® ........ccooeiioie e — 5

I = 187 180
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Notes:

(1)  Comprises Hubei Province, Hunan Province, Henan Province and Jiangxi Province.
(2)  Comprises Guangdong Province (including Shenzhen).

(3)  Comprises Shanghai, Jiangsu Province and Zhejiang Province.

(4)  Comprises Beijing and Tianjin.

(5)  Comprises Chongging and Sichuan Province.

(6)  Comprises Shaanxi Province.

In a long run, we will also seek appropriate opportunities to tap into overseas markets with
Chinese consumers, such as Hong Kong, Macau, Taiwan and Singapore, that are familiar with and
more receptive to our products. As of the Latest Practicable Date, we have not formulated any concrete
plans for such expansion.

We expect the average capital expenditure per store to be approximately RMB120.0 thousand in
2016. Historically, we funded our retail store network expansion with a mix of cash flow generated
from our operations and investments from private equity investors. Our regional marketing teams will
prepare an annual budgeting plan in relation to the proposed new store expansion plan in their
respective regions at the beginning of each year, based on their respective staffing capacity, actual
sales targets achieved in the previous year as well as the difficulty of developing local markets. Our
headquarters shall then consolidate and develop the annual budgeting plan for our Group based on
such regional markets' plans after taking into account our overall business development strategies.

During the Track Record Period, once we had identified a store location, it typically took us
around 45 days to open a store. In addition, during the Track Record Period, the Breakeven Period of
our newly opened self-operated retail stores generally ranged from one to two months, and the
Investment Payback Period of our newly opened self-operated retail stores generally ranged from two
to six months.

However, the actual number, location and timing of new store openings in any period will be
affected by a number of factors and subject to uncertainties. We may review and make adjustments to
our expansion plans from time to time depending on the market conditions, pre-opening preparation
and development of existing self-operated retail store network, see “Risk Factors — Our future growth
depends on our ability to increase the number of our self-operated retail stores and to maintain and
enhance their performance.”

In the six months ended June 30, 2016, we had opened 96 new stores and closed 21 stores. As
such, as of June 30, 2016, we had 716 self-operated retail stores. Since July 1, 2016 and up to the
Latest Practicable Date, we had opened 53 new stores and closed 12 stores. As such, as of the Latest
Practicable Date, we had 757 self-operated retail stores.

Lease Arrangements
We lease properties for substantially all of our stores, which generally have a floor area of 10
to 50 square meters. We typically enter into |ease agreements for our stores with a term of one to five

years. As of the Latest Practicable Date, our valid leases had an average lease term of approximately
2.7 years.
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As of the Latest Practicable Date, we maintained atotal of 809 leased properties for self-operated
retail stores, occupying a floor area of approximately 25,140 square meters, of which 55 stores were
not in operation mainly because they were obtaining the requisite licenses and certificates for
operation, or certain leased properties were under decoration or had not been handed over to us or
under preparation for operation, or we were terminating the relevant leases due to commercial
considerations. As of the Latest Practicable Date, the average store size was approximately 31 square
meters. The following table sets forth a maturity profile of our operating leases of our leased stores
as of the Latest Practicable Date.

L ease
Retail Stores Floor Areas Expenses™®
number % square meters % RMB millions

Due within one year or at will .... 381 47.1 11,330 45.1 159.7
Due after one year but within two

VEAIS it 194 24.0 6,710 26.7 97.8
Due after two years but within

three years......ccooooeieviiieiineennn. 142 17.5 4,260 16.9 49.2
Due after three years .................. 92 11.4 2,840 11.3 26.6
Total ..o, 809 100.0 25,140 100.0 333.3
Note:

(1) Represents the total lease expenses for the relevant remaining lease terms.

We are generally allowed to terminate lease agreements with one month prior written notice and
either party may terminate the agreements prior to expiry by obtaining the counterparty’s consent. We
own the equipment and movable property in the stores purchased by us and will be required to remove
such equipment and property when we terminate the relevant lease agreement and return the premises
to the landlord.

Online Channels

To capture opportunities presented by rapidly growing e-commerce in China and fulfill consumer
demand for more convenient shopping, we have established online channels to supplement our retail
network. Our online channels not only appeal to young customers who are more tech-savvy and seek
a convenient shopping experience, but also enable us to reach less affluent and more remote cities
where our physical retail stores have not yet been established.

We have established our online sales channels by opening our online shops on well-known
third-party online marketplaces, including Tmall, Taobao, JD.com, Yihaodian (1%%)5) and Suning, and
maintaining our website to introduce our products and direct customer traffic to our online shops. The
number of online marketplaces on which we had established online stores increased from four as of
December 31, 2013 to seven as of December 31, 2015, and further to 11 as of the Latest Practicable
Date. Pursuant to the relevant agreements, we manage online stores on these third-party online
marketplaces, where we list our products. These online marketplaces also usually offer various tools
and supporting functions that we may utilize to manage our online store and purchase orders, as well
as to communicate with online customers. We are subject to the operational terms and conditions of
these online marketplaces. We are typically required to make one time deposits to the platforms to
ensure our compliance with the relevant laws and regulations of the government and the rules issued
by respective platforms. Such deposits will be refunded upon termination of the cooperation after
deducting any applicable penalties for breach of the relevant rules.
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During the Track Record Period, revenue generated from online channels amounted to RMB58.7
million, RMB110.5 million, RMB172.4 million and RMB113.7 million, respectively, in 2013, 2014,
2015 and the six months ended June 30, 2016, accounting for approximately 4.8%, 6.1% and 7.1% and
8.2%, respectively, of our total revenue in such periods.

Below are screenshots of the storefronts of our online stores on Tmall and Yihaodian (15%)4),
respectively.

Below are screenshots of our WeChat store.
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Distributorship Model

To complement our self-operated retail store network, we engage a limited number of distributors
to leverage their local resources and experiences to tap into certain markets. Although we believe that
the distributorship model is a common practice in our industry, we expect to continue focusing on our
self-operated retail store network and retaining only a limited number of distributors to optimize our
management resources. Historically, we also entered into consignment agreements with third-party
partners. However, we no longer carry out the consignment arrangement as a result of such
optimization.

Some of our distributors and third party partners under consignment arrangements are or were
authorized to operate authorized retail stores which are required to comply with our standardized
operational policies and practices, including the same store design, such as storefront, store interior
decorations and displays, in-store quality control standards and procedures. We also dispatch sales
staff to these authorized retail stores to facilitate the sales of our products and ensure that quality
services are consistently delivered to our consumers. In addition, they may sell our products through
other sales channels, such as specialty stores, supermarkets, convenience stores and karaoke
establishments.

As of December 31, 2013, 2014 and 2015 and June 30, 2016, we had a total of 24, 19, 6 and 8
distributors, respectively, and a total of six, six, nil and nil third-party partners under consignment
arrangements, respectively. These distributors and third-party partners operated in aggregate a total of
37, 36, 26 and 18 authorized retail stores in 2013, 2014 and 2015 and the six months ended June 30,
2016, respectively. Our revenue derived from the distributorship model (including distributors and
third-party partners under consignment arrangements) amounted to RMB64.7 million, RMB103.7
million, RMB111.8 million and RMB53.1 million, respectively, in 2013, 2014 and 2015 and the six
months ended June 30, 2016, accounting for approximately 5.3%, 5.7%, 4.6% and 3.8%, respectively,
of our total revenue over the same periods.

Distributors

As of December 31, 2013, 2014 and 2015 and June 30, 2016, we had 24, 19, 6 and 8 distributors,
respectively, operating 32, 28, 26 and 18 authorized retail stores, respectively.

In order to ensure the quality of our distributors and to avoid unhealthy competition against our
self-operated retail stores, we carefully decide whether to engage distributors in a given regional
market, based on the estimated market demands for our products, local purchasing power, as well as
the number of our existing self-operated retail stores. We consider to engage distributors for a new
regional market where we have not established our self-operated retail stores. We may also consider
to engage distributors when we estimate that it is difficult and costly for usto open self-operated retail
stores at the initial stage while the distributor candidates possess stronger local resources. We select
distributors based on a number of factors, including, among others, their local resources and
experiences, access to sales channels (such as specialty stores, supermarkets, hotels and karaoke
establishments), understanding of our company, brand, culture, products, business model and ability
to work with us effectively, industry experiences, marketing capabilities, as well as their historical
operational performance and legal compliance status.
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Moreover, we require our distributors to comply with the distribution agreements they entered
into with us, in order to minimize the competition among our self-operated retail stores and the stores
operated by our distributors. Subject to our distribution agreements, our distributors are only allowed
to sell our products in the designated premises and we periodically conduct on-site inspections in
order to ensure that our distributors are in compliance with the requirements provided in our
distribution agreements.

Our eight distributors as of June 30, 2016 had business relationships with us for approximately
two years. The following table sets forth changes in our distributors for the periods indicated:

Six Months
Year Ended December 31, Ended June 30,
2013 2014 2015 2016
At beginning of the period....................... 18 24 19 6
Add: new appointments..............c.cceeennnen. 14 3 1 3
Less: termination of appointments............ (8) (8) (14) (1)
At the end of the period.............cccoeevnnnnis 24 19 6 8

All of the distributors are our customers and do not act as our agents. In order to maintain our
brand integrity, leading position and product quality, we place stringent controls on our distributors
in a number of aspects, including entering into written distribution agreements with substantially all
of our distributors. These agreements typically have a term of one year and may be renewed upon
mutual consent. Pursuant to the terms of our distribution agreements, without our prior written
consent, the distributors are not allowed to engage sub-distributors or other third parties to distribute
our products. They are also not allowed to use our trademarks and business names or to distribute our
products outside of the premises or regions as specified in the relevant agreements. Some of our
distribution agreements prohibit our distributors from bundling our products with any other similar
products. The distribution agreements usually contain no minimum purchase requirements. We
generally set sales targets for our distributors under the distribution agreements, and we also review
and assess their performance. We recognize revenue when products has delivered to our distributors
and our distributor has accepted the products. There is no obsolete stock or repurchase arrangement
between our distributors and us. Products sold to our distributors belong to them, except that
distributors can return defective products to us for a full price refund. We generally do not allow
distributors to return their unsold products to us upon termination of the distribution agreements.
During the Track Record Period, the value of returned products by our distributors was insignificant.
We also provide our distributors with training programs to enhance their understanding of our
operational strategies and business philosophy as well as to improve their marketing skills.

Our distribution agreements set forth suggested retail price of our products. We generally require
our distributors to make payments in full before we dispatch products to them. During the Track
Record Period, we sold our products to our distributors at a discount to our retail prices. Depending
on the different product categories, the discount rate typically ranged from 15% to 25% to our
suggested retail prices.
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During the Track Record Period, three distributors were owned by our ex-employees, all of whom
had worked for us for at least five years. In addition to the factors we typically consider in selecting
distributors, including their local resources and experiences, access to sales channels (such as
specialty stores, supermarkets, hotels and karaoke establishments), understanding of our company,
brand, culture, products, business model and ability to work with us effectively, industry experiences,
marketing capabilities, as well as historical operational performance, we chose to cooperate with these
three distributors because we believe their previous employment background with us and their
understanding of us give them a significant advantage over others. The three ex-employee distributors
mainly operated in Hubei Province, Beijing and Guangdong Province, respectively. The distribution
agreements that we entered into with these ex-employee distributors contain the same terms and
conditions that we offer to other distributors. None of such ex-employees had become our distributors
while they were still employed by us. Save as disclosed below, other than the former employment
relationship, none of them had other relationships with us, our Directors, senior management and their
respective associates.

One of our Directors, Mr. Wen Yong, personally extended a RMB5.0 million loan to the
shareholder of Wuhan HXGH to facilitate her capital contribution to Wuhan HXGH. The loan carried
an interest rate of 1.5% per annum and had a term of three years. The loan had been fully repaid by
the shareholder of Wuhan HXGH as of the Latest Practicable Date. Other than this, none of our
Company, our Directors, senior management or respective associates had provided any assistance to
our distributors.

In July 2015, the three ex-employee distributors agreed to join together as a single distributor.
One of these three ex-employee distributors established a company, Wuhan HXGH, in July 2015, and
were joined by the other two ex-employee distributors as senior management in August and
September, 2015, respectively. Wuhan HXGH replaced the three ex-employee distributors and entered
into a new distribution agreement with us. The terms and conditions of this new distribution agreement
with Wuhan HXGH are generally the same to those of the agreements previously entered into with
other distributors.

In 2013, we added 14 new distributors to help expand our retail network. By taking into account
our distributors’ historical performance as well as our strategic focus on the self-operated business
model, we made a strategic decision to optimize our management resources over the various forms of
distributorship model by streamlining and consolidating our distributors during the Track Record
Period to Wuhan HXGH. As aresult, we have terminated the distributor relationship with some of our
distributors and the number of our distributors decreased from 24 as of December 31, 2013 to six as
of December 31, 2015. As of December 31, 2013, 2014 and 2015, the numbers of authorized retail
stores operated by our distributors were 32, 28 and 26, respectively. As of June 30, 2016 and the L atest
Practicable Date, we had eight and nine distributors, respectively, which in aggregate operated 18 and
20 authorized retail stores. As certain of the terminated distributors have become sub-distributors
(upon our written consent after considering a number of factors, including the level of competition in
their regions) of Wuhan HXGH, and Wuhan HXGH further optimized its management resources,
Wuhan HXGH operated a total of 15 authorized retail stores as of the Latest Practicable Date and
revenue derived from Wuhan HXGH was approximately RMB25.4 million and RMB48.0 million in

— 140 —



BUSINESS

2015 and the six months ended June 30, 2016, respectively. Our revenue generated by distributors with
whom we terminated distribution relationships during the Track Record Period was insignificant. This
consolidation has streamlined the retail store network operated by our distributors and enabled us to
improve our management of distributors.

Consignment Arrangements

During the Trade Record Period, we entered into consignment agreements with third-party
partners to establish stores under the consignment arrangement with the aim to leverage their
attractive store locations. We believed that under these arrangements we can take advantage of the
local knowledge, network and resources of third-party partners to expand our retail network in areas
where there is growth potential. As of December 31, 2013, 2014 and 2015, we had a total of six, six
and nil third-party partners under consignment arrangements, respectively, operating five, eight and
nil authorized retail stores, respectively, and selling our products through supermarkets. Revenue
derived from these third-party partners under consignment arrangements amounted to approximately
RMB42.0 million, RMB53.1 million and RMB36.9 million in 2013, 2014 and 2015, respectively.

To optimize our management resources, we had terminated all consignment arrangements in
2015. The following table sets forth the changes in our third-party partners under consignment
arrangements for the periods indicated:

Year Ended December 31,

2013 2014 2015
At beginning of the period............ccccoovieiiiinnens 3 6 6
Add: new consignment arrangements.................. 3 2 0
Less: termination of arrangements...................... (0) (2) (6)
At the end of the period.........cccoooeeviiiiiiiiiiiinnennns 6 6 0

We grant a credit term of up to 69 days to some of our third-party partners and the payments are
calculated and settled based on the actual sales volume. We generally share with our third-party
partners an agreed percentage (with our share ranging from 70% to 88%) of the store revenue
generated from our product sales or a fixed amount of payment. Pursuant to terms and conditions of
some of the consignment agreements, we are required to make deposits to our partners to secure the
attractive store locations, which deposits are to be fully refunded to us upon termination of
agreements. We are also generally required to bear the set-up costs of newly established stores under
consignment arrangements and all operational expenses associated with store operations. In addition,
some of the consignment agreements prohibit us from opening other new stores within a certain radius
from the store under consignment agreements.
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Other Sales Channel

As of the Latest Practicable Date, to supplement our self-operated retail store network, we had
two vending machines in Hangzhou, which generally incur relatively low setup and maintenance costs
and are supported by our self-operated retail stores located nearby. Our vending machines are
strategically located in places where we believe have high levels of pedestrian traffic but are not
covered by our existing retail store network, such as in railway station. Customers can conveniently
select and purchase our products from our vending machines, which accept cash. We believe that our
vending machines help increase our brand awareness and availability of our products.

Customer Services

We operate a customer service hotline that is available 15.5 hours a day and 7 days a week to
respond to customer inquiries and complaints and to collect their feedback. We typically require our
customer service staffs to respond and report internally to the relevant departments within 24 hours.
In addition, we also actively communicate with existing and potential customers through various
social media platforms, such as Weibo and WeChat. In addition, our customer service staff proactively
conduct on-site visits and telephone surveys on selected members to better understand our customers’
feedback.

In 2013 and 2014, we launched internal contests for outstanding quality and services among our
self-operated retail store network. Our headquarters reviewed the performance of each store in terms
of its service quality through phone call interviews as well as feedbacks provided by our customers.
We also arrange “secret customers” to visit our stores to collect first-hand information. Through these
measures, we are able to further enhance our quality and service standards across our self-operated
retail store network and reward outstanding stores and individual employees.

Membership Program

We have established a membership program to further enhance our customer loyalty. As of June
30, 2016, we had issued approximately 3.0 million valid membership cards. During the Track Record
Period, our members on average deposited approximately RMB227 every time and the total prepaid
amount deposited in each period by our customers increased from RMB85.0 million in the year ended
December 31, 2013 to RMB153.6 million in the year ended December 31, 2014 and further to
RMB246.9 million as of December 31, 2015. Our customers also deposited RMB195.6 million in the
six months ended June 30, 2016, indicating customers’ high-level of confidence in us and their strong
willingness to purchase our products in the future. Please also refer to “Financial Information — Net
Current Assets/Liabilities — Other Payables and Accruals” for more details about the prepaid deposits
of our membership cards.
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Our customers can apply for our membership cards at our retail stores. The use of our
membership cards is subject to the terms and conditions published by us, which are subject to our
amendment from time to time in accordance with the relevant laws and regulations. There is no
minimum deposit requirement for our membership cards. The deposited amounts are generally not
allowed to be cashed out. If a member intends to terminate the membership and cancel the membership
cards, the unused deposits will be returned to such customer upon the request. Our membership cards
do not have an expiry date. Our members are eligible for our promotional activities and redeem
products or gifts by using cumulative membership points. We offer birth month gifts to members and
arrange on-site visits to our processing facilities to facilitate their understanding of our corporate
culture and lifestyle and further enhance the customer loyalty.

On the other hand, this membership program facilitates our collection of certain valuable
customer data, such as their product preference, purchasing pattern, payment options and other
geographic or demographic information, which are captured by our ERP system. Through data mining
and analysis, we are further able to implement precise marketing initiatives that better address a
customer group’s preferences and demands, which in turn, effectively improve our customer
stickiness. We are in the process of developing a consolidated member database by combining
customer data collected from both online and offline channels. Upon the launch of this consolidated
database, members are able to use one membership account to make purchases at our physical retail
stores and online stores. Privileged services currently available offline, such as membership point
accumulation and redemption, discounted purchases and gifts, will also be available for online
purchases, which in turn, may further improve customers shopping experiences and increase customer
loyalty.

Membership cards can only be used in our self-operated retail stores and authorized retail stores
operated by our distributors; therefore, it is an effective measure to identify counterfeit stores. See “—
Internal Control Measures — Protection against Counterfeit Stores” below for more details.

As advised by our PRC legal advisor, based on the discussion with government authorities,
including the Office of Market Order of Department of Commerce of Hubei Province, Office of
Currency Order of Beijing Municipal Commission of Commerce and Office of Market Order of Tianjin
Commission of Commerce, or the compliance certificates issued by competent government authorities,
mainly the local level Bureaus of Commerce of regions where we conduct business operations, our
membership program and prepaid arrangements comply with all relevant PRC laws and regulations in
all material aspects.

Product Warranty and Recall Policies

Substantially all of our MAP products have a shelf life of five to seven days and our vacuum
packaged products typically have a shelf life ranging from 90 to 180 days, each from the production
date. Our retail stores examine our products again before they are checked out to minimize the
possibility of defective products. We have established a stringent product recall policy. We also
conduct periodic recall drill to test and improve our emergency response system.

Our ERP system enables us to track all material information of our final products, allowing us
to efficiently identify and locate defective batches of products in cases of emergent recalls. As our
sales personnel scans the barcode at the point of sales, any defective and expired product will be
identified and prohibited from being sold to customers.
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During the Track Record Period, we have not encountered any material product recall. During
the Track Record Period, we had also not experienced any material customer complaints with respect
to our product quality.

OUR PRODUCTION
Production Process

We do not engage in the raising or slaughtering of poultry. Instead, we engage in the
deep-processing of braised food, in particular, ducks and duck parts. We purchase raw materials from
third parties, mainly primary-processed frozen processed ducks and duck parts. We then process and
package the products at our own processing facilities and sell through our sales channels, mainly our
self-operated retail stores. The chart below illustrates the key stages of our processing processes that
are generally applicable to most of our braised products:

Raw Material Preparation
v
Defrosting, Cleaning and Selecting
v
Blanching and Braising
v
Cooling and Sorting
v
Weighing and Packaging

\

v v

MAP Vacuum Packaging
v v
Gas Flushing and Packaging with Vacuum-sealing
MAP Films
v v
Metal Detector Testing High Tempergt.ure .Steaming for
Sterilization
v v
Labeling External Packagigg, Drying
and Labeling

v

Sampling Quality Check and Storage

Raw Material Preparation

We procure ducks and duck parts from reputable qualified poultry companies in China. In
addition, we source spices from their regions of origin to ensure consistent quality and competitive
pricing. For more details regarding our suppliers and procurement policies, see “— Raw Materials and
Suppliers” below.
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Defrosting, Cleaning and Selecting

Before we commence the braising process, we defrost frozen ducks and duck parts and clean all
the raw materials properly and thoroughly. Certain duck parts are also pickled before they enter into
the braising process. Ducks are mainly roasted by adopting our unique and traditional techniques.
Processed raw materials that cannot meet our quality specifications, such as weight, size, shape and
color, will be identified and excluded from the next processing step.

Blanching and Braising

Blanching removes the unpleasant odor of meat, which also makes our final products more
fragrant and tasty.

After blanching, the processed ducks and duck parts are braised by immersing them completely
in our specially developed master stock. Our technicians produce the braising sauce by mixing various
spices, such as dried chili, black pepper, etc., with sauce based on a preset standardized formula.
Subject to the different raw materials, the braising process generally takes 10 to 70 minutes.

Cooling and Sorting

After braising, the products are sorted and separated based on the weight and shape and the
residual spices will be removed. Separated braised products are then placed on conveying carriers for
cooling.

We are currently developing machinery to accomplish the cooling and sorting processes
automatically, which will further enhance our operational efficiency, and lower the temperature of
final products in a shorter period of time, helping to better preserve the flavor and ensure the quality
of our products.

Weighing and Packaging

MAP

To ensure product quality and hygiene, we trial launched our MAP products in 2012, which had
been fully launched in mid 2014. We mainly import the production lines as well as some of packaging
materials for our MAP products from Germany. These packaging materials are specially produced by
low density polyethylene and polyester materials, each of which has a specific range of oxygen
permeability, water vapor transmission rate and transparency. These features are critical to the sealing
reliability of our MAP products and ensure our MAP products are easy to open by our customers.

For our major products, small-sized MAP packages generally range from 80 g to 200 g and
large-sized MAP packages generally range from 150 g to 320 g, depending on the types of products.
The final products are weighted and then packed in accordance with the relevant standardized
specifications.
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Vacuum Packaging

Alternatively, final products are weighted and packaged and are then processed by vacuum
sealing machines. The sealed packages are sterilized by high temperature and pressure steaming for
10 to 15 minutes, depending on the type of the products, in order to meet the standards of commercial
sterility. High temperature restrains growth of bacteria and microbes and may significantly extend the
shelf life of our final products. We conduct sampling tests on every batch of the final products to
ensure they are properly sealed and sterilized.

In 2015, we commenced to offer individually-packed vacuum packages which are small vacuum
packages with individual products. Such individually-packed vacuum packages are packed in
accordance with the relevant standardized specifications.

Barcoding, Sampling Quality Check and Storage

Every package is labeled with a designated traceable barcode, a unique electronic identification
that archives its product name and net weight. Barcodes of our MAP products also contain batch
numbers that archive additional information, such as manufacturing time and date and production line.
Our ERP system keeps track of all such barcodes, allowing us to trace the status of each product in
storage or in transit until it is sold to our customers.

We conduct sampling checks on each batch of products to ensure that our final products have
fully met our quality requirements.

With the support of stringent temperature control, our final MAP products will then be packed
and stored in our storehouses before delivering to our self-operated retail stores or distributors. Our
final vacuum packaged products are stored at our warehouses for five or seven days depending on the
air temperature, for sealing and complete sterilization. Only the batch of vacuum packaged products
which passes our sample checks can be released and dispatched.

Processing Facilities

As of the Latest Practicable Date, we had two processing facilities with an aggregate site area
of 53,438 square meters, located in two major cities in China, namely Wuhan of Hubei Province and
Shanghai. We also plan to construct additional processing facilities to increase our production

capacity.

MAP products are produced at each of our two processing facilities while vacuum packaged
products are currently only produced at our Wuhan facility. We expect to add production lines for
vacuum packaged products at our planned new processing facilities.

The table below sets forth a summary of production capacity in terms of the number of products
and utilization rates for our MAP products in our current facilities for the periods indicated.

Year Ended December 31, 2013 Year Ended December 31, 2014
Designed Designed
Production Production Utilization Production Production Utilization
Capacity @ Volume Rate @ Capacity @ Volume Rate @
(boxes)  (tons) (boxes) (tons) (boxes)  (tons) (boxes) (tons)
Wuhan Facility
MAP products®........ 26,418,000 7,236 19,820,000 5,429 75.0% 75,248,000 19,390 60,440,000 15,575 80.3%
Shanghai Facility
MAP products™........ 3,960,000 1,077 1,390,000 378 35.1% 8,660,000 2,048 7,440,000 1,760 85.9%
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Year Ended December 31, 2015 Six Months Ended June 30, 2016
Designed Designed
Production Production Utilization Production Production Utilization
Capacity @ Volume Rate @ Capacity® Volume Rate®
(boxes)  (tons)  (boxes) (tons) (boxes)  (tons) (boxes) (tons)
Wuhan Facility
MAP products®........ 102,359,000 26,355 85,130,000 21,919 83.2% 55,603,000 13,863 51,510,000 12,843 92.6%
Shanghai Facility
MAP products™........ 19,620,000 4,587 13,540,000 3,166 69.0% 11,121,000 2,607 8,219,000 1,927 73.9%
Notes:

(1)  The designed production capacity is the number of boxes of MAP products that each product line can produce in the
relevant year/period, which is calculated based on the production of standardized products and the actual amount of
working hours of the machinery, assuming 16 hours per day in the Wuhan facility and 8 hours per day in the Shanghai
facility. The number of days for the year ended December 31 and the six months ended June 30 is 365 days and 181 days,
respectively. The designed capacity of MAP products in terms of tons is calculated based on the design capacity in terms
of number of boxes and the actual average weight per box based on the actual product mix produced in the relevant
year/period.

(2)  The utilization rate is calculated based on the production volume divided by the designed production capacity in the
relevant year/period.

(3)  We operated four, seven, eight and eight production linesin 2013, 2014 and 2015 and the six months ended June 30, 2016,
respectively, for MAP products in Wuhan facility.

(4)  We operated two, two, three and three production lines in 2013, 2014 and 2015 and the six months ended June 30, 2016,
respectively, for MAP products in Shanghai facility.

In addition to MAP, we also produced unpackaged products in 2013 and 2014 and vacuum
packaged products during the Track Record Period. The designed and actual output volume of these
production lines may be varied dependent on a number of factors, including the type of products to
be produced, their respective specifications, working hours of the machinery, etc. In addition, subject
to the type and specifications of vacuum packaged products to be produced, the vacuum sealing
machines for the final packaging stage of vacuum packaged products is subject to constant manual
adjustments by our employees, the output volume of which may be varied depending on the
proficiency of these employees. As such, the production capacity and utilization rate of our production
lines for unpackaged and vacuum packaged products cannot be ascertained objectively.

From January 2012, we leased a processing facility in Shenzhen to meet the anticipated demand
in the southern China region. This leased facility had an aggregate floor area of approximately 3,800
square meters and had three MAP production lines with a total designed annual production capacity
of 11,642,560 boxes. As the production capacity of the Shenzhen facility was not scalable due to its
size which was not sufficient to meet the surge in demand in the southern China region since 2014,
and taking into account the upcoming expiry of the lease, the benefits of consolidating production in
larger facilities and the landlord’s inability to rectify certain title defects as well as the lack of certain
environmental related permits, we relocated the majority of production lines and personnel in this
Shenzhen facility to our Wuhan facility in July 2015. As a result, the production capacity as well as
the utilization rate of MAP production lines of our Wuhan facility increased after the relocation further
to our business expansion. We also have not experienced any significant increases in our overall
production costs or significant delays in our operation schedule due to such relocation. Given that the
lessee entity is not owned by our Group (but by Wuhan ZHY Holdco) and has since been de-registered,
our Directors, as advised by our PRC legal advisor, are of the view that any past defects relating to
the Shenzhen facility would have no legal consequence to us.
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During the Track Record Period, the utilization rate at our Wuhan facility gradually increased,
primarily due to our continuous business growth. During the Track Record Period, the utilization rate
of our Shanghai facility was relatively low, which was primarily because we had been in an early stage
of our regional expansion into eastern China area and the customer demands for our products had not
been fully stimulated. Our Shanghai facility commenced the production of MAP products since April
2013 which resulted in a lower annualized utilization rate in 2013 compared with 2014. Its utilization
rate decreased from 2014 to 2015 which was mainly attributable to the addition of one production line,
resulting in an increase in the total production capacity. Moreover, due to the nature of our products
which typically have a short shelf life, we prudently manage our production schedules and
strategically set aside a small portion of our available production capacity to respond to relatively
higher market demands during long public holidays and summer vacations. Despite our current
available production capacity, we intend to continue to establish more processing facilities as we
expect that there remain huge growth potentials of casual braised food in China. According to Frost
& Sullivan, the market size of casual braised food in China is expected to continue to grow from
RMB52.1 billion in 2015 to RMB123.5 billion in 2020, with a CAGR of 18.8%. Due to the short shelf
life of our products, additional processing facilities are able to better support our different regional
markets by ensuring the quality and freshness of our products. Furthermore, additional processing
facilities in various regions are also expected to reduce our logistics costs.

We are constructing the Phase Il Wuhan processing facility, which is expected to be completed
by the end of 2016. The Phase Il Wuhan processing facility will contribute additional production
capacity once it commences commercial operation. We also plan to construct another processing
facility in Dongguan, Guangdong Province, for which we have obtained a parcel of land. The detailed
construction plan and estimated timeline for this planned processing facility are still being formulated
by the management subject to the market conditions and our business requirements. In the future, we
expect the new Dongguan facility to be the principal production base for the southern China region.
We expect to produce MAP and vacuum packaged products at both the Phase |11 Wuhan facility and
the Dongguan facility. In addition, we plan to establish additional processing facilities in eastern,
southwestern and northern China. We expect to substantially enhance our ability to offer efficient
delivery services after an online order is made upon the completion of these processing facilities. The
table below sets forth certain information relating our expansion plans for processing facilities in
Wuhan, Hubei Province and Dongguan, Guangdong Province subject to our current estimates and
business plans.

Actual/Expected Expected Estimated
Date of Completion Staff Costs
Commencement Date of Planned Estimated Estimated Planned relating to the
Processing of Construction/  Construction/  Annual Product Capital Annual New Staff Additional
Facilities Expansion Expansion® Capacity Expenditures®  Depreciation  Recruitment Staffs
Phase Il Wuhan... December 2014  December 2016 88,300,800 boxes, = RMB215.7 RMB14.1 30® RMB2.5
or 22,000 tons million million million
Dongguan............ in the fourth by 20184 94,187,520 boxes, RMB300 million RMB15.9 370 RMB35.2
quarter of or 23,500 tons million million
2016

Notes:

(1)  We expect to commence the production in the new facility as soon as its construction is completed and the inspection
by the relevant government authorities is finished.
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(2)  Inaddition to the proceeds will we receive from this Global Offering, we currently expect to fund the remaining portion
from the working capital generated from our operation for these expansion plans.

(3) We also plan to relocate certain existing staff at our current Wuhan facility to this new Phase || Wuhan facility.

(4)  We are currently in the preparation of going through the requisite administrative procedures for the construction of our
Dongguan facility. We will commence the construction as soon as the relevant administrative procedures are completed
and we have obtained the relevant approvals or certificates.

In addition to the Phase |1 Wuhan facility and the new Dongguan facility, we also plan to utilize
a small portion of the proceeds from this Global Offering to upgrade the production equipment in our
current Shanghai facility. We currently do not expect to recruit additional staff and incur additional
staff costs in connection with these upgrades.

During the Track Record Period, duck and duck part products accounted for approximately over
70% of our total output volume. Most of the product processing sessions for duck and duck part
products are almost identical except for certain upstream processing sessions relating to braising and
stewing, which provides us with significant flexibility to adjust our production capacity for different
products as required based on changing demand while maintaining high utilization rate of our
production lines.

Major machinery and equipment in our processing facilities include steam-jacketed kettles,
cooling tunnels and separating machines as well as automated MAP production lines. We own all of
our production machinery and equipment. The average expected useful life and replacement cycle of
MAP packaging machines is approximately 10 years and the depreciation rate we adopted is 9.5%. As
of the Latest Practicable Date, the average age of our MAP packaging machines was approximately
2.7 years. The average expected useful life and replacement cycle of boilers for food braising ranges
from 5 to 8 years and the depreciation rate we adopted ranges from 11.9% to 19.0%. As of the Latest
Practicable Date, the average age of our boilers was approximately 5.2 years. The average expected
useful life and replacement cycle of labeling machines is approximately 8 years and the depreciation
rate we adopted is 11.9%. As of the Latest Practicable Date, the average age of our labeling machines
was approximately 2.7 years. Please refer to the Accountants’ Report set out in Appendix | to this
prospectus for more details about our accounting policies adopted for depreciation. We implement a
comprehensive maintenance system for our facilities and equipment, including scheduled downtimes
for maintenance and repairs and regular inspections on the status of the machinery and equipment
while ensuring the overall utilization rate of our production lines to support our purchase orders. We
did not experience any material or prolonged interruptions to our production process due to equipment
or machinery failure during the Track Record Period.

RAW MATERIALS AND SUPPLIERS
Raw Materials

We do not engage in upstream poultry processing and do not raise or slaughter any poultry.
Instead, we purchase raw materials from third parties, mainly processed frozen ducks and duck parts
from reputable domestic poultry companies. We primarily procure two breeds of ducks, namely diving
ducks (Jiit #§) for our duck products, and white-Pekin-ducks (FE#k £ #5) for our duck part products. We
specially select diving ducks weighing approximately 1.4 kg to 1.7 kg and white-Pekin-ducks
weighing approximately 5.8 kg to 6.3 kg.
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During the Track Record Period, we purchased approximately 30,000 tons, 39,100 tons, 52,450
tons and 24,100 tons of ducks and duck parts, respectively, in 2013, 2014 and 2015 and the six months
ended June 30, 2016, which accounted for the largest portion of our total raw material cost. During
the Track Record Period, procurements of ducks and duck parts amounted to approximately RMB341.7
million, RMB538.9 million, RMB748.1 million and RMB325.2 million, respectively, in 2013, 2014
and 2015 and the six months ended June 30, 2016, accounting for approximately 70.4%, 72.5%, 75.1%
and 72.2% of our total procurement costs in such periods.

We also procure various spices mainly for the production of our braising sauces, such as dried
chili, black pepper, etc. We source spices from their regions of origin to ensure consistent quality and
competitive pricing. We generally conduct collective procurement for spices once a year at then
prevailing market prices.

Similar to duck parts, we purchase other poultry, red meat and vegetables from reputable
domestic suppliers.

In addition, we procure various packaging materials for our MAP and vacuum packaged products
from domestic and overseas suppliers. In particular, we purchase MAP containers, which are wrapped
by high-barrier thin plastic packaging films. These containers and films are specially produced by low
density polyethylene and polyester materials, each of which has a specific range of oxygen
permeability, water vapor transmission rate and transparency. These features are critical to the sealing
reliability of our MAP products and ensure our MAP products are easy to open by our customers.

Raw material costs generally increased during the Track Record Period, which was consistent
with the overall local economy. For example, due to the outbreak of H7N9 avian flu in 2013 which
constrained the potential price increase of ducks and duck parts during that year, we experienced a
significant increase in costs of ducks and duck parts in 2014 resulting from the recovery from the
avian flu. In addition, certain major duck and duck part suppliers in China raised their selling prices
in early 2015. Raw material costs continued to increase in 2015, which increase was partially offset
by the impact of favorable VAT tax exemption policies for agriculture products effective from April
1, 2015 that are applicable to our Wuhan processing facilities and effectively increased the relevant
deduction rate with respect to our raw material procurement. In anticipation of a potential price
increase, we increased our inventory of certain major raw materials, such as duck necks and duck
collarbones, in late 2015 to better control our costs. See “Financial Information—Significant Factors
Affecting Our Results of Operations—Raw material costs” for more details on our raw material costs
and ‘Financial Information—Description of Major Components of our Results of Operations—Cost of
Sales” for more details on the sensitivity analysis on the fluctuation in raw material costs during the
Track Record Period. See “—Inventory Management” below and “Financial Information—Net Current
Assets/Liabilities—Inventories” for more details on our inventory control measures.

Suppliers and Procurement Policies
Currently all of our key raw materials are sourced from domestic suppliers. All of our suppliers
are required to comply with the relevant laws and regulations as well as the quality standards provided

by us under the supply agreements with respect to their ducks, duck parts and other supplies. See “—
Product Safety and Quality Control” below. We typically retain multiple suppliers for each of our
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major raw materials and all of them are independent third parties. Due to the frequent price
fluctuations of raw materials, we usually do not enter into long-term agreements with our suppliers.
Our typical supply agreements have a term of one year subject to annual review and renewal. We
monitor the market price and trends of raw materials. Our supply agreements also set forth detailed
quality standards and specifications for the raw materials. For ducks and duck parts, the suppliers are
required to present to us relevant quality inspection certificates in connection with the products to be
delivered to us. In addition, the suppliers are required to deliver the products to our designated
facilities pursuant to the agreements and the products are subject to our inspection upon arrival. We
generally are responsible for transportation fees. In case of any quality defects that are not due to our
negligence in storage, the suppliers are responsible for a replacement promptly, or we may deduct the
payment of such defected products directly. We generally settle payments with our key raw material
suppliers twice a month subject to the actual delivered amount and the purchase price as mutually
agreed. We may from time to time enter into strategic cooperative agreements with key suppliers, in
order to strengthen the business relationships and further secure sufficient supplies of our raw
materials. In addition, our long-term stable business relationships with such suppliers also enable us
to minimize the risks of unexpected fluctuation in raw material prices.

Depending on the actual production plan, we generally place purchase orders under the supply
agreements, which sets forth the amount or quantity, quality specifications, payment terms and
delivery schedules. We currently review and adjust the purchase prices under purchase orders for our
major raw materials on a monthly basis. The lead-time for our individual purchases generally ranges
from three to five days, subject to the location and the means of transportation. During the Track
Record Period, we had not encountered any material delay in the delivery of our raw materials that
interrupts our operations. We have also not encountered any material disruption of our business
resulting from a shortage of raw materials in the past and we do not expect any material difficulties
in procuring such raw materials in the future.

Our major duck suppliers are qualified industrialized poultry companiesin Chinawhich typically
engage in integrated upstream operations including hatching, slaughter, frozen and distribution. Since
our inception, we have established long and stable business relationships with a large number of
poultry companies. In the years ended December 31, 2013, 2014 and 2015 and the six months ended
June 30, 2016, we transacted with 65, 67, 53 and 41 third-party duck suppliers, respectively, most of
which had cooperated with us for over four years. During the Track Record Period, aggregate
purchases from our top five suppliers in terms of dollar amount in aggregate accounted for
approximately 27.3%, 26.1%, 32.5% and 27.6%, respectively, of our total purchase cost in 2013, 2014
and 2015 and the six months ended June 30, 2016. Purchase from our largest supplier in terms of dollar
amount accounted for approximately 7.2%, 7.8%, 13.9% and 7.1%, respectively, of our total purchase
cost in such periods. During the Track Record Period, we terminated business relationships with 15,
27, 15 and four duck and duck part suppliers, respectively, in 2013, 2014 and 2015 and the six months
ended June 30, 2016. The reduction in the number of duck and duck part suppliers was primarily a
result of our stringent quality controls, as we prefer to have continual business relationships with the
higher quality suppliers. The terminations did not include any major supplier of ours and included
certain newly identified suppliers providing ducks and duck parts to us on a product trial basis.
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Although we transact with our suppliers and constantly review their quality on an individual
basis, some of our suppliers are controlled by two groups in China’s poultry industry, namely Liuhe
and Yike. Historically, we purchased ducks and duck parts through poultry wholesalers. As our
business continued to grow, we identified that most of our scalable suppliers of ducks and duck parts
were subsidiaries of Liuhe and Yike. Seeing an opportunity to achieve operational efficiencies and
leveraging our economies of scale, we approached Liuhe and Yike directly in 2012 with a view to
having them to act as facilitators of our supply chain. During the Track Record Period, the group
companies designated by Liuhe and Yike coordinated for us where the capacity for the required
volumes and quality are available among their respective group companies. The aggregate purchases
from subsidiaries of Liuhe and Yike accounted for approximately 59%, 64%, 65% and 66% of our total
purchase cost in 2013, 2014 and 2015 and the six months ended June 30, 2016, respectively. We have
endeavored to balance our procurement schedules from Liuhe, Yike and other suppliers. In addition
to the subsidiaries of Liuhe and Yike, we transacted with 12, 14, 13 and five other duck and duck parts
suppliers in 2013, 2014 and 2015 and the six months ended June 30, 2016, respectively. We believe
duck and duck part suppliers are readily available in China and we are able to secure sufficient
supplies in atimely manner at comparable cost if Liuhe and Yike fail to provide us with raw materials
in the quantity and quality meeting our requirements. Poultry industry in China is generally
competitive and fragmented and has a large number of multinational, national and regional poultry
companies. Therefore, we believe there are numerous alternative duck and duck parts suppliers that
we can transact with.

We place a significant focus on the quality of processed ducks and duck parts which have a
material and direct impact on the quality of our final products, and in turn, our reputation. Therefore,
we select our duck suppliers with extra care based on our own stringent evaluation and assessment
criteria. To initiate the supplier selection procedure, our procurement department collects information
of candidates and their products for the sample production testing. Our quality control department
subsequently conducts comprehensive reviews on candidates that have passed the initial sample
testing. We consider a wide range of factors in selecting and retaining a duck supplier, including
overall track record, expertise and experience, product quality and quality control measures,
production capacity and efficiency to meet our delivery timelines, financial condition and reputation.
We also conduct an annual evaluation on all of our duck suppliers at each year end in order to review
their performance and replace unqualified ones.

None of our Directors, their respective associates or any of our shareholders holding more than
5% of our issued share capital after the Global Offering, to the knowledge of our Directors, held any
interests in any of our five largest suppliers during the Track Record Period.

PRODUCT SAFETY AND QUALITY CONTROL
Product safety and quality control are of paramount importance to our reputation and business.
As such, we implement stringent product safety and quality control standards and measures throughout

our entire product processing processes, covering raw material supply chains, logistics, product
processing, inventory and sales channels, to ensure the full safety and high quality of our products.
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As of the Latest Practicable Date, we had established a quality assurance center with 67
employees, among which four hold a master’'s degree and 45 hold a bachelor’s degree. The quality
assurance center is currently led by Mr. Guo Chengxiang, our quality assurance director who has over
five years of technology and quality assurance related experience in pharmaceutical and biotech
companies and had worked with Nanjing Christine Foodstuff Co., Ltd., a well-known food company
in China for three years prior to joining us. During the Track Record Period and up to the Latest
Practicable Date, we had not encountered any material product safety incidents.

Our quality assurance center directly reports to the supervising senior management and is
responsible for, among other things:

° establishing and enforcing quality standards and building teams responsible for quality
assurance;

° establishing product safety and quality assurance policies and management systems at
headquarters and store levels and ensuring the effective implementation of such systems;

° collecting laws, regulations and policies relating to product quality and food safety and
enhancing internal compliance controls;

° analyzing, evaluating, preventing and managing potential product safety risks; and

° monitoring the implementation of local store-level quality control measures.

The quality control personnel at our local levels are required to strictly comply with our product
safety and quality control policies and procedures, such as conducting daily quality monitoring,
maintaining quality management records and timely reporting to the headquarters.

Supplier Quality Control

All of our suppliers are required to comply with the relevant laws and regulations during their
production and processing progresses. Since currently there is no well-established national industry
standard relating to quality control in the casual braised food industry in China, market players have
been adopting their respective internal quality standards formulated by themselves by referring to the
requirements stipulated by the relevant laws and regulations. Our suppliers are required to comply
with the stringent quality standards provided by us under the supply agreements with us. According
to Frost & Sullivan, partially attributable to our stringent quality standards on procurement, our
products are in better quality as other market players have more or less been exposed by public media
regarding major consumer complaints and quality issues. With respect to supplies of ducks and duck
parts, before we determine to contract with a duck supplier, we conduct on-site visits and evaluate
samples provided by the potential candidate in accordance with our comprehensive set of technical
criteria. To ensure and maintain the ongoing compliance with high product safety and quality control
standards, we also actively conduct quality inspection and review on our duck suppliers, including
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periodical spot checks and annual inspection on their facilities. During such inspections, we not only
visit the slaughterhouses of the suppliers, including their multiple processing and storage facilities,
but also examine their egg hatching and feed supply chains. We also require our suppliers to provide
detailed medication administration records in order to review the safety of these raw materials.

The relevant suppliers shall keep a comprehensive record of production history of the raw
materials they are supplying to us, as well as the status regarding their compliance with our stringent
standards. We evaluate the performance with respect to quality control of each supplier at each year
end and will terminate relationship with unqualified ones.

Ducks, duck parts and other raw materials delivered to our designated facilities are subject to the
quality inspection jointly conducted by our staffs from quality control, supply chain as well as product
processing departments upon arrival, such as visual inspection on different aspects of the ducks and
duck parts, including color, shape, size and packaging upon delivery. In addition to business licenses,
our suppliers of ducks, duck parts and chicken related products are also required to provide us with
third-party certificates on product quality for inspection, such as animal quarantine certificates and
product inspection reports. Some are also requested to provide a food grading report certified by a
qualified authority if the materials are related to edible foods. We reject and return the delivery
immediately if our quality control inspectors decide that the batch fails to meet the specifications and
standards as provided in our supply agreements. We typically conduct a sampling inspection on each
batch of ducks and duck parts upon delivery.

Processing Facilities Quality Control

Our processing facilities include production working stations, production machinery and
equipment, water and air purification systems, air conditioning systems and water supply and drainage
systems. We establish stringent safety and quality standards at each stage of our product processing
processes in accordance with relevant regulatory requirements, such as GB14881 General Hygiene
Regulation for Food Enterprises and GB/T 27301 Food Safety Management System - Requirements for
Meat and Meat Product Producers, which also cover procedures relating to facility site selection,
working spacing and station design, construction and maintenance, as well as logistics of employees
and products inside the facilities. We separate our processing facilities into several clean zones and
high clean zones based on different processing technologies involved for each product categories.
High clean zones are subject to daily ozone disinfection and spray disinfection. Our production
machinery and production lines are subject to periodic repair and maintenance by using food-grade
materials. In addition, during the production, surfaces of the production machinery are subject to
periodic washing and sterilization.

We require our personnel involved in production activities to follow strict hygiene standards. Our
production personal are required to thoroughly clean themselves and change clothes before entering
into the processing facilities. Depending on their functions and usages, equipment and appliances
directly contacting food products during processing are subject to different detailed sterilization
schedules to ensure sanitation and product safety. We strive to ensure that the production environment,
machinery and equipment at our processing facilities are in compliance with food grade requirements.
In addition, we use different plastic storage containers and labels to identify raw, processed as well
as packed products. Such visualized management system enables our employees to efficiently avoid
cross-contamination. We staff quality controllers to conduct on-site patrol and examination.
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Furthermore, we require that all the raw materials used in the production processes to be strictly
in compliance with applicable laws and regulations with regard to safety and quality. We also conduct
sampling test on semi-finished products to ensure compliance with our stringent quality standards
before proceeding to the next stage of processing.

Material factors to the product quality at each processing session are listed out and monitored
closely according to requirements of the Hazard Analysis and Critical Control Point, or HACCP, in
order to prevent and rectify any potential occurrence of production errors.

As advised by our PRC legal advisor, as of the Latest Practicable Date, we had obtained all
requisite licenses and certificates that are material for food production in China and our Directors
confirm we have never been subject to any material sanctions, fines or other administrative penalties
imposed by the relevant authorities for failing to comply with these requirements.

Inventory and Storage Quality Control

We have established standardized inventory and storage protocols to monitor and improve our
inventory turnover, purchase order achieve rate and inventory and storage accuracy as well as the
traceability of our final products.

Our ERP system tracks inventories by recording each batch of raw materials used and final
products. We are able to efficiently identify and call out the status of our storage level against
real-time store sales, which allows us to plan and adjust production and inventory preparation
schedules. We believe we are one of the few casual braised food companies in China that are able to
monitor and trace the final products back to the key raw material sources.

L ogistics Quality Control

Temperature, hygiene and physical containment of products are among the key aspects of our
logistics quality control. To protect and prolong our products’ integrity, we have implemented cold
chain logistics for delivery and require that the temperature control over products in transit be
maintained below 10°C.

As of the Latest Practicable Date, we had an in-house logistics team with 33 vehicles responsible
for delivery in Hubei Province, 23 of which are equipped with thermal control equipment and GPS
devices. As such, we are able to easily locate our vehicles and constantly control and monitor the
temperature, humidity and sanitization of each batch of our products in transit. The drivers of our
logistics fleet are also required to obtain a health certificate issued by qualified health offices.

We primarily engage local reliable logistics companies to transport products for us. Pursuant to
the agreements we entered into with these logistics service providers, we require these vehicles to
provide cold chain logistics with same standards of our own logistics team. In addition, we require that
such vehicles used for us be thoroughly cleaned, sanitized and shall be inspected by our designated
personnel after each round of delivery, following our quality control standards. We also require the
logistics companies to deliver our products on time, following the delivery counts confirmed by usin
advance and they shall bear the risks of loss in transit. The payments are settled on a monthly basis.
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The agreements with our logistics service providers generally have a term of one year and may be
renewed subject to mutual agreement. During the Track Record Period, we had not encountered any
material delay in delivery of our products to our self-operated retail stores or stores operated by our
distributors that interrupts our operations.

In-store Quality Control

To ensure the product quality and safety, MAP products are subject to stringent requirements in
terms of cold chain logistics, such as standard unloading time and temperature, visual inspection
before collecting and storing products in stores, and periodical examining and recording of
temperatures of refrigerators and room temperature. Expiring products may be disposed at a discount
or as free gifts. We also implement “first-in-first-out” policy at store level when selling products.
Expired products are required to be removed from shelves on the expiration date and we collect and
destroy expired products from retail stores. Our quality control staff may also involve in these
procedures to collect relevant data in order to improve our operations on a regular basis.

We believe that the consistent quality of infrastructures of our storesis a key basis to ensure our
product quality. We have implemented quality standards in terms of store location selection, store
decoration, refrigerator inspection, sanitation, sterilization and maintenance standards, to ensure the
best functionality of our stores. Our stores are also required to comply with our protocols in relation
to hygiene in and outside of the premise, insects, pets and mice control and prevention as well as
temperature controls.

Our quality control staff conduct comprehensive on-site inspections at our retail stores on a
regular basis. They review the status of certificates, licenses, overall hygiene, refrigerator temperature
and insect control as well as record keeping status. Store managers are responsible for timely
following up with the quality control staff to ratify and correct any non-compliance.

As of the Latest Practicable Date, all of our retail stores that are in operation had obtained the
necessary approval and license in connection with self-operated food distribution.

Track Record of Quality Control

We have obtained 1SO 9001 quality management system certification, 1SO 22000 food safety
management system certification and 1SO 14001 environmental management system certification for
our Wuhan facility in 2012, which were renewed in 2015 and will expire in 2018. We expect to apply
for SO certifications for other facilities in the near future.

The table below sets forth the material certifications or licenses we have obtained for our
products or processing facilities and the relevant information as indicated.

Certificate/License Date of Issue Expiry Date Main Content

ISO 9001:2008 Quality June 23, 2015 June 22, 2018 Quality management system
Management System for the design, production,
Certification (Wuhan facility) sales and services for braised

products and semi-solid spices
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Certificate/License Date of Issue Expiry Date Main Content

ISO 22000:2005 Food Safety June 23, 2015 June 22, 2018 Food safety management
Management System system for meat and meat
Certification (Wuhan facility) related product producers and

food safety management
system for spices and
fermented products producers

ISO 14001:2004 Environmental June 23, 2015 June 22, 2018 Environmental management
Management System system for the design,
Certification (Wuhan facility) production, sales and services

for braised products and
semi-solid spices

In 2013 and 2014, certain of our self-operated retail stores located in Nanchang, Shenzhen and
Guangzhou had been imposed administrative penalties by the local food and drug administration
bureaus or the local market administration of the Industry and Commerce Bureaus, primarily because
the bacterial level of the braised products sold at these stores failed to pass the sampling checks
conducted by these food authorities. We believe that the failure to pass such sampling checks was
mainly because the sampled products, which were mainly unpackaged products with a relatively
shorter shelf life, were not preserved properly under the required storage temperature. In 2013 and
2014, our subsidiaries in Nanchang, Shenzhen and Guangzhou paid an aggregate of approximately
RMB22,856 administrative penalties in connection with these incidents.

We have reviewed and enhanced our quality assurance system after these incidents. In particular,
leveraging our advanced processing technologies, we had ceased to offer unpackaged products since
mid 2014, which in turn reduced our exposure to these unpackaged food safety risks. We reviewed and
reaffirmed the responsibilities and execution procedures of our quality assurance center. In late 2013,
our quality assurance center issued a notice to the relevant production departments and reaffirmed that
the transportation of our products shall comply with our stringent logistics requirements and all the
vehicles of our logistics team had been equipped with thermal control equipment and GPS devices, in
order to constantly control and monitor the temperature, humidity and sanitization of each batch of our
products in transit. In 2015, we distributed our store management protocols to our retail stores and
specifically requested the local quality assurance teams to enhance the on-site inspection in order to
identify and resolve any potential quality issue in a timely manner. In 2015 and up to the Latest
Practicable Date, we had not incurred any administrative penalties in relation to food safety.

INVENTORY MANAGEMENT

Our inventory primarily comprises of raw materials we procure and processed products. We
implement inventory control management in order to avoid under- or over-stocking.

We produce an annual master budgeting plan based on our production and sales forecast, which
is subject to periodical adjustment according to actual sales we achieve. Based on on-going actual
production as well as sales activities available from our POS system, we then establish more detailed
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monthly budgeting plans. We adjust our raw material procurement according to our product processing
processes, taking into account lead time required for each type of raw materials, so as to minimize and
maintain our inventory of raw materials at an appropriate level. For example, we typically maintain
ducks and duck parts that will be able to support up to about two weeks of production needs. For spices
that do not occupy significant storage, we conduct annual procurement which generally supports 12
to 14 months of production needs.

Our stores play a significant role in our inventory management. Each store is required to conduct
inventory counts at the end of each day and submit two-day forecast on the following day.

Moreover, our ERP system monitors the inventory level and provides us with real-time
information about purchases, production schedules and supplies of our raw materials, further
strengthening our ability to manage our inventory, raw materials and inventory purchases.

Inlate 2015, in anticipation of future raw material price increases, we strategically increased the
procurement of certain key raw materials, such as duck necks and duck collarbones. This increase in
procurement was a one-off arrangement made in consideration of the material price fluctuations at that
time. We temporarily leased additional warehouses to store these raw materials. These strategic
purchases did not materially affect our inventory management since such inventory was substantially
consumed within three months following the purchases.

SETTLEMENT AND CASH MANAGEMENT

To ensure the authenticity and accuracy of record keeping of customers’ invoices, our front-end
store-level POS system is linked to and monitored by our ERP system on a real-time basis. Our
settlement and cash management manual illustratesin details our POS system front-end operations and
the logistics with respect to collection, safekeeping and depositing of cash. We deposit cash to
designated banks and record the cash receipts and deposits to POS system on a daily basis at each of
our retail stores. To avoid misappropriation and illegal uses of cash, on the second day, our back-end
financial personnel conduct reconciliations among cash deposits as reported by the stores, bank
statements and in-store sale records, and prepare a cash long-and-short daily report to follow up in
case of any discrepancies during the reconciliation.

Store managers are responsible for ensuring the safety of cash received and timely delivery of
cash in full to the designated banks. The cashier machine is accessible only by a limited number of
responsible staff on duty. Cash received are deposited to our designated bank accounts on a daily
basis, including weekend and holidays. We require at least two staff members to deliver the cash
together and we also require such delivery to be done at variable time and routes. We allow each retail
stores to keep a limited amount of cash and changes to be used in its daily operations. In addition, we
keep the key and passcode of the safe at our stores separately.

RESEARCH, DEVELOPMENT AND UPGRADES
We believe that continuous research and development is the foundation of our brand recognition

and is critical in maintaining our leading position in our industry. In order to keep pace with the
changing customer taste and evolving technological developments and to further enhance our
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competitive advantages, we devote resources to research, development and upgrade relating to
products as well as processing technologies. We have established a dedicated research center based in
Wuhan, which had 10 employees as of the Latest Practicable Date, among which four held a master’s
degree in the major of food science and food safety and quality and three held a bachelor’s degree.
The research center is primarily responsible for (i) the research and development of products and
processing technologies, including the development of new products and packaging materials, as well
as processing technology improvements, and (ii) the research and development of equipment,
including processing technology studies, market demand studies, operating efficiency studies and the
development and improvement of production machinery and equipment.

Our research and development efforts are primarily focused on studying and keeping track of
changing customer preferences in order to improve our products’ flavor, given that competition in the
casual braised food industry has become more intensive. We have been continuously improving the
taste of our products, such as making moderation to the braising sauces and product packaging, based
on the feedback collected through our customer surveys. Such feedback provides us with first-hand
information with respect to the satisfaction level and expectations the customers may have for our
products. We also test and adjust the time required for braising and high temperature steaming on a
product-by-product basis, in order to optimize the taste of each product.

Subject to in-depth feasibility studies and the review and approval from the research center, a
small-scale pilot production will be launched for each potential new product and it will be subject to
several rounds of taste testing by the designated experts of the research center and a special tasting
team. The tasting team members also participate in various trainings and contests to ensure the
reliability of the tasting test results. The tasting team is comprised of a broad range of experts from
various departments, such as quality control personnel who possess food related industry experience
and marketing personnel who are familiar with recent market trends and our customers’ preference.

In addition, we also devote efforts to the development and upgrade of processing technologies.
Leveraging our experience with MAP technology, we have influenced provincial standards in relation
to the MAP technology applicable to casual braised food in Hubei Province. We imported our MAP
production lines as well as some of our plastic packaging films from Germany which are not generally
available domestically with the same standards. The films are specially produced by low density
polyethylene and polyester materials, each of which has a specific range of oxygen permeability, water
vapor transmission rate and transparency. Such MAP machinery and packaging films ensure that our
MAP products are not only properly sealed but also easy to unpack by the customers. We are currently
in the process of developing product packaging technologies that may prolong shelf life without
compromising the taste of our products.

Furthermore, we continuously endeavor to enhance the automation level during our production
processes, aiming at enhancing our production efficiency as well asincreasing the product quality. For
example, we installed metal detectors on all MAP production lines, which are able to inspect the metal
foreign objects contained in the packages. In addition, due to the irregular shape of most of our
products, finished products used to be manually packed which had negatively impacted the production
capacity and efficiency. Our research and development modified the shape of trays used for duck
tongue packaging which has significantly increased the efficiency.
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In 2014, we entered into a three-way cooperative framework agreement with Nanjing
Agricultural University and an international packaging material manufacturer in China. Subject to this
agreement, we and Nanjing Agricultural University are jointly conducting a research project in
connection with certain advanced MAP technologies. We expect to continue to leverage the
cooperation with third parties, such as universities and colleges or leading companies in our related
industries, to accelerate and further our research and development efforts.

During the Track Record Period, we recorded research and development expenditures of RMB1.2
million, RMB2.5 million, RMB2.6 million and RMB1.6 million, respectively, in 2013, 2014 and 2015
and the six months ended June 30, 2016.

INTELLECTUAL PROPERTY

As of the Latest Practicable Date, we had obtained four patents for invention, 26 patents for
design and four patents for utility models in the PRC. Our patents are principally related to
technologies and improvement associated with our product processing. In addition, as of the Latest
Practicable Date, we had 206 registered trademarks, 22 pending applications for trademarks and one
pending patent application in the PRC. As of the same date, we also had 11 registered trademarks
overseas. As of the same date, we had 18 copyrights. Details of our registered intellectual property
rights which we consider to be or may be material to our business are set out in “Appendix V —
Statutory and General Information — B. Further Information about our Business — 2. Intellectual
Property Rights of the Group”.

As our brand name is becoming more and more recognized among customers in China, we
believe that protecting and enforcing our intellectual property rights are of significant importance for
our business operation, branding and reputation. We seek to maintain registration of intellectual
property rights that are material to our business under appropriate categories and in appropriate
jurisdictions. On the other hand, a number of proprietary know-how that is not patentable and
processes for which patents are difficult to enforce are also important for us. We expect to rely on
trade secret protection and confidentiality agreements to safeguard our interests in this respect. We
believe that certain elements in our operations are not covered by patents or trademarks. We have
taken security measures to protect such elements.

We have entered into confidential agreements with all of our senior management team as well as
research and development team members, which require these personnel to strictly comply with our
confidentiality requirements.

Despite our efforts to protect our proprietary rights, unauthorized parties may attempt to copy or
otherwise obtain and use our intellectual property. It is difficult to monitor unauthorized use of
technology and know-how. In addition, our competitors may independently develop technology and/or
know-how similar to ours. Our precautions may not prevent misappropriation or infringement of our
intellectual property. During the Track Record Period and as of the Latest Practicable Date, to the best
of our knowledge, we had not been subject to any material intellectual property claims which could
have a material adverse effect on our business or operations.
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AWARDS AND RECOGNITIONS

The table below sets forth some of our major awards and recognitions as of the Latest Practicable

Date:

Awar ds/Recognitions

Issuing Entity

Year of Receipt and Expiry Date

National Key Leading
Enterprise in Agriculture

Industrialization (J2 27 21k

B % B HE A 5€)
Agriculture sci-tech enterprise

(R R A 3E)

A Famous Brand in Hubei

(1AL 4% R E i)

National Good Credit Enterprise

(CESRECE SEHEGE S

Class A Taxpayer in Hubei
Province of the year 2014
(2014736 & AL AN BLN)

Top 100 Private Enterprise in
the city of Wuhan of the
year 2015 (2015 K& 4
#10052)

Best Innovative Enterprise
(R 1 75 A )

Wuhan Key Leading Enterprise

in Agriculture

Industrialization (& % 1 &2 2

FEE S T A% B HE BH A 3K)

Agriculture Ministry

Wuhan Bureau of Agriculture
and Wuhan Science and
Technology Bureau

Quality Association in Hubei
Province

SAIC

Wuhan Tax Bureau

Wuhan Industrial and

Commerce Association, Wuhan

Enterprises Association and
Wuhan Entrepreneurs
Association

Wuhan Light Industry
Association

Wuhan Agriculture
Industrialization Leadership
Team
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EMPLOYEES

As of December 31, 2013, 2014 and 2015, June 30, 2016 and the Latest Practicable Date, we had
atotal of 2,329, 2,877, 3,563, 3,769 and 3,905 full-time employees, respectively. The table below sets
forth our full-time employees by functions as of the Latest Practicable Date:

Number of

Employees %
Store operations and SAlES..........cocieuiiiiiiiiiii 2,319 59.4
MaNUFACTUMING  ..eeeiiii e 764 19.6
Procurement and [OQiStiCS ........couuiiiiiiiiiiei e 248 6.4
FINANCE ... 137 3.5
AAMINISIFALION ..eiiiti e 80 2.1
Research and development and quality control ...............cccoeeeeineees 77 2.0
HUMEN FESOUICES. .....iiiiiiiiiiei e 32 0.8
OIS e 248 6.4

TOLAL ... 3,905 100.0

We currently recruit our employees primarily through on-campus recurring programs and posting
advertisements on recruitment websites. We do not use any employment agencies. Our success, to a
considerable extent, depends upon our ability to attract, motivate and retain a sufficient number of
qualified employees, including research and development personal, sales personal and management.
Therefore, we place strong emphasis on providing trainings to our employees in order to enhance their
professional skills, understanding of our industry and work place safety standards. We design and offer
different training programs for employees at various positions.

We enter into labor contracts with all of our employees. We have developed a performance
evaluation system to assess the performance of our employees annually, which forms the basis for
determining the salary levels, bonuses and promotions an employee may receive. Our sales and
marketing personnel may also receive bonuses based on the sales targets they accomplish, by taking
into account the overall sales performance of the stores in the same regional market in the relevant
period. Under the applicable PRC laws and regulations, we are subject to social insurance contribution
plans. Save as disclosed in “— Licenses, Regulatory Approvals and Compliance” below, we believe
that we have complied with the relevant national and local labor and social welfare laws and
regulations in China in all material respects.

In addition, each of Shanghai ZHY Foods and Hubei Industrial Park established a labor unionin
2013 and 2014, respectively, that represents employees with respect to labor disputes and other
employee matters. Such labor union is not covered by any collective bargaining agreement. We have
not experienced any significant labor disputes which have adversely affected or are likely to have
adverse effects on our business operations.

— 162 —



BUSINESS

In 2015, aformer general manager was involved in allegations that he had exceeded the authority
given to him for his personal gain in the exercise of his duties for our Company in an advertising
campaign and the purchase of a retail shop in Wuhan. We initiated an internal investigation into the
allegations as well as conducted a review of past transactions in which he was involved, and in
accordance with our internal policies referred the matter to relevant authorities. We also agreed with
the general manager concerned that he would resign from our Company with effect from November
2015. While the investigation by the relevant authorities is ongoing, our Directors are of the view that
the allegations, even if found to be substantiated by the relevant authorities, are isolated incidents and
would not have any material adverse impact on our Company. We have also reviewed and enhanced
our internal policies to ensure that appropriate checks and balances were in place with respect to
authorities given to our senior management.

Save as disclosed above, we believe we have maintained a good relationship with our employees
and we did not have any material labor dispute during the Track Record Period.

INSURANCE

As of the Latest Practicable Date, we had not received any material insurance claims against us.
Except for the statutory social insurances as required by the relevant PRC laws and regulations, such
as pension insurance, unemployment insurance, maternity insurance, labor injury insurance and
medical insurance, we do not retain any other insurance policies, such as product liability insurance
and business interruption insurance, to cover our operations. See “Risk Factors—Risks Relating to
Our Industry and Business—We have limited insurance to cover our potential losses and claims” for
more details. We believe that our existing insurance coverage of our business is consistent with what
we believe to be customary for business of our size and type and in line with the standard commercial
practice in our industry.

PROPERTIES

Owned Properties

We occupy certain properties in China in connection with our business operations. These
properties are used for non-property activities as defined under Rule 5.01(2) of the Listing Rules.
Except for the properties set forth in the property valuation report in Appendix Il to this prospectus,
none of our properties has a carrying amount of 15% or more of our consolidated total assets.
Therefore, according to section 6(2) of the Companies (Exemption of Companies and Prospectuses
from Compliance with Provisions) Notice, this prospectus is exempted from compliance with the
requirements of section 342(1)(b) of the Companies (Winding Up and Miscellaneous Provisions)
Ordinance in relation to paragraph 34(2) of the Third Schedule to the Companies (Winding Up and
Miscellaneous Provisions) Ordinance which requires a valuation report with respect to all our Group’s
interests in land or buildings.
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As of the Latest Practicable Date, we owned five parcels of land with a total area of
approximately 153,972 square meters and properties with a floor area of approximately 57,798 square
meters, primarily used for processing facilities, warehouses and administrative offices to support our
business activities and operation in the PRC. These parcels of land and properties are located in
Wuhan, Shanghai and Dongguan. The land use rights for these parcels of land will expire in November
2053, August 2060, March 2062, November 2063 and April 2065, respectively.

Title Certificates of Owned Properties

As confirmed by our PRC legal advisor, we have obtained required certificates and permits for,
and legally own, all of our owned parcels of land and properties, other than two stores which we are
in the process of acquiring. Our PRC legal advisor has advised us that there are no legal impediments
to obtaining the appropriate certificates and permits for such stores, after following and completing
the procedures in accordance with the relevant laws and regulations. As of the Latest Practicable Date,
the ownership of our properties had not been challenged by any third party and we had not been fined
by any regulatory authorities for failure to obtain property ownership certificates.

Properties currently under construction

As of the Latest Practicable Date, we had commenced construction of the Phase II Wuhan
processing facility. Total estimated capital expenditure for the project is approximately RMB215.7
million. As of June 30, 2016, relevant capital expenditure incurred, including land premiums,
construction cost and expenses for purchase of equipment, amounted to approximately RMB189.6
million. We have financed the construction primarily though cash flow from our operations.
Construction of the Wuhan facility is expected to be completed by the end of 2016, and the outstanding
construction costs will be paid by that time. Our PRC legal advisor has confirmed that, as of the Latest
Practicable Date, we had obtained the relevant construction approvals and permits for the facility
under construction.

L eased Properties

As of the Latest Practicable Date, we leased 828 properties in 40 cities with a total floor area
of approximately 29,260 square meters for our self-operated retail stores and office space. As of the
Latest Practicable Date, we maintained a total of 809 leased self-operated retail stores, occupying a
floor area of approximately 25,140 square meters, of which 55 stores were not in operation mainly
because they were obtaining the requisite licenses and certificates for operation, or certain leased
properties were under decoration or had not been handed over to us or under preparation for operation,
or we were terminating the relevant leases due to commercial considerations. Our leases generally
have a term ranging from one year to five years. Due to the nature of our business, we typically |lease
premises with a floor area of 10 to 50 square meters for our self-operated retail stores. We expect to
renew the leases upon their expiry. Except for the properties we leased from the Controlling
Shareholder as set out in “Connected Transactions — Fully Exempt Continuing Connected Transaction
— Master Property Lease Agreement”, all of the lessors are independent third parties.

Transport Hub Stores

Transport hubs refer to public transport infrastructure facilities, such as airports, railway stations
and subway stations, and ancillary facilities surrounding the transport infrastructure. Public transport
infrastructure facilities in China typically have commercial (including food and beverage and other
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retail outlets) and recreational facilities to enhance the vitality and convenience of these facilities. We
define our transport hub stores as our self-operated retail stores located in the transport infrastructure
or the ancillary facilities surrounding the transport infrastructure.

As of the Latest Practicable Date, we leased 203 transport hub stores out of the total number of
809 leased self-operated retail stores, of which 28 stores were not in operation. These transport hub
stores had atotal floor area of approximately 6,430 square meters, located in eight airports, 28 railway
stations and 128 subway stations (including the ancillary facilities surrounding the transport
infrastructure facilities) across 21 cities.

As advised by our PRC legal advisor, in accordance with the List of Allocated Land
(FI# L H #%) as stipulated by the Ministry of Land and Resources of the PRC, for transport
infrastructure and other infrastructure projects that involve the use of land and receive key support
from the PRC government, the relevant land use right may be awarded to the project through the land
allocation process. Upon the approval by the relevant land and real estate administrative authorities
and/or the completion of certain procedures by the land users, such as the execution of aland use right
contract and the payment of certain land transfer fees as provided by the relevant laws and regulations,
or turning over the proceeds from the transfer or lease, the state-owned allocated lands may be
transferred or leased (the “Allocated Land Requirements”).

Based on the List of Allocated Land and enquiries made by our PRC legal advisor, our PRC legal
advisor has advised us that, as of the Latest Practicable Date, most of our transport hub stores are
located on allocated land. Substantially all of the lessors of our transport hub stores have failed to
provide us with sufficient confirmation with respect to the fulfilment of the Allocated Land
Requirements above (“Defective Transport Hub Stores”). As of the Latest Practicable Date, we had
197 Defective Transport Hub Stores, accounting for 24.4% of our total leased self-operated retail
stores. These Defective Transport Hub Stores occupied an aggregate floor area of approximately 6,270
square meters, accounting for approximately 24.9% of the total floor area of our leased self-operated
stores. We estimate that the revenue derived from the Defective Transport Hub Stores for the years
ended December 31, 2013, 2014 and 2015 and the six months ended June 30, 2016 was approximately
RMB340.5 million, RMB583.5 million, RMB834.2 million and RMB475.4 million, respectively, and
based on these estimates would have represented approximately 28.0%, 32.3%, 34.3% and 34.2% of
our total revenue for the periods.

As advised by our PRC legal advisor, the lessors are legally responsible for compliance with the
Allocated Land Requirements. Any failure to fulfill these requirements may subject the lessors to
penalties imposed by the land administrative authorities and the lease agreements may be deemed
invalid and unenforceable under the relevant laws and regulations.

We had communicated with the competent provincial and local land and building authorities in
some of different regions where we conduct business operations and requested confirmations from
them that we will not be penalized or required to vacate the Defective Transport Hub Stores. However,
on each occasion such authorities explained orally that they do not have any legal obligation to issue
such confirmation and, accordingly, our requests were denied. As a tenant, although we had not
obtained confirmations from the competent government authorities confirming that we will not be
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penalized in connection with the Defective Transport Hub Stores, we will not be subject to any
administrative punishment or penalties under the Allocated Land Requirements. We may be required
to vacate the affected store locations, as the land parcels may be ordered to be transferred back to the
administrative authorities.

Our Directors are of the view that the Defective Transport Hub Stores are collectively important
to our business, but that no individual Defective Transport Hub Store is material. Furthermore, our
Directors believe that although we had not obtained confirmations from the competent government
authorities confirming that we will not be requested to vacate the Defective Transport Hub Stores, it
is unlikely that we will be required to vacate Defective Transport Hub Stores to an extent that would
have a material adverse impact on our financial results. This belief is based on the following reasons:

(a)

(b)

(c)

(d)

(€)

Based on the enquiries and review conducted by our PRC legal advisor, most of the lessors
of the Defective Transport Hub Stores who entered into the lease agreements with us are
either (i) companies appointed by the relevant government transportation bureaus to operate
the transport hubs or (ii) authorized parties of these operating companies. Therefore, our
Directors believe that because the operating companies are authorized by the government
to operate the relevant public transport infrastructure facilities, the public transport
infrastructure facilities are themselves located on allocated land, and it is in their interest
to maintain the commercial and recreational facilities, it is unlikely and counterintuitive
that we would be required by them to vacate the Defective Transport Hub Stores;

Our Directors understand that certain local governments have implemented measures to
address the Allocated Land Requirements and the need for commercial and recreational
facilities at public transport infrastructure facilities. For example, as advised by our PRC
legal advisor, the local Shenzhen government has formally implemented measures to allow
properties located at local airports to be used for commercial purposes;

To our Directors’ knowledge, the failure of lessors to satisfy the Allocated Land
Requirements prior to the leasing of properties or commercial facilities located at or
surrounding transport infrastructure facilities in the PRC is common and there have not
been large scale evictions of tenants from similar commercial and recreational facilities in
the past;

Because our Transport Hub Stores are (i) located in eight airports, 28 railway stations and
128 subway stations (including the ancillary facilities surrounding the transport
infrastructure facilities) across 21 cities, and (ii) operated by various different companies
appointed by the relevant government transportation bureaus or the authorized parties of
such operating companies, our Directors consider that the risk for a large scale eviction of
tenants from the Transport Hub Stores at the same time is very unlikely; and

Our Directors confirm that, as of the Latest Practicable date, no government authority or
third party had requested that we vacate the transport hubs in which our stores were located.

Our PRC legal advisor concurs with the opinion of our Directors that the possibility that we will
be required to vacate such Defective Transport Hub Stores by reason of the Allocated Land
Requirements to an extent that would have a material adverse impact on our business and financial
results is remote.
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Although we have received no assurances that the rents we pay will be reduced as a result of the
lessors’ failure to comply with the Allocated Land Requirements for our Defective Transport Hub
Stores, we intend to continue to use and lease these Defective Transport Hub Stores. We plan to
continue to maintain regular communication with the lessors of our Defective Transport Hub Stores
regarding their compliance with the Allocated Land Requirements and we have revised our internal
procedures for selecting locations for our retail stores.

During the Track Record Period and up to the Latest Practicable Date, we had not been requested
by government authority or third party to vacate the Defective Transport Hub Stores due to the title
defects with respect to the leased properties as discussed above. In the unlikely event that we are
required to vacate the Defective Transport Hub Stores, we believe we will be able to find suitable
alternative locations without material delay in close proximity to the relevant transport hubs. Please
refer to section headed “— Relocation Plan” below for the estimated costs and timing associated with
relocation if there is forced eviction from the Defective Transport Hub Stores. In addition, our
Controlling Shareholders have agreed to indemnity us for any losses and damages as a result of forced
eviction due to such defect.

Leased Properties Other Than Transport Hub Stores

Apart from our transport hub stores, we also leased 606 other self-operated retail stores with an
aggregate floor area of approximately 18,710 square meters of which 27 stores were not in operation.
Certain of these leased properties were subject to potential title defects as described below (the
“Other Defective Leased Properties’). As of the Latest Practicable Date, there were 298 Other
Defective Lease Properties with an aggregate floor area of approximately 9,320 square meters,
accounting for 36.8% of our total leased self-operated retail stores, or approximately 37.1% of the
total floor area of our leased self-operated retail stores. We estimate that the revenue derived from
these stores for the years ended December 31, 2013, 2014 and 2015 and the six months ended June
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30, 2016 was RMB445.1 million, RMB532.2 million, RMB659.9 million and RMB376.6 million,
respectively, and based on these estimates would have represented 36.6%, 29.4%, 27.1% and 27.1%
of our total revenue for the respective periods.

Causes of Defects

Legal Consequences and
Potential Liabilities

Rectification Actions Taken
and Current Status

Internal Control Measures

The relevant lessors failed to
provide us with sufficient or
valid ownership certificates
or other ownership
documents, due to one or
more of the following causes:

(1) the Other Defective
Leased Properties were
located on collectively
owned land, allocated
land, military facilities
or land parcels with
other title defects;

(2) the use of the Other
Defective Leased
Properties is not
consistent with the
designated use of land or
properties as provided
by the relevant
ownership certificates;
or

(3) the lessors cannot obtain
or provide to us with
sufficient and valid
ownership certificates or
proper authorization
from the owners of the
Other Defective Leased
Properties.

Without ownership
certificates or proper
authorization from the
owners, our use of the Other
Defective Leased Properties
may be affected by third
parties’ claims or challenges
against the lease or our land
use rights. Also, if the
lessors do not have the
requisite rights to lease the
Other Defective Leased
Properties, the relevant lease
agreements may be deemed
invalid, and as a result we
may be required to vacate the
Other Defective Leased
Properties and relocate our
retail stores.

We had communicated with
the competent provincial and
local land and building
authorities in some of
different regions where we
conduct business operations
and requested confirmations
from them that we will not
be penalized or required to
vacate the Other Defective
Leased Properties. However,
on each occasion such
authorities explained orally
that they do not have any
legal obligation to issue such
confirmation. Accordingly,
our requests to obtain such
confirmations were denied.

As advised by our PRC legal
advisor, it is the lessors’
responsibility to obtain the
relevant approvals and
consents, if any, from the
government authorities to
enter into the leases. As a
tenant, we are not liable for
the title defects and are not
in breach of the applicable
laws and regulations. In
addition, we will not be
subject to any administrative
punishment or penalties in
this regard.

We plan to continue to
maintain regular
communication with the
lessors of the Other
Defective Leased Properties
regarding the remedies of
such defects and we have
revised our internal
procedures for selecting

locations for our retail stores.

Our leases for the Other
Defective Leased Properties
were not challenged by third
parties that had resulted or
involved us as defendant in
dispute, lawsuit or claim in
connection with the rights to
lease and use the Other
Defective Leased Properties
occupied by us during the
Track Record Period and up
to the Latest Practicable
Date. Upon expiry of these
lease agreements, we will
assess the legal risk and will
not renew a lease agreement
if the risk is too high.

In addition, our Controlling

Shareholders have agreed to
indemnify us if we incur any
damages or losses as a result
of forced eviction due to any
such defect.
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We have assigned
designated personnel to
follow up with the
relevant parties to
retrieve the ownership
certificates or other
ownership documents of
the existing Other
Defective Leased
Properties as soon as
possible;

We will conduct our due
diligence and reviews
more prudently when we
|ease additional
premises, particularly on
the nature, designated
use and title certificates
for such properties;

We have revised our
internal control
procedures as
recommended by our
internal control
consultant to prevent the
leasing of properties
with title defects; and

We will submit material
|eases to our Board for
approval.



BUSINESS

Although the rents for the Other Defective Leased Properties are not subject to reduction as a
result of the title defects, we intend to continue to use and lease the Other Defective Leased Properties
in order to secure the current optimal locations of the stores.

Our Directors are of the view that although we had not obtained confirmations from the
competent government authorities confirming that we will not be requested to vacate the Other
Defective Leased Properties, the risk of enforcement action by the relevant government authorities
resulting in our large-scale eviction from the Other Defective Leased Properties that would have a
material adverse impact on our business and operating results is remote. Thisis based on the following
reasons:

(a) Given that our Other Defective Properties are widely distributed across 33 cities covering
12 provinces and municipalities in China, the risk that the relevant competent government
authorities of all or several of such provinces and municipalities would simultaneously
require the Company to evict from such properties is extremely remote;

(b) As a percentage of our total revenue, average revenue contributed by each individual
self-operated retail storeis not material and only accounted for an average of approximately
0.2% of our total revenue during the Track Record Period, thus the risk that the forced
eviction from any Other Defective Leased Properties might result in a material adverse
impact on our business and operating results is remote; and

(c) During the Track Record Period and as of the Latest Practicable Date, we are not aware of
any request for or any enforcement action to vacate any of the Other Defective Leased
Properties.

Our PRC legal advisor concurs with the opinion of our Directors that the risk of enforcement
action by the relevant government authorities resulting in our large-scale eviction from the Other
Defective Leased Properties that would have a material adverse impact on our business and operating
results is remote.

During the Track Record Period and up to the Latest Practicable Date, we had not been requested
by government authority or third party to vacate the Other Defective Leased Properties due to the title
defects with respect to the leased properties as discussed above.

We believe even if we are required to vacate the Other Defective Leased Properties, based on our
market research and past experiences, alternative premises are available. Please refer to section
headed “— Relocation Plan” below for estimated costs and timing of relocation if there is forced
eviction from the Other Defective Leased Properties.
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Lease Registration

As of the Latest Practicable Date, 680 of our |ease agreements with respect to 709 out of 828 of
our leased properties had not been registered and filed with the relevant land and real estate
administration bureaus in the PRC because parties to the |eases failed to make the registrations under
applicable PRC laws and regulations. These properties have an aggregate floor area of approximately
25,520 square meters, accounting for approximately 87.2% of the total floor area of our leased
properties. As of the Latest Practicable Date, 690 of these properties were used for our self-operated
retail stores. Revenue contributed by these self-operated retail stores for which lease agreements were
not registered amounted to approximately RMB837.4 million, RMB1,205.3 million, RMB1,619.4
million and RMB926.7 million for the years ended December 31, 2013, 2014 and 2015 and the six
months ended June 30, 2016, corresponding to approximately 68.8%, 66.6%, 66.6% and 66.7% of total
revenue in the respective periods.

Legal Consequences

Causes of historical and Potential Rectification Actions Taken and
non-compliance Liabilities Current Status Internal Control Measures
During the Track According to the We have submitted the application e We have established a
Record Period, the provisions of the documents for lease registration where dedicated team to work
relevant lessors failed Administrative those documents are complete. Our on lease registrations by
to provide us with Measures for Directors are of the view that the lease proactively
sufficient documents ~ Commodity House registrations we are currently processing communicating with the
for the lease Leasing (Fi &5 Ef  can be completed with the cooperation of lessors to obtain their
registrations, such as  EEMAL), parties  the lessors within a reasonable time from cooperation and collect
property ownership to the lease must the date of application. the application
certificates or other register the lease with documents for the
proof of authorizations the relevant housing ~ As no penalty had been imposed on us for relevant |ease
to lease the properties authorities within 30 our failure to register and file the relevant registrations.
to us, also see “— days from the lease agreements during the Track Record
Transport Hub Stores” execution of the lease. Period and up to the Latest Practicable e We revised our internal
and “— Leased A fine ranging from Date, we were advised by our PRC legal control procedures as
Properties other than  RMB1,000 to advisor that, if the lease registration can be recommended by our
Transport Hub Stores” RMB10,000 may be  completed in accordance with relevant laws internal control
above for more imposed on us for and regulations within a reasonable time consultant to prevent
details. each non-registration.  from the date of application or the recurrence of
prescribed time limit ordered by the non-compliance

The aggregate amount competent government authorities, the risk incidents; and

of maximum fine will  of government authorities imposing a

be approximately penalty on us with respect to these leased o  We will submit material

RMB6,800,000 for all properties is remote. leases to our Board for

our non-registrations. approval.

As advised by our PRC legal advisor, the
non-registration does not affect the validity
of the lease agreements under PRC |aw.

In addition, our Controlling Shareholders
have agreed to indemnify us for all fines
and penalties we incur as a result of any
such non-compliance.
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Our Directors believe that the non-registrations of leases described above will not, individually
or in the aggregate, materially affect our business and financial results.

Our lessors' failure to provide the necessary documents for us to register the leases does not
result in any reduction in rent. Similarly, in our experience, the proper registration of |eases does not
result in any material increase in the rent charged by the relevant lessor.

Relocation Plan

Due to the inherent nature of the state-owned allocated land, collectively owned land, military
facilities and other land parcels with other title defects under the PRC laws and the restrictive
administrative requirements imposed on such land parcels in most regions in China, we believe the
above discussed land parcels with title defects are commonly seen in China and we may continue to
be subject to the similar defects of our self-operated retail stores. In the event that we are evicted from
the Defective Transport Hub Stores and the Other Defective Leased Properties, we believe we will be
able to find suitable replacements without material delay in close proximity to the original premises
on similar terms.

Because we have adopted standardized store opening and operational procedures, we believe we
can quickly relocate the Defective Transport Hub Stores and Defective Leased Properties to the
alternative premises without incurring significant expenses. We currently estimate that the cost of
relocating a Defective Transport Hub Store or an Other Defective Leased Property will be
approximately RMB65,000, comprising the decoration cost for the new store and the removal cost in
connection with the movable equipments and other assets from the original premise. We expect the
potential loss of revenue will be equivalent to the revenue to be generated during the period of
completing the relocation of each Defective Transport Hub Store or Defective Lease Property, which
is estimated to be approximately 45 days, including a typical notice period of 30 days. Based on the
estimated cost and time required for the relocation, we do not expect that our operations will be
disrupted due to aforced relocation. Based on the average revenue per self-operated retail storein the
twelve months ended June 30, 2016 of RMB3.6 million and assuming a 15-day gap period after the
typical notice period and before the new store opens, the average potential loss of revenue of each
Defective Transport Hub Store or Other Defective Lease Property is estimated at RMB147,900. As
such, based on the total number of the 197 Defective Transport Hub Stores and 298 Other Defective
Leased Properties as of the Latest Practicable Date, under the worst case scenario, the aggregated
amount of relocation cost and potential loss of revenue we may incur are estimated to be
approximately RMB32.2 million and RMB73.2 million, respectively, although we believe the
likelihood of being requested to relocate all the stores with title defects is highly remote, given our
nationwide retail store network and the fact that the relevant leases were entered into with different
landlords.

When identifying and determining a replacement premise for a store subject to title defects in
case of a forced relocation or a premise for a new store, we will consider various factors, including
but not limited to the level of pedestrian traffic, distance to the original premises, existing or potential
property title defects, as well as the rental and lease terms. We will use our best endeavor to relocate
a store subject to title defects in case of a forced relocation to a new premise that are in close
proximity to the original location, or to locate a premise for a new store, which is not subject to title
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defects. If we are unable to identify suitable premises that are not subject to any title defect in atimely
manner, we may consider premises with title defects in the close proximity of the original store or new
premises with title defects, if we deem the opportunity to be appropriate and the estimated associated
risks are remote. In addition, we have strategically developed plans to expand our self-operated retail
store network to cover more cities and locations in China, in order to minimize the reliance on our
Defective Transport Hub Stores. We also closely monitor the commercial areas in the close proximity
of existing stores, and identify and regularly update the information of premises nearby that we deem
suitable for new stores or the replacement in case of a forced relocation. In addition, we regularly
discuss with our regional market development personnel and collect prevailing rental prices and
related information in those areas where our major stores are located for comparison, which can
facilitate us to assess the relocation cost in case of a forced relocation.

We have implemented enhanced new store opening policies, pursuant to which our management
shall review the lease agreements together with all property title documents in connection with the
new premises on a case-by-case basis. We will organize training programs for the relevant business
development personnel, which enable them to identify and collect sufficient and valid title certificates
and other relevant documents for each type of properties during the store opening process. Our local
business development managers are responsible for reviewing and verifying the completeness and
authenticity of such documents collected and submitted and our local public relationship personnel are
responsible for performing the initial assessment on the compliance status of a potential new premise.
Our financial departments of the relevant subsidiaries are responsible for the budgeting plans and the
assessment of financial returns. The corresponding departments at our headquarters shall monitor and
review the procedures conducted by the relevant local departments and re-ensure the compl eteness and
authenticity of all the licenses, title certificates and other relevant documents. We will use our best
endeavor to locate our stores at premises that are not subject to any title defects. For a potential new
store, in principal, we will require the relevant landlord to provide valid ownership certificate and all
other property title certificates relating to the new premise and, in case of a potential transport hub
store, as well as sufficient confirmation from the landlords with respect to the fulfilment of the
Allocated Land Requirements as discussed above. We will consult with our external legal counsel to
review the title certificates and other documents to ensure the compliance with all relevant laws and
regulations. If we fail to obtain the valid ownership certificate or the sufficient confirmation from the
relevant landlords, we will also consult with our external legal counsel to assess the risk exposure and
will only open the new store after the external legal counsel confirms that the risk for us to be forced
to vacate from such premise is remote. We will also endeavor to obtain a confirmation of
indemnification from the new landlords for any potential losses. Each of our regional operational
managers and our senior management may report and has veto right during their review process of the
store opening proposals and the relevant certificates, if they identify any potential material issue or
risk with respect to such proposal.

ENVIRONMENTAL, HEALTH AND SAFETY MATTERS

Our business is subject to relevant PRC national and local environmental laws and regulations
which, among other things, require the payment of fees in connection with activities that discharge
waste materials and which impose fines and other penalties on facilities that threaten the environment.
Our production process produces a small amount of waste water, solid wastes and, to a lesser extent,
gases. We believe the waste we produced is not hazardous and has minimal impact on the environment.
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In order to comply with the relevant environmental laws and regulations, we have undertaken
sewage and solid waste disposal and processing measures, such as (i) installing proper sewage
treatment devices to process our sewage at each of our processing facilities; (ii) daily collection of
solid wastes for which we contract qualified waste management entities, such as the urban
administrative committee of Wuhan Dongxihu District to dispose of; and (iii) timely payment of
sewage processing fees to the relevant authorities. Our Directors are of the view that the annual cost
of compliance with applicable PRC environmental laws, regulations and policies was not material
during the Track Record Period. In 2013, 2014 and 2015 and the six months ended June 30, 2016, our
expense in respect of environmental protection and work-safety compliance amounted to
approximately RMB0.8 million, RMB1.1 million, RMB1.2 million and RMB1.6 million, respectively.
We currently do not have any specific expenditure plan with respect to environmental and safety
matters. However, we expect to devote operating and financial resources to such compliance whenever
we are required by PRC laws and regulations in the future.

We have implemented various work safety policies and procedures to ensure that our operations
are in compliance with applicable laws and regulations. The material equipment and machinery at our
processing facilities are subject to periodical maintenance from time to time and our employees are
required to complete training programs that increase their awareness of safety in the workplace.
During the Track Record Period, we had not encountered any material safety incidents.

We have obtained the I1SO 9001 quality management system certification, the 1SO 22000 food
safety management system certification and the 1SO 14001 environmental management system
certification for our Wuhan facility in 2012, which were renewed in 2015 and will expire in 2018. We
expect to apply for 1SO certifications for other facilities in the near future.

Our Shanghai facility was on two instances during the Track Record Period found to have
discharged sewage with excessive pollutants. In respect of these two incidents, we received a warning
from the relevant authorities but no fine was imposed on us. Save for the foregoing, our PRC legal
advisor is of the opinion that we are in compliance of applicable environmental laws and regulations
in all material respects as of the Latest Practicable Date.

COMPETITION

The casual food industry in which we operate in China is highly competitive with respect to
product safety, flavor, quality and consistency, price-value relationships, service, store location, sales
channels and availability of trained employees. According to Frost & Sullivan, from 2010 to 2015,
total retail sales value of casual braised food in China had increased steadily from RMB23.2 billion
to RMB52.1 billion with a CAGR of 17.6%, which is expected to undergo a consistent growth trend,
up to RMB123.5 billion in 2020, representing a CAGR of 18.8% from 2015 to 2020. We compete with
a broad range of casual braised food companies. We believe we are well positioned in the market by
establishing our reputation, brand awareness, food flavor, advanced processing and packaging
techniques as well as distribution network among all casual food producers in China. According to
Frost & Sullivan, we were the second largest casual braised food company in China by revenue and
our revenue accounted for approximately 6.8% of total revenue generated by China's casual braised
food companies in the twelve months ended June 30, 2016. During the same period, we were also the
second largest casual braised food company in China by retail sales value and our retail sales value
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accounted for approximately 5.5% of total retail sales value of China’'s casual braised food companies.
We also had the highest market share in terms of revenue generated from online channels among all
major braised casual food producers in Chinain the twelve months ended June 30, 2016. In addition,
according to the same source, we recorded an industry-leading average revenue per self-operated retail
store among all casual braised food producers in China in the same period. We were the number one
brand in terms of top-of-mind awareness and customer satisfaction among all casual braised food
brands, according to a customer survey conducted by Frost & Sullivan in 20 cities in Chinain 2015.

Moreover, the industry is becoming increasingly competitive as new foreign entrants are
currently seeking to enter the PRC market. Such multinational companies and their local joint ventures
in China intensify the competition by offering more alternative casual food options or opening more
sale stores.

LEGAL PROCEEDINGS

We may be involved, from time to time, in legal proceedings arising from the ordinary course
of our operations. As of Latest Practicable Date, there was no litigation, arbitration, administrative
proceedings or claim of material importance pending or threatened by or against our Group or any of
our Directors, that would have a material adverse effect on our results of operations or financial
conditions.

LICENSES, REGULATORY APPROVALS AND COMPLIANCE

Our Directors, as advised by our PRC legal advisor, confirm that as of the Latest Practicable
Date, we have complied with the relevant PRC laws and regulation in all material respects and have
obtained all requisite licenses, approvals and permits from relevant authorities that are material to our
operationsin China, except as disclosed in “— Properties — L eased Properties — L ease Registration”
and “— Licenses, Regulatory Approvals and Compliance” herein.
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The following table sets forth the non-compliance incidents our Group was involved in during
the Track Record Period and up to the Latest Practicable Date.

Non-compliance

Reasons for the
Non-compliance

L egal Conseguences

Potential I mpacts/
Rectification Actions Taken/
To be Taken

Failure to make full contribution to social insurance premiums and housing provident funds for employees in a timely

manner

We failed to make full
contribution to the social
insurance premiums and
housing provident funds for
our employees in a timely
manner during the Track
Record Period.

A certain number of our
employees are migrant
workers who are typically
not willing to participate in
the social welfare schemes of
the city where they
temporarily reside in as such
contributions are not
transferrable among cities.

In addition, since the
implementation or
interpretation of the relevant
PRC laws and regulations
vary from city to city, our
staff who were formerly in
charge of this matter did not
fully understand such laws
and regulations in every city
where we operated.

As advised by our PRC legal
advisor, the relevant PRC
authorities may notify us that
we are required to pay the
outstanding social insurance
contributions within a
stipulated deadline and pay
an overdue charge equal to
0.05% of the outstanding
amount for each day of
delay. If we fail to repay the
outstanding social insurance
contributions within such
prescribed period, we may be
liable to a fine of one to
three times the outstanding
contribution.

In addition, in the case we
fail to complete housing
provident fund registration
and open a housing provident
fund account before the
expiry of such deadline, we
may be subject to a fine of
between RMB10,000 and
RMB50,000. In the case we
fail to make payments of
outstanding housing fund
contributions before the
expiry of such deadline, we
may be subject to an order
from the relevant people’s
courts to make such
payment.
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As of December 31, 2013,
2014 and 2015 and June 30,
2016, the carrying amount of
our provisions for social
insurance premiums and
housing provident funds
amounted to RMB30.6
million, RMB46.9 million,
RMB65.4 million and
RMB66.8 million,
respectively.

As of the Latest Practicable
Date, we had not received
any notification from the
relevant PRC authorities
alleging that we had not
fully contributed to the
social insurance premiums
and housing provident funds
and demanding payment of
the same before a stipulated
deadline. We were also not
aware of any employee’s
complaints or demands for
payment of social insurance
premium or housing
provident fund contributions,
nor had we received any
legal documentation from the
labor arbitration tribunals or
the PRC courts regarding
disputes in this regard.

Written confirmations from
competent local authorities
have been obtained. These
confirmations state, in
respect of the relevant
periods stated therein, no
administrative penalties had
been imposed and/or the
relevant subsidiary was in
compliance with relevant
laws and regulations and/or
the number of employees
who participated in the social
insurance contributions and
housing provident funds or
the types specified therein.
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Non-compliance

Reasons for the
Non-compliance

Legal Consequences

Potential Impacts/
Rectification Actions Taken/
To be Taken

— 176 —

Also, we have been actively
communicating with the
relevant local government
authorities and have
commenced to make full
contribution to social
insurance premiums and
housing provident funds. As
of the Latest Practicable
Date, we had not made such
contributions for
approximately 650 formal
employees who had passed
their probation period. We
will be making full
contributions for all of our
employees as soon as
practicable once we receive
the notification of approval
from the relevant PRC
authorities, which we expect
to obtain before or around
first half of 2017. We will
continue to contribute to
such employee social welfare
schemes pursuant to the
relevant PRC laws and
regulations.

Our Directors are of the
opinion that this
non-compliance incident will
not have a material adverse
impact on us for the
following reasons: (i) the
written confirmations
obtained from the relevant
competent local authorities
described above, (ii) the
advice from our PRC legal
advisor that the chance of a
fine being imposed is remote
if outstanding social
insurance contributions or
housing provident funds are
repaid on time when required
by the relevant authorities,
and (iii) we have made
provisions in connection with
this non-compliance for the
relevant periods.
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Non-compliance

Reasons for the
Non-compliance

L egal Conseguences

Potential Impacts/
Rectification Actions Taken/
To be Taken
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In order to enhance our
corporate governance and to
prevent future potential
non-compliance incidents, we
have assigned designated
personnel to monitor the
status of payments of social
insurance premiums and
provident fund on a monthly
basis in order to ensure that
we have made these
payments in full for our
employees on time in
accordance with the
applicable laws and
regulations. Written records
with respect to the payment
status for the social
insurance premiums and
housing provident fund are
properly prepared,
maintained and reviewed by
the designated personnel on a
monthly basis. The
designated personnel include
the managers of finance
department and
administrative department.

We also engaged a third
party consultancy company
to provide training programs
to the responsible personnel
on the updates of the
relevant laws and regulations
in the past and plan to
continue such training
programs.

In addition, our Controlling
Shareholders have agreed to
indemnify us monetary fines,
settlements payments and any
associated costs and expenses
which would be incurred or
suffered by us in connection
with the aforesaid
non-compliance occurred on
or before the Listing Date.



BUSINESS

INTERNAL CONTROL MEASURES

In preparation for the Listing, we engaged an independent internal control consultant on
December 29, 2014 to perform an assessment on the effectiveness of our internal controls associated
with our historical non-compliance incidents, to identify deficiencies in our internal control system
and to furnish recommendations on enhanced internal control measures to be established by us to
prevent future violations and ensure on-going compliance with applicable laws and regulations. The
work scope of our internal control consultant covers reviewing and assessing various aspects of our
operations, including sales and accounts receivables, procurement and accounts payables, inventory
management, production and cost management, human resources and remunerations, asset
management, cash management, financial reporting and disclosure controls, taxation and general
control on information technology system.

In addition to the historical non-compliances and internal control measures we had adopted as
discussed above, during the reviews of our independent internal control consultant, certain other
matters were identified and we have adopted corresponding internal control measures to improve on
these matters.

We had adopted substantially all of the recommendations made by the independent internal
control consultant and had improved our internal control system to comply with the Listing Rules and
the applicable laws and regulations. Our independent internal control consultant has performed a
follow-up review and confirmed that all matters previously identified had been rectified.

Having considered the nature and reasons for the non-compliance incidents above, the advice
from our PRC legal advisor, the corrective actions taken and the internal control measures adopted by
us, and the view of our internal control consultant, our Directors are of the view, and the Joint
Sponsors concur, that (i) our enhanced internal control measures are adequate and effective having
regard to the obligations of our Company and our Directors under the Listing Rules and other relevant
legal and regulatory requirements; and (ii) the past non-compliance incidents would not affect the
suitability of our Directorsto act as directors of alisted issuer under Rules 3.08 and 3.09 of the Listing
Rules or the suitability for listing of our Company under Rule 8.04 of the Listing Rules on the
following basis:

(i) the occurrence of the non-compliance incidents was not due to the dishonesty, gross
negligence or recklessness of our Directors nor for illegitimate purposes;

(i) none of the non-compliances has any material impact on our business operations and
financial position;

(iii) our Directors responded in a timely manner once they were aware of any non-compliance
incidents and immediately acted upon the advices and control measures recommended by
our internal control consultant;
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(iv) since the implementation of the enhanced internal control measures and up to the Latest
Practicable Date, our Directors confirmed that our Group had not had any material breach
of rules and regulations other than the non-compliance incidents as disclosed above; and

(v) our Directors are aware of the requirements and obligations as directors of a listed issuer
pursuant to the Listing Rules and have undertaken to observe and comply with all the
relevant rules and regulations.

Anti-Bribery and Corruption Policy

In order to maintain our reputation and integrity of our corporate governance, we have
implemented anti-bribery and corruption policy which requires our employees to conduct business
legally and ethically.

We request our employees to undertake in writing not to violate our anti-bribery and corruption
policy. Our anti-bribery and corruption policy prohibits our employees to offer unauthorized payment,
such as bribes, kickbacks, or benefit to any third party, including government officers, customers, or
suppliers, in order to secure or reward an improper benefit. They are also not allowed to accept or
solicit any such unauthorized payment. Our anti-bribery and corruption policy also prohibits other
misconducts, such as misappropriation and embezzlement, fraud or other illegal activities.

The giving and receiving of giftsis common business practice but employees are not allowed to
accept gifts with value above RMB5,000. Any gifts received shall be submitted to our administration
department for record. Any entertainment and treat arranged on behalf of the Company must be
properly accounted for on expense reports. Gift and entertainment expenses within RMB5,000 made
on behalf of us must be approved by the head of the relevant department, accounting and finance
managers and the relevant vice president. Gift and entertainment expenses exceeding RMB5,000 but
within RMB10,000 made on behalf of us must be approved by the head of the relevant department,
accounting and finance managers, the relevant vice president and the general manager. Gift and
entertainment expenses exceeding RMB10,000 made on behalf of us must be approved by the head of
the relevant department, accounting and finance managers, the relevant vice president, the general
manager, as well as our internal disciplinary inspection committee.

Protection against Counterfeit Stores

Our established leading position and well-known brand recognition in China have attracted
numerous imitators to operate counterfeit stores that utilize imitation of our trademarks and products
without our authorization. Based on our online research conducted in January 2016 using keyword
searches of our brand name by locations via a major search engine, we discovered over 900 counterfeit
stores in China. Counterfeit stores may divert our potential customers from our retail stores. More
importantly, counterfeiting or substandard products sold in counterfeit stores could significantly harm
our reputation and brand image.

For example, in January 2016, multiple media reports alleged that the China Food and Drug
Administration had publicly announced that food offered by 35 catering services providers, including
two stores in Anhui Province associated with the name of “Zhou Hei Ya,” was found to contain illegal
additives. These two stores are counterfeit stores as neither we nor our distributors have opened any
self-operated retail store in Anhui Province. As advised by our PRC legal advisor, we will not be liable
for misconduct committed by the counterfeit stores.
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We endeavor to crack down on counterfeit stores in order to protect our brand integrity. We adopt
a uniform store identity to strengthen our brand recognition. We periodically upgrade our store
identity and trademarks, which increases the costs of counterfeit stores. From time to time, we may
launch in-store promotional events which our customer may only participate in our authentic stores.
We also expect to enhance customer education by promoting our authentic stores through various
publicity efforts. We issue membership cards which can only be used in our authentic stores. In
addition, our WeChat store is embedded with our store information and locations which allows
customers to locate our authentic stores immediately. We have established a dedicated team of
approximately 15 employees to handle the counterfeit store issue who conduct on-site visits and
inspections periodically.

We encourage customers to report unauthorized uses of our brand or counterfeit stores to us
through our Weibo and WeChat official accounts or our customer service hotline.

Furthermore, in the event we identify any counterfeit store, we may engage intellectual property
consultants and attorneys to provide legal advices and initiate legal actions. We also from time to time
closely coordinate with local media and administrative authorities, including local public security
authorities, to report and crack down on counterfeit stores. In July 2016, subject to a submission of
Hubei Administration Bureau for Industry and Commerce, the Trademark Office of the SAIC issued
an enquiry letter to the local administration bureaus for industry and commerce of 23 provinces and
municipalities, requesting each of these government entities to conduct an investigation in its
jurisdiction on the existing or potential infringements against our “Zhou Hei Ya (J&2£15)” trademark.
We expect these investigations by the relevant government entities will better facilitate to detect and
reduce the number of existing counterfeit stores in those regions and will also be able to preempt the
potential infringing activities.

See “Risk Factors — Risks Relating to Our Industry and Business — Our business depends
significantly on the market recognition of our “Zhou Hei Ya (J5£15)” brand, and any damage to our
brand, trademarks or reputation, or failure to effectively promote our brand, could materially and
adversely impact our business and results of operations” for more details.
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OUR CONTROLLING SHAREHOLDERS

We were founded by Zhou Family. Immediately following the completion of the Capitalization
Issue and the Global Offering (but excluding any Shares which may be allotted and issued pursuant
to the exercise of the Over-allotment Option), Mrs. Zhou (through her interestsin BVI Holdco |, BVI
Holdco Il and BVI Holdco 1V), will control approximately 63.47% of the enlarged issued share capital
of our Company, and will continue to be our Controlling Shareholder.

Zhou Family owns 60.658% of BVI Holdco 1V, whose other shareholders are family members
and relatives of Zhou Family as well as our current and ex-employees. Our Investors, through Tiantu
Investments and Rosy Result, will hold approximately 7.89% and 4.46%, respectively, in the total
issued share capital of our Company immediately upon the completion of the Global Offering (and
before the exercise of any Over-allotment Option).

COMPETING INTERESTS

Each of our Controlling Shareholders and the Directors confirms that he/she does not have any
interest in a business, apart from the business of our Group, which competes or is likely to compete,
directly or indirectly, with our business, which would require disclosure under Rule 8.10 of the Listing
Rules.

INDEPENDENCE FROM OUR CONTROLLING SHAREHOLDERS

Having considered the following factors, our Directors are satisfied that we are capable of
carrying out our business independently from our Controlling Shareholders and their respective
associates after the Global Offering.

Management Independence

Our Board comprises nine Directors, including five executive Directors, one non-executive
Directors and three independent non-executive Directors. Mr. Zhou is an executive Director, Chief
Executive Director and the Chairman of the Board. He is the only member of Zhou Family who is
represented on our Board. All the other Directors are independent from Mr. Zhou.

Each of our Directors is aware of his/her fiduciary duties as a director which require, among
others, that he/she must act for the benefit of and in the best interests of our Company and not allow
any conflict between his/her duties as a Director and his/her personal interests. Further, we believe our
independent non-executive Directors can bring independent judgment to the decision-making process
of our Board. In addition, our Directors shall not vote in any Board resolution approving any contract
or arrangement or any other proposal in which he/she or any of his/her close associates has a material
interest and shall not be counted in the quorum present at the particular Board meeting.

Based on the above, our Directors are satisfied that our Board as a whole together with our senior
management team is able to perform the managerial role in our Group independently.
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Operational Independence

Our Company has full rights to make all decisions on, and to carry out, our own business
operations independently, despite of the controlling interest held by the Controlling Shareholders in
our Company. We have sufficient independent premises, equipment, access to customers and suppliers
and employees to operate our business independently from our Controlling Shareholders and their
respective close associates. Our organizational structure is made up of individual departments, each
with specific areas of responsibilities. We have also established a set of internal controls to facilitate
the effective operation of our business.

Except for the |ease arrangements between the Group and Zhou Family, we do not share premises
with the companies controlled by our Controlling Shareholders. See “Connected Transactions” for
details of the lease arrangements. As the premises under the lease arrangements account for an
insignificant portion of our total premises and it would not be difficult for us to obtain alternative
premises in the same area on comparable terms, our operational independence would not be impacted.

Based on the above, our Directors are satisfied that we are able to operate independently from
our Controlling Shareholders and their respective close associates.

Financial Independence

Our Group has its own financial management system and the ability to operate independently of
our Controlling Shareholders and their respective close associates from a financial perspective. Our
Directors confirm that all amounts due to or from, and loans or guarantees provided by our Controlling
Shareholders and their respective close associates, will be fully repaid or released before the Listing.

Based on the above, our Directors believe that we are able to maintain financial independence
from our Controlling Shareholders.

NON-COMPETITION UNDERTAKING

Our Controlling Shareholders have entered into a Deed of Non-Competition in favor of our
Company on October 24, 2016, pursuant to which each of our Controlling Shareholders has jointly and
severally, unconditionally and irrevocably undertaken with our Company (for itself and as trustee for
the benefit of each of its subsidiaries from time to time) that he/she/it shall not (except through the
Group and any investment or interests held through the Group), and shall procure that his/her/its
respective close associates (except any members of our Group) not to, directly or indirectly (including
through nominees), either on his/her/its own account or in conjunction with or on behalf of any person,
firm or company, among other things, invest in, participate in, engage in and/or operate or be
interested in (in each case whether as a shareholder, partner, agent, employee or otherwise) any
business which is or may be in competition with the business of any member of our Group (the
“Restricted Business”) during the period commencing on the Listing Date and ending on the earliest
of the date that:

(a) the Shares cease to be listed on the Stock Exchange; or
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(b) the aggregate beneficial shareholding (whether direct or indirect) of the Controlling
Shareholders and/or their close associates (except for any members of the Group) in our
Company falls below 30% of the issued Shares; or

(c) in relation to a particular Controlling Shareholder individually, the date when such
Controlling Shareholder and all of his/her/its close associates (except for any members of
the Group) cease to hold, or otherwise be interested in beneficially, whether directly or
indirectly, any of the Shares (the “Restricted Period”).

The above Non-competition Undertaking does not apply where the Controlling Shareholders and
their close associates (except for any members of the Group):

° hold, directly or indirectly, no more than 5% of the equity interests in any company listed
on a recognized stock exchange; and

° have interests in the shares of a company, other than our Group and any investment or
interests held through our Group, provided that:

(a) any Restricted Business conducted or engaged in by such company (and assets relating
thereto) account for less than 10% of that company’'s consolidated sales or
consolidated assets, whichever is less, as shown in that company’s latest audited
accounts; and

(b) the total number of the shares held by the Controlling Shareholders and their close
associates (except for any members of the Group) in aggregate does not exceed 10%
of the issued shares of that class of the company in question and the Controlling
Shareholders and their close associates (except for any members of the Group) are not
entitled to appoint a majority of the directors of that company.
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We will continue to carry out certain transactions with certain connected persons (as defined
under Chapter 14A of the Listing Rules) upon Listing. Such transactions will therefore constitute
continuing connected transaction of our Group under Chapter 14A of the Listing Rules.

CONNECTED PERSONS

Zhou Family, our Controlling Shareholder, is the only connected person with whom we have
entered into transactions. These transactions will continue after the Listing and will constitute
continuing connected transactions for our Group under Chapter 14A of the Listing Rules.

FULLY EXEMPT CONTINUING CONNECTED TRANSACTION

We set out below details of the continuing connected transactions between our Group and Zhou
Family (our Controlling Shareholder) which are fully exempt from reporting, annual review,
announcement and independent shareholders’ approval requirements under Rule 14A.76(1) of the
Listing Rules.

Master Property Lease Agreement

Parties: Zhou Family (as the lessor); and

the Company (as the lessee)

Principal terms: Zhou Family owns a number of commercial premises for their own investment,
and the Company (for itself and on behalf of its subsidiaries), has entered into a master property lease
agreement dated October 24, 2016 with Zhou Family, pursuant to which the Company (for itself and
on behalf of its subsidiaries) agreed to rent commercial premises from Zhou Family upon the terms
and conditions stated therein.

The location and other key information of the rental properties are as follows:

Approximate Annual
Address Size (sg. m.) Usage Rent (RMB)

Business Street of Space Shuangcheng,

Jiangan District, Wuhan, Hubei

Province .......cooiiviiiiiiiic, 46.03 Retail store 120,000
No. 1023, Block D1, Walking Street of

Optical Valley World City, East Lake

High-tech Development Zone, Wuhan,

Hubei Province........cccooooviiiiiiiinnnn. 46.94 Retail store 545,300
No. 006, Unit B1, Block 1, Optical

Valley World City, Business Street,

East Lake High-tech Development

Zone, Wuhan, Hubei Province............. 110.70 Retail store 1,046,100
No. 107, Block 6, HSBC Corporate

Headquarters, Qiaokou District,

Wuhan, Hubei Province...................... 104.90 Office 158,760
No. 187, 1/F, Retail of Block B-1, C, 2

and 3, Phase 2, Hankou City Plaza,

Jiangan District, Wuhan, Hubei

ProvinCe ......covvieiiiiii e, 86.09 Retail store 185,950

TOTAL: 394.66 2,056,110
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The term of the master property lease agreement is three years commencing on the Listing Date.

Pricing policy: The rents under the master property lease agreement payable to Zhou Family
represents the prevailing market conditions and the rental level of properties with similar size within
the same building or, if not available, properties with similar sizes in the vicinity of the rental
properties, and in any event, such rent payable shall not be exceeding the market rent.

Reasons for the transaction: Zhou Family owns a number of commercial premises for their own
investment, and these premises were considered by us to be suitable for rental as our retail stores and
office. Our Directors are of the view that the master property lease agreement enables the Group to
secure locations for some of its retail stores and office at a fair market price and to prevent
unnecessary costs and efforts as well as the interruption of business caused by relocation in the case
of short term leases.

Historical figures: The historical figures of the rents paid to Zhou Family are set out below:

Historical Transaction Amount

for the six
months Ended
for the Year Ended December 31 June 30
2013 2014 2015 2016
RM B’ 000 RM B’ 000 RMB’000 RM B’ 000
Total payable amount................ccooeeens 1,699 1,777 1,963 982

Annual Caps: The maximum aggregate annual amount of rents payable to Zhou Family for the
years ending December 31, 2016, 2017 and 2018 shall not exceed the caps set out below:

Proposed Annual Cap for the Year Ending December 31

2016 2017 2018
RM B’ 000 RM B’ 000 RM B’ 000
Total payable amount.............ccoooeviiiiiiiiiennnn, 2,061 2,164 2,272

Basis of Caps: In determining the above annual caps, our Directors have considered the rents
payable under the existing leases, taking into consideration a possible increase of rent of similar
properties in the vicinity.

Listing Rules implications: As the applicable percentage ratios set out in Rule 14.07 of the
Listing Rules in respect of the transaction contemplated under the master property lease agreement are
below 5% and the total annual rental payable by Hubei Shiji Yuanjing under the master property lease
agreement is less than HK$3,000,000, the transaction contemplated under the master property lease
agreement constitutes de minimis continuing connected transactions under Rule 14A.76(1) of the
Listing Rules, and is exempt from reporting, announcement and independent shareholders’ approval
requirements.
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DIRECTORS VIEW

The Company has engaged DTZ Cushman & Wakefield Limited, an independent professional
property valuer, to review the master property lease agreement and also inspect the relevant properties.
After studying the available market information and the terms of the master property |ease agreement,
DTZ Cushman & Wakefield Limited is of the opinion that the rental charged by Zhou Family under
the master property lease agreement is within reasonable range of the market rental and that the terms
of the master property lease agreement are considered fair and reasonable and on normal commercial
terms.

In the view of our Directors (including our independent non-executive Directors), it is in the
interests of our Group to continue with the continuing connected transactions described in this section
after the Listing, and that all these transactions are conducted on normal commercial terms, were
entered into in the ordinary and usual course of business of our Group, the terms are fair and
reasonable and are in the interests of our Company and our Shareholders as a whole.
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DIRECTORS AND SENIOR MANAGEMENT

The Board currently consists of nine Directors, comprising five executive Directors, one
non-executive Director and three independent non-executive Directors. The functions and duties of the
Board include convening general meetings, implementing the resolutions passed at the general
meetings, determining business and investment plans, formulating our annual financial budget and
final accounts, and formulating our proposals for profit distributions as well as exercising other
powers, functions and duties as conferred by our Articles of Association. We have entered into service
contracts with each of our executive Directors and letters of appointment with each of our
non-executive Directors and independent non-executive Directors.

Our senior management is responsible for the day-to-day management and operation of our
business.

The following table sets out certain information in respect of our Directors and senior
management:

Relationship with

Roles and other Directors
Date of Date of joining Responsibilities in or senior
Name Age Position appointment our Group our Group management
Directors
ZHOU Fuyu 41  Chairman of June 8, June 13, Responsible for None
(JAEH) ...... the Board, 2016 2006 formulating the
Executive overall
Director and development
Chief strategies and
Executive business plans
Officer of our Group
and overseeing
the Group’s
operation
ZHU Yulong 45  Executive June 8, December 1, Responsible for None
(RTHE)...... Director 2016 2006 advising on and

overseeing the
implementation
of the strategic
development
plans of our
Group

— 187 —



DIRECTORS, SENIOR MANAGEMENT AND EMPLOYEES

Relationship with

Roles and other Directors
Date of Date of joining Responsibilities in or senior
Name Age Position appointment our Group our Group management
WEN Yong 34  Executive June 8, June 13, Responsible for None
(LH) . Director 2016 2006 the supply chain
management of
the Group
HU Jiaging 45  Executive June 8, January Responsible for None
(FAEEEE) ... Director 2016 1, 2007 production
management,
quality control
and research
and
development of
our Group
HAO Lixiao 41  Executive June 8, October 8, Responsible for None
(FBSLIBE) ... Director 2016 2007 finance and
investment

related matters
as well as the
overall public
relations, legal
and compliance
matters of the
Group
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Relationship with
Roles and other Directors
Date of joining Responsibilities in

our Group our Group

or senior
management

Date of

Name Age Position appointment

PAN Pan
(BE) ...

WU Chi
Keung
() ...

CHAN Kam
Ching, Paul
(BRERTE)

LU Weidong
(R ...

37

59

62

53

Non-executive
Director

Independent
non-executive
Director

Independent
non-executive
Director

Independent
non-executive
Director

June 8,
2016

October
24, 2016

October
24, 2016

October
24, 2016

March 25,
2014

October 24,
2016

October 24,
2016

October 24,
2016
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Responsible for None
giving strategic

advice and

making
recommendations

on the

operations of

the Group

Responsible for None
supervising and
providing

independent
judgement to

our Board

Responsible for None
supervising and
providing

independent
judgement to

our Board

Responsible for None
supervising and
providing

independent
judgement to

our Board



DIRECTORS, SENIOR MANAGEMENT AND EMPLOYEES

Relationship with

Roles and other Directors
Date of Date of joining Responsibilities in or senior
Name Age Position appointment our Group our Group management
Senior Management
TONG 39 Chief Financial April 11, February 21, Responsible for None
Yingxiang Officer 2016 2012 the overall
() ... financial
management of
our Group
LI Ying 38 Chief Human  April 11, September Responsible for None
(FZ) ... Resources 2016 22, 2008 the human
Officer and resources and
Assistant to the training
Chairman of programs of our
the Board Group
BAI 38 Head of the April 11, November Responsible for None
Dongsheng Market 2016 15, 2012 managing
(AHT) ... Devel opment market
Center of ZHY development
Development related affairs

Executive Directors

Mr. ZHOU Fuyu (A E#4), aged 41, is the Chairman, an executive Director and Chief Executive
Officer. Mr. Zhou founded our business with Mrs. Zhou in 2002 and established Wuhan ZHY Holdco
on June 13, 2006. He was appointed as our Director on June 8, 2016 and is primarily responsible for
formulating the overall development strategies and business plans of our Group and overseeing the
Group’s operations. With approximately 15 years of experience in casual braised food industry, heis
the key driver of our business strategies and achievements to date and continues to oversee the
management of our operations, business, and the Group’s sales network. For further information
regarding the relationship between Mr. Zhou and the Group, see “Our History and Development”.

Mr. ZHU Yulong (4% F#), aged 45, is an executive Director and the head of our strategic
development committee. Mr. Zhu was appointed as our Director on June 8, 2016 and is primarily
responsible for advising on and overseeing the implementation of the strategic development plans of
our Group. He was the director of Wuhan ZHY Holdco from December 2006 to July 2015 and has been
a director and general manager of ZHY Development since July 2015. He has approximately ten years
of experience in corporate management. Prior to joining our Group, Mr. Zhu was the general manager
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of Wuhan Green Farm Co., Ltd. (Ui Ak (5 =2 3 = & 5 Bl A BR 35454 /), an agricultural products
distributor, from October 2006 to December 2006, where he was primarily in charge of the daily
management and operations of the company. From September 2005 to April 2006, he served as the
director of business department of Wuhan Shanlv Group (1L &k i 2 i 42 [ % 43 45 BR 2> 7]), a company
engaged in agricultural products purchasing business, where he was primarily responsible for the
overall management of chain store business department. From December 2004 to February 2005, he
worked as the buyer of procurement department of Wushang Group Hypermarket Co., Ltd. (# 7% & ¥
= UE S A FR/A F]), aretail company, where he was primarily responsible for the procurement.

Mr. Zhu obtained a bachelor’s degree in Chinese language from Nankai University (7 B k&)
in September 1992. He was employed as a visiting professor by School of Management and Economics
of Huazhong University of Technology, Wuchang Branch (£ H R K8t B 7 i 48 7545 B ER B ) in
April 2014,

Mr. WEN Yong (X B), aged 34, was appointed as an executive Director on June 8, 2016 and is
primarily responsible for the supply chain management of the Group. He was the deputy general
manager of Wuhan ZHY Holdco from March 2015 to July 2015 and is a deputy general manager of
ZHY Development. Mr. Wen was the manager of procurement and supply department and the manager
of supply chain center of Wuhan ZHY Holdco from June 2006 to April 2011 and from April 2011 to
August 2011, respectively, where he was primarily responsible for the overall operation of the
respective departments. Mr. Wen was also the general manager of Shenzhen ZHY from August 2011
to March 2015.

Mr. HU Jiaging (#1£E), aged 45, was appointed as an executive Director on June 8, 2016 and
is primarily responsible for production management, quality control and research and development of
our Group. He was the deputy general manager of Wuhan ZHY Holdco from January 2007 to July 2015
and is a deputy general manager of ZHY Development. Prior to joining our Group, he was the manager
of Wuhan Xinguangdian Property Management Co., Ltd. (7% 2% & 59 268 ¥4 R/~ 7)) from March
2003 to October 2006, a real estate company, where he was primarily responsible for the overall
management of the company.

Mr. Hu graduated from Wuhan University (&7 K#£%) majoring in economic and trade law in
June 2000.

Mr. HAO Lixiao (732 B), aged 41, was appointed as an executive Director on June 8, 2016 and
is primarily responsible for finance and investment related matters as well as the overall public
relations, legal and compliance matters of our Group. He was the deputy general manager of Wuhan
ZHY Holdco from October 2007 to July 2015 and is a deputy general manager of ZHY Development.
He is also the executive director of Shanghai ZHY and Jiangsu Dashike. Prior to joining our Group,
he worked at Wushang Sanjiaolu Shopping Centre (& =% Y +.0) as a salesman from
September 1994 to September 1997, Wushang Baisheng Hypermarket (i 7% £ 5% = 05 ) as a manager
from September 1997 to March 2000 and Wushang Hypermarket Company (& % & Ili 2> ), from April
2000 to September 2007 as a buyer of its procurement department.

Mr. Hao graduated from Hubei Economics School (WidL#Z8¥5ELEE) majoring in business
administration on June 30, 2005. He obtained the certificate of secretary to the board of directors
awarded by Shenzhen Stock Exchange on July 30, 2012.
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Mr. PAN Pan (&%), aged 37, was appointed as a non-executive Director on June 8, 2016. He
has been the non-executive director of Wuhan ZHY Holdco since March 25, 2014 as a director
representative of Tiantu Investors. He is primarily responsible for giving strategic advice and making
recommendation on the operation of the Group. He was the managing director of Tiantu Capital
Management Center LLP (I K B & A d.0 (FBRA %)) from February 2014 to January 2016
and has been the partner since February 2016. Mr. Pan also worked at Guosen Hongchuang Venture
Investment Co., Ltd. (BI{E 50813 E A R A ), an investment company.

Mr. Pan obtained a bachelor’s degree in currency banking from Hunan University (5 K£) in
July 2003 and a master’s degree in finance from Hunan University in December 2004.

Independent Non-executive Directors

Mr. WU Chi Keung (%7 3&), aged 59, was appointed as an independent non-executive Director
on October 24, 2016 and is the chairman of the audit committee. Mr. Wu has more than 30 years of
experience in financial audit and specializes in providing auditing and assurance services, financial
due diligence reviews, support services for merger and acquisitions, corporate restructuring and fund
raising engagements. Mr. Wu was a partner of Deloitte Touche Tohmatsu until he retired in December
2008. Mr. Wu is currently a director of afamily-owned private company, Born Best Company Limited,
engaging in trading and investment business, and an independent non-executive director of COFCO
Meat Holdings Limited, a pork company in China. He is also an independent non-executive director
of ChinaMedical System Holdings Limited (stock code: 867), Jinchuan Group International Resources
Co. Ltd. (stock code: 2362), Zhong Fa Zhan Holdings Limited (stock code: 475), Huabao International
Holdings Limited (stock code: 336), YuanShengTai Dairy Farm Limited (stock code: 1431) and Huajin
International Holding Limited (stock code: 2738), all of which are companies listed on the Stock
Exchange. Mr. Wu was also an independent non-executive director of the following companies listed
on the Stock Exchange: JF Household Furnishings Limited (stock code: 776) from August 16, 2011
to October 5, 2012, GreaterChina Professional Services Limited (stock code: 8193) from May 18, 2011
to July 2, 2014, China Wah Yan Healthcare Limited (stock code: 648) (formerly known as China Renji
Medical Group Limited) from January 3, 2012 to July 15, 2014 and Link Holdings Limited (stock
code: 8237) from June 20, 2014 to October 3, 2014.

Mr. Wu graduated from Hong Kong Polytechnic (now known as Hong Kong Polytechnic
University) on November 20, 1980 with a high diploma in accountancy. Mr. Wu has been an associate
of Hong Kong Institute of Certified Public Accountants since March 20, 1984 and a fellow of
Association of Chartered Certified Accountants in the United Kingdom since September 15, 1988.

Mr. Chan Kam Ching, Paul (Ff###%£), aged 62, was appointed as an independent non-executive
Director on October 24, 2016. He is the proprietor of Paul K. C. Chan & Partners, Solicitors, and is
now practicing laws in Hong Kong. Mr. Chan was an independent non-executive director of
PetroAsian Energy Holdings Limited (stock code: 850), a company listed on the Stock Exchange, from
October 21, 2002 to September 11, 2015.
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He obtained his Juris Doctor Degree from University of Toronto in June 1979. He was admitted
to practice as a barrister and solicitor in Ontario, Canada in April 1981, and as a solicitor in Hong
Kong in January 1984 and in England and Wales in July 1988, and as a barrister and solicitor of the
Australian Capital Territory in October 1991, and an advocate and solicitor of Singapore in February
1995. He is currently a China Appointed Attesting Officer, a Fellow of the Chartered Institute of
Arbitrators, a Member of Hong Kong Society of Notaries, HKIAC Accredited Mediator, a Civil
Celebrant of Marriages and Certified Tax Adviser.

Mr. LU Weidong (E#3R), aged 53, was appointed as an independent non-executive Director on
October 24, 2016. He has been the managing director of Shenzhen Junfu Investment Co., Ltd. (&I
T EREHRAF) (“Shenzhen Junfu”), an investment company, since January 2015. Prior to
joining Shenzhen Junfu, Mr. Lu worked at Shenzhen Longri Gardening Landscape Co., Ltd. (&I
HE H [ 258 4 PR A /), a gardening company, as the deputy general manager in charge of financial
management from September 2011 to December 2014. From January 2010 to August 2011, he was the
non-auditing business partner of Grant Thornton Accounting Firm (Z([F & &%) (formerly
known as Jingdu Tianhua Accountant Firm (&t #f K & 5t il $5 45 Fr)). From January 2008 to January
2010, he worked at Shanghai Junfu Panchenzhangjiahua Accounting Firm (L& 4 & & bl oR (£ #E & st
Al ZF %5 ) and successively held positions as Junfu PRC partner, managing partner of Shenzhen
Branch and secretary-general of the partners’ meeting. Mr. Lu worked as the managing partner from
March 1997 to January 2008 and the legal representative from May 1994 to March 1997 of Shenzhen
Licheng Accounting Firm (I Jial & #HAiF %) (formerly known as Shenzhen Licheng
Accounting Firm (VEIITH 2 & 5HAFFE B ). From June 1991 to March 1994, he served as the
assistant to the head of Shenzhen Guangming Accounting Firm (I8 € 51 Rl S5 %5 5r). From
December 1987 to July 1991, he successively held the positions as auditor assistant, assistant to the
manager and manager of Shekou Zhonghua Accounting Firm (&% 0 w36 stFiZE % FT). From
September 1985 to December 1987, he held positions as accounting assistant and accounting manager
of China Electronic System Project Co., Ltd. (B &+ &4 LM/ H]), an electronic construction
company.

Mr. Lu obtained a bachelor’s degree in economics from Hangzhou Dianzi University (bt &+
BLH K £) (formerly known as Hangzhou Institute of Electronic Engineering (bi & 7 T2£5:F¢)) in
July 1985. He is a Chinese Certified Public Accountant (9 [ i+ fit & 51 ifi) certified by The Chinese
Institute of Certified Public Accountants (Bl i1 it & 51l &) in October 1990.

Save as disclosed above, none of our Directors holds any other directorships in any other
company listed in Hong Kong or overseas during the three years immediately preceding the date of
this prospectus. See “ Statutory and General Information” in Appendix V to this prospectus for further
information about the Directors, including the particulars of their service contracts and remuneration,
and details of the interests of the Directors in the Shares (within the meaning of Part XV of the SFO).
Save as disclosed in this prospectus, there are no other matters in respect of each of our Directors that
isrequired to be disclosed pursuant to Rule 13.51(2) of the Listing Rules and there is no other material
matters relating to our Directors that need to be brought to the attention of our Shareholders.
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SENIOR MANAGEMENT

The senior management team of our Group, in addition to the executive Directors listed above,
is as follows:

Ms. TONG Yingxiang (E##&), aged 39, is the chief financial officer of our Group. She was
appointed to the current position on April 11, 2016 and is primarily responsible for overseeing the
overall financial management of our Group. Ms. Tong joined our Group in February 2012 and was the
chief financial officer of Wuhan ZHY Holdco from May 2014 to July 2015. From February 2012 to
April 2014, Ms. Tong held the position as the assistant to the chairman of the board of directors of
Wuhan ZHY Holdco, where she was primarily responsible for assisting the chairman with the financial
management of the Group. She has been the financial controller of ZHY Development since July 2015.
Prior to joining our Group, she was the financial manager of Wuhan Huarun Gas Co., Ltd. (i #: 4
PR A BRZAF]) from December 2009 to October 2011, an infrastructure supplier, where she was
primarily responsible for financial management. Ms. Tong worked as an audit manager of Zhongqgin
Wanxin Accounting Firm (58 # (5 & 50085 0 A R 2 w1k /- A 7)) from December 2006 to
October 2009.

Ms. Tong passed the self-study examination of higher education in accounting from Zhongnan
University of Economics and Law ("' Fg W &8 ELEL K &) in June 2003. She also passed the unified
national exam of certified public accountants in December 2006. She has been a non-practising
member of Hubei Institute of Certified Public Accountants since January 10, 2011.

Ms. LI Ying (Z#), aged 38, is the chief human resources officer and assistant to the chairman
of the Board. Ms. Li was appointed to the current position on April 11, 2016 and is primarily
responsible for managing human resources matters and training programs of our Group. She held
various positions at Wuhan ZHY Holdco from September 2008 to July 2015 in relation to human
resources management, and was the chief human resources officer of Wuhan ZHY Holdco from May
2014 to July 2015. She has been the chief human resources officer of ZHY Development since July
2015. Prior to joining our Group, she worked as human resources manager of Shanlv Agricultural
Products Group Joint Stock Company (Ll %k i 7 & 52 B i A BR 22 ®]) (“Shanlv”) from June 2005 to
January 2007, where she was primarily responsible for managing human resources of Shanlv.

Ms. Li graduated from the Department of International Trade and Commence, University of
International Business and Economics (¥ 4ME 35 & % K &) in Beijing in July 2005. She was awarded
the PRC bar by the Ministry of Justice of the PRC in Hubei Province in August 2010 and the Human
Resources Administrator (Class I1) (A J1 & IR Fili(—.4%)) by Occupational Skill Testing Authority of the
Ministry of Human Resources and Social Security of the PRC in March 2005.

Mr. BAI Dongsheng (HX#), aged 38, is the head of the market development center of ZHY
Development. Mr. Bai was appointed to the current position on April 11, 2016 and is primarily
responsible for managing market development related affairs. From November 2012 to July 2015, he
worked as a deputy general manager in Wuhan ZHY Holdco, where he was responsible for the
development of retail stores and overseeing the construction of the retail stores. Prior to joining our
Group, he served as a general manager in Wuhan Shiji Jiansheng Foods Co., Ltd. (i 4 {8 A4 &
F B/ H]), a casual braised food company, from October 2007 to November 2012, where he was
responsible for the overall operation of the company.
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Mr. Bai obtained a certificate in ideological and political education from Hubei University of
Nationalities (1L &£ Bt) in June 2001, and an EMBA from Wuhan University in June 2015.

COMPANY SECRETARY

Ms. LI Oi Lai (ZZRE), aged 43, was appointed as the company secretary of our Company on
June 8, 2016. Ms. Li is a manager of SW Corporate Services Group Limited. Ms. Li is the company
secretary of China Titans Energy Technology Group Co., Limited (stock code: 2188) and China Leon
Inspection Holding Limited (stock code: 1586), both are companies listed on the main board of the
Stock Exchange. She has over fifteen years of experience in auditing, accounting and company
secretarial matters. She obtained a bachelor’s degree in commerce (with honor) in accounting from
Hong Kong Shue Yan University in October 2010 and a master’s degree in professional accounting
from the Hong Kong Polytechnic University in November 2003. She has been an associate of the Hong
Kong Institute of Chartered Secretaries and the Institute of Chartered Secretaries and Administrators
in the United Kingdom since October 2006, a fellow member of the Association of International
Accountants since November 2014 and a fellow member of the Hong Kong Institute of Certified Public
Accountants since March 2015.

BOARD COMMITTEES
Audit Committee

The Company established an audit committee with written terms of reference in compliance with
Rule 3.21 of the Listing Rules and the Corporate Governance Code as set out in Appendix 14 to the
Listing Rules. The audit committee consists of three members, namely Mr. WU Chi Keung, Mr. CHAN
Kam Ching, Paul and Mr. LU Weidong, our independent non-executive Directors. Mr. WU Chi Keung
has been appointed as the chairman of the audit committee, and is our independent non-executive
Director processing the appropriate professional qualifications. The primary duties of the audit
committee are to review and supervise the financial reporting process and internal control system of
the Group, oversee the audit process and perform other duties and responsibilities as assigned by our
Board.

Remuneration Committee

The Company established a remuneration committee with written terms of reference in
compliance with Rule 3.25 of the Listing Rules and the Corporate Governance Code as set out in
Appendix 14 to the Listing Rules. The remuneration committee has three members, being two
independent non-executive Directors, namely Mr. CHAN Kam Ching, Paul and Mr. LU Weidong, and
one executive Director, namely Mr. ZHU Yulong. Mr. CHAN Kam Ching, Paul, our independent
non-executive Director, has been appointed as the chairman of the remuneration committee. The
primary duties of the remuneration committee are to establish and review the policy and structure of
the remuneration for the Directors and senior management and make recommendations on employee
benefit arrangement.

Nomination Committee

The Company established a nomination committee with written terms of reference in compliance
with the Corporate Governance Code as set out in Appendix 14 to the Listing Rules. The nomination
committee consists of two independent non-executive Directors, being Mr. WU Chi Keung and Mr. LU
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Weidong, and one executive Director, being Mr. ZHOU Fuyu, who is the chairman of the nomination
committee. The primary duties of the nomination committee are to make recommendations to our
Board on the appointment and removal of Directors of our Company.

Strategic Development Committee

The Company also established a strategic development committee and the Board has adopted the
terms of reference for the strategic development committee. The strategic development committee has
three members, namely Mr. ZHU Yulong, Mr. HU Jiaging and Mr. HAO Lixiao, our executive
Directors. Mr. ZHU Yulong has appointed as the chairman of the strategic development committee.
The primary duties of the strategic development committee are to review and advise the mid to long
term strategic positioning, development plans and investment decisions of the Company and make
recommendations to the Board, to monitor and review the implementations of strategic plans, to advise
on major investment projects, merger and acquisitions, brand strategies or any other material matters
which will affect the Company’s long term development.

CODE PROVISION A.2.1 OF THE CORPORATE GOVERNANCE CODE

Mr. Zhou is our chairman and chief executive officer. With extensive experience in casual
braised food industry, Mr. Zhou is responsible for the overall development strategies and business
plans of the Group and overseeing the Group’s operation. We believe he is instrumental to our growth
and business expansion since our establishment in 2006. Our Board considers that vesting the roles
of chairman and chief executive officer in the same person is beneficial to the management of our
Group. We believe that the balance of power and authority is ensured by the operation of the senior
management and our Board, which comprises experienced and high-caliber individuals. Our Board
currently comprises five executive Directors (including Mr. Zhou), one non-executive Director and
three independent non-executive Directors and therefore we believe it has afairly strong independence
element in its composition.

Save as disclosed above, we are in compliance with all code provisions of the Corporate
Governance Code as set out in Appendix 14 to the Listing Rules.

WAIVER GRANTED BY THE STOCK EXCHANGE
Management presence

We have applied to the Stock Exchange for, and the Stock Exchange has granted, a waiver from
strict compliance with the requirement under Rule 8.12 of the Listing Rules in relation to the
requirement of management presence in Hong Kong. For details of the waiver, see “Waiver from
Compliance with the Listing Rules — Waiver in relation to Management Presence in Hong Kong” in
this prospectus.

COMPENSATION OF DIRECTORS AND SENIOR MANAGEMENT

The aggregate amount of remuneration our Directors have received (including fees, salaries,
contributions to pension schemes, discretionary bonuses, housing and other allowances and other
benefits in kind) for the three years ended December 31, 2013, 2014 and 2015 and the six months
ended June 30, 2016, was approximately RMB3.9 million, RMB3.7 million, RMB5.9 million and
RMB2.3 million, respectively.
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The aggregate amount of emoluments, including fees, salaries, contributions to pension schemes,
discretionary bonuses, housing and other allowances and other benefitsin kind paid to our five highest
paid individuals of our Company, including Directors, during each of the three years ended December
31, 2013, 2014 and 2015 and the six months ended June 30, 2016, was approximately RMB4.8 million,
RMB4.1 million, RMB6.6 million and RMB2.8 million, respectively.

Under the arrangements currently in force, the aggregate amount of remuneration, excluding
discretionary bonuses, payable to our Directors for the year ending December 31, 2016 is estimated
to be approximately RMB3.8 million.

No remuneration was paid by us to our Directors or the five highest paid individuals as an
inducement to join or upon joining us or as a compensation for loss of office in respect of the three
years ended December 31, 2013, 2014 and 2015 and the six months ended June 30, 2016. Further, none
of our Directors had waived any remuneration during the same period.

Save as disclosed above, no other payments have been made or are payable in respect of each
of the three years ended December 31, 2013, 2014 and 2015 and the six months ended June 30, 2016
by our Group to the Directors.

Our Board will review and determine the remuneration and compensation packages of our
Directors and senior management which, following the Listing, will receive recommendation from our
Remuneration Committee which will take into account salaries paid by comparable companies, time
commitment and responsibilities of the Directors and performance of our Group.

COMPLIANCE ADVISOR

We have appointed Guotai Junan Capital Limited as our compliance advisor (the “Compliance
Advisor”) upon listing of our Shares on the Stock Exchange in compliance with Rule 3A.19 of the
Listing Rules. Pursuant to Rule 3A.23 of the Listing Rules, the Compliance Advisor will provide
advice to us when consulted by us in the following circumstances:

(i) the publication of any regulatory announcement, circular or financial report;

(if) where a transaction, which might be a notifiable or connected transaction, is contemplated
including share issues and share repurchases;

(ifii) where we propose to use the proceeds of the Global Offering in a manner different from that
detailed in this prospectus or where its business activities, developments or results deviate
from any forecast, estimate, or other information in this prospectus; and

(iv) where the Stock Exchange makes an inquiry of our Company regarding unusual movements
in the price or trading volume of the Shares of our Company.

The term of the appointment shall commence on the Listing Date and end on the date on which
our Company distributes its annual report in respect of its financial results for the first full financial
year commencing after the Listing Date and this appointment may be subject to extension by mutual
agreement.
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So far as our Directors are aware, after the completion of the Share Subdivision and immediately

following the completion of the Capitalization Issue and the Global Offering and assuming that the
Over-allotment Option is not exercised, each of the following persons will have an interest or a short
position in the Shares or underlying Shares which will be required to be disclosed to the Company and
the Stock Exchange under the provisions of Division 2 and 3 of Part XV of the SFO or will be, directly
or indirectly, interested in 10% or more of the nominal value of any class of share capital carrying
rights to vote in all circumstances at general meetings of the Company:

Shares/Underlying Shares
held immediately prior to

completion of the Global Shares held immediately
Offering (but after following the completion of
completion of the the Capitalization Issue and
Name Nature of interest® Capitalization Issue) the Global Offering
Number Percentage Number Percentage
Mrs. Zhou® ..o, Interest in a controlled 1,472,225,500 77.69% 1,472,225,500 63.47%
corporation
BVI Holdco | ....cccvvveeeiiiinnnn, Beneficial owner 1,190,818,000 62.84% 1,190,818,000 51.34%
BVI Holdco Il ....ccvvveeeiniinnnn, Beneficial owner 32,480,300 1.71% 32,480,300 1.40%
BVI Holdco IV .....ooeveeeiiiinnnn, Beneficial owner 248,927,200 13.14% 248,927,200 10.73%
Mr. Zhou® ..o Interest of spouse 1,472,225,500 77.69%  1,472,225,500 63.47%
Tiantu Investments™ ............... Beneficial owner 182,886,450 9.65% 182,886,450 7.89%
Tiantu Advisory Company Interest in a controlled 182,886,450 9.65% 182,886,450 7.89%
Limited™ ........ocooiiiiiinn corporation
Shenzhen Tiantu @ ................. Interest in a controlled 182,886,450 9.65% 182,886,450 7.89%
corporation
Wang Yonghua® .................... Interest in a controlled 182,886,450 9.65% 182,886,450 7.89%
corporation
Notes:
(1)  All interests stated are long positions.
(2) Theentireissued share capital of BVI Holdco | and BVI Holdco Il are held by Mrs. Zhou, therefore Mrs. Zhou is deemed
to be interested in 1,190,818,000 Shares and 32,480,300 Shares held by BVI Holdco | and BVI Holdco II, respectively.
Since Mrs. Zhou owns 60.658% of BV Holdco IV, Mrs. Zhou is also deemed to be interested in 248,927,200 Shares held
by BVI Holdco IV.
(3) Mr. Zhou is the spouse of Mrs. Zhou and is deemed to be interested in the Shares which are interested by Mrs. Zhou under
the SFO.
(4)  Tiantu Investments, a company incorporated in the BV, holds 182,886,450 Shares, representing 7.89% of the total issued

share capital of the Company. Tiantu Advisory Company Limited holds 91.70% of Tiantu Investments and is wholly
owned by Shenzhen Tiantu, a company listed on the National Equities Exchange and Quotations (NEEQ: 833979) in the
PRC. Mr. Wang Yonghua holds 59.80% shareholding interest in Shenzhen Tiantu. Therefore, under Part XV of the SFO,
each of Tiantu Investments, Tiantu Advisory Company Limited, Shenzhen Tiantu and Mr. Wang Yonghua is deemed to
be interested in 182,886,450 Shares held by Tiantu Investments, representing 7.89% of the total issued share capital of
the Company.
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Save as disclosed above, our Directors are not aware of any person who will, immediately
following the completion of the Capitalization Issue and the Global Offering (assuming that the
Over-allotment Option is not exercised), have an interest or a short position in the Shares or
underlying Shares which will be required to be disclosed to the Company and the Stock Exchange
under the provisions of Division 2 and 3 of Part XV of the SFO or will be, directly or indirectly,
interested in 10% or more of the nominal value of any class of share capital carrying rights to vote
in all circumstances at general meetings of the Company.

Our Directors are not aware of any arrangement which may result in any change of control in the
Company at any subsequent date.
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AUTHORIZED AND ISSUED SHARE CAPITAL

The following is a description of the authorized share capital of our Company as of the Latest
Practicable Date and immediately following the completion of the Global Offering:

Authorized share capital

Total nominal
Shares Description Nominal value value

5,000,000 As of the Latest Practicable Date US$0.01  US$50,000.00
50,000,000,000 After the completion of the Share Subdivision US$0.000001  US$50,000.00
and immediately following the Capitalization
Issue and the Global Offering

The following is a description of the issued share capital of our Company in issue and to be
issued as fully paid or credited as fully paid prior to and immediately following the completion of the
Global Offering:

Issued share capital
As of the Latest Practicable Date

Total nominal
Shares Nominal value value

100,000 ... e US$0.01 US$1,000.00

Immediately after the completion of the Global Offering and before any exercise of the
Over-allotment Option

Total nominal

Shares Description of Shares Nominal value value
1,000,000,000 Shares in issue after the Share Subdivision US$0.000001 US$1,000.00
895,000,000 Shares issued pursuant to the Capitalization US$0.000001 US$895.00
Issue
424,470,000 Shares to be issued pursuant to the Global US$0.000001 uSss$424.47
Offering
2,319,470,000 Total — US$2,319.47

ASSUMPTIONS

The above table assumes that the Global Offering becomes unconditional and the Shares are
issued pursuant to the Capitalization Issue and the Global Offering. The above does not take into
account any shares which may be issued pursuant to the exercise of the Over-allotment Option or any
Shares which may be issued or repurchased by our Company pursuant to the general mandates granted
to our Directors to issue or repurchase Shares as described below.
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RANKINGS

The Shares are ordinary shares in the share capital of our Company and rank equally with all
Shares currently in issue or to be issued and, in particular, will rank in full for all dividends or other
distributions declared, made or paid on the Sharesin respect of a record date which falls after the date
of this prospectus.

GENERAL MANDATE TO ISSUE AND REPURCHASE SHARES

Subject to the conditions stated in “ Structure of the Global Offering — Conditions of the Global
Offering”, our Directors have been granted general unconditional mandate to issue and repurchase our
Shares.

For further details of these general mandate, please see “Statutory and General Information —
A. Further Information about Our Group — 3. Resolutions in Writing of the Shareholders of Our
Company” in Appendix V.

CIRCUMSTANCES UNDER WHICH GENERAL MEETINGS AND CLASS MEETINGS ARE
REQUIRED

Our Company has only one class of shares, namely ordinary shares, each of which ranks pari
passu with the other Shares.

Pursuant to the Cayman Companies Law and the Articles of Association, the Company may, by
an ordinary resolution of its members, (a) increase its share capital by the creation of new shares of
such amount as it thinks expedient; (b) consolidate or divide all or any of its share capital into shares
of larger or smaller amount than its existing shares; (c) divide its unissued shares into several classes
and attach thereto respectively any preferential, deferred, qualified or special rights, privileges or
conditions; (d) subdivide its shares or any of them into shares of an amount smaller than that fixed
by the Memorandum; (e) cancel shares which, at the date of the passing of the resolution, have not
been taken or agreed to be taken by any person and diminish the amount of its share capital by the
amount of the shares so cancelled; (f) make provision for the issue and allotment of shares which do
not carry any voting rights; (g) change the currency of denomination of its share capital; and (h)
reduce its share premium account in any manner authorized, and subject to any conditions prescribed
by law.

Subject to the Cayman Companies Law and to confirmation by the court, the Company may, if
so authorized by its Articles of Association, by special resolution, reduce its share capital in any way.
For details, see “Summary of the Constitution of Our Company and Cayman Companies Law — 2.
Articles of Association — (iii) Alteration of Capital” in Appendix IV.

Subject to the Cayman Companies Law, if at any time the share capital of the Company is divided
into different classes of shares, all or any of the special rights attached to any class of shares may
(unless otherwise provided for by the terms of issue of the shares of that class) be varied, modified
or abrogated either with the consent in writing of the holders of not less than three-fourths in nominal
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value of the issued shares of that class or with the sanction of a special resolution passed at a separate
general meeting of the holders of the shares of that class. For details, please refer to “Summary of the
Constitution of Our Company and Cayman Companies Law — 2. Articles of Association — (ii)
Variation of Rights of Existing Shares or Classes of Shares” in Appendix IV.

Pursuant to the Articles of Association, extraordinary general meetings may be convened on the
requisition of one or more Shareholders holding, at the date of deposit of the requisition, not less than
one tenth of the paid up capital of the Company having the right of voting at general meetings. Such
requisition shall be made in writing to the Board or the secretary for the purpose of requiring an
extraordinary general meeting to be called by the Board for the transaction of any business specified
in such requisition. Such meeting shall be held within 2 months after the deposit of such requisition.
If within 21 days of such deposit, the Board fails to proceed to convene such meeting, the
requisitionist(s) himself/herself (themselves) may do so in the same manner, and all reasonable
expenses incurred by the requisitionlist(s) as a result of the failure of the Board shall be reimbursed
to the requisitionist(s) by the Company.
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You should read the following discussion and analysis with our consolidated financial
information, including the notes thereto as of and for each of the years ended December 31,
2013, 2014 and 2015 and the six months ended June 30, 2016 as well as our unaudited
consolidated financial information as of and for the six months ended June 30, 2015 included
in the Accountants’ Report set out in Appendix | to this prospectus. Our consolidated financial
information has been prepared in accordance with HKF RS, which may differ in material aspects
from generally accepted accounting policies in other jurisdictions.

The following discussion and analysis contain forward-looking statements that reflect our
current views with respect to future events and financial performance that involve risks and
uncertainties. These statements are based on assumptions and analysis made by usin light of our
experience and perception of historical events, current conditions and expected future
developments, as well as other factors we believe are appropriate under the circumstances. In
evaluation our business, you should carefully consider the information provided in the section
headed “ Risk Factors’ in this prospectus. Certain amounts and percentage figures included in
this prospectus have been subject to rounding adjustments. Accordingly, figures shown as totals
in certain tables may not be an arithmetic aggregation of the figures preceding them.

OVERVIEW

We are a leading brand and retailer of casual braised food in China. According to Frost &
Sullivan, in the twelve months ended June 30, 2016, we were the second largest casual braised food
company in China by revenue and our revenue accounted for approximately 6.8% of total revenue
generated by China’'s casual braised food companies. We were also the second largest casual braised
food company in China by retail sales value and our retail sales value accounted for approximately
5.5% of total retail sales value of China’'s casual braised food companies during the same period. We
operated the second largest self-operated retail store network in China among casual braised food
companies as of June 30, 2016. According to Frost & Sullivan, we recorded an industry leading
average revenue per self-operated retail store among all major casual braised food producersin China
in the twelve months ended June 30, 2016. In addition, according to the same source, we had the
largest market share in terms of revenue generated from online channels among all casual braised food
producersin Chinain the twelve months ended June 30, 2016. We were the number one brand in terms
of top-of-mind awareness and customer satisfaction and frequency of customer patronage among all
casual braised food brands, according to a customer survey conducted by Frost & Sullivan in 20 cities
in China in 2015.

Our products possess a popular and rich flavor, which appeals to consumers in different regions
of China. We believe that our high quality and popular products together with the convenient and
hygienic consumption experience we promote have successfully made our brand “Zhou Hei Ya
(JAI A1) synonymous with the rapidly growing casual braised food market in China. According to a
consumer survey conducted by Frost & Sullivan in 20 citiesin Chinain 2015, we ranked first in terms
of top-of-mind awareness and customer satisfaction among all casual braised food brands.

We contributed to transforming the casual braised food industry by upgrading its retail model
from traditional roadside stalls into branded chain stores with a distinguishable brand image and
hygienic shopping spaces that provide products and services of consistent quality. According to Frost
& Sullivan, we are the first braised food company that has achieved a complete shift from selling
unpackaged products to MAP products.
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As a result of our highly standardized and scalable business model premised upon our
commitment to food safety and high quality products, our strong brand recognition, well-established
self-operated retail store network, tailored and creative branding and marketing strategies adopting
entertaining and interactive media formats efficient and effective supply chain management supported
by our strong quality assurance system and experienced and visionary management team, we have
achieved remarkable growth during the Track Record Period. Our total revenue increased from
RMB1,217.6 million in 2013 to RMB1,809.1 million in 2014, and further to RMB2,432.0 million in
2015, representing a CAGR of 41.3% from 2013 to 2015. Our net profit increased from RMB259.9
million in 2013 to RMB410.9 million in 2014, and further to RMB552.7 million in 2015, representing
a CAGR of 45.8% from 2013 to 2015. Our total revenue increased by 18.3% from RMB1,174.7 million
for the six months ended June 30, 2015 to RMB1,389.1 million for the corresponding period in 2016
and our net profit increased by 40.8% from RMB270.4 million for the six months ended June 30, 2015
to RMB380.7 million for the corresponding period in 2016.

BASIS OF PRESENTATION

Pursuant to “Our History and Development”, Wuhan ZHY Holdco, ZHY Development and their
subsidiaries now comprising the Group were under the common control of the Controlling
Shareholders before and after the Reorganization. The financial information presents the consolidated
results, cashflows and financial position of the companies comprising the Group, by applying the
principles of merger accounting as if the group structure had been in existence throughout 2013, 2014
and 2015 and the six months ended June 30, 2016 as of the earliest period presented. The accounts of
Wuhan ZHY Holdco have been included in the financial information throughout 2013, 2014 and 2015
and the six months ended June 30, 2016 as they formed an integral part of the proposed Listing and
were not managed separately. Accordingly, they were reflected in the financial information up to July
26, 2015, the effective date when Wuhan ZHY Holdco disposed of its operating assets to the Group.
The assets and liabilities retained by Wuhan ZHY Holdco as of July 26, 2015, totaling approximately
RMB821.8 million are reflected in the financial information as a distribution made to the equity
holders of the Group on July 26, 2015.

The consolidated statements of profit or loss and other comprehensive income, statements of
changes in equity and statements of cash flows of the Group for 2013, 2014 and 2015 and the six
months ended June 30, 2016 include the results and cash flows of all companies now comprising the
Group from the earliest date presented or since the date when they first came under the common
control of the Controlling Shareholders, whichever is earlier. The consolidated statements of financial
position of the Group as of December 31, 2013, 2014 and 2015 and June 30, 2016 have been prepared
to present the assets and liabilities of the subsidiaries using the existing book value from the
Controlling Shareholders’ perspective. No adjustments are made to reflect the fair value, or recognize
any new assets or liabilities as a result of the Reorganization.

All intra-group transactions and balances have been eliminated on consolidation.
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SIGNIFICANT FACTORS AFFECTING OUR RESULTS OF OPERATIONS

We believe that a number of factors directly or indirectly affect our business, financial condition
and results of operations, including the factors discussed below:

° Customer demand for casual braised food and changes in customer preferences;

° Number of our stores in operation and expansion of our self-operated retail store network;

° Average selling price of our products;

° Customer traffic and average spending per purchase order;

° Same store comparable sales;

o Production capacity, expansion and utilization rates;

° Raw material costs;

° Labor costs; and

° L ease expenses.

Customer demand for casual braised food and changes in customer preferences

Our results of operations have been and will continue to be influenced by consumer spending on
casual braised food in China, which is largely affected by improvements in living standards in China.
As aresult of the strong economic growth, China has experienced a significant increase in per capita
disposable income which drives the significant growth in China’s casual braised food industry. We
have in the past benefitted from the robust growth of our industry. According to Frost & Sullivan, the
casual braised food has been the fastest-growing market segment in the overall casual food industry
in China by retail sales value with a CAGR of 17.6% from 2010 to 2015. This market is expected to
generate retail sales of RMB123.5 billion in 2020 with a CAGR of 18.8% from 2015 to 2020. Going
forward, we expect that the macro-economy in China and its growth will continue to significantly
affect the growth of the casual braised food industry as well as our business.

Customers’ demand is also affected by a number of other factors, including their perceptions of
safety and quality of casual braised food products, dietary habits, taste preferences, etc. As a leading
brand and retailer of casual braised food in China, we believe that our popular and rich-flavored
products, proven track record, and ability to innovate and adapt to changing customer preferences
well-position us to capture the growth opportunities in China's fast growing casual braised food
industry. We have strived to capture the growth opportunity of our market by broadening the reach of
our products.
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Number of our stores in operation and expansion of our self-operated retail store network

We place a strategic focus on the development of our self-operated retail store network. Our
revenue is largely affected by the number and performance of stores in our network as well as our
ability to open new stores. The number of our self-operated retail storesin our network increased from
389 as of December 31, 2013, to 468 as of December 31, 2014, and further to 641 as of December 31,
2015 and 716 as of June 30, 2016. The table below sets forth the growth in the number of our
self-operated retail stores during the Track Record Period.

Year Ended December 31, Six Months Ended June 30,
2013 2014 2015 2015 2016
Beginning of period .................... 349 389 468 468 641
Additions ... 97 117 222 115 96
ClOSUIES....civeiicie e (57) (38) (49) (20) (21)
Net iNCrease ......ccceevvvevveveiniinennnnn, 40 79 173 95 75
End of period .........ccccoeiiiiiiiinnnnn. 389 468 641 563 716

In order to further broaden our customer base and expand our market share, we plan to continue
to expand our geographic coverage and deepen our market penetration by increasing the number of our
self-operated retail stores. We plan to open a total of approximately 187 new stores in 2016 based on
our current operation and expansion plans. A substantial portion of our capital expenditures include
furnishings and displays prior to the official store opening. In the first six months of 2016, we opened
96 new stores and closed 21 stores. We estimate the total capital expenditures for the opening of the
remaining 91 stores for the year ending December 31, 2016 to be approximately RMB10.9 million.

We strategically locate our stores in areas with high pedestrian traffic and high concentrations
of our customers, such as transport hubs, commercial complexes and shopping malls, business
districts, schools and colleges and large scale residential districts, with the aim to increase the
convenience of consumers to make purchases and enhance the visibility of our brand and products.
During the Track Record Period, revenue derived from the transport hub stores was approximately
RMB340.5 million, RMB589.0 million, RMB843.0 million, RMB405.4 million and RMB480.6 million
in 2013, 2014 and 2015 and the six months ended June 30, 2015 and 2016, respectively, representing
approximately 28.0%, 32.6%, 34.7%, 34.5% and 34.6% of total revenue over the same periods. The
continuous increase was mainly due to the expanding coverage of our transport hub stores. On the
other hand, revenue derived from the remaining non-transport hub stores was approximately
RMB747.2 million, RMB1,000.1 million, RMB1,288.4 million, RMB627.1 million and RMB736.8
million in 2013, 2014 and 2015 and the six months ended June 30, 2015 and 2016, respectively,
representing approximately 61.4%, 55.3%, 53.0%, 53.4% and 53.0% of total revenue over the same
periods.
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The table below sets forth (i) a breakdown of the number of our self-operated retail store network
and (ii) a breakdown of revenue contribution as a percentage of total revenue generated from
self-operated retail stores, each presented by geographic location during the periods indicated.

CAGR
As of December 31, (2013- As of June 30,
2013 2014 2015 2015) 2015 2016
% % % % % %
Number of stores
Central China® ...... 283 728 314 671 341 532 96 326 579 361 504
Southern China®..... 69 17.7 81 17.3 140 21.8 424 127 226 157 219
Eastern China® ...... 18 4.6 32 6.8 63 9.8 87.1 47 8.3 79 11.0
Northern China® ... 19 49 41 8.8 80 12.5 105.2 58 10.3 90 12.6
Southwestern
china® .............. — — — — 17 27 NA 5 09 29 41
Total number of
StOreS....ccvveeennn. 389 100.0 468 100.0 641 100.0 284 563 100.0 716 100.0
CAGR
Years Ended December 31, (2013- Six Months Ended June 30,
2013 2014 2015 2015) 2015 2016
RMB'000 %  RMB'000 %  RMB’000 % %  RMB000 %  RMB000 %
(Unaudited)
Revenue

Central China™.... 902,074 82.9 1,237,539 77.8 1,493,759 70.1 28.7 753,410 73.0 844,134 69.3
Southern China® . 120,390 111 190,238 120 325,755 15.3 645 142,621 138 167,801 138
Eastern China®.... 29,246 2.7 72,8% 46 143320 6.7 1214 63,385 6.1 101,042 8.3
Northern China®® 35,956 3.3 88463 5.6 154,751 7.3 1075 69,152 6.7 93,052 7.6
Southwestern

China.......... — — — — 13843 0.6 N.A. 3,962 04 11,370 10
Total oo, 1,087,666 1000 1,589,134  100.0 2,131,428  100.0 400 1,032,530 1000 1,217,399  100.0
Notes:

(1)  Comprises Hubei Province, Hunan Province, Henan Province and Jiangxi Province.
(2)  Comprises Guangdong Province (including Shenzhen).

(3)  Comprises Shanghai, Jiangsu Province and Zhejiang Province.

(4)  Comprises Beijing and Tianjin.

(56)  Comprises Chongging and Sichuan Province.

During the Track Record Period, self-operated retail stores located in the central China market
had contributed a significant portion of our revenue and profits. This is due primarily to the stronger
brand recognition and broad and loyal customer base we have established there. Sales in other regional
markets also grew significantly, partially because of our successful store network expansion. We
believe we will continue to be the market leader in central China, while the other regional markets

— 207 —



FINANCIAL INFORMATION

represent significant market potential for usin the future when our brand and products gradually gain
market awareness and recognition.

° During the Track Record Period, the Breakeven Period of our newly opened self-operated
retail stores generally ranged from one to two months, and the Investment Payback Period
of our newly opened self-operated retail stores generally ranged from two to six months.

° We incurred relatively lower capital expenditures in relation to our new store openings
during the Track Record Period as compared to the new store opening costs of other
retailers that might have bigger average retail store size and wider product offerings in
China. Our average capital expenditure to open a self-operated retail store was
approximately RMB133.8 thousand, RMB108.8 thousand, RMB98.4 thousand and
RMB107.3 thousand, respectively, in 2013, 2014 and 2015 and the six months ended June
30, 2016. Our average capital expenditure to open a self-operated retail store decreased in
2014 and 2015 as we standardized our store establishment procedures, as well as
centralized procurement of in-store furnishings and display which significantly reduced the
upfront investment for new self-operated retail store openings.

As aresult, the proportion of new stores we have in operation during any period may affect our
overall results of operations. To a lesser extent, the closure of underperforming stores may also affect
our overall revenue and profit levels.

Average selling price of our products

Our ability to price our products at desired levels has been, and will continue to be, important
to our business and results of operations. We generally take into account a number of factors to set
the price of our products, including production costs, market demand, local purchasing power, rental
expenses and level of competition. Although the casual braised food industry is fragmented with
increased competition among existing market playersin China, we believe our leading position in our
industry in China as well as our brand recognition and product quality have provided us with strong
pricing power.

During the Track Record Period, the increase in our revenue was partly attributable to increases
in the average selling price of our products as a result of the launch of fixed-weighted packages for
our MAP products and individually-packed vacuum packages for our vacuum packaged products, each
of which had a higher retail price compared to our conventional family size packaged products. These
increases were also attributable to increased revenue contribution from self-operated retail stores in
affluent regions in China, in which the overall selling prices of our products are generally higher than
those in self-operated retail storesin other regionsin China. The following table sets forth the revenue
contribution, the sales volume and the average selling prices of our product categories for the periods
indicated:

Year Ended December 31, Six Months Ended June 30,
2013 2014 2015 2015 2016
Average Average Average Average Average
Selling Selling Selling Selling Selling
Sales Price Sales Price Sales Price Sales Price Sales Price

Revenue Volume (RMB/  Revenue Volume (RMB/ Revenue Volume (RMB/  Revenue Volume (RMB/  Revenue Volume (RMB/
(RMB'000)  (tons) kg) (RMB'000) (tons) kg) (RMB'000) (tons) kg)  (RMB'000) (tons) kg)  (RMB’000) (tons) kg)

(Unaudited)
Ducks and duck part
products® ....... 1,090,000 17,045 639 1,662,589 23548 706 2,206,208 27,293 80.8 1,064,644 13731 715 1,231,851 13932 88.4
Other products®@... 127577 2,543 50.2 146,493 2,727 537 225801 3,327 67.9 110,048 1,625 67.7 157,284 2,146 733

Total e 1,217,577 19,588 1,809,082 26,275 2,432,009 30,620 1,174,692 15,356 1,389,135 16,078
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Notes:
(1) The average selling prices are for indicative purpose only. Our various products are sold in different specifications with

a wide price range, see “Business — Our Products” for more details.
(2)  Other products mainly include braised red meat, braised vegetable products and other braised poultry.

The following table sets forth the revenue contribution, the sales volume and the average selling
prices of our main products by packaging we sold for the periods indicated:

Year Ended December 31, Six Months Ended June 30,
2013 2014 2015 2015 2016
Average Average Average Average Average
Selling Selling Selling Selling Selling
Sales Price Sales Price Sales Price Sales Price Sales Price

Revenue Volume (RMB/  Revenue Volume (RMB/ Revenue Volume (RMB/  Revenue Volume (RMB/ Revenue Volume (RMB/
(RMB'000)  (tons) kg)  (RMB'000) (tons) kg) (RMB'000) (tons) kg)  (RMB'000) (tons) kg)  (RMB’000) (tons) kg)
(Unaudited)

MAPD@ ..., 459,972 7,753 59.3 1,264,589 19,322 65.5 2,082,982 26,961 713 985695 13532 72.8 1232220 14,686 83.9

Vacuum
packaged®® ... 280,161 3,842 729 367,484 4,431 82.9 314,880 3515 89.6 170,572 1,693 100.8 138535 1,276 108.6
Unpackaged® ......... 461,851 7,904 58.4 155352 2,419 64.2 — — — — — — — — —

Notes:

(1) The average selling prices are for indicative purpose only. Our various products are sold in different specifications with
a wide price range, see “Business — Our Products” for more details. We also offer sauce and other products,
specifications and price ranges of which vary significantly. Therefore, the presentation of average selling price for other
products is not meaningful.

(2) For indicative purpose only, the following table sets forth the average selling prices of our MAP products expressed in

RMB per box.
Year Ended December 31, Six Months Ended June 30,
2013 2014 2015 2015 2016
Sales Sales Sales Sales Sales
Volume Volume Volume Volume Volume

(boxes) RMB/box (boxes) RMB/box (boxes) RMB/box (boxes) RMB/box (boxes) RMB/box
(Unaudited)

MAP ......... 217,354,000 16.8 74,283,000 17.0 107,192,000 19.4 51,806,000 19.0 59,397,000 20.7

(3)  The average selling price of our vacuum packaged products in the first half of a calendar year is generally higher than
that of the full year, primarily due to the sales of gift boxes during the Chinese New Year holiday which typically have

higher selling prices.
Customer traffic and average spending per purchase order

Our results of operations have been and will continue to be influenced by changes in customer
traffic and average spending per purchase order. Average customer traffic and average spending per
purchase order at our stores are affected by various factors, including macroeconomic factors, location
of stores, product type and pricing, changes in discretionary spending patterns, consumer tastes and
the competitive landscape in our regional markets. Customer traffic is also impacted by the opening
of new stores in the existing markets as some of our customers may be diverted from our existing

stores to our new stores.
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Average spending per purchase order is a measure of VAT-inclusive sales generated by our
self-operated retail stores over a specified period divided by the number of purchase orders in the
relevant stores during the same period. It is mainly determined by the number of items our customers
purchase and the selling prices of these products. We strategically locate our stores in areas such as
transport hubs, commercial complexes and shopping malls, business districts, schools and colleges
and large scale residential districts, which we believe have high pedestrian traffic and high
concentrations of our customers. Average spending per purchase order of our self-operated retail
stores increased from approximately RMB42.00 in 2013 to RMB51.71 in 2014, and further to
RMB56.27 in 2015. Average spending per purchase order of our self-operated retail stores amounted
to RMB58.95 in the six months ended June 30, 2016. The following table sets forth a sensitivity
analysis on the fluctuation in average spending per purchase order of our self-operated retail stores
during the Track Record Period, which illustrates the hypothetical effects on our net profit with 5%,
10%, 15% and 23% (being the maximum fluctuation of average spending per purchase order during
the Track Record Period) increase or decrease in our average spending per purchase order of our
self-operated retail stores. Because a number of assumptions have been applied, this sensitivity
analysis is for illustration only, and actual results may differ from those illustrated below.

Change in Net Profit for the Year/Period due to Change in
Average Spending per Purchase Order

+/-5% +/-10% +/-15% +/-23% @

RM B’ 000 RM B’ 000 RM B’ 000 RM B’ 000
2003 +/-23,314 +/-46,628 +/-69,942  +/-107,799
2014 oo +/-32,597 +/-65,194 +/-97,791  +/-150,722
2005 e +/-45,120 +/-90,240 +/-135,360 +/-208,626
Six months ended June 30, 2015 ............. +/-21,218 +/-42,436 +/-63,654 +/-98,108
Six months ended June 30, 2016 ............. +/-28,624 +/-57,248 +/-85,872  +/-132,352

Note:

(1) Maximum fluctuation of average spending per purchase order is based on the largest annualized fluctuation of spending
per purchase order during any calendar year within the Track Record Period. This is calculated as the largest annualized
period-over-period increase during any calendar year within the relevant period.

We have also strategically prioritized expansion in affluent cities in China with high population
density, as we believe such areas can provide us with a more sizeable and stable customer base. We
also expect to continue to leverage online marketing activities to drive more traffic to our online stores
and promote online sales, which in turn will have a positive impact on our results of operations.

Same store comparable sales

Our profitability is affected in part by our ability to successfully grow revenue from our existing
stores. The same store sales growth rate provides a period-to-period comparison of store performance
because it excludes the increases due to the opening of new stores by comparing the operational and
financial performance of those stores that have been in operation. We define our same store base to
be those self-operated retail stores that were in operation throughout the relevant periods.
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Same store comparable sales largely depend on average customer traffic and average spending
per purchase order, see “— Customer traffic and average spending per purchase order” above. We are
committed to further improving our financial performance by achieving higher same store sales
growth through initiatives such as launching MAP products, enhancing customers’ shopping
experience to attract repeat customers, and extending our operating hours.

The following table sets forth our same store comparable sales and relevant information for the
periods indicated.

Six Months Ended
June 30,
2013 versus 2014 2014 versus 2015 2015 versus 2016

Number of comparable self-operated

retail StOres .......ccccccvvveviiieeiiiiiiiiinnnn. 248 328 426
Total comparable store sales (in RMB

MITTON e 886 1,112 1,386 1,549 944 990
Same store sales growth rate ............... 25.5% 11.8% 4.9%

The significantly high same store sales growth rate from 2013 to 2014 was primarily because a
large number of transport hub stores which we opened prior to 2013 became mature and recorded
increased revenue during this period. We maintained positive same store sales growth rates from 2014
and 2015 and from the six months ended June 30, 2015 to the corresponding period in 2016, primarily
due to an overall increase in average selling prices of our products as a result of the introduction of
fixed-weighted packages for our MAP products. In addition, these positive same store sales growth
rates also reflected the overall upward price adjustments of our products across various regions in
China.

Production capacity, expansion and utilization rates

Our ability to expand production capacity has had and will continue to have a significant impact
on our ability to capture the growing demand for casual braised food, which in turn will affect our
revenue and results of operations. We have two processing facilities located in Wuhan and Shanghai,
respectively. We are in the process of establishing additional facilities to expand our production
capacity. See “Business — Our Production — Production Facilities” for more details.

To ensure and constantly improve the flavor, quality and safety of our products and adapt to
changing customer preferences, we have been investing in research and development of advanced
processing technologies, equipment and facilities to ensure the constantly high quality and safety of
our products. Our capacity expansion, specifically, the opening of new processing facilities, will
increase our capital expenditures in connection with land use rights, plant, machinery and equipment
in the short term. We believe additional processing facilities will enable us to expand our market
reach, increase our market share and reduce our logistics costs.

In addition, the utilization rates of our processing facilities, which reflect the actual production
output as compared to the designed production capacity in a specific period, may impact our results
of operations. A higher utilization rate typically results in relatively lower marginal cost of each unit
produced, resulting in a higher overall profit margin. During the Track Record Period, the average
annual utilization rate of our processing facilities for MAP products was 69.8%, 80.9%, 80.9% and
89.5%, respectively, in 2013, 2014 and 2015 and the six months ended June 30, 2016.
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Raw material costs

Our results of operations have been and will continue to be affected by raw material costs.
During the Track Record Period, our raw material costs amounted to RMB409.2 million, RMB656.5
million, RMB845.5 million, RMB425.9 million and RMB408.2 million, respectively, in 2013, 2014
and 2015 and the six months ended June 30, 2015 and 2016, accounting for approximately 33.6%,
36.3%, 34.8%, 36.3% and 29.4%, respectively, of total revenue over the same periods. The principal
raw materials for our products include ducks, duck parts and spices purchased for our production. We
typically enter into annual supply agreements for ducks and duck parts to ensure sufficient supplies
and best quality and prices. We generally do not enter into long-term supply agreements with fixed
price arrangements. The prices of raw materials are determined principally by market forces and
changes in governmental policies, as well as our bargaining power with our suppliers, which are
typically set forth in the purchase orders we place under the supply agreements. As is customary in
our industry, we typically are not able to immediately pass price fluctuations to our customers as they
occur. We do not purchase any hedging contracts in relation to commodity prices and mainly leverage
our procurement control system to maintain our profitability.

Despite our increasing need for raw materials to support our expanding business operations and
the upward trend in their prices throughout the Track Record Period, our raw material costs as a
percentage of total cost of sales remained relatively stable. We have implemented a number of cost
control measures with respect to our raw material procurement in order to mitigate the impact of rising
raw material prices. We constantly monitor the market price and trends of raw materials. We typically
retain multiple suppliers for each of our major raw materials to ensure best price, quantity and quality.
Due to the frequent price fluctuations of key raw materials, such as ducks and duck parts, we usually
do not enter into long-term agreements with our suppliers and our typical supply agreements have a
term of one year subject to annual review and renewal. We source spices from their regions of origin
to ensure consistent quality and competitive pricing. We also generally conduct collective
procurement for spices once a year at then prevailing market prices.

We expect the prices of our key raw materials to continue to rise at a moderate rate in the near
future. We plan to continue our procurement cost control effort so as to maintain our profitability.

Labor costs

We believe high-quality customer service is a key attribute of our success in our retail stores. As
employee attrition levels tend to be higher in the casual food industry, in particular store staff, we
offer competitive wages, career development opportunities and other benefits to our workers and store
staff to manage employee attrition.

During the Track Record Period, we had 2,329, 2,877, 3,563 and 3,769, respectively, full time
employees in 2013, 2014 and 2015 and the six months ended June 30, 2016. Our labor costs amounted
to RMB163.7 million, RMB212.1 million, RMB306.9 million, RMB131.9 million and RMB165.6
million, respectively, in 2013, 2014 and 2015 and the six months ended June 30, 2015 and 2016,
representing 13.4%, 11.7%, 12.6%, 11.2% and 11.9%, respectively, of our total revenue in the same
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periods. Such increases were primarily due to the increased headcount for our production as well as
our expanding retail store network. The increase was also due to a salary and compensation increase
per employee resulting from the general increase in labor cost in the PRC during the Track Record
Period.

Average wages in China are expected to continue growing, which we anticipate will put upward
pressure on our labor costs and negatively affect our profit margins. In light of these challenges, we
aim to enhance our cost efficiency and profit margins by improving the automation level during the
processing processes.

The following table sets forth a sensitivity analysis on the fluctuation in our labor costs during
the Track Record Period, which illustrates the hypothetical effects on our net profit with 5%, 10%,
15% and 2.2% (being the maximum fluctuation of labor costs during the Track Record Period) increase
or decrease in our labor costs. Because a number of assumptions have been applied, this sensitivity
analysis is for illustration only, and actual results may differ from those illustrated below.

Change in Net Profit for the Year/Period
for Change in Labor Costs

+/-5% +/-10% +/-15% +/-2.2% @

RM B’ 000 RM B’ 000 RM B’ 000 RM B’ 000

2013, -/+6,138 -1+12,275 -/+18,413 -/+20,207

2014, -/+7,953 -/+15,906 -/+23,859 -/+30,022

2015, i, -/+11,508 -/+23,016 -1+34,523 -/+40,360
Six months ended June 30,

2015 i, -1+4,947 -/+9,894 -1+14,841 -/+19,495
Six months ended June 30,

2016 .o, -/+6,210 -/+12,420 -/+18,630 -/+23,052

Note:

(1) Maximum fluctuation of labor costs is based on the largest annualized fluctuation of labor costs during any calendar year
within the Track Record Period. This is calculated as the difference between the period with the lowest labor costs as
a percentage of revenue and the period with the highest labor costs as a percentage of revenue during any calender year
within the Track Record Period. We expressed this maximun fluctuation as a percentage of sales.

L ease expenses

We |ease properties for substantially all of our self-operated retail stores, which generally have
a floor area of 10 to 50 square meters. We typically enter into lease agreements for our self-operated
retail stores with a term of one to five years. As of the Latest Practicable Date, our valid leases had
an average lease term of approximately 2.7 years with an aggregate of approximately 25,140 square
meters for our self-operated retail stores.

Our lease expenses totaled RMB106.6 million, RMB130.1 million, RMB186.5 million, RMB84.1
million and RMB114.5 million, respectively, in 2013, 2014 and 2015 and the six months ended June
30, 2015 and 2016, representing 8.8%, 7.2%, 7.7%, 7.2% and 8.2%, respectively, of our total revenue
in the same periods. The average lease expenses per square meter was approximately RMB7.6
thousand, RMB8.2 thousand, RMB9.6 thousand, RMB4.6 thousand and RMB5.0 thousand,
respectively, in 2013, 2014 and 2015 and the six months ended June 30, 2015 and 2016.
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The following table sets forth a sensitivity analysis on the fluctuation in our lease expenses
during the Track Record Period, which illustrates the hypothetical effects on our net profit with 5%,
10%, 15% and 1.5% (being the maximum fluctuation of lease expenses during the Track Record
Period) increase or decrease in our lease expenses. Because a number of assumptions have been
applied, this sensitivity analysis is for illustration only, and actual results may differ from those
illustrated below.

Change in Net Profit for the Year/Period
for Change in Lease Expenses

+/-5% +/-10% +/-15% +/-1.5% "

RM B’ 000 RMB’ 000 RM B’ 000 RM B’ 000

2013, -/+3,935 -/+7,870 -/+11,805 -/+13,293

2014, -/+4,875 -/+9,750 -1+14,625 -/+19,751

2015 ., -/+6,995 -/+13,990 -/+20,985 -/+26,553
Six months ended June 30,

2015 i -/+3,155 -/+6,310 -/+9,465 -/+12,824
Six months ended June 30,

2016 i -/+4,295 -/+8,590 -/+12,885 -/+15,168

Note:

(1) Maximum fluctuation of lease expenses is based on the largest annualized fluctuation of lease expenses during any
calendar year within the Track Record Period. This is calculated as the difference between the period with the lowest
lease expenses as a percentage of revenue and the period with the highest lease expenses as a percentage of revenue
during any calender year within the Track Record Period. We expressed this maximun fluctuation as a percentage of sales.

In the future, as we expand our self-operated retail store network, we expect the lease expenses
for commercial real estate to further rise in China, particularly in the larger and more developed cities.
As a result, we plan to take initiatives, including optimizing our location selection approach, and
leveraging our strong brand recognition to negotiate with landlords, to control our rental expenses and
maintain our profitability.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

We have identified certain accounting policies that are significant to the preparation of our
financial statements. Our significant accounting policies, which are important for an understanding of
our financial condition and results of operations are set forth in detail in Note 3.2 to the Accountants’
Report included in Appendix | to this prospectus. Some of our accounting policies involve subjective
assumptions and estimates, as well as complex judgments relating to accounting items. In each case,
the determination of these items requires management judgments based on information and financial
data that may change in future periods. When reviewing our financial statements, you should consider
(i) our selection of critical accounting policies; (ii) the judgment and other uncertainties affecting the
application of such policies; and (iii) the sensitivity of reported results to changes in conditions and
assumptions. We set forth below those accounting policies that we believe involve the most significant
estimates and judgments used in the preparation of our financial statements. Please refer to Note 3.2
to the Accountants’ Report included in Appendix | to this prospectus for a detailed discussion of our
significant accounting policies.
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CONSOLIDATED STATEMENTS OF PROFIT OR LOSS AND OTHER COMPREHENSIVE

INCOME

The following table sets forth the consolidated statements of profit or loss and other
comprehensive income of our Group with line items in absolute amounts and as percentages of total
revenue for the periods indicated:

Year Ended December 31, %2/(\)?; Six Months ended June 30,
2013 2014 2015 2015) 2015 2016
RMB'000 % RMB'000 % RMB'000 % % RMB’000 % RMB’000 %
(Unaudited)
Revenue....... 1,217,577 100.0 1,809,082 100.0 2,432,009 100.0 413 1,174,692 100.0 1,389,135 100.0
Cost of sales (521,581) (42.8) (819,532) (45.3) (1,059,190) (43.6) 42.5 (531,071) (45.2) (518,104) (37.3)
Gross profit ....ccoeereeenne 695,996 57.2 989,550 54.7 1,372,819 56.4 40.4 643,621 54.8 871,031  62.7
Other income and gains,
NEL i 13,881 11 27,127 15 28,062 1.2 42.2 9,066 0.8 13,008 0.9
Selling and distribution
EXPENSES.....vveveeriareens (283,188) (23.3) (374,895) (20.7) (527,969) (21.7) 36.5 (231,731) (19.8) (311,937) (22.4)
Administrative expenses.  (79,600) (6.5) (91,380) (5.1) (124,724) (5.1) 25.2 (50,833) (4.3) (61,933) (4.5
Profit before tax........... 347,089 285 550,402 304 748,188 30.8 46.8 370,123 315 510,169  36.7
Income tax expense........ (87,161) (7.2) (139,495) (7.7) (195,450) (8.1) 49.7 (99,677) (8.5) (129,430)  (9.3)
Profit for the
year/period ............. 259,928 21.3 410,907 22.7 552,738 22.7 45.8 270,446 23.0 380,739 274
Other Comprehensive
INCOME ...
Other comprehensive
income to be
reclassified to profit
or loss in subsequent
periods:
Available-for-sale
investments:
Changes in fair
value, net of tax... 3,083 0.3 3,341 0.2 1,405 0.1 (32.5) 1,280 0.1 1,637 0.1
Reclassification
adjustments for
gains and losses
included in the
profit or loss -
gains on disposal,
net of tax ............. (3,083) (0.3 (3,341) (0.2) (1,405) (0.1) 325 (1,280) (0.1 (1,537) (0.1)
Exchange differences on
translation of foreign
operations ........c....... — — — — 7,690 0.3 N/A — — 1,360 0.1
Other comprehensive
income for the
year/period, net of
18X e — — — — 7,690 0.3 N/A — — 1,360 0.1
Total comprehensive
income for the
year/period............... 259,928 21.3 410,907 227 560,428 23.0 46.8 270,446 23.0 382,099 275
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DESCRIPTION OF MAJOR COMPONENTS OF OUR RESULTS OF OPERATIONS

Revenue

During the Track Record Period, we derived our revenue from sales of our products, primarily
through our self-operated retail stores. Our total revenue increased by 48.6% from RMB1,217.6
million in 2013 to RMB1,809.1 million in 2014 and further increased by 34.4% to RMB2,432.0
million in 2015. Our total revenue increased by 18.3% from RMB1,174.7 million for the six months
ended June 30, 2015 to RMB1,389.1 million for the corresponding period in 2016. The continuous
increase in our revenue was primarily due to the increased sales volume which mainly increased as
aresult of (i) the expansion of our self-operated retail store network with atotal of 97, 117, 222, 115
and 96 newly opened storesin 2013, 2014 and 2015 and the six months ended June 30, 2015 and 2016,
respectively, and (ii) to a lesser extent, the significant development of our online channels. See “—
Revenue by Sales Channels” below. The increase was also attributable to the upward selling price
adjustment, partially as a result of the gradual replacement of unpackaged products with MAP
products from 2012 to 2014 and the introduction of fixed-weighted packages for our MAP products
and individually-packed vacuum packages for our vacuum packaged products in the second half of
2015, which are sold at a relatively higher price.

Revenue by Product Categories and Product Types

During the Track Record Period, we generated revenue from two major product categories: (i)
duck and duck part products and (ii) other products.

During the Track Record Period, braised duck and duck part products represented the major
portion of our total sales, accounting for approximately 89.5%, 91.9%, 90.7%, 90.6% and 88.7%,
respectively, of our total revenue in 2013, 2014 and 2015 and the six months ended June 30, 2015 and
2016. Revenue derived from ducks and duck parts increased by 52.5% from RMB1,090.0 million in
2013 to RMB1,662.6 million in 2014 and further increased by 32.7% to RMB2,206.2 million in 2015.
Revenue derived from ducks and duck parts increased by 15.7% from RMB1,064.6 million for the six
months ended June 30, 2015 to RMB1,231.9 million for the corresponding period in 2016. We
continuously develop and offer new products to strategically optimize our product mix. We also offer
other products, mainly including braised red meat, braised vegetable products and other braised
poultry. The increase in the revenue from such other products was primarily due to the overall increase
in selling prices and the increased number of new products launched. During the Track Record Period,
revenue derived from such other products increased by 14.8% from RMB127.6 million in 2013 to
RMB146.5 million in 2014 and further increased by 54.1% to RMB225.8 million in 2015. Revenue
derived from other products increased by 43.0% from RMB110.0 million for the six months ended
June 30, 2015 to RMB157.3 million for the corresponding period in 2016.
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The following table sets forth the breakdown of our total revenue by product categories for the
periods indicated:

Year Ended December 31, CAGR Six Months Ended June 30,
2013 2014 2015 (2013-2015) 2015 2016
RMB’000 % RMB'000 % RMB'000 % % RMB'000 % RMB'000 %
(Unaudited)
Ducks and duck part products™ .............. 1,090,000 89.5 1,662,589 91.9 2,206,208 90.7 42.3 1,064,644 90.6 1,231,851 88.7
Other products™®® 127,577 10.5 146,493 8.1 225,801 93 33.0 110,048 9.4 157,284 113
TOA oo e 1,217,577 100.0 1,809,082 100.0 2,432,009 100.0 413 1,174,692 100.0 1,389,135 100.0

(1) The average selling prices are for indicative purpose only. Our various products are sold in different specifications with
a wide price range, see “Business — Our Products” for more details.
(2)  Other products mainly include braised red meat, braised vegetable products and other braised poultry.

During the Track Record Period, the selling prices of our products generally increased primarily
due to the upward price adjustments resulting from the gradual replacement of unpackaged products
with MAP products from 2012 to 2014 and the launch of fixed-weighted packages for our MAP
products and individually-packed vacuum packages for our vacuum packaged products in the second
half of 2015. For example, during the Track Record Period, we adjusted the selling prices of our major
products once a year in Wuhan Province. Among others, the selling prices of duck neck products per
kilogram increased by approximately 11% from 2013 to 2014 and further increased by approximately
3% in 2015. The selling prices of duck collarbone products per kilogram increased by approximately
18% from 2013 to 2014 and further increased by approximately 19% in 2015. The selling prices of
duck tongue products per kilogram increased by approximately 8% from 2013 to 2014 and further
increased by approximately 45% in 2015. Moreover, during the Track Record Period, the average
selling price of our unpackaged products was approximately RMB58.4 per kilogram and RMB64.2 per
kilogram in 2013 and 2014, respectively, compared to RMB64.7 per kilogram, RMB69.3 per kilogram
and RMB79.4 per kilogram for packaged products (including MAP products, vacuum packaged
products and other packaged products) in 2013, 2014 and 2015, respectively. To further improve
product quality and hygiene, we discontinued the sale of unpackaged products in mid 2014 and our
products currently are sold either in MAP or vacuum packaging. In addition, the increases in the
selling prices during the Track Record Period were attributable to our geographic expansion into
affluent cities as well as the optimization of our product mix by increasing the proportion of products
with higher selling prices.

The following table sets forth the breakdown of our total revenue by product type in terms of
packaging we sold for the periods indicated:

Year Ended December 31, CAGR Six Months Ended June 30,
2013 2014 2015 (2013-2015) 2015 2016
RMB’000 % RMB’000 % RMB’000 % % RMB’000 % RMB’000 %

(Unaudited)

MAP .o, 459,972 37.8 1,264,589 69.9 2,082,982 85.7 112.8 985,695 83.9 1,232,220 88.7
Vacuum packaged®. 280,161 23.0 367,484 20.3 314,880 12.9 6.0 170,572 145 138,535 10.0
Unpackaged............. 461,851 37.9 155,352 8.6 — — N.A. — — — —
Others® .......ccccooun. 15,593 1.3 21,657 1.2 34,147 1.4 48.0 18,425 1.6 18,380 1.3
Revenue.................. 1,217,577 100.0 1,809,082 100.0 2,432,009 100.0 41.3 1,174,692 100.0 1,389,135 100.0
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Notes:
(1)  Vacuum packaged products also include gift boxes.

(2) Primarily include various products, such as sauce and other products.

Although MAP products have a relatively shorter shelf life as compared to vacuum packaged
products, MAP packaging better maintains the fresh taste, texture and nutrient content of our products,
partially because it does not require high-temperature steaming process, making them more tasteful
and popular than vacuum packaged products. As such, we have continued to promote and enhance the
manufacturing and sales of our MAP products. Revenue derived from our MAP products significantly
increased from RMB460.0 million in 2013 to RMB1,264.6 million in 2014 and further to RMB2,083.0
million in 2015. Revenue from MAP products as a percentage of total revenue increased from 37.8%
in 2013 t0 69.9% in 2014 and further to 85.7% in 2015. Revenue derived from MAP products increased
by 25.0% from RMB985.7 million for the six months ended June 30, 2015 to RMB1,232.2 million for
the corresponding period in 2016. Revenue from MAP products as a percentage of total revenue
continued to increase from 83.9% for the six months ended June 30, 2015 to 88.7% for the
corresponding period in 2016. These increases reflected an increasing acceptance of such products
among our customers. We ceased to offer unpackaged productsin mid 2014 and we are the first braised
food company that has achieved a complete shift from selling unpackaged products to MAP products.
In addition, we launched the fixed-weighted packages for our MAP products in the second half of
2015. Furthermore, the gradual increase in revenue from MAP products also resulted in a decrease in
the percentage of revenue from vacuum packaged products, which accounted for approximately
23.0%, 20.3%, 12.9%, 14.5% and 10.0% in 2013, 2014 and 2015 and the six months ended June 30,
2015 and 2016, respectively.

Revenue by Sales Channels

During the Track Record Period, we sold our products primarily through self-operated retail
stores. The following table sets forth the revenue contribution by each of our sales channels for the
periods indicated:

Year Ended December 31, CAGR Six Months Ended June 30,
2013 2014 2015 (2013-2015) 2015 2016
RMB’000 % RMB’000 % RMB’000 % % RMB’000 % RMB’000 %

(Unaudited)

Self-operated retail

StOrES.....vevvveiras 1,087,666 89.4 1,589,134 87.9 2,131,428 87.6 40.0 1,032,530 87.9 1,217,399 87.6
Online channels....... 58,735 4.8 110,492 6.1 172,435 7.1 71.3 69,831 59 113,679 8.2
Distributors............. 64,693 5.3 103,682 5.7 111,812 4.6 315 61,493 52 53,075 3.8
Others™M ........co.o...... 6,483 0.5 5,774 0.3 16,334 0.7 58.7 10,838 1.0 4,982 0.4
Revenue.................. 1,217,577 100.0 1,809,082 100.0 2,432,009 100.0 41.3 1,174,692 100.0 1,389,135 100.0
Note:

(1) Primarily include revenue generated from vending machines and other direct sales through subsidiaries.

— 218 —



FINANCIAL INFORMATION

We strategically focus on the establishment and maintenance of our self-operated retail stores.
We operated 389, 468 and 641 self-operated retail stores, respectively, as of December 31, 2013, 2014
and 2015. During the Track Record Period, our self-operated retail stores generated revenue of
RMB1,087.7 million, RMB1,589.1 million and RMB2,131.4 million, respectively, in 2013, 2014 and
2015, accounting for 89.4%, 87.9% and 87.6%, respectively, of total revenue in the same periods. We
operated 563 and 716 self-operated retail stores as of June 30, 2015 and 2016, respectively, and
revenue derived from our self-operated retail stores was RMB1,032.5 million and RMB1,217.4
million, respectively, in the six months ended June 30, 2015 and 2016, accounting for 87.9% and
87.6% of total revenue in the same periods.

The majority of our products are sold through our self-operated retail stores, our revenue is
largely dependent on the number of our own retail stores, average spending per purchase order and
customer traffic of these retail stores.

During the Track Record Period, our top five self-operated retail storesin terms of salesin 2013,
2014 and 2015 and the six months ended June 30, 2015 and 2016, in aggregate generated revenue of
RMB157.5 million, RMB213.1 million, RMB230.9 million, RMB118.8 million and RMB124.4
million, respectively, accounting for approximately 12.9%, 11.8%, 9.5%, 10.1% and 9.0%,
respectively, of total revenue in the same periods.

Revenue from online channels increased by 88.2% from RMB58.7 million in 2013 to RMB110.5
million in 2014 and further by 56.0% to RMB172.4 million in 2015. Revenue from online channels
increased by 62.9% from RMB69.8 million for the six months ended June 30, 2015 to RMB113.7
million for the corresponding period in 2016. These increases were primarily a result of our
continuous efforts to capture opportunities presented by rapidly growing e-commerce in China. We
have established our online sales channels by opening our online shops on well-known third-party
online marketplaces, including Tmall, Taobao, JD.com, Yihaodian (1%%/5) and Suning, and
maintaining our website to introduce our products and direct customer traffic to our online shops.
Moreover, in the first half of 2015, we launched our WeChat store which quickly attracted a large
number of followers. As of June 30, 2016, our WeChat store had over approximately 871,700
followers. The increase in revenue derived from online channels was partially because we offered
more product categories online, including the fix-weighted packages for our MAP products since the
second half of 2015.

As of December 31, 2013, 2014 and 2015 and June 30, 2016, we had a total of 24, 19, six and
eight distributors and a total of six, six, nil and nil third-party partners under consignment
arrangements, respectively, in aggregate operating atotal of 37, 36, 26 and 18 authorized retail stores,
respectively. Our revenue derived from the distributorship model (including distributors and
third-party partners under consignment arrangements) amounted to RMB64.7 million, RMB103.7
million, RMB111.8 million, RMB61.5 million and RMB53.1 million, respectively, in 2013, 2014 and
2015 and the six months ended June 30, 2015 and 2016, accounting for approximately 5.3%, 5.7%,
4.6%, 5.2% and 3.8%, respectively, of our total revenue over the same periods.

Other revenue during the Track Record Period represented the sales from our vending machines
and other direct sales through subsidiaries.
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Cost of Sales

The following table sets forth the major components of our cost of sales in absolute amounts and
as percentages of total cost of sales for the periods indicated:

Year Ended December 31, Six Months Ended June 30,
2013 2014 2015 2015 2016

RMB’000 % RMB’000 % RMB’000 % RMB’000 % RMB’000 %
(Unaudited)

Raw material costs..... 409,201 78.5 656,543 80.1 845,488 79.8 425,929 80.2 408,168 78.8
Packaging material

[0S R 33,076 6.3 64,648 7.9 80,148 7.6 40,117 76 36,612 7.1
Labor costs................ 33,613 6.4 48,771 6.0 70,640 6.7 31,375 59 33,447 6.5
Logistics related

COSES ovvvvnvieiinenn 11,305 2.2 11,791 1.4 14,983 1.4 8,484 1.6 9,348 1.8
Others......cccovevevennnn. 34,386 6.6 37,779 4.6 47,931 45 25,166 4.7 30,529 5.8

Total cost of sales..... 521,581 100.0 819,532 100.0 1,059,190 100.0 531,071 100.0 518,104 100.0

Our cost of sales primarily includes (i) raw material costs; (ii) packaging materials; (iii) direct
and indirect labor costs associated with our production; (iv) logistics related costs; and (v) other costs,
including lease expenses, office expenses, depreciation of production equipment and facilities,
utilities and other costs associated with our production.

Cost of sales amounted to approximately RMB521.6 million, RMB819.5 million and
RMB1,059.2 million, respectively, in 2013, 2014 and 2015, accounting for approximately 42.8%,
45.3% and 43.6%, respectively, of total revenue in these periods. Cost of sales amounted to
approximately RMB531.1 million and RMB518.1 million, respectively, in the six months ended June
30, 2015 and 2016, accounting for approximately 45.2% and 37.3% of total revenue in the same
periods.

Raw material costs primarily include cost of our ingredients, including ducks, duck parts and
spices purchased for our production. Our raw material costs increased from 2013 to 2015 primarily
due to the increase in purchased volumes, which were in line with the growth of our business
operations. The increase was also attributable to an overall price increase of our raw materials. This
price increase in 2015 was partially offset by the impact of favorable VAT tax exemption policies for
agriculture products effective from April 1, 2015 that are applicable to our Wuhan processing facility
and effectively increased the relevant deduction rate with respect to our raw material procurements.
Our raw material costs decreased from the six month ended June 30, 2015 to the corresponding period
in 2016 primarily due to a decrease in the prevailing market prices of our major raw materials, such
as duck necks and duck collarbones, which was partially offset by an increase in purchased volumes.
Raw material costs constituted the largest component of our total cost of sales. Despite our increasing
need for raw materials to support our expanding business operations and the upward trend in prices
of certain raw materials throughout the Track Record Period, our raw material costs as a percentage
of total cost of sales remained relatively stable. We have implemented a number of cost-cutting
measures with respect to our raw material procurement in order to mitigate the impact of rising raw
material prices. See “Business — Raw Materials and Suppliers” for more details.
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Packaging material costs primarily represent the cost of packaging materials for the MAP,
vacuum and other related packaging materials.

Labor costs include wages, salaries and benefits for personnel directly involved in our
production activities. Labor costs increased during the Track Record Period primarily because we
hired more staff for our production in response to our growing business.

Logistics related costs represent the expenses relating to raw material procurement.

A sensitivity analysis on the fluctuation in raw material costs during the Track Record Period is
set forth below, which illustrates the hypothetical effects on our net profit with 5%, 10%, 15% and
24% (being the maximum fluctuation of raw material costs during the Track Record Period) increase
or decrease in our raw material costs. Because a number of assumptions have been applied, this
sensitivity analysisis for illustration only, and actual results may differ from those illustrated below.

Change in Net Profit for the Year/Period
for Change in Raw Material Costs

+/-5% +/-10% +/-15% +/-24% ™

RM B’ 000 RMB’000 RMB’000 RMB’000
2003 L -/+15,345 -/+30,690 -/+46,035 -1+72,644
2014 oo -1+24,620 -1+49,241 -/+73,861 -/+116,553
2015 -/+31,706 -/+63,412 -/+95,117 -/+150,096
Six months ended June 30, 2015 ..... -/+15,972 -/+31,944 -/+47,916 -1+76,667
Six months ended June 30, 2016...... -/+15,306 -/+30,612 -/+45,918 -1+73,470
Note:
@™ Maximum fluctuation of raw material costs is based on the largest annual fluctuation of raw material costs during any

calendar year within the Track Record Period. Annual fluctuation of raw material costsis calculated as the cost-weighted
annual cost fluctuation of all raw materials. Annual cost fluctuation is calculated as the greater of the absolute difference
between the 12-month high or the 12-month low compared with the annual average raw material costs.

As is customary in our industry, we typically are not able to immediately pass the price
fluctuations in our raw material costs to our customers. As a result, we generally leverage our
procurement control system to maintain our profitability.

Gross Profit and Gross Profit Margin

As a result of the foregoing, our gross profit increased from RMB696.0 million in 2013 to
RMB989.6 million in 2014 and further to RMB1,372.8 million in 2015. Our gross profit increased by
35.3% from RMB643.6 million for the six months ended June 30, 2015 to RMB871.0 million for the
corresponding period in 2016. Our gross profit margin decreased from 57.2% in 2013 to 54.7% in
2014, primarily due to an increase in our raw material costs and packaging material costs. Our gross
profit margin increased from 54.7% in 2014 to 56.4% in 2015, primarily due to an overall increase in

— 221 —



FINANCIAL INFORMATION

average selling prices of our products, in particular the fixed-weighted packages for our MAP products
and individually-packed vacuum packages for our vacuum packaged products, partially offset by the
increase in raw material costs. Our gross profit margin increased from 54.8% for the six months ended
June 30, 2015 to 62.7% for the corresponding period in 2016, primarily due to an overall increase in
average selling prices of our products as a result of (i) upward pricing adjustment of our products, in
particular our MAP products, the revenue contribution of which further increased from the first half
of 2015 to the corresponding period in 2016, and (ii) an increased proportion of sales in affluent
regions where the overall selling prices of our products are higher than those in other regions in China
during the periods. The increase is also attributable to an overall decrease in raw material and
packaging material costs in the first half of 2016.

Other Income and Gains, Net

The following table sets forth the components of other income and expenses, net in absolute
amounts and as percentages of revenue for the periods indicated:

Year Ended December 31, Six Months Ended June 30,
2013 2014 2015 2015 2016

RMB’000 % RMB’000 % RMB’000 % RMB’000 % RMB’000 %
(Unaudited)

Government grants..... 7,678 0.6 8,980 0.5 18,374 0.8 1,222 0.1 9,909 0.7
Interest income from

structured

deposits........cooe.nee. 1,132 0.1 13,076 0.7 13,596 0.5 10,860 0.9 552 0.0
(Loss)/gain on

disposal of

property, plant and

equipment ............. 55 0.0 (319) (0.0)  (7,245) (0.3)  (5,780) (0.5) (59) (0.0)
Interest income from

available-for-sale

investments........... 4,110 0.3 4,454 0.2 1,873 0.1 1,707 0.2 2,049 0.2
Interest income from
bank deposits........ 211 0.0 1,138 0.1 1,159 0.1 887 0.1 81 0.0

Loss on disposal of

other intangible

2SS SR — — (1,202) (0.2) — — — — — —
Others......cccoovevvvennnn. 695 0.1 1,000 0.1 305 — 170 0.0 476 0.0

Other income and
gains, net.............. 13,881 1.1 27,127 15 28,062 1.2 9,066 0.8 13,008 0.9

Government grants mainly represent subsidies obtained from local governments, such as
subsidies for poultry processing projects. Entitlement to subsidies we received is typically not subject
to the fulfillment of further conditions. There were no unfilled conditions and other contingencies
relating to these government grants that had been recognized.
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During the Track Record Period, we invested in structured deposits which mainly consisted of
money market funds issued by commercial banks with a fixed term of three months to six months and
not redeemable before their respective expiry dates. Return on most of such structured deposits
typically depended on the performance of the underlying investments, primarily including short-term
sovereign bonds, financial bonds and central bank bills, and other investment products issued by
commercial banks in the inter-bank market in the PRC. The contracts we entered into in connection
with the structured deposits did not provide the specific duration and credit rating about the
underlying financial instrument. However, based on the relevant contracts, the structured deposits we
invested in were principal-protected products.

Loss or gain on disposal of property, plant and equipment primarily represents the loss or gain
on the disposal of production equipment used in our facilities during the Track Record Period.

During the Track Record Period, we also invested in available-for-sale investments which were
mainly money market funds. Return on such available-for-sale investments depends on the
performance of the underlying investments, primarily including time deposits with a term of one year
or less, short-term sovereign bonds, financial bonds with a term of one year or less, central bank bills
with a term of one year or less and other investment products issued by commercial banks in the
inter-bank market in the PRC. By virtue of these underlying investments, we believe the
available-for-sale investments we purchased were low-risk in nature. These investments generally do
not have a fixed term or coupon rate and may be redeemed any time at our discretion. However, the
contracts we entered into in connection with the available-for-sale investments did not provide the
specifc duration and credit rating about the underlying financial instrument.

We have established capital and investment policies to monitor and control the risks relating to
our investment activities. Among other things, our capital and investment policies provide that:

° in order to optimize our cash management, we may only make investments in asset
management products in situations where we have surplus cash;

° in principle, only investments in low-risk product are allowed and investments should be
non-speculative in nature;

° criteria for selecting investments to be considered shall include, among others, risk
exposure, expected yield and liquidity; investments shall be considered low risk with
reasonable returns and liquidity and we typically maintain a certain portion of asset
management products that do not have a fixed term for redemption, in order to ensure our
liquidity; and

o we shall only purchase asset management products issued by qualified commercial banks

and other financial institutions and in any given period, shall reasonably make investments
in products provided by multiple issuers to mitigate concentration risks.
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Our capital and investment policies also stipulate the maximum balance that may be kept in each
subsidiary’s corporate account, and our capital management staff at finance department shall closely
monitor such corporate accounts. Moreover, pursuant to these policies, our subsidiaries may purchase
assets management products only when their respective unused time deposits exceed a certain amount.

Any proposed investment in asset management products is subject to a feasibility study which
shall be reviewed by our internal accounting managers. The proposal with the feasibility study will
then be submitted to our chief financial officer, general manager and the office of the chief executive
officer, respectively, for review and approval. In addition, our legal personnel will be responsible for
reviewing the contract terms of each new type of the investments. During the transactions, our internal
accounting managers are responsible to monitor the performance of the invested asset management
products and ensure the relevant contract is not breached. Any significant or adverse fluctuation in the
invested asset management products shall be reported to our chief financial officer and general
manager in a timely manner. Upon the expiration dates of each investment, designated personnel at
our finance department shall be responsible for the redemption and disposition of the investments
according to the relevant contracts. During the entire transaction periods, any material issues shall be
submitted by our general manager to the office of the chief executive officer and board of Directors
for final decision and approval.

Interest income from structured deposit increased from RMB1.1 million in 2013 to RMB13.1
million in 2014, primarily due to the increase in the amounts of structured deposit over the period.
Structured deposit amounted to RMB190.0 million as of December 31, 2013 which increased to
RMB470.0 million as of December 31, 2014. Interest income from structured deposit decreased from
RMB10.9 million for the six months ended June 30, 2015 to RMBO0.6 million for the corresponding
period in 2016, primarily due to the RMB470.0 million structured deposit included as part of the
distribution to the Controlling Shareholders in July 2015 in connection with our Reorganization. The
average daily balance of structured deposit during the six months ended June 30, 2016 decreased
significantly, resulting in a decrease in interest income from structured deposit as a result.

Interest income from available-for-sale investments decreased from RMB4.5 million in 2014 to
RMB1.9 million in 2015, which was primarily due to the decrease of average daily balance of
available-for-sale investments from RMB2100.7 million to RMB49.8 million over the period.

Loss on disposal of other intangible assets in 2014 primarily represents a loss arising from the

replacement of our previous company-wide office operating systems and software with a new ERP
system.
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Selling and Distribution Expenses

The following table sets forth the key components of our selling and distribution expenses in
absolute amounts and as percentages of revenue for the periods indicated:

Year Ended December 31, Six Months Ended June 30,
2013 2014 2015 2015 2016
RMB’000 % RMB’000 % RMB’000 % RMB’000 % RMB’000 %

Lease expenses.......... 103,060 8.5 125,930 6.9 179,438 7.4 80,674 6.9 110,646 8.0
Salary and welfare..... 85,358 7.0 113,994 6.3 166,051 6.9 74,764 6.4 99,311 7.1
E-commerce

EXPENSES. ....crvvrnnnn. 10,996 0.9 28,407 1.6 49,332 2.0 18,390 1.6 29,704 2.1
Logistics related

EXPENSES. .......cv.nn. 13,100 1.1 17,250 1.0 26,455 1.1 11,772 1.0 15,247 1.1
Advertising and

promotion

EXPENSES. ............... 21,606 1.8 28,381 1.6 22,286 0.9 10,609 0.9 12,774 0.9
Depreciation and

amortization .......... 15,702 1.3 18,986 1.0 19,739 0.8 9,184 0.8 10,235 0.7
Others......cccooveeviernenn. 33,366 2.7 41,947 2.3 64,668 2.6 26,338 2.2 34,020 2.5
Total selling and

distribution

EXPENSES .....vvvnen. 283,188 23.3 374,895 20.7 527,969 21.7 231,731 19.8 311,937 22.4

Selling and distribution expenses primarily consist of (i) lease expenses; (ii) salary and welfare
for our selling and marketing staff; (iii) e-commerce expenses; (iv) logistics related expenses; (V)
advertising and promotion expenses; (vi) depreciation and amortization attributable to our marketing
function; and (vii) other selling and distribution expenses, such as overheads for our self-operated
retail stores.

We incurred selling and distribution expenses of approximately RMB283.2 million, RMB374.9
million and RMB528.0 million, respectively, in 2013, 2014 and 2015, accounting for approximately
23.3%, 20.7% and 21.7%, respectively, of total revenue in these periods. Selling and distribution
expenses amounted to approximately RMB231.7 million and RMB311.9 million in the six months
ended June 30, 2015 and 2016, respectively, accounting for approximately 19.8% and 22.4% of total
revenue in the same periods.

Lease expenses under selling and distribution expenses primarily represent lease payments for
our self-operated retail stores. Our lease expenses increased during the Track Record Period, which
was in line with the increase in the number of our self-operated retail stores, in particular in affluent
cities. Despite the increase in lease payments, our |ease expenses as a percentage of total revenue was
8.5%, 6.9% and 7.4%, respectively, in 2013, 2014 and 2015. Our lease expenses as a percentage of
total revenue was 6.9% and 8.0% in the six months ended June 30, 2015 and 2016, respectively, which
was primarily due to an increase in the number of new self-operated retail stores, in particular in
affluent cities, as a result of our retail store network expansion.
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Salary and welfare for our selling and marketing staff increased significantly during the Track
Record Period, primarily because we continued to hire selling and marketing staff in order to support
our expanding retail store network. The increase was also due to an increase in the average wage rate
as a result of an overall pay rise in China during the Track Record Period.

E-commerce expenses primarily represent logistic expenses in connection with the delivery of
products sold online to our customers and payments we made to third-party online marketplaces to
participate in promotional events held on their platforms.

Logistics related costs represent expenses relating to the operation and maintenance of our
logistics team and the engagement of third-party logistics service providers in connection with the
delivery of products from our processing facilities to our self-operated retail stores.

Advertising and promotion expenses fluctuated during the Track Record Period primarily as a
result of our launch of certain large-scale marketing campaigns. During the Track Record Period, our
advertising and promotion expenses as a percentage of total revenue decreased from 1.8% in 2013 to
1.6% in 2014 and further to 0.9% in 2015. Advertising and promotion expenses as a percentage of total
revenue remained stable at 0.9% in the six months ended June 30, 2015 and 2016.

Administrative Expenses

The following table sets forth the key components of our administrative expenses in absolute
amounts and as percentages of revenue for the periods indicated:

Year Ended December 31, Six Months Ended June 30,
2013 2014 2015 2015 2016
RMB’000 % RMB’000 % RMB’000 % RMB’000 % RMB’000 %

Salary and welfare..... 44,702 3.7 49,311 2.7 70,183 29 25777 2.2 32,847 2.4
Depreciation and

amortization........... 8,983 0.7 8,848 0.5 11,669 0.5 5,450 0.5 6,275 0.5
Lease expenses.......... 1,327 0.1 1,109 0.1 1,326 0.0 648 0.1 33 0.0
Others.......ccccoovveinnene 24,588 2.0 32,112 1.8 41,546 1.7 18,958 15 22,778 1.6

Total administrative
EXPENSES ....vvvveennnne 79,600 6.5 91,380 51 124,724 51 50,833 4.3 61,933 4.5

Administrative expenses primarily consist of (i) salary and welfare for our general and
administrative personnel; (ii) depreciation and amortization expenses that are attributable to our
administrative functions; (iii) lease expenses; and (iv) others, such as professional fees, travelling
expenses and other tax and surcharges.

We incurred administrative expenses of approximately RMB79.6 million, RMB91.4 million and
RMB124.7 million, respectively, in 2013, 2014 and 2015, accounting for approximately 6.5%, 5.1%
and 5.1%, respectively, of total revenue in these periods. Administrative expenses amounted to
RMB50.8 million and RMB61.9 million, respectively, in the six months ended June 30, 2015 and 2016,
respectively, accounting for approximately 4.3% and 4.5% of total revenue in the same periods.
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Salary and welfare for our administrative staff increased during the Track Record Period,
primarily due to an increase in the average wage rate as a result of an overall pay rise in China during
the Track Record Period.

L ease expenses under administrative expenses primarily represent lease payments for our office
spaces.

Income Tax Expenses

Income tax expenses primarily represent the income tax with respect to the income of our
subsidiaries in the PRC.

Entities located in the PRC are subject to a statutory income tax rate of 25.0%. During the Track
Record Period, we did not have the benefit of any preferential tax treatments. Our income tax expenses
are also affected by adjustments relating to deferred tax expenses or credits arising from the timing
differences between accounting and taxable profits and certain qualified tax deductions awarded to us
during the Track Record Period.

The effective tax rate for our Group was 25.1%, 25.3%, 26.1%, 26.9% and 25.4%, respectively,
in 2013, 2014 and 2015 and the six months ended June 30, 2015 and 2016. The effective tax rates in
2015 and the six months ended June 30, 2015 were slightly higher than the statutory income tax rate
mainly due to the one-time income tax expense we incurred in connection with the Reorganization in
preparation for this Global Offering.

As of the Latest Practicable Date, we had not received any notice of administrative investigation
or penalties from the relevant tax authorities.

PERIOD TO PERIOD COMPARISON OF RESULTS OF OPERATIONS

Six Months Ended June 30, 2016 Compared to Six Months Ended June 30, 2015

Revenue

Our revenue increased by 18.3% from RMB1,174.7 million in the six months ended June 30,
2015 to RMB1,389.1 million in the six months ended June 30, 2016. The increase was primarily due
to the continued expansion of our self-operated retail store network as the number of self-operated
retail stores increased from 563 as of June 30, 2015 to 716 as of June 30, 2016, as well as rapid
expansion of our online sales. The increase was also partially attributable to the increase in average
selling prices primarily as a result of the launch of fixed-weighted packages for our MAP products
during the second half of 2015. Revenue generated from MAP products increased by 25.0% from
RMB985.7 million for the six months ended June 30, 2015 to RMB1,232.2 million for the six months
ended June 30, 2016, accounting for approximately 83.9% and 88.7% of total revenue for the six
months ended June 30, 2015 and 2016, respectively,
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Moreover, revenue from online channels increased by 62.9% from RMB69.8 million in the six
months ended June 30, 2015 to RMB113.7 million in the six months ended June 30, 2016. Such
increase was primarily because we continued to expand our sales on more third-party online
marketplaces and our sales of MAP products online continued to gain acceptance from consumers.

Cost of Sales

Our cost of sales slightly decreased by 2.4% from RMB531.1 million in the six month period
ended June 30, 2015 to RMB518.1 million in the six months ended June 30, 2016. The decrease was
largely due to a decrease in raw material costs from RMB425.9 million in the six months ended June
30, 2015 to RMB408.2 million in the six months ended June 30, 2016 in accordance with lower
prevailing market prices of our major raw materials, such as duck necks and duck collarbones. In
addition, the decrease in our cost of sales in the six months ended June 30, 2016 was also affected by
a decrease in packaging material costs as a result of a similar decrease in relevant market prices and
an increase in sales of our MAP products, which has lower consumption of packaging materials on a
per unit basis.

Gross Profit and Gross Profit Margin

As aresult of the foregoing, our gross profit increased by 35.3% from RMB643.6 million for the
six months ended June 30, 2015 to RMB871.0 million for the six months ended June 30, 2016. Our
gross profit margin increased from 54.8% in the six months ended June 30, 2015 to 62.7% in the six
months ended June 30, 2016. The increase was mainly due to an overall increase in average selling
prices of our products as a result of (i) upward pricing adjustment of our products, in particular our
MAP products, the revenue contribution of which further increased from the first half of 2015 to the
corresponding period in 2016, and (ii) an increased proportion of sales in affluent regions where the
overall selling prices of our products are higher than those in other regions in China during the
periods. Such increase was also attributable to an overall decrease in prevailing raw material and
packaging material costs during the period.

Other Income and Gains, Net

Other income and gains, net increased by 42.9% from RMB9.1 million in the six months ended
June 30, 2015 to RMB13.0 million in the six months ended June 30, 2016, which was mainly due to
(i) a RMB8.7 million increase in government grants primarily in connection with subsidies that we
received from the local government authorities for enterprise development in the first half of 2016,
and (ii) a one-off other expenses recognized on disposal of property, plant and equipment of RMB5.8
million, partially offset by a decrease of RMB10.3 million in interest income from low-risk asset
management products we purchased from time to time from commercial banks due to decrease in
balances of such products.

— 228 —



FINANCIAL INFORMATION

Selling and Distribution Expenses

Selling and distribution expenses increased by 34.6% from RMB231.7 million in the six months
ended June 30, 2015 to RMB311.9 million in the six months ended June 30, 2016. The increase was
primarily due to (i) an increase of RMB29.9 million in lease expenses as we entered into more leases
for our self-operated retail stores, in particular in affluent cities, as aresult of our retail store network
expansion, (ii) an increase of RMB24.5 million in salary and welfare as we hired more selling and
marking personnel to support our retail store network expansion and an increase of our average wage
rate, which was also in line with the average pay rise in China, (iii) an increase of RMB11.3 million
in e-commerce expenses as we increased online sales volumes and the increased logistic expenses in
association with such online sales, and (iv) an increase of RMB3.5 million in logistics related
expenses which was in line with the increase in our total sales.

Administrative Expenses

Administrative expenses increased by 21.9% from RMB50.8 million in the six months ended
June 30, 2015 to RMB61.9 million in the six months ended June 30, 2016. The increase was primarily
due to (i) an increase in average wage rate, which was in line with the average pay rise in China, and
(ii) professional fees and travelling expenses incurred in connection with the Listing. Our
administrative expenses as a percentage of total revenue remained stable at 4.3% and 4.5% in the six
months ended June 30, 2015 and 2016, respectively.

Profit Before Tax

As aresult of the foregoing, our profit before tax increased by 37.9% from RMB370.1 million
in the six months ended June 30, 2015 to RMB510.2 million in the six months ended June 30, 2016,
and our profit before tax as a percentage of revenue increased from 31.5% in the six months ended
June 30, 2015 to 36.7% in the six months ended June 30, 2016.

Income Tax Expenses

Income tax expenses increased by 29.8% from RMB99.7 million in the six months ended June
30, 2015 to RMB129.4 million in the six months ended June 30, 2016, primarily due to an increase
in taxable profits generated in the six months ended June 30, 2016. Our effective tax rate was 26.9%
and 25.4% in the six months ended June 30, 2015 and 2016, respectively. Our effective tax rate in the
six months ended June 30, 2015 was slightly higher than that of the same period in 2016 mainly due
to the one-time income tax expense we incurred in connection with the Reorganization in preparation
for this Global Offering.

Exchange Differences on Translation of Foreign Operations

We recorded exchange differences on translation of foreign operations of RMB1.4 million in the
six months ended June 30, 2016, which mainly represented the foreign exchange gains on bank
deposits denominated in Hong Kong dollars and U.S. dollars of our Company and overseas
subsidiaries, ZHY HK Co and ZHY BVI Co.
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Profit for the Period

As aresult of the foregoing, our net profit for the period increased by 40.8% from RMB270.4
million in the six months ended June 30, 2015 to RMB380.7 million in the six months ended June 30,
2016. Our net profit margin increased from 23.0% in the six months ended June 30, 2015 to 27.4%
in the six months ended June 30, 2016.

2015 Compared to 2014

Revenue

Our revenue increased by 34.4% from RMB1,809.1 million in 2014 to RMB2,432.0 million in
2015. The increase was primarily due to the continuous expansion of our self-operated retail store
network with a total of 222 newly opened stores in 2015. The increase was also partially attributable
to the increase in average selling prices primarily as aresult of the launch of fixed-weighted packages
for our MAP products in the second half of 2015. Revenue generated from MAP products increased
by 64.7% from RMB1,264.6 million in 2014 to RMB2,083.0 million in 2015, accounting for
approximately 69.9% and 85.7% of total revenue in 2014 and 2015, respectively,

Moreover, revenue from online channels increased by 56.0% from RMB110.5 million in 2014 to
RMB172.4 million in 2015. Such increase was primarily because we established our presence on more
third-party online marketplaces and we commenced to offer MAP products online in mid 2015, which
were well received by our customers.

Cost of Sales

Our cost of sales increased by 29.2% from RMB819.5 million in 2014 to RMB1,059.2 million
in 2015. The increase was largely due to an increase in raw material costs from RMB656.5 million in
2014 to RMB845.5 million in 2015 resulting from the increase in our total sales and the increase in
prices of certain major raw materials. The price increase of raw materials was partially offset by the
impact of the VAT exemption policies for agriculture products effective from April 1, 2015 that are
applicable to our Wuhan processing facility and effectively increased the relevant deduction rate with
respect to our raw material procurements. In addition, the increase in our cost of sales in 2015 was
also due to an increase in packaging material costs as a result of the increased production and sales
of our MAP products as well as the launch of fixed-weighted packages for our MAP products and
individually-packed vacuum packages for our vacuum packaged products, which on average consume
more packaging materials than our conventional family size packaged products. To alesser extent, the
increase in our cost of sales was attributable to an increase in labor costs.

Gross Profit and Gross Profit Margin

As aresult of the foregoing, our gross profit increased by 38.7% from RMB989.6 million in 2014
to RMB1,372.8 million in 2015. Our gross profit margin slightly increased from 54.7% in 2014 to
56.4% in 2015. The increase was mainly due to the overall increase in our sales, partially offset by
the increase in raw material costs.
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Other Income and Gains, Net

Other income and gains, net increased by 3.7% from RMB27.1 million in 2014 to RMB28.1
million in 2015, which was mainly due to a RMB9.4 million increase in government grants. In
particular, in 2015, we received a subsidy of RMB16.2 million from the local municipal bureau of
finance, which was partially offset by a decrease of RMB2.6 million in interest income from low-risk
asset management products we purchased from time to time from commercial banks.

Selling and Distribution Expenses

Selling and distribution expenses increased by 40.8% from RMB374.9 million in 2014 to
RMB528.0 million in 2015. The increase was primarily due to (i) an increase of RMB52.1 million in
salary and welfare as we hired more selling and marking personnel to support our retail store network
expansion and an increase of our average wage rate, which was also in line with the average pay rise
in China, (ii) an increase of RMB53.5 million in lease expenses as we entered into more |leases for our
self-operated retail stores as a result of our retail store network expansion, in particular in affluent
cities, (iii) an increase of RMB20.9 million in e-commerce expenses as we increased online sales
volumes as well as increased online promotional and marketing activities, and (iv) an increase of
RMB9.2 million in logistics related expenses which was in line with the increase in our total sales.
The increases was partially offset by a decrease of RMB6.1 million in advertising and promotion
expenses as we strategically reduced the traditional advertisement placement and leveraged more
online marketing activities which generally incur a lower expense.

Administrative Expenses

Administrative expenses increased by 36.5% from RMB91.4 million in 2014 to RMB124.7
million in 2015. The increase was primarily due to an increase of RMB20.9 million in salary and
welfare as a result of an increase in the average wage rate due to an overall pay rise in China. Our
administrative expenses as a percentage of total revenue, however, remained stable at 5.1%.

Profit Before Tax

As a result of the foregoing, our profit before tax increased by 35.9% from RMB550.4 million
in 2014 to RMB748.2 million in 2015, and our profit before tax as a percentage of revenue increased
from 30.4% in 2014 to 30.8% in 2015.
Income Tax Expenses

Income tax expenses increased by 40.1% from RMB139.5 million in 2014 to RMB195.5 million
in 2015, primarily due to an increase in taxable profits generated in 2015 as well as a one-time income

tax expense we incurred in connection with the Reorganization in preparation for this Global Offering.
Our effective tax rate was 25.3% and 26.1% in 2014 and 2015, respectively.
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Exchange Differences on Translation of Foreign Operations

We recorded exchange differences on translation of foreign operations of RMB7.7 million in
2015. Our Company and overseas intermediary holding companies, namely ZHY HK Co and ZHY BVI
Co, do not make overseas investments nor have foreign operations other than directly or indirectly
holding interests in our Group’s onshore business operations. The exchange differences on translation
of foreign operations recorded in 2015 of RMB7.7 million was primarily due to the fluctuation of
exchange rates between the U.S. dollars and Renminbi from the date when our Company received the
proceeds from the issue of its shares of USD24.0 million to December 31, 2015. Such proceeds were
used to fund our Group’s onshore business through intercompany loans shortly after they were
received.

Profit for the Year

As a result of the foregoing, our net profit for the year increased by 34.5% from RMB410.9
million in 2014 to RMB552.7 million in 2015. Our net profit margin remained at 22.7% in 2014 and
2015.

2014 Compared to 2013
Revenue

Our revenue increased by 48.6% from RMB1,217.6 million in 2013 to RMB1,809.1 million in
2014. The increase was primarily due to the increased sales primarily as a result of the expansion of
our retail store network with a total of 117 newly opened stores in 2014. The increase was also
partially attributable to the increase in average selling prices as a result of the gradual replacement
of unpackaged products with MAP products. Revenue generated from MAP products increased by
174.9% from RMB460.0 million in 2013 to RMB1,264.6 million in 2014, accounting for
approximately 37.8% and 69.9%, respectively, of total revenue in 2013 and 2014.

In addition, as a result of our strategic focus on the development of our online operations and
enhanced efforts to promote our sales through online channels, revenue from online channels
increased by 88.2% from RMB58.7 million in 2013 to RMB110.5 million in 2014.

Cost of Sales

Cost of sales increased by 57.1% from RMB521.6 million in 2013 to RMB819.5 million in 2014.
This was primarily due to a significant increase in raw material costs from RMB409.2 million in 2013
to RMB656.5 million in 2014, primarily resulting from the increase in total sales volume. In addition,
due to the outbreak of H7N9 avian flu in 2013, which constrained the potential price increase of ducks
and duck parts in that year, raw material costs relating to ducks and duck parts experienced a
significant increase from 2013 to 2014 as a result of the tight supplies. To a lesser extent, the increase
in cost of saleswas also attributable to an increase in packaging materials costs from RMB33.1 million
in 2013 to RMB64.6 million in 2014, which was primarily because of our continuous introduction of
MAP products. The increase in the cost of sales from 2013 to 2014 was also due to an increase in labor
costs and an increase in logistics related costs, each of which a result of our business expansion.
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Gross Profit and Gross Profit Margin

As aresult of the foregoing, our gross profit increased by 42.2% from RMB696.0 million in 2013
to RMB989.6 million in 2014. Our gross profit margin decreased from 57.2% in 2013 to 54.7% in
2014. The decrease was primarily due to an increase in costs of sales, mainly attributable to an overall
price increase of our major raw materials as well as an increase in packaging materials costsin relation
to our MAP products, which outpaced the increase in our total revenue from 2013 to 2014.

Other Income and Gains, Net

Other income and gains, net increased by 95.0% from RMB13.9 million in 2013 to RMB27.1
million in 2014, primarily due to an increase of RMB11.9 million in gain on disposal of structured
deposits and an increase of RMB1.3 million in government grants, which was partially offset by a net
loss on the disposal of our previous company-wide office operating system and software in the amount
of RMB1.2 million in 2014.

Selling and Distribution Expenses

Our selling and distribution expenses increased by 32.4% from RMB283.2 million in 2013 to
RMB374.9 million in 2014. The increase was primarily due to (i) an increase of RMB28.6 million in
salary and welfare as a result of the increased headcount of selling and marketing personnel as well
as an increase of the average wage rate, (ii) an increase of RMB22.9 million in lease expenses as we
entered into more leases for our self-operated retail stores, in particular in affluent cities, and (iii) an
increase of RMB17.4 million in e-commerce expenses because we increased our use of third-party
online marketplaces in connection with our promotional and marketing activities. However, due to the
significant growth in our total revenue, our selling and distribution expenses as a percentage of total
revenue decreased from 23.3% in 2013 to 20.7% in 2014.

Administrative Expenses

Our administrative expenses increased by 14.8% from RMB79.6 million in 2013 to RMB91.4
million in 2014. The increase was primarily due to an increase of RMB4.6 million in salary and
welfare as a result of the increase in the average wage rate of our employees and the increased
headcount of our administrative personnel to support our business growth. Administrative expenses as
a percentage of total revenue decreased from 6.5% in 2013 to 5.1% in 2014, primarily a benefit from
our greater economies of scale.

Profit Before Tax
As aresult of the foregoing, our profit before tax increased by 58.6% from RMB347.1 million

in 2013 to RMB550.4 million in 2014, and our profit before tax as a percentage of total revenue
increased from 28.5% in 2013 to 30.4% in 2014.
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Income Tax Expenses

Income tax expenses increased by 60.0% from RMB87.2 million in 2013 to RMB139.5 million
in 2014, primarily due to the increase in taxable profits generated in 2014. Our effective tax rate was
25.1% and 25.3%, respectively, in 2013 and 2014.

Profit for the Year

As a result of the foregoing, our net profit for the year increased by 58.1% from RMB259.9
million in 2013 to RMB410.9 million in 2014. Our net profit margin was 21.3% and 22.7%,
respectively, in 2013 and 2014.

LIQUIDITY AND CAPITAL RESOURCES
Sources of Liquidity and Working Capital

We have financed our operations primarily through cash generated from our operating activities.
As of December 31, 2013, 2014 and 2015 and June 30, 2016, we had cash and cash equivalents of
RMB36.8 million, RMB63.8 million, RMB82.3 million and RMB85.8 million, respectively,
substantially all of which were denominated in Renminbi. Our cash and cash equivalents primarily
consist of cash on hand and demand deposits. We also had RMB1.2 million, RMB5.9 million, RMB5.4
million and RMB4.0 million in cash in transit as of December 31, 2013, 2014 and 2015 and June 30,
2016, respectively, which primarily represents payments settled through UnionPay transaction
settlement system that had not been credited by banks. In addition, from time to time, we participate
in promotional activities organized by third-party online marketplaces and pay deposits to these online
marketplaces which are returned to us upon completion of such activities. During the Track Record
Period, such deposits which were recorded as restricted cash amounted to RMBO0.2 million, RMBO0.6
million, RMBO0.6 million and RMBO0.1 million, respectively, as of December 31, 2013, 2014 and 2015
and June 30, 2016.

Taking into account cash generated from operating activities and the estimated net proceeds we
expect to receive from this Global Offering, our Directors are of the view that we will have available
sufficient working capital to meet our present requirements and for at least the next 12 months from
the date of this prospectus. We currently do not expect any significant changes in the mix and the
relative costs of our capital resources.

Our future cash requirements will depend on many factors, including our operating income,
capital expenditures on property, plant and equipment, leasehold land and land use rights and
intangible assets, market acceptance of our products or other changing business conditions and future
developments, including any investments or acquisitions we may decide to pursue. We may require
additional cash due to changing business conditions or other future developments. If our existing cash
is insufficient to meet our requirements, we may seek to issue debt securities or borrow from lending
institutions. See “Risk Factors — Risks Relating to Our Industry and Business — We may require
additional funding to finance our operations, which may not be available on terms acceptable to us or
at all, and if we are able to raise equity capital, the value of your investment in us may be negatively
impacted.”
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Cash Flows Analysis

The following table sets forth our cash flows for the periods indicated:

Year Ended December 31, Six Months Ended June 30,
2013 2014 2015 2015 2016
RMB’000 RM B’ 000 RMB’000 RM B’ 000 RMB’000

(Unaudited)

Net cash generated from

operating activities .................. 253,669 473,824 624,432 335,681 438,579
Net cash used in investing

ACtiVItIeS. ... v eviiei e, (248,937)  (382,478)  (283,307) (34,875)  (232,814)
Net cash used in financing

ACtIVItIES....vvieviiie e, (60,000) (64,317)  (329,010) (300,000) (202,771)
Net (decrease)/increase in cash

and cash equivalents................. (55,268) 27,029 12,115 806 2,994
Cash and cash equivalents at the

beginning of the year/period..... 92,020 36,752 63,781 63,781 82,338
Effect of foreign exchange rate

changes, net.........c.cccoevevieeennnn. — — 6,442 — 450
Cash and cash equivalents at the

end of the year/period .............. 36,752 63,781 82,338 64,587 85,782

Operating Activities

Net cash generated from operating activities in the six months ended June 30, 2016 was
RMB438.6 million, which primarily consisted of profit before tax of RMB510.2 million, adjusted for
certain non-cash items such as depreciation and amortization of RMB21.3 million, interest income
from available-for-sale investments of RMB2.0 million and a loss on foreign exchange of RMBO0.9
million in connection with deposits in U.S. dollars for the purchase of processing machinery and
equipment from overseas suppliers. Additional factors that affected our cash generated from operating
activitiesincluded (i) income tax paid of RMB101.3 million, (ii) adecrease in inventories of RMB18.9
million due to our consumption of raw materials purchased in late 2015, particularly the consumption
for the Chinese New Year holiday of 2016, (iii) an increase in trade payables of RMB17.7 million due
to increased payables from raw materials suppliers, as well as packaging and other material suppliers,
(iv) a decrease in other payables and accruals of RMB7.7 million due to the payments of year-end
bonuses awarded in 2015 to our employees in the first half of 2016, (v) an increase in prepayments,
deposits and other receivables of RMB8.5 million due to an increase in prepaid rents, and (vi) a
decrease in amount due to the Controlling Shareholders of RMB7.6 million due to the payment of such
amount.

Net cash generated from operating activities in 2015 was RMB624.4 million, which primarily
consisted of profit before tax of RMB748.2 million, adjusted for certain non-cash items such as
depreciation and amortization of RMB40.1 million, interest income from structured deposits of
RMB13.6 million, a one-off other expenses recognized on disposal of items of property, plant and
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equipment of RMB7.2 million and a loss on foreign exchange of RMB1.2 million in connection with
deposits in U.S. dollars for the purchase of processing machinery and equipment from overseas
suppliers. Additional factors that affected our cash generated from operating activities included (i)
income tax paid of RMB181.2 million, (ii) an increase in other payables and accruals of RMB81.8
million primarily due to an increase in advances from customers and an increase in payroll and welfare
payables, each aresult of our growing business operations, (iii) an increase in inventories of RMB67.8
million as we increased the procurement of certain raw materials in late 2015 in anticipation of future
price increases of such raw materials, (iv) an increase in rental deposits of RMB11.7 million resulting
from our retail store network expansion, and (v) an increase in trade payables of RMB16.6 million as
a result of our overall business growth.

Net cash generated from operating activities in 2014 was RMB473.8 million, which primarily
consisted of profit before tax of RMB550.4 million, adjusted for certain non-cash items, which mainly
included depreciation and amortization of RMB35.6 million and interest income from structured
deposits of RMB13.1 million. Additional factors that affected our cash generated from operating
activities included (i) tax paid of RMB87.4 million, (ii) an increase in other payables and accruals of
RMB27.7 million primarily relating to unpaid salary and welfare as well as prepayment made by our
customers in connection with our membership cards, (iii) an increase of RMB24.4 million in
prepayments, deposits and other receivables mainly relating to the increasing rental deposits and
repayments for our self-operated retail stores, (iv) an increase in rental deposits of RMB9.4 million,
(v) an increase in trade payables of RMB9.1 million, and (vi) an increase in inventories of RMB8.9
million, each a result of our business growth.

Net cash generated from operating activities in 2013 was RMB253.7 million, which primarily
consisted of profit before tax of RMB347.1 million, adjusted for certain non-cash items, which mainly
included depreciation and amortization of RMB30.4 million and an interest income from
available-for-sale investments of RMB4.1 million. Additional factors that affected our cash generated
from operating activities included (i) tax paid of RMB84.0 million, (ii) an increase in inventories of
RMB26.5 million, (iii) an increase in other prepayments, deposits and other receivables of RMB13.1
million primarily relating to the increased deposits under the lease agreements which was in line with
our retail store network expansion, and (iv) an increase in other payables and accruals of RMB12.8
million primarily relating to unpaid salary and welfare.

I nvesting Activities

Net cash used in investing activities in the six months ended June 30, 2016 was RMB232.8
million, which primarily consisted of (i) the purchase of available-for-sale investments and structured
deposits of RMB475.0 million, and (ii) the purchases of items of property, plant and equipment of
RMB46.8 million mainly in connection with our Phase Il Wuhan processing facility, partially offset
by (i) proceeds from disposal of items of available-for-sale investments and structured deposits of
RMB285.0 million, (ii) government grants of RMB1.0 million, and (iii) interest income from
available-for-sale investments of RMB2.0 million.

Net cash used in investing activities in 2015 was RMB283.3 million, which primarily consisted
of (i) the purchase of available-for-sale investment and structured deposits of RMB1,410.1 million and
related interests of RMB15.5 million; (ii) the purchase of property, plant and equipment of RMB163.2
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million in connection with our Phase |1 Wuhan processing facility; (iii) the additions to prepaid land
lease payments of RMB27.6 million in connection with the newly acquired land parcel located in
Dongguan; and (iv) additions to other intangible assets of RMB4.5 million in connection with the
acquisition of the “Zhou Hei Ya’ trademark from Wuhan ZHY Holdco, partially offset by proceeds
from disposal of available-for-sale investments and structured deposits of RMB1,305.1 million.

In 2014, net cash used in investing activities was RMB382.5 million, which primarily consisted
of (i) the purchase of available-for-sale investment and structured deposits in the amount of
RMB1,634.0 million and related interests of RMB17.5 million (ii) the purchase of property, plant and
equipment of RMB92.2 million in connection with our Phase Il Wuhan processing facility; (iii) the
increase of deposits for potential purchase of property, plant and equipment of RMB18.0 million in
connection with the land parcel located in Dongguan; and (iv) the additions to other intangible assets
of RMB1.7 million in connection with the improvements of our new ERP system, partially offset by
(i) proceeds from disposal of available-for-sale investments and structured deposits of RMB1,339.0
million; (ii) proceeds from disposal of property, plant and equipment of RMB3.8 million mainly in
relation to the disposal of our equipment; and (iii) government grants in the amount of RMB2.0
million.

In 2013, net cash used in investing activities was RMB248.9 million, which primarily consisted
of (i) the purchase of available-for-sale investment and structured deposits of RMB1,095.0 million and
related interests of RMB5.2 million (ii) the purchase of property, plant and equipment of RMB48.7
million in connection with our Phase Il Wuhan processing facility; (iii) the additions to prepaid land
lease payments of RMB18.3 million in connection with the parcel of land located in Wuhan which is
close to our existing processing facility; (iv) additions to other intangible assets of RMB2.1 million
in connection with the establishment and improvements of our new ERP system; and (v) the payment
in connection with the purchase of Shanghai Suolei of RMB1.6 million, partially offset by (i) proceeds
from disposal of available-for-sale investments of RMB910.0 million; and (ii) proceeds from disposal
of property, plant and equipment of RMB1.3 million.

Financing Activities

Net cash used in financing activities in the six months ended June 30, 2016 was RMB202.8
million, representing repayment of amounts due to Wuhan ZHY Holdco in connection with our
Reorganization.

Net cash used in financing activities in 2015 was RMB329.0 million, primarily consisted of
dividends paid of RMB300.0 million, repayment of amounts due to Wuhan ZHY Holdco in the amount
of RMB135.4 million and RMB40.4 million of distribution to Controlling Shareholders relating to our
Reorganization, partially offset by the issue of shares of RMB146.8 million.

In 2014, net cash used in financing activities was RMB64.3 million, representing dividends paid.

In 2013, net cash used in financing activities was RMB60.0 million, representing dividends paid.
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CAPITAL EXPENDITURES

Our capital expenditures amounted to RMB110.4 million, RMB95.7 million, RMB192.7 million
and RMB78.0 million in 2013, 2014 and 2015 and the six months ended June 30, 2016, respectively.
Our capital expenditures were used primarily for purchases of production lines for our existing
facilities and the establishment of our two processing facilities in Wuhan, Hubei Province and
Dongguan, Guangdong Province, respectively. The following table sets forth our capital expenditures
for the periods indicated.

Six Months
Year Ended December 31, Ended June 30,
2013 2014 2015 2016
RM B’ 000 RM B’ 000 RMB’ 000 RM B’ 000
Additions to:
Property, plant and equipment.................. 91,967 95,642 160,661 77,564
Land use right.......ccccoviiiiiiiieen, 18,346 — 27,601 —
Intangible assets .........ccoveviveiiieiveieee, 82 70 4,463 446

Total e 110,395 95,712 192,725 78,010

During the Track Record Period, we financed our capital expenditures primarily with cash
generated from operations. Our capital expenditures in 2015 were relatively low as compared to our
planned capital expenditures in the years ending December 31, 2016 and 2017, which are expected to
be RMB213.9 million and RMB809.0 million, respectively, subject to adjustment based on our
business operations and market conditions. We plan to increase our capital expenditures significantly
in 2016 and 2017 mainly for the establishment of our additional processing facilities, which includes
the construction work, purchases or additional production equipment and the acquisition of land use
rights. Among all the planned capital expenditures in 2016 and 2017, approximately 1.4% was
contracted as of June 30, 2016.

The following table further sets forth our capital expenditure breakdown as of June 30, 2016.

As of June 30, 2016

RM B’ 000
Contracted but not provided for ........ccooveviiiiiiii 12,826
Authorized but not contracted for ..........cccoeviiiiiiiiiii 932,011
Total planned capital expenditures .........ccooevvviiiiiiiieiii e 944,837

In 2016, approximately 65% of planned capital expenditures are expected to be used for the
purchase of production equipment and the construction work for our Phase Il Wuhan processing
facility and to establish additional processing facilities in Dongguan and southwestern China with the
remaining 35% to be used for the development and upgrade of our self-operated retail stores. In 2017,
approximately 55% of planned capital expenditures are expected to be used for the purchase of
production equipment and the construction work for our Phase |11 Wuhan processing facility and to
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establish additional processing facilities in Dongguan and southwestern China. Approximately 30% of
planned capital expenditures are expected to acquire additional land use rights and production
equipment for planned processing facilities in northern China. The remaining approximately 15% is
expected to be used for the development and upgrade of our self-operated retail stores. We plan to fund
our near term planned capital expenditures by using the cash on our balance sheet, the cash flow
generated from our operations, the cash from bank borrowings as well as a portion of the net proceeds
received from the Global Offering for the development of self-operated retail stores. See “Business
— Our Strategies — Further improve operational efficiency and expand production capacity” for
details of our expansion plan and “Future Plans and Use of Proceeds — Use of Proceeds” for the
portion of capital expenditures to be funded by the proceeds from the Global Offering.

CONTRACTUAL OBLIGATIONS AND COMMERCIAL COMMITMENTS

Capital commitments

The table below sets forth the total amount of our capital expenditures contracted for but not yet
incurred as of the dates indicated.

As of
As of December 31, September 30,
2013 2014 2015 2016
RMB’000 RM B’ 000 RM B’ 000 RMB’000

(Unaudited)

Land and buildings.............ccccveniiiiininnnn. 1,667 25,924 13,669 9,780
Plant and machinery ...........ccccooooeevininnnn. 4,840 6,989 16,976 112,093

TOtal oo 6,507 32,913 30,645 121,873

Operating lease commitments

We lease a number of properties under non-cancellable lease agreements. The following table
sets forth the total future minimum lease payments under our non-cancellable |ease agreements as of
the dates indicated.

As of
As of December 31, September 30,
2013 2014 2015 2016
RM B’ 000 RM B’ 000 RM B’ 000 RM B’ 000

(Unaudited)

Within one year..........ccooeceveviiiievinennnnn. 58,019 72,287 93,167 160,087
In the second to fifth years, inclusive.... 112,980 122,607 146,511 172,230
After five years.........ccoeveviiiviiieiieeenn, 7,527 4,939 3,384 1,708

TOtal oo 178,526 199,833 243,062 334,025
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NET CURRENT ASSETS/LIABILITIES

The following table sets forth the breakdown of our current assets and liabilities as of the dates
indicated.

As of As of
As of December 31, June 30, September 30,
2013 2014 2015 2016 2016
RM B’ 000 RM B’ 000 RM B’ 000 RM B’ 000 RM B’ 000

(Unaudited)

Current Assets

INVENTOMIES...uvvieiiiiiieeeiiiieeeeiiie 57,332 66,233 134,073 115,207 152,607
Trade receivables.............c.......... 5,755 4,577 6,356 5,182 8,627
Prepayments, deposits and other

receivables..........coocovvviiiiininnnn. 234,768 540,690 78,075 251,533 424,890
Due from the Controlling

Shareholders..........cccoovvvvnnennnnn. 127 — 149 975 507
Available-for-sale investments..... 70,000 85,000 100,000 125,000 135,000
Restricted cash...........ccccooeevennnnnn. 246 1,677 560 60 340
Cash in transit .......cccooeveveiiinnnnens 1,167 5,877 5,417 4,030 9,513
Cash and cash equivalents........... 36,752 63,781 82,338 85,782 68,912
Total current assets................... 406,147 767,835 406,968 587,769 800,396
Current Liabilities
Trade payables...........ocoevviieennnnn, 24,216 33,268 49,866 67,604 81,855
Other payables and accruals........ 115,740 143,056 218,984 236,243 229,114
Government grants, current......... 530 730 597 697 902
Due to a related party ................. — — 202,771 — —
Due to the Controlling

Shareholders..........cccoovvvvnnennnnn. 982 4,616 7,575 — —
Income tax payables.................... 24,253 67,897 68,125 99,334 126,121
Dividends payables..................... — 4,006 — — —
Total current liabilities............. 165,721 253,573 547,918 403,878 437,992

Net Current Assets/Liabilities... 240,426 514,262 (140,950) 183,891 362,404

Since June 30, 2016 to September 30, 2016, prepayments, deposits and other receivables
increased by RMB173.4 million, primarily due to an increase in prepayments for structured deposits,
and our inventories increased by RMB37.4 million primarily because we increased procurement of raw
materials to support our production. Other than these, there was no material change in our current
assets and liabilities over the period from June 30, 2016 to September 30, 2016.

As of December 31, 2013 and 2014 and June 30 and September 30, 2016, we had net current
assets of RMB240.4 million, RMB514.3 million, RMB183.9 million and RMB362.4 million,
respectively, and as of December 31, 2015, we recorded net current liabilities of RMB141.0 million.
During the Track Record Period, major components of our current assets primarily included
inventories, available-for-sale investments (representing low-risk asset management products we
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purchased), cash and cash equivalents, and prepayments, deposits and other receivables (mainly
including structured deposits and prepaid rents). Major components of our current liabilities primarily
included trade payables, other payables and accruals (primarily representing payables for the
purchases of property, plant and equipment in connection with the construction of our Phase Il Wuhan
processing facility), and income tax payable.

We invested in structured deposits and available-for-sale investments to facilitate our cash
management. We have implemented capital and investment policies to monitor and control the risks
relating to our investment activities, see “— Description of Major Components of Our Results of
Operations — Other Income and Gains, Net” above for more details. During the Track Record Period,
the average daily balance of our investments in structured deposits was approximately RMB52.2
million, RMB318.7 million, RMB265.8 million and RMB42.7 million in 2013, 2014 and 2015 and the
six months ended June 30, 2016, respectively. Over the same periods, the average daily balance of our
investments in available-for-sale investments was approximately RMB86.0 million, RMB100.7
million, RMB49.8 million and RMB74.5 million, respectively. The increases in the average daily
balance of these investments from 2013 to 2014 were primarily due to the adequate cash flows
generated from our growing business operations, while the decreases in the average daily balance from
2014 to 2015 were mainly due to our Reorganization, see “— Prepayments, Deposits and Other
Receivables” below for more details. The following table below sets forth the movements of our total
available-for-sale investments and structured deposits for the periods indicated.

Six Months
Year Ended/As of December 31, Ended/As of
2013 2014 2015 June 30, 2016

RMB millions RMB millions RMB millions RMB millions

Available-for-sale I nvestments

Opening balance of the year/period....... 75 70 85 100
Purchases in the year/period ................ 500 236 455 280
Disposal in the year/period .................. (505) (221) (360) (255)

Distribution to the Controlling
Shareholders in connection with the

Reorganization ..........cccccvuevvvviinevinnens — — (80) —
Year/period-end Balance....................... 70 85 100 125
Structured Deposits
Opening balance of the year/period ..... — 190 470 10
Purchases in the year/period ................ 595 1,398 955 195
Disposal in the year/period .................. (405) (1,118) (945) (30)

Distribution to the Controlling
Shareholders in connection with the

Reorganization ..........cc.c.cccoviiiiieiins — — (470) —
Year/period-end Balance ...................... 190 470 10 175

During the Track Record Period, we recorded significant cash inflows and outflows in connection
with the disposal and purchases of the asset management products, which was mainly because
substantially all of these low-risk investments were short-term and high-turnover in nature. These
significant cash inflows and outflows were in line with our frequent redemptions upon maturity and
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reinvestments of the proceeds as part of our day-to-day cash management activities. Subject to our
investment policies, we only invest in low-risk asset management products, which typically are
principal-protected asset management products bearing relative low level of risk rating provided by
the commercial banks. In addition, return of the majority portion of our structured deposits and
available-for-sale investments typically depended on the underlying investments in money market
funds and were subject to relatively low volatility. Historically, we did not incur any loss in
connection with our investments in structured deposits and available-for-sale investments.

Our net current assets increased by RMB324.9 million from net current liabilities of RMB141.0
million as of December 31, 2015 to net current assets of RMB183.9 million as of June 30, 2016,
primarily due to strong working capital generated from our operations in the six months ended June
30, 2016, resulting in the repayments of amounts due to a related party and due to the Controlling
Shareholders of RMB202.8 million and RMB7.6 million, respectively, as well as an increase in
prepayments, deposits and other receivables of RMB173.5 million mainly in connection with
structured deposits.

We had net current assets of RMB514.3 million as of December 31, 2014 but had net current
liabilities of RMB141.0 million as of December 31, 2015, primarily due to the Reorganization, details
of which are set out in “Our History and Development — Reorganization”. In connection with our
Reorganization, Wuhan ZHY Holdco transferred the operating assets relating to our business as well
as the equity interest of the subsidiaries engaged in our business to our Group. The assets and
liabilities not related to our business, which amounted to RMB821.8 million, were retained by Wuhan
ZHY Holdco and treated as a distribution to the Controlling Shareholders. The distribution primarily
consisted of (i) prepayments, deposits and other receivables of RMB473.0 million, (ii) amount due
from the Group of RMB215.6 million, (iii) available-for-sale investment of RMB80.0 million, which
represented the available-for-sale investments invested and owned by Wuhan ZHY Holdco as at the
completion of the Reorganization. and (iv) cash and bank balances of RMB40.4 million. See Notes 11
and 31 of the Accountants’ Report set out in Appendix | to this prospectus for more details.

Our net current assets increased by RMB273.9 million from RMB240.4 million as of December
31, 2013 to RMB514.3 million as of December 31, 2014, primarily due to an increase in structured
deposits of RMB280.0 million booked under prepayments, deposits and other receivables.

Inventories

Our inventories primarily consist of raw materials, work in progress, finished goods and
packaging materials.

We believe maintaining appropriate levels of inventories can help us produce and deliver our
products on a timely basis without adversely affecting our liquidity. We adjust our raw material
procurement according to our product processing processes, taking into account lead time required for
each type of raw materials. We typically maintain ducks and duck parts for approximately two weeks
of our production requirements. We source spices from their regions of origin to ensure consistent
quality and competitive pricing. We generally conduct collective procurement for spices once a year
at then prevailing market prices. In addition, in anticipation of the increasing demands for our
products during long public holidays, we moderately increase the inventory level of work in progress
prior to such holidays based on estimated customer demands.
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During the Track Record Period, we did not record any write-offs against inventories.

The following table sets forth a summary of our inventory balances as of the dates indicated:

As of December 31, As of June 30,
2013 2014 2015 2016

RMB’000 RM B’ 000 RM B’ 000 RMB’000

Raw materials .........cccoeevviieiinnennnnnn. 31,401 32,582 104,890 88,002

Work in progress........cccoeevevevevnnnennnn. 9,923 5,664 3,396 2,019

Finished goods..........cccoovvviviviinennnnnn. 11,999 21,874 19,069 16,552
Packaging materials and other

consumables ........cccovevvveiiieiineennnn, 4,009 6,113 6,718 8,634

Total oo 57,332 66,233 134,073 115,207

Our inventory increased from RMB57.3 million as of December 31, 2013 to RMB66.2 million
as of December 31, 2014, which was primarily due to an increase in finished goods as we increased
the stock of our products to meet the increasing purchase orders from online marketplaces. Our
inventory significantly increased to RMB134.1 million as of December 31, 2015. This was primarily
due to an increase of RMB72.3 million in raw materials as we significantly increased the procurement
of certain key raw materials, such as duck necks and duck collarbones, in late 2015 in anticipation of
future price increases of such raw materials. This increase in procurement was a one-off arrangement,
made in consideration of the material price fluctuations in those raw materials in 2015. Accordingly,
our inventory decreased from RMB134.1 million as of December 31, 2015 to RMB115.2 million as of
June 30, 2016, primarily due to our consumption of raw materials purchased in late 2015, particularly
the consumption for the Chinese New Year holiday of 2016, partially offset by an increase in overall
procurement of raw materials due to the availability of lower prevailing market pricesin the first half
of 2016.

The following table sets forth average inventory turnover days for the periods indicated:

Six Months
Year Ended December 31, Ended June 30,
2013 2014 2015 2016
Average inventory turnover days® . 30.8 27.5 34.5 43.3

Note:

(1)  Average inventory turnover days are based on the average balance of inventory divided by cost of sales for the relevant
period and multiplied by the number of days in the relevant period. Average balance is calculated as the average of the
beginning balance and ending balance of a given period. The number of days for the year ended December 31 and the
six months ended June 30 is 365 days and 180 days, respectively.

Average inventory turnover days decreased from 30.8 days in 2013 to 27.5 days in 2014. The
decrease was primarily because we prepared inventory reserves throughout 2013 in anticipation of the
increasing demands for our products. Average inventory turnover days increased to 34.5 daysin 2015
primarily because we significantly increased the procurement of certain key raw materialsin late 2015
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in anticipation of future price increases of such raw materials. Average inventory turnover days
increased to 43.3 days in the six months ended June 30, 2016, primarily due to our preparation of
inventory reserves of major raw materials at lower prevailing market prices throughout the first half
of 2016.

As of September 30, 2016, approximately RMB91.2 million, or 79.1%, of our inventories as of
June 30, 2016 had been consumed or sold, comprising approximately RMB72.6 million of raw
materials and packaging materials and other consumable, or 63.0% of our inventories as of June 30,
2016, which had been consumed and approximately RMB18.6 million of working in progress and
finished goods, or 16.1%, of our inventories as of June 30, 2016, which had been sold, respectively.

Due to the nature of our business and production and sales schedules, the significant portion of
our inventory is raw materials. The inventory turnover of our MAP products is typically short, given
its relatively short shelf life. The following table sets forth average inventory turnover days of our
finished goods, without considering the impact of raw materials, for the periods indicated:

Six Months
Year Ended December 31, Ended June 30,
2013 2014 2015 2016
MAP products .........ocoevviieeiiiinneees 1.3 1.4 1.9 2.4
Vacuum packaged products ............. 30.4 32.3 39.9 36.7

Note:

(1)  Average inventory turnover days are based on the average balance of inventory divided by cost of sales for the relevant
period and multiplied by the number of days in the relevant period. Average balance is calculated as the average of the
beginning balance and ending balance of a given period. The number of days for the year ended December 31 and the
six months ended June 30 is 365 and 180 days, respectively.

Inventory turnover days of MAP products increased from 1.9 days for the year ended December
31, 2015 to 2.4 days in the six months ended June 30, 2016, primarily due to more self-operated retail
stores located in cities that were distant from our production facilities.

Trade Receivables

The following table sets forth our trade receivables as of the dates indicated:

As of December 31, As of June 30,
2013 2014 2015 2016
RM B’ 000 RM B’ 000 RM B’ 000 RM B’ 000
Trade receivables...........c.ccoeeeveeennnen. 5,755 4,577 6,356 5,182
Less: impairment .............ccocevevnnnn. — — — —
Total ..o, 5,755 4,577 6,356 5,182
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Our trade receivables primarily consist of receivables due from our third-party partners under the
consignment arrangements and our landlords for certain of our self-operated retail stores and
third-party online marketplaces. We grant a credit term of up to 69 days to some of our third-party
partners under the consignment arrangements and the payments are calculated and settled based on the
actual sales volume. During the Track Record Period, a small number of landlords of our self-operated
retail stores located in commercial complexes collected payments from customers on our behalf and
settled with us on a monthly basis, pursuant to the lease agreements we enter into with these landlords.
These landlords typically maintain and lease commercial areas to various merchants. Therefore, these
landlords expect to process payments by themselves in order to better monitor their merchants and
manage all transactions conducted in their premises. We believe this is an industry norm in China's
retail industry and such practice is not subject to any material risk. In addition, pursuant to the
agreements we enter into with certain third-party online marketplaces, the third-party online
marketplaces settle payments that online customers pay for our products on such platforms with us on
a monthly basis. We do not have any collateral or other credit enhancements over our trade receivable
balances.

Trade receivables decreased from RMB5.8 million as of December 31, 2013 to RMB4.6 million
as of December 31, 2014, primarily because we improved our payment settlement practice. Our trade
receivables increased to RMB6.4 million as of December 31, 2015, primarily due to an increase in
payments collected by landlords on our behalf, which is in turn due to increase in revenue and our
online sales whose payments are typically settled on a monthly basis as discussed above. Trade
receivables then decreased to RMB5.2 million as of June 30, 2016, primarily because the payment
settlement cycle with one of our online platforms decreased from one month to two business days. The
decrease was also partially attributable to our strengthened efforts to improve the payment settlement
practices of our distributors.

The following table sets forth an aging analysis of our trade receivables net of impairment as of
the dates indicated, based on the invoice date and net of provisions:

As of December 31, As of June 30,
2013 2014 2015 2016
RMB’000 RMB’000 RM B’ 000 RMB’000
Within 3 months .................conn. 5,755 4,574 6,281 5,057
Over 3 monthS......cocevviviiiiiiiiiieenne, — 3 75 125

Total oo 5,755 4,577 6,356 5,182

Due to the nature of our business and our strict trade receivables collection policies, a substantial
majority of our trade receivables during the Track Record Period had ages of less than three months.
We further enhanced our control over payment collection procedures with respect to our third-party
partners under the consignment arrangements and third-party online marketplaces since 2013, which
has enabled us to substantially eliminate outstanding trade receivables over three months.

Based on our past experience, we believe that no provision for impairment is necessary in respect
of the balance of our trade receivables as there had not been any significant change in credit quality
of our stores, distributors or online channels. We believe all such balances are recoverable. We did not
record any provision for impairment during the Track Record Period.
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The following table sets forth our trade receivables turnover days for the periods indicated:

Six Months
Year Ended December 31, Ended June 30,
2013 2014 2015 2016
Average trade receivables turnover
days™ e 1.3 1.0 0.8 0.7

Note:

(1)  Average trade receivables turnover days are based on the average balance of trade receivables divided by total revenue
for the relevant period and multiplied by the number of days in the relevant period. Average balance is calculated as the
average of the beginning balance and ending balance of a given period. The number of days for the year ended December
31 and the six months ended June 30 is 365 and 180 days, respectively.

Due to the nature of our business, our average trade receivables turnover days remained short
during the Track Record Period as the majority of our revenue was derived from self-operated retail
stores. In addition, the slightly decreased average trade receivables turnover days throughout the
Track Record Period was also due to our improved payment settlement practice with our third-party
partners under the consignment arrangements and third-party online marketplaces.

As of September 30, 2016, approximately RMB5.2 million, or 99.4%, of our trade receivables
as of June 30, 2016 had been collected.

Prepayments, Deposits and Other Receivables
Prepayments, deposits and other receivables mainly include structured deposits, prepaid rents, as

well as advances to our suppliers. The following table sets forth our prepayments, deposits and other
receivables for the periods indicated:

As of 31 December, As of June 30,
2013 2014 2015 2016

RM B’ 000 RM B’ 000 RMB’ 000 RM B’ 000

Prepaid rents.......coovveveiiiieeiiieceiieeees 30,284 43,296 45,065 50,590

Advances to employees...........c.occeeeeennnnes 1,539 2,883 3,299 2,779

Advances to suppliers..........cccceeeveeeiinnnnnn. 2,882 13,263 6,324 1,937

Deductible input VAT ..o 3,807 1,414 4,358 8,393
Current portion of prepaid land lease

PAYMENES ...vieiiiecei e 867 867 867 867

Structured deposits..........ceevveiiiiiiieeiiinnnnn. 190,000 470,000 10,000 175,000

Others. ... 5,389 8,967 8,162 11,967

Total...ooveiii 234,768 540,690 78,075 251,533
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Structured deposits significantly increased by RMB280.0 million from RMB190.0 million as of
December 31, 2013 to RMB470.0 million as of December 31, 2014 primarily because we invested in
structured deposits for cash management purposes. Structured deposits significantly decreased by
RMB460.0 million from RMB470.0 million as of December 31, 2014 to RMB10.0 million as of
December 31, 2015 primarily due to the distribution of certain assets attributed to Wuhan ZHY Holdco
as a result of the Reorganization, which included structured deposits of RMB470.0 million initially
invested by Wuhan ZHY Holdco in its own capacity and with its own funds. Since we continued to
invest in structured deposits in the six months ended June 30, 2016 using funds generated from our
operations, structured deposits increased to RMB175.0 million as of June 30, 2016. We have
implemented capital and investment policies to monitor and control the risks relating to our
investment activities, see “— Description of Major Components of Our Results of Operations — Other
Income and Gains, Net” above for more details.

Prepaid rents increased by RMB13.0 million from RMB30.3 million as of December 31, 2013 to
RMB43.3 million as of December 31, 2014 and further increased by RMB1.8 million to RMB45.1
million as of December 31, 2015. Prepaid rents further increased to RMB50.6 million as of June 30,
2016. The continued increases were primarily due to the increase in the number of our self-operated
retail stores.

Advances to employees mainly represented discretionary cash allowances to employees for travel
expenses and other daily operating expenditures made for or on behalf of us. We expect to continue
to set aside a small amount of such discretionary cash allowances going forward as we believe it is
a common practice in our industry. As advised by our PRC legal advisor, such cash allowances to
employees for travel expenses and other daily operating expenditures comply with the relevant laws
and regulations in the PRC in all material aspects.

Advances to suppliers significantly increased by RMB10.4 million from RMB2.9 million as of
December 31, 2013 to RMB13.3 million as of December 31, 2014 primarily due to our procurements
of machinery and equipment for the construction of our Phase || Wuhan processing facility.

Restricted Cash, Cash in Transit and Cash and Cash Equivalents
Our restricted cash primarily includes (i) pledged bank deposits, which represent the restricted
amounts we deposit with commercial banks in connection with our procurement of certain machinery

and equipment; and (ii) deposits that we make to third-party online marketplaces for promotional
activities that are returned to us upon completion of these activities.
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The following table sets forth our restricted cash as of the dates indicated:

As of December 31, As of June 30,
2013 2014 2015 2016
RMB’000 RMB’000 RMB’000 RMB’000
Pledged bank deposits ................c.... — 1,090 — —
Deposits to online marketplaces for
online promotions............cccceeveees 246 587 560 60

Total restricted cash..............cou..... 246 1,677 560 60

Our cash in transit primarily represents payments settled by credit cards or debit cards through
UnionPay transaction settlement system which have not been credited by banks. Cash in transit
increased from RMB1.2 million as of December 31, 2013 to RMB5.9 million as of December 31, 2014,
primarily due to the increased number of our retail stores equipped with our POS system as well as
the increased sales volume at these stores. The increase was also attributable to the increase in the
payments settled through our POS system. Cash in transit slightly decreased to RMB5.4 million as of
December 31, 2015, our cash in transit decreased from RMB5.4 million to RMB4.0 million as of June
30, 2016, primarily due to a higher level of salesin December 2015 in anticipation of the New Year’s
Day holiday in 2016.

Our cash and cash equivalents primarily consist of cash on hand and demand deposits. As of
December 31, 2013, all of our cash and cash equivalents were denominated in Renminbi. As of
December 31, 2014, RMB1.6 million of the total RMB63.8 million of cash and cash equivalents were
denominated in currencies other than Renminbi. The U.S. dollar denominated deposits were primarily
for purchases of processing machinery and equipment from overseas suppliers. As of December 31,
2015 and June 30, 2016, RMB20.4 million and RMB16.6 million of cash and cash equivalents,
respectively, were denominated in currencies other than Renminbi. The U.S. dollar denominated
deposits were primarily relating to the capital contribution by our Investors.

Trade Payables

Our trade payables totaled RMB24.2 million, RMB33.3 million, RMB49.9 million and RMB67.6
million, respectively, as of December 31, 2013, 2014 and 2015 and June 30, 2016. Our trade payables
primarily consist of trade payables to our raw material suppliers. Our suppliers generally grant us a
credit period ranging from 15 days to one month. Our trade payables increased during the Track
Record Period, primarily due to our increased procurement of various raw materials to support our
expanded operations.
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The following table sets forth an aging analysis of our trade payables as of the dates indicated,
based on the invoice date:

As of December 31, As of June 30,
2013 2014 2015 2016
RM B’ 000 RM B’ 000 RM B’ 000 RM B’ 000
Within 3 months ...........ccooeiviininnen, 23,783 32,879 40,038 58,292
3to6months .....coovvvviiiiiiii, 376 34 7,407 8,999
Over 6 to 12 months.............ceevveenee. 24 306 — 178
Over 12 monthS .....coovevviiiiiiiieennns, 33 49 2,421 135
Total trade payables....................... 24,216 33,268 49,866 67,604

The following table sets forth our trade payables turnover days for the periods indicated:

Six Months
Year Ended December 31, Ended June 30,
2013 2014 2015 2016
Average trade payables turnover
days™ .o, 16.7 12.8 14.3 20.4

Note:

(1)  Average trade payables turnover days are based on the average balance of trade payables divided by total cost for the
relevant period and multiplied by the number of days in the relevant period. Average balance is calculated as the average
of the beginning balance and ending balance of a given period. The number of days for the year ended December 31 and
the six months ended June 30 are 365 and 180 days, respectively.

Average trade payables turnover days decreased from 16.7 daysin 2013 to 12.8 daysin 2014. The
decrease was primarily due to our enhanced working capital management so as to achieve improved
balance between our receivable collections and our payments. Average trade payables turnover days
increased to 14.3 daysin 2015, primarily due to our increased procurement of raw materials to support
our expanding production plans and the fact that we strategically increased inventories of certain key
raw materials to avoid perceived future price increase in late 2015. Average trade payables turnover
days increased to 20.4 days in the six months ended June 30, 2016, primarily due to an increase in
accounts payable, while the cost of sales decreased. This is consistent with common market practice
in China, as average trade payables turnover days tend to be longer during the year as opposed to year
end, a period when our suppliers tend to strengthen collection efforts.
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Other Payables and Accruals

We also record other payables and accruals in connection with various aspects of our operations,
including staff payroll payables, other tax payables, payables relating to the purchase of property,
plant and equipment and the decoration of our retail stores. Total other payables and accruals
amounted to RMB115.7 million, RMB143.1 million, RMB219.0 million and RMB236.2 million,
respectively, as of December 31, 2013, 2014 and 2015 and June 30, 2016. The increase was in line with
our business growth and expansion.

The following table sets forth our other payables and accruals as of the dates indicated:

As of December 31, As of June 30,
2013 2014 2015 2016

RMB’000 RM B’ 000 RMB’000 RMB’000

Advances from customers ............... 7,219 18,022 35,245 43,341
Payables for purchase of property,

plant and equipment ..................... 11,940 11,522 16,218 41,207

Payables for operating leases........... 5,981 1,524 1,921 3,895

Payroll and welfare payables............ 69,044 83,881 120,111 100,064

Other tax payables...........ccocoeveneen. 8,588 15,888 25,066 23,754

Deposits received from suppliers...... 1,575 1,629 4,755 3,735

Other payables..........ccoocovviiiiiinnnnnn. 11,393 10,590 15,668 20,247

Total oo 115,740 143,056 218,984 236,243

Advances from customers primarily represent the unused prepaid deposits made by customers
who have joined our membership program. Advances from customers increased from RMB7.2 million
as of December 31, 2013 to RMB18.0 million as of December 31, 2014 and to RMB35.2 million as
of December 31, 2015, which further increased to RMB43.3 million as of June 30, 2016. These
increases were primarily due to the continuous increase in the prepayments resulting from the
increases in the balances of prepaid amounts of our existing members and the number of hew members
under our membership program.

Balances of prepaid amounts of our membership cards that were included in advances from
customers as presented on our consolidated statements of financial position amounted to
approximately RMB6.6 million, RMB16.3 million, RM29.7 million and RMB36.7 million,
respectively, as of December 31, 2013, 2014 and 2015 and June 30, 2016. During the Track Record
Period, the amount deposited by customers who joined our membership program amounted
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toapproximately RMB85.0 million, RMB153.6 million, RMB246.9 million and RMB195.6 million,
respectively. The following table sets forth the movements of the amounts deposited and utilized by
our customers for the periods indicated.

Six Months
Ended/As of
Year Ended/As of December 31, June 30,
2013 2014 2015 2016
RMB millions RMB millions RMB millions RMB millions
Opening balance of the period ................. 3.9® 6.6 16.3 29.7
Deposited in the period............cccoeeevnnneenn. 85.0 153.6 246.9 195.6
Utilized in the period ...........cccoevvviniennnnn. (82.3) (143.9) (233.5) (188.6)
Period-end Balance.............ccccovvvvvveennnnn. 6.6 16.3 29.7 36.7
Note:

(1) Derived from our unaudited management account.

Payables for the purchase of property, plant and equipment during the Track Record Period
primarily represented payments in connection the construction of our Phase Il Wuhan processing
facility and the addition of production equipment.

Payables for operating leases primarily represent the unpaid portion of rental payments under the
lease agreements we entered into in connection with our self-operated retail stores. Payables for
operating lease decreased from RMB6.0 million as of December 31, 2013 to RMB1.5 million as of
December 31, 2014, primarily due to a postponed lease payment in late 2013 for certain of our
self-operated retail stores which was settled in early 2014. Payables for operating leases increased to
RMB1.9 million as of December 31, 2015, which further increased to RMB3.9 million as of June 30,
2016, primarily because we leased more floor area for our self-operated retail stores.

Payroll and welfare payables recorded at each year end were primarily in connection with our
year-end additional salaries and bonuses. Payroll and welfare payables increased from 2013 to 2015,
primarily because we hired more personnel to support our business growth and the carrying amount
of our provisions for social insurance premium contributions and housing provident funds increased
from RMB30.6 million as of December 31, 2013 to RMB46.9 million as of December 31, 2014, and
further to RMB65.4 million as of December 31, 2015 and RMB66.8 million as of June 30, 2016.

Other tax payables include value-added-tax, business tax and additional business tax, property
tax and land use tax. Other tax payables increased from RMB8.6 million as of December 31, 2013 to
RMB15.9 million as of December 31, 2014 and further to RMB25.1 million as of December 31, 2015,
which was in line with our increased sales volume and overall business growth. Other tax payables
slightly decreased to RMB23.8 million as of June 30, 2016.
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INDEBTEDNESS

We did not have any bank borrowings as of December 31, 2013, 2014 and 2015 and June 30 and
September 30, 2016. In the preparation of our Reorganisation, in June 2015, our subsidiary, Hubei
Shiji Yuanjing obtained a one-year credit facility of up to RMB200.0 million from a commercial bank.
We had not drawn down any portion of this credit facility before its expiry on June 18, 2016. Taking
into account our net current asset position as of September 30, 2016, as wells as the sufficient cash
generated from our operating activities, we decided not to renew this credit facility.

Save as disclosed in this prospectus, we did not have outstanding indebtedness or any loan
capital issued and outstanding or agreed to be issued, bank overdrafts, loans or similar indebtedness,
liabilities under acceptance (other than normal trade bills), acceptance credits, debentures, mortgages,
charges, finance leases or hire purchase commitments, guarantees or other contingent liabilities as of
September 30, 2016, being the latest practicable date for our indebtedness statement. Since September
30, 2016 and up to the date of this prospectus, there has not been any material adverse change in our
indebtedness and contingent liabilities. Our Directors do not foresee any potential difficulty in
obtaining bank facilities should the need arise. Our Directors confirm that the Company does not have
any external financing plans as of the Latest Practicable Date.

There are no material restrictive covenants relating to any of our outstanding debts. During the
Track Record Period and up to the Latest Practicable Date, our Directors confirm that we had not
breached any of the restrictive covenants.

OFF-BALANCE SHEET COMMITMENTS AND ARRANGEMENTS

We have not entered into, nor do we expect to enter into, any off-balance sheet arrangements.
Moreover, we have not entered into any financial guarantees or other commitments to guarantee the
payment obligations of third parties or any derivative contracts that are indexed to our equity interests
and classified as owners’ equity. Furthermore, we do not have any retained or contingent interest in
assets transferred to an unconsolidated entity that serves as credit, liquidity or market risk support to
such entity. We do not have any variable interest in any unconsolidated entity that provides financing,
liquidity, market risk or credit support to us or that engages in leasing, hedging or research and
development services with us.

CONTINGENT LIABILITIES

As of the Latest Practicable Date, we did not have any significant contingent liabilities.
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KEY FINANCIAL RATIOS

The following table sets forth certain of the key financial ratios of our Group for the periods or
as of the dates indicated:

For the Six Months
For the Years Ended/As of December 31, Ended/As of June 30,

2013 2014 2015 2015 2016
(Unaudited)

Profitability ratios:

Gross margin ........ccoeeeveeennnns 57.2% 54.7% 56.4% 54.8% 62.7%

Net profit margin ................ 21.3% 22.7% 22.7% 23.0% 27.4%

Rates of return:

ROAM i, 34.2% 34.5% 57.8% 22.0% 31.9%

270 = 44.8% 44.6% 143.6% 30.3% 49.6%

Liquidity:

Current ratio® ...........c......... 2.5x 3.0x 0.7x 2.3x 1.5x

Quick ratio™ ...........ccoenne 2.1x 2.8x 0.5x 2.1x 1.2x

Capital adequacy:

Net debt to equity ratio® .... net cash net cash net cash net cash net cash

Notes:

(1) Calculated using profit for the year/period divided by total assets at the end of the year/period, multiplied by
100%.

(2) Calculated using profit for the year/period divided by total equity at the end of the year/period, multiplied by
100%.

(3) Calculated using current assets/current liabilities at the end of year/period.
(4) Calculated using current assets less inventory/current liabilities at the end of year/period.
(5)  Calculated using total debt less cash and cash equivalents/total equity at the end of year/period. We did not have

any bank borrowings during the Track Record Period.

Return on assets ratio. Our return on assets ratio increased from 34.2% as of December 31, 2013
to 34.5% as of December 31, 2014, primarily due to an increase in net profit. Our return on assets ratio
increased from 34.5% as of December 31, 2014 to 57.8% as of December 31, 2015, primarily due to
an increase in net profit and a decrease in total assets primarily due to the Reorganization in 2015.
Our return on assets ratio increased from 22.0% as of June 30, 2015 to 31.9% as of June 30, 2016,
primarily due to the increase in net profit. See “— Net Current Assets/Liabilities” and Notes 11 and
31 of the Accountants’ Report set out in Appendix | to this prospectus for more details.

Return on equity ratio. Our return on equity ratio decreased from 44.8% as of December 31, 2013
to 44.6% as of December 31, 2014, primarily due to a larger percentage increase in retained earnings
due to net profit as of December 31, 2014 than percentage increase in net profit for the year ended
December 31, 2014. Return on equity ratio increased to 143.6% as of December 31, 2015, primarily
due to aRMB537.2 million decrease in total equity due to the Reorganization in 2015, and to a lesser
extent, increase in net profit. Our return on equity ratio increased from 30.3% as of June 30, 2015 to
49.6% as of June 30, 2016, primarily due to the increase in net profit.
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Current ratio. Our current ratio improved from 2.5 as of December 31, 2013 to 3.0 as of
December 31, 2014, primarily reflected increases in available-for-sale investments, cash and cash
equivalents, and prepayments, deposits and other receivables, partially offset by an increase in current
liabilities resulting from increases in income tax payable, trade payables and other payables and
accruals. Our current ratio decreased from 3.0 as of December 31, 2014 to 0.7 as of December 31,
2015 primarily because of the Reorganization, which was completed in July 2015. Our current ratio
decreased from 2.3 as of June 30, 2015 to 1.5 as of June 30, 2016 due to the same reason. See “—Net
Current Assets/Liabilities” and Notes 11 and 31 of the Accountants’ Report set out in Appendix | to
this prospectus for more details.

Quick ratio. Quick ratio improved from 2.1 as of December 31, 2013 to 2.8 as of December 31,
2014, primarily due to the increases in available-for-sale investments, cash and cash equivalents, and
prepayments, deposits and other receivables. The increase was partially offset by an increase in
current liabilities resulting from the increases in income tax payable and other payables and accruals.
Our quick ratio decreased from 2.8 as of December 31, 2014 to 0.5 as of December 31, 2015 primarily
because of the Reorganization, which was completed in July 2015. Our quick ratio decreased from 2.1
as of June 30, 2015 to 1.2 as of June 30, 2016 due to the same reason. See “—Net Current
Assets/Liabilities” and Notes 11 and 31 of the Accountants’ Report set out in Appendix | to this
prospectus for more details.

Net debt to equity ratio. We did not have any bank borrowings and were in a net cash position
during the Track Record Period.

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

In the ordinary course of our business, we are exposed to various market risks, including credit
risk and liquidity risk. Our risk management strategy aims to minimize the potential adverse effects
of such risks on our financial performances. We have control policies in place and the exposure to
these risks are monitored on an on-going basis by the Board.

Foreign Currency Risk

As of December 31, 2013, 2014 and 2015 and June 30, 2016, our cash and bank balances
dominated in a currency other than Renminbi amounted to nil, RMB1.6 million, RMB20.4 million and
RMB16.6 million, respectively. We are not subject to significant foreign currency risk.

Credit Risk

We trade only with recognized and creditworthy third parties and related parties. It is our policy
that all customers who wish to trade on credit terms are subject to individual credit verification
procedures. In addition, receivable balances are monitored on an ongoing basis and our exposure to
bad debts is not significant.

All our cash and cash equivalents are held in major financial institutions located in the PRC and

all of our cash at banks are deposited in state-owned or state-controlled PRC banks, which do not have
a recent history of default.
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The carrying amounts of cash and cash equivalents, trade receivables and financial assets
included in prepayments, deposits and other receivables included in the consolidated statements of
financial position represent our maximum exposure to credit risk in relation to our financial assets.
We have no other financial assets which carry significant exposure to credit risk.

Liquidity Risk

Our policy isto monitor regularly the current and expected liquidity requirements to ensure that
we maintain sufficient reserves of cash and adequate committed lines of funding from major financial
institutions to meet our liquidity requirements in the short and long term.

The following table detail s the remaining contractual maturities at the end of the reporting period
of our trade payables, financial liabilities included in other payables and accruals and amounts due to
related parties.

As of June 30, 2016

Less than 3 3to 12
On demand months months 1to 5 years Total

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Trade payables........ccoooveviiiiiiiiiiei, 18,843 48,761 — — 67,604

Financial liabilities included in other
payables and accruals..............cc.uuneeen. 87,838 — 5,000 7,000 99,838
106,681 48,761 5,000 7,000 167,442

As of December 31, 2015

Less than 3 3to 12
On demand months months 1to 5 years Total

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Trade payables........cccccoiviiiiiiiiiiiiiiieennn, 9,828 40,038 — — 49,866
Due to the Controlling Shareholders...... 7,575 — — — 7,575

Financial liabilities included in other
payables and accruals ........................ 63,629 — — 7,000 70,629
Due to arelated party .........cccoeeveeeeinnnnnn. 202,771 — — — 202,771
283,803 40,038 — 7,000 330,841
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As of December 31, 2014

On Less than 3to 12
demand 3 months months Total

RMB’000 RMB’000 RMB’000 RMB’000

Trade payables.........ooiiiiiii e 389 32,879 — 33,268
Due to the Controlling Shareholders........................ 4,616 — — 4,616

Financial liabilities included in other
payables and acCrualS.........ccooeveiiiiiineiiiiieiieeeen 41,153 — — 41,153
Dividends payable..........ccooviiiiiiiiiiii e 4,006 — — 4,006
50,164 32,879 — 83,043

As of December 31, 2013

On L ess than 3to 12
demand 3 months months Total

RMB’000 RMB’000 RMB’000 RMB’000

Trade payablesS.........coocvuiiiiiiee e 433 23,783 — 24,216
Due to the Controlling Shareholders........................ 982 — — 982

Financial liabilities included in other
payables and accruals...........ocooieiiiiiiiiiiiiiinee 39,477 — — 39,477
40,892 23,783 — 64,675

Capital Management

The preliminary objective of our capital management is to safeguard our ability to continue as
a going concern and to maintain healthy capital ratios in order to support our business and maximize
Shareholders’ value.

We manage our capital structure and make adjustments to it in light of changes in economic
conditions and the risk characteristics of the underlying assets. To maintain or adjust our capital
structure, we may adjust dividend payments to Shareholders, return capital to Shareholders or issue
new shares.

We monitor capital using a gearing ratio, which isinterest-bearing bank borrowings less cash and
cash equivalent divided by the total equity. As of December 31, 2013, 2014 and 2015 and June 30,
2016, we had no interest-bearing bank borrowings and thus no gearing ratio was calculated.

DIVIDEND POLICY
We may distribute dividends by way of cash or by other means that we consider appropriate,
based on various factors such as our results of operations, cash flows, financial condition, statutory

and regulatory restrictions on the payment of dividends by us, our capital requirements, future
business plans and prospects and other factors that we may consider relevant.

— 256 —



FINANCIAL INFORMATION

A decision to declare and pay any dividend would require the approval of the Board and will be
at their discretion. In addition, any final dividend for afinancial year will be subject to Shareholders’
approval.

We did not declare any dividends in 2013 and in the six months ended June 30, 2016. We declared
dividends of RMB68.3 million in 2014 and RMB300.0 million in 2015 to the then shareholders, which
had been fully paid as of the Latest Practicable Date. Past dividend distribution records may not be
used as a reference or basis in determining the level of dividends that may be declared or paid by us
in the future.

We currently intend to adopt, after our Listing, a general annual dividend policy of declaring and
paying dividends on an annual basis of no less than 30% of our distributable net profit attributable to
our Shareholders in the future, subject to, among other things, our operational needs, earnings,
financial condition, working capital requirements and future business plans as our Board may deem
relevant at such time. There can be no assurance that we will be able to declare or distribute any
dividend in the amount set out in any plan of the Board or at all.

LISTING EXPENSES

During the Track Record Period, we incurred listing expenses of approximately RMB17.5
million, of which RMB14.0 million was recognized as general and administrative expenses in our
consolidated statements of profit or loss and other comprehensive income for the year ended
December 31, 2015 and the six months ended June 30, 2016, and RMB3.5 million was capitalized as
deferred expenses in our consolidated statements of financial position as of June 30, 2016 to be
recognized as a deduction in equity. We expect to incur additional listing expenses of approximately
RMB100 million, of which RMB28.9 million is expected to be recognized as general and
administrative expenses for the year ending December 31, 2016 and RMB71.1 million is expected to
be recognized as a deduction in equity directly. Our Directors do not expect such expenses to have a
material and adverse impact on our financial results for the year ending December 31, 2016.

DISTRIBUTABLE RESERVES

As of June 30, 2016, our reserves available for distribution to our Shareholders were RMB145.7
million under the HKFRS.

UNAUDITED PRO FORMA STATEMENT OF ADJUSTED CONSOLIDATED NET TANGIBLE
ASSETS

The unaudited pro forma data relating to our net tangible assets prepared in accordance with Rule
4.29 of the Listing Rules is set out below to illustrate the effect of the Global Offering on our net
tangible assets as of June 30, 2016 as if the Global Offering had taken place on that date.

— 257 —



FINANCIAL INFORMATION

This unaudited pro forma statement of adjusted net tangible assets has been prepared for

illustrative purposes only and, because of its hypothetical nature, it may not give a true picture of the
consolidated net tangible assets of our Group attributable to the owners of the Company as of June
30, 2016 or any subsequent dates, including following the Global Offering.

Audited Unaudited
consolidated pro forma
net tangible adjusted
assets of our consolidated

Group net tangible
attributable assets of our
to the owners Estimated net Group

of the proceeds attributable
Company as from the to the owners
at June 30, Global of the Unaudited pro forma adjusted
2016 Offering Company net tangible assets per Share
RMB’000®  RMB’000® RM B’ 000 RMB® HK$ equivalent™
Based on an offer price of
HK$5.80 per Share........... 759,961 2,012,089 2,772,050 1.20 1.39
Based on an offer price of
HK$7.80 per Share .......... 759,961 2,723,232 3,483,193 1.50 1.74

The consolidated net tangible assets of our Group attributable to owners of the Company as of June 30, 2016 is extracted
from “Appendix | — Accountants’ Report” to this prospectus, which is based on the audited consolidated equity
attributable to owners of the parent as of June 30, 2016 of RMB767,081,000 less intangible assets as of June 30, 2016

The estimated net proceeds from the Global Offering are based on estimated offer prices of HK$5.80 or HK$7.80 per
Share after deduction of the underwriting fees and other related expenses payable by our Company and 424,470,000
Shares expected to be issued under the Global Offering, taking no account of any Shares which may be issued upon the

The unaudited pro forma adjusted consolidated net tangible assets per Share is arrived at after adjustments referred to
in the preceding paragraphs and on the basis that 2,319,470,000 Shares are in issue assuming the Global Offering has
been completed on June 30, 2016 and an Offer Price of HK$5.80 per Share, being the low end of the Offer Price range,
and 2,319,470,000 Shares are in issue assuming that the Global Offering has been completed on June 30, 2016 and an
Offer Price of HK$7.80 per Share, being the high end of the Offer Price range, excluding Shares which may be issued

The unaudited pro forma adjusted consolidated net tangible assets per Share is converted into Hong Kong dollars at an

Notes:
(€]
of RMB7,120,000.
2
exercise of the Over-allotment Option.
(3)
upon the exercise of the Over-allotment Option.
(4)
exchange rate of HK$1.00 to RMB0.8610.
(%)

No adjustment has been made to reflect any trading results or other transactions of our Group entered into subsequent
to June 30, 2016.

No adjustment has been made to reflect any trading result, dividends declared or other

transactions of we entered into subsequent to June 30, 2016.
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PROPERTY VALUATION

The Property Valuer has valued our properties at RMB208.5 million as of September 30, 2016.
The text of its letter, summary of valuation and the valuation certificates are set forth in Appendix 111
to this prospectus.

The statement below shows the reconciliation of aggregate amounts of certain properties as
reflected in our audited consolidated financial statements as of June 30, 2016 as set forth in “Appendix
| — Accountants’ Report” to this prospectus with the valuation of these properties as of September 30,

2016 as set forth in “Appendix |11l — Property Valuation” to this prospectus.

RM B’ 000
Net Book Value as of June 30, 2016 .....couiiniiriieiiiii e 200,796
Depreciation for the three months ended September 30, 2016 .........ccooveeeiiviiieeiiiinnnnn. (916)
Ao o [ 10 ) £ 12,388
FaiT VAIUE GEFICIT o.vvnieiiii e (3,768)
Valuation as of September 30, 2016 .......ccoeuiiiiiiiii e 208,500

NO MATERIAL ADVERSE CHANGE

After performing sufficient due diligence work which our Directors consider appropriate and
after due and careful consideration, our Directors confirm that, up to the date of this prospectus, there
has been no material adverse change in our financial or trading position or prospects since June 30,
2016, being the date on which our latest audited consolidated financial statements were prepared, and
there is no event since June 30, 2016 which would materially affect the information as set out in the
Accountants’ Report in Appendix | to this prospectus.

DISCLOSURE UNDER RULES 13.13 TO 13.19 OF THE LISTING RULES

Our Directors confirm that, as of the Latest Practicable Date, there was no circumstance that
would give rise to a disclosure requirement under Rules 13.13 to 13.19 of the Listing Rules.
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FUTURE PLANS

See “Business — Our Strategies” for a detailed description of our future plans.

USE OF PROCEEDS

We estimate the net proceeds of the Global Offering which we will receive, assuming an Offer
Price of HK$6.80 per Offer Share (being the mid-point of the Offer Price range stated in this
prospectus), will be approximately HK$2,749.9 million, after deduction of underwriting fees and
commissions and estimated expenses payable by us in connection with the Global Offering and
assuming the Over-allotment Option is not exercised.

In the event the Over-allotment Option is exercised in full and assuming an Offer Price of
HK$6.80 per Offer Share (being the mid-point of the Offer Price range stated in this prospectus), we
will receive additional net proceeds of approximately HK$421.2 million.

If the Offer Priceisfixed at HK$7.80 per Offer Share (being the high end of the Offer Price range
stated in this prospectus), we will receive additional net proceeds of (i) approximately HK$413.0
million, assuming the Over-allotment Option is not exercised; and (ii) approximately HK$474.9
million, assuming the Over-allotment Option is exercised in full.

If the Offer Priceis fixed at HK$5.80 per Offer Share (being the low end of the Offer Price range
stated in this prospectus), the net proceeds we receive will be reduced by (i) approximately HK$413.0
million, assuming the Over-allotment Option is not exercised; and (ii) approximately HK$474.9
million, assuming the Over-allotment Option is exercised in full.

We intend to use the net proceeds of HK$2,749.9 million of the Global Offering for the following
purposes assuming the Offer Price is fixed at HK$6.80 per Offer Share (being the mid-point of the
indicative Offer Price Range), and assuming the Over-allotment Option is not exercised:

(i) approximately 35.0%, or HK$962.4 million, will be used for development of processing
facilities, logistics and storage centers, including;

— approximately 5.0%, or HK$137.4 million, for the expansion and upgrade of our
existing processing facilities, logistics and storage centers in Wuhan, Hubei Province
and Shanghai;

— approximately 10.0%, or HK$275.0 million, for the establishment of an additional
processing facility, logistics and storage center in Dongguan, Guangdong Province
and the procurement of machinery and equipment for this planned processing facility,
logistics and storage center. For details, see “Business — Our Strategies — Further
improve operational efficiency and expand production capacity” and “Business — Our
Production — Processing Facilities”; and
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(ii)

(iii)

(iv)

— approximately 20.0%, or HK$550.0 million, for the establishment of additional
processing facilities, logistics and storage centers in eastern, southwestern and
northern China, for which we have not identified any particular parcel of land and no
definitive agreement has been entered into in this regard;

approximately 15.0%, or HK$412.5 million, will be used for investments in our
self-operated retail store network by upgrading existing stores and opening new stores,
including;

— approximately 5.0%, or HK$137.5 million, to upgrade our existing self-operated retail
stores; and

— approximately 10.0%, or HK$275.0 million, to increase the number of our
self-operated retail stores, including the related expenses for decoration, equipment
procurement, leases and utility fees. We plan to further increase the number of our
self-operated retail stores by approximately 187 and 180 stores in 2016 and 2017,
respectively. For details, see “Business — Our Strategies — Further penetrate existing
markets and strategically expand into new regions” and “Business — Customers and
Sales Channels — Sales Channels — Self-operated Retail Stores — Recent and
Planned Expansion”;

approximately 12.0%, or HK$330.0 million, will be used for implementation of our
branding and marketing strategies, including;

— approximately 6.0%, or HK$165.0 million, to expand our e-commerce team as well as
our online channels; and

— approximately 6.0%, or HK$165.0 million, for our brand image campaigns and
sponsorships to enhance our brand recognition;

approximately 10.0%, or HK$275.0 million, will be used for enhancing our research and
development capabilities, details of which, see “Business — Our Strategies — Develop new
products and introduce new technologies to continuously enhance consumers’ satisfaction”,
including;

— approximately 6.0%, or HK$165.0 million, to develop new products, including (a) to

enhance our product portfolio by upgrading duck products, introducing new vegetable,
seafood and other product series and developing more flavor; (b) to invest in research
focusing on food processing technologies and studies of the raw material supply chain
in order to ensure stable and high quality raw material supplies; (c) to enhance
standardization for consistent quality; (d) to adopt new packaging materials and
introduce new product packaging designs, and (e) to improve production equipment
associated with the above discussed developments; and

— approximately 4.0%, or HK$110.0 million, to develop and upgrade our processing and

packaging technologies, including (a) to improve efficiency of certain traditional
product processing technologies; (b) to enhance automation level; and (c) to update
and optimize information technology systems;
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(v)

(vi)

(vii)

approximately 10.0%, or HK$275.0 million, to pursue prudent acquisitions and further
develop strategic alliances. We plan to further enhance our control over the production
value chain and deepen our vertical integration by selectively acquiring or partnering with
high-quality raw material suppliers to secure supply and ensure quality of key raw
materials. For details, see “Business — Our Strategies — Further improve operational
efficiency and expand production capacity”. As of the Latest Practicable Date, we had not
identified or committed to any acquisition targets for our use of net proceeds from the
Global Offering;

approximately 8.0%, or HK$220.0 million, will be used for upgrading our information
technology infrastructure, including;

° approximately 4.5%, or HK$123.8 million, to upgrade our ERP system and establish
our big data infrastructure and analysis systems; and

° approximately 3.5%, or HK$96.2 million, to integrate our membership programs
across online and offline sales channels; and

approximately 10.0%, or HK$275.0 million, will be used for general replenishment of
working capital in order to improve our liquidity.

The above allocation of the net proceeds will be adjusted on a pro rata basis in the event that the
Offer Price is fixed at a higher or lower level compared to the mid-point of the estimated offer price

range.

To the extent that the net proceeds are not immediately applied to the above purposes and to the
extent permitted by applicable law and regulations, we intend to deposit the net proceeds into
short-term demand deposits and/or money market instruments. We will make an appropriate
announcement if there is any change to the above proposed use of proceeds or if any amount of the
proceeds will be used for general corporate purposes.
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HONG KONG UNDERWRITERS

Morgan Stanley Asia Limited
Credit Suisse (Hong Kong) Limited
China Merchants Securities (HK) Co., Limited

UNDERWRITING

This prospectus is published solely in connection with the Hong Kong Public Offering. The Hong
Kong Public Offering is fully underwritten by the Hong Kong Underwriters on a conditional basis. The
International Offering is expected to be fully underwritten by the International Underwriters subject
to the terms and conditions of the International Underwriting Agreement. If, for any reason, the Offer
Price is not agreed between the Joint Global Coordinators (on behalf of the Hong Kong Underwriters)
and our Company, the Global Offering will not proceed and will lapse.

The Global Offering comprises the Hong Kong Public Offering of initially 42,447,000 Hong
Kong Offer Shares and the International Offering of initially 382,023,000 International Offer Shares,
subject, in each case, to reallocation on the basis as described in “Structure of the Global Offering”
as well as to the Over-allotment Option in the case of the International Offering.

UNDERWRITING ARRANGEMENTS AND EXPENSES

Hong Kong Public Offering

Hong Kong Underwriting Agreement

Pursuant to the Hong Kong Underwriting Agreement, we are offering the Hong Kong Offer
Shares for subscription by the public in Hong Kong in accordance with the terms and conditions of
this prospectus and the Application Forms relating thereto.

Subject to the Listing Committee granting listing of, and permission to deal in, the Shares in
issue and to be issued as mentioned in this prospectus, and certain other conditions set forth in the
Hong Kong Underwriting Agreement (including the Joint Global Coordinators (on behalf of the Hong
Kong Underwriters) and our Company agreeing upon the Offer Price) being satisfied (or, as the case
may be, waived), the Hong Kong Underwriters have agreed to subscribe or procure subscribers for
their respective applicable proportions of the Hong Kong Offer Shares in aggregate, now being offered
which are not taken up under the Hong Kong Public Offering on the terms and conditions of this
prospectus, the Application Forms relating thereto and the Hong Kong Underwriting Agreement.

The Hong Kong Underwriting Agreement is conditional on and subject to, among other things,

the International Underwriting Agreement having been executed and becoming unconditional and not
having been terminated in accordance with its terms.

— 263 —



UNDERWRITING

Grounds for Termination

The obligations of the Hong Kong Underwriters to subscribe or procure subscribers for the Hong
Kong Offer Shares are subject to termination by written or oral notice from the Joint Global
Coordinators, if, at any time prior to 8:00 a.m. on the Listing Date:

(1) there develops, occurs, exists or comes into effect:

(@

(b)

(©)

(d)

(e

any event or circumstance in the nature of force majeure (including, without
limitation, any acts of government, declaration of a national or international
emergency or war, calamity, crisis, epidemic, pandemic, outbreak of infectious
disease, economic sanctions, strikes, lock-outs, fire, explosion, flooding, earthquake,
volcanic eruption, civil commotion, riots, public disorder, acts of war, outbreak or
escalation of hostilities (whether or not war is declared), acts of God or acts of
terrorism) in or affecting Hong Kong, the PRC, the Cayman Islands, the United States,
the United Kingdom, any member of the European Union, Japan or Singapore
(collectively, the “Relevant Jurisdictions”); or

any change, or any development involving a prospective change, or any event or
circumstance likely to result in any change or development involving a prospective
change in local, national, regional or international financial, economic, political,
military, industrial, fiscal, regulatory, currency, credit or market conditions
(including, without limitation, conditions in the stock and bond markets, money and
foreign exchange markets, the interbank markets and credit markets) in or affecting
any of the Relevant Jurisdiction; or

any moratorium, suspension or restriction (including, without limitation, any
imposition of or requirement for any minimum or maximum price limit or price range)
in or on trading in securities generally on the Stock Exchange, the New York Stock
Exchange, the NASDAQ Global Market, the London Stock Exchange, the Tokyo Stock
Exchange, the Shanghai Stock Exchange or the Shenzhen Stock Exchange; or

any general moratorium on commercial banking activities in Relevant Jurisdiction, or
any disruption in commercial banking or foreign exchange trading or securities
settlement or clearance services, procedures or mattersin any Relevant Jurisdications;
or

any new law, or any change or any development involving a prospective change or any
event or circumstance likely to result in a change or a development involving a
prospective change in, or in the interpretation or application by any court or other
competent authorities of, existing laws, in each case, in or affecting any of the
Relevant Jurisdiction; or
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()

(9)

(h)

O]

)

(k)

O]

(m)

(n)

(0)

(p)

the imposition of economic sanctions, or the withdrawal of trading privileges, in
whatever form, directly or indirectly, by, or for, any of the Relevant Jurisdiction; or

a change or development involving a prospective change in or affecting taxation or
exchange control, currency exchange rates or foreign investment regulations
(including, without limitation, a material devaluation of the United States dollar,
Euro, Hong Kong dollar or the Renminbi against any foreign currencies), or the
implementation of any exchange control, in any of the Relevant Jurisdiction; or

any proceedings of any third party being threatened or instigated against any member
of the Group or the Controlling Shareholders; or

a Director being charged with an indictable offence or prohibited by operation of law
or otherwise disqualified from taking part in the management of a company; or

the chairman or chief executive officer of the Company vacating his office; or

an authority in any of the Relevant Jurisdiction commencing any investigation or other
action, or announcing an intention to investigate or take other action, against any
member of the Group and any Director; or

amaterial breach by any member of the Group of the Listing Rules or applicable laws;
or

a prohibition on the Company by an authority for whatever reason from offering,
allotting, issuing or selling any of the Offer Shares (including the option shares)
pursuant to the terms of the Global Offering; or

non-compliance of the this prospectus (or any other documents used in connection
with the Global Offering) or any aspect of the Global Offering with the Listing Rules
or any other applicable laws; or

the issue or requirement to issue by the Company of any supplement or amendment to
this prospectus (or to any other documents used in connection with the Global
Offering) pursuant to the Companies Ordinance, the Companies (Winding Up and
Miscellaneous Provisions) Ordinance or the Listing Rules or any requirement or
request of the Stock Exchange and/or the SFC, unless such supplement or amendment
has been issued with the prior written approval of the Joint Sponsors and/or the Joint
Global Coordinators; or

a valid demand by any creditor for repayment or payment of any indebtedness of any
member of the Group or in respect of which any member of the Group is liable prior
to its stated maturity, which will result in a material adverse change; or
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(2)

(g) an order or petition for the winding up of any member of the Group or any
composition or arrangement made by any member of the Group with its creditors or
a scheme of arrangement entered into by any member of the Group or any resolution
for the winding-up of any member of the Group or the appointment of a provisional
liquidator, receiver or manager over all or part of the material assets or undertaking
of any member of the Group or anything analogous thereto occurring in respect of any
member of the Group,

which, individually or in the aggregate, in the sole and absolute opinion of the Joint Global
Coordinators and the Joint Sponsors:

(A) has or will have or may have a material adverse effect on the assets, liabilities,
business, general affairs, management, prospects, shareholders’ equity, profits, losses,
results of operations, position or condition, financial or otherwise, or performance of
the Group as a whole; or

(B) has or will have or is likely to have a material adverse effect on the success of the
Global Offering or the level of applications under the Hong Kong Public Offering or
the level of interest under the International Offering; or

(C) makes or will make or may make it inadvisable or inexpedient or impracticable for the
Global Offering to proceed or to market the Global Offering; or

(D) has or will have or may have the effect of making any part of the Hong Kong
Underwriting Agreement (including underwriting) incapable of performance in
accordance with its terms or preventing or delaying the processing of applications
and/or payments pursuant to the Global Offering or pursuant to the underwriting
thereof; or

there has come to the notice of the Joint Global Coordinators and the Joint Sponsors:

(a) that any statement contained in any of the Hong Kong Public Offering Documents (as
defined in the Hong Kong Underwriting Agreement) and/or in any notices or
announcements, advertisements, communications or other documents issued or used
by or on behalf of the Company in connection with the Hong Kong Public Offering
(including any supplement or amendment thereto) was, when it was issued, or has
become, untrue, incorrect, inaccurate or misleading in any material respect, or that
any forecast, estimate, expression of opinion, intention or expectation contained in
any of the Hong Kong Public Offering Documents and/or any notices, announcements,
advertisements, communications or other documents issued or used by or on behalf of
the Company in connection with the Hong Kong Public Offering (including any
supplement or amendment thereto) is not fair and honest and based on reasonable
assumptions; or
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(b)

(©)

(d)

(e

()

(9)

(h)

O]

)

that any matter has arisen or has been discovered which would, had it arisen or been
discovered immediately before the date of this prospectus, constitute a material
omission from any of the Hong Kong Public Offering Documents (including any
supplement or amendment thereto); or

any material breach of any of the obligations imposed upon any party to this Hong
Kong Underwriting Agreement or the International Underwriting Agreement (other
than upon any of the Joint Global Coordinators, the Joint Sponsors or the Hong Kong
Underwriters or the International Underwriters); or

any event, act or omission which gives or is likely to give rise to any liability of any
of the Company or the Controlling Shareholders pursuant to the indemnities given by
the Company or the Controlling Shareholders under the Hong Kong Underwriting
Agreement; or

any material adverse change, or any development involving a prospective material
adverse change, in or affecting the assets, liabilities, business, general affairs,
management, prospects, shareholders’ equity, profits, losses, results of operations,
position or condition, financial or otherwise, or performance of the Group, taken as
a whole; or

any breach of, or any event or circumstance rendering untrue or incorrect or
misleading in any material respect, any of the warranties given by Company or the
Controlling Shareholders in the Hong Kong Underwriting Agreement; or

approval by the Listing Committee of the Stock Exchange of the listing of, and
permission to deal in, the Shares to be issued (including any additional Shares that
may be issued pursuant to the exercise of the Over-Allotment Option) under the
Global Offering isrefused or not granted, other than subject to customary conditions,
on or before the Listing Date, or if granted, the approval is subsequently withdrawn,
qualified (other than by customary conditions) or withheld; or

the Company withdraws this prospectus (and/or any other documents issued or used
in connection with the Global Offering) or the Global Offering; or

the Reporting Accountants or Commerce & Finance Law Offices has withdrawn its
respective consent to the issue of this prospectus with the inclusion of its reports,
letters and/or legal opinions (as the case may be) and references to its name included
in the form and context in which it respectively appears; or

any person (other than the Joint Sponsors, the Joint Global Coordinators, the Joint
Bookrunners, the Joint Lead Managers and the Underwriters) has withdrawn or is
subject to withdrawal of its consent to being named in any of the offering documents
or to the issue of any of the offering documents.
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Undertakings to the Stock Exchange Pursuant to the Listing Rules

(A) Undertakings by Our Company

Pursuant to Rule 10.08 of the Listing Rules, we have undertaken to the Stock Exchange that, no
further Shares or securities convertible into equity securities of the Company (whether or not of aclass
already listed) shall be issued by us or form the subject of any agreement to such issue within six
months from the Listing Date (whether or not such issue of Shares or securities will be completed
within six months from the commencement of dealing), except in certain circumstances provided
under Rule 10.08 of the Listing Rules.

(B) Undertakings by our Controlling Shareholders

Pursuant to Rule 10.07(1) of the Listing Rules, each of our Controlling Shareholders has
undertaken to the Stock Exchange that, except pursuant to the lending of any Shares pursuant to the
Stock Borrowing Agreement (if applicable), he/shel/it shall not, unless in compliance with the
requirements of the Listing Rule, in the period commencing on the date by reference to which
disclosure of his/her/its shareholding is made in this prospectus and ending on the date which is six
months from the Listing Date, dispose of, nor enter into any agreement to dispose of or otherwise
create any options, rights, interests or encumbrances in respect of, any of the Shares in respect of
which he/shelit is shown by this prospectus to be the beneficial owner.

Note (2) to Rule 10.07(2) of the Listing Rules provides that Rule 10.07 does not prevent
Controlling Shareholders from using the Shares beneficially owned by him/her/it as security
(including a charge or pledge) in favor of an authorized institution (as defined in the Banking
Ordinance (Chapter 155 of the Laws of Hong Kong)) for a bona fide commercial loan.

Pursuant to Note (3) to Rule 10.07(2) of the Listing Rules, each of our Controlling Shareholders
has further undertaken to the Stock Exchange and to our Company that within the period commencing
on the date by reference to which disclosure of his/her/its shareholding is made in this prospectus and
ending on the date which is 12 months from the Listing Date, he/she/it shall:

(i) when he/shelit or the relevant registered holders pledge or charge any Shares beneficially
owned by him/her/it in favor of an authorized institution pursuant to Note (2) to Rule
10.07(2) of the Listing Rules, immediately inform our Company of such pledge or charge
together with the number of Shares so pledged or charged; and

(i) when he/she/it or the relevant registered holders receive indications, either verbal or

written, from the pledgee or chargee of any Shares that any of the pledged or charged
Shares will be disposed of, immediately inform our Company in writing of such indications.
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We will inform the Stock Exchange as soon as we have been informed of the matters referred to
in paragraph (i) and (ii) above (if any) by any of our Controlling Shareholders and subject to the then
requirements of the Listing Rules disclose such matters by way of an announcement which is
published in accordance with Rule 2.07C of the Listing Rules as soon as possible.

Undertakings Pursuant to the Hong Kong Underwriting Agreement

(A) Undertakings by Our Company

Our Company has undertaken to each of the Joint Global Coordinators, the Joint Sponsors and
the Hong Kong Underwriters, that except pursuant to the Capitalization Issue and the Global Offering
(including pursuant to the exercise of the Over-allotment Option), at any time after the date of the
Hong Kong Underwriting Agreement up to and including the date falling six months from the Listing
Date (the “ Six-Month Period”), our Company will not and to procure each other member of the Group
not to, without the prior written consent of the Joint Sponsors and the Joint Global Coordinators (for
themselves and on behalf of the Hong Kong Underwriters) and unless in compliance with the
requirements set out in the Listing Rules:

(i) allot, issue, sell, accept subscription for, offer to allot, issue or sell, contract or agree to
allot, issue or sell, mortgage, charge, pledge, hypothecate, lend, grant or sell any option,
warrant, contract or right to subscribe for or purchase, grant or purchase any option,
warrant, contract or right to allot, issue or sell, or otherwise transfer or dispose of or create
an encumbrance over, or agree to transfer or dispose of or create an encumbrance over,
either directly or indirectly, conditionally or unconditionally, any Shares or other equity
securities of the Company or any shares or other equity securities of such other member of
the Group, as applicable, or any interest in any of the foregoing (including, without
limitation, any securities convertible into or exchangeable or exercisable for or that
represent the right to receive, or any warrants or other rights to purchase, any Shares or
other equity securities of the Company or any shares or other securities of such other
member of the Group, as applicable, or any interest in any of the foregoing), or deposit any
Shares or other securities of the Company or any shares or other equity securities of such
other member of the Group, as applicable, with a depositary in connection with the issue
of depositary receipts; or

(if) enter into any swap or other arrangement that transfers to another, in whole or in part, any
of the economic consequences of ownership of any Shares or other equity securities of the
Company or any shares or other equity securities of such other member of the Group, as
applicable, or any interest in any of the foregoing (including, without limitation, any
securities convertible into or exchangeable or exercisable for or that represent the right to
receive, or any warrants or other rights to purchase, any Shares or other equity securities
of the Company or any shares or other equity securities of such other member of the Group,
as applicable, or any interest in any of the foregoing); or

(ifi) enter into any transaction with the same economic effect as any transaction specified in (i)
or (ii) above; or
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(iv) offer to or agree to or announce any intention to effect any transaction specified in (i), (ii)
or (iii) above,

in each case, whether any of the transactions specified in (i), (ii) or (iii) above is to be settled by
delivery of Shares or other securities of the Company or shares or other securities of such other
member of the Group, as applicable, or in cash or otherwise (whether or not the issue of such Shares
or other share or securities will be completed within the Six-month Period).

In the event that the Company enters into any of the transactions specified in (i), (ii) or (iii)
above or offersto or agrees to or announces any intention to effect any such transaction, the Company
shall take all reasonable steps to ensure that it will not create a disorderly or false market in the
securities of the Company. The Controlling Shareholders undertake to each of the Joint Sponsors, the
Joint Global Coordinators, the Joint Bookrunners, the Joint Lead Managers and the Hong Kong
Underwriters to procure the Company to comply with the undertakings above.

(B) Undertakings by our Controlling Shareholders

Each of our Controlling Shareholders has undertaken to each of the Joint Global Coordinators,
the Joint Sponsors, the Joint Bookrunners, the Joint Lead Managers and the Hong Kong Underwriters
that, save for using securities of the Company beneficially owned by him/her/it as security (including
a charge or a pledge) in favour of an authorized institution as defined in the Banking Ordinance
(Chapter 155 of the Laws of Hong Kong) for a bona fide commercial loan and except as pursuant to
the Capitalization Issue, the Global Offering (including pursuant to the exercise of the Over-allotment
Option) and the Stock Borrowing Agreement, none of our Controlling Shareholders will, without the
prior written consent of the Joint Sponsors and the Joint Global Coordinators (for themselves and on
behalf of the Hong Kong Underwriters) and unless in compliance with the requirements of the Listing
Rules:

(i) savefor thelending of Shares by BVI Holdco | pursuant to the Stock Borrowing Agreement,
it will not, at any time during the six months period from the Listing Date (the “ Six-Month
Period”), (a) sell, offer to sell, contract or agree to sell, mortgage, charge, pledge,
hypothecate, lend, grant or sell any option, warrant, contract or right to purchase, grant or
purchase any option, warrant, contract or right to sell, or otherwise transfer or dispose of
or create an encumbrance over, or agree to transfer or dispose of or create an encumbrance
over, either directly or indirectly, conditionally or unconditionally, any Shares or other
securities of the Company or any interest therein (including, without limitation, any
securities convertible into or exchangeable or exercisable for or that represent the right to
receive, or any warrants or other rights to purchase, any Shares or any such other securities,
as applicable or any interest in any of the foregoing), or deposit any Shares or other
securities of the Company with a depositary in connection with the issue of depositary
receipts, or (b) enter into any swap or other arrangement that transfers to another, in whole
or in part, any of the economic consequences of ownership of any Shares or other securities
of the Company or any interest therein (including, without limitation, any securities
convertible into or exchangeable or exercisable for or that represent the right to receive, or
any warrants or other rights to purchase, any Shares or any such other securities, as
applicable or any interest in any of the foregoing), or (c) enter into any transaction with the
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(ii)

same economic effect as any transaction specified in (a) or (b) above, or (d) offer to or
agree to or announce any intention to effect any transaction specified in (a), (b) or (c)
above, in each case, whether any of the transactions specified in (a), (b) or(c) above isto
be settled by delivery of Shares or other securities of the Company or in cash or otherwise
(whether or not the issue of such Shares or other securities will be completed within the
six-Month Period); and

until the expiry of the six months period starting from the expiry of the Six-Month Period,
in the event that it enters into any of the transactions specified in (a), (b) or (c) above or
offers to or agrees to or announces any intention to effect any such transaction, it will take
all reasonable steps to ensure that it will not create a disorderly or false market in the
securities of the Company.

(C) Undertakings by Tiantu Investments and Rosy Result

Each of Tiantu Investments and Rosy Result has undertaken to each of the Company, the Joint
Sponsors, the Joint Global Coordinators, the Joint Bookrunners, the Joint Lead Managers and
Underwriters that, during the period commencing on the date of the deed of lock-up undertaking given
by Tiantu Investments and Rosy Result, respectively, in favour of the Company, the Joint Sponsors,
the Joint Global Coordinators, the Joint Bookrunners, the Joint Lead Managers, and Underwriters and
ending on, and including, the date that is six months from the Listing Date (the “L ock-up Period”),
without the prior written consent of the Joint Global Coordinators (for themselves and on behalf of
the Underwriters) and unless in compliance with the requirements of the Listing Rules, they will not:

(i)

(ii)

(iii)

(iv)

sell, offer to sell, contract or agree to sell, mortgage, charge, pledge, hypothecate, lend,
grant or sell any option, warrant, contract or right to purchase, grant or purchase any option,
warrant, contract or right to sell, or otherwise transfer or dispose of or create an
encumbrance over, or agree to transfer or dispose of or create an encumbrance over, either
directly or indirectly, conditionally or unconditionally, any Shares or other securities of the
Company, and where applicable, any shares or other securities of Tiantu Investments or
Rosy Result, or any interest therein (including, without limitation, any securities
convertible into or exchangeable or exercisable for or that represent the right to receive, or
any warrants or other rights to purchase, any Shares or such other securities of the
Company, any shares or other securities of Tiantu Investments or Rosy Result, or any
interest in any of the foregoing) (the “Lock-up Securities”), or deposit any Shares or other
securities of the Company or any shares or other securities of Tiantu Investments and Rosy
Result with a depositary in connection with the issue of depositary receipts;

enter into any swap or other arrangement that transfers to another, in whole or in part, any
of the economic consequences of ownership of any Lock-up Securities;

enter into any transaction with the same economic effect as any transaction specified in (i)
or (ii) above; or

offer to or agree to or announce any intention to effect any transaction specified in (i), (ii)
or (iii) above,
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in each case, whether any of the transactions specified in paragraphs (i), (ii) or (iii) above is to be
settled by delivery of Shares or other securities of the Company, any shares or other securities of
Tiantu Investments or Rosy Result, or in cash or otherwise (whether or not the issue of such Shares
or other securities of the Company or any shares or other securities of Tiantu Investments or Rosy
Result will be completed within the Lock-up Period).

Each of Tiantu Investments and Rosy Result has further agreed and undertaken to each of the
Company, the Joint Sponsors, the Joint Global Coordinators, the Joint Bookrunners, the Joint Lead
Managers and Underwriters that, during the period of six months commencing on the date on which
the Lock-up Period expires, in the event that it enters into any of the transactions specified in
paragraphs (i), (ii) or (iii) above or offers to or agrees to or announce, or publicly disclose, any
intention to effect any such transaction, it will take all reasonable steps to ensure that it will not create
a disorderly or false market in the securities of the Company.

I ndemnity

We and our Controlling Shareholders have agreed to indemnify, amongst others, the Joint Global
Coordinators, the Joint Sponsors and the Hong Kong Underwriters for certain losses which they may
suffer, including, amongst others, losses arising from the performance of their obligations under the
Hong Kong Underwriting Agreement and any breach or alleged breach by our Company of the Hong
Kong Underwriting Agreement, as the case may be.

Hong Kong Underwriters’ Interests in Our Company

Except for their respective obligations under the Hong Kong Underwriting Agreement, none of
the Hong Kong Underwriters has any shareholding interest in our Company or any right or option
(whether legally enforceable or not) to subscribe for or nominate persons to subscribe for securities
in our Company or any member of our Group.

Following the completion of the Global Offering, the Hong Kong Underwriters and their
affiliated companies may hold a certain portion of the Shares as a result of fulfilling their obligations
under the Hong Kong Underwriting Agreement.

The International Offering

International Underwriting Agreement

In connection with the International Offering, it is expected that we and our Controlling
Shareholders will enter into the International Underwriting Agreement with the Joint Global
Coordinators and the International Underwriters. Under the International Underwriting Agreement,
subject to the conditions set forth therein, the International Underwriters would severally and not
jointly agree to purchase, or procure purchasers to purchase, the Offer Shares being offered pursuant
to the International Offering (subject to, amongst others, any reallocation between the International
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Offering and the Hong Kong Public Offering). It is expected that the International Underwriting
Agreement may be terminated on similar grounds as the Hong Kong Underwriting Agreement.
Potential investors are reminded that in the event that the International Underwriting Agreement is not
entered into, the Global Offering will not proceed.

Over-allotment Option

We expect to grant to the International Underwriters, exercisable in whole or in part by the Joint
Global Coordinators at their sole and absolute discretion (on behalf of the International Underwriters),
the Over-allotment Option, which will be exercisable from the Listing Date until 30 days after the last
day for the lodging of applications under the Hong Kong Public Offering, to require our Company to
allot and issue up to an aggregate of 63,670,500 Shares, representing no more than 15% of the initial
Offer Shares, at the Offer Price under the International Offering, to cover, amongst others,
over-allocations in the International Offering, if any.

Commissions and Expenses

The Joint Global Coordinators (for themselves and on behalf of the Hong Kong Underwriters)
will receive a gross underwriting commission equal to 2.7% of the aggregate Offer Price in respect
of all the Hong Kong Offer Shares (excluding any International Offer Shares reallocated to and from
the Hong Kong Public Offering). Our Company may also in our sole discretion pay any or all of the
Joint Global Coordinators an additional incentive fee.

For unsubscribed Hong Kong Offer Shares reallocated to the International Offering (in such
proportion as the Joint Global Coordinators in their sole discretions consider appropriate), the
underwriting commission regarding such Hong Kong Offer Shares shall be reallocated to the
International Underwriters (in such proportion as the Joint Global Coordinators in their sole
discretions consider appropriate).

Assuming the Over-allotment Option is not exercised, the aggregate commissions and fees,
together with Stock Exchange listing fees, SFC transaction levy of 0.0027% and Stock Exchange
trading fee of 0.005%, legal and other professional fees and printing and all other expenses relating
to the Global Offering, which are currently estimated to amount in aggregate to approximately
HK$136.5 million (assuming an Offer Price of HK$6.80 per Offer Share, being the mid-point of the
indicative Offering Price range stated in this prospectus), are payable and borne by our Company.

INDEPENDENCE OF JOINT SPONSORS

Each of the Joint Sponsors satisfies the independence criteria applicable to sponsors set out in
Rule 3A.07 of the Listing Rules.

ACTIVITIES BY SYNDICATE MEMBERS

The underwriters of the Hong Kong Public Offering and the International Offering (together, the
“Syndicate Members”) and their affiliates may each individually undertake a variety of activities (as
further described below) which do not form part of the underwriting or stabilizing process.
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The Syndicate Members and their affiliates are diversified financial institutions with
relationships in countries around the world. These entities engage in a wide range of commercial and
investment banking, brokerage, funds management, trading, hedging, investing and other activities for
their own account and for the account of others. In relation to the Shares, those activities could include
acting as agent for buyers and sellers of the Shares, entering into transactions with those buyers and
sellers in a principal capacity, proprietary trading in the Shares, and entering into over the counter or
listed derivative transactions or listed and unlisted securities transactions (including issuing securities
such as derivative warrants listed on a stock exchange) which have as their underlying assets, assets
including the Shares. Those activities may require hedging activity by those entities involving,
directly or indirectly, the buying and selling of the Shares. All such activity could occur in Hong Kong
and elsewhere in the world and may result in the Syndicate Members and their affiliates holding long
and/or short positions in the Shares, in baskets of securities or indices including the Shares, in units
of funds that may purchase the Shares, or in derivatives related to any of the foregoing.

In relation to issues by Syndicate Members or their affiliates of any listed securities having the
Shares as their underlying securities, whether on the Stock Exchange or on any other stock exchange,
the rules of the exchange may require the issuer of those securities (or one of its affiliates or agents)
to act as a market maker or liquidity provider in the security, and this will also result in hedging
activity in the Shares in most cases.

All such activities may occur both during and after the end of the stabilizing period described
in “Structure of the Global Offering” in this prospectus. Such activities may affect the market price
or value of the Shares, the liquidity or trading volume in the Shares and the volatility of the price of
the Shares, and the extent to which this occurs from day to day cannot be estimated.

It should be noted that when engaging in any of these activities, the Syndicate Members will be
subject to certain restrictions, including the following:

(a) the Syndicate Members (other than the Stabilizing Manager or any person acting for it)
must not, in connection with the distribution of the Offer Shares, effect any transactions
(including issuing or entering into any option or other derivative transactions relating to the
Offer Shares), whether in the open market or otherwise, with a view to stabilizing or
maintaining the market price of any of the Offer Shares at levels other than those which
might otherwise prevail in the open market; and

(b) the Syndicate Members must comply with all applicable laws and regulations, including the

market misconduct provisions of the SFO, including the provisions prohibiting insider
dealing, false trading, price rigging and stock market manipulation.
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THE GLOBAL OFFERING

This prospectus is published in connection with the Hong Kong Public Offering as part of the
Global Offering. The Global Offering comprises (subject to adjustment and the Over-allotment
Option):

(&) the Hong Kong Public Offering of 42,447,000 Shares (subject to adjustment as mentioned
below) for subscription by the public in Hong Kong as described in the paragraph headed
“—The Hong Kong Public Offering” below; and

(b) thelInternational Offering of an aggregate of 382,023,000 Shares (subject to adjustment and
the Over-allotment Option as mentioned below) outside the United States (including to
professional and institutional investors within Hong Kong) in offshore transactions in
reliance on Regulation S and in the United States only to QIBs in reliance on Rule 144A
or any other available exemption from registration under the U.S. Securities Act as
described in “—The International Offering” below.

Investors may apply for Offer Shares under the Hong Kong Public Offering or indicate an interest
for Offer Shares under the International Offering, but may not do both.

The Offer Shares will represent approximately 18.30% of the enlarged issued share capital of our
Company immediately after completion of the Global Offering without taking into account the
exercise of the Over-allotment Option. If the Over-allotment Option is exercised in full, the Offer
Shares will represent approximately 20.48% of the enlarged issued share capital of our Company
immediately after completion of the Global Offering and the exercise of the Over-allotment Option as
set out in “—The International Offering—Over-allotment Option” in this section.

References in this prospectus to applications, Application Forms, application monies or the
procedure for application relate solely to the Hong Kong Public Offering.

The number of Offer Shares to be offered under the Hong Kong Public Offering and the
International Offering, respectively, may be subject to reallocation as described in “—The Hong Kong
Public Offering—Reallocation”.

THE HONG KONG PUBLIC OFFERING
Number of Hong Kong Offer Shares Initially Offered

We are initially offering 42,447,000 Shares for subscription by the public in Hong Kong at the
Offer Price, representing 10% of the total number of Shares initially available under the Global
Offering subject to the reallocation of Offer Shares between the International Offering and the Hong
Kong Public Offering and assuming that the Over-allotment Option is not exercised. The Hong Kong
Public Offering is open to members of the public in Hong Kong as well as to institutional and
professional investors. Professional investors generally include brokers, dealers, companies
(including fund managers) whose ordinary business involves dealing in shares and other securities,
and corporate entities which regularly invest in shares and other securities.
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Completion of the Hong Kong Public Offering is subject to the conditions as set forth in
“—~Conditions of the Global Offering” below.

Allocation

The allocation of Offer Shares to investors under the Hong Kong Public Offering will be based
solely on the level of valid applications received under the Hong Kong Public Offering. The basis of
allocation may vary, depending on the number of Hong Kong Offer Shares validly applied for by
applicants. Such allocation could, where appropriate, consist of balloting, which would mean that
some applicants may receive a higher allocation than others who have applied for the same number
of Hong Kong Offer Shares, and those applicants who are not successful in the ballot may not receive
any Hong Kong Offer Shares.

The total number of Offer Shares available under the Hong Kong Public Offering (after taking
into account of any reallocation) is to be divided into two pools for allocation purposes: Pool A and
Pool B with any odd board lots being allocated to Pool A. Accordingly, the maximum number of Hong
Kong Offer Sharesinitially in Pool A and Pool B will be 21,223,500 and 21,223,500, respectively. The
Offer Shares in Pool A will be allocated on an equitable basis to applicants who have applied for Offer
Shares with an aggregate price of HK$5.00 million (excluding the brokerage, SFC transaction levy and
the Stock Exchange trading fee payable) or less. The Offer Shares in Pool B will be allocated on an
equitable basis to applicants who have applied for Offer Shares with an aggregate price of more than
HK$5.00 million (excluding the brokerage, SFC transaction levy and the Stock Exchange trading fee
payable). Investors should be aware that applicationsin Pool A and applications in Pool B may receive
different allocation ratios. If Offer Shares in one (but not both) of the pools are under-subscribed, the
surplus Offer Shares will be transferred to the other pool to satisfy demand in that other pool and be
allocated accordingly. For the purpose of this paragraph only, the “price” for Offer Shares means the
price payable on application therefore (without regard to the Offer Price as finally determined).
Applicants can only receive an allocation of Offer Shares from either Pool A or Pool B but not from
both pools. Multiple applications or suspected multiple applications and any application for more than
21,223,500 Hong Kong Offer Shares (being 50% of the 42,447,000 Hong Kong Offer Shares initially
available under the Hong Kong Public Offering) are liable to be rejected.
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Reallocation

The allocation of Offer Shares between the Hong Kong Public Offering and the International
Offering is subject to adjustment. Paragraph 4.2 of Practice Note 18 of the Listing Rules requires a
clawback mechanism to be put in place which would have the effect of increasing the number of Offer
Shares under the Hong Kong Public Offering to a certain percentage of the total number of Offer
Shares offered under the Global Offering if certain prescribed total demand levels are reached as
further described below:

o if the number of Offer Shares validly applied for under the Hong Kong Public Offering
represents less than 15 times the number of Offer Shares initially available for subscription
under the Hong Kong Public Offering, then no Offer Shares will be reallocated to the Hong
Kong Public Offering from the International Offering, so that the total number of Offer
Shares available under the Hong Kong Public Offering will be 42,447,000 Offer Shares,
representing 10% of the Offer Shares initially available under the Global Offering;

° if the number of Offer Shares validly applied for under the Hong Kong Public Offering
represents 15 times or more but less than 50 times the number of Offer Shares initially
available for subscription under the Hong Kong Public Offering, then Offer Shares will be
reallocated to the Hong Kong Public Offering from the International Offering so that the
total number of Offer Shares available under the Hong Kong Public Offering will be
127,341,000 Offer Shares, representing 30% of the Offer Shares initially available under
the Global Offering;

o if the number of Offer Shares validly applied for under the Hong Kong Public Offering
represents 50 times or more but less than 100 times the number of Offer Shares initially
available for subscription under the Hong Kong Public Offering, then the number of Offer
Shares to be reallocated to the Hong Kong Public Offering from the International Offering
will be increased so that the total number of Offer Shares available under the Hong Kong
Public Offering will be 169,788,000 Offer Shares, representing 40% of the Offer Shares
initially available under the Global Offering; and

o if the number of Offer Shares validly applied for under the Hong Kong Public Offering
represents 100 times or more the number of Offer Shares initially available for subscription
under the Hong Kong Public Offering, then the number of Offer Shares to be reallocated
to the Hong Kong Public Offering from the International Offering will be increased so that
the total number of Offer Shares available under the Hong Kong Public Offering will be
212,235,000 Offer Shares, representing 50% of the Offer Shares initially available under
the Global Offering.

Any such clawback and reallocation between the International Offering and the Hong Kong
Public Offering will be completed prior to any adjustments of the number of the Offer Shares pursuant
to the exercise of the Over-allotment Option, if any.

— 277 —



STRUCTURE OF THE GLOBAL OFFERING

In each case, the additional Offer Shares reallocated to the Hong Kong Public Offering will be
allocated between Pool A and Pool B and the number of Offer Shares allocated to the International
Offering will be correspondingly reduced in such manner as the Joint Global Coordinatorsin their sole
discretions consider appropriate. In addition, the Joint Global Coordinators may reallocate Offer
Shares from the International Offering to the Hong Kong Public Offering to satisfy valid applications
under the Hong Kong Public Offering.

If the Hong Kong Public Offering is not fully subscribed, the Joint Global Coordinators have the
authority to reallocate all or any unsubscribed Hong Kong Offer Shares to the International Offering
in such proportions as the Joint Global Coordinators in their sole discretions consider appropriate.

Applications

Each applicant under the Hong Kong Public Offering will also be required to give an undertaking
and confirmation in the Application Form submitted by him/her that he/she and any person(s) for
whose benefit he/she is making the application have not applied for or taken up, or indicated an
interest for, and will not apply for or take up, or indicate an interest for, any Offer Shares under the
International Offering, and such applicant’s application is liable to be rejected if the said undertaking
and/or confirmation is breached and/or untrue (as the case may be) or it has been or will be placed
or allocated Offer Shares under the International Offering.

Applicants under the Hong Kong Public Offering are required to pay, on application, the
maximum price of HK$7.80 per Offer Share in addition to the brokerage, SFC transaction levy and
Stock Exchange trading fee payable on each Offer Share. If the Offer Price, as finally determined in
the manner described in the paragraph headed “—Pricing and Allocation” below, is less than the
maximum price of HK$7.80 per Offer Share, appropriate refund payments (including the brokerage,
SFC transaction levy and Stock Exchange trading fee attributable to the surplus application monies)
will be made to successful applicants, without interest. For details, please see the section headed “ How
to Apply for Hong Kong Offer Shares” in this prospectus.

THE INTERNATIONAL OFFERING

Number of International Offer Shares Offered

Subject to reallocation as described in this section and the exercise of the Over-allotment Option,
the International Offering will consist of an initial offering of 382,023,000 Offer Shares, representing
90% of the total number of Offer Shares initially available under the Global Offering subject to the
reallocation of Offer Shares between the International Offering and the Hong Kong Public Offering
and assuming that the Over-allotment Option is not exercised.

Allocation

The International Offering will include selective marketing of Offer Shares to institutional and
professional investors and other investors anticipated to have a sizeable demand for such Offer Shares.
Professional investors generally include brokers, dealers, companies (including fund managers) whose
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ordinary business involves dealing in shares and other securities and corporate entities which
regularly invest in shares and other securities. Allocation of Offer Shares pursuant to the International
Offering will be effected in accordance with the “book-building” process described in the paragraph
headed “—Pricing and Allocation” below and based on a number of factors, including the level and
timing of demand, the total size of the relevant investor’s invested assets or equity assets in the
relevant sector and whether or not it is expected that the relevant investor is likely to buy further Offer
Shares, and/or hold or sell its Offer Shares, after the listing of the Offer Shares on the Stock Exchange.
Such allocation is intended to result in a distribution of the Offer Shares on a basis which would lead
to the establishment of a solid professional and institutional shareholder base to the benefit of our
Company and its shareholders as a whole.

The Joint Global Coordinators (for themselves and on behalf of the International Underwriters)
may require any investor who has been offered International Offer Shares under the International
Offering, and who has made an application under the Hong Kong Public Offering, to provide sufficient
information to the Joint Global Coordinators so as to allow it to identify the relevant applications
under the Hong Kong Public Offering and to ensure that they are excluded from any application of
Offer Shares under the Hong Kong Public Offering.

Reallocation

The total number of Offer Shares to be issued or sold pursuant to the International Offering may
change as a result of the clawback arrangement described in “—The Hong Kong Public Offering—
Reallocation” in this section, the exercise of the Over-allotment Option in whole or in part and/or any
reallocation of unsubscribed Offer Shares originally included in the Hong Kong Public Offering to the
International Offering.

Over-allotment Option

We expect to grant to the International Underwriters, exercisable in whole or in part by the Joint
Global Coordinators at their sole and absolute discretion (on behalf of the International Underwriters),
the Over-allotment Option, which will be exercisable from the Listing Date until 30 days after the last
day for the lodging of applications under the Hong Kong Public Offering, to require our Company to
allot and issue up to an aggregate of 63,670,500 Shares, representing no more than 15% of the Offer
Shares initially available under the Global Offering, at the Offer Price, to cover, amongst others,
over-allocations in the International Offering, if any. If the Over-allotment Option is exercised in full,
the Offer Shares will represent 20.48% of our Company’s issued share capital immediately following
completion of the Global Offering and the exercise of the Over-allotment Option. In the event that the
Over-allotment Option is exercised, we will make an announcement in due course.

STABILIZATION

Stabilization is a practice used by underwriters in some markets to facilitate the distribution of
securities. To stabilize, the underwriters may bid for, or purchase, the newly issued securities in the
secondary market, during a specified period of time, to retard and, if possible, prevent any decline in
the market price of the securities below the offer price. In Hong Kong and a number of other
jurisdictions, activity aimed at reducing the market price is prohibited, and the price at which
stabilization is effected is not permitted to exceed the offer price.
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In connection with the Global Offering, the Stabilizing Manager or any person acting for it, as
stabilizing manager, on behalf of the Underwriters, may, to the extent permitted by applicable laws of
Hong Kong or elsewhere, over-allocate or effect transactions with a view to stabilizing or supporting
the market price of the Shares at a level higher than that which might otherwise prevail for a limited
period after the Listing Date. However, there is no obligation on the Stabilizing Manager, or any
persons acting for it, to conduct any such stabilizing action. Such stabilization action, if commenced,
may be discontinued at any time, and is required to be brought to an end within 30 days after the last
day for the lodging of applications under the Hong Kong Public Offering. Should stabilizing
transactions be effected in connection with the Global Offering, this will be at the absolute discretion
of the Stabilizing Manager or any person acting for it.

Stabilizing action permitted in Hong Kong pursuant to the Securities and Futures (Price
Stabilizing) Rules (Chapter 571W of the Laws of Hong Kong), as amended, includes (i)
over-allocation for the purpose of preventing or minimizing any reduction in the market price of the
Shares, (ii) selling or agreeing to sell the Shares so as to establish a short position in them for the
purpose of preventing or minimizing any reduction in the market price of the Shares, (iii) purchasing
or subscribing for, or agreeing to purchase or subscribe for, the Shares pursuant to the Over-allotment
Option in order to close out any position established under (i) or (ii) above, (iv) purchasing, or
agreeing to purchase, any of the Shares for the sole purpose of preventing or minimizing any reduction
in the market price of the Shares, (v) selling or agreeing to sell any Shares in order to liquidate any
position established as a result of those purchases and (vi) offering or attempting to do anything as
described in paragraph (ii), (iii), (iv) or (v).

Specifically, prospective applicants for and investors in the Offer Shares should note that:

° the Stabilizing Manager, or any person acting for it may, in connection with the stabilizing
action, maintain a long position in the Shares;

° there is no certainty regarding the extent to which and the time or period for which the
Stabilizing Manager, or any person acting for it, will maintain such a long position;

° liquidation of any such long position by the Stabilizing Manager, or any person acting for
it, may have an adverse impact on the market price of the Shares;

° no stabilizing action can be taken to support the price of the Shares for longer than the
stabilizing period which will begin on the Listing Date, and is expected to expire on the
30th day after the last day for the lodging of applications under the Hong Kong Public
Offering. After this date, when no further stabilizing action may be taken, demand for the
Shares, and therefore the price of the Shares, could fall;

° the price of the Shares cannot be assured to stay at or above the Offer Price by the taking
of any stabilizing action; and

° stabilizing bids may be made or transactions effected in the course of the stabilizing action
at any price at or below the Offer Price, which means that stabilizing bids may be made or
transactions effected at a price below the price paid by applicants for, or investors in, the
Shares.
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The Company will ensure or procure that an announcement in compliance with the Securities and
Futures (Price Stabilizing) Rules (Chapter 571W of the Laws of Hong Kong) will be made within
seven days of the expiration of the stabilization period.

Over-allocation

Following any over-allocation of Shares in connection with the Global Offering, the Joint Global
Coordinators, or any person acting for it may cover such over-allocation by, amongst others, using
Shares purchased by the Stabilizing Manager or any person acting for it in the secondary market,
exercising the Over-allotment Option in full or in part, or through the stock borrowing arrangement
mentioned below or by a combination of these means. Any such purchases will be made in accordance
with the laws, rules and regulations in place in Hong Kong on stabilization. The number of Shares
which can be over-allocated will not exceed the number of Shares which may be allotted and issued
pursuant to the exercise in full of the Over-allotment Option, being 63,670,500 Shares, representing
15% of the Offer Shares initially available under the Global Offering.

STOCK BORROWING AGREEMENT

In order to facilitate the settlement of over-allocations in connection with the Global Offering,
the Stabilizing Manager may choose to borrow up to 63,670,500 Shares from BVI Holdco | pursuant
to the Stock Borrowing Agreement.

The stock borrowing arrangements under the Stock Borrowing Agreement comply with the
requirements set forth in Rule 10.07(3) of the Listing Rules and thus not subject to the restrictions of
Rule 10.07(1) of the Listing Rules.

PRICING AND ALLOCATION

The International Underwriters will be soliciting from prospective investors indications of
interest in acquiring Offer Shares in the International Offering. Prospective professional and
institutional investors will be required to specify the number of Offer Shares under the International
Offering they would be prepared to acquire either at different price or at a particular price. This
process, known as “book-building,” is expected to continue up to, and to cease on or about, the last
day for lodging applications under the Hong Kong Public Offering.

The Offer Price is expected to be fixed by agreement between our Company and the Joint Global
Coordinators (on behalf of the Hong Kong Underwriters) on the Price Determination Date, which is
expected to be on or around Saturday, November 5, 2016 and in any event no later than Thursday,
November 10, 2016.

The Offer Price will not be more than HK$7.80 per Offer Share and is expected to be not less
than HK$5.80 per Offer Share unless otherwise announced, as further explained below, not later than
the morning of the last day for lodging applications under the Hong Kong Public Offering. Prospective
investors should be aware that the Offer Price to be determined on the Price Determination Date may
be, but is not expected to be, lower than the indicative Offer Price range stated in this prospectus.
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The Joint Global Coordinators (on behalf of the Underwriters) may, where considered
appropriate, based on the level of interest expressed by prospective professional and institutional
investors during the book-building process, and with the consent of our Company, reduce the number
of Offer Shares and/or the indicative Offer Price range at any time on or prior to the morning of the
last day for lodging applications under the Hong Kong Public Offering. In such a case, we will, as soon
as practicable following the decision to make such reduction, and in any event not later than the
morning of the last day for lodging applications under the Hong Kong Public Offering, cause them to
be published in the South China Morning Post (in English) and the Hong Kong Economic Times (in
Chinese) and on the website of our Company (www.zhouheiya.cn) and the website of the Stock
Exchange (www.hkexnews.hk) notices of the reduction. Upon issue of such a notice, the revised Offer
Price range will be final and conclusive and the Offer Price, if agreed upon by our Company and the
Joint Global Coordinators (on behalf of the Hong Kong Underwriters), will be fixed within such
revised Offer Price range. Applicants should have regard to the possibility that any announcement of
a reduction in the number of Offer Shares and/or the indicative Offer Price range may not be made
until the last day for lodging applications under the Hong Kong Public Offering. Such notice will also
include confirmation or revision, as appropriate, of the working capital statement and the Global
Offering statistics as currently set forth in this prospectus, and any other financial information which
may change as a result of any such reduction. In the absence of any such notice so published, the
number of Offer Shares will not be reduced and/or the Offer Price, if agreed upon between our
Company and the Joint Global Coordinators (on behalf of the Hong Kong Underwriters), will under
no circumstances be set outside the Offer Price range stated in this prospectus.

In the event of areduction in the number of Offer Shares, the Joint Global Coordinators may, at
their discretion, reallocate the number of Offer Shares to be offered in the Hong Kong Public Offering
and the International Offering, provided that the number of Offer Shares comprised in the Hong Kong
Public Offering shall not be less than 10% of the total number of Offer Shares available under the
Global Offering. The Offer Shares to be offered in the Hong Kong Public Offering and the Offer
Shares to be offered in the International Offering may, in certain circumstances, be reallocated
between these offerings solely in the discretion of the Joint Global Coordinators.

If applications for the Offer Shares have been submitted prior to the day which is the last day
for lodging applications under the Hong Kong Public Offering, such applications can be subsequently
withdrawn if the number of Offer Shares and/or the indicative Offer Price range is so reduced.

The final Offer Price, the level of indications of interest in the International Offering, the level
of applications in the Hong Kong Public Offering and the basis of allocations of Offer Shares under
the Hong Kong Public Offering are expected to be announced on Thursday, November 10, 2016 in the
South China Morning Post (in English) and the Hong Kong Economic Times (in Chinese) and on the
website of our Company (www.zhouheiya.cn) and the website of the Stock Exchange
(www.hkexnews.hk).

HONG KONG UNDERWRITING AGREEMENT

The Hong Kong Public Offering is fully underwritten by the Hong Kong Underwriters under the
terms of the Hong Kong Underwriting Agreement and is subject to our Company and the Joint Global
Coordinators (on behalf of the Hong Kong Underwriters) agreeing on the Offer Price.
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We expect to enter into the International Underwriting Agreement relating to the International
Offering on the Price Determination Date.

The underwriting arrangements under the Hong Kong Underwriting Agreement and the
International Underwriting Agreement are summarized in the section headed “Underwriting” in this
prospectus.

CONDITIONS OF THE GLOBAL OFFERING

Acceptances of all applications for Offer Shares will be conditional on:

(a) theListing Committee granting listing of, and permission to deal in, the Shares in issue and
to be issued as described in this prospectus (including the additional Shares which may be
issued pursuant to the exercise of the Over-allotment Option;

(b) the Offer Price having been agreed between our Company and the Joint Global Coordinators
(on behalf of the Hong Kong Underwriters) on the Price Determination Date;

(c) the execution and delivery of the International Underwriting Agreement on or about the
Price Determination Date; and

(d) the obligations of the Underwriters under each of the respective Underwriting Agreements
becoming and remaining unconditional and not having been terminated in accordance with
the terms of the respective Underwriting Agreements,

in each case on or before the dates and times specified in the Underwriting Agreements (unless and
to the extent such conditions are validly waived on or before such dates and times).

If, for any reason, the Offer Priceis not agreed between our Company and the Joint Global
Coordinators (on behalf of the Hong Kong Underwriters) on or before Thursday, November 10,
2016, the Global Offering will not proceed and lapse.

The consummation of each of the Hong Kong Public Offering and the International Offering is
conditional upon, amongst others, the other offering becoming unconditional and not having been
terminated in accordance with its terms.

If the above conditions are not fulfilled or waived prior to the times and dates specified, the
Global Offering will lapse and the Stock Exchange will be notified immediately. We will as soon as
possible publish or cause to be published a notice of the lapse of the Hong Kong Public Offering in
the South China Morning Post (in English), the Hong Kong Economic Times (in Chinese) and on the
website of our Company (www.zhouheiya.cn) and the website of the Stock Exchange
(www.hkexnews.hk). In such eventuality, all application monies will be returned, without interest, on
the terms set forth in “— How to Apply for Hong Kong Offer Shares — 14. Dispatch/Collection of
Share Certificates and Refund Monies’. In the meantime, all application monies will be held in a
separate bank account(s) with the receiving bank or other bank(s) in Hong Kong licensed under the
Banking Ordinance (Chapter 155 of the Laws of Hong Kong), as amended.
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Share certificates issued in respect of the Hong Kong Offer Shares will only become valid at 8:00
a.m. on the Listing Date provided that the Global Offering has become unconditional in all respects
(including the Underwriting Agreements not having been terminated in accordance with their terms)
at any time prior to 8:00 a.m. on the Listing Date.

APPLICATION FOR LISTING ON THE STOCK EXCHANGE

We have applied to the Listing Committee for the listing of, and permission to deal in, the Shares
in issue and to be issued pursuant to the Global Offering (including pursuant to the exercise of the
Over-Allotment Option) and the Capitalization |ssue.

No part of our Company’s share or loan capital is listed on or dealt in on any other stock
exchange and no such listing or permission to deal is being or proposed to be sought in the near future.

SHARES WILL BE ELIGIBLE FOR CCASS

All necessary arrangements have been made to enable the Shares to be admitted into CCASS. If
the Stock Exchange grants the listing of, and permission to deal in, the Shares and we comply with
the stock admission requirements of HKSCC, the Shares will be accepted as eligible securities by
HKSCC for deposit, clearance and settlement in CCASS with effect from the date of commencement
of dealings in the Shares on the Stock Exchange or any other date HKSCC chooses. Settlement of
transactions between Exchange Participants (as defined in the Listing Rules) is required to take place
in CCASS on the second business day after any trading day. All activities under CCASS are subject
to the General Rules of CCASS and CCASS Operational Procedures in effect from time to time.
Investors should seek the advice of their stockbroker or other professional advisers for details of the
settlement arrangements as such arrangements may affect their rights and interests.

DEALING ARRANGEMENTS
Assuming that the Hong Kong Public Offering becomes unconditional at or before 8:00 am. in
Hong Kong on Friday, November 11, 2016, it is expected that dealings in the Shares on the Stock

Exchange will commence at 9:00 a.m. on Friday, November 11, 2016. The Shares will be traded on
the Main Board of the Stock Exchange in board lots of 500 Shares each.
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1. HOW TO APPLY

If you apply for Hong Kong Offer Shares, then you may not apply for or indicate an interest for
International Offer Shares.

To apply for Hong Kong Offer Shares, you may:
° use a WHITE or YELLOW Application Form;

° apply online via the White Form el PO service at www.eipo.com.hk; or

° electronically cause HKSCC Nominees to apply on your behalf.

None of you or your joint applicant(s) may make more than one application, except where you
are a nominee and provide the required information in your application.

The Company, the Joint Global Coordinators, the White Form el PO Service Provider and their
respective agents may reject or accept any application in full or in part for any reason at their
discretion.

2. WHO CAN APPLY

You can apply for Hong Kong Offer Shares on a WHITE or YELLOW Application Form if you
or the person(s) for whose benefit you are applying:

° are 18 years of age or older;
° have a Hong Kong address;

o are outside the United States, and are not a United States Person (as defined in Regulation
S under the U.S. Securities Act); and

° are not a legal or natural person of the PRC.

If you apply online through the White Form el PO service, in addition to the above, you must
also: (i) have a valid Hong Kong identity card number and (ii) provide a valid e-mail address and a
contact telephone number.

If you are a firm, the application must be in the individual members’ names. If you are a body
corporate, the Application Form must be signed by a duly authorized officer, who must state his
representative capacity, and stamped with your corporation’s chop.

If an application is made by a person under a power of attorney, the Joint Global Coordinators
may accept it at their discretion and on any conditions they think fit, including evidence of the
attorney’s authority.
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The number of joint applicants may not exceed four and they may not apply by means of White
Form elPO service for the Hong Kong Offer Shares.

Unless permitted by the Listing Rules, you cannot apply for any Hong Kong Offer Shares if you
are:

° an existing beneficial owner of Shares in the Company and/or any its subsidiaries;

° a Director or chief executive officer of the Company and/or any of its subsidiaries;

° a connected person or core connected person (as defined in the Listing Rules) of the
Company or will become a connected person or core connected person of the Company
immediately upon completion of the Global Offering;

° an associate or close associate (as defined in the Listing Rules) of any of the above; and

° have been allocated or have applied for any International Offer Shares or otherwise
participate in the International Offering.

3. APPLYING FOR HONG KONG OFFER SHARES

Which Application Channel to Use

For Hong Kong Offer Shares to be issued in your own name, use a WHITE Application Form or
apply online through www.eipo.com.hk.

For Hong Kong Offer Shares to be issued in the name of HKSCC Nominees and deposited
directly into CCASS to be credited to your or a designated CCASS Participant’s stock account, use
a YELLOW Application Form or electronically instruct HKSCC via CCASS to cause HKSCC
Nominees to apply for you.

Where to Collect the Application Forms

You can collect aWHITE Application Form and a prospectus during normal business hours from
9:00 a.m. on Tuesday, November 1, 2016 until 12:00 noon on Friday, November 4, 2016:

(i) any of the following offices of the Hong Kong Underwriters:

Morgan Stanley Asia Limited
Level 46

International Commerce Centre
1 Austin Road West

Kowloon, Hong Kong
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(ii)

Credit Suisse (Hong Kong) Limited
Level 88

International Commerce Centre

1 Austin Road West

Kowloon, Hong Kong

China Merchants Securities (HK) Co., Limited
48/F, One Exchange Square

Central

Hong Kong

any of the following branches of the receiving banks:

Standard Chartered Bank (Hong Kong) Limited

Branch name Address

Hong Kong Island Des Voeux Road Branch Standard Chartered Bank
Building, 4-4A, Des Voeux Road
Central, Central

Quarry Bay Branch G/F, Westlands Gardens,
1027 King's Road, Quarry Bay

Causeway Bay Branch G/F to 2/F, Yee Wah Mansion,
38-40A Yee Wo Street, Causeway
Bay

Kowloon Kwun Tong Hoi Yuen Road G/F, Fook Cheong Building,

Branch No. 63 Hoi Yuen Road, Kwun
Tong

San Po Kong Branch Shop A, G/F, Perfect Industrial
Building, 31 Tai Yau Street,
San Po Kong

68 Nathan Road Branch Basement, Shop B1, G/F and M/F

Golden Crown Court,
66-70 Nathan Road, Tsim Sha

Tsui

New Territories Shatin Plaza Branch Shop No. 8, Shatin Plaza,
21-27 Shatin Centre Street,
Shatin
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Bank of Communications Co., Ltd. Hong Kong Branch

Branch name Address

Hong Kong Island Central District Sub-Branch G/F., Far East Consortium Building,
125A Des Voeux Road C., Central

Kennedy Town Sub-Branch  G/F., 113-119 Belcher’s Street,
Kennedy Town

Kowloon Cheung Sha Wan Plaza Unit G04 on G/F., Cheung Sha Wan
Sub-Branch Plaza, 833 Cheung Sha Wan Road
New Territories Tiu Keng Leng Sub-Branch  Shops Nos. L2-064 and L2-065,
Level 2, Metro Town, Tiu Keng
Leng

You can collect a YELLOW Application Form and a prospectus during normal business hours
from 9:00 a.m. on Tuesday, November 1, 2016 until 12:00 noon on Friday, November 4, 2016 from
the Depository Counter of HKSCC at 1/F, One & Two Exchange Square, 8 Connaught Place, Central,
Hong Kong or from your stockbroker.

Time for Lodging Application Forms

Your completed WHITE or YELLOW Application Form, together with a cheque or a banker’s
cashier order attached and marked payable to “HORSFORD NOMINEES LIMITED — ZHY PUBLIC
OFFER” for the payment, should be deposited in the special collection boxes provided at any of the
branches of the receiving banks listed above, at the following times:

Tuesday, November 1, 2016 — 9:00 a.m. to 5:00 p.m.

o Wednesday, November 2, 2016 - 9:00 a.m. to 5:00 p.m.

Thursday, November 3, 2016 - 9:00 a.m. to 5:00 p.m.

Friday, November 4, 2016 — 9:00 a.m. to 12:00 noon

The application lists will be open from 11:45 a.m. to 12:00 noon on Friday, November 4, 2016,
the last application day or such later time as described in “— 10. Effect of Bad Weather on the
Opening of the Application Lists” in this section.
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4, TERMSAND CONDITIONS OF AN APPLICATION

Follow the detailed instructions in the Application Forms carefully; otherwise, your application
may be rejected.

By submitting an Application Form or applying through the White Form el PO service, among
other things, you:

(i)

(ii)

(iii)

(iv)

(V)

(vi)

(vii)

undertake to execute all relevant documents and instruct and authorize the Company and/or
the Joint Global Coordinators (or their agents or nominees), as agents of the Company, to
execute any documents for you and to do on your behalf all things necessary to register any
Hong Kong Offer Shares allocated to you in your name or in the name of HKSCC Nominees
as required by the Memorandum and Articles of Association;

agree to comply with the Companies Ordinance, the Companies (Winding Up and
Miscellaneous Provisions) Ordinance and the Memorandum and Articles of Association;

confirm that you have read the terms and conditions and application procedures set out in
this prospectus and in the Application Forms and agree to be bound by them;

confirm that you have received and read this prospectus and have only relied on the
information and representations contained in this prospectus in making your application
and will not rely on any other information or representations except those in any
supplement to this prospectus;

confirm that you are aware of the restrictions on the Global Offering in this prospectus;

agree that none of the Company, the Joint Global Coordinators, the Joint Sponsors, the
Underwriters, their respective directors, officers, employees, partners, agents, advisers and
any other parties involved in the Global Offering is or will be liable for any information
and representations not in this prospectus (and any supplement to it);

undertake and confirm that you or the person(s) for whose benefit you have made the
application have not applied for or taken up, or indicated an interest for, and will not apply
for or take up, or indicate an interest for, any Offer Shares under the International Offering
nor participated in the International Offering;

(viii) agree to disclose to the Company, the Hong Kong Share Registrar, receiving banks, the

Joint Global Coordinators, the Joint Sponsors, the Underwriters and/or their respective
advisers and agents any personal data which they may require about you and the person(s)
for whose benefit you have made the application;
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(ix)

(x)

(xi)

(xii)

if the laws of any place outside Hong Kong apply to your application, agree and warrant
that you have complied with all such laws and none of the Company, the Joint Sponsors,
the Joint Global Coordinators, the Joint Bookrunners, the Joint Lead Managers and the
Underwriters nor any of their respective officers or advisers will breach any law outside
Hong Kong as a result of the acceptance of your offer to purchase, or any action arising
from your rights and obligations under the terms and conditions contained in this
prospectus and the Application Forms;

agree that once your application has been accepted, you may not rescind it because of an
innocent misrepresentation;

agree that your application will be governed by the laws of Hong Kong;

represent, warrant and undertake that (i) you understand that the Hong Kong Offer Shares
have not been and will not be registered under the U.S. Securities Act; and (ii) you and any
person for whose benefit you are applying for the Hong Kong Offer Shares are outside the
United States (as defined in Regulation S) or are a person described in paragraph (h)(3) of
Rule 902 of Regulation S;

(xiii) warrant that the information you have provided is true and accurate;

(xiv) agree to accept the Hong Kong Offer Shares applied for, or any lesser number allocated to

(xv)

(xvi)

you under the application;

authorise the Company to place your name(s) or the name of the HKSCC Nominees, on the
Company'’s register of members as the holder(s) of any Hong Kong Offer Shares allocated
to you, and the Company and/or its agents to send any share certificate(s) and/or any
e-Refund payment instructions and/or any refund cheque(s) to you or the first-named
applicant for joint application by ordinary post at your own risk to the address stated on the
application, unless you have fulfilled the criteria mentioned in the “Personal Collection”
paragraph in this section to collect the share certificate(s) and/or refund cheque(s) in
person;

declare and represent that this is the only application made and the only application
intended by you to be made to benefit you or the person for whose benefit you are applying;

(xvii) understand that the Company and the Joint Global Coordinators will rely on your

(xviii)

declarations and representations in deciding whether or not to make any allotment of any
of the Hong Kong Offer Shares to you and that you may be prosecuted for making a false
declaration;

(if the application is made for your own benefit) warrant that no other application has been
or will be made for your benefit on a WHITE or YELLOW Application Form or by giving
electronic application instructions to HKSCC or to the White Form el PO Service Provider
by you or by any one as your agent or by any other person; and
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(xix) (if you are making the application as an agent for the benefit of another person) warrant that
(i) no other application has been or will be made by you as agent for or for the benefit of
that person or by that person or by any other person as agent for that person on a WHITE
or YELLOW Application Form or by giving electronic application instructions to HKSCC;
and (ii) you have due authority to sign the Application Form or give electronic application
instructions on behalf of that other person as their agent.

Additional Instructions for the YELLOW Application Form

You may refer to the YELLOW Application Form for details.

5. APPLYING THROUGH WHITE FORM elPO SERVICE

General

Individuals who meet the criteriain “— 2. Who Can Apply” in this section may apply through
the White Form el PO service for the Hong Kong Offer Shares to be allotted and registered in their own
names through the designated website at www.eipo.com.hk.

Detailed instructions for application through the White Form el PO service are on the designated
website. If you do not follow the instructions, your application may be rejected and may not be
submitted to the Company. If you apply through the designated website, you authorize the White Form
el PO Service Provider to apply on the terms and conditions in this prospectus, as supplemented and
amended by the terms and conditions of the White Form elPO service.

Time for Submitting Applications under the White Form el PO Service

You may submit your application to the White Form el PO Service Provider at www.eipo.com.hk
(24 hours daily, except on the last application day) from 9:00 a.m. on Tuesday, November 1, 2016 until
11:30 a.m. on Friday, November 4, 2016 and the latest time for completing full payment of application
monies in respect of such applications will be 12:00 noon on Friday, November 4, 2016 or such later
time under “— 10. Effects of Bad Weather on the Opening of the Application Lists” in this section.

No Multiple Applications

If you apply by means of White Form el PO service, once you complete payment in respect of any
electronic application instruction given by you or for your benefit through the White Form elPO
service to make an application for Hong Kong Offer Shares, an actual application shall be deemed to
have been made. For the avoidance of doubt, giving an electronic application instruction under White
Form elPO service more than once and obtaining different application reference numbers without
effecting full payment in respect of a particular reference number will not constitute an actual
application.

If you are suspected of submitting more than one application through the White Form elPO
service or by any other means, all of your applications are liable to be rejected.
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Section 40 of the Companies (Winding Up and Miscellaneous Provisions) Ordinance

For the avoidance of doubt, the Company and all other parties involved in the preparation of this
prospectus acknowledge that each applicant who gives or causes to give electronic application
instructions is a person who may be entitled to compensation under Section 40 of the Companies
(Winding Up and Miscellaneous Provisions) Ordinance (as applied by Section 342E of the Companies
(Winding Up and Miscellaneous Provisions) Ordinance).

Environmental Protection

The obvious advantage of White Form el PO is to save the use of papers viathe self-serviced and
electronic application process. Computershare Hong Kong Investor Services Limited, being the
designated White Form elPO Service Provider, will contribute HK$2 for each “Zhou Hei Ya
International Holdings Company Limited” White Form elPO application submitted via the website
www.eipo.com.hk to support the funding of “Source of Dong Jiang — Hong Kong Forest” project
initiated by Friends of the Earth (HK).

6. APPLYING BY GIVING ELECTRONIC APPLICATION INSTRUCTIONSTO HKSCC VIA
CCASS

General

CCASS Participants may give electronic application instructions to apply for the Hong Kong
Offer Shares and to arrange payment of the money due on application and payment of refunds under
their participant agreements with HKSCC and the General Rules of CCASS and the CCASS
Operational Procedures.

If you are a CCASS Investor Participant, you may give these electronic application instructions
through the CCASS Phone System by calling +852 2979 7888 or through the CCASS Internet System
(https://ip.ccass.com) (using the procedures in HKSCC's “An Operating Guide for Investor
Participants” in effect from time to time).

HKSCC can also input electronic application instructions for you if you go to:

Hong Kong Securities Clearing Company Limited
Customer Service Center
1/F One & Two Exchange Square
8 Connaught Place
Central
Hong Kong

and complete an input request form.

You can also collect a prospectus from this address.
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If you are not a CCASS Investor Participant, you may instruct your broker or custodian who is
a CCASS Clearing Participant or a CCASS Custodian Participant to give electronic application
instructions via CCASS terminals to apply for the Hong Kong Offer Shares on your behalf.

You will be deemed to have authorized HKSCC and/or HKSCC Nominees to transfer the details
of your application to the Company, the Joint Global Coordinators and the Hong Kong Share Registrar.

Giving Electronic Application Instructions to HKSCC via CCASS

Where you have given electronic application instructions to apply for the Hong Kong Offer
Shares and a WHITE Application Form is signed by HKSCC Nominees on your behalf:

(i) HKSCC Nominees will only be acting as a nominee for you and is not liable for any breach
of the terms and conditions of the WHITE Application Form or this prospectus;

(i) HKSCC Nominees will do the following things on your behalf:

° agree that the Hong Kong Offer Shares to be allotted shall be issued in the name of
HKSCC Nominees and deposited directly into CCASS for the credit of the CCASS
Participant’s stock account on your behalf or your CCASS Investor Participant’s stock
account;

° agree to accept the Hong Kong Offer Shares applied for or any lesser number
allocated;

° undertake and confirm that you have not applied for or taken up, will not apply for or
take up, have not indicated or will not indicate an interest for, any Offer Shares under
the International Offering nor otherwise participate in the International Offering;

° (if the electronic application instruction are given for your benefit) declare that only
one set of electronic application instructions has been given for your benefit;

° (if you are an agent for another person) declare that you have only given one set of
electronic application instructions for the other person’s benefit and are duly
authorized to give those instructions as their agent;

° confirm that you understand that the Company and the Joint Global Coordinators will
rely on your declarations and representations in deciding whether or not to make any
allotment of any of the Hong Kong Offer Shares to you and that you may be
prosecuted if you make a false declaration;

o authorize the Company to place HKSCC Nominees’ name on the Company’s register
of members as the holder of the Hong Kong Offer Shares allocated to you and to send
share certificate(s) and/or refund monies under the arrangements separately agreed
between us and HKSCC;
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confirm that you have read the terms and conditions and application procedures set out
in this prospectus and agree to be bound by them;

confirm that you have received and/or read a copy of this prospectus and have relied
only on the information and representations in this prospectus in causing the
application to be made, save as set out in any supplement to this prospectus;

agree that none of the Company, the Joint Global Coordinators, the Underwriters, their
respective directors, officers, employees, partners, agents, advisers and any other
parties involved in the Global Offering, is or will be liable for any information and
representations not contained in this prospectus (and any supplement to it);

agree to disclose your personal data to the Company, the Hong Kong Share Registrar,
receiving banks, the Joint Global Coordinators, the Underwriters and/or its respective
advisers and agents;

agree (without prejudice to any other rights which you may have) that once HKSCC
Nominees application has been accepted, it cannot be rescinded for innocent
misrepresentation;

agree that any application made by HKSCC Nominees on your behalf is irrevocable
before the fifth day after the time of the opening of the application lists (excluding any
day which is Saturday, Sunday or public holiday in Hong Kong), such agreement to
take effect as a collateral contract with us and to become binding when you give the
instructions and such collateral contract to be in consideration of the Company
agreeing that it will not offer any Hong Kong Offer Shares to any person before the
fifth day after the time of the opening of the application lists (excluding any day
which is Saturday, Sunday or public holiday in Hong Kong), except by means of one
of the procedures referred to in this prospectus. However, HKSCC Nominees may
revoke the application before the fifth day after the time of the opening of the
application lists (excluding for this purpose any day which is a Saturday, Sunday or
public holiday in Hong Kong) if a person responsible for this prospectus under Section
40 of the Companies (Winding Up and Miscellaneous Provisions) Ordinance gives a
public notice under that section which excludes or limits that person’s responsibility
for this prospectus;

agree that once HKSCC Nominees' application is accepted, neither that application
nor your electronic application instructions can be revoked, and that acceptance of
that application will be evidenced by the Company’s announcement of the Hong Kong
Public Offering results;

agree to the arrangements, undertakings and warranties under the participant
agreement between you and HKSCC, read with the General Rules of CCASS and the
CCASS Operational Procedures, for the giving electronic application instructions to
apply for Hong Kong Offer Shares;
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° agree with the Company, for itself and for the benefit of each Shareholder (and so that
the Company will be deemed by its acceptance in whole or in part of the application
by HKSCC Nominees to have agreed, for itself and on behalf of each of the
Shareholders, with each CCASS Participant giving electronic application instructions)
to observe and comply with the Companies (Winding Up and Miscellaneous
Provisions) Ordinance and the Memorandum and Articles of Association; and

° agree that your application, any acceptance of it and the resulting contract will be
governed by the Laws of Hong Kong.

Effect of Giving Electronic Application Instructions to HKSCC via CCASS

By giving electronic application instructions to HKSCC or instructing your broker or custodian
who is a CCASS Clearing Participant or a CCASS Custodian Participant to give such instructions to
HKSCC, you (and, if you are joint applicants, each of you jointly and severally) are deemed to have
done the following things. Neither HKSCC nor HKSCC Nominees shall be liable to the Company or
any other person in respect of the things mentioned below:

° instructed and authorized HKSCC to cause HKSCC Nominees (acting as nominee for the
relevant CCASS Participants) to apply for the Hong Kong Offer Shares on your behalf;

° instructed and authorized HKSCC to arrange payment of the maximum Offer Price,
brokerage, SFC transaction levy and the Stock Exchange trading fee by debiting your
designated bank account and, in the case of a wholly or partially unsuccessful application
and/or if the Offer Price isless than the maximum Offer Price per Offer Share initially paid
on application, refund of the application monies (including brokerage, SFC transaction levy
and the Stock Exchange trading fee) by crediting your designated bank account; and

° instructed and authorized HKSCC to cause HKSCC Nominees to do on your behalf all the
things stated in the WHITE Application Form and in this prospectus.

Minimum Purchase Amount and Permitted Numbers

You may give or cause your broker or custodian who is a CCASS Clearing Participant or a
CCASS Custodian Participant to give electronic application instructions for a minimum of 500 Hong
Kong Offer Shares. Instructions for more than 500 Hong Kong Offer Shares must be in one of the
numbers set out in the table in the Application Forms. No application for any other number of Hong
Kong Offer Shares will be considered and any such application is liable to be rejected.
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Time for Inputting Electronic Application Instructions

CCASS Clearing/Custodian Participants can input electronic application instructions at the
following times on the following dates:

e Tuesday, November 1, 2016 — 9:00 a.m. to 8:30 p.m.®"
e  Wednesday, November 2, 2016 - 8:00 am. to 8:30 p.m.
e Thursday, November 3, 2016 - 8:00 a.m. to 8:30 p.m. (¥

e  Friday, November 4, 2016 — 8:00 am. ® to 12:00 noon

Note:
(1) These times are subject to change as HKSCC may determine from time to time with prior notification to CCASS
Clearing/ Custodian Participants.

CCASS Investor Participants can input electronic application instructions from 9:00 a.m. on
Tuesday, November 1, 2016 until 12:00 noon on Friday, November 4, 2016 (24 hours daily, except on
the last application day).

The latest time for inputting your electronic application instructions will be 12:00 noon on
Friday, November 4, 2016, the last application day or such later time as described in “— 10. Effect
of Bad Weather on the Opening of the Application Lists” in this section.

No Multiple Applications

If you are suspected of having made multiple applications or if more than one application is made
for your benefit, the number of Hong Kong Offer Shares applied for by HKSCC Nominees will be
automatically reduced by the number of Hong Kong Offer Shares for which you have given such
instructions and/or for which such instructions have been given for your benefit. Any electronic
application instructions to make an application for the Hong Kong Offer Shares given by you or for
your benefit to HKSCC shall be deemed to be an actual application for the purposes of considering
whether multiple applications have been made.

Section 40 of the Companies (Winding Up and Miscellaneous Provisions) Ordinance

For the avoidance of doubt, the Company and all other parties involved in the preparation of this
prospectus acknowledge that each CCASS Participant who gives or causes to give electronic
application instructions is a person who may be entitled to compensation under Section 40 of the
Companies (Winding Up and Miscellaneous Provisions) Ordinance (as applied by Section 342E of the
Companies (Winding Up and Miscellaneous Provisions) Ordinance).

Personal Data

The section of the Application Form headed “Personal Data’ applies to any personal data held
by the Company, the Hong Kong Share Registrar, the receiving banks, the Joint Global Coordinators,
the Underwriters and any of their respective advisers and agents about you in the same way as it
applies to personal data about applicants other than HKSCC Nominees.
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7. WARNING FOR ELECTRONIC APPLICATIONS

The subscription of the Hong Kong Offer Shares by giving electronic application instructions to
HKSCC is only a facility provided to CCASS Participants. Similarly, the application for Hong Kong
Offer Shares through the White Form el PO service is also only afacility provided by the White Form
elPO Service Provider to public investors. Such facilities are subject to capacity limitations and
potential service interruptions and you are advised not to wait until the last application day in making
your electronic applications. The Company, the Directors, the Joint Bookrunners, the Joint Lead
Managers, the Joint Sponsors, the Joint Global Coordinators and the Underwriters take no
responsibility for such applications and provide no assurance that any CCASS Participant or person
applying through the White Form elPO service will be allotted any Hong Kong Offer Shares.

To ensure that CCASS Investor Participants can give their electronic application instructions,
they are advised not to wait until the last minute to input their instructions to the systems. In the event
that CCASS Investor Participants have problems in the connection to CCASS Phone System/CCASS
Internet System for submission of electronic application instructions, they should either (i) submit a
WHITE or YELLOW Application Form, or (ii) go to HKSCC’s Customer Service Centre to complete
an input request form for electronic application instructions before 12:00 noon on Friday, November
4, 2016.

8. HOW MANY APPLICATIONS CAN YOU MAKE

Multiple applications for the Hong Kong Offer Shares are not allowed except by nominees. If you
are a nominee, in the box on the Application Form marked “For nominees” you must include:

° an account number; or

° some other identification code,

for each beneficial owner or, in the case of joint beneficial owners, for each joint beneficial owner.
If you do not include this information, the application will be treated as being made for your benefit.

All of your applications will be rejected if more than one application on a WHITE or YELLOW
Application Form or by giving electronic application instructions to HKSCC or through White Form
elPO service, is made for your benefit (including the part of the application made by HKSCC
Nominees acting on electronic application instructions). If an application is made by an unlisted
company and:

° the principal business of that company is dealing in securities; and

° you exercise statutory control over that company,

then the application will be treated as being for your benefit.
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“Unlisted company” means a company with no equity securities listed on the Stock Exchange.

“Statutory control” means you:

° control the composition of the board of directors of the company;

° control more than half of the voting power of the company; or

° hold more than half of the issued share capital of the company (not counting any part of it
which carries no right to participate beyond a specified amount in a distribution of either
profits or capital).

9. HOW MUCH ARE THE HONG KONG OFFER SHARES

The WHITE and YELLOW Application Forms have tables showing the exact amount payable for
Shares.

You must pay the maximum Offer Price, brokerage, SFC transaction levy and the Stock Exchange
trading fee in full upon application for Shares under the terms set out in the Application Forms.

You may submit an application using a WHITE or YELLOW Application Form or through the
White Form el PO service in respect of a minimum of 500 Hong Kong Offer Shares. Each application
or electronic application instruction in respect of more than 500 Hong Kong Offer Shares must be in
one of the numbers set out in the table in the Application Form, or as otherwise specified on the
designated website at www.eipo.com.hk.

If your application is successful, brokerage will be paid to the Exchange Participants, and the
SFC transaction levy and the Stock Exchange trading fee are paid to the Stock Exchange (in the case
of the SFC transaction levy, collected by the Stock Exchange on behalf of the SFC).

For further details on the Offer Price, see the section headed “ Structure of the Global Offering
— Pricing and Allocation” in this prospectus.

10. EFFECT OF BAD WEATHER ON THE OPENING OF THE APPLICATION LISTS

The application lists will not open if there is:

° a tropical cyclone warning signal number 8 or above; or

° a “black” rainstorm warning,

in force in Hong Kong at any time between 9:00 a.m. and 12:00 noon on Friday, November 4, 2016.
Instead they will open between 11:45 a.m. and 12:00 noon on the next business day which does not
have either of those warnings in Hong Kong in force at any time between 9:00 a.m. and 12:00 noon.
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If the application lists do not open and close on Friday, November 4, 2016 or if there is atropical
cyclone warning signal number 8 or above or a “black” rainstorm warning signal in force in Hong
Kong that may affect the dates mentioned in the section headed “Expected Timetable” in this
prospectus, an announcement will be made in such event.

11. PUBLICATION OF RESULTS

The Company expects to announce the final Offer Price, the level of indication of interest in the
International Offering, the level of applications in the Hong Kong Public Offering and the basis of
allocation of the Hong Kong Offer Shares on Thursday, November 10, 2016 in South China Morning
Post (in English) and Hong Kong Economic Times (in Chinese) on the Company’s website at
www.zhouheiya.cn and the website of the Stock Exchange at www.hkexnews.hk.

The results of allocations and the Hong Kong identity card/passport/Hong Kong business
registration numbers of successful applicants under the Hong Kong Public Offering will be available
at the times and date and in the manner specified below:

° in the announcement to be posted on the Company’s website at www.zhouheiya.cn and the
Stock Exchange’s website at www.hkexnews.hk by no later than 8:00 a.m. on Thursday,
November 10, 2016;

o from the designated results of allocations website at www.iporesults.com.hk with a*“search
by ID” function on a 24-hour basis from 8:00 a.m. on Thursday, November 10, 2016 to
12:00 midnight on Wednesday, November 16, 2016;

° by telephone enquiry line by calling +852 2862 8669 between 9:00 a.m. and 10:00 p.m.
from Thursday, November 10, 2016 to Sunday, November 13, 2016;

° in the special allocation results booklets which will be available for inspection during
opening hours from Thursday, November 10, 2016 to Saturday, 12 November 2016 at all the
receiving banks designated branches and sub-branches.

If the Company accepts your offer to purchase (in whole or in part), which it may do by
announcing the basis of allocations and/or making available the results of allocations publicly, there
will be a binding contract under which you will be required to purchase the Hong Kong Offer Shares
if the conditions of the Global Offering are satisfied and the Global Offering is not otherwise
terminated. Further details are contained in the section headed “ Structure of the Global Offering” in
this prospectus.

You will not be entitled to exercise any remedy of rescission for innocent misrepresentation at
any time after acceptance of your application. This does not affect any other right you may have.
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12. CIRCUMSTANCES IN WHICH YOU WILL NOT BE ALLOTTED OFFER SHARES

You should note the following situations in which the Hong Kong Offer Shares will not be
allotted to you:

(i) If your application is revoked:

By completing and submitting an Application Form or giving electronic application instructions
to HKSCC or to White Form el PO Service Provider, you agree that your application or the application
made by HKSCC Nominees on your behalf cannot be revoked on or before the fifth day after the time
of the opening of the application lists (excluding for this purpose any day which is Saturday, Sunday
or public holiday in Hong Kong). This agreement will take effect as a collateral contract with the
Company.

Your application or the application made by HKSCC Nominees on your behalf may only be
revoked on or before such fifth day if a person responsible for this prospectus under Section 40 of the
Companies (Winding Up and Miscellaneous Provisions) Ordinance (as applied by Section 342E of the
Companies (Winding Up and Miscellaneous Provisions) Ordinance) gives a public notice under that
section which excludes or limits that person’s responsibility for this prospectus.

If any supplement to this prospectus is issued, applicants who have already submitted an
application will be notified that they are required to confirm their applications. If applicants have been
so notified but have not confirmed their applications in accordance with the procedure to be notified,
all unconfirmed applications will be deemed revoked.

If your application or the application made by HKSCC Nominees on your behalf has been
accepted, it cannot be revoked. For this purpose, acceptance of applications which are not rejected will
be constituted by notification in the press of the results of allocation, and where such basis of
allocation is subject to certain conditions or provides for allocation by ballot, such acceptance will be
subject to the satisfaction of such conditions or results of the ballot respectively.

(i) 1f the Company or its agents exercise their discretion to reject your application:

The Company, the Joint Global Coordinators, the White Form el PO Service Provider and their
respective agents and nominees have full discretion to reject or accept any application, or to accept
only part of any application, without giving any reasons.

(ifii) If the allotment of Hong Kong Offer Shares is void:

The allotment of Hong Kong Offer Shares will be void if the Listing Committee of the Stock
Exchange does not grant permission to list the Shares either:

° within three weeks from the closing date of the application lists; or

° within a longer period of up to six weeks if the Listing Committee notifies the Company
of that longer period within three weeks of the closing date of the application lists.
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(iv) If:

° you make multiple applications or suspected multiple applications;

° you or the person for whose benefit you are applying have applied for or taken up, or
indicated an interest for, or have been or will be placed or allocated (including
conditionally and/or provisionally) Hong Kong Offer Shares and International Offer
Shares;

° your Application Form is not completed in accordance with the stated instructions;

° your electronic application instructions through the White Form elPO service are not
completed in accordance with the instructions, terms and conditions on the designated
website;

° your payment is not made correctly or the cheque or banker’s cashier order paid by you is
dishonored upon its first presentation;

o the Underwriting Agreements do not become unconditional or are terminated,

o the Company or the Joint Global Coordinators believe that by accepting your application,
it or they would violate applicable securities or other laws, rules or regulations; or

° your application is for more than 50% of the Hong Kong Offer Shares initially offered
under the Hong Kong Public Offering.

13. REFUND OF APPLICATION MONIES

If an application is rejected, not accepted or accepted in part only, or if the Offer Price as finally
determined is less than the maximum Offer Price of HK$7.80 per Offer Share (excluding brokerage,
SFC transaction levy and the Stock Exchange trading fee thereon), or if the conditions of the Global
Offering are not fulfilled in accordance with “Structure of the Global Offering — Conditions of the
Global Offering” in this prospectus or if any application is revoked, the application monies, or the
appropriate portion thereof, together with the related brokerage, SFC transaction levy and the Stock
Exchange trading fee, will be refunded, without interest or the cheque or banker’s cashier order will
not be cleared.

Any refund of your application monies will be made on or before Thursday, November 10, 2016.

— 301 —



HOW TO APPLY FOR HONG KONG OFFER SHARES

14. DISPATCH/COLLECTION OF SHARE CERTIFICATES AND REFUND MONIES

You will receive one share certificate for all Hong Kong Offer Shares allotted to you under the
Hong Kong Public Offering (except pursuant to applications made on YELLOW Application Forms or
by electronic application instructions to HKSCC via CCASS where the share certificates will be
deposited into CCASS as described below).

No temporary document of title will be issued in respect of the Shares. No receipt will be issued
for sums paid on application. If you apply by WHITE or YELLOW Application Form, subject to
personal collection as mentioned below, the following will be sent to you (or, in the case of joint
applicants, to the first-named applicant) by ordinary post, at your own risk, to the address specified
on the Application Form:

° share certificate(s) for all the Hong Kong Offer Shares allotted to you (for YELLOW
Application Forms, share certificates will be deposited into CCASS as described below);
and

° refund cheque(s) crossed “Account Payee Only” in favor of the applicant (or, in the case
of joint applicants, the first-named applicant) for (i) all or the surplus application monies
for the Hong Kong Offer Shares, wholly or partially unsuccessfully applied for; and/or (ii)
the difference between the Offer Price and the maximum Offer Price per Offer Share paid
on application in the event that the Offer Price is less than the maximum Offer Price
(including brokerage, SFC transaction levy and the Stock Exchange trading fee but without
interest). Part of the Hong Kong identity card number/ passport number, provided by you
or the first-named applicant (if you are joint applicants), may be printed on your refund
cheque, if any. Your banker may require verification of your Hong Kong identity card
number/passport number before encashment of your refund cheque(s). Inaccurate
completion of your Hong Kong identity card number/passport number may invalidate or
delay encashment of your refund cheque(s).

Subject to arrangement on dispatch/collection of share certificates and refund monies as
mentioned below, any refund cheques and share certificates are expected to be posted on or before
Thursday, November 10, 2016. The right is reserved to retain any share certificate(s) and any surplus
application monies pending clearance of cheque(s) or banker’s cashier order(s).

Share certificates will only become valid at 8:00 a.m. on Friday, November 11, 2016 provided
that the Global Offering has become unconditional and the right of termination described in the
section headed “Underwriting” in this prospectus has not been exercised. Investors who trade shares
prior to the receipt of share certificates or the share certificates becoming valid do so at their own risk.
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Personal Collection

(i) If you apply using a WHITE Application Form

If you apply for 1,000,000 or more Hong Kong Offer Shares and have provided all information
required by your Application Form, you may collect your refund cheque(s) and/or share certificate(s)
from 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,
November 10, 2016 or such other date as notified by us in the newspapers.

If you are an individual who is eligible for personal collection, you must not authorize any other
person to collect for you. If you are a corporate applicant which is eligible for personal collection,
your authorized representative must bear a letter of authorization from your corporation stamped with
your corporation’s chop. Both individuals and authorized representatives must produce, at the time of
collection, evidence of identity acceptable to the Hong Kong Share Registrar.

If you do not collect your refund cheque(s) and/or share certificate(s) personally within the time
specified for collection, they will be dispatched promptly to the address specified in your Application
Form by ordinary post at your own risk.

If you apply for less than 1,000,000 Hong Kong Offer Shares, your refund cheque(s) and/or share
certificate(s) will be sent to the address on the relevant Application Form on or before Thursday,
November 10, 2016, by ordinary post and at your own risk.

(if) If you apply using a YELLOW Application Form

If you apply for 1,000,000 Hong Kong Offer Shares or more, please follow the same instructions
as described above. If you have applied for less than 1,000,000 Hong Kong Offer Shares, your refund
cheque(s) will be sent to the address on the relevant Application Form on or before Thursday,
November 10, 2016, by ordinary post and at your own risk.

If you apply by using a YELLOW Application Form and your application is wholly or partially
successful, your share certificate(s) will be issued in the name of HKSCC Nominees and deposited
into CCASS for credit to your or the designated CCASS Participant’s stock account as stated in your
Application Form on Thursday, November 10, 2016, or upon contingency, on any other date
determined by HKSCC or HKSCC Nominees.

o If you apply through a designated CCASS Participant (other than a CCASS investor
participant)

For Hong Kong Offer Shares credited to your designated CCASS Participant’s stock account

(other than CCASS Investor Participant), you can check the number of Hong Kong Offer Shares
allotted to you with that CCASS Participant.
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° If you are applying as a CCASS Investor Participant

The Company will publish the results of CCASS Investor Participants’ applications together with
the results of the Hong Kong Public Offering in the manner described in “— 11. Publication of
Results” above. You should check the announcement published by the Company and report any
discrepancies to HKSCC before 5:00 p.m. on Thursday, November 10, 2016 or any other date as
determined by HKSCC or HKSCC Nominees. Immediately after the credit of the Hong Kong Offer
Shares to your stock account, you can check your new account balance via the CCASS Phone System
and CCASS Internet System.

(iti) 1f you apply through the White Form el PO service

If you apply for 1,000,000 Hong Kong Offer Shares or more and your application is wholly or
partially successful, you may collect your share certificate(s) from 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, November 10, 2016, or such other date
as notified by the Company in the newspapers as the date of dispatch/collection of share
certificates/e-Refund payment instructions/refund cheques.

If you do not collect your Share certificate(s) personally within the time specified for collection,
they will be sent to the address specified in your application instructions by ordinary post at your own
risk.

If you apply for less than 1,000,000 Hong Kong Offer Shares, your share certificate(s) (where
applicable) will be sent to the address specified in your application instructions on or before Thursday,
November 10, 2016 by ordinary post at your own risk.

If you apply and pay the application monies from a single bank account, any refund monies will
be dispatched to that bank account in the form of e-Refund payment instructions. If you apply and pay
the application monies from multiple bank accounts, any refund monies will be dispatched to the
address as specified in your application instructions in the form of refund cheque(s) by ordinary post
at your own risk.

(iv) If you apply via Electronic Application Instructions to HKSCC
Allocation of Hong Kong Offer Shares

For the purposes of allocating Hong Kong Offer Shares, HKSCC Nominees will not be treated
as an applicant. Instead, each CCASS Participant who gives electronic application instructions or each
person for whose benefit instructions are given will be treated as an applicant.

Deposit of Share Certificates into CCASS and Refund of Application Monies

o If your application is wholly or partially successful, your share certificate(s) will be issued
in the name of HKSCC Nominees and deposited into CCASS for the credit of your
designated CCASS Participant’s stock account or your CCASS Investor Participant stock
account on Thursday, November 10, 2016, or, on any other date determined by HKSCC or
HKSCC Nominees.
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° The Company expects to publish the application results of CCASS Participants (and where
the CCASS Participant is a broker or custodian, the Company will include information
relating to the relevant beneficial owner), your Hong Kong identity card number/passport
number or other identification code (Hong Kong business registration number for
corporations) and the basis of allotment of the Hong Kong Public Offering in the manner
specified in “— 11. Publication of Results” above on Thursday, November 10, 2016. You
should check the announcement published by the Company and report any discrepancies to
HKSCC before 5:00 p.m. on Thursday, November 10, 2016 or such other date as determined
by HKSCC or HKSCC Nominees.

° If you have instructed your broker or custodian to give electronic application instructions
on your behalf, you can also check the number of Hong Kong Offer Shares allotted to you
and the amount of refund monies (if any) payable to you with that broker or custodian.

o If you have applied as a CCASS Investor Participant, you can also check the number of
Hong Kong Offer Shares allotted to you and the amount of refund monies (if any) payable
to you viathe CCASS Phone System and the CCASS Internet System (under the procedures
contained in HKSCC’s “An Operating Guide for Investor Participants” in effect from time
to time) on Thursday, November 10, 2016. Immediately following the credit of the Hong
Kong Offer Shares to your stock account and the credit of refund monies to your bank
account, HKSCC will also make available to you an activity statement showing the number
of Hong Kong Offer Shares credited to your CCASS Investor Participant stock account and
the amount of refund monies (if any) credited to your designated bank account.

° Refund of your application monies (if any) in respect of wholly and partially unsuccessful
applications and/or difference between the Offer Price and the maximum Offer Price per
Offer Share initially paid on application (including brokerage, SFC transaction levy and the
Stock Exchange trading fee but without interest) will be credited to your designated bank
account or the designated bank account of your broker or custodian on Thursday, November
10, 2016.

15. ADMISSION OF THE SHARES INTO CCASS

If the Stock Exchange grants the listing of, and permission to deal in, the Shares and we comply
with the stock admission requirements of HKSCC, the Shares will be accepted as eligible securities
by HKSCC for deposit, clearance and settlement in CCASS with effect from the date of
commencement of dealingsin the Shares or any other date HK SCC chooses. Settlement of transactions
between Exchange Participants (as defined in the Listing Rules) is required to take place in CCASS
on the second business day after any trading day.

All activities under CCASS are subject to the General Rules of CCASS and CCASS Operational
Procedures in effect from time to time.

Investors should seek the advice of their stockbroker or other professional adviser for details of
the settlement arrangement as such arrangements may affect their rights and interests.

All necessary arrangements have been made enabling the Shares to be admitted into CCASS.
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The following is the text of a report on Zhou Hei Ya International Holdings Company Limited,
prepared for inclusion in this prospectus, received from the reporting accountants of our Company,
Ernst & Young, Certified Public Accountants, Hong Kong

22nd Floor, CITIC Tower
1 Tim Mei Avenue
Central, Hong Kong

E I §j¢ 1 November 2016

The Directors

Zhou Hei Ya International Holdings Company Limited
Morgan Stanley Asia Limited

Credit Suisse (Hong Kong) Limited

Dear Sirs,

We set out below our report on the financial information of Zhou Hei Ya International Holdings
Company Limited (the “Company”) and its subsidiaries (hereinafter collectively referred to as the
“Group”) comprising the consolidated statements of profit or loss and other comprehensive income,
the consolidated statements of changes in equity, and the consolidated statements of cash flows of the
Group for each of the years ended 31 December 2013, 2014 and 2015, and the six months ended 30
June 2016 (the “Relevant Periods”), and the consolidated statements of financial position of the Group
as at 31 December 2013, 2014 and 2015 and 30 June 2016 and the statements of financial position of
the Company as at 31 December 2015 and 30 June 2016, together with the notes thereto (the “ Financial
Information”), and the consolidated statement of profit or loss and other comprehensive income, the
consolidated statement of changes in equity and the consolidated statement of cash flows of the Group
for the six months ended 30 June 2015 (the “Interim Comparative Information”), prepared on the basis
of presentation set out in note 2.1 of Section Il below, for inclusion in the prospectus of the Company
dated 1 November 2016 (the “Prospectus”) in connection with the listing of the shares of the Company
on the Main Board of The Stock Exchange of Hong Kong Limited (the “Stock Exchange”).

The Company was incorporated in the Cayman Islands as an exempted company with limited
liability on 13 May 2015. Pursuant to a group reorganization (the “Reorganization”) as set out in
section entitled “Our History and Development” in the Prospectus, which was completed on 26 July
2015, the Company became the holding company of the subsidiaries now comprising the Group. Apart
from the Reorganization, the Company has not commenced any business or operation since its
incorporation.

As at the date of this report, no statutory financial statements have been prepared for the

Company, as it is not subject to statutory audit requirements under the relevant rules and regulations
in its jurisdiction of incorporation.
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As at the date of this report, the Company has direct and indirect interests in the subsidiaries as
set out in note 1 of Section Il below. All companies now comprising the Group have adopted 31
December as their financial year end date. The statutory financial statements of the companies now
comprising the Group have been prepared in accordance with the relevant accounting principles
applicable to these companies in the countries in which they were incorporated and/or established.
Details of their statutory auditors during the Relevant Periods are set out in note 1 of Section Il below.

For the purpose of this report, the directors of the Company (the “Directors”) have prepared the
consolidated financial statements of the Group (the “Underlying Financial Statements”) in accordance
with Hong Kong Financial Reporting Standards (the “HKFRSs”), which include all Hong Kong
Financial Reporting Standards, Hong Kong Accounting Standards (“HKASs”) and Interpretations
issued by the Hong Kong Institute of Certified Public Accountants (the “HKICPA™). The Underlying
Financial Statements for each of the years ended 31 December 2013, 2014 and 2015, and the six
months ended 30 June 2016 were audited by us in accordance with Hong Kong Standards on Auditing
issued by HKICPA.

The Financial Information set out in this report has been prepared from the Underlying Financial
Statements with no adjustments made thereon.

DIRECTORS RESPONSIBILITY

The Directors are responsible for the preparation of the Underlying Financial Statements, the
Financial Information and the Interim Comparative Information that give a true and fair view in
accordance with HKFRSs, and for such internal control as the Directors determine is necessary to
enable the preparation of the Underlying Financial Statements, the Financial Information and the
Interim Comparative Information that are free from material misstatement, whether due to fraud or
error.

REPORTING ACCOUNTANTS RESPONSIBILITY

It is our responsibility to form an independent opinion and a review conclusion on the Financial
Information and the Interim Comparative Information, respectively, and to report our opinion and
review conclusion thereon to you.

For the purpose of this report, we have carried out procedures on the Financial Information in

accordance with Auditing Guideline 3.340 Prospectuses and the Reporting Accountant issued by the
HKICPA.
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We have also performed a review of the Interim Comparative Information in accordance with
Hong Kong Standard on Review Engagements 2410 Review of Interim Financial Information
Performed by the Independent Auditor of the Entity issued by the HKICPA. A review consists
principally of making enquiries of management and applying analytical procedures to the financial
information and, based thereon, assessing whether the accounting policies and presentation have been
consistently applied unless otherwise disclosed. A review excludes audit procedures such as tests of
controls and verification of assets and liabilities and transactions. It is substantially less in scope than
an audit and therefore provides a lower level of assurance than an audit. Accordingly, we do not
express an opinion on the Interim Comparative Information.

OPINION IN RESPECT OF THE FINANCIAL INFORMATION

In our opinion, for the purpose of this report and on the basis of presentation set out in note 2.1
of Section Il below, the Financial Information gives a true and fair view of the financial position of
the Group as at 31 December 2013, 2014 and 2015 and 30 June 2016 and of the Company as at 31
December 2015 and 30 June 2016 and of the consolidated financial performance and cash flows of the
Group for each of the Relevant Periods.

REVIEW CONCLUSION IN RESPECT OF THE INTERIM COMPARATIVE INFORMATION
Based on our review which does not constitute an audit, for the purpose of this report, nothing
has come to our attention that causes us to believe that the Interim Comparative Information is not

prepared, in all material respects, in accordance with the same basis adopted in respect of the Financial
Information.
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I.  FINANCIAL INFORMATION

Consolidated statements of profit or loss and other comprehensive income

Year ended 31 December Six months ended 30 June

Notes 2013 2014 2015 2015 2016

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

(Unaudited)

REVENUE .......coiiiiiiiiiiee, 6 1,217,577 1,809,082 2,432,009 1,174,692 1,389,135
Cost of sales.....c.ocovvviieeiiinnnnnn. (521,581) (819,532) (1,059,190) (531,071) (518,104)
Gross profit ...ccoevevviiiieiiiinnn, 695,996 989,550 1,372,819 643,621 871,031
Other income and gains, net..... 6 13,881 27,127 28,062 9,066 13,008
Selling and distribution

EXPENSES ...uviviiiieeieeriiieeeinaeans (283,188) (374,895) (527,969) (231,731) (311,937)
Administrative expenses........... (79,600) (91,380) (124,724) (50,833) (61,933)
PROFIT BEFORE TAX.......... 7 347,089 550,402 748,188 370,123 510,169
Income tax expenses................ 10 (87,161) (139,495) (195,450) (99,677) (129,430)
PROFIT FOR THE

YEAR/PERIOD ..........ccceen. 259,928 410,907 552,738 270,446 380,739
Attributable to:

The owners of the Parent...... 259,928 410,907 552,738 270,446 380,739
OTHER COMPREHENSIVE

INCOME

Other comprehensive income
to be reclassified to profit or
loss in subsequent periods:
Available-for-sale investments:
Changes in fair value,
net of taxX ...o.ocevvveeveeviinnnnnn. 3,083 3,341 1,405 1,280 1,537
Reclassification adjustments
for gains and losses
included in the profit or
loss - gains on disposal,
net of tax .......ccceeeeeevivnnnnnn, (3,083) (3,341) (1,405) (1,280) (1,537)

Exchange differences on

translation of foreign

operationsS........c.ccevevvveeniennnnns — — 7,690 — 1,360
OTHER COMPREHENSIVE

INCOME FOR THE

YEAR/PERIOD, NET OF

TAX i — — 7,690 — 1,360

TOTAL COMPREHENSIVE
INCOME FOR THE

YEAR/PERIOD .......ccvvon..... 259,928 410,907 560,428 270,446 382,099
Attributable to:
The owners of the Parent...... 259,928 410,907 560,428 270,446 382,099

Earnings per share attributable

BasiC...ooovviiiiiii 13 N/A N/A N/A N/A N/A
Diluted .......cooveiiiiiiiiii, 13 N/A N/A N/A N/A N/A
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Consolidated statements of financial position

As at
As at 31 December 30 June
Notes 2013 2014 2015 2016

RMB’000 RMB’000 RMB’000 RMB’000

NON-CURRENT ASSETS

Property, plant and equipment............... 14 243,440 296,914 395,373 452,056
Prepaid land lease payments ................. 15 40,901 40,034 66,768 66,334
Prepayments........cooeveeivieieeeceeeeeinne 16 17,676 31,958 16,157 10,315
Rental depositS .........ccovvviveeiiiiiiieeniiinnnn. 17,528 26,923 38,586 43,243
Other intangible assets............cccccooceee. 17 1,554 3,773 7,374 7,120
Deferred tax assets.........ocovvvvvvievneennnne. 27 33,416 24,931 24,842 27,891
Total non-current assets...........cccceeeeen. 354,515 424,533 549,100 606,959
CURRENT ASSETS
INVENLOMIES...u i 19 57,332 66,233 134,073 115,207
Trade receivables.........c.ccooveviiiiiinennnn. 20 5,755 4,577 6,356 5,182
Prepayments, deposits and other

receivables........cocovvvieiiiii 21 234,768 540,690 78,075 251,533
Due from the Controlling Shareholders. 35(c)(i) 127 — 149 975
Available-for-sale investments............... 22 70,000 85,000 100,000 125,000
Restricted cash............cccoooeeiiiiiinnnn. 23 246 1,677 560 60
Cash in transit .......ccccooveeviiinieiiiiieeeeeee, 23 1,167 5,877 5,417 4,030
Cash and cash equivalents..................... 24 36,752 63,781 82,338 85,782
Total current assetS.......ccooevevveeennenennn. 406,147 767,835 406,968 587,769
CURRENT LIABILITIES
Trade payables........ccooovvviiiiiiiiiiiiiiin, 25 24,216 33,268 49,866 67,604
Other payables and accruals.................. 26 115,740 143,056 218,984 236,243
Government grants, current................... 28 530 730 597 697
Due to arelated party .........cccoevevvnnennnn. 35(c)(ii) — — 202,771 —
Due to the Controlling Shareholders ..... 35(c)(iii) 982 4,616 7,575 —
Income tax payable........cccoocoiiiiiiienannn.. 24,253 67,897 68,125 99,334
Dividends payable.............ccooeviiiiiiiinnnnn. 12 — 4,006 — —
Total current liabilities....................... 165,721 253,573 547,918 403,878
NET CURRENT ASSETS/

(LIABILITIES) coiieeiiiiieeiviieeeceii 240,426 514,262  (140,950) 183,891
TOTAL ASSETS LESS CURRENT

LIABILITIES. .oiiiiiiiiiiiieeie e 594,941 938,795 408,150 790,850
NON-CURRENT LIABILITIES
Other payables and accruals.................. 26 — — 7,000 7,000
Government grants, non-current ............ 28 15,361 16,631 16,168 16,769
Total non-current liabilities................ 15,361 16,631 23,168 23,769
NET ASSETS...coiiiiiiiiiieeeeeeie 579,580 922,164 384,982 767,081
EQUITY
Equity attribute to owners of the

Parent
Share capital .........cccooveiiiiiii 29 — — 6 6
RESEIVES ...oviiiiieie e 30 579,580 922,164 384,976 767,075
TOTAL EQUITY oiiiiiiiiiieiiieeeeii, 579,580 922,164 384,982 767,081
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Consolidated statements of changes in equity

Attributable to owners of the parent

Exchange
Share Share Merger Statutory fluctuation Retained Total
Notes capital premium* reservex reserve* reserve* profits* equity
RM B’ 000 RM B’ 000 RM B’ 000 RMB’000 RM B’ 000 RM B’ 000 RM B’ 000
At 1 January 2013 .....ccooovviiiiieiinn — — 235,110 9,450 — 75,092 319,652
Profit and total comprehensive
income for the year....................... — — — — — 259,928 259,928
Transfer from retained profits............. — — — 24,531 — (24,531) —
At 31 December 2013.........cccccuvennen. — — 235,110 33,981 — 310,489 579,580
Profit and total comprehensive
income for the year .........cccoceeeeenn — — — — — 410,907 410,907
Capitalization of statutory reserves of
asubsidiary.......ccocvieiiiiiniis — — 19,262 (14,721) — (4,541) —
Dividends declared 12 — — — — — (68,323) (68,323)
Transfer from retained profits.. — — — 9,554 — (9,554) —
At 31 December 2014... — — 254,372 28,814 — 638,978 922,164
Profit for the year — — — — — 552,738 552,738
Exchange differences on translation
of foreign operations..................... — — — — 7,690 — 7,690
Total comprehensive income for the
— — — — 7,690 552,738 560,428
12 — — — — — (300,000) (300,000)
Issue of shares . 29 6 146,805 — — — — 146,811
Capitalization of statutory reserves of
asubsidiary.......ccocvviiiiiiiiiis — — 12,500 (12,500) — — —
Deemed distribution to the
Controlling Shareholders............... 11 — — (131,782) (30,421) — (659,628) (821,831)
Acquisition of equity interests from
the Controlling Shareholders......... — — (122,590) — — — (122,590)
Transfer from retained profits.. — — — 52,954 — (52,954) —
At 31 December 2015.........cccccevueene 6 146,805 12,500 38,847 7,690 179,134 384,982
Profit for the period ........c..cccoovuviinns — — — — — 380,739 380,739
Exchange differences on translation
of foreign operations..................... — — — — 1,360 — 1,360
Total comprehensive income for the
— — — — 1,360 380,739 382,099
6 146,805 12,500 38,847 9,050 559,873 767,081
At 31 December 2014........ccccccevunenn. — — 254,372 28,814 — 638,978 922,164
Profit and total comprehensive
income for the period................... — —_ —_ — —_ 270,446 270,446
Dividends declared.............cccccvveeninns 12 — — — — — (300,000) (300,000)
Capitalization of statutory reserves of
a subsidiary . — — 12,500 (12,500) — — —
Transfer from retained profits.. — — — 22,388 — (22,388) —
At 30 June 2015 (Unaudited)............ — — 266,872 38,702 — 587,036 892,610

* These reserve accounts comprise the consolidated reserves of RMB579,580,000, RMB922,164,000, RMB384,976,000
and RMB767,075,000 in the consolidated statements of financial position as at 31 December 2013, 2014 and 2015 and
30 June 2016, respectively.
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Consolidated statements of cash flows

CASH FLOWS FROM OPERATING
ACTIVITIES
Profit before tax .......coooovviiiiiiiiiininn
Adjustments for:
Depreciation of property, plant and
EQUIPMENT ...ciiiieie e
Amortization of prepaid land lease
PAYMENES ...ovvieeiiiie e ee e e
Amortization of other intangible assets..
Interest income from bank deposits........
Interest income from available-for-sale
INVESEMENTS....iiiiiiieecei e
Interest income from structured
EPOSITS..cvvvnieiiiii e
(Gain)/loss on disposal of items of
property, plant and equipment.............
Loss on disposal of other intangible

Loss on foreign exchange ......................
Government grantS.........coveeveeveeineinnnnnn.

(Increase)/decrease in restricted cash .....
(Increase)/decrease in cash in transit......
(Increase)/decrease in trade receivables..
Increase in prepayments, deposits and
other receivables...........cccocoeiiiiiiiinnnn.
Decrease/(increase) in amount due from
the Controlling Shareholders...............
Increase in rental deposits.............c........
(Increase)/decrease in inventories...........
Increase in trade payables.............c........
Increase/(decrease) in other payables
and acCruals ........cooeveuiviiiiniiiiieieeean,
(Decrease)/increase in amount due to
the Controlling Shareholders...............

Cash generated from operations.............
Income tax paid........cccocevvieeiiiiiiiienins

NET CASH FLOWS FROM
OPERATING ACTIVITIES...............

Year ended 31 December

Six months ended 30 June

2013 2014 2015 2015 2016
RMB’000 RMB’000 RMB’000 RM B’ 000 RMB’000
(Unaudited)

347,089 550,402 748,188 370,123 510,169
29,568 34,450 38,233 18,373 20,139
562 867 867 434 434

225 259 957 355 700
(211)  (1,138) (1,159) (887) (81)
(4,110) (4,454) (1,873)  (1,707) (2,049)
(1,132) (13,076)  (13,596) (10,860) (552)
(55) 319 7,245 5,780 59

— 1,202 — — —

_ — 1,248 — 910
(530) (530) (596) (365) (299)
371,406 568,301 779,514 381,246 529,430
(246) (1,431) 1,117 901 500
(637) (4,710) 460 1,754 1,387
(2,683) 1,178 (1,779)  (3,273) 1,174
(13,106)  (24,399) (405)  (3,981) (8,458)
1,060 127 (149) (900) (826)
(4,554) (9,395)  (11,663)  (4,556) (4,657)
(26,540)  (8,901)  (67,840) 4,239 18,866
734 9,052 16,598 23,952 17,738
12,788 27,734 81,849 20,718 (7,730)
(571) 3,634 7,959 1,824 (7,575)
337,651 561,190 805,661 421,924 539,849
(83,982) (87,366) (181,229) (86,243) (101,270)
253,669 473,824 624,432 335,681 438,579
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CASH FLOWS USED IN INVESTING
ACTIVITIES
Purchases of items of property, plant
and equipment
Increase of deposits for potential
purchase of land lease payments
Proceeds from disposal of items of
property, plant and equipment
Additions to prepaid land lease
payments
Additions to other intangible assets........
Interest income from available-for-sale
investments
Interest income from structured
deposits
Acquisition of a subsidiary, net of cash.
Purchases of available-for-sale
investments
Purchases of structured deposits
Interest received from bank deposits
Receipt of government grants.................
Proceeds from disposal of
available-for-sale investments
Proceeds from disposal of structured
deposits

NET CASH FLOWS USED IN
INVESTING ACTIVITIES................

CASH FLOWS USED IN
FINANCING ACTIVITIES
Dividends paid
Repayment of amounts due to a related
party in connection with the
Reorganization
Distribution to the Controlling
Shareholders in connection with the
Reorganization
Issue of shares

NET CASH FLOWS USED IN
FINANCING ACTIVITIES

NET (DECREASE)/ INCREASE IN
CASH CASH EQUIVALENTS

Cash and cash equivalents at beginning
of year/period

Effect of foreign exchange changes, net.

CASH AND CASH EQUIVALENTS
AT END OF YEAR/PERIOD

Year ended 31 December

Six months ended 30 June

2013 2014 2015 2015 2016

RM B’ 000 RM B’ 000 RM B’ 000 RM B’ 000 RM B’ 000
(Unaudited)

(48,686)  (92,247) (163,223) (73,078)  (46,775)
— (18,000) — (2,601) —
1,325 3,789 394 394 683
(18,346) —  (27,601) (27,601) —
(2,074) (1,688)  (4,505) (443) (404)
4,110 4,454 1,873 1,707 2,049
1,132 13,076 13,596 10,860 552
(1,609) — — — —
(500,000)  (236,000) (455,100) (265,000) (280,000)
(595,000) (1,398,000) (955,000) (805,000) (195,000)
211 1,138 1,159 887 81
— 2,000 — — 1,000
505,000 221,000 360,100 350,000 255,000
405,000 1,118,000 945,000 775,000 30,000
(248,937)  (382,478) (283,307) (34,875) (232,814)
(60,000)  (64,317) (300,000) (300,000) —
— — (135,377) —  (202,771)
— —  (40,444) — —
— — 146,811 — —
(60,000)  (64,317) (329,010) (300,000) (202,771)
(55,268) 27,029 12,115 806 2,994
92,020 36,752 63,781 63,781 82,338
— — 6,442 — 450
36,752 63,781 82,338 64,587 85,782
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Statements of Financial Position

NON-CURRENT ASSETS
Investment in a subsidiary .......cccooeeeieiiiiiiiiineeieeeeeeeann,

Total NON-CUITENE ASSELS.....iviiieieieeiieeeee e ee e

CURRENT ASSETS
Prepayments, deposits and other receivables..................
Cash and cash equivalents............ccoooeiiiiiiniiiie,

Total CUrTENt ASSELS.....cuvveiiiieieeieieeee e

CURRENT LIABILITIES
Amount due to a subSidiary .........coeiiiiiiiiiniii e,

Total current l1abilitieS .....cociveiiiiiii e,
NET CURRENT LIABILITIES..cioiiiiiiiieieeeeea,
TOTAL ASSETS LESS CURRENT LIABILITIES.......

NET ASSETS......

EQUITY

Share capital ........
Reserves..............

TOTAL EQUITY

— 1.9 —

As at As at
31 December 30 June
Notes 2015 2016
RM B’ 000 RM B’ 000
18 146,806 146,806
146,806 146,806
21 — 597
24 622 972
622 1,569
649 2,652
649 2,652
(27) (1,083)
146,779 145,723
146,779 145,723
6 6
_ 146,773 _ 145717
146,779 145,723



APPENDIX | ACCOUNTANTS REPORT

Il. NOTESTO FINANCIAL INFORMATION
1. CORPORATE INFORMATION

The Company was incorporated as an investment holding company under the laws of the Cayman
Islands on 13 May 2015. The registered and correspondence office of the Company is located at the
offices of Intertrust Corporate Services (Cayman) Limited, 190 Elgin Avenue, George Town, Grand
Cayman KY1-9005, Cayman Islands. The Group is principally engaged in the business of casual
braised duck related food production, marketing and retailing (the “Listing Business”). There were no
significant changes in the nature of the Group’s principal activities during the Relevant Periods.

The ultimate controlling shareholders of the Company are Mr. Zhou Fuyu and Ms. Tang Jianfang
(together known as the “Controlling Shareholders”).

Before the Reorganization and formation of the Group, this Listing Business was carried out by
Zhou Hei Ya Foods Joint Stock Limited Company (“Wuhan ZHY Holdco”) and its subsidiaries, which
were controlled by the Controlling Shareholders. The Group underwent the Reorganization as set out
in the Section headed “Our History and Development” in the Prospectus. The Company established
Hubei Zhou Hei Ya Enterprise Development Co., Ltd. (“ZHY Development”) on 2 July 2015 through
a wholly owned subsidiary. Pursuant to the Reorganization, on 26 July 2015, ZHY Development
acquired the equity interest of the subsidiaries engaged in the Listing Business, and the operating
assets related to the Listing Business from Wuhan ZHY Holdco.

Upon the completion of the Reorganization on 26 July 2015, Wuhan ZHY Holdco ceased its
operation of casual braised duck related food production, marketing and retailing, and the Company
became the holding company of the subsidiaries now comprising the Group as set out below.

As at the date of this report, the Company had direct or indirect interests in its subsidiaries, all
of which are private limited liability companies (or, if incorporated outside Hong Kong, have
substantially similar characteristics to a private company incorporated in Hong Kong), the particulars
of which are set out below:

Place and date Percentage of equity
interest attributable

to the Company

of incorporation/ Nominal value of

registration and  issued shares/ Principal
Company name Notes operations paid-in capital Direct Indirect activities
T Lt 0 5% 7 R PR A (1) PRC RMBO.5 million — 100  Food retailing
Hubei Shiji Yuanjing 2 February 2008
Commerce & Trade Co.,
Ltd. (“Hubei Shiji
Yuanjing”)
T8 L SR 2 £ i S R B (1) PRC RMB62.5 million — 100 Food
Hubei Zhou Hei Ya Foods 4 September 2009 manufacturing

Industrial Park Co., Ltd.
(“Hubei Zhouheiya”)

— 1-10 —
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Place and date
of incorporation/

Nominal value of

Percentage of equity
interest attributable
to the Company

registration and issued shares/ Principal

Company name Notes operations paid-in capital Direct Indirect activities

TRYI T T A0 8% e o 2 A PR A 1) PRC RMBO.5 million 100  Food retailing
Shenzhen Shiji Development 28 October 2010
Commerce & Trade Co.,

Ltd. (“Shenzhen Shiji
Development”)

il R RS R A (1) PRC  RMB10 million 100 Food
Shanghai Zhou Hei Ya 25 February 2011 manufacturing
Foods Co., Ltd. (“Shanghai
Zhou Hei Ya Foods")

JEEJH T B A AL A PR (1) PRC RMBO.5 million 100  Food retailing
Guangzhou Fuxin Xianghe 30 March 2011
Commerce & Trade Co.,

Ltd. (“Guangzhou
Fuxinxianghe”)

Ui SR 7 R A PR A (1) PRC RMBO.5 million 100  Food retailing
Shanghai Zhouheiya 19 April 2011
Commerce & Trade Co.,

Ltd. (“Shanghai Zhouheiya”)

W A A A R (1) PRC RMB2.01 million 100  Food retailing
Hunan Quanfuyu Commerce 12 August 2011
& Trade Co., Ltd. (“Hunan
Quanfuyu”)

T VG I R A R ) (1) PRC RMB2 million 100  Food retailing
Jiangxi Yuanjing Commerce 16 September
& Trade Co., Ltd. (“Jiangxi 2011
Yuanjing”)

bt SR 7 R A PR A (1) PRC RMBS5 million 100  Food retailing
Beijing Zhou Hei Ya 11 October 2011
Commerce & Trade Co.,

Ltd. (“Beijing Zhou Hei
Ya’)

WA 2 E F B ABR AR (D) PRC RMB1 million 100 Online business
Hubei Huanle Shike 17 April 2012
E-commerce Co., Ltd.

(“Hubei Huanle Shike")
T T J PG T A R A 1) PRC RMB1 million 100  Food retailing

Henan Zhou Hei Ya
Commerce & Trade Co.,
Ltd. (“Henan Zhou Hei Ya")

31 October 2012

— I-11 —
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Place and date
of incorporation/

Nominal value of

Percentage of equity
interest attributable
to the Company

registration and issued shares/ Principal

Company name Notes operations paid-in capital Direct Indirect activities

i RBEERRAA (1) PRC  RMB20 million — 100 Property
i B E AR A AT 23 February 1995 holdings
Shanghai Suo Lei Industrial (acquired by the
Co., Ltd. (Formerly known Group on
as Shanghai Dewei 24 January 2013)

Industrial Co., Ltd.)
(“Shanghai Suolei”)

PRSE T S A B o R PR A (1) PRC RMBO.5 million — 100  Food retailing
Dongguan Pengyu Foods 3 June 2013
Commerce & Trade Co.,

Ltd. (“Dongguan Pengyu”)

T L J7 WG 7R T R 5 PR W () PRC RMB Nil — 100 Online business
Hubei Zhou Hei Ya 23 January 2014
E-commerce Co., Ltd.

(“Zhouheiya E-commerce”)

R ) N 7 B A PR ) (2) PRC RMBS5 million — 100  Food retailing
Tianjin Zhou Hei Ya 23 May 2014
Commerce & Trade Co.,

Ltd. (“Tianjin Zhou Hei
Ya’)

UL SR 7 R AT PR A 2 PRC  RMB10 million — 100  Food retailing
Zhejiang Zhou Hei Ya 19 June 2014
Commerce & Trade Co.,

Ltd. (“Zhejiang Zhou Hei
Ya’)

LR R E 5 A BRA T ) PRC RMB Nil — 100  Food retailing
Jiangsu Dashike Commerce 27 November
& Trade Co., Ltd. (“Jiangsu 2014
Dashike”)

o B R RGBS (3) PRC RMBO.5 million — 100  Food retailing
Chongging Zhouheiya 8 April 2015
Foodstuff Co., Ltd.

] 4 e () A BR A ) (6) Hong Kong HKD1 — 100 Investment
Zhou Hei Ya Holdings 12 May 2015 holdings
(Hong Kong) Limited

JE| B RO R A (4) British Virgin USD5,000 100 — Investment
Zhou Hei Ya Holdings Islands holdings
Company Limited 13 May 2015

— 1-12 —
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Percentage of equity
interest attributable
to the Company

Place and date
of incorporation/ Nominal value of

registration and issued shares/ Principal

Company name Notes operations paid-in capital Direct Indirect activities

WAL SR R A R R A (3) PRC  RMB10 million — 100 Investment
Hubei Zhou Hei Ya 12 June 2015 holdings
Management Co., Ltd.

T L JR) G A 2E 88 JR A B W) (3) PRC  RMBB80 million — 100 Investment
ZHY Development 2 July 2015 holdings

R BEE N TERARARA (2 PRC RMB1 million — 100 Food
Guangdong Zhou Hei Ya 6 November 2014 manufacturing
Foods Industrial Park Co.,

Ltd. (“Guangdong Industrial
Park”)

B A AT P R A B A (3) PRC RMB Nil — 100  Food retailing
Ningbo Shiji Yuanjing 3 December 2015
Commerce & Trade Co.,

Ltd.

VL 1] ) B T 2 A RS (5) PRC RMB Nil — 100  Food retailing
Sichuan Zhou Hei Ya 9 December 2015
Commerce & Trade Co.,

Ltd.

PO ] RS £ A PR A A (5) PRC RMB Nil — 100 Food
Sichuan Zhouheiya Foods 19 December manufacturing
Co., Ltd. 2015

T8 b ) S A48 7 PR ) (5) PRC RMB Nil — 100 Online business
Hubei Zhou Hei Ya 18 January 2016

E-Commerce Co., Ltd.

Notes:

English translations of names for identification purpose only, except for ZHY Development, which has been registered.

(1)  The statutory financial statements of these subsidiaries for the years ended December 31, 2013, 2014 and 2015 were
prepared under PRC GAAP were audited by & (5 & 5]l w5 i (Feik 58 &%) (PEKING Certified Public
Accountants LLP).

(2)  The statutory financial statements of these subsidiaries for the year ended December 31, 2014 and 2015 were prepared
under PRC GAAP were audited by £ # {5 & w6l 85 B (55 5k 5 5 %) (PEKING Certified Public Accountants LLP).

(3)  The statutory financial statements of these subsidiaries for the year ended 31 December 2015 prepared under PRC GAAP
were audited by " By # 5 & il il F 55 i (48 9% 5 4 5 %) (PEKING Certified Public Accountants LLP).
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(4)  No statutory accounts have been prepared for this entity as it is not required by the local government to prepare statutory
accounts.

(5) No statutory accounts have been prepared for these subsidiaries for the year ended 31 December 2015 as they were
incorporated close to year end or have not been established by 31 December 2015.

(6)  The statutory financial statements of this entity for the year ended 31 December 2015 were audited by Ernst & Young.
2.1 BASIS OF PRESENTATION

Pursuant to the Section headed “our History and Development” in this Prospectus, Wuhan ZHY
Holdco, and ZHY Development and their subsidiaries now comprising the Group were under the
common control of the Controlling Shareholders before and after the Reorganization. The Financial
Information presents the consolidated results, cashflows and financial position of the companies
comprising the Group, by applying the principles of merger accounting as if the group structure had
been in existence throughout the Relevant Periods as of the earliest period presented. The accounts of
Wuhan ZHY Holdco, have been included in the Financial Information throughout the Relevant Periods
as they formed an integral part of the Listing Business and were not managed separately. Accordingly,
they were reflected in the Financial Information up to 26 July 2015, the effective date when Wuhan
ZHY Holdco disposed of its operating assets to the Group. The assets and liabilities retained by Wuhan
ZHY Holdco, as at 26 July 2015, totalling approximately RMB821,831,000 are reflected in the
Financial Information as a distribution made to the equity holders of the Group on 26 July 2015.

The consolidated statements of profit or loss and other comprehensive income, statements of
changes in equity and statements of cash flows of the Group for the Relevant Periods include the
results and cash flows of all companies nhow comprising the Group from the earliest date presented or
since the date when the subsidiaries first came under the common control of the Controlling
Shareholders, whichever is earlier. The consolidated statements of financial position of the Group as
at 31 December 2013, 2014 and 2015 and 30 June 2016 have been prepared to present the assets and
liabilities of the subsidiaries using the existing book values from the Controlling Shareholders’
perspective. No adjustments are made to reflect fair values, or recognize any new assets or liabilities
as a result of the Reorganization.

All intra-group transactions and balances have been eliminated on consolidation.

2.2 BASIS OF PREPARATION

The Financial Information have been prepared in accordance with HKFRSs (which include all
Hong Kong Financial Reporting Standards, Hong Kong Accounting Standards (“HKASs”) and
Interpretations issued by the HKICPA, accounting principles generally accepted in Hong Kong and the
disclosure requirements of the Hong Kong Companies Ordinance. All HKFRSs effective for the
accounting period commencing from 1 January 2016, together with the relevant transitional provisions
have been early adopted by the Group in the preparation of the Financial Information throughout the
Relevant Periods and in the period covered by the Interim Comparative Information.
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The Financial Information has been prepared under the historical cost convention, except for
available-for-sale investments which have been measured at fair value. The Financial Information is
presented in Renminbi (“RMB”) and all values are rounded to the nearest thousand (RMB’ 000) except
when otherwise indicated.

This Financial Information incorporates the financial statements of the Company and its
subsidiaries for the Relevant Periods. As explained in Note 2.1 above, the acquisition of subsidiaries
under common control has been accounted for using merger accounting principles.

Basis of consolidation

The consolidated financial statements include the financial statements of the Company and its
subsidiaries during the Relevant Periods. A subsidiary is an entity (including a structured entity),
directly or indirectly, controlled by the Company. Control is achieved when the Group is exposed, or
has rights, to variable returns from its involvement with the investee and has the ability to affect those
returns through its power over the investee (i.e., existing rights that give the Group the current ability
to direct the relevant activities of the investee).

When the Company has, directly or indirectly, less than a majority of the voting or similar rights
of an investee, the Group considers all relevant facts and circumstances in assessing whether it has
power over an investee, including:

(a) the contractual arrangement with the other vote holders of the investee;

(b) rights arising from other contractual arrangements; and

(c) the Group’s voting rights and potential voting rights.

The financial statements of the subsidiaries are prepared for the same reporting period as the
Company, using consistent accounting policies. The results of subsidiaries are consolidated from the
date on which the Group obtains control, and continue to be consolidated until the date that such
control ceases.

Profit or loss and each component of other comprehensive income are attributed to the owners
of the parent of the Group and to the non-controlling interests, even if this results in the
non-controlling interest having a deficit balance. All intra-group assets and liabilities, equity, income,
expenses and cash flows relating to transactions between members of the Group are eliminated in full
on consolidation.

The Group reassesses whether or not it controls an investee if facts and circumstances indicate
that there are changes to one or more of the three elements of control described in the accounting
policy for subsidiaries below. A change in the ownership interest of a subsidiary, without a loss of
control, is accounted for as an equity transaction.
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If the Group loses control over a subsidiary, it derecognizes (i) the assets (including goodwill)
and liabilities of the subsidiary, (ii) the carrying amount of any non-controlling interest and (iii) the
cumulative translation differences recorded in equity; and recognizes (i) the fair value of the
consideration received, (ii) the fair value of any investment retained and (iii) any resulting surplus or
deficit in profit or loss. The Group’s share of components previously recognized in other
comprehensive income is reclassified to profit or loss or retained profits, as appropriate, on the same
basis as would be required if the Group had directly disposed of the related assets or liabilities.

3.1 ISSUED BUT NOT YET EFFECTIVE HONG KONG FINANCIAL REPORTING
STANDARDS

The Group has not applied the following new and revised HKFRSs, that have been issued but are
not yet effective, in the Financial Information.

HKFRS 9 Financial Instruments®

HKFRS 15 Revenue from Contract with Customers?

HKFRS 16 Leases®

Amendments to HKFRS 2 Classification and Measurement of Share-based Payment
Share-based Payment Transactions?

Amendments to HKFRS 15 Revenue from Contract with Customers (Clarification to
Revenue from Contract HKFRS 15)2

with Customers

Amendments to HKAS 7 Disclosure Initiative!
Statement of Cash Flows

Amendments to HKAS 12 Recognition of Deferred Tax Assets for Unrealised Losses*
Income Taxes

o Effective for annual periods beginning on or after 1 January 2017

Effective for annual periods beginning on or after 1 January 2018

Effective for annual periods beginning on or after 1 January 2019

Other than explained below regarding the impact of HKFRS 9, HKFRS 15 and HKFRS 16, the
Group isin the process of making an assessment of the impact of these new and revised HKFRSs upon
initial application. So far, the Group considers that these new and revised HKFRSs may results in
changes in accounting policies and are unlikely to have a significant impact on the Group’s results of
operations and financial position.

HKFRS 9 — Financial Instruments

HKFRS 9 addresses the classification, measurement and recognition of financial assets and
financial liabilities. The completed version of HKFRS 9 was issued in July 2014. It replaces the
guidance in HKAS 39 that relates to the classification and measurement of financial instruments.
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HKFRS 9 retains but simplifies the mixed measurement model and establishes three primary
measurement categories for financial assets: amortized cost, fair value through other comprehensive
income and fair value through profit or loss. The basis of classification depends on the entity’'s
business model and the contractual cash flow characteristics of the financial assets. Investments in
equity investments are required to be measured at fair value through profit or loss with the irrevocable
option at the inception to present changes in fair value in other comprehensive income not recycling.
There is now a new expected credit losses model that replaces the incurred loss impairment model
used in HKAS 39. For financial liabilities there were no changes to classification and measurement
except for the recognition of changes in own credit risk in other comprehensive income, for liabilities
designated at fair value through profit or loss. HKFRS 9 relaxes the requirements for hedge
effectiveness by replacing the bright line hedge effectiveness tests. It requires an economic
relationship between the hedged item and hedging instrument and for the *hedged ratio’ to be the same
as the one management actually use for risk management purposes. Contemporaneous documentation
is still required but is different to that currently prepared under HKAS 39. The standard is effective
for accounting periods beginning on or after 1 January 2018. Early adoption is permitted.

Measurement of impairment losses on trade receivables based on an expected credit losses model
requires the use of historical data as well as forward looking information. The management is in the
process of assessing the impact of HKFRS 9 and a reasonable estimate of that effect will be available
once a detailed review has been completed. Other than the adoption of an expected credit losses
impairment model and disclosure changes, adoption of HKFRS 9 is currently not expected to have a
material impact on the Financial Information of the Group. The Group does not plan to early adopt
HKFRS 9.

HKFRS 15 — Revenue from Contracts with Customers

HKFRS 15 establishes a comprehensive framework for determining when to recognize revenue
and how much revenue to recognize through a 5-step approach: (1) ldentify the contract(s) with
customer (2) ldentify separate performance obligations in a contract (3) Determine the transaction
price (4) Allocate transaction price to performance obligations and (5) recognize revenue when
performance obligation is satisfied. The core principle is that a company should recognize revenue to
depict the transfer of promised goods or services to the customer in an amount that reflects the
consideration to which the company expects to be entitled in exchange for those goods or services. It
moves away from a revenue recognition model based on an ‘earnings’ processes to an ‘ asset-liability’
approach based on transfer of control. HKFRS 15 is effective for an entity’s first annual financial
statements under HKFRS for a period beginning on or after 1 January , 2018, with earlier application
permitted.

The Group does not plan to early adopt HKFRS 15. Based on the Group’s Listing Business and
related revenue recognition accounting policy as set out in note 3.2, the management does not expect
significant impact on the financial performance and position of the Group resulted from the
effectiveness of HKFRS 15 for periods beginning on or after 1 January 2018.
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HKFRS 16 — Leases

The Group is alessee of various store premises which are currently classified as operating |eases.
The Group’s current accounting policy for such leases is set out in note 3.2 with the Group’s future
operating lease commitments, which are not reflected in the consolidated statements of financial
position and set out in note 33(b). HKFRS 16 provides new provisions for the accounting treatment
of leases and will in the future no longer allow lessees to recognize certain leases outside of the
statements of financial position. Instead, all non-current leases must be recognized in the form of an
asset (for the right of use) and a financial liability (for the payment obligation). Thus each lease will
be mapped in the Group’s consolidated statements of financial position. Short-term leases of |ess than
twelve months and leases of low-value assets are exempt from the reporting obligation. The new
standard will therefore result in an increase in assets and financial liabilities in the consolidated
statements of financial position. As for the financial performance impact in the statement of profit or
loss and other comprehensive income, the operating lease expense will decrease, while depreciation
and amortization and the interest expense will increase.

Total operating lease commitments of the Group at 31 December 2013, 2014 and 2015, and 30
June 2016 amounted to RMB178,526,000, RMB199,833,000, RMB243,062,000, and
RMB303,715,000, respectively. Directors expect that certain portion of these lease commitments will
be required to be recognized in the consolidated statements of financial position as right-of-use assets
and financial liabilities. Directors do not foresee any material impact on the net profit of the Group
since the Group typically enter into lease agreements with a term of one to five years as disclosed in
note 33(b) and the valid leases have an average lease term of approximately 2.7 years. The new
standard is not expected to apply until 1 January 2019.

3.2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Business combinations and goodwill

Business combinations other than business combination under common control are accounted for
using the acquisition method. The consideration transferred is measured at the acquisition date fair
value which is the sum of the acquisition date fair values of assets transferred by the Group, liabilities
assumed by the Group to the former owners of the acquiree and the equity interests issued by the
Group in exchange for control of the acquiree. For each business combination, the Group elects
whether to measure the non-controlling interests in the acquiree that are present ownership interests
and entitle their holders to a proportionate share of net assets in the event of liquidation at fair value
or at the proportionate share of the acquiree’s identifiable net assets. All other components of
non-controlling interests are measured at fair value. Acquisition-related costs are expensed as
incurred.

When the Group acquires a business, it assesses the financial assets and liabilities assumed for
appropriate classification and designation in accordance with the contractual terms, economic
circumstances and pertinent conditions as at the acquisition date. This includes the separation of
embedded derivatives in host contracts of the acquiree.
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If the business combination is achieved in stages, the previously held equity interest is
remeasured at its acquisition date fair value and any resulting gain or loss is recognized in profit or
loss.

Any contingent consideration to be transferred by the acquirer is recognized at fair value at the
acquisition date. Contingent consideration classified as an asset or liability is measured at fair value
with changes in fair value recognized in profit or loss. Contingent consideration that is classified as
equity is not remeasured and subsequent settlement is accounted for within equity.

Goodwill is initially measured at cost, being the excess of the aggregate of the consideration
transferred, the amount recognized for non-controlling interests and any fair value of the Group’s
previously held equity interests in the acquiree over the identifiable net assets acquired and liabilities
assumed. If the sum of this consideration and other items is lower than the fair value of the net assets
acquired, the difference is, after reassessment, recognized in profit or loss as a gain on bargain
purchase.

After initial recognition, goodwill is measured at cost less any accumulated impairment losses.
Goodwill is tested for impairment annually or more frequently if events or changes in circumstances
indicate that the carrying value may be impaired. The Group performs its annual impairment test of
goodwill as at 31 December. For the purpose of impairment testing, goodwill acquired in a business
combination is, from the acquisition date, allocated to each of the Group’s cash-generating units, or
groups of cash-generating units, that are expected to benefit from the synergies of the combination,
irrespective of whether other assets or liabilities of the Group are assigned to those units or groups
of units.

Impairment is determined by assessing the recoverable amount of the cash-generating unit (group
of cash generating units) to which the goodwill relates. Where the recoverable amount of the
cash-generating unit (group of cash-generating units) is less than the carrying amount, an impairment
loss isrecognized. An impairment loss recognized for goodwill is not reversed in a subsequent period.

Where goodwill has been allocated to a cash-generating unit (or group of cash-generating units)
and part of the operation within that unit is disposed of, the goodwill associated with the operation
disposed of isincluded in the carrying amount of the operation when determining the gain or 1oss on
the disposal. Goodwill disposed of in these circumstances is measured based on the relative value of
the operation disposed of and the portion of the cash-generating unit retained.

Fair value measurement
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an

orderly transaction between market participants at the measurement date. The fair value measurement
is based on the presumption that the transaction to sell the asset or transfer the liability takes place
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either in the principal market for the asset or liability, or in the absence of a principal market, in the
most advantageous market for the asset or liability. The principal or the most advantageous market
must be accessible by the Group. The fair value of an asset or a liability is measured using the
assumptions that market participants would use when pricing the asset or liability, assuming that
market participants act in their economic best interest.

A fair value measurement of a non-financial asset takes into account a market participant’s
ability to generate economic benefits by using the asset in its highest and best use or by selling it to
another market participant that would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and for which
sufficient data are available to measure fair value, maximizing the use of relevant observable inputs
and minimizing the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial statements
are categorized within the fair value hierarchy, described as follows, based on the lowest level input
that is significant to the fair value measurement as a whole:

Level 1 — based on quoted prices (unadjusted) in active markets for identical assets or liabilities

Level 2 — based on valuation techniques for which the lowest level input that is significant to
the fair value measurement is observable, either directly or indirectly

Level 3 — based on valuation techniques for which the lowest level input that is significant to
the fair value measurement is unobservable

For assets and liabilities that are recognized in the financial statements on a recurring basis, the
Group determines whether transfers have occurred between levels in the hierarchy by reassessing
categorization (based on the lowest level input that is significant to the fair value measurement as a
whole) at the end of each reporting period.

Impairment of non-financial assets

Where an indication of impairment exists, or when annual impairment testing for an asset is
required (other than inventories and financial assets), the asset’s recoverable amount is estimated. An
asset’s recoverable amount is the higher of the asset’s or cash-generating unit’s value in use and its
fair value less costs of disposal, and is determined for an individual asset, unless the asset does not
generate cash inflows that are largely independent of those from other assets or groups of assets, in
which case the recoverable amount is determined for the cash-generating unit to which the asset
belongs.

An impairment loss is recognized only if the carrying amount of an asset exceeds its recoverable
amount. In assessing value in use, the estimated future cash flows are discounted to their present value
using a pre-tax discount rate that reflects current market assessments of the time value of money and
the risks specific to the asset. An impairment loss is charged to profit or loss in the period in which
it arises in those expense categories consistent with the function of the impaired asset.
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An assessment is made at the end of each reporting period as to whether there is an indication
that previously recognized impairment losses may no longer exist or may have decreased. If such an
indication exists, the recoverable amount is estimated. A previously recognized impairment loss of an
asset other than goodwill isreversed only if there has been a change in the estimates used to determine
the recoverable amount of that asset, but not to an amount higher than the carrying amount that would
have been determined (net of any depreciation/amortization) had no impairment loss been recognized
for the asset in prior years. A reversal of such an impairment loss is credited to profit or loss in the
period in which it arises.

Related parties
A party is considered to be related to the Group if:
(a) the party is a person or a close member of that person’s family and that person:
(i) has control or joint control over the Group;

(ii) has significant influence over the Group; or

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

or
(b) the party is an entity where any of the following conditions applies:
(i) the entity and the Group are members of the same group;

(if) oneentity is an associate or joint venture of the other entity (or of a parent, subsidiary
or fellow subsidiary of the other entity);

(iit) the entity and the Group are joint ventures of the same third party;

(iv) oneentity isajoint venture of athird entity and the other entity is an associate of the
third entity;

(v) the entity is a post-employment benefit plan for the benefit of employees of either the
Group or an entity related to the Group;

(vi) the entity is controlled or jointly controlled by a person identified in (a);

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

(viii) the entity, or any member of a group of which it is a part, provides key management
personnel services to the Group or to the parent of the Group.

— 1-21 —



APPENDIX | ACCOUNTANTS REPORT

Property, plant and equipment and depreciation

Property, plant and equipment, other than construction in progress, are stated at cost (or
valuation) less accumulated depreciation and any impairment losses. When an item of property, plant
and equipment is classified as held for sale or when it is part of a disposal group classified as held
for sale, it is not depreciated and is accounted for in accordance with HKFRS 5. The cost of an item
of property, plant and equipment comprises its purchase price and any directly attributable costs of
bringing the asset to its working condition and location for its intended use.

Expenditure incurred after items of property, plant and equipment have been put into operation,
such as repairs and maintenance, is normally charged to profit or loss in the period in which it is
incurred. In situations where the recognition criteria are satisfied, the expenditure for a major
inspection is capitalized in the carrying amount of the asset as a replacement. Where significant parts
of property, plant and equipment are required to be replaced at intervals, the Group recognizes such
parts as individual assets with specific useful lives and depreciates them accordingly.

Depreciation is calculated on the straight-line basis to write off the cost of each item of property,
plant and equipment to its residual value over its estimated useful life. The principal annual rates used
for this purpose are as follows:

BUITAINGS e e 3.2% to 33.3%
Plant and MaChinery...........couiiiiiiii e 9.5% to 31.7%
OpPErating tOO0IS .....iiuiiiii e e 9.5% to 40.7%
MOEOr VENICIES. ... 19.0%
OFffiCe EQUIPIMENT ...ttt e e e e 9.5% to 31.7%
Leasehold IMPrOVEMENTS .........iiiiiieii e 17.9% to 33.3%

Where parts of an item of property, plant and equipment have different useful lives, the cost of
that item is allocated on a reasonable basis among the parts and each part is depreciated separately.
Residual values, useful lives and the depreciation method are reviewed, and adjusted if appropriate,
at least at each financial year end.

An item of property, plant and equipment including any significant part initially recognized is
derecognized upon disposal or when no future economic benefits are expected from its use or disposal.
Any gain or loss on disposal or retirement recognized in profit or loss in the year the asset is
derecognized is the difference between the net sales proceeds and the carrying amount of the relevant
asset.

Construction in progress represents a building under construction, which is stated at cost less any
impairment losses, and is not depreciated. Cost comprises the direct costs of construction and
capitalized borrowing costs on related borrowed funds during the period of construction. Construction
in progress is reclassified to the appropriate category of property, plant and equipment when
completed and ready for use.
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Intangible assets (other than goodwill)

Intangible assets acquired separately are measured on initial recognition at cost. The cost of
intangible assets acquired in a business combination is the fair value at the date of acquisition. The
useful lives of intangible assets are assessed to be either finite or indefinite. Intangible assets with
finite lives are subsequently amortized over the useful economic life and assessed for impairment
whenever there is an indication that the intangible asset may be impaired. The amortization period and
the amortization method for an intangible asset with a finite useful life are reviewed at least at each
financial year end.

Intangible assets with indefinite useful lives are tested for impairment annually either
individually or at the cash-generating unit level. Such intangible assets are not amortised. The useful
life of an intangible asset with an indefinite life is reviewed annually to determine whether the
indefinite life assessment continues to be supportable. If not, the change in the useful life assessment
from indefinite to finite is accounted for on a prospective basis.

Software

Purchased software is stated at cost |ess any impairment losses and amortized on the straight-line
basis over its estimated useful life of 3 to 10 years.

Trademark
Purchased trademark is stated at cost less any impairment losses with indefinite useful lives.
Patents

Purchased patents are stated at cost less any impairment losses and amortized on the straight-line
basis over its estimated useful life of 10 years.

L eases

Leases where substantially all the rewards and risks of ownership of assets remain with the lessor
are accounted for as operating leases. Where the Group is the lessor, assets leased by the Group under
operating leases are included in non-current assets, and rentals receivable under the operating leases
are credited to profit or loss on the straight-line basis over the |ease terms. Where the Group is the
lessee, rentals payable under operating leases net of any incentives received from the lessor are
charged to profit or loss on the straight-line basis over the lease terms.

Prepaid land |ease payments under operating leases are initially stated at cost and subsequently
recognized on the straight-line basis over the lease terms.

Investments and other financial assets
Initial recognition and measurement

Financial assets are classified, at initial recognition, as loans and receivables and
available-for-sale financial investments. When financial assets are recognized initially, they are
measured at fair value plus transaction costs that are attributable to t